a turning
point

SYNOVUS

2011 ANNUAL REPORT



SYNOVUS

Synovus Financial Corp. is a financial services company
with $27 billion in assets based in Columbus, Georgia.
Through its wholly-owned subsidiary, Synovus Bank,
member FDIC, the company provides commercial and
retail banking, in addition to a full suite of specialized
products and services including Private Banking,
Treasury Management, Asset-based Lending, Wealth
Management, and International Banking. Synovus
also offers mortgage services, financial planning, and
investment advisory services through its wholly-owned
subsidiaries, Synovus Mortgage, Globalt, Synovus Trust,
and Synovus Securities. These specialized offerings,
combined with our traditional banking products and
services, make Synovus Bank a great choice for retail
and commercial customers.

Synovus Bank’s 30 locally branded divisions are
positioned in some of the best markets in the Southeast,
with 293 offices and 433 ATMs in Georgia, Alabama,
South Carolina, Florida, and Tennessee. See Synovus on
the web at www.synovus.com.



Message from the Chairman
and Chief Executive Officer

Dear Shareholders,

2011 marked a turning point for our company. Focus,
determination, and the crisp execution of our strategies
for recovery and growth were the key drivers of our
significant progress, including achieving our number one
goal of returning to profitability. This accomplishment in
the second half of the year was fueled by an improved
overall credit picture, a more efficient cost structure that
is better aligned with the current size of our organization,
and investments in the talent, tools, and processes that
enhance the customer experience and lead to growth.
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DILUTED EPS

While our return to profitability was a tremendous
milestone forall of our key constituencies —shareholders,
team members, and customers — our celebration is
tempered by the reality that 2012 is a year still influenced
by a sluggish economy, our own remaining credit issues,
and additional regulatory changes that impact not only
our company but the earnings potential of the entire
banking industry.

“ The momentum we carried into 2012

has given our team even greater energy
around doing what is needed

to generate long-term growth
and sustainable profitability. ,,

KESSEL D. STELLING

Though these challenges certainly provide the backdrop
for our work ahead, the momentum we carried into
2012 has given our team even greater energy around
doing what is needed to generate long-term growth
and sustainable profitability.

A BETTER CREDIT STORY

We continued our focus on credit quality in 2011 and our
performance reflected significant improvement in most
key credit quality metrics during the year, including
a 57% decline in total credit costs from 2010 and 10
consecutive quarters of reduction in total credit costs.

Progress in this area was the primary driver in our return to
profitability and was fueled by declines in net charge-offs
and non-performing assets, lower levels of non-performing
loan inflows, and continued success in the disposition
of problem assets. Improvement was also facilitated by
shifting those problem assets to a specialized workout
group with the proper skill set for the best resolution of
troubled credits. Although our credit problems remain
elevated, we are pleased with our progress and expect
continued improvements in each of these areas in 2012.

TOTAL CREDIT COSTS®

(Dollars in millions and billions)

22B

568 MM

2009 2010 20m

(1) Consist of provision for loan losses plus other credit costs; other credit
costs consist primarily of losses on ORE, provision for losses on unfunded
commitments, and charges related to other loans held for sale.
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Message from the Chairman and
Chief Executive Officer

A FOCUS ON EFFICIENCY

Efficiency is an imperative for our company as we
continue efforts to remain competitive in this new banking
environment. We began last year by announcing a bold
plan that was expected to generate expense savings of
$75 million by year-end 2011, and annualized expense
savings of $100 million by 2012. We actually exceeded the
targeted 2011 impact of $75 million, which was a key driver
of the $95.3 million reduction in core expenses* over 2010.
Although the elimination of approximately 850 positions
was the main component of our concentrated efforts, our
efficiency initiatives were about much more than reducing
workforce. We also redesigned and simplified many of
our customer-facing processes to make us an easier bank
with which to do business.

COST STRUCTURE ALIGNMENT

(Dollars in millions)

Core Expenses®

$812.7

1M.7%

I

$717.4

$371.2

$232.2

. Employment Expenses

. Occupancy & Equipment

' Other

$272.0

2010 20m

(2) Total non-interest expense excluding gain/loss on curtailment of post-retirement
defined benefit plan, Visa indemnification charge, restructuring charges, and
credit costs.

A BETTER BANK FOR CUSTOMERS

To enhance the customer experience at Synovus,
we addressed both retail and commercial banking
opportunities. We streamlined deposit account opening,
and redesigned our retail and commercial lending
processes. These changes make it faster and easier for
customers to open a deposit account or obtain a loan.
We also made improvements to products and services
that have been well received by the market, including
the rollout of a leading-edge mobile banking tool and

upgraded consumer online banking. In 2012, we will begin
to install a new ATM network, improve our call center
channel, and implement a whole new banking platform
that gives team members more useful customer data as
well as cross-selling and customer retention tools.

A RETURN TO GROWTH

At the heart of our growth strategy is a strong
commitment to building relationships with commercial
banking customers who truly benefit from our personal,
high-touch banking style. To complement our excellent
core banking talent, during 2011 Synovus assembled
some of the most experienced, knowledgeable
corporate bankers in the industry and empowered
them with the ability to quickly identify needs and
offer solutions to larger revenue companies. Because
of our relationship-based delivery model, we are able
to offer these companies a streamlined credit process
that results in flexible and timely decisions. In addition,
we added highly-skilled talent in other specialty areas
such as our Senior Housing and Asset-Based Lending
groups. These units partner with our local bankers to
build relationships across our five-state footprint. Our
teams are capitalizing on new business opportunities
every day, and our more robust commercial banking
strategy better integrates treasury management and
asset-based lending offerings, facilitating growth in
total customer relationships. The partnerships of our
core bankers and specialty units produced outstanding
results. We increased our loan pipeline and new loan
fundings during each quarter of 2011 and achieved
sequential quarter core loan growth** of approximately
$167 million in the fourth quarter of 2011.

As encouraged as we were to see stabilization in our
loan balances late last year, we were equally pleased by
the shift in loan mix as we continued to diversify our loan
portfolio and better position our company for the future.
By the end of the year, we had substantially reduced our
commercial real estate (CRE) concentration, especially
in residential construction and development and land
portfolios, and increased our commercial and industrial
(C&l) and retail concentrations. CRE now represents
36.2% of our total loan portfolio, down from a peak
of 45.4% in 2007, and C&l and retail now represent
approximately 64% of the total loan portfolio.

*Non-GAAP financial measure. See Non-GAAP financial measures in Part || — Item 7 of the enclosed Annual Report.
**Core loan growth consists of loan growth excluding transfers to other loans held for sale, foreclosures, charge-offs, and loan sales.
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IMPROVEMENT IN CRE CONCENTRATIONS
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While we believe we have made good progress in
aligning our talent to best capture the opportunities
within  our markets, we recognize that revenue
retention in 2012 and beyond will be challenged across
our industry because of new laws and regulations. To
address some of these pressures, our team has worked
to develop specific retail and commercial fee income
strategies that carefully consider customer impact,
but also position us to generate appropriate financial
returns for our company and our shareholders. With
today’s competitive environment and skepticism about
the integrity of banking institutions in general, there has
never been a more important time to ensure we deliver
value to our customers by truly understanding their
individual needs, providing exceptional service, and
delivering relevant banking products and solutions.

Message from the Chairman and

Chief Executive Officer

A STRONG BANKING FRANCHISE

We remain solidly positioned in our markets and
continue to enjoy top five deposit share in communities
that represent almost 80% of our core banking
franchise. Our ability to maintain these top market share
positions throughout the tough economic environment
speaks volumes about the loyalty of our customer
base, the relationships built through our more than
5,000 team members serving over 100 communities
across the Southeast, and the strength of our overall
local community brands.

ATTRACTIVE SOUTHEASTERN FRANCHISE

POPULATION GROWTH PER STATE
IN THE SYNOVUS FOOTPRINT
% above the National Average

f

ﬁ POPULATION GROWTH PER STATE
‘ SYNOVUS PRESENCE

Source: Albert W. Niemi, Jr., Cox School of Business,
Southern Methodist University
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Message from the Chairman and
Chief Executive Officer

Each of our distinguished brands come together to
form Synovus — one company, one bank. While our
bank divisions have different names in each market, we
are single-minded in our pursuit of high performance,
our commitment to being a great place to work, our
dedication to serving our communities, and the winning
of customer relationships for life.

We regularly receive feedback that affirms our relationship-
driven delivery model as a differentiator in a customer’s
banking experience. Synovus and our 30 bank divisions
were honored in 2011 with 11 National Awards for Excellence
in Middle Market and Small Business Banking from the
nationally-recognized Greenwich Associates program.

A BRIGHTER FUTURE

The journey back to profitability was certainly lined with
challenges, yet our team was determined to conquer
every one. Our team members deserve so much credit for
our turnaround this past year. Their passion, commitment,
determination, and resilience continue to inspire me
and make me incredibly proud to be a part of this
organization. Although we reached a critical inflection
point as we returned to profitability during the second
half of 2011, we remain grounded in the important work
still ahead: the resolution of our remaining credit issues;
a continued focus on efficiency; balance sheet growth;
delighting our customers through exceptional service and
fully integrated banking solutions; retaining and attracting
top talent; and sustaining core profitability over time.

We will continue to take steps to ensure our company’s
long-term success. Theissuance of $300 million in senior
notes and the tender offer for $207 million principal
notes maturing in 2013, both completed during the first
quarter of 2012, were important achievements as we
continue to position Synovus for TARP repayment.

iv. SYNOVUS FINANCIAL CORP. — 2011 Annual Report

Before | close, | would like to acknowledge and thank
three individuals who will be retiring from the Synovus
Board of Directors after our April 2012 Shareholders’
Meeting. Bo Bradley, Jimmy Blanchard, and Richard
Anthony have collectively provided 83 years of service
to this company, and their leadership will be deeply
missed. Words cannot express our appreciation for their
numerous contributions and the influence they have had
in shaping our past, present, and future.

RETIRING FROM THE SYNOVUS BOARD OF DIRECTORS

Jim Blanchard Richard Anthony

Bo Bradley

IN CLOSING

On behalf of our entire team, | want to thank every
shareholder for your continued loyalty to Synovus
throughout our recovery and for remaining with us as
we continue this exciting turn toward a brighter future.
Your trust and confidence will be invaluable as we make
strategic decisions and investments that position us as
the Southeast’s bank of choice for customers, team
members, and shareholders for years to come.

Sincerely,

ferl D

Kessel D. Stelling

Chairman and Chief Executive Officer



Shareholder Information

GENERAL OFFICES

Synovus

P.O. Box 120
Columbus, GA 31902-0120
(706) 649-2311

STOCK TRADING INFORMATION
Synovus common stock is traded on the
New York Stock Exchange (NYSE) under
the symbol “SNV”.

Price and volume information appears
under the abbreviation “SynovusFnl” in
NYSE daily stock quotation listings.

DIVIDEND REINVESTMENT AND
DIRECT STOCK PURCHASE PLAN

The Plan provides a comprehensive
package of services designed to
make investing in Synovus stock easy,
convenient, and more affordable.

To request an enrollment package for the
Dividend Reinvestment and Direct Stock
Purchase Plan, or for more information,
please visit us at www.synovus.com
on the Internet or call our automated
request line at (888) 777-0322.

New Investors. You can join the Plan by
making an initial investment of at least
$250.

Synovus Shareholders. You can choose
to participate by submitting a completed
enrollment form. If your shares are held
in a brokerage account, you must first
register some or all of your shares in your
name.

Dividend Reinvestment. You can invest
all or a part of your cash dividends to
accumulate more shares without paying
fees.

Optional Cash Investments. You can
purchase additional shares by investing
between a minimum of $50 at any one
time and $250,000 in total per calendar
year. If you wish, we can withdraw
funds automatically from your bank
account each month to purchase shares.
Purchases are made weekly or more
often if volume dictates. Fees are lower
than those typically charged by the
financial services industry.

Safekeeping. You can deposit your
certificates with us for safekeeping at no
cost to you. You can request a certificate
any time at no cost.

Gifts and transfers of shares. You can
make gifts or transfers to others.

Sale of shares. Whenever you want, you
can sell some or all of your shares at
fees lower than those typically charged
by the financial services industry. Shares
are sold weekly or more often if volume
dictates.

FORM 10-K

A copy of the Company’s 2011 Annual
Report on Form 10-K, without exhibits,
as filed with the Securities and Exchange
Commission, is available at no charge
upon written request to Investor
Relations at the address below.

FORM 10-K SEC AND NYSE
CERTIFICATIONS

Synovus has filed the Chief Executive
Officer and Chief Financial Officer
certifications required by Section 302
of the Sarbanes-Oxley Act of 2002 as
exhibits to its 2011 Annual Report on
Form 10-K and submitted to the NYSE in
2012 the Chief Executive Officer’s annual
certification that he is not aware of any
violation by the company of the NYSE
corporate governance listing standards.

ONLINE STOCK PURCHASE AND INFORMATION
You can now purchase your initial shares online at www.synovus.com

and easily get current

information on your shareholder account

24 hours a day, seven days a week. You will have access to:

* View account status

* Purchase or sell shares

¢ View book-entry information

* Request certificate issuance
 Establish/change your PIN

* Make address changes

* View payment history for dividend

¢ Obtain a duplicate 1099 tax form

* Request a dividend check replacement

* Receive annual meeting material electronically

NOTICE OF 2012 ANNUAL
SHAREHOLDERS’ MEETING

10 a.m. Eastern time, April 26, 2012, in the
Columbus Georgia Convention and Trade
Center, 801 Front Avenue, Columbus,
GA 31901. Log on to www.synovus.
com/2012annualmeeting to join our 2012
Annual Shareholders’ Meeting via a live
Webcast on the Internet.

INVESTOR RELATIONS
Analysts, investors, and others seeking

additional financial information not
available at www.synovus.com should
contact:

Patrick A. Reynolds

Director of Investor Relations

Synovus

P.O. Box 120, Columbus, GA 31902-0120
(706) 649-4973 « Fax: (706) 644-8065
email: snvir@synovus.com

SHAREHOLDER SERVICES

Current shareholders requiring assistance
should contact American Stock Transfer &
Trust Company:

R U.S. MAIL - REGISTERED OR
OVERNIGHT DELIVERY
6201 15" Avenue
Brooklyn, NY 11219

TELEPHONE INQUIRIES
(888) 777-0322

i

WEB SITE
www.amstock.com

Cautionary language regarding forward-looking statements: This annual report to
shareholders contains forward-looking statements, which by their nature involve risks and
uncertainties. Please refer to Synovus'Annual Report on Form 10-K filed with the Securities
and Exchange Commission for information concerning forward-looking statements, under
the caption “Forward-Looking Statements,” and for a description of certain factors that
may cause actual results to differ from goals referred to herein or contemplated by such
statements. SYNOVUS® and SYNOVUS FINANCIAL CORP® are federally registered service
marks of Synovus Financial Corp., which also owns a number of other federally registered
service marks. All other products and company names are trademarks or federally
registered trademarks of their respective companies.

©Copyright 2012 Synovus Financial Corp. All rights reserved.



UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

Annual report pursuant to section 13 or 15(d) of the Securities Exchange Act of 1934
For the fiscal year ended December 31, 2011

Commission file number 1-10312

SYNOVUS

SYNOVUS FINANCIAL CORP.

(Exact name of registrant as specified in its charter)

GEORGIA 58-1134883
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)
1111 Bay Avenue, Suite 500, Columbus, Georgia 31901
(Address of principal executive officers) (Zip Code)

(706) 649-2311
(Registrant’s telephone number, including area code)

SECURITIES REGISTERED PURSUANT TO SECTION 12(B) OF THE ACT:

Title of each class Name of Each Exchange on Which Registered

Common Stock, $1.00 Par Value New York Stock Exchange

Tangible Equity Units New York Stock Exchange

Series B Participating Cumulative Preferred
Stock Purchase Rights New York Stock Exchange
SECURITIES REGISTERED PURSUANT TO SECTION 12(G) OF THE ACT:
NONE
Indicate by check mark YES

e if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.

|
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e if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.

e whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

Kl

e whether the registrant has submitted electronically and posted on its corporate Website, if any, every
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405
of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).

Y
O O

e if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K'is not contained herein, and will
not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements D
incorporated by reference in Part lll of this Form 10-K or any amendment to this Form 10-K.

O

e whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See the
definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act. (Check One):

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

e whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). D

As of June 30, 2011, the aggregate market value of the registrant’s Common Stock held by non-affiliates of the registrant was
approximately $1,510,990,260 based on the closing sale price of $2.08 reported on the New York Stock Exchange on June 30, 2011.

As of February 16, 2012, there were 792,254,596 shares of the registrant’s Common Stock outstanding.
DOCUMENTS INCORPORATED BY REFERENCE

|Incorporated Documents |Form 10-K Reference Locations

Portions of the Proxy Statement for the Annual Meeting of Shareholders to be held
April 26, 2012 (“Proxy Statement”) Part Il
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Index of Defined Terms

ALCO - Synovus’ Asset Liability Management Committee
ALLL - Allowance for Loan and Lease Loss

ARRA - American Recovery and Reinvestment Act of 2009
ASC - Accounting Standards Codification

ASU - Accounting Standards Update

BAM - Broadway Asset Management, Inc., a wholly-owned subsidiary of Synovus
Financial Corp.

BCBS - Basel Committee on Banking Supervision
BSA/AML - Bank Secrecy Act / Anti-Money Laundering
BOV - broker’s opinion of value

bp - basis point (bps - basis points)

CD - certificate of deposit

C&D - residential construction and development loans
C&l - commercial and industrial loans

CBA&T - Columbus Bank and Trust Company, a division of Synovus Bank. Synovus
Bank is a wholly-owned subsidiary of Synovus Financial Corp.

CAMELS Rating System — A term defined by bank supervisory authorities, referring
to Capital, Assets, Management, Earnings, Liquidity, and Sensitivity to market risk

CEO - Chief Executive Officer
CFO - Chief Financial Officer
CFPB — Consumer Finance Protection Bureau

Charter Consolidation — Synovus’ consolidation of its 30 banking subsidiaries into
a single bank charter in 2010

Code - Internal Revenue Code of 1986, as amended

Common Stock — Common Stock, par value $1.00 per share, of Synovus
Financial Corp.

