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Forward Looking Statements

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



The words "believe,
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® Regions' ability to achieve the earnings expectations related to the businesses that were acquired, or that may
be acquired in the future, including its announced plan to merge with AmSouth Bancorporation ("AmSouth"),
which in turn depends on a variety of factors, including:
¢ Regions' ability to achieve the anticipated cost savings and revenue enhancements with respect to the
acquired operations, or lower than expected revenues from continuing operations;
¢ the assimilation of the acquired operations to Regions' corporate culture, including the ability to instill
appropriate credit practices and efficient approaches to the acquired operations;
¢ the continued growth of the markets that the acquired entities serve, consistent with recent historical
experience;
¢ difficulties related to the integration of the businesses, including integration of information systems
and retention of key personnel.
® Regions' ability to expand into new markets and to maintain profit margins in the face of competitive
pressures.
® Regions' ability to keep pace with technological changes.
® Regions' ability to develop competitive new products and services in a timely manner and the acceptance of
such products and services by Regions' customers and potential customers.
® Regions' ability to effectively manage interest rate risk, market risk, credit risk and operational risk.
® Regions' ability to manage fluctuations in the value of assets and liabilities and off-balance sheet exposure so
as to maintain sufficient capital and liquidity to support Regions' business.
® The cost and other effects of material contingencies, including litigation contingencies.

¢ Further easing of restrictions on participants in the financial services industry, such as banks, securities
brokers and dealers, investment companies and finance companies, may increase competitive pressures.

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

® Possible changes in general economic and business conditions in the United States in general and in the
communities Regions serves in particular may lead to a deterioration in credit quality, thereby increasing
provisioning costs, or a reduced demand for credit, thereby reducing earning assets.

® The occurrence of natural disasters or the threat or occurrence of war or acts of terrorism and the existence or
exacerbation of general geopolitical instability and uncertainty.

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

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

nn non nn

expect," "anticipate," "project," and similar expressions signify forward looking statements.

Readers are cautioned not to place undue reliance on any forward looking statements made by or on behalf of
Regions. Any such statement speaks only as of the date the statement was made. Regions undertakes no obligation to
update or revise any forward looking statements.

Table of Contents

REGIONS FINANCIAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CONDITION
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(DOLLAR AMOUNTS IN THOUSANDS) (UNAUDITED)

ASSETS

Cash and due from banks
Interest-bearing deposits in other banks
Securities held to maturity

Securities available for sale

Trading account assets

Loans held for sale

Federal funds sold and securities
purchased under agreements to resell
Margin receivables

Loans

Unearned income

Loans, net of unearned income

Allowance for loan losses

Net loans

Premises and equipment

Interest receivable

Due from customers on acceptances
Excess purchase price

Mortgage servicing rights

Other identifiable intangible assets
Other assets

LIABILITIES AND STOCKHOLDERS' EQUITY
Deposits:
Non-interest-bearing

Interest-bearing

Total deposits

Borrowed Funds:

Short-term borrowings:

Federal funds purchased and securities
sold under agreements to repurchase
Other short-term borrowings

Total short-term borrowings

Long-term borrowings

Total borrowed funds
Bank acceptances outstanding

September 30, December 31, September 30,
2006 2005 2005
$ 2,055,137 $ 2,414,560 $2,076,344
38,981 92,098 89,253
30,033 31,464 31,428
12,425,555 11,947,810 11,913,649
1,438,427 992,082 814,663
1,824,687 1,531,664 2,054,012
913,076 710,282 607,756
581,558 527,317 513,339
59,677,657 58,591,816 58,535,410
(199,752) (186,903) (179,524)
59,477,905 58,404,913 58,355,886
(778,465) (783,536) (783,943)
58,699,440 57,621,377 57,571,943
1,097,616 1,122,289 1,109,922
456,978 420,818 383,839
28,657 22,924 25,784
4,967,799 5,027,044 5,025,964
407,740 412,008 397,176
287,437 314,368 325,933
1,726,970 1,597,495 1,653,609
$86,980,091 $84,785,600 $84,594,614
$12,570,051 $13,699,038 $12,606,368
49,599,494 46,679,329 46,858,807
62,169,545 60,378,367 59,465,175
4,943,568 3,928,185 4,679,352
1,368,480 1,038,094 954,462
6,312,048 4,966,279 5,633,814
5,490,404 6,971,680 7,207,015
11,802,452 11,937,959 12,840,829
28,657 22,924 25,784
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purchased under agreements to resell

Other liabilities 1,936,534 1,832,067 1,617,771
Total liabilities 75,937,188 74,171,317 73,949,559
Stockholders' Equity:
Common stock, par value $.01 a share:
Authorized 1,500,000,000 shares;
issued, including treasury stock,
481,266,725; 473,756,429; and
471,793,782 shares, respectively 4,813 4,738 4,718
Surplus 7,466,180 7,248,855 7,220,396
Undivided profits 4,547,845 4,034,905 3,936,657
Treasury stock, 26,200,072; 17,408,800; and
(888,282) (581,890) (453,235)
13,585,700 shares, respectively