Company - Synovus Financial Corp. and its wholly-owned subsidiaries, except
where the context requires otherwise

Covered Litigation — Certain Visa litigation for which Visa is indemnified by Visa
USA members

CPP - U.S. Department of the Treasury Capital Repurchase Program
CRE - Commercial Real Estate

CROA - Credit Repair Organization Act

DIF — Deposit Insurance Fund

Dodd-Frank Act — The Dodd-Frank Wall Street Reform and Consumer Protection Act
DRR - Designated Reserve Ratio

DTA - deferred tax asset

EESA - Emergency Economic Stabilization Act of 2008

EITF — Emerging Issues Task Force

EL — expected loss

EPS - earnings per share

Exchange Act - Securities Exchange Act of 1934, as amended

FASB - Financial Accounting Standards Board

FDIC - Federal Deposit Insurance Corporation

FINRA - Financial Industry Regulatory Authority

FFIEC - Federal Financial Institutions Examination Council

FHLB - Federal Home Loan Bank

FICO - The Financing Corporation

GA DBF - Georgia Department of Banking and Finance

GAAP - Accounting Principles Generally Accepted in the United States of America
Georgia Commissioner — Banking Commissioner of the State of Georgia
GSE - government sponsored enterprise

HELOC - home equity line of credit

IFRS - International Financial Reporting Standards

IOLTA - Interest on Lawyer Trust Account

IPO - Initial Public Offering
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IRC - Internal Revenue Code

IRS - Internal Revenue Service

LGD - loss given default

LIBOR - London Interbank Offered Rate

LIHTC - Low Income Housing Tax Credit

LTV - loan-to-collateral value ratio

MAD - Synovus’ Managed Assets Division, a division of Synovus Bank
MBS - mortgage-backed securities

nm — not meaningful

NPA — non-performing assets

NPL - non-performing loans

NSF - non-sufficient funds

NYSE - New York Stock Exchange

OFAC - Office of Foreign Assets Control

ORE - other real estate

ORM - Operational Risk Management

Parent Company — Synovus Financial Corp.

PD - probability of default

POS - point-of-sale

RCSA - Risk Control Self-Assessment

SAB - SEC Staff Accounting Bulletin

SBA - Small Business Administration

SEC - U.S. Securities and Exchange Commission
Securities Act — Securities Act of 1933, as amended

Series A Preferred Stock — Synovus’ Fixed Rate Cumulative Perpetual Preferred
Stock, Series A, without par value

Shared Deposit - Prior to the Charter Consolidation, Synovus offered this deposit
product which gave its customers the opportunity to access up to $7.5 milion in
FDIC insurance by spreading deposits across its 30 separately-chartered banks.

Synovus — Synovus Financial Corp.

Synovus Bank - A Georgia state-chartered bank, formerly known as Columbus
Bank and Trust Company, and wholly-owned subsidiary of Synovus, through which
Synovus conducts its banking operations

Synovus Mortgage — Synovus Mortgage Corp. - a wholly-owned subsidiary of
Synovus Bank

Synovus Trust Company, N. A. — a wholly-owned subsidiary of Synovus Bank
TAGP - Transaction Account Guarantee Program
TARP - Troubled Asset Relief Program

TBA - to-be-announced (with respect to mortgage-backed securities to be
delivered in the future)

TDR - troubled debt restructuring (as defined by ASC 310-40)

tMEDS - tangible equity units each composed of a prepaid stock purchase contract
and a junior subordinated amortizing note

TSYS - Total System Services, Inc.

UCL - Unfair Competition Law

USA PATRIOT Act - Uniting and Strengthening America by Providing Appropriate
Tools Required to Intercept and Obstruct Terrorism

VIE - variable interest entity, as defined by authoritative accounting literature

Visa - The Visa U.S.A. Inc. card association or its affiliates, collectively

Visa Class B shares — Class B shares of Common Stock issued by Visa which

are subject to restrictions with respect to sale until all of the Covered Litigation has
been settled.

Visa Derivative — A derivative contract with the purchaser of Visa Class B shares
which provides for settlements between the purchaser and Synovus based upon
a change in the ratio for conversion of Visa Class B shares into Visa Class A shares

Visa IPO - The initial public offering of shares of Class A Common Stock by
Visa, Inc. on March 25, 2008
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In this Report, the words “Synovus,” “the Company,” “we,” “us,” and “our” refer to Synovus Financial Corp. together with its wholly-owned subsidiaries,

except where the context requires otherwise.

Forward-Looking Statements

Certain statements made or incorporated by reference in this Report which
are not statements of historical fact, including those under “Management’s
Discussion and Analysis of Financial Condition and Results of Operations,”
and elsewhere in this Report, constitute forward-looking statements within
the meaning of, and subject to the protections of, Section 27A of the
Securities Act of 1933, as amended, and Section 21E of the Exchange Act.
Forward-looking statements include statements with respect to Synovus’
beliefs, plans, objectives, goals, targets, expectations, anticipations,
assumptions, estimates, intentions and future performance and involve
known and unknown risks, many of which are beyond Synovus’ control and
which may cause Synovus’ actual results, performance or achievements
or the commercial banking industry or economy generally, to be materially
different from future results, performance or achievements expressed or
implied by such forward-looking statements.

All statements other than statements of historical fact are forward-looking
statements. You can identify these forward-looking statements through
Synovus’ use of words such as “believes,” “anticipates,” “expects,” “may,”
“will,” “assumes,” “should,” “predicts,” “could,” “should,” “would,” “intends,”
“targets,” “estimates,” “projects,” “plans,” “potential” and other similar words
and expressions of the future or otherwise regarding the outlook for Synovus’
future business and financial performance and/or the performance of the
commercial banking industry and economy in general. Forward-looking
statements are based on the current beliefs and expectations of Synovus’
management and are subject to significant risks and uncertainties. Actual
results may differ materially from those contemplated by such forward-looking
statements. A number of factors could cause actual results to differ materially
from those contemplated by the forward-looking statements in this document.
Many of these factors are beyond Synovus’ ability to control or predict. These
factors include, but are not limited to:

ENG EG

"« » o« " o«

(1) further deterioration in credit quality may result in increased non-
performing assets and credit losses, which could adversely impact
our capital, financial condition, and results of operations;

(2)  continuing declines in the values of residential and commercial real
estate may result in further write-downs of assets and realized losses
on disposition of non-performing assets, which may increase credit
losses and negatively affect our financial results;

(8) continuing weakness in the residential and commercial real estate
environment, which may negatively impact our ability to dispose of
distressed assets, and may result in continued elevated levels of
non-performing assets and potential problem loans;

(4)  the impact on our borrowing costs, capital costs and our liquidity
due to further adverse changes in our credit ratings;

(5)  therisk that our allowance for loan losses may prove to be inadequate
or may be negatively affected by credit risk exposures;

(6) the concentration of our non-performing assets by loan type, in
certain geographic regions and with affiliated borrowing groups;

(7)  changes in the interest rate environment and competition in our
primary market area may result in increased funding costs or reduced
earning assets yields, thus reducing margins and net interest income;

(1)

(12)

(13)

(14)

(19)

(16)

restrictions or limitations on access to funds from historical and
alternative sources of liquidity could adversely affect our overall
liquidity, which could restrict our ability to make payments on our
obligations or dividend payments on our Common Stock and Series
A preferred stock and our ability to support asset growth and sustain
our operations and the operations of Synovus Bank;

future availability and cost of additional capital and liquidity on
favorable terms, if at all;

the risks that we may be required to undertake additional strategic
initiatives or seek or deploy additional capital to satisfy applicable
regulatory capital standards and pressures in light of expected
increases in capital and liquidity requirements or as a result of
supervisory actions or directives;

changes in the cost and availability of funding due to changes in
the deposit market and credit market, or the way in which we are
perceived in such markets, including a further reduction in our debt
ratings;

risks related to the timing of the recoverability of our deferred tax
asset, which is subject to considerable judgment, and the risk that
even after the recovery of our deferred tax asset balance under GAAP,
there will remain limitations on the ability to include our deferred tax
assets for regulatory capital purposes;

the risk that we could have an “ownership change” under Section 382
of the Internal Revenue Code, which could impair our ability to timely
and fully utilize our net operating losses and built-in losses that may
exist when such “ownership change” occurs;

the impact of our continued participation in the TARP and the CPP,
including the impact on compensation and other restrictions imposed
under TARP which affect our ability to attract, retain, and compensate
talented executives and other employees and the impact of actions
that we may be required to take to exit from the CPP and repay the
outstanding preferred stock issued under the CPP;

the impact of the Dodd-Frank Act and other recent and proposed
changes in governmental policy, laws and regulations, including
proposed and recently enacted changes in the regulation of banks
and financial institutions, or the interpretation or application thereof,
including restrictions, increased capital requirements, limitations and/
or penalties arising from banking, securities and insurance laws,
regulations and examinations and restrictions on compensation;

the impact on our financial results, reputation and business if we are
unable to comply with all applicable federal and state regulations
and applicable memoranda of understanding, other supervisory
actions or directives and any necessary capital initiatives;

the risk that our enterprise risk management framework may not
identify or address risks adequately, which may result in unexpected
losses;
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(18) the continuing impact of the execution of our strategic plan and
efficiency and growth initiatives announced in late 2010 and
January 2011, including the risk that we may not sustain the annual
levels of expense savings realized to date under the plan or achieve
the revenue growth and other benefits from such initiatives;

(19) the costs and effects of litigation, investigations, inquiries or similar
matters, or adverse facts and developments related thereto;

(20) the costs of services and products to us by third parties, whether
as a result of our financial condition, credit ratings, the way we are
perceived by such parties, the economy or otherwise;

(21) the effects of any damages to Synovus’ reputation resulting from
developments related to any of the items identified above; and

ITEM1 Business

Overview

(22) other factors and other information contained in this Report and
in other reports and filings that we make with the SEC under the
Exchange Act, including, without limitation, those found in “Part | -
Item 1A.- Risk Factors” of this Report.

For a discussion of these and other risks that may cause actual results
to differ from expectations, you should refer to the risk factors and other
information in this Report, and our other periodic filings, including quarterly
reports on Form 10-Q and current reports on Form 8-K, that we file from
time to time with the SEC. All written or oral forward-looking statements
that are made by or are attributable to Synovus are expressly qualified
by this cautionary notice. You should not place undue reliance on any
forward-looking statements, since those statements speak only as of
the date on which the statements are made. Synovus undertakes no
obligation to update any forward-looking statement to reflect events or
circumstances after the date on which the statement is made to reflect
the occurrence of new information or unanticipated events, except as
may otherwise be required by law.

General

Synovus Financial Corp. is a financial services company and a registered
bank holding company headquartered in Columbus, Georgia. We provide
integrated financial services including commercial and retail banking, financial
management, insurance and mortgage services to our customers through
30 locally-branded banking divisions of our wholly-owned subsidiary bank,
Synovus Bank, and other offices in Georgia, Alabama, South Carolina,
Florida and Tennessee.

Our relationship-based approach to banking is built on creating long-term
relationships with our customers utilizing a decentralized customer delivery
model. This relationship banking approach allows our bankers to serve
their customers’ individual needs and demonstrates our commitment to the
communities in which we operate. We believe that these factors position
us to take advantage of future growth opportunities in our existing markets.

We were incorporated under the laws of the State of Georgia in 1972. Our
principal executive offices are located at 1111 Bay Avenue, Suite 500,
Columbus, Georgia 31901 and our telephone number at that address is
(706) 649-2311. Our Common Stock is traded on the New York Stock
Exchange under the symbol “SNV.”

2011 Business Highlights

2011 was an inflection point for Synovus. Key achievements during 2011
include the following:

® Return to profitability in the second half of 201 1-Synovus reported
net income available to common shareholders of $12.8 million for the
fourth quarter of 2011, compared to net income available to common
shareholders of $15.7 million for the third quarter of 2011, and a net
loss attributable to common shareholders of $180.0 million in the fourth
quarter of 2010. Diluted net income per common share for the fourth
quarter of 2011 was $0.01, compared to diluted net income per common
share of $0.02 for the third quarter of 2011, and a net loss per common
share of $0.229 for the fourth quarter of 2010. The fourth quarter of
2011 results include net investment securities gains of $10.3 million
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(compared to $62.9 million for the third quarter of 2011) as well as a
$5.9 million charge related to Synovus’ indemnification obligation as a
member of the Visa USA network. For 2011, Synovus reported a net
loss attributable to common shareholders of $118.7 million, an 86.0%
improvement compared to a net loss attributable to common shareholders
of $848.2 million for 2010.

Continued improvement in credit metrics - We continued to aggressively
manage credit and improve credit quality metrics. Total credit costs
were $568.1 million in 2011, a 57.3% decline from $1.33 billion in
2010. Total net charge-offs were $585.8 million in 2011, a 57.3%
decline from $1.37 billion in 2010. New non-performing loan inflows
were $948.8 million in 2011, a 40.2% improvement from $1.59 billion
in 2010. The total write-downs and allowance on total non-performing
assets at December 31, 2011 was approximately 43%.

Continued disposition of distressed assets - During 2011, we continued
to execute on our strategy to dispose of distressed assets, disposing of
$702.5 million of distressed assets. As a result, non-performing assets
have continued to decline at a steady pace and were $1.12 billion at
December 31, 2011, a 12.7% decline from December 31, 2010, and a
39.4% decline from the peak in the first quarter of 2010.

Net interest margin -Net interest margin in the fourth quarter of 2011
was 3.52%, an increase of five basis points from the third quarter of
2011 and an increase of fifteen basis points from the fourth quarter of
2010. The net interest margin for the year ended December 31, 2011
was 3.51%, an increase of fifteen basis points from 2010.

Focus on expense control - In 2011, we continued our focus on expense
control and realized a $105.8 million or a 10.5% reduction in total
non-interest expense, and a $95.3 million or 11.7% reduction in core
non-interest expense. See “Part Il - ltem 7. Management’s Discussion
and Analysis of Financial Condition and Results of Operations - Non-
GAAP financial measures”. During 2011, we completed a process
re-design of our loan and deposit operations systems to reduce costs
while improving the customer experience and began implementation
of these changes in the third quarter. Deposit and consumer loan
implementation was completed by the 2011 year-end, with commercial



loan changes expected to be completed by the end of the first quarter
of 2012. Through process redesign and our other efficiency initiatives,
we achieved substantial progress in aligning our operating cost structure
with the current size of our organization. We will continue targeted efforts
to identify additional efficiencies while retaining a structure that supports
growth. Total reported non-interest expense for 2011 was $903.8 million
compared to $1.01 billion for 2010. The total number of employees at
December 31, 2011 was 5,224, a decrease of 885, compared to 6,109
at December 31, 2010.

® Deposits - Total deposits at December 31, 2011 were $22.41 billion, a
decrease of $2.09 billion, or 8.5% from December 31, 2010. The decline
in total deposits was driven primarily by a planned reduction of brokered
deposits and a continued wind-down of the Shared Deposits program.
Total core deposits, excluding time deposits, at December 31, 2011
grew $600.6 million, or 3.9% from December 31, 2010 and non-interest

Banking Operations

PART |
ITEM 1 Business

bearing demand deposits as a percentage of total deposits increased
t0 23.9% at December 31, 2011 from 17.5% at December 31, 2010.
See “Part Il - Item 7. Management’s Discussion and Analysis of Financial
Condition and Results of Operations - Non-GAAP financial measures”.

® Balance sheet - At December 31, 2011, total assets were $27.16 billion
and total shareholders’ equity was $2.83 billion.

Synovus believes that these accomplishments provide momentum for
long-term, sustained profitability and growth in 2012 and future periods.

Additional information relating to our business and our subsidiaries,
including a detailed description of our operating results and financial
condition for 2011, 2010 and 2009, our loan portfolio (by loan type and
geography), our credit metrics and our deposits is contained below and
under “Part Il - ltem 7. Management's Discussion and Analysis of Financial
Condition and Results of Operations” in this Report.

Synovus conducts its banking operations through Synovus Bank. Synovus Bank is a Georgia state-chartered bank. Synovus Bank operates through 30
locally-branded bank divisions throughout Alabama, Florida, Georgia, South Carolina and Tennessee. Synovus Bank offers commercial banking services
and retail banking services. Our commercial banking services include cash management, asset management, capital markets services, institutional trust
services and commercial, financial and real estate loans. Our retail banking services include accepting customary types of demand and savings deposits;
mortgage, installment and other retail loans; investment and brokerage services; safe deposit services; automated banking services; automated fund
transfers; Internet based banking services; and bank credit card services, including MasterCard and Visa services.

Table 1 - Bank Divisions

As of December 31, 2011, Synovus Bank operates under the following 30 locally-branded bank divisions in the following states:

Division State(s)
CB&T Bank of East Alabama Alabama
Community Bank & Trust of Southeast Alabama Alabama
The Bank of Tuscaloosa Alabama
Sterling Bank Alabama
First Commercial Bank of Huntsville Alabama
First Commercial Bank Alabama
The First Bank of Jasper Alabama
The Tallahassee State Bank Florida
Coastal Bank and Trust of Florida Florida
First Coast Community Bank Florida
Synovus Bank Florida
Synovus Bank of Jacksonville Florida
Columbus Bank and Trust Company Georgia
Commercial Bank Georgia
Commercial Bank & Trust Company of Troup County Georgia
SB&T Bank Georgia
The Coastal Bank of Georgia Georgia
First State Bank and Trust Company of Valdosta Georgia
Bank of Coweta Georgia
First Community Bank of Tifton Georgia
CB&T Bank of Middle Georgia Georgia
Sea Island Bank Georgia
Citizens First Bank Georgia
AFB&T Georgia
Bank of North Georgia Georgia
Georgia Bank & Trust Georgia
NBSC South Carolina
The Bank of Nashville Tennessee
Trust One Bank Tennessee

Cohutta Banking Company

Tennessee and Georgia
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Table 2 — Bank Branch Locations

The following chart reflects the distribution of our branch locations as of December 31, 2011, in each of the states in which we conduct banking operations:

State Branches
Georgia 129
Alabama a7
South Carolina 42
Florida 55
Tennessee 20
TOTAL 293

Major Non-bank Subsidiaries

In addition to our banking operations, we also provide various other financial services to our customers through the following direct and indirect wholly-owned

non-bank subsidiaries:

e Synovus Securities, Inc., headquartered in Columbus, Georgia, which
specializes in professional portfolio management for fixed-income
securities, investment banking, the execution of securities transactions
as a broker/dealer and the provision of individual investment advice on
equity and other securities;

Business Development

e Synovus Trust Company, N.A., headquartered in Columbus, Georgia,
which provides trust services;

e Synovus Mortgage Corp., headquartered in Birmingham, Alabama,
which offers mortgage services; and

e GLOBALT, Inc., headquartered in Atlanta, Georgia, which provides asset
management and financial planning services.

Synovus has traditionally focused on a strategy that includes expanding
and diversifying its franchise in terms of revenues, profitability and asset
size while maintaining a community banking, relationship-based approach
to banking. This strategy has encompassed both organic growth and
acquisitions of complementary banks and financial services businesses.
During the 1990’s and through 2006, Synovus’ growth resulted largely

Lending Activities

from acquisitions of smaller community banks. As a result of the economic
crisis that began in 2008, Synovus has refocused its efforts on initiatives to
increase revenue through organic growth, lower its cost structure, reduce
its concentration of CRE loans, strengthen its balance sheet and capital
position and aggressively reduce non-performing assets.

Overview

The primary goal of Synovus’ lending function is to help clients achieve
their financial goals by providing quality loan products that are fair to the
client and profitable to Synovus. Management believes that this purpose
can best be accomplished by building strong, profitable client relationships
over time and maintaining a strong presence and position of influence in the
communities Synovus serves. Synovus strives to serve all of its customers
with the highest levels of courtesy, respect, gratitude and fairness and
deliver its services with unparalleled expertise, efficiency, responsiveness
and accuracy. This relationship-based approach to banking enables
Synovus’ bankers to develop a deep knowledge of Synovus’ customers

Table 3 - Loans by Type

and the markets in which they operate. Synovus has recently taken and
continues to take steps to improve the consistency of its lending processes
across all of its banking divisions, to strengthen the underwriting criteria
it employs to evaluate new loans and loan renewals, and to diversify its
loan portfolio in terms of type, industry and geographical concentration.
Synovus believes that these measures will better position it to meet the
credit needs of businesses and consumers in the markets it serves while
pursuing a balanced strategy of loan profitability, loan growth and loan quality.

Synovus conducts the majority of its lending activities within the framework
of its relationship-based approach to banking built on creating long-term
relationships with its customers. The following tables summarize Synovus’
loan portfolio by type and by state at December 31, 2011 and 2010.

2011 2010

(Dollars in thousands) Total Loans % * Total Loans % *
Investment properties $ 4,557,313 22.7% $ 5,059,102 23.4
1-4 family properties 1,618,484 8.1 2,102,787 9.7
Land acquisition 1,094,821 5.4 1,218,691 5.7

Total commercial real estate 7,270,618 36.2 8,380,580 38.8
Commercial and industrial 8,941,274 44.5 9,264,811 42.9
Retail 3,879,907 19.3 3,950,808 18.3
Deferred fees and costs, net (11,986) nm (10,436) nm
TOTAL LOANS, NET OF DEFERRED FEES AND COSTS $ 20,079,813 100.0% $ 21,585,763 100.0%

* Loan balance in each category expressed as a percentage of total loans, net of deferred fees and costs.

nm = not meaningful
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2011 2010

(Dollars in thousands)

As a % of Total
Total Loans Loan Portfolio

As a % of Total
Total Loans Loan Portfolio

Georgia

Atlanta
Florida
South Carolina
Tennessee
Alabama
CONSOLIDATED

$

10,666,542 53.1% $ 11,345,896 52.6%
3,697,103 17.9 3,687,697 16.6
2,603,167 13.0 2,830,251 131
2,730,401 13.6 3,019,120 14.0
873,466 4.3 974,548 4.5
3,206,237 16.0 3,415,948 15.8

20,079,813 100.0% $ 21,585,763 100.0%

The following discussion describes the underwriting procedures of Synovus’ lending function and presents the principal types of lending conducted
by Synovus. The results of Synovus’ lending activities and the relative risk of Synovus’ loan portfolio are discussed in “Part Il - ltem 7. Management’s
Discussion and Analysis of Financial Condition and Results of Operations” of this Report.

Underwriting Approach

Recognizing that its loan portfolio is the primary source of revenue, Synovus’
management believes that proper and consistent loan underwriting
throughout Synovus’ banking divisions is critical to Synovus’ long-term
financial success. Synovus’ underwriting approach is designed to effectively
govern the degree of assumed risk and ensure that its credit relationships
conform to Synovus’ overall risk philosophy. During 2009 and 2010, Synovus
transitioned its underwriting standards and key underwriting functions from
a decentralized bank-by-bank approach to a more centralized regional
approach and, finally, to a centralized organization-wide approach with the
completion of the Charter Consolidation. These underwriting standards
address collateral requirements; guarantor requirements (including policies
on financial statement, tax return, and limited guarantees); requirements
regarding appraisals and their review; loan approval hierarchy; standard
consumer and small business credit scoring underwriting criteria (including
credit score thresholds, maximum maturity and amortization, loan-to-value
limits, global service coverage, and debt to income limits); commercial real
estate and C&l underwriting guidelines (including minimum debt service
coverage ratio, maximum amortization, minimum equity requirements,
maximum loan-to-value ratios); lending limits; and credit approval authorities.
Additionally, Synovus has implemented an enhanced loan concentration
policy to limit and manage its exposure to certain loan concentrations,
including commercial real estate. The enhanced loan concentration policy
provides a more detailed program for portfolio risk management and
reporting including limits on commercial real estate loans as a percentage
of risk-based capital (in the aggregate and by loan type), large borrower
concentration limits and monitoring, as well as portfolio mix monitoring.
Synovus’ underwriting process is structured to require oversight that is
proportional to the size and complexity of the lending relationship.

Synovus utilizes a tiered credit approval process requiring larger loans to
be approved by more senior bank officers as well as an independent senior
credit officer, with the largest loans requiring approval of Synovus Bank’s
Loan Committee. The centralized underwriting policy and philosophy also
provides a more structured, and generally more conservative, approach to
lending. For instance, loan-to-value limits on certain credits are now lower
than regulatory requirements, large borrower concentration limits are now
more explicit and lower than prior limits, and bank division lending limits
are also lower than before. Furthermore, Synovus has established across
all of its banking divisions more stringent underwriting requirements on
certain types of commercial real estate lending, including loans for the
purpose of financing shopping centers and hotels.

Prior to these initiatives, each of our 30 banking divisions had its own
underwriting standards. While these separate underwriting standards were
generally similar to each other and were all in compliance with regulatory
requirements, the transition to uniform underwriting standards emphasizes
a one-company view of our operating structure and promotes greater
consistency throughout Synovus’ underwriting process.

Commercial and Industrial (C&l) Loan
Portfolio

The C&l loan portfolio represents the largest category of Synovus’ total loan
portfolio. Synovus’ C&l loan portfolio is currently concentrated on small to
middle market commercial and industrial lending disbursed throughout a
diverse group of industries in the Southeast, including health care, finance
and insurance, manufacturing, construction, real estate leasing and retail
trade. The portfolio is relationship focused and, as a result, Synovus’ lenders
have in-depth knowledge of the borrowers, most of which have guaranty
arrangements. C&l loans are primarily originated through Synovus’ local
market banking divisions and made to commercial customers primarily to
finance capital expenditures, including real property, plant and equipment,
or as a source of working capital. At December 31, 2011, 43.1% of
Synovus’ total C&l loans represented loans for the purpose of financing
owner-occupied properties. The primary source of repayment on these
C&l loans is revenue generated from products or services offered by the
borrower’s business. The secondary source of repayment on these C&l
loans is the real estate securing such loans. In accordance with Synovus’
uniform lending policy, each loan undergoes a detailed underwriting process,
which incorporates the uniform underwriting approach, procedures and
evaluations described above. Approximately 93% of Synovus’ C&l loans
are secured by real estate, business equipment, inventory, and other types
of collateral. Total C&l loans at December 31, 2011 were $8.94 billion, or
44.5%, of the total loan portfolio.

C&l lending is a key component of Synovus’ growth plans and diversification
strategy (reducing overall concentration in CRE and growing the percentage
of C&ll loans relative to the total loan portfolio). Synovus has actively invested
in additional expertise, product offerings, and product quality to provide its
commercial and industrial clients with increased and enhanced product
offerings and customer service. Complementing this investment in C&l
growth, Synovus’ management continues to focus on streamlining and
enhancing Synovus’ existing product lines, especially for traditional retail,
small business and professional services customers.

While lending to small and mid-sized businesses has been Synovus’
traditional focus, in 2010, Synovus formed a Large Corporate Banking
Team to provide lending solutions to larger corporate clients in an effort
to strengthen, diversify and further drive growth in Synovus’ C&I loan
portfolio. In conjunction with the formation of the Large Corporate
Banking Team, Synovus implemented a strategy to increase the level of
participation in loan syndications which has contributed to the funding
of approximately $350 million in loan syndications and an additional
approximately $200 million in commitments during 2011. During mid-
2011, Synovus hired an experienced senior housing lending team. That
team funded approximately $140 million of senior housing loans during
the last half of 2011.
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Commercial Real Estate Loan Portfolio

Synovus’ commercial real estate loans consist of investment property loans,
residential construction and development loans, land acquisition loans,
and 1-4 family perm/mini-perm loans. As is the case with Synovus’ C&il
loans, the commercial real estate loans are primarily originated through
Synovus Bank’s local market banking divisions. Total commercial real
estate loans as of December 31, 2011 were $7.27 billion, or 36.2%, of
the total loan portfolio.

Investment Property Loans

Synovus’ investment property loans are primarily made to finance multi-
family properties, hotels, office buildings, shopping centers, warehouses
and other commercial development properties. Synovus’ investment
property portfolio is well diversified with no concentration by property type,
geography or tenants. These loans are generally recourse in nature with
short-term maturities (3 years or less), allowing for restructuring opportunities
which reduces Synovus’ overall risk exposure. The investment property
loans are primarily secured by the property being financed by the loans;
however, they may also be secured by real estate or other assets beyond
the property being financed. Investment property loans are subject to the
same uniform lending policies and procedures described above, although
such loans have historically been underwritten with stressed interest rates
and vacancies. In addition, Synovus has placed restrictions on both hotel
and shopping center lending. During the fourth quarter of 2009, Synovus
began quarterly reviews of all investment property loans of $1 million
or more to more closely monitor the performance of the portfolio. Total
investment property loans as of December 31, 2011 were $4.56 billion,
or 62.7%, of the total commercial real estate loan portfolio.

Residential Construction and Development and Land
Acquisition Loans

The residential construction and development loans and land acquisition
loans are almost always secured by the underlying property being financed
by such loans. These properties are primarily located in the markets served
by Synovus. Given the continued turmoil in the housing and real estate
markets, including declining real estate prices in certain markets and high
levels of foreclosures, Synovus has actively and successfully reduced its
exposure to residential construction and development and land acquisition
loans over the past four years, including its exposure to the Atlanta market.
Residential Construction and Development and Land Acquisition loans in
the Atlanta market totaled $397.5 million at December 31, 2011, down
23.6% from a year ago and down approximately 79% from its high in
December 31, 2007. These loans are generally subject to the same
uniform lending policies and procedures described above. Land acquisition
loans have a maximum loan-to-value limit which is aligned with regulatory
requirements. Synovus has tightened the maximum loan-to-value limit for
residential construction and development loans to levels more stringent
than the current regulatory guidelines. At December 31, 2011, these loans
were $1.74 billion, or 23.9%, of the total commercial real estate loan
portfolio, compared to $2.19 billion or 26.2% of the total commercial real
estate portfolio at December 31, 2010.

1-4 Family Perm/Mini-Perm Loans

1-4 family perm/mini-perm loans are almost always secured by the
underlying property being financed by such loans. These properties are
primarily located in the markets served by Synovus. These loans are subject
to the same uniform lending policies and procedures described above.
Additionally, underwriting standards for these types of loans include stricter
approval requirements as well as more stringent underwriting standards
than current regulatory guidelines. At December 31, 2011, these loans
totaled $976.3 million, or 13.4% of the total commercial real estate portfolio.
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Retail Loan Portfolio

Synovus’ retail loan portfolio consists of a wide variety of loan products
offered through its banking network, including residential mortgages, home
equity lines, credit card loans, and other retail loans. These various types
of secured and unsecured retail loans are marketed to qualifying existing
clients and to other creditworthy candidates in Synovus’ market area. The
majority of Synovus’ retail loans are consumer mortgages secured by first
and second liens on residential real estate primarily located in the markets
served by Synovus in Georgia, Florida, South Carolina, Alabama, and
Tennessee. Retalil loans are subject to the same uniform lending policies
and procedures described above and consist primarily of loans with strong
credit scores, conservative debt-to-income ratios, and loan-to-value ratios
based upon prudent guidelines to ensure consistency with Synovus’ overall
risk philosophy. Total retail loans as of December 31, 2011 were $3.88 billion,
or 19.3%, of the total loan portfolio.

Mortgage Banking

Synovus Bank’s wholly-owned subsidiary, Synovus Mortgage, originates
residential mortgage loans with originations totaling $1.21 billion in 2011.
Synovus Mortgage offers various types of fixed- and adjustable-rate loans
for the purposes of purchasing, refinancing or constructing residential
properties. The originated loans are primarily conforming mortgage loans for
owner-occupied properties. Conforming loans are loans that are underwritten
in accordance with the underwriting standards set forth by government
sponsored entities such as the Federal National Mortgage Association
and the Federal Home Loan Mortgage Corporation. These are generally
collateralized by one-to-four-family residential real estate properties and are
made to borrowers in good credit standing.

Substantially all of the mortgage loans originated by Synovus Mortgage
are sold to third-party purchasers on a servicing released basis, without
recourse, or continuing involvement. Each purchaser of our mortgage
loans has specific guidelines and criteria for sellers of loans, and the
risk of credit loss with regard to the principal amount of the loans sold is
generally transferred to the purchasers upon sale. While the loans are sold
without recourse, the purchase agreements require Synovus Mortgage to
make certain representations and warranties regarding the existence and
sufficiency of file documentation and the absence of fraud by borrowers or
other third parties such as appraisers in connection with obtaining the loan.
If it is determined that the loans sold were in breach of these representations
or warranties, Synovus Mortgage has obligations to either repurchase the
loan for the unpaid principal balance and related investor fees or make the
purchaser whole for the economic benefits of the loan.

See “Part Il - Item 7. Management’s Discussion and Analysis of Financial
Condition and Results of Operations” of this Report for a more detailed
discussion of Synovus’ mortgage loans held for sale and the sections
titled “Repurchase Obligations for Mortgage Loans Originated for Sale”
and “Mortgage Loan Foreclosure Practices” thereunder for a more detailed
discussion of Synovus’ obligations with respect to the mortgage loans it sells
to third-party purchasers and Synovus’ mortgage loan foreclosure practices.

Other Loans Held for Sale Portfolio

With the exception of certain first lien residential mortgage loans, Synovus
originates loans with the intent to hold those loans to maturity. Loans or
pools of distressed loans are transferred to the other loans held for sale
portfolio when the intent to hold the loans has changed due to portfolio
management or risk mitigation strategies and a determination to sell
specifically identified loans has been made. The value of the loans or pools
of loans is primarily determined by analyzing the underlying collateral of the
loan and the anticipated market prices of similar assets less estimated costs
to sell. At the time of transfer, if the fair value less selling costs is less than
the carrying amount of the specific loans, with such difference generally
being attributable to declines in credit quality, the shortfall is recorded as
a charge-off against the allowance for loan losses. At December 31, 2011
the fair value of other loans held for sale was $30.2 million.
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Synovus continuously monitors credit quality and maintains an allowance
for loan losses that management believes is sufficient to absorb probable
and estimable losses inherent in the loan portfolio. Synovus continues to
address problem assets and reduce future exposures through its asset
disposition strategy, which centers around the disposition of distressed
assets, as a proactive measure in managing the loan portfolio. Subsequent
to the implementation of the asset disposition strategy, Synovus entered
into the Synovus MOU. The Synovus MOU was in alignment with the
existing asset disposition strategy, including managing various asset
quality and regulatory capital ratios. The asset disposition program is
still in place today. Net charge-offs recorded during the three years
ended December 31, 2011 related to this strategy were approximately
$711 million. For a more detailed discussion of Synovus’ credit quality,
please refer to the section titled “Credit Quality” under “Part Il - Item 7.
Management’s Discussion and Analysis of Financial Condition and Results
of Operations” of this Report.

Monitoring of Collateral

Our loan portfolio and the collateral securing such loans is predominately
located in our five state market consisting of Georgia, Florida, South Carolina,
Alabama, and Tennessee. C&l loans represent 44.5% of the total loan
portfolio at December 31, 2011. These loans are predominately secured
by owner-occupied and other real estate. Other types of collateral securing
these loans consist primarily of marketable equipment, marketable inventory,
accounts receivable, equity and debt securities, and time deposits. Total
commercial real estate loans represent 36.2% of the total loan portfolio at
December 31, 2011. These loans are primarily secured by commercial real
estate, including 1-4 family properties, land, and investment properties.
The collateral generally consists of the property being financed by the
loans; however, collateral may also include real estate or other assets
beyond the property being financed. Retail loans at December 31, 2011
totaled $3.88 billion, or 19.3%, of the total loan portfolio. Of this amount,
$3.03 billion consists of consumer mortgages secured by first and second
liens on residential real estate. Credit card loans represent $273.1 million
of this amount and these loans are unsecured. Other retail loans represent
$575.5 million of this amount, and they are primarily secured by collateral
consisting of marketable securities, automobiles, time deposits, and cash
surrender value of life insurance.

Synovus follows a risk-based approach as it relates to the credit monitoring
processes for its loan portfolio. Synovus updates the fair value of the real
estate collateral securing collateral-dependent impaired loans each calendar
quarter, with appraisals usually received on an annual basis, or sooner if
appropriate, from an independent, unaffiliated certified or licensed appraiser.
Management also considers other factors or recent developments, such
as selling costs and anticipated sales values considering management’s
plans for disposition, which could result in adjustments to the collateral
value estimates indicated in the appraisals. Synovus updates the values of
collateral that is in the form of accounts receivable, inventory, equipment,
and cash surrender value of life insurance policies at least annually and
the values of collateral that is in the form of marketable securities and
brokerage accounts at least monthly.

It is the Company’s policy to obtain, on at least an annual basis, an
updated appraisal from an independent, unaffiliated certified or licensed
appraiser for loan relationships of $1 million and over when at least one
of the loans in the relationship is on non-accrual status. For relationships
under $1 million, while independent appraisals are not mandated by
the Company’s policies, management will obtain such appraisals when
considered prudent. For credits that are not on impaired status, Synovus
generally obtains an unaffiliated third-party appraisal of the value of the
real estate collateral prior to each loan renewal. Additionally, if conditions
warrant (e.g., loans that are not considered impaired but exhibit a higher
or potentially higher risk), Synovus engages an unaffiliated appraiser to
reappraise the value of the collateral on a more frequent basis. Examples

of circumstances that could warrant a new appraisal on an existing
performing credit include instances where local market conditions where
the real estate collateral is located have deteriorated, the collateral has
experienced damage (fire, wind damage, etc.), the lease or sell-out of
the collateral has not met the original projections, and the net operating
income of the collateral has declined. In circumstances where the collateral
is no longer considered sufficient, Synovus seeks to obtain additional
collateral. Examples of adjustments made quarterly to appraised values
include broker’s commission, unpaid real estate taxes, attorney’s fees,
other estimated costs to dispose of the property, known damage to the
property, known declines in the net operating income of the property or
rent rolls, as well as third-party market data.