Accumulated other comprehensive (loss) income (87,653) (92,325) (63,481)
Total Stockholders' Equity 11,042,903 10,614,283 10,645,055

$86,980,091 $84,785,600 $84,594,614
See notes to consolidated financial statements.
Table of Contents

REGIONS FINANCIAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
(AMOUNTS IN THOUSANDS, EXCEPT PER SHARE DATA) (UNAUDITED)
Three Months Ended Nine Months Ended
September 30, September 30,
2006 2005 2006 2005

Interest Income:
Interest and fees on loans $1,106,807 $917,915 $3,147,173 $2,592,864
Interest on securities:
Taxable interest income 143,118 124,913 405,748 372,596
Tax-exempt interest income 7,852 7,408 23,872 21,094
Total Interest on Securities 150,970 132,321 429,620 393,690
Interest on loans held for sale 45,416 40,787 126,559 111,369
Interest on margin receivables 9,767 7,581 27,965 20,890
Income on federal funds sold and
securities 13,505 6,056 35,568 12,648
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Interest on time deposits in other banks

Interest on trading account assets

Total Interest Income

Interest Expense:
Interest on deposits
Interest on short-term borrowings

Interest on long-term borrowings
Total Interest Expense

Net Interest Income

Provision for loan losses

Net Interest Income After Provision for
Loan Losses

Non-Interest Income:

Brokerage and investment banking
Trust department income

Service charges on deposit accounts
Mortgage servicing and origination fees
Securities gains (losses)

Other

Total Non-Interest Income

Non-Interest Expense:

Salaries and employee benefits
Net occupancy expense
Furniture and equipment expense
Other

Total Non-Interest Expense

Income Before Income Taxes
Applicable income taxes

Net Income

Average number of shares outstanding

Average number of shares
outstanding-diluted

Per share:

Net income

Net income-diluted
Cash dividends declared

REGIONS FINANCIAL CORP - Form 10-Q

637
12,519

1,339,621

411,178
66,315
84,429

561,922

777,699
25,000

752,699

36,366
150,078
33,296
8,104
94,012

465,949

413,719
54,012
33,838

213,024

714,593

504,055
152,398

$ 351,657

454,441
458,903

$0.77
$0.77
$0.35

487 1,524
8,708 31,930
1,113,855 3,800,339
270,136 1,082,912
42,957 172,513
83,339 261,953
396,432 1,517,378
717,423 2,282,961
62,500 82,500
654,923 2,200,461
131,738 469,751
33,673 106,651
132,924 425,879
35,284 100,264
(20,717) 8,143
137,410 316,089
450,312 1,426,777
437,951 1,302,202
56,596 167,672
34,104 101,863
212,472 625,463
741,123 2,197,200
364,112 1,430,038
107,556 438,444
$256,556 $991,594
459,563 455,463
464,250 460,018
$0.56 $2.18
$0.55 $2.16
$0.34 $1.05

1,521
28,233

3,161,215

711,841
119,866
234,802

1,066,509

2,094,706
125,000

1,969,706

408,407
96,919
388,396
111,653
(1,283)
386,555

1,390,647

1,302,052
167,515
98,605
724,748
2,292,920
1,067,433
320,885

$746,548

462,512
467,710

$1.61
$1.60
$1.02

~
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See notes to consolidated financial
statements.

Table of Contents

REGIONS FINANCIAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF STOCKHOILDERS' EQUITY

(AMOUNTS IN THOUSANDS) (UNAUDITED)

Accumulated
Other
Common  Surplus  Undivided Treasury Comprehensive Total
Stock Profits Stock Loss
BALANCE AT $4,738 $7,248,855 $4,034,905 $(581,890) $(92,325) $10,614,283

JANUARY 1, 2006

Comprehensive Income:

Net income 991,594 991,594
Unrealized loss on

available for sale
securities,

net of tax and (3,467) (3,467)
reclassification

adjustment

Other comprehensive

gain from derivatives,

net of tax

and reclassification 8,139 8,139
adjustment

Comprehensive income* 991,594 4,672 996,266
Cash dividends declared (478,654) (478,654)
($1.05 per common

share)

Purchase of treasury (302,808) (302,808)
stock

Receipt of stock related (3,584) (3,584)
to settlement of lawsuit

Common stock

transactions:

Stock options exercised 66 189,735 189,801
Stock issued to 9 (4,852) (4,843)

employees under
incentive plan, net

32,442 32,442
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Amortization of
unearned restricted stock

BALANCE AT $4.813 $7,466,180 $4,547,845 $(888,282) $(87,653) $11,042,903
SEPTEMBER 30, 2006

Disclosure of reclassification amount:

Unrealized holding gains, net of ($650)
in income taxes,

on available for sale securities arising $1,826
during period

Less: Reclassification adjustment, net of
($2,850) in

income taxes, for net gain realized in net 5,293
income

Unrealized holding gain on derivatives,
net of ($5,089) in

income taxes 8,342

Less: Reclassification adjustment, net of
($109) in income

taxes, for amortization of cash flow 203
hedges
Comprehensive gain, net of ($2,780) in $4,672

income taxes

*Comprehensive income for the nine months ended September 30, 2005 was $632.8 million.