Loan Guarantees

In addition to collateral, Synovus generally requires a guarantee from all
principals on all commercial real estate and C&l lending relationships.
Specifically, Synovus generally obtains unlimited guarantees from any
entity (e.g., individual, corporation, or partnership) that owns or controls
50 percent or more of the borrowing entity. Limited guarantees on a pro
rata basis are generally required for all 20 percent or more owners.

Synovus evaluates the financial ability of a guarantor through an evaluation
of the guarantor’s current financial statements, income tax returns for
the two most recent years, as well as financial information regarding a
guarantor’s business or related interests. In addition, Synovus analyzes
substantial assets owned by the guarantor to ensure that the guarantor
has the necessary ownership or control over these assets. For loans that
are not considered impaired, the allowance for loan losses is determined
based on the risk rating of each loan. The risk rating incorporates a
number of factors, including guarantors. If a loan is rated doubtful, with
certain limited exceptions, a guarantee is not considered in determining
the amount to be charged-off (i.e., the charge-off equals the greater of
the amount of the collateral exposure or 50% of the loan balance, in
compliance with regulatory requirements).

With certain limited exceptions, Synovus seeks performance under
guarantees in the event of a borrower’s default. However, under the
current economic environment, and based on the fact that a majority of
our problem credits are commercial real estate credits, our success in
recovering amounts due under guarantees has been limited.

Unsecured Loans

At December 31, 2011, Synovus had unsecured loans totaling approximately
$1.08 billion, which represents approximately 5% of total loans. This
segment of our portfolio includes $273.1 million in credit card loans and
approximately $640.8 million in commercial loans to borrowers that are
primarily in the manufacturing, insurance, financial services, utilities, and
religious organization sectors.

Provision for Loan Losses and Allowance for
Loan Losses

Despite credit standards, internal controls, and a continuous loan review
process, the inherent risk in the lending process results in periodic charge-
offs. The provision for loan losses is the charge to operating earnings
necessary to maintain an adequate allowance for loan losses. Through the
provision for loan losses, Synovus maintains an allowance for losses on
loans that management believes is adequate to absorb probable losses
inherent within the loan portfolio. However, future additions to the allowance
may be necessary based on changes in economic conditions, as well
as changes in assumptions regarding a borrower’s ability to pay and/or
collateral values. In addition, various regulatory agencies, as an integral
part of their examination procedures, periodically review Synovus Bank’s
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allowance for loan losses. Based on their judgments about information
available to them at the time of their examination, such agencies may
require Synovus Bank to recognize additions to its allowance for loan losses.

The allowance for loan losses is a significant estimate and is regularly
evaluated by Synovus, including the Credit Risk Committee, for accuracy
and consistency between the changes in the allowance for loan losses
with the credit trends and credit events in the loan portfolio. The allowance
for loan losses is determined based on an analysis which assesses the
inherent risk for probable losses within the loan portfolio. Significant
judgments and estimates are necessary in the determination of the
allowance for loan losses, Significant judgments include, among others,
loan risk ratings and classifications, the determination and measurement
of impaired loans, the timing of loan charge-offs, the probability of loan
defaults, the net loss exposure in event of loan defaults, qualitative loss
factors, management’s plans, if any, for disposition of certain loans as well
as other qualitative considerations.

See the “Provision for Loan Losses and Allowance for Loan Losses”
section of “Part Il - [tem 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations” of this Report for a more
detailed discussion of Synovus’ provision for loan losses and allowance
for loan losses.

Investment Activities

Non-performing Assets and Past Due Loans

Non-performing assets consist of loans classified as non-accrual, impaired
loans held for sale and real estate acquired through foreclosure. Synovus’
management continuously monitors non-performing and past due loans
to prevent further deterioration regarding the condition of these loans. In
order to reduce non-performing asset levels, Synovus has aggressively
disposed of non-performing assets over the last three years. While
Synovus still has an elevated level of non-performing assets, Synovus’
total non-performing assets at December 31, 2011 were at their lowest
level in the last two years.

See the “Non-performing Assets and Past Due Loans” section of “Part Il -
[tem 7. Management’s Discussion and Analysis of Financial Condition and
Results of Operations” of this Report for a more detailed discussion of
Synovus’ non-performing assets and past due loans.

Our investment securities portfolio consists principally of debt securities
classified as available for sale. Investment securities available for sale
provide Synovus with a source of liquidity and a relatively stable source
of income. The investment securities portfolio also provides management
with a tool to balance the interest rate risk of its loan and deposit portfolios.

Our investment strategy focuses on the use of the investment securities
portfolio to manage the interest rate risk created by the inherent mismatch
between the loan and deposit portfolios. Synovus also utilizes a significant
portion of its investment portfolio to secure certain deposits and other
liabilities requiring collateralization. At December 31, 2011, approximately
$2.48 billion of these investment securities were pledged as required

Funding Activities

collateral for certain deposits, securities sold under repurchase agreements,
payment network arrangements, and FHLB advances. As such, the
investment securities are primarily GSE debentures and mortgage-backed
securities issued by GSEs, all of which have a high degree of liquidity and
limited credit risk. A mortgage-backed security depends on the underlying
pool of mortgage loans to provide a cash flow pass-through of principal
and interest. At December 31, 2011, all of the collateralized mortgage
obligations and mortgage-backed pass-through securities held by Synovus
were issued or backed by federal agencies.

Synovus also holds state and municipal securities and limited equity
securities.

Liquidity represents the extent to which Synovus has readily available sources
of funding to meet the needs of depositors, borrowers, and creditors, to
support asset growth, to maintain reserve requirements, and to otherwise
sustain operations of Synovus and its subsidiary, Synovus Bank, at a
reasonable cost on a timely basis and without adverse consequences.
Deposits represent the largest source of funds for lending and investing
activities. Scheduled payments, as well as prepayments, and maturities
from our loan and investment portfolios also provide a stable source of
funds. Additional funding sources which provide liquidity include FHLB
bank advances, brokered deposits and other short-term borrowed funds,
as well as through equity and debt issued through the capital markets,
including our recent public offerings. Synovus’ ALCO, operating under
liquidity and funding policies approved by the Board of Directors, actively
analyzes contractual and anticipated cash flows in order to properly
manage Synovus’ liquidity position. Following is a brief description of the
various sources of funds used by Synovus. For further discussion relating
to Synovus’ funding sources, please refer to the sections titled “Deposits”
and “Liquidity” under “Part Il - ltem 7. Management’s Discussion and
Analysis of Financial Condition and Results of Operations” of this Report
and Note 11, “Long-Term Debt and Short-Term Borrowings,” to the
consolidated financial statements herein.
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Deposits

Deposits provide the most significant funding source for Synovus’ interest
earning assets and remain a strength of Synovus’ business. Deposits are
attracted principally from clients within Synovus’ retail branch network
through the offering of a broad array of deposit products to individuals
and businesses, including non-interest bearing demand deposit accounts,
interest-bearing demand deposit accounts, savings accounts, money
market deposit accounts, and time deposit accounts. Synovus also utilizes
brokered deposits as a funding source in addition to deposits attracted
through its retail branch network. Terms vary among deposit products with
respect to commitment periods, minimum balances, and applicable fees.
Interest paid on deposits represents the largest component of Synovus’
interest expense. Interest rates offered on interest-bearing deposits are
determined based on a number of factors, including, but not limited to,
(1) interest rates offered in local markets by competitors, (2) current and
expected economic conditions, (3) anticipated future interest rates, (4) the
expected amount and timing of funding needs, and (5) the availability
and cost of alternative funding sources. Client deposits are attractive
sources of funding because of their stability and relative cost. Deposits
are regarded as an important part of the overall client relationship and
provide opportunities to cross-sell other Synovus services.

See “Deposits” under “Part Il - Item 7. Management’s Discussion and
Analysis of Financial Condition and Results of Operations” of this Report
for additional information on our deposits.



Borrowed Funds and Non-Deposit Liquidity

Synovus’ ability to borrow funds from non-deposit sources provides
additional flexibility in meeting the liquidity needs of Synovus. Synovus
generates non-deposit liquidity through maturities and repayments of loans
by customers and access to sources of funds other than deposits. Synovus
Bank has the capacity to access funding through its membership in the
FHLB. At December 31, 2011, Synovus Bank had access to incremental
funding, subject to available collateral and FHLB credit policies, through
utilization of FHLB advances.

In addition to bank level liquidity management, Synovus must manage
liquidity at the Parent Company level for various operating needs including
capital infusions into subsidiaries, the servicing of debt, the payment of
general corporate expenses, and the payment of dividends to shareholders.
The primary source of liquidity for Synovus has historically consisted of
dividends from its subsidiaries, including Synovus Bank, which is governed
by certain rules and regulations of the GA DBF and the FDIC. During 2011,

Enterprise Risk Management

PART |
ITEM 1 Business

Synovus did not receive any dividends from Synovus Bank. Synovus’ ability
to receive dividends from Synovus Bank in future periods will depend on
a number of factors, including, without limitation, Synovus Bank’s future
profits, asset quality and overall financial condition. Synovus may not
receive dividends from Synovus Bank in 2012, which could adversely
affect liquidity. See “Part | - Item 1. Business - Supervision, Regulation
and Other Factors - Dividends.” Synovus has historically enjoyed a solid
reputation in the capital markets and in the past few years has relied on the
capital markets to provide needed liquidity resources, including its public
offerings completed in September 2009, May 2010 and February 2012.
Despite the success of these recent public offerings, in light of the current
regulatory environment, market conditions, Synovus’ financial performance
and related credit ratings, there can be no assurance that Synovus would
be able to obtain additional new borrowings or issue additional equity on
favorable terms, if at all. See “Part | - Item 1A. Risk Factors” and “Liquidity”
under “Part Il - ltem 7. Management's Discussion and Analysis of Financial
Condition and Results of Operations” of this Report.

As a financial services organization, Synovus accepts a certain degree of
risk with each business decision it makes. Risk management does not
eliminate risk, but seeks to achieve an appropriate balance between risk
and return, which is critical to optimizing shareholder value. Understanding
our risks and managing them appropriately can enhance our ability to make
better decisions, deliver on objectives, and improve performance. A risk
management framework has been established within Synovus, which begins
with the Board of Directors, working primarily with the Audit Committee
and the Risk Committee of the Board. The Audit Committee of the Board
of Directors fulfills the overarching oversight role for the risk management
process, including approval of risk tolerance levels and risk policies and
limits. The Risk Committee assists the Audit Committee in overseeing
and monitoring risks and fulfilling its oversight role for risk management,
monitoring key and emerging risks and reviewing risk assessments. The
Chief Risk Officer reports to the Chief Executive Officer and provides overall
vision, direction and leadership regarding our enterprise risk management
framework.

The risk management framework includes an Executive Risk Committee,
chaired by the Chief Risk Officer that consists of all Synovus’ corporate
executive officers and the Senior Director of Enterprise Risk. The committee
meets regularly to monitor Synovus’ key and emerging risks and ensure
that these risks are within acceptable tolerances. Senior management
risk committees oversee the various risk types within the Company as
shown below and provide minutes of activities and decisions to the Board
of Directors. These committees are responsible for ensuring effective risk
measurement and management in their respective areas of authority. The
Chief Risk Officer is an active member of each of these management risk
committees.

e ALCO -Interest Rate/Market Risk and Liquidity Risk

e Credit Risk Committee - Credit Risk

e Regulatory Compliance Risk Committee - Compliance Risk
e Operational Risk Committee - Operational Risk

e Strategic Risk Committee - Reputation Risk, Litigation Risk, and Strategic
Risk
Management believes that Synovus’ primary risk exposures are credit,
liquidity, operational, and regulatory compliance risk. Credit risk is risk of loss
arising from our borrowers’ or counterparties’ inability to meet the financial
terms of any contract with the Company, or other failure to perform as
agreed. Liquidity risk arises from an inability of the Company to meet current
or future obligations when they come due without incurring unacceptable
losses. Operational risk arises from the potential that inadequate information
systems, operational problems, inadequate or failed internal controls, human
error, fraud or external events will result in unexpected losses. Compliance

risk arises from nonconformance with laws, rules, and regulations that apply
to the financial services industry and exposes the Company to monetary
penalties, enforcement actions, or other sanctions.

ALCO

ALCO monitors Synovus’ economic, competitive, and regulatory environment
and is responsible for measuring, monitoring, and reporting on liquidity
and funding risk, interest rate risk, and market risk and has the authority
to create policies relative to these risks. ALCO, operating under liquidity
and funding policies approved by the Board of Directors, actively analyzes
contractual and anticipated cash flows in order to properly manage
Synovus’ liquidity position. See “Part Il - ltem 7. Management’s Discussion
and Analysis of Financial Condition and Results of Operations - Liquidity”
and “ltem 7A. - Quantitative and Qualitative Disclosures About Market
Risk.” in this Report.

Credit Risk

The Company has established a credit risk management process with
policies, controls and regular Board and management oversight. Credit
risk management is guided by centralized credit policies that provide for
a consistent and prudent approach to underwriting and approvals of
credits. The Credit Risk Committee, chaired by the Chief Credit Officer,
monitors credit management reports, establishes lending policies, limits,
and guidance to better manage the loan function, and provides strategies
to reduce the level of credit risk in the loan portfolio. The Credit Risk
Committee oversees risk grade accuracy, credit servicing requirements,
and loan concentration levels and manages risk in the execution of loan
growth strategies.

The Regional Credit function reports to the Chief Risk Officer, providing
independence from the line of business. Regional Credit manages credit
activities within each region, underwriting borrowing relationships over
certain dollar thresholds, jointly approving loans over the banking division’s
lending authority, and ensuring that loan administration processes for each
banking division are sound and appropriate.

Synovus created MAD during 2011 to better execute aggressive resolution
strategies for problem credits through workouts, modifications and asset
dispositions, allowing lenders to focus on developing new relationships
and expand existing relationships. MAD team members possess the
specialized skill set to efficiently execute workouts and dispositions. This
centralization of problem credits allows Synovus’ commercial bankers to
focus on lending and other growth opportunities.
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Synovus has established the ALLL Oversight Council to review and
approve the adequacy of the allowance and ALLL methodology. The
ALLL Oversight Council includes the Chief Risk Officer, Chief Credit Officer,
Chief Financial Officer, and Chief Accounting Officers and the Enterprise
Risk Management Director and the Loan Review Director. The Council
meets at least on a quarterly basis. The allowance adequacy and the
ALLL methodology are reviewed by the Audit Committee of the Board of
Directors on at least a quarterly basis.

During the fourth quarter of 2011, Synovus completed the implementation
of a centralized Retail Lending Center where consumer loans are centrally
processed, scored, and analyzed. This structure will simplify the control
environment, drive efficiencies, and improve the overall customer experience.

Compliance Risk

Compliance laws, rules and standards generally cover matters such as
observing proper standards of market conduct, managing conflicts of
interest, treating customers fairly, and ensuring the suitability of customer
advice. They also include basic prudential banking requirements and specific
areas such as the prevention of money laundering and terrorist financing.

The Regulatory Compliance Risk Committee was formed to assist the Board
and management in overseeing the management of overall compliance risk,
development and implementation of policy, and ensuring that compliance
issues are resolved effectively and expeditiously. The Committee is made
up of senior management from the business lines, risk management, legal,
human resources, and compliance functions and specifically provides
oversight for the Corporate Compliance Policy and Programs, BSA/
AML Policy and Programs, new and modified products and services and
compliance examination exceptions throughout the Company. Written
policies contain the principles to be followed by management and staff
of the banking divisions, subsidiaries and business lines throughout the
Company and explain and direct the processes by which risks are identified
and managed. The individual policies guide the Company’s compliance
functions and provide for monitoring, training, and risk assessments.

Operational Risk

Synovus aims to avoid and reduce unexpected loss through judicious risk
management by instiling a proactive and structured approach to operational

Competition

risk management. The Operational Risk Committee is responsible for
providing oversight of the operational risk function to ensure there are
effective processes to assess, monitor and mitigate operational risk.
Additionally, the Operational Risk Committee is the approval vehicle for the
ORM Framework. Specific responsibilities include (1) providing a forum for
addressing operational issues that require coordination and/or cooperation
of multiple operational groups; (2) the identification and prioritization of
operational risk initiatives; (3) the review of significant operational risk
exposures and their conformance to Synovus’ stated operational risk
objectives; (4) assembling ad hoc committees to address key areas of
operational risk identified by the committee and (5) annually reviewing the
risk metrics for ongoing pertinence to the risk management framework.

Operational Risk Management is responsible for assessing systems
and processes designed and implemented by management, promoting
operating efficiency and encouraging compliance with laws, regulations
and internal policies to ensure they are adequately designed, controlled
and functioning effectively.

Business Units and Support Functions are accountable for ensuring that
the Operational Risk Management Policy is properly communicated and
understood within their respective organizational units. Business Units are
also responsible for identifying and reporting operational risk trends that
require resolution, participate in risk assessments, respond to changes in
risk metrics and to implement corrective actions and new risk solutions
(policies, technology, process change, personnel).

ORM has developed an array of program tools to assists business units
in effectively managing operational risk. The program tools will ensure
standardized implementation of the ORM Framework across the enterprise.
ORM Program tools include Risk Control Self-Assessment (RCSA), Issue
Tracking, Loss Data Management and Incident Response.

Strategic Risk

The Strategic Risk Committee is charged with identifying key strategic
risks which might threaten the strategic direction and/or long-term viability
of Synovus, bringing those risks to the attention of the appropriate
Synovus decision-making body, and verifying that Synovus puts in place
activities designed to address those risks. This committee is made up of
all members of executive management, who look beyond their functional
areas of responsibility and take a holistic view of the organization and the
environment in which it operates.

The financial services industry is highly competitive and could become
more competitive as a result of recent and ongoing legislative, regulatory
and technological changes, and continued consolidation and economic
turmoil within the financial services industry. The ability of nonbanking
financial institutions to provide services previously limited to commercial
banks also has intensified competition. Our bank subsidiary and wholly-
owned non-bank subsidiaries compete actively with national and state
banks, savings and loan associations and credit unions and other nonbank
financial institutions, including securities brokers and dealers, investment
advisory firms, mortgage companies, insurance companies, trust companies,
finance companies, leasing companies, mortgage companies and certain
governmental agencies, all of which actively engage in marketing various
types of loans, deposit accounts and other financial services. These

Employees

competitors have been successful in developing products that are in
direct competition with or are alternatives to the banking services offered
by traditional banking institutions. Our ability to deliver strong financial
performance will depend in part on our ability to expand the scope of,
and effectively deliver, products and services, which will allow us to meet
the changing needs of our customers.

As of December 31, 2011, we were the second largest bank holding
company headquartered in Georgia, based on assets. Customers for
financial services are generally influenced by convenience, quality of
service, personal contacts, price of services and availability of products.
Although our market share varies in different markets, we believe that our
community-focused relationship banking approach enables us to compete
effectively with other banks and thrifts in their relevant market areas.

As of December 31, 2011, we had 5,224 employees compared to 6,109 employees at December 31, 2010.
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Like all bank holding companies and financial holding companies, we are
regulated extensively under federal and state law. In addition, Synovus
Bank and certain of our non-bank subsidiaries are subject to regulation
under federal and state law. The following discussion sets forth some of
the elements of the bank regulatory framework applicable to us and certain
of our subsidiaries. The regulatory framework is intended primarily for the
protection of depositors and the Deposit Insurance Fund and not for the
protection of security holders and creditors. To the extent that the following
information describes statutory and regulatory provisions, it is qualified in its
entirety by reference to the particular statutory and regulatory provisions.

General

Bank holding companies and financial holding companies are subject
to supervision and regulation by the Board of Governors of the Federal
Reserve System under the Bank Holding Company Act. In addition, the
GA DBF regulates holding companies that own Georgia-charted banks
under the bank holding company laws of the State of Georgia. Synovus
Bank, which is not a member of the Federal Reserve System, is subject
to primary regulation and examination by the Federal Deposit Insurance
Corporation, which we refer to as the FDIC, and by its state banking
regulator, the GA DBF. Numerous other federal and state laws, as well as
regulations promulgated by the Federal Reserve Board, the state banking
regulator and the FDIC govern almost all aspects of the operations of
Synovus Bank. Synovus Trust Company, a subsidiary of Synovus Bank
that provides trust services, is organized as a national bank and thus is
subject to regulation and supervision by the Office of the Comptroller of
the Currency. Various federal and state bodies regulate and supervise
our non-bank subsidiaries including our brokerage, investment advisory,
insurance agency and processing operations. These include, but are not
limited to, the SEC, the Financial Industry Regulatory Authority, federal
and state banking regulators and various state regulators of insurance
and brokerage activities.

In addition, the Dodd-Frank Act, which is discussed in greater detall
below, establishes the CFPB, a new federal agency with broad authority
to regulate the offering and provision of consumer financial products.
Rulemaking authority for a range of consumer financial protection laws
(such as the Truth in Lending Act, the Electronic Funds Transfer Act and
the Real Estate Settlement Procedures Act) transferred from the prudential
regulators to the CFPB on July 21, 2011. The CFPB will have the authority
to supervise and examine depository institutions with more than $10 billion
in assets for compliance with these federal consumer laws. The authority
to supervise and examine depository institutions with $10 billion or less in
assets for compliance with federal consumer laws will remain largely with
those institutions’ primary regulators. However, the CFPB may participate
in examinations of these smaller institutions on a “sampling basis” and
may refer potential enforcement actions against such institutions to their
primary regulators. The CFPB will also have regulatory and examination
authority over certain nonbank institutions that offer consumer financial
products. The Dodd-Frank Act identifies a number of covered nonbank
financial institution, and also authorizes the CFPB to identify additional
institutions that will be subject to its jurisdiction.

Permitted Activities

Under the Bank Holding Company Act, a bank holding company is generally
permitted to engage in, or acquire direct or indirect control of more than 5 percent
of the voting shares of, any company engaged in the following activities:

® banking or managing or controlling banks;
e furnishing services to or performing services for our subsidiaries; and

e any activity that the Federal Reserve Board determines to be so closely
related to banking as to be a proper incident to the business of banking,
including:

- factoring accounts receivable;

- making, acquiring, brokering or servicing loans and usual related
activities;

- leasing personal or real property;

- operating a non-bank depository institution, such as a savings
association;

- performing trust company functions;
- providing financial and investment advisory activities;
- conducting discount securities brokerage activities;

- underwriting and dealing in government obligations and money
market instruments;

- providing specified management consulting and counseling activities;
- performing selected data processing services and support services;

— acting as agent or broker in selling credit life insurance and other types
of insurance in connection with credit transaction;

- performing selected insurance underwriting activities;

- providing certain community development activities (such as making
investments in projects designed primarily to promote community
welfare); and

- issuing and selling money orders and similar consumer-type payment
instruments.

The Federal Reserve Board has the authority to order a bank holding
company or its subsidiaries to terminate any of these activities or to terminate
its ownership or control of any subsidiary when it has reasonable cause
to believe that the bank holding company’s continued ownership, activity
or control constitutes a serious risk to the financial safety, soundness or
stability of it or any of its bank subsidiaries.

Under the Bank Holding Company Act, a bank holding company may file
an election with the Federal Reserve Board to be treated as a financial
holding company and engage in an expanded list of financial activities.
The election must be accompanied by a certification that the company’s
insured depository institution subsidiary is “well capitalized” and “well
managed.” Additionally, the Community Reinvestment Act of 1977 rating
of the bank holding company’s subsidiary bank(s) must be satisfactory
or better. We have made such an election and are treated as a financial
holding company. As such, we may engage in activities that are financial
in nature or incidental or complementary to financial activities, including
insurance underwriting, securities underwriting and dealing, and making
merchant banking investments in commercial and financial companies. If
our banking subsidiary ceases to be “well capitalized” or “well managed”
under applicable regulatory standards, the Federal Reserve Board may,
among other things, place limitations on our ability to conduct these
broader financial activities or, if the deficiencies persist, require us to divest
the banking subsidiary. In addition, if our banking subsidiary receives a
rating of less than satisfactory under the Community Reinvestment Act,
we would be prohibited from engaging in any additional activities other
than those permissible for bank holding companies that are not financial
holding companies. If, after becoming a financial holding company and
undertaking activities not permissible for a bank holding company, the
company fails to continue to meet any of the prerequisites for financial
holding company status, including those described above, the company
must enter into an agreement with the Federal Reserve Board to comply
with all applicable capital and management requirements. If the company
does not return to compliance within 180 days, the Federal Reserve may
order the company to divest its subsidiary bank or the company may
discontinue or divest investments in companies engaged in, activities
permissible only for a bank holding company that has elected to be treated
as a financial holding company.
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Actions by Federal and State Regulators

Like all bank and financial holding companies, we are regulated extensively
under federal and state law. Under federal and state laws and regulations
pertaining to the safety and soundness of insured depository institutions,
state banking regulators, the Federal Reserve, and separately the FDIC
as the insurer of bank deposits, have the authority to compel or restrict
certain actions on our part if they determine that we have insufficient capital
or other resources, or are otherwise operating in a manner that may be
deemed to be inconsistent with safe and sound banking practices. Under
this authority, our bank regulators can require us to enter into informal or
formal supervisory agreements, including board resolutions, memoranda
of understanding, written agreements and consent or cease and desist
orders, pursuant to which we would be required to take identified corrective
actions to address cited concerns and to refrain from taking certain actions.

As a result of losses that we have incurred to date and our high level of
credit losses and non-performing assets, we entered into a memorandum
of understanding with the Federal Reserve Bank of Atlanta and the Georgia
Commissioner, pursuant to which we agreed to implement plans that are
intended to, among other things, minimize credit losses and reduce the
amount of our distressed assets, limit and manage our concentrations
in commercial loans, improve our credit risk management and related
policies and procedures, address liquidity management and current
and future capital requirements, strengthen enterprise risk management
practices, and provide for succession planning for key corporate and regional
management positions and our board of directors. The memorandum of
understanding also requires that we inform and consult with the Federal
Reserve Board prior to declaring and paying any future dividends, and
obtain the prior approval of the Federal Reserve Bank of Atlanta and the
Georgia Commissioner prior to increasing the quarterly cash dividend on
our Common Stock above $0.01 per share.

In addition, Synovus Bank is presently subject to a memorandum of
understanding with the Georgia Commissioner and the FDIC that is
substantially similar in substance and scope to the holding company
memorandum of understanding described above. The bank memorandum
of understanding also requires that Synovus Bank obtain approval from the
Georgia Commissioner and the FDIC prior to paying any cash dividends
to Synovus and provides that, as a result of our Charter Consolidation,
we will take all necessary steps to avoid customer confusion as a result
of our proposed use of trade names at our various bank branches and to
update our long-term strategic plan to reflect the Charter Consolidation
and the various actions we have otherwise agreed to implement under the
memorandum of understanding. Also, as a result of recent compliance
exams, Synovus Bank entered into an informal written agreement with
the FDIC relating to certain compliance matters. Under this agreement,
Synovus Bank is required to implement written action plans, policies and
procedures to address and remediate identified compliance concerns and
furnish written quarterly progress reports to the FDIC.

If we are unable to comply with the terms of our current supervisory
agreements, or if we become subject to and are unable to comply with the
terms of any future regulatory actions or directives, supervisory agreements, or
orders, then we could become subject to additional, heightened supervisory
actions and orders, possibly including consent orders, prompt corrective
action restrictions and/or other regulatory actions, including prohibitions on
the payment of dividends on our Common Stock and Series A Preferred
Stock. If our regulators were to take such additional supervisory actions,
then we could, among other things, become subject to significant restrictions
on our ability to develop any new business, as well as restrictions on our
existing business, and we could be required to raise additional capital,
dispose of certain assets and liabilities within a prescribed period of time,
or both. The terms of any such supervisory action could have a material
negative effect on our business, reputation, operating flexibility, financial
condition, and the value of our Common Stock. See “Part | - ltem 1A.
Risk Factors - We presently are subject to, and in the future may become
subject to, additional supervisory actions and/or enhanced regulation that
could have a material negative effect on our business, reputation, operating
flexibility, financial condition and the value of our Common Stock.”
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Change in Control

Subject to certain exceptions, the Bank Holding Company Act and the
Change in Bank Control Act, together with regulations promulgated
thereunder, require Federal Reserve Board approval prior to any person or
company acquiring “control” of a bank or bank holding company. Control
is conclusively presumed to exist if an individual or company acquires
25 percent or more of any class of voting securities, and rebuttably presumed
to exist if a person acquires 10 percent or more, but less than 25 percent,
of any class of voting securities and either the company has registered
securities under Section 12 of the Exchange Act or no other person owns
a greater percentage of that class of voting securities immediately after the
transaction. In certain cases, a company may also be presumed to have
control under the Bank Holding Company Act if it acquires 5 percent or
more of any class of voting securities. Our Common Stock is registered
under Section 12 of the Exchange Act.

On September 22, 2008, the Federal Reserve Board issued a policy
statement on minority equity investments in banks and bank holding
companies, that permits investors to (1) acquire up to 33 percent of the
total equity of a target bank or bank holding company, subject to certain
conditions, including (but not limited to) that the investing firm does not
acquire 15 percent or more of any class of voting securities, and (2) designate
at least one director, without triggering the various regulatory requirements
associated with control.

Standards for Safety and Soundness

The Federal Deposit Insurance Act requires the federal bank regulatory
agencies to prescribe, by regulation or guideline, operational and managerial
standards for all insured depository institutions relating to: (1) internal
controls; (2) information systems and audit systems; (3) loan documentation;
(4) credit underwriting; (5) interest rate risk exposure; and (6) asset quality.
The agencies also must prescribe standards for asset quality, earnings,
and stock valuation, as well as standards for compensation, fees and
benefits. The federal banking agencies have adopted regulations and
Interagency Guidelines Prescribing Standards for Safety and Soundness
to implement these required standards. These guidelines set forth the
safety and soundness standards used to identify and address problems
at insured depository institutions before capital becomes impaired. Under
the regulations, if a regulator determines that a bank fails to meet any
standards prescribed by the guidelines, the regulator may require the
bank to submit an acceptable plan to achieve compliance, consistent with
deadlines for the submission and review of such safety and soundness
compliance plans.

Dividends

Synovus is a legal entity separate and distinct from its subsidiaries. Under
the laws of the State of Georgia, we, as a business corporation, may declare
and pay dividends in cash or property unless the payment or declaration
would be contrary to restrictions contained in our Articles of Incorporation,
or unless, after payment of the dividend, we would not be able to pay
our debts when they become due in the usual course of our business
or our total assets would be less than the sum of our total liabilities. In
addition, we are also subject to federal regulatory capital requirements
that effectively limit the amount of cash dividends, if any that we may pay.

Under the Federal Reserve Board guidance reissued on February 24, 2009
the Federal Reserve may restrict our ability to pay dividends on any class of
capital stock or any other Tier 1 capital instrument if we are not deemed to
have a strong capital position. In addition, we may have to reduce or eliminate
dividends if:

e our net income available to shareholders for the past four quarters, net
of dividends previously paid during that period, is not sufficient to fully
fund the dividends;

e our prospective rate of earnings retention is not consistent with the
holding company’s capital needs and overall current and prospective
financial condition; or



* we will not meet, or are in danger of not meeting, the minimum regulatory
capital adequacy ratios.

On November 17, 2010, the Federal Reserve Board issued further guidance
noting, among other things, that bank holding companies should consult
with the Federal Reserve before taking any actions that could result in a
diminished capital bases, including increasing dividends.

As a result of the memorandum of understanding described above and
in “ltem A. Risk Factors - We are presently subject to, and in the future
may become subject to additional, supervisory actions and/or enhanced
regulation that could have a material negative effect on our business,
operating flexibility, financial condition and the value of our Common
Stock” in this Report, we are required to inform the Federal Reserve Board
in advance of declaring or paying any future dividends, and the Federal
Reserve Board could decide at any time that paying any dividends on our
Common Stock or Series A Preferred Stock could be an unsafe or unsound
banking practice. In the current financial and economic environment, the
Federal Reserve Board has indicated that bank holding companies should
carefully review their dividend policy and has in some cases discouraged
payment unless both asset quality and capital are very strong. In addition,
pursuant to the terms of the Synovus Bank memorandum of understanding,
Synovus Bank cannot pay any cash dividends without the approval of
the FDIC and the Georgia Commissioner. Additionally, we are subject to
contractual restrictions that limit our ability to pay dividends if there is an
event of default under such contract.

The primary sources of funds for our payment of dividends to our shareholders
are cash on hand and dividends from our bank and non-bank subsidiaries.
Various federal and state statutory provisions and regulations limit the amount
of dividends that Synovus Bank and our non-banking subsidiaries may pay.
Synovus Bank is a Georgia bank. Under the regulations of the GA DBF, a
Georgia bank must have approval of the GA DBF to pay cash dividends if, at
the time of such payment:

e the ratio of Tier 1 capital to adjusted total assets is less than 6 percent;

¢ the aggregate amount of dividends to be declared or anticipated to be
declared during the current calendar year exceeds 50 percent of its net
after-tax profits for the previous calendar year; or

e its total classified assets in its most recent regulatory examination
exceeded 80 percent of its Tier 1 capital plus its allowance for loan
losses, as reflected in the examination.

In addition, the Georgia Financial Institutions Code currently contains
restrictions on the ability of a Georgia bank to pay dividends other than
from retained earnings. A bill to amend this restriction is pending before
the Georgia legislature and is expected to be signed into law during the
2012 legislative session. If the law is not amended, we will be unable to
obtain any dividends from Synovus Bank until such time as Synovus Bank
has sufficient positive retained earnings.

The Federal Deposit Insurance Corporation Improvement Act generally
prohibits a depository institution from making any capital distribution,
including payment of a dividend, or paying any management fee to its
holding company if the institution would thereafter be undercapitalized.
In addition, federal banking regulations applicable to us and our bank
subsidiary require minimum levels of capital that limit the amounts available
for payment of dividends. In addition, many regulators have a policy,
but not a requirement, that a dividend payment should not exceed net
income to date in the current year. Finally, the ability of banks and bank
holding companies to pay dividends, and the contents of their respective
dividend policies, could be impacted by a range of changes imposed by
the Dodd-Frank Act, many of which will require implementing rules to
become effective.

See “Dividends” under “Part Il - ltem 5. Market for Registrant’'s Common
Equity, Related Stockholder Matters and Issuer Repurchases of Equity
Securities - Dividends” and “Parent Company” under “Part Il - ltem 7.
Management’s Discussion and Analysis of Financial Condition and Results
of Operations” of this Report.
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Capital

We are required to comply with the capital adequacy standards established
by the Federal Reserve Board and our bank subsidiary must comply with
similar capital adequacy standards established by the FDIC. As a financial
holding company, we and our bank subsidiary are required to maintain
capital levels required for a well capitalized institution, as defined in “Prompt
Corrective Action” below.

Our Capital Requirements

The Federal Reserve Board adopted guidelines pursuant to which it assesses
the adequacy of capital in examining and supervising a bank holding
company or financial holding company and in analyzing applications to it
under the Bank Holding Company Act. These guidelines include quantitative
measures that assign risk weightings to assets and off-balance sheet
items and that define and set minimum regulatory capital requirements.
All bank holding companies are required to maintain Tier 1 Capital of at
least 4 percent of risk-weighted assets and off-balance sheet items, Total
Capital (the sum of Tier 1 Capital and Tier 2 Capital) of at least 8 percent
of risk-weighted assets and off-balance sheet items and Tier 1 Capital of
at least 4 percent of adjusted quarterly average assets.

Tier 1 Capital consists principally of shareholders’ equity less any amounts
of goodwill, other intangible assets, non-financial equity investments, and
other items that are required to be deducted by the Federal Reserve Board.
Tier 2 Capital consists principally of perpetual and trust preferred stock
that is not eligible to be included as Tier 1 Capital, term subordinated
debt, intermediate-term preferred stock and, subject to limitations, general
allowances for loan and lease losses. Assets are adjusted under the risk-
based guidelines to take into account different risk characteristics. Average
assets for this purpose do not include goodwill and any other intangible
assets and investments that the Federal Reserve Board determines should
be deducted from Tier 1 Capital.

This regulatory capital framework is expected to change in important
respects as a result of the Dodd-Frank Act and a separate, international
regulatory capital initiative known as “Basel lll.” In particular, the Dodd-
Frank Act eliminates Tier 1 capital treatment for most trust preferred
securities after a three-year phase-in period that begins January 1, 2013.
Furthermore, the current risk-based capital guidelines that apply to
Synovus and its subsidiary bank are based upon the 1988 capital accord
of the BCBS, a committee of central banks and bank supervisors. The
Basel | standards to which U.S. banks and bank and financial holding
companies are subject were implemented by the Federal Reserve. In 2008,
the Federal Reserve began to phase-in capital standards based on the
BCBS’ second capital accord, referred to as Basel I, for large or “core”
international banks (total assets of $250 bilion or more or consolidated foreign
exposures of $10 billion or more). Basel Il emphasizes internal assessment
of credit, market and operational risk, as well as supervisory assessment
and market discipline in determining minimum capital requirements. In
December 2010, BCBS finalized new regulatory capital standards, known
as Basel lll. These standards, which are aimed at capital reform, seek to
further strengthen financial institutions’ capital positions by mandating a
higher minimum level of common equity to be held, along with a capital
conservation buffer to withstand future periods of stress. The Basel Il
regime does not supplant Basel Il, however. The Basel Il requirements
focus on the appropriate allocation of capital to bank assets based on
credit risk. Basel lll addresses the quality of capital and introduces new
capital requirements but does not purport to overrule the credit risk-based
standards of Basel II. In addition, reflecting the importance that regulators
place on managing capital and other risks, on June 16, 2011, the banking
agencies also issued proposed guidance on stress testing for banking
organizations with more than $10 billion in total consolidated assets; this
proposed guidance outlines four “high-level” principles for stress testing
practices that should be a part of a banking organization’s stress-testing
framework. Specifically, the guidance calls for the framework to (i) include
activities and exercises that are tailored to the activities of the organization;
(i) employ multiple conceptually sound activities and approaches; (iii) be
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forward-looking and flexible; and (iv) be clear, actionable, well-supported,
and used in the decision-making process. Moreover, the federal bank
regulators have issued a series of guidance and rulemakings applicable
to “large banks.” While many of these do not currently apply us due to
our asset size, these issuances could impact industry capital standards
and practices in many, potentially unforeseeable ways.