*Comprehensive income for the three months ended September 30, 2006 was $485.3 million compared to $174.4
million for the three months ended September 30, 2005.

See notes to consolidated financial statements.

Table of Contents

REGIONS FINANCIAL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(DOLLAR AMOUNTS IN THOUSANDS) (UNAUDITED)

Nine Months Ended
September 30,

Operating Activities: 2006 2005

Net income $ 991,594 $ 746,548
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Adjustments to reconcile net cash provided by (used in) operating
activities

Depreciation and amortization of premises and equipment
Provision for loan losses

Net amortization of securities

Amortization of intangibles and other assets

Recapture of mortgage servicing rights

Gain on exchange of NYSE seats for NYSE publicly traded stock
Amortization of deposits and borrowings

Provision for losses on other real estate

Excess tax benefits from share-based payments

Deferred income tax expense

Gain on sale of premises and equipment

Realized securities (gains) losses

(Increase) decrease in trading account assets (1)

Increase in loans held for sale

Increase in margin receivables

Increase in interest receivable

Increase in other assets (1)

Increase in other liabilities

Other

Net Cash Provided By Operating Activities

Investing Activities:

Net increase in loans

Proceeds from sale of securities available for sale
Proceeds from maturity of securities held to maturity
Proceeds from maturity of securities available for sale
Purchases of securities held to maturity

Purchases of securities available for sale

Net decrease in interest-bearing deposits in other banks
Proceeds from sale of premises and equipment
Purchases of premises and equipment

Net(increase) decrease in customers' acceptance liability
Net Cash Used By Investing Activities

Financing Activities:

Net increase in deposits

Net increase (decrease) in short-term borrowings
Proceeds from long-term borrowings

Payments on long-term borrowings

Net increase (decrease) in bank acceptance liability
Cash dividends

90,769
82,500
2,501
121,690
(11,000)
(13,111)
331
3,037
(19,840)
29,250
(13,919)
8)
(424,280)
(293,023)
(54,241)
(36,160 )
(161,739)
85,555
27,599

407,505

(1,160,533 )
384,206
1,475
2,081,272
(1,793)
(2,949,635 )
53,117
86,508
(138,685 )
(5,733)

(1,649,801 )

1,790,847
1,345,769
210,669

(1,691,946 )
5,733

(478,654 )

82,234
125,000
13,913
140,468
(14,000 )
-0 -
333
3,519
-0 -
11,897
(2,217
1,283
114,013
(270,681 )
(35,526)
(38,276)
(157,517)
242,151
15,029

978,171

(924,685 )
4,313,320
596
1,664,721
(694 )
(5,494,389 )
25,765
158,999
(259,843 )
6,198

(510,012)

797,819
(361,797)
972,854
(1,005,424 )
(6,198)
(472,862)

10
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Purchases of treasury stock (306,392 ) (423,840 )
Excess tax benefits from share-based payments 19,840 -0 -
Proceeds from exercise of stock options 189,801 144,427
Net Cash Provided (Used) By Financing Activities 1,085,667 (355,021 )
(Decrease) Increase in Cash and Cash Equivalents (156,629 ) 113,138
Cash and Cash Equivalents, Beginning of Period 3,124,842 2,570,962
Cash and Cash Equivalents, End of Period $2,968,213 $ 2,684,100

See notes to consolidated financial statements.

ey

In 2006, excludes effect of $8.9 million non-cash exchange of NYSE seats for NYSE publicly traded stock.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

September 30, 2006
NOTE A - Basis of Presentation

The accounting and reporting policies of Regions Financial Corporation ("Regions" or the "Company"), conform with
accounting principles generally accepted in the United States and with general financial services industry practices.
Regions provides a full range of banking and bank-related services to individual and corporate customers through its
subsidiaries and branch offices located primarily in Alabama, Arkansas, Florida, Georgia, Illinois, Indiana, lowa,
Kentucky, Louisiana, Mississippi, Missouri, North Carolina, South Carolina, Tennessee, Texas and Virginia. The
Company is subject to intense competition from other financial institutions and is also subject to the regulations of
certain government agencies and undergoes periodic examinations by those regulatory authorities.

The accompanying unaudited consolidated financial statements have been prepared in accordance with the
instructions for Form 10-Q, and, therefore, do not include all information and notes to the consolidated financial
statements necessary for a complete presentation of financial position, results of operations and cash flows in
conformity with U.S. generally accepted accounting principles. These financial statements should be read in
conjunction with the consolidated financial statements and notes thereto included under Item 8 of the Annual Report
on Form 10-K for the year ended December 31, 2005. It is management's opinion that all adjustments, consisting of
only normal and recurring items necessary for a fair presentation, have been included. Please also refer to "Critical
Accounting Policies" included in Management's Discussion and Analysis.

Certain amounts in prior periods have been reclassified to conform to the current period presentation.

NOTE B - AmSouth Merger

On May 24, 2006, the Company signed a definitive merger agreement with AmSouth Bancorporation ("AmSouth"),
headquartered in Birmingham, Alabama. After completion of the transaction, AmSouth will be merged with and into

11
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Regions Financial Corporation. In the transaction, each share of AmSouth common stock will be converted into
0.7974 of a share of Regions common stock. The merger will be accounted for as a purchase of AmSouth for
accounting and financial reporting purposes. As a result, the historical financial statements of Regions will become the
historical financial statements of the combined company. On October 3, 2006, Regions and AmSouth shareholders
approved the merger and on October 20, 2006, regulatory approval was received. The transaction is expected to close
in the fourth quarter of 2006, subject to expiration of customary regulatory waiting periods. Additional information on
the proposed merger is included on Regions' Form 8-K dated May 24, 2006, and filed May 25, 2006, and Regions'
Form S-4 dated and filed July 12, 2006, and amended on August 17, 2006.

NOTE C - Earnings Per Share

The following table sets forth the computation of basic net income per share and diluted net income per share:

Three Months Ended September 30, Nine Months Ended September 30,

(in thousands, except per share 2006 2005 2006 2005
amounts)
Numerator:

For basic net income per share and

diluted net income per share, net

income $351,657 $256,556 $991,594 $746,548

Denominator:
For basic net income per share --

Weighted average shares 454,441 459,563 455,463 462,512
outstanding

Effect of dilutive securities --

Stock options 4,379 4,687 4,475 5,198
Performance restricted stock 83 -0- 80 -0-
For diluted net income per share 458,903 464,250 460,018 467,710
Basic net income per share $0.77 $0.56 $2.18 $1.61
Diluted net income per share 0.77 0.55 2.16 1.60

NOTE D - Share-Based Payments

Statement of Financial Accounting Standards No. 123 (revised 2004) (Statement 123(R)), "Share-based Payment" was
adopted by the Company as of January 1, 2006. This accounting standard revises Statement of Financial Accounting
Standards No. 123 (Statement 123), "Accounting for Stock-Based Compensation" by requiring that all share-based
payments to employees, including grants of employee stock options, be recognized in the financial statements based
on their fair values at the date of grant. See additional discussion of this new accounting standard in Note I "Recent
Accounting Pronouncements."

12
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Prior to January 1, 2006, the Company accounted for those stock-based employee compensation plans under the
recognition and measurement provisions of APB Opinion No. 25 ("APB 25"), "Accounting for Stock Issued to
Employees", and related Interpretations, as permitted by Statement 123; therefore, no stock-based employee
compensation cost was recognized in the consolidated statement of income for the three and nine months ended
September 30, 2005; rather, pro forma compensation cost amounts were disclosed in the notes to the consolidated
financial statements. Effective January 1, 2006, the Company adopted the fair value recognition provisions of
Statement 123 (R) using the modified-prospective transition method. Under that transition method, compensation cost
recognized in the first three quarters of 2006 includes: (a) compensation cost for all share-based payments granted
prior to, but not yet vested as of January 1, 2006, based on the grant date fair value estimated in accordance with the
original provisions of Statement 123, and (b) compensation cost for all share-based payments granted subsequent to
January 1, 2006, based on the grant-date fair value estimated in accordance with the provisions of Statement 123(R).
As the modified-retrospective transition method was not selected, results for prior periods have not been restated.

The fair value of each option award is estimated on the date of grant using a Black-Scholes-Merton (BSM) option
valuation model that uses the assumptions noted in the following table. Expected volatility is based on implied
volatility from traded options on the Company's stock, historical volatility of the Company's stock, and other factors.
Regions uses historical data to estimate option exercise and employee termination within the valuation model;
separate groups of employees that have similar historical exercise behavior are considered separately for valuation
purposes. The expected term of options granted is derived from the output of the option valuation model and
represents the period of time that options granted are expected to be outstanding. The risk-free rate is based on the
U.S. Treasury yield curve in effect at the time of grant and the weighted average expected life of the grant.

The weighted average fair value of options granted was $5.39 for the three and $4.97 for the nine months ended
September 30, 2006, and $5.12 for the three and $4.95 for the nine months ended September 30, 2005. The fair value
of each grant is estimated on the date of grant using the BSM option-pricing model with the following weighted
average assumptions used for grants in 2006 and 2005:

2006 2005
Expected Dividend Yield 3.80% 4.20%
Expected Option Life (in years) 4.0 5.0
Expected Volatility 19.5% 21.4%
Risk-Free Interest Rate 4.57-5.04% 4.2%

During the first quarter of 2006, the Company made refinements to the expected volatility and expected option life
assumptions used in valuing stock option grants as part of its adoption of Statement 123 (R). Expected volatility
decreased to 19.5%, based upon the consideration of historical and implied volatility measurements upon the adoption
of Statement 123(R); historically, the Company considered only historical stock price changes over a specified period
of time. Expected option life declined from five years to four years, based upon the decrease in contractual life on new
grants from ten years (historically) to seven years.