As of December 31, 2011, our Tier 1 common equity is in excess of the
minimum common equity and additional conservation buffer stipulated by
these newly proposed requirements. Regardless, complying with these
new capital requirements will likely affect our operations, and the extent to
which we will be affected will be known with more certainty once additional
clarity is provided on the underlying details of these new requirements.
These new requirements have been endorsed by the U.S. banking
regulators, but have not yet been translated by the regulators into official
regulation for U.S. financial institutions. It is anticipated that the regulators
will adopt new regulatory capital requirements similar to those proposed
by the BCBS, and the new requirements are anticipated to be phased-in
for U.S. financial institutions beginning in 2013. It is widely anticipated that
the capital requirements for most bank and financial holding companies,
as well as for most insured depository institutions, will increase, although
the nature and amounts of the increase have not yet been specified.

Capital Ratios

See “Part | - ltem 1A. Risk Factors - If economic conditions worsen or
regulatory capital rules are modified, we may be required to undertake
additional strategic initiatives to improve our capital position.”

Synovus Bank’s Capital Requirements

To be well-capitalized, Synovus Bank must generally maintain a Total
Capital (the sum of Tier 1 Capital and Tier 2 Capital) ratio of 10 percent or
greater, a Tier 1 Capital ratio of 6 percent or greater, and a leverage ratio of
5 percent or greater. For the purposes of these tests, Tier 1 Capital consists
of common equity, retained earnings and a limited amount of qualifying
preferred stock, less goodwill and certain core deposit intangibles. Tier 2
Capital consists of non-qualifying preferred stock, certain types of debt
and the eligible portion of the allowance for loan losses.

In measuring the adequacy of capital, assets are weighted for risk at rates
that generally range from zero percent to 100 percent. Certain assets,
such as most cash instruments and U.S. Treasury securities, have a zero
risk weighting. Others, such as certain commercial and consumer loans,
have a 100 percent risk weighting. Risk weightings are also assigned
for off-balance sheet items such as unfunded loan commitments. The
various items are multiplied by the appropriate risk-weighting to determine
risk-adjusted assets for the capital calculations. For the leverage ratio
mentioned above, assets are not risk-weighted.

Certain regulatory capital ratios for Synovus and Synovus Bank as of December 31, 2011 are shown in the following table.

TABLE 5 - CAPITAL RATIOS AS OF DECEMBER 31, 2011

Regulatory
Regulatory Minimums to be
Minimums Well-Capitalized Synovus Synovus Bank
Tier 1 capital ratio 4.0% 6.0% 12.94% 13.87%
Total risk-based capital ratio 8.0 10.0 16.49 15.14
Leverage ratio 4.0 5.0 10.08 10.82

Synovus Bank is a party to a memorandum of understanding with the FDIC
and the GA DBF and has agreed to maintain minimum capital ratios at
specified levels higher than those otherwise required by applicable regulation
as follows: Tier 1 capital to total average assets (leverage ratio) - 8% and
total capital to risk-weighted assets (total risk-based capital ratio) - 10%.
See “Part | - ltem 1A. Risk Factors - We presently are subject to, and in
the future may become subject to, additional supervisory actions and/
or enhanced regulation that could have a material negative effect on our
business, reputation, operating flexibility, financial condition and the value
of our Common Stock” of this Report.

See Note 14 of Notes to Consolidated Financial Statements in this Report
and “Part Il - Item 7. Management'’s Discussion and Analysis of Financial
Condition of Results of Operations - Capital Resources” of this Report
for additional information on the calculation of capital ratios for Synovus
and Synovus Bank.

Prompt Corrective Action for Undercapitalization

The Federal Deposit Insurance Corporation Improvement Act established a
system of prompt corrective action to resolve the problems of undercapitalized
insured depository institutions. Under this system, the federal banking regulators
are required to rate insured depository institutions on the basis of five capital
categories as described below. The federal banking regulators are also
required to take mandatory supervisory actions and are authorized to take
other discretionary actions, with respect to insured depository institutions in
the three undercapitalized categories, the severity of which will depend upon
the capital category in which the insured depository institution is assigned.
Generally, subject to a narrow exception, the Federal Deposit Insurance
Corporation Improvement Act requires the banking regulator to appoint a
receiver or conservator for an insured depository institution that is critically
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undercapitalized. The federal banking agencies have specified by regulation
the relevant capital level for each category. Under the regulations, all insured
depository institutions are assigned to one of the following capital categories:

¢ Well Capitalized - The insured depository institution exceeds the required
minimum level for each relevant capital measure. A well capitalized
insured depository institution is one (1) having a total risk-based capital
ratio of 10 percent or greater, (2) having a Tier 1 risk-based capital ratio
of 6 percent or greater, (3) having a leverage capital ratio of 5 percent
or greater, and (4) that is not subject to any order or written directive
to meet and maintain a specific capital level for any capital measure.

e Adequately Capitalized - The insured depository institution meets the
required minimum level for each relevant capital measure. An adequately
capitalized insured depository institution is one (1) having a total risk-based
capital ratio of 8 percent or greater, (2) having a Tier 1 risk-based capital
ratio of 4 percent or greater, and (3) having a leverage capital ratio of
4 percent or greater, or a leverage capital ratio of 3 percent or greater if
the institution is rated composite 1 under the CAMELS (Capital, Assets,
Management, Earnings, Liquidity and Sensitivity to market risk) rating
system; and (4) failing to meet the definition of a well capitalized bank.

Undercapitalized - The insured depository institution fails to meet the
required minimum level for any relevant capital measure. An undercapitalized
insured depository institution is one (1) having a total risk-based capital
ratio of less than 8 percent, (2) having a Tier 1 risk-based capital ratio of
less than 4 percent, or (3) a leverage capital ratio of less than 4 percent,
or if the institution is rated a composite 1 under the CAMELS rating
system, a leverage capital ratio of less than 3 percent.

Significantly Undercapitalized - The insured depository institution is
significantly below the required minimum level for any relevant capital
measure. A significantly undercapitalized insured depository institution is



one (1) having a total risk-based capital ratio of less than 6 percent, (2) a
Tier 1 risk-based capital ratio of less than 3 percent, or (3) a leverage
capital ratio of less than 3 percent.

e Critically Undercapitalized - The insured depository institution fails to
meet a critical capital level set by the appropriate federal banking agency.
A critically undercapitalized institution is one having a ratio of tangible
equity to total assets that is equal to or less than 2 percent.

The regulations permit the appropriate federal banking regulator to
downgrade an institution to the next lower category if the regulator
determines after notice and opportunity for hearing or response that the
institution (1) is in an unsafe or unsound condition or (2) has received and not
corrected a less-than-satisfactory rating for any of the categories of asset
quality, management, earnings or liquidity in its most recent examination.
Supervisory actions by the appropriate federal banking regulator depend
upon an institution’s classification within the five categories. Our management
believes that we and our bank subsidiary have the requisite capital
levels to qualify as well capitalized institutions under the Federal Deposit
Insurance Corporation Improvement Act regulations. See Note 14 of Notes
to Consolidated Financial Statements in “Part Il - ltem 8” of this Report.

If an institution fails to remain well-capitalized, it will be subject to a variety
of enforcement remedies that increase as the capital condition worsens.
For instance, the Federal Deposit Insurance Corporation Improvement
Act generally prohibits a depository institution from making any capital
distribution, including payment of a dividend, or paying any management
fee to its holding company if the depository institution would thereafter be
undercapitalized as a result. See “- Dividends.” Undercapitalized depository
institutions are subject to restrictions on borrowing from the Federal
Reserve System. In addition, undercapitalized depository institutions may
not accept brokered deposits absent a waiver from the FDIC, are subject
to growth limitations and are required to submit capital restoration plans
for regulatory approval. A depository institution’s holding company must
guarantee any required capital restoration plan, up to an amount equal to
the lesser of 5 percent of the depository institution’s assets at the time it
becomes undercapitalized or the amount of the capital deficiency when
the institution fails to comply with the plan. Federal banking agencies may
not accept a capital plan without determining, among other things, that the
plan is based on realistic assumptions and is likely to succeed in restoring
the depository institution’s capital. If a depository institution fails to submit
an acceptable plan, it is treated as if it is significantly undercapitalized.

Significantly undercapitalized depository institutions may be subject to a
number of requirements and restrictions, including orders to sell sufficient
voting stock to become adequately capitalized, requirements to reduce
total assets and cessation of receipt of deposits from correspondent
banks. Critically undercapitalized depository institutions are subject to
appointment of a receiver or conservator.

Deposit Insurance and Assessments

Deposits at our bank are insured by the DIF as administered by the
FDIC, up to the applicable limits established by law. The Dodd-Frank Act
amended the statutory regime governing the DIF. Among other things, the
Dodd-Frank Act established a minimum designated reserve ratio (‘DRR”)
of 1.35 percent of estimated insured deposits, required that the fund
reserve ratio reach 1.35 percent by September 30, 2020 and directed the
FDIC to amend its regulations to redefine the assessment base used for
calculating deposit insurance assessments. Specifically, the Dodd-Frank
Act requires the assessment base to be an amount equal to the average
consolidated total assets of the insured depository institution during
the assessment period, minus the sum of the average tangible equity
of the insured depository institution during the assessment period and
an amount the FDIC determines is necessary to establish assessments
consistent with the risk-based assessment system found in the Federal
Deposit Insurance Act.
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In December of 2010, the FDIC adopted a final rule setting the DRR at
2.0 percent. Furthermore, on February 7, 2011, the FDIC issued a final rule
changing its assessment system from one based on domestic deposits
to one based on the average consolidated total assets of a bank minus
its average tangible equity during each quarter. The February 7, 2011
final rule modifies two adjustments added to the risk-based pricing
system in 2009 (an unsecured debt adjustment and a brokered deposit
adjustment), discontinues a third adjustment added in 2009 (the secured
liability adjustment), and adds an adjustment for long-term debt held by an
insured depository institution where the debt is issued by another insured
depository institution. Under the February 7, 2011 final rule, the total base
assessment rates will vary depending on the DIF reserve ratio. For example,
for banks in the best risk category, the total base assessment rates will
be between 2.5 and 9 basis points when the DIF reserve ratio is below
1.15 percent, between 1.5 and 7 basis points when the DIF reserve ratio is
between 1.15 percent and 2 percent, between 1 and 6 basis points when
the DIF reserve ratio is between 2 percent and 2.5 percent and between
0.5 and 5 basis points when the DIF reserve ratio is 2.5 percent or higher.

In addition, the FDIC collects FICO deposit assessments, which is calculated
off of the new assessment base established by the Dodd-Frank Act. FICO
assessments are set quarterly, and in 2011 ranged from 1.020 (annual)
basis points in the first quarter to .680 (annual) basis points in the second,
third and fourth quarters. Synovus Bank pays the deposit insurance
assessment, less offset available by means of prepaid assessment credits,
and pays the quarterly FICO assessments.

The Dodd-Frank Act provides temporary, unlimited deposit insurance for
all noninterest-bearing transaction accounts. In January 2011, the FDIC
issued final rules implementing this provision of the Dodd-Frank Act by
including IOLTA accounts within the definition of a noninterest-bearing
transaction account. Per the FDIC'’s final rules, all funds held in IOLTA
accounts, together with all other noninterest-bearing transaction account
deposits, are fully insured, without limit, from December 31, 2010, through
December 31, 2012. See “Part | - ltem 1A. Risk Factors - Regulation of
the financial services industry continues to undergo major changes, and
future legislation could increase our cost of doing business or harm our
competitive position.”

On November 12, 2009, the FDIC imposed a requirement on all financial
institutions to prepay three years of FDIC insurance premiums. On
December 30, 2009, Synovus prepaid $188.9 million of FDIC insurance
premiums for the next three years. On December 31, 2011, Synovus’
prepaid FDIC insurance premiums totaled approximately $76.6 million.

With respect to brokered deposits, an insured depository institution must
be well-capitalized in order to accept, renew or roll over such deposits
without FDIC clearance. An adequately capitalized insured depository
institution must obtain a waiver from the FDIC in order to accept, renew or
roll over brokered deposits. Undercapitalized insured depository institutions
generally may not accept, renew or roll over brokered deposits. See the
“Deposits” section of “Part Il - ltem 7. Management’s Discussion and
Analysis of Financial Condition and Results of Operations” of this Report.

Dodd-Frank Act; Future Changes to Legal
Framework

On July 21, 2010, President Obama signed into law the Dodd-Frank Act,
which will substantially change the regulatory framework under which we
operate over the next several years. The Dodd-Frank Act represents a
significant overhaul of many aspects of the regulation of the financial-services
industry, addressing, among other things, systemic risk, capital adequacy,
deposit insurance assessments, consumer financial protection, interchange
fees, derivatives, lending limits, mortgage lending practices, registration of
investment advisors and changes among the bank regulatory agencies.
Among the provisions that may affect the operations of Synovus or Synovus
Bank are the following:

e Creation of the CFPB with centralized authority, including examination and
enforcement authority, for consumer protection in the banking industry.
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e New limitations on federal preemption.

* New prohibitions and restrictions on the ability of a banking entity and
nonbank financial company to engage in proprietary trading and have
certain interests in, or relationships with, a hedge fund or private equity fund.

® Application of new regulatory capital requirements, including changes to
leverage and risk-based capital standards and changes to the components
of permissible tiered capital.

e Requirement that the company and its subsidiary bank be well capitalized
and well managed in order to engage in activities permitted for financial
holding companies.

e Changes to the assessment base for deposit insurance premiums.

e Permanently raising the FDIC’s standard maximum insurance amount
to $250,000 and, through December 31, 2012, providing unlimited
insurance coverage for noninterest-bearing demand transaction accounts.

¢ Repeal of the prohibition on the payment of interest on demand deposits,
effective July 21, 2011, thereby permitting depository institutions to pay
interest on business transaction and other accounts.

® Restrictions on compensation, including a prohibition on incentive-based
compensation arrangements that encourage inappropriate risk by taking
covered financial institutions and are deemed to be excessive, or that
may lead to material losses.

* Requirement that sponsors of asset-backed securities retain a percentage
of the credit risk underlying the securities.

® Requirement that banking regulators remove references to and requirements
of reliance upon credit ratings from their regulations and replace them
with appropriate alternatives for evaluating creditworthiness.

Some of these and other major changes, such as the planned expiration
of the unlimited insurance coverage for noninterest-bearing demand
transaction accounts at December 31, 2012, could materially impact the
profitability of our business, the value of assets we hold or the collateral
available for our loans, require changes to business practices or force
us to discontinue businesses and expose us to additional costs, taxes,
liabilities, enforcement actions and reputational risk. Many of these provisions
became effective upon enactment of the Dodd-Frank Act, while others
are subject to further study, rule-making, and the discretion of regulatory
bodies. In light of these significant changes and the discretion afforded to
federal regulators, we cannot fully predict the effect that compliance with
the Dodd-Frank Act or any implementing regulations will have on Synovus’
businesses or its ability to pursue future business opportunities. Additional
regulations resulting from the Dodd-Frank Act may materially adversely
affect Synovus’ business, financial condition or results of operations. See
“Part 1 - ltem 1A. Risk Factors - Regulation of the financial services industry
is undergoing major changes, and future legislation could increase our
cost of doing business or harm our competitive position” of this Report.

Additional changes to the laws and regulations applicable to us are
frequently proposed at both the federal and state levels. The likelihood,
timing, and scope of any such change and the impact any such change
may have on us are impossible to determine with any certainty.

Consumer Protection Regulations

Retail activities of banks are subject to a variety of statutes and regulations
designed to protect consumers. Interest and other charges collected or
contracted for by banks are subject to state usury laws and federal laws
concerning interest rates. Loan operations are also subject to federal laws
applicable to credit transactions, such as:

e the federal Truth-In-Lending Act and Regulation Z issued by the Federal
Reserve Board, governing disclosures of credit terms to consumer
borrowers;

¢ the Home Mortgage Disclosure Act and Regulation C issued by the Federal
Reserve Board, requiring financial institutions to provide information to
enable the public and public officials to determine whether a financial
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institution is fulfilling its obligation to help meet the housing needs of
the community it serves;

e the Equal Credit Opportunity Act and Regulation B issued by the Federal
Reserve Board, prohibiting discrimination on the basis of race, creed or
other prohibited factors in extending credit;

e the Fair Credit Reporting Act and Regulation V issued by the Federal
Reserve Board, governing the use and provision of information to
consumer reporting agencies;

e the Fair Debt Collection Act, governing the manner in which consumer
debts may be collected by collection agencies; and

e the guidance of the various federal agencies charged with the responsibility
of implementing such federal laws.

Deposit operations also are subject to:

e the Truth in Savings Act and Regulation DD issued by the Federal Reserve
Board, which requires disclosure of deposit terms to consumers;

e Regulation CC issued by the Federal Reserve Board, which relates to
the availability of deposit funds to consumers;

e the Right to Financial Privacy Act, which imposes a duty to maintain the
confidentiality of consumer financial records and prescribes procedures
for complying with administrative subpoenas of financial records; and

e the Electronic Funds Transfer Act and Regulation E issued by the Federal
Reserve Board, which governs automatic deposits to and withdrawals
from deposit accounts and customers’ rights and liabilities arising from the
use of automated teller machines and other electronic banking services.

In addition, there are a number of significant consumer protection standards
that apply to functional areas of operation (rather than applying only to
loan or deposit products). For example, in June 2010, the Federal Reserve
issued a final rule establishing standards for debit card interchange fees
and prohibiting network exclusivity arrangements and routing restrictions.
The Federal Reserve and FDIC also recently enacted consumer protection
regulations related to automated overdraft payment programs offered by
financial institutions. The FDIC has also issued rules aimed at protecting
consumer in connection with retail foreign exchange transactions. In
addition, the Federal Reserve has been actively revising Regulation E, which
governs electronic transactions, including a recent proposal governing
remittance transfer transactions. Among the finalized changes made to
Regulation E, is the November 2009 amendment, which prohibits financial
institutions, including Synovus Bank, from charging consumers fees for
paying overdrafts on automated teller machine and one-time debit card
transactions, unless a consumer consents, or opts in, to the overdraft service
for those types of transactions. Regulation E amendments also require
financial institutions to provide consumers with a notice that explains the
financial institution’s overdraft services, including the fees associated with
the service and the consumer’s choices. The amendments to Regulation
E became effective on August 1, 2010.