As a result of adopting Statement 123(R) on January 1, 2006, the Company's income before taxes and net income for
the quarter ended September 30, 2006, are approximately $1.0 million and $818,000 lower, respectively, than if it had
continued to account for share-based compensation expense under APB 25. For the nine months ended September 30,
2006, the Company's income before taxes and net income are approximately $2,765,000 and $2,206,000 lower, as a
result of adopting Statement 123 (R). Basic and diluted earnings per share were not impacted by the adoption of
Statement 123(R) during the first three quarters of 2006.

13
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Prior to the adoption of Statement 123(R), the Company presented all tax benefits of deductions resulting from the
exercise of stock options as operating cash flows in the statement of cash flows. Statement 123(R) requires the cash
flows resulting from the tax benefits of tax deductions in excess of the compensation cost recognized for those options
to be classified as financing cash flows. As a result of the adoption of Statement 123(R), Regions recognized
approximately $8,062,000 and $19,840,000 in excess tax benefits as financing cash inflows for the three and nine
months ended September 30, 2006, respectively; because the Company selected the modified-prospective transition
method, 2005 cash flows are not restated.

Regions has stock option plans, adopted prior to 2006, under which stock options have been granted to certain key
employees (excluding options assumed in acquisitions). Effective in May 2006 upon stockholder approval of the 2006
long term incentive plan (see description of 2006 Long-Term Incentive Plan below), the compensation committee
froze the prior stock option plans, meaning that no further awards can be made under those plans. Outstanding awards
under such plans will remain outstanding and subject to the existing terms and conditions of the original grant. The
terms of options granted were determined by the compensation committee of the Board of Directors; however, no
options could be granted after ten years from the plans' adoption, and no options could be exercised beyond ten years
from the date granted. Option awards generally have three year graded vesting terms and have seven or ten year
contractual terms. The option price per share of incentive stock options could not be less than the fair market value of
the common stock on the date of the grant; however, the option price of non-qualified options could be less than the
fair market value of the common stock on the date of the grant (see disclosure regarding acceleration of vesting on
non-qualified stock options during the fourth quarter of 2005 below). The plans also permitted the granting of stock
appreciation rights to holders of stock options. No stock appreciation rights were attached to options outstanding at
September 30, 2006 and 2005.

Regions has long term incentive plans, adopted prior to 2006, under which stock options, performance awards,
restricted stock, and other equity based awards have been granted to certain key employees. Effective in May 2006
upon stockholder approval of the 2006 long term incentive plan (see description of 2006 Long-Term Incentive Plan
below), the compensation committee froze the prior long term incentive plans, meaning that no further awards can be
made under those plans. Outstanding awards under such plans will remain outstanding and subject to the existing
terms and conditions of the original grant. The terms of stock options granted under the long-term incentive plans
were generally subject to the same terms as options granted under Regions' stock option plans discussed above.
During the third quarters of 2006 and 2005, Regions granted 144,156 and 61,396 shares, respectively, as restricted
stock. Grantees of restricted stock must remain employed with Regions for certain periods from the date of the grant
(generally three years) in order for the shares to be released, or the grantees must meet the standards of a retiree at
which time the restricted shares may be prorated and released. However, during this period the grantee is eligible to
receive dividends and exercise voting privileges on such restricted shares. In the third quarter of 2006 and 2005,
223,758 and 83,896 restricted shares, respectively, were released. Total expense for restricted stock was
approximately $11,044,000 for the third quarter of 2006 and $6,773,000 for the third quarter of 2005. Restricted stock
expense totaled approximately $32,442,000 and $19,752,000 for the nine months ended September 30, 2006 and
2005, respectively. Restricted stock is amortized on a straight-line basis over the requisite service period, generally
three years. During the first three quarters of 2006, common shares outstanding reflected a net increase of
approximately 900,000 shares related to restricted stock grants and cancellations.

Regions' 2006 long term incentive plan, adopted in May 2006, provides for the granting of up to 20,000,000 shares in
the form of non-qualified stock options, stock appreciation rights and shares of stock designated as restricted stock,
non-stock share equivalents or share-indexed dollar equivalents in the form of performance shares or performance
units, and other equity-based awards. The terms of awards granted are determined by the compensation committee of
the Board of Directors; however, no awards may be granted after ten years from the plan's adoption, and no options
may be exercised beyond ten years from the date granted. The option price per share of non-qualified options may not
be less than the fair market value of the common stock on the date of the grant. The plan provides that 20,000,000
common share equivalents are subject to and available for distribution to recipients under the plan. Shares of restricted
stock granted under the plan are assigned a higher share equivalent value because the value of a grant of restricted
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stock on the date of grant is comparatively higher than the value of a stock option for the same number of underlying
shares. Specifically, the plan provides that each share of restricted stock granted under the plan is assigned a share
equivalent factor of 4.0, as compared to the stock option equivalent factor of 1.0. This means a maximum of 5,000,000
shares of restricted stock could be awarded under the plan, assuming no stock options were granted.

Unvested stock options as of January 1, 2006 and options granted on or after January 1, 2006 (adoption date for
Statement 123(R)) are amortized into earnings on a straight-line basis over the requisite service period of the options.
During the first three quarters of 2006, net shares increased approximately 6.6 million shares due to option exercises.

A reconciliation of the numbers of outstanding, vested and exercisable stock options and unvested shares of
restricted stock outstanding at September 30, 2006, is presented in the following tables:

Shares Under Weighted Avg. Weighted Avg.
Option Exercise Price Intrinsic Value
Stock Options

Outstanding (Bal. at Jan. 1, 2006)

33,590,080 $27.76
Granted 941,403 35.09
Exercised (7,877,581) 26.23
Canceled (290,990) 28.51
Outstanding at September 30, 2006 26,362,912 28.48 $219,075,799
Vested at September 30, 2006 24,334,847 28.00 $213,903,305
Exercisable at September 30, 2006 24,334,847 28.00 $213,903,305

Weighted Avg.
Number of Fair Value
Restricted Stock Shares (Grant Date)
Nonvested Jan. 1, 2006
3,362,995 $31.39

Granted 1,306,192 $34.50
Vested (595,895) $27.78
Forfeited (244,000) $31.83
Nonvested at September 30, 2006 3,829,292 $32.98

As disclosed in the 2005 Form 10-K, the Company approved the acceleration of vesting of certain unvested
nonqualified stock options outstanding as of December 20, 2005, and recognized approximately $399,000 in
compensation expense in conjunction with the acceleration of vesting. The decision to accelerate the vesting of the
unvested nonqualified options primarily was made to reduce non-cash compensation expense that would otherwise
have been recorded in Regions' financial statements in future periods, in accordance with Statement 123(R), and also
in connection with restructuring change of control agreements for certain employees. The expense that otherwise
would have been recorded in future periods, absent the accelerated vesting, totaled approximately $14.7 million
(pre-tax).
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Prior to the adoption of Statement 123 (R) on January 1, 2006, Statement 123 allowed for the choice of continuing to
follow APB 25, and the related interpretations, or selecting the fair value method of expense recognition as described
in Statement 123. The Company elected to follow APB 25 in accounting for its employee stock options in prior
periods. Pro forma net income and net income per share data is presented below for the three months and nine months
ended September 30, 2005, as if the fair-value method had been applied in measuring compensation costs (Note: pro
forma amounts for the three months and nine months ended September 30, 2006 are not applicable based upon the
adoption of Statement 123(R) during the first quarter of 2006):

Three Months Ended  Nine Months Ended

September 30, September 30,
(in thousands, except per share amounts) 2005 2005
Net income $256,556 $746,548

Add: Stock-based compensation expense

included in net income, net of related

tax effects 4,402 12,839
Less: Total stock-based compensation

expense based on fair value method for

all awards, net of related tax effects (7,566) (22,470)
Pro forma net income $253,392 $736,917
Per share:

Net income $0.56 $1.61
Net income-diluted 0.55 1.60
Pro forma net income 0.55 1.59
Pro forma net income-diluted 0.55 1.58

NOTE E - Business Segment Information

Regions' segment information is presented based on Regions' primary segments of business. Each segment is a
strategic business unit that serves specific needs of Regions' customers. The Company's primary segment is
community banking. Community banking represents the Company's branch banking functions and has separate
management that is responsible for the operation of that business unit. In addition, Regions has designated as distinct
reportable segments the activities of its treasury, mortgage banking, investment banking/brokerage/trust, and
insurance divisions. The treasury division includes the Company's bond portfolio, mortgage lending portfolio, and
other wholesale activities. Mortgage banking consists of origination and servicing functions of Regions' mortgage
operations. Investment banking includes trust activities and all brokerage and investment activities associated with
Morgan Keegan. Insurance includes all business associated with commercial insurance, in addition to credit life
products sold to consumer customers. The reportable segment designated "Other" includes activity of Regions'
indirect consumer lending division and the parent company, including eliminations. Prior period amounts have been
restated to reflect changes in methodology.