In November 2010, the FDIC supplemented the Regulation E amendments
by requiring FDIC-supervised institutions, including Synovus Bank, to
implement additional changes relating to automated overdraft payment
programs by July 1, 2011. The most significant of these changes require
financial institutions to monitor overdraft payment programs for “excessive
or chronic” customer use and undertake “meaningful and effective” follow-
up action with customers that overdraw their accounts more than six times
during a rolling 12-month period. The additional guidance also imposes
daily limits on overdraft charges, requires institutions to review and modify
check-clearing procedures, prominently distinguish account balances from
available overdraft coverage amounts and requires increased board and
management oversight regarding overdraft payment programs.

Many of the foregoing laws and regulations are subject to change resulting
from the provisions in the Dodd-Frank Act, which in many cases calls for
revisions to implementing regulations. In addition, oversight responsibilities
of these and other consumer protection laws and regulations transferred
from the bank’s primary regulator to the CFPB. The CFPB is in the process
of republishing the transferred regulations in a new section of the Code of



Federal Regulations but has not yet made substantive changes to these
rules. It is anticipated that the CFPB will be making substantive changes to
a number of consumer protection regulations and associated disclosures
in the near term. We cannot predict the effect that being regulated by
a new, additional regulatory authority focused on consumer financial
protection, or any new implementing regulations or revisions to existing
regulations that may result from the establishment of this new authority,
will have on Synovus’ businesses. Additional regulations resulting from
the Dodd-Frank Act may materially adversely affect Synovus’ business,
financial condition or results of operations. See “Part 1 - ltem 1A. Risk
Factors - Regulation of the financial services industry is undergoing major
changes, and future legislation could increase our cost of doing business
or harm our competitive position” of this Report.

In addition, Synovus Bank may also be subject to certain state laws and
regulations designed to protect consumers.

Anti-Money Laundering; USA PATRIOT Act;
Office of Foreign Assets Control

Financial institutions must maintain anti-money laundering programs that
include established internal policies, procedures, and controls; a designated
compliance officer; an ongoing employee training program; and testing
of the program by an independent audit function. We are prohibited from
entering into specified financial transactions and account relationships and
must meet enhanced standards for due diligence in dealings with foreign
financial institutions and foreign customers. We also must take reasonable
steps to conduct enhanced scrutiny of account relationships to guard
against money laundering and to report any suspicious transactions.
Recent laws provide law enforcement authorities with increased access
to financial information maintained by banks. Anti-money laundering
obligations have been substantially strengthened as a result of the USA
PATRIOT Act, enacted in 2001 and renewed in 2006. Bank regulators
routinely examine institutions for compliance with these obligations and
are required to consider compliance in connection with the regulatory
review of applications.

The USA PATRIOT Act amended, in part, the Bank Secrecy Act and provides
for the facilitation of information sharing among governmental entities and
financial institutions for the purpose of combating terrorism and money
laundering. The statute also creates enhanced information collection
tools and enforcement mechanics for the U.S. government, including:
(1) requiring standards for verifying customer identification at account
opening; (2) promulgating rules to promote cooperation among financial
institutions, regulators, and law enforcement entities in identifying parties
that may be involved in terrorism or money laundering; (3) requiring reports
by nonfinancial trades and businesses filed with the Treasury’s Financial
Crimes Enforcement Network for transactions exceeding $10,000; and
(4) mandating the filing of suspicious activities reports if a bank believes
a customer may be violating U.S. laws and regulations. The statute also
requires enhanced due diligence requirements for financial institutions that
administer, maintain, or manage private bank accounts or correspondent
accounts for non-U.S. persons.

The Federal Bureau of Investigation may send bank regulatory agencies
lists of the names of persons suspected of involvement in terrorist activities.
Our banks can be requested to search their records for any relationships
or transactions with persons on those lists and may be required to report
any identified relationships or transactions. Furthermore, the Office of
Foreign Assets Control, or OFAGC, is responsible for helping to ensure
that U.S. entities do not engage in transactions with certain prohibited
parties, as defined by various Executive Orders and Acts of Congress.
OFAC publishes, and routinely updates, lists of names of persons and
organizations suspected of aiding, harboring or engaging in terrorist acts,
including the Specially Designated Nationals and Blocked Persons. If we
find a name on any transaction, account or wire transfer that is on an
OFAC list, we must freeze such account, file a suspicious activity report
and notify the appropriate authorities.
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Commitments to Synovus Bank

Under the Federal Reserve Board’s policy, we are expected to serve as a
source of financial strength to Synovus Bank and to commit resources to
support Synovus Bank in circumstances when we might not do so absent
such policy. Under the Bank Holding Company Act, the Federal Reserve
Board may require a bank holding company to terminate any activity or
relinquish control of a nonbank subsidiary, other than a nonbank subsidiary
of a bank, upon the Federal Reserve Board’s determination that such
activity or control constitutes a serious risk to the financial soundness or
stability of any depository institution subsidiary. Further, the Federal Reserve
Board has discretion to require a bank holding company to divest itself
of any bank or non-bank subsidiaries if the agency determines that any
such divestiture may aid the depository institution’s financial condition. In
addition, any capital loans by us to Synovus Bank would be subordinate
in right of payment to depositors and to certain other indebtedness of
the bank. Notably, the Dodd-Frank Act codified the Federal Reserve’s
“source of strength” doctrine; this statutory change became effective
July 21, 2011. In addition to the foregoing requirements, the Dodd-Frank
Act’s new provisions authorize the Federal Reserve to require a company
that directly or indirectly controls a bank to submit reports that are designed
both to assess the ability of such company to comply with its “source
of strength” obligations and to enforce the company’s compliance with
these obligations. As of the date of this Report, the Federal Reserve and
other federal banking regulators have not yet issued rules implementing
this requirement, which are scheduled to be issued by July 21, 2012.

If we were to enter bankruptcy or become subject to the orderly liquidation
process established by the Dodd-Frank Act, any commitment by us to a
federal bank regulatory agency to maintain the capital of Synovus Bank
would be assumed by the bankruptcy trustee or the FDIC, as appropriate,
and entitled to a priority of payment. In addition, the FDIC provides that any
insured depository institution generally will be liable for any loss incurred
by the FDIC in connection with the default of, or any assistance provided
by the FDIC to, a commonly controlled insured depository institution.
Synovus Bank is an FDIC-insured depository institution and thus subject
to these requirements.

Transactions with Affiliates and Insiders

A variety of legal limitations restrict our subsidiary bank from lending or
otherwise supplying funds or in some cases transacting business with
us or our non-bank subsidiaries. Synovus Bank is subject to Sections
23A and 23B of the Federal Reserve Act and Federal Reserve Regulation
W. Section 23A places limits on the amount of “covered transactions,”
which include loans or extensions of credit to, investments in or certain
other transactions with, affiliates as well as the amount of advances to
third parties collateralized by the securities or obligations of affiliates. The
aggregate of all covered transactions is limited to 10 percent of the bank’s
capital and surplus for any one affiliate and 20 percent for all affiliates.
Furthermore, within the foregoing limitations as to amount, certain covered
transaction must meet specified collateral requirements ranging from 100
to 130 percent. Also, the bank is prohibited from purchasing low quality
assets from any of its affiliates. Section 608 of the Dodd-Frank Act broadens
the definition of “covered transactions” to include derivative transactions
and the borrowing or lending of securities if the transaction will cause a
bank to have credit exposure to an affiliate. The revised definition also
includes the acceptance of debt obligations of an affiliate as collateral
for a loan or extension of credit to a third-party. Furthermore, reverse
repurchase transactions will be viewed as extensions of credit (instead
of asset purchases) and thus become subject to collateral requirements.
These expanded definitions take effect on July 21, 2012.

Section 23B, among other things, prohibits an institution from engaging
in certain transactions with affiliates unless the transactions are on terms
substantially the same, or at least as favorable to the bank, as those prevailing
at the time for comparable transactions with nonaffiliated companies.
Except for limitations on low quality asset purchases and transactions that
are deemed to be unsafe or unsound, Regulation W generally excludes
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affiliated depository institutions from treatment as affiliates. Transactions
between a bank and any of its subsidiaries that are engaged in certain
financial activities may be subject to the affiliated transaction limits. The
Federal Reserve Board also may designate bank subsidiaries as affiliates.

Banks are also subject to quantitative restrictions on extensions of credit
to executive officers, directors, principal shareholders, and their related
interests. In general, such extensions of credit (1) may not exceed certain
dollar limitations, (2) must be made on substantially the same terms,
including interest rates and collateral, as those prevailing at the time for
comparable transactions with third parties and (3) must not involve more
than the normal risk of repayment or present other unfavorable features.
Certain extensions of credit also require the approval of a bank’s board
of directors.

Regulatory Examinations

Federal and state banking agencies require us and our subsidiary bank
to prepare annual reports on financial condition and to conduct an annual
audit of financial affairs in compliance with minimum standards and
procedures. Synovus Bank, and in some cases we and our nonbank
affiliates, must undergo regular on-site examinations by the appropriate
regulatory agency, which will examine for adherence to a range of legal
and regulatory compliance responsibilities. A bank regulator conducting
an examination has complete access to the books and records of the
examined institution. The results of the examination are confidential. The
cost of examinations may be assessed against the examined institution
as the agency deems necessary or appropriate.

Community Reinvestment Act

The Community Reinvestment Act requires the FDIC to evaluate the
record of Synovus Bank in meeting the credit needs of its local community,
including low and moderate income neighborhoods. These evaluations
are considered in evaluating mergers, acquisitions, and applications to
open a branch or facility. Failure to adequately meet these criteria could
result in additional requirements and limitations on the bank.

Commercial Real Estate Lending

Lending operations that involve concentrations of commercial real estate loans
are subject to enhanced scrutiny by federal banking regulators. The regulators
have advised financial institutions of the risks posed by commercial real estate
lending concentrations. Such loans generally include land development,
construction loans and loans secured by multifamily property, and nonfarm,
nonresidential real property where the primary source of repayment is derived
from rental income associated with the property. The guidance prescribes the
following guidelines for examiners to help identify institutions that are potentially
exposed to concentration risk and may warrant greater supervisory scrutiny:

e total reported loans for construction, land development and other land
represent 100 percent or more of the institutions total capital, or

e total commercial real estate loans represent 300 percent or more of the
institution’s total capital, and the outstanding balance of the institution’s
commercial real estate loan portfolio has increased by 50 percent or
more during the prior 36 months.

In October 2009, the federal banking agencies issued additional guidance
on commercial real estate lending that emphasizes these considerations.

In addition, the Dodd-Frank Act contains provisions that may impact our
business by reducing the amount of our commercial real estate lending
and increasing the cost of borrowing, including rules relating to risk
retention of securitized assets. Section 941 of the Dodd-Frank Act requires,
among other things, a loan originator or a securitizer of asset-backed
securities to retain a percentage of the credit risk of securitized assets.
The banking agencies have jointly issued a proposed rule to implement
these requirements but have yet to issue final rules.
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Branching

The Dodd-Frank Act substantially amended the legal framework that had
previously governed interstate branching activities. Formerly, under the
Reigle-Neal Interstate Banking and Branching Efficiency Act of 1994, a
bank’s ability to branch into a particular state was largely dependent upon
whether the state “opted in” to de novo interstate branching. Many states
did not “opt-in,” which resulted in branching restrictions in those states.
The Dodd-Frank Act removed the “opt-in” concept and permits banks to
engage in de novo branching outside of their home states, provided that
the laws of the target state permit banks chartered in that state to branch
within that state. Accordingly, de novo interstate branching by Synovus
Bank is subject to these new standards. All branching in which Synovus
Bank may engage remains subject to regulatory approval and adherence
to applicable legal and regulatory requirements.

Anti-Tying Restrictions

In general, a bank may not extend credit, lease, sell property, or furnish
any services or fix or vary the consideration for them on the condition that
(1) the customer obtain or provide some additional credit, property, or
services from or to the bank or bank holding company or their subsidiaries,
or (2) the customer not obtain some other credit, property, or services from
a competitor, except to the extent reasonable conditions are imposed to
assure the soundness of the credit extended. A bank may, however, offer
combined-balance products and may otherwise offer more favorable terms
if a customer obtains two or more traditional bank products. Also, certain
foreign transactions are exempt from the general rule.

Privacy and Credit Reporting

Financial institutions are required to disclose their policies for collecting
and protecting confidential customer information. Customers generally
may prevent financial institutions from sharing nonpublic personal financial
information with nonaffiliated third parties, with some exceptions, such
as the processing of transactions requested by the consumer. Financial
institutions generally may not disclose certain consumer or account
information to any nonaffiliated third-party for use in telemarketing, direct
mail marketing or other marketing. Federal and state banking agencies
have prescribed standards for maintaining the security and confidentiality
of consumer information, and we are subject to such standards, as well
as certain federal and state laws or standards for notifying consumers in
the event of a security breach.

Synovus Bank utilizes credit bureau data in underwriting activities. Use of
such data is regulated under the Fair Credit Reporting Act and Regulation
V on a uniform, nationwide basis, including credit reporting, prescreening,
and sharing of information between affiliates and the use of credit data.
The Fair and Accurate Credit Transactions Act, which amended the Fair
Credit Reporting Act, permits states to enact identity theft laws that are
not inconsistent with the conduct required by the provisions of that Act.

Enforcement Powers

Synovus Bank and its “institution-affiliated parties,” including management,
employees, agents, independent contractors and consultants, such as
attorneys and accountants and others who participate in the conduct of
the institution’s affairs, are subject to potential civil and criminal penalties
for violations of law, regulations or written orders of a government agency.
Violations can include failure to timely file required reports, filing false or
misleading information or submitting inaccurate reports. Civil penalties may
be as high as $1,000,000 a day for such violations and criminal penalties
for some financial institution crimes may include imprisonment for 20 years.
Regulators have flexibility to commence enforcement actions against
institutions and institution-affiliated parties, and the FDIC has the authority
to terminate deposit insurance. When issued by a banking agency, cease-
and-desist and similar orders may, among other things, require affirmative
action to correct any harm resulting from a violation or practice, including



restitution, reimbursement, indemnifications or guarantees against loss.
A financial institution may also be ordered to restrict its growth, dispose
of certain assets, rescind agreements or contracts, or take other actions
determined to be appropriate by the ordering agency. The federal banking
agencies also may remove a director or officer from an insured depository
institution (or bar them from the industry) if a violation is willful or reckless.

We have entered into a memorandum of understanding with the Federal
Reserve Bank of Atlanta and the Georgia Commissioner, pursuant to
which we agreed to implement plans that are intended to, among other
things, minimize credit losses and reduce the amount of our distressed
assets, limit and manage our concentrations in commercial real estate
loans, improve our credit risk management and related policies and
procedures, address liquidity management and current and future capital
requirements, strengthen enterprise risk management practices, and
provide for succession planning for key corporate and regional management
positions. Additionally, Synovus Bank is presently subject to a memorandum
of understanding with the Georgia Commissioner and the FDIC that is
substantially similar in substance and scope to the holding company
memorandum of understanding described above and, as a result of
recent compliance exams, Synovus Bank has entered into an informal
written agreement with the FDIC relating to certain compliance matters.
See “Part | - ltem 1A. Risk Factors - We are presently subject to, and in
the future may become subject to, additional supervisory actions and/
or enhanced regulation that could have a material negative effect on our
business, reputation, operating flexibility, financial condition and the value
of our Common Stock” of this Report.

Monetary Policy and Economic Controls

The earnings of Synovus Bank, and therefore our earnings, are affected
by the policies of regulatory authorities, including the monetary policy of
the Federal Reserve Board. An important function of the Federal Reserve
Board is to promote orderly economic growth by influencing interest
rates and the supply of money and credit. Among the methods that
have been used to achieve this objective are open market operations
in U.S. government securities, changes in the discount rate for bank
borrowings, expanded access to funds for nonbanks and changes in
reserve requirements against bank deposits. These methods are used in
varying combinations to influence overall growth and distribution of bank
loans, investments and deposits, interest rates on loans and securities,
and rates paid for deposits. Recently, in response to the financial crisis,
the Federal Reserve Board has created several innovative programs to
stabilize certain financial institutions and to ensure the availability of credit.

The effects of the various Federal Reserve Board policies on our future
business and earnings cannot be predicted. We cannot predict the nature
or extent of any effects that possible future governmental controls or
legislation might have on our business and earnings.

Depositor Preference Statute

Federal law provides that deposits and certain claims for administrative
expenses and employee compensation against an insured depository
institution are afforded priority over other general unsecured claims against
such institution, including federal funds and letters of credit, in the liquidation
or other resolution of the institution by any receiver.

TARP Regulations

EESA and ARRA

Under the EESA, Congress has the ability to impose “after-the-fact” terms
and conditions on participants in the CPP. As a participant in the CPP,
we are subject to any such retroactive legislation. On February 10, 2009,
the Treasury announced the Financial Stability Plan under the EESA (“the
Financial Stability Plan”) which is intended to further stabilize financial
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institutions and stimulate lending across a broad range of economic
sectors. On February 18, 2009, President Obama signed the ARRA, a
broad economic stimulus package that included additional restrictions on,
and potential additional regulation of, financial institutions.

On June 10, 2009, under the authority granted to it under ARRA and
EESA, the Treasury issued an interim final rule under Section 111 of
EESA, as amended by ARRA, regarding compensation and corporate
governance restrictions that would be imposed on TARP recipients,
effective June 15, 2009. As a TARP recipient with currently outstanding
TARP obligations, we are subject to the compensation and corporate
governance restrictions and requirements set forth in the interim final
rule, which, among other things: (1) prohibit us from paying or accruing
bonuses, retention awards or incentive compensation, except for certain
long-term stock awards, to our senior executives and next 20 most highly
compensated employees; (2) prohibit us from making severance payments
to any of our senior executive officers or next five most highly compensated
employees; (3) require us to conduct semi-annual risk assessments to assure
that our compensation arrangements do not encourage “unnecessary and
excessive risks” or the manipulation of earnings to increase compensation;
(4) require us to recoup or “clawback” any bonus, retention award or
incentive compensation paid by us to a senior executive officer or any of
our next 20 most highly compensated employees, if the payment was
based on financial statements or other performance criteria that are
later found to be materially inaccurate; (5) prohibit us from providing tax
gross-ups to any of our senior executive officers or next 20 most highly
compensated employees; (6) require us to provide enhanced disclosure of
perquisites, and the use and role of compensation consultants; (7) required
us to adopt a corporate policy on luxury and excessive expenditures;
(8) require our chief executive officer and chief financial officer to provide
period certifications about our compensation practices and compliance
with the interim final rule; (9) require us to provide enhanced disclosure
of the relationship between our compensation plans and the risk posed
by those plans; and (10) require us to provide an annual non-binding
shareholder vote, or “say-on-pay” proposal, to approve the compensation
of our executives, consistent with regulations promulgated by the SEC.
On January 12, 2010, the SEC adopted final regulations setting forth the
parameters for such say-on pay proposals for public company TARP
participants. Notably, the Dodd-Frank Act contains separate requirements
relating to compensation arrangement. Specifically, the Act requires banking
regulators to issue regulations or guidelines to prohibit incentive-based
compensation arrangements that encourage inappropriate risk taking by
providing excessive compensation or that may lead to material loss at
certain financial institutions with $1 billion or more in assets. A proposed
rule was published in the Federal Register on April 14, 2011, however,
regulators have yet to issue final rules on the topic.