The accounting policies used by each reportable segment are the same as those discussed in Note 1 to the consolidated
financial statements included under Item 8 of the Annual Report on Form 10-K. The following table presents financial
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Nine months ended September 30, 2006

Edgar Filing: REGIONS FINANCIAL CORP - Form 10-Q

Total Banking
(in thousands)
Community Mortgage
Banking Treasury Combined Banking
Net interest income
$ 1,996,813 $ 215,205 $2,212,018 $ 54,709
Provision for loan losses 76,869 5,537 82,406 41
Non-interest income 523,914 9,072 532,986 221,441
Non-interest expense 1,266,943 67,807 1,334,750 243,973
Income taxes (benefit) 442 328 56,600 498,928 11,721
Net income (loss) $ 734,587 $ 94,333 $ 828,920 $ 20,415
Average assets $48,669,422 $28,544,738 $77,214,160 $3,111,171
(in thousands) Investment
Banking/
Brokerage/ Total
Trust Insurance Other Company
Net interest income
$ 37,508 $4,176 $ (25,450) $ 2,282,961
Provision for loan losses -0- -0- 53 82,500
Non-interest income 621,635 64,150 (13,435) 1,426,777
Non-interest expense 495,606 47,871 75,000 2,197,200
Income taxes (benefit) 59,389 8,023 (139,617) 438,444
Net income (loss) $ 104,148 $12,432 $ 25,679 $ 991,594
Average assets $3,188,346 $202,616 $2,386,052 $86,102,345
Nine months ended September 30, 2005
Total Banking
(in thousands)
Community Mortgage
Banking Treasury Combined Banking
Net interest income
$ 1,852,277 $ 229,710 $ 2,081,987 $41,124
Provision for loan losses 116,876 4,985 121,861 40
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Non-interest income
Non-interest expense

Income taxes (benefit)

Net income (loss)

Average assets

(in thousands)

Net interest income

Provision for loan losses
Non-interest income
Non-interest expense

Income taxes (benefit)

Net income (loss)

Average assets
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Three months ended September 30, 2006

(in thousands)

Net interest income

Provision for loan losses
Non-interest income
Non-interest expense

Income taxes

Net income

Average assets

454,867 (333) 454,534 307,052
1,287,428 46,159 1,333,587 275,011
338,413 66,837 405,250 28,713
$ 564,427 $ 111,396 $ 675,823 $44,412
$49,894,969 $23,862,816 $73,757,785 $3,280,910
Investment
Banking/
Brokerage/ Total
Trust Insurance Other Company
$22,118 $ 2,309 $(52,832) $ 2,094,706
-0- -0- 3,099 125,000
536,912 61,644 30,505 1,390,647
440,210 44,378 199,734 2,292,920
44,076 6,902 (164,056) 320,885
$ 74,744 $ 12,673 $ (61,104) $ 746,548
$2,725,389 $170,025 $5,146,355 $85,080,464
Total Banking
Community Mortgage
Banking Treasury Combined Banking
$ 672,419 $ 59,287 $ 731,706 $ 18,068
19,409 5,537 24,946 41
183,772 8,404 192,176 66,480
425,419 14,854 440,273 88,892
154,601 17,738 172,339 (1,900)
$ 256,762 $29,562 $ 286,324 $(2,485)
$49,211,274 $29,596,725 $78,807,999 $3,175,781
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(in thousands)

Net interest income

Provision for loan losses
Non-interest income
Non-interest expense

Income taxes

Net income

Average assets
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Three months ended September 30, 2005

(in thousands)

Net interest income

Provision for loan losses
Non-interest income
Non-interest expense

Income taxes

Net income

Average assets

(in thousands)

Net interest income

Provision for loan losses
Non-interest income

Non-interest expense

Investment
Banking/
Brokerage/ Total
Trust Insurance Other Company
$11,624
$ 14,755 $ 1,546 $ 777,699
-0- -0- 13 25,000
193,796 21,790 (8,293) 465,949
160,679 16,303 8,446 714,593
17,251 2,690 (37,982) 152,398
$ 30,621 $ 4,343 $ 32,854 $ 351,657
$3,282,818 $221,025 $1,488,199 $86,975,822
Total Banking
Community Mortgage
Banking Treasury Combined Banking
$ 651,994 $ 74,441 $ 726,435 $19,193
55,991 4,985 60,976 40
154,714 20,113 174,827 118,549
438,154 23,183 461,337 70,708
117,184 24,895 142,079 25,879
$ 195,379 $ 41,491 $ 236,870 $41,115
$50,334,945 $24,755,890 $75,090,835 $3,260,563
Investment
Banking/
Brokerage/ Total
Trust Insurance Other Company
$(35,934)
$6,795 $934 $717,423
-0- -0- 1,484 62,500
176,484 20,395 (39,943) 450,312
145,276 15,139 48,663 741,123
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Income taxes 13,945 2,133 (76,480) 107,556
Net income $ 24,058 $ 4,057 $(49,544) $ 256,556
Average assets $2,811,110 $177,838 $4,324,553 $85,664,899

NOTE F - Commitments and Contingencies

To accommodate the financial needs of its customers, Regions makes commitments under various terms to lend funds
to consumers, businesses and other entities. These commitments include (among others) revolving credit agreements,
term loan commitments and short-term borrowing agreements. Many of these loan commitments have fixed expiration
dates or other termination clauses and may require payment of a fee. Since many of these commitments are expected
to expire without being funded, the total commitment amounts do not necessarily represent future liquidity
requirements. Standby letters of credit are also issued, which commit Regions to make payments on behalf of
customers if certain specified future events occur. Historically, a large percentage of standby letters of credit also
expire without being funded.

Both loan commitments and standby letters of credit have credit risk essentially the same as that involved in extending
loans to customers and are subject to normal credit approval procedures and policies. Collateral is obtained based on
management's assessment of the customer's credit.

Loan commitments totaled $22.6 billion at September 30, 2006, and $18.5 billion at September 30, 2005. Standby
letters of credit were $3.7 billion at September 30, 2006, and $3.1 billion at September 30, 2005. Commitments under
commercial letters of credit used to facilitate customers' trade transactions were $47.9 million at September 30, 2006,
and $63.1 million at September 30, 2005.

The Company and its affiliates are subject to litigation and claims arising out of the normal course of business.
Regions evaluates these contingencies based on information currently available, including advice of counsel and
assessment of available insurance coverage. Although it is not possible to predict the ultimate resolution or financial
liability with respect to these litigation contingencies, management is of the opinion that the outcome of pending and
threatened litigation would not have a material effect on Regions' consolidated financial position or results of
operations.

NOTE G - Derivative Financial Instruments

Regions maintains positions in derivative financial instruments to manage interest rate risk, to facilitate asset/liability
management strategies, and to serve the risk management needs of customers. The most common derivative
instruments are forward rate agreements, interest rate swaps, credit default swaps, interest rate floors and put and call
options. For those derivative contracts that qualify for hedge accounting, according to Statement of Financial
Accounting Standards No. 133, "Accounting for Derivative Instruments and Hedging Activities", Regions designates
the hedging instrument as either a cash flow or fair value hedge. The accounting policies associated with derivative
financial instruments are discussed further in Note 1 to the consolidated financial statements included under Item 8 of
the Annual Report on Form 10-K.

Regions utilizes certain derivative instruments to hedge the interest cash flows of certain variable-rate loans and
certain debt instruments. Regions reported a $3.7 million gain in accumulated other comprehensive income related to
cash flow hedges of variable-rate loans at September 30, 2006. To the extent that the hedge of future cash flows is
deemed effective, changes in the fair value of the derivative are recognized as a component of other comprehensive
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income in stockholders' equity. To the extent that the hedge of future cash flows is deemed ineffective, changes in the
fair value of the derivative are recognized in earnings as a component of other non-interest expense. For the nine
months ended September 30, 2006, there was no gain or loss related to hedge ineffectiveness recognized in other
non-interest expense attributable to cash flow hedges on variable-rate loans. In addition, Regions also reported a $1.8
million accumulated loss at September 30, 2006 related to discontinued cash flow hedges of debt instruments.
Approximately $104,000 was amortized into expense during the third quarter of 2006 and approximately $313,000
was amortized into expense during the nine months ended September 30, 2006. The remaining $1.8 million of
accumulated other comprehensive income will be amortized into earnings through 2011. During the second quarter of
2006, Regions purchased $2 billion in notional interest rate floors to hedge interest cash flows on variable rate loans
against adverse interest rate changes. Changes in the fair value of the floors are expected to be perfectly effective in
offsetting the variability in expected future cash flows attributable to fluctuations in LIBOR interest rates below the
interest rate floor's strike level. $4.3 million has been recorded in other comprehensive income as of September 30,
2006, representing the change in fair value at September 30, 2006. There was no hedge ineffectiveness recognized in
earnings during the third quarter of 2006.

Regions hedges the changes in the fair value of assets using forward contracts, which represent commitments to sell
money market instruments at a future date at a specified price or yield. The contracts are utilized by the Company to
hedge interest rate risk positions associated with the origination of mortgage loans held for sale. The Company is
subject to the market risk associated with changes in the value of the underlying financial instrument, as well as the
risk that the other party will fail to perform. A net gain of approximately $400,000, including approximately $38,000
of loss on hedge ineffectiveness, was recognized for the nine months ended September 30, 2006 related to these
hedging instruments. The gross amount of forward contracts totaled $734.0 million at September 30, 2006.

Regions has also entered into interest rate swap agreements converting a portion of its fixed rate long-term debt to
floating-rate. The fair values of the derivative instruments used in these fair value hedges are included in other assets
on the statements of financial condition. For the nine months ended September 30, 2006, there was ineffectiveness of
approximately $121,000 in gains recorded in earnings related to these fair value hedges. No gains or losses were
recognized as of September 30, 2006 related to components of derivative instruments that were excluded from the
assessment of hedge effectiveness.

In prior years, Union Planters, acquired by Regions in July 2004, issued letters of credit to facilitate business in its
factored receivables division. Certain of these assets were sold in 2005; however, the letters of credit remained with
Regions. As part of this transaction, Regions has a credit default swap as default protection related to the outstanding
letters of credit, which has a current notional value of $20 million. At September 30, 2006, the estimated fair value of
this instrument is approximately $156,000. Also, Regions has two $29.3 mill