Additional regulations applicable to TARP recipients adopted as part of
EESA, the Financial Stability Plan, ARRA, or other legislation may subject
us to additional regulatory requirements. The impact of these additional
requirements may put us at competitive disadvantage in comparison
to financial institutions that have either repaid all TARP funds or never
accepted TARP funds and may materially adversely affect our business
and results of operations.

Capital Purchase Program

On October 14, 2008 the U.S. Treasury, or Treasury, announced that,
pursuant to the Emergency Economic Stabilization Act, it was implementing
a voluntary program known as the “Capital Purchase Program”, or “CPP”,
pursuant to which eligible financial institutions could raise capital by selling
preferred stock directly to the U.S. Government. The purpose of the
Capital Purchase Program was to encourage U.S. financial institutions
to build capital to, among other things, increase the flow of financing to
U.S. businesses and consumers and support the U.S. economy, and was
also intended to prevent additional failures of financial institutions. Synovus
applied for the maximum investment available under the CPP (equal to
3% of risk-weighted assets), noting that this additional capital would
be used to provide (1) strength against worse than expected economic
conditions; (2) more flexibility in disposing of distressed assets to strengthen
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our balance sheet; (3) capacity to invest in our local economies through
lending; (4) ability to work with homeowners in mortgage workouts; and
(5) participation in government directed acquisitions of banks or assets,
and, as permitted, opportunistic acquisition transactions. Our application to
participate in the CPP was approved by Treasury on November 14, 2008.

On December 19, 2008, Synovus consummated the CPP investment and
issued to Treasury 967,870 shares of Synovus’ Series A Preferred Stock
having a liquidation amount per share equal to $1,000, for a total price of
$967,870,000. The Series A Preferred Stock pays cumulative dividends
at a rate of 5% per year for the first five years and thereafter at a rate of
9% per year. Synovus has timely paid all dividends on the Series A Preferred
Stock. We may, at our option and with the consent of the FDIC, redeem,
in whole or in part, the Series A Preferred Stock at the liquidation amount
per share plus accrued and unpaid dividends. The Series A Preferred Stock
is generally non-voting. However, if we fail to pay dividends on the Series
A Preferred Stock for an aggregate of six quarterly periods, whether or
not consecutive, our number of authorized directors shall be increased by
two and the holders of the Series A Preferred Stock shall have the right to
elect two directors. In addition, the consent of the holders of 66 2/3% of
the Series A Preferred Stock is required to authorize or create any stock
ranking senior to the Series A Preferred Stock, for any amendment to our
certificate of incorporation that adversely affects the rights or preferences
of the holders of the Series A Preferred Stock and for consummation of
certain business combinations.

As part of its purchase of the Series A Preferred Stock, we also issued the
Treasury a warrant (the “Warrant”) to purchase up to 15,510,737 shares
of our Common Stock at an initial per share exercise price of $9.36. The
Warrant provides for the adjustment of the exercise price and the number
of shares of our Common Stock issuable upon exercise pursuant to
customary anti-dilution provisions, such as upon stock splits or distributions
of securities or other assets to holders of our Common Stock, and upon

Available Information

certain issuances of our Common Stock at or below a specified price relative
to the initial exercise price. The Warrant expires on December 19, 2018. On
January 20, 2009, we filed a shelf registration statement with the SEC to
register the resale by Treasury of the Series A Preferred Stock, the Warrant
and the shares of Common Stock underlying the Warrant. In addition, if
the shelf registration statement is unavailable and we are requested by
Treasury to do so, we may be obligated to file a registration statement
covering an underwritten offering of these securities.

A consequence of the Series A Preferred Stock purchase includes certain
restrictions on executive compensation that could limit the tax deductibility
of compensation we pay to executive management. See “- Supervision,
Regulation and Other Factors - TARP Regulations” for a more detailed
description of the compensation and corporate governance restrictions
that are applicable to us and other CPP participants.

To date, we have utilized our CPP capital to contribute capital to Synovus
Bank and its predecessors and purchase certain classified assets from
Synovus Bank. The CPP capital we received has facilitated the ability
of Synovus Bank and its predecessors to continue to extend loans to
customers in its local banking communities.

Other Regulatory Matters

Synovus and its subsidiaries and affiliates are subject to numerous
examinations by federal and state banking regulators, as well as the SEC,
the FINRA, the NYSE and various state insurance and securities regulators.
Synovus and its subsidiaries have from time to time received requests for
information from regulatory authorities in various states, including state
insurance commissions and state attorneys general, securities regulators
and other regulatory authorities, concerning their business practices. Such
requests are considered incidental to the normal conduct of business.

Our website address is www.synovus.com. We file with or furnish to the
SEC Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q,
Current Reports on Form 8-K, proxy statements and annual reports to
shareholders, and, from time to time, amendments to these documents and
other documents called for by the SEC. The reports and other documents
filed with or furnished to the SEC are available to investors on or through
the Investor Relations Section of our website under the heading “Financial
Reports” and then under “SEC Filings.” These reports are available on
our website free of charge as soon as reasonably practicable after we
electronically file them with the SEC.

In addition, the public may read and copy any of the materials we file
with the SEC at the SEC’s Public Reference Room at 100 F Street, NW,
Washington, DC 20549. The public may obtain information on the operation
of the Public Reference Room by calling the SEC at 1-800-SEC-0330.
The SEC maintains an Internet website that contains reports, proxy and
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information statements and other information regarding issuers, such as
Synovus, that file electronically with the SEC. The address of that website
iS WWW.SEeC.gov.

We have adopted a Code of Business Conduct and Ethics for our directors,
officers and employees and have also adopted Corporate Governance
Guidelines. Our Code of Business Conduct and Ethics, Corporate
Governance Guidelines and the charters of our board committees as well
as information on how to contact our Board of Directors, are available in
the Corporate Governance Section of our website at www.synovus.com/
governance. We will post any waivers of our Code of Business Conduct
and Ethics granted to our directors or executive officers on our website
at www.synovus.com/governance.

We include our website addresses throughout this filing only as textual
references. The information contained on our website is not incorporated
in this document by reference.

This section highlights the material risks that we currently face. Please be aware that these risks may change over time and other risks may prove to
be important in the future. New risks may emerge at any time, and we cannot predict such risks or estimate the extent to which they may affect our
business, financial condition or results of operations or the trading price of our securities.
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The current and further deterioration in the residential
construction and commercial development real estate
markets may lead to increased non-performing assets
in our loan portfolio and increased provision for loan
losses for losses on loans, which could have a material
adverse effect on our capital, financial condition and
results of operations.

Since the third quarter of 2007, the residential construction and commercial
development real estate markets have experienced a variety of difficulties and
challenging economic conditions. Our non-performing assets were $1.12 billion
at December 31, 2011, compared to $1.28 billion at December 31, 2010 and
$1.83 billion at December 31, 2009. While recent economic data suggests
that overall economic conditions are improving, if market conditions remain
poor or further deteriorate, they may lead to additional valuation adjustments
on our loan portfolios and real estate owned as we continue to reassess the
fair value of our non-performing assets, the loss severities of loans in default,
and the fair value of real estate owned. We also may realize additional losses
in connection with our disposition of distressed assets. Poor economic
conditions could result in decreased demand for residential housing, which,
in turn, could adversely affect the development and construction efforts of
residential real estate developers. Consequently, such economic downturns
could adversely affect the ability of such residential real estate developer
borrowers to repay these loans and the value of property used as collateral
for such loans. A sustained weak economy could also result in higher
levels of non-performing loans in other categories, such as commercial
and industrial loans, which may result in additional losses. Management
continually monitors market conditions and economic factors throughout
our footprint for indications of change in other markets. If these economic
conditions and market factors negatively and/or disproportionately affect
some of our larger loans, then we could see a sharp increase in our total
net-charge offs and also be required to significantly increase our allowance
for loan losses. Any further increase in our non-performing assets and
related increases in our provision for loan losses for losses on loans could
negatively affect our business and could have a material adverse effect on
our capital, financial condition and results of operations.

Our allowance for loan losses may not be adequate

to cover actual losses, and we may be required to
materially increase our allowance, which may adversely
affect our capital, financial condition and results of
operations.

We maintain an allowance for loan losses, which is a reserve established
through a provision for loan losses charged to expenses, which represents
management’s best estimate of probable credit losses that have been
incurred within the existing portfolio of loans, as described under Note 7
of Notes to Consolidated Financial Statements in this Report and under
“Critical Accounting Policies Allowance for Loan Losses” under “Part Il -
[tem 7. Management’s Discussion and Analysis of Financial Condition and
Results of Operations” of this Report. The allowance, in the judgment of
management, is established to reserve for estimated loan losses and risks
inherent in the loan portfolio. The determination of the appropriate level of
the allowance for loan losses inherently involves a high degree of subjectivity
and requires us to make significant estimates of current credit risks using
existing qualitative and quantitative information, all of which may undergo
material changes. Changes in economic conditions affecting borrowers,
new information regarding existing loans, identification of additional
problem loans, risk ratings, and other factors, both within and outside
of our control, may require an increase in the allowance for loan losses.

Because the risk rating of the loans is inherently subjective and subject to
changes in the borrower’s credit risk profile, evolving local market conditions
and other factors, it can be difficult for us to predict the effects that those
factors will have on the classifications assigned to the loan portfolio, and
thus difficult to anticipate the velocity or volume of the migration of loans
through the classification process and effect on the level of the allowance
for loan losses. Accordingly, we monitor our credit quality and our reserve
requirements and use that as a basis for capital planning and other
purposes. See “Liquidity” and “Capital Resources” under “Part Il - ltem 7.
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Management’s Discussion and Analysis of Financial Condition and Results
of Operations” of this Report.

In addition, bank regulatory agencies periodically review our allowance for
loan losses and may require an increase in the provision for loan losses or
the recognition of additional loan charge offs, based on judgments different
than those of management. An increase in the allowance for loan losses
results in a decrease in net income and capital, and may have a material
adverse effect on our capital, financial condition and results of operations.

In light of current market conditions, we regularly reassess the creditworthiness
of our borrowers and the sufficiency of our allowance for loan losses. Our
allowance for loan losses was $536.5 million, or 2.67% of total loans
at December 31, 2011, compared to $703.5 million, or 3.26% of total
loans at December 31, 2010. Future additions to the allowance may be
necessary based on changes in economic assumptions as well as changes
in assumptions regarding a borrower’s ability to pay and/or collateral
values. In addition, various regulatory agencies, as an integral part of
their examination procedures, periodically review the allowance. Based
on their judgments about information available to them at the time of their
examination, such agencies may require Synovus to recognize additions
to the allowance. We recorded a provision for loan losses during the year
ended December 31, 2011 of $418.8 million compared to a $1.31 billion
provision for loan losses for the year ended December 31, 2010, both of
which are significantly higher than historical levels. We also charged-off
approximately $585.5 million in loans, net of recoveries, during the year
ended December 31, 2011, compared to $1.37 billion in loans, net of
recoveries, during the year ended December 31, 2010, both of which
were also significantly higher than in previous periods.

Even though our credit trends showed improvement during 2011 compared
to the prior two years, we expect that our levels of non-performing assets
will remain at elevated levels in the foreseeable future as the deterioration
in the credit and real estate markets causes borrowers to default. Further,
the value of the collateral underlying a given loan, and the realizable value
of such collateral in a foreclosure sale, likely will be negatively affected
by the downturn in the real estate market, and therefore may result in
an inability to realize a full recovery in the event that a borrower defaults
on aloan. In addition, as we execute our previously announced strategy
to dispose of distressed assets, we will realize additional future losses
if the proceeds we receive upon disposition of assets are less than the
recorded carrying value of such assets. Any additional non-performing
assets, loan charge-offs, increases in the provision for loan losses or any
inability by us to realize the full value of underlying collateral in the event
of a loan default, could negatively affect our business, financial condition,
and results of operations and the price of our securities.

We will realize additional future losses if our levels of
non-performing assets do not moderate and if the
proceeds we receive upon liquidation of assets are less
than the carrying value of such assets.

In 2009, we announced a strategy to aggressively dispose of non-performing
assets. During 2011, we completed sales of approximately $702.5 million
of distressed assets, and we sold approximately $1.2 billion of distressed
assets in each of 2009 and 2010. We presently expect to continue our
sales of distressed assets during 2012. The actual volume of future
distressed asset sales could increase based on regulatory directives, the
level of migration of performing loans to problem loan status, as well as
opportunities to sell such assets, thus resulting in higher credit costs.
Conversely, the continuing weakness in the residential and commercial real
estate markets may negatively impact our ability to dispose of distressed
assets, and may result in higher credit losses on sales of distressed assets.
Non-performing assets are recorded on our financial statements at the
estimated fair value, which considers management’s plans for disposition.
We will realize additional future losses if the proceeds we receive upon
dispositions of assets are less than the recorded carrying value of such
assets. If market conditions continue to decline, the magnitude of losses we
may realize upon the disposition of non-performing assets may increase,
which could materially adversely affect our business, financial condition
and results of operations.
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PART |
ITEM 1A Risk Factors

We may not realize the expected benefits from our

2010 strategic plan and our 2011 efficiency and growth
initiatives.

In the second half of 2010 Synovus announced an update of its three-year
strategic plan to address the challenges facing Synovus and define strategies

for expense reduction, streamlining of processes and long-term growth
initiatives. The plan’s key strategic elements are focused on the following areas:

e enhancing the sales and service approach for targeted customer segments;
e aligning the cost structure with the current size of the organization; and
e enhancing the customer experience by streamlining processes.

The plan’s stated goals include significant declines in non-performing
assets and potential problem loan levels, a further reduction in CRE loan
concentration, and substantial growth in the C&l loan portfolio. The goals
also include substantial cost reductions and capital ratios that exceed
regulatory requirements and position Synovus favorably among its peers.

In January 2011, Synovus identified and announced a series of efficiency and
growth initiatives implementing the updated strategic plan, including the following:

o efficiency initiatives expected to generate an estimated $100 million in
annual expense savings by the end of 2012;

e enhancements to Synovus’ Large Corporate Banking initiative; and

e streamlining of processes and enhanced product offerings and technology
to improve the customer experience and reduce operating inefficiencies.

In 2011, through execution of these initiatives, Synovus realized a
$105.8 million, or 10.5%, reduction in total non-interest expense, and a
$95.3 million or 11.7% reduction in core non-interest expense. However, the
estimates and assumptions in the strategic plan and the related operating
plan and restructuring of Synovus’ cost base may or may not prove to be
accurate in some respects, and there can be no assurance that Synovus will
ultimately realize the full benefits of the strategic plan or be able to sustain
the annual cost savings anticipated by the plan. In addition, Synovus is
subject to various risks inherent in its business. These risks may cause the
anticipated results from our strategic plan and cost-reduction initiatives
to result in implementation charges beyond those currently contemplated
or could result in some other unanticipated adverse impact. Furthermore,
the implementation of these initiatives may have unintended impacts
on Synovus’ ability to attract and retain business and customers, while
revenue enhancement ideas may not be successful in the marketplace or
may result in unintended costs. Accordingly, we cannot guarantee that the
anticipated long-term benefits from our strategic plan and cost reduction
initiatives will be realized, and we may be unable to execute our business
strategy and achieve our strategic and financial objectives.

If economic conditions worsen or regulatory capital

rules are modified, we may be required to undertake
additional strategic initiatives to improve our capital
position.

During 2009 and 2010, Synovus executed a number of strategic capital
initiatives to bolster our capital position against credit deterioration and
to provide additional capital as Synovus pursued its aggressive asset
disposition strategy. As of December 31, 2011, Synovus’ Tier 1 capital ratio
was 12.94%, its Tier 1 Common Equity Ratio was 8.49%, and Synovus and
Synovus Bank were considered “well capitalized” under current regulatory
standards. See “Part | - Item 1 - Business, Supervision, Regulation and
Other Factors - Prompt Corrective Action” of this Report for a discussion
of the definition of “well capitalized.” This regulatory capital framework is
expected to change in important respects as a result of the Dodd-Frank
Act and a separate, international regulatory capital initiative known as
“Basel lIl.” In particular, the Dodd-Frank Act eliminates Tier 1 capital treatment
for most trust preferred securities after a three-year phase-in period that
begins January 1, 2013. Furthermore, in December 2010, BCBS finalized
new regulatory capital standards, known as Basel lll, which are aimed
at capital reform, seek to further strengthen financial institutions’ capital
positions by mandating a higher minimum level of common equity to be
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held, along with a capital conservation buffer to withstand future periods of
stress. At present, our Tier 1 common equity is in excess of the minimum
common equity and additional conservation buffer stipulated by these newly
proposed requirements. Regardless, complying with these new capital
requirements will likely affect our operations, and the extent to which we
will be affected will be known with more certainty once additional clarity
is provided on the underlying details of these new requirements. These
new requirements have been endorsed by the U.S. banking regulators,
but have not yet been translated by the regulators into official regulation
for U.S. financial institutions. It is anticipated that the regulators will adopt
new regulatory capital requirements similar to those proposed by the BCBS
and the new requirements are anticipated to be phased-in for U.S. financial
institutions beginning in 2013. It is widely anticipated that the new capital
requirements brought about by the implementation of the Dodd-Frank Act
and Basel lll for most bank and financial holding companies, as well as
for most insured depository institutions, will increase, although the nature
and amounts of the increase have not yet been specified.

In addition, reflecting the importance that regulators place on managing
capital and other risks, on June 16, 2011, the banking agencies issued
proposed guidance on stress testing for banking organizations with more
than $10 billion in total consolidated assets; this proposed guidance
outlines four “high-level” principles for stress testing practices that should
be a part of a banking organization’s stress-testing framework. Specifically,
the guidance calls for the framework to (1) include activities and exercises
that are tailored to the activities of the organization; (2) employ multiple
conceptually sound activities and approaches; (3) be forward-looking
and flexible; and (4) be clear, actionable, well-supported, and used in the
de