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ARTICLES OF MERGER ST
: “ g
L
OF . 0/
MANUFACTURERS BANCSHARES, INC. =
AND
THE COLONIAL BANCGROUP, INC.

The undersigned cotporations, MANUFACTURERS BAN CSHARES, INC. and THE
COLONIAL BANCGROUP, INC., file these Articles of Merger and certify that:

1. Manufacturers Bancshares, Inc., a Florida corporation, is hereby merged with and
into The Colonial BancGroup, Inc., a Delaware corporation, pursuant to an Agreement and Plan of
Merger dated as of June 18, 2001 ( the "Plan of Merger"), a copy of which is attached as Exhibit A,
and in accordance with the provisions of the Florida Business Corporation Act and the General
Corporation Law of Delaware.

2. The surviving corporation is The Colonial BancGroup, Inc., a Delaware corporation.

3. The merger shall be effective at 7:01 p.m., Eastern Time, on October 25,2001.

4. The Plan of Merger was approved by the Board of Directors of The Colonial
BancGroup, Inc., on July 18, 2001. Pursuant to the General Corporation Law of Delaware, approval
of the Plan of Merger by the shareholders of The Colonial BancGroup, Inc., was not required.

5. The Plan of Merger was approved by the Board of Directors of Manufacturers
Bancshares, Inc. on June 15, 2001, and was approved by the sharcholders of Manufacturers

Bancshares, Inc. on October 24, 2001.

Dated: October 25, 2001.

MANUFACTURERS BANCSHARES, INC. THE COLONIAL BAN CGROUP, INC.

sy AU A

Alfre W. Flake Oakley, IV 2
President Executive Vice President and
Chief Financial Officer




EXHIBIT A

AGREEMENT AND PLAN OF MERGER
by and between
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dated as of
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AGREEMENT AND PLAN OF MERGER

THIS AGREEMENT AND PLAN OF MERGER is made and entered into as of this the 18th day of
June 2001, by and betwesn MANUFACTURERS BANCSHARES, INC. (“*Acquired Corporation'’), a
Florida corporation, and THE COLONIAL BANCGROUP, INC. (*‘BancGroup’”), a Delaware corporation.

WITNESSETH

WHEREAS, Acquired Corporation operates as a bank holding company for its wholly owned subsidiary,
Manufacterers Bank of Florida (the “Bank’’), with iis principal office in Tampa, Florida; and

WHEREAS, BancGroup is a bank holding company with 2 Subsidiary bank, Colonial Bank, operating in
Alabama, Florida, Georgia, Nevada, Termessee and Texas; and

WHEREAS, Acquired Corporation wishes to merge with BancGroup; and

WHEREAS, it is the intention of BancGroup and Acquired Corporatien that such Merger shall qualify for
federal income tax purposes as a “reorganization’” within the meaning of section 368(a) of the Ceds, a8

defined herein;

NOW, THEREFORE, in consideration of the mutual covenants contained herein, the Parties hereto agree
as follows: '

ARTICLE 1
NAME

1.1 Name. The name of the corporation resulting from the Merger shall be *“The Colonial BancGroup,
Inc.”

ARTICLE 2
MERGER—TERMS AND CONDITIONS

2.1 Applicable Law. On the Effective Date, Acquired Corporation shall be merged with and into
BancGroup (herein referred to as the ‘‘Resulting Corpor_ation"’ whenever reference is made to it as of the time
of merger or thereafter). The Merger shall be undertaken pursuant to the provisions of and with the effect
provided in the DGCL and, to the extent applicable, the FBCA. The offices and facilities of Acquired
Corporation and of BancGroup shail become the offices and facilities of the Resulting Corporation.

9.2  Corporate Existence. Onthe Effective Date, the corporate existence of Acguired Corporation aad
of BancGroup shall, as provided in the DGCL agd the FBCA, be merged into and continued in the Resulting
Corporation, and the Resulting Corporation shali be deemed to be the same corporation as Acquired
Corporation and BancGroup. All rights, franchises and interests of Acquired Corporation and BancGroup.
respectively, in and to every type of property (real, personal and mixed) and choses in action shall be
transferred to znd vested in the Resulting Corporation by virtue of the Merger without any deed or other
transfer. The Resulting Corporation on the Effective Date, and without any order or other action on the part of
any court or otherwise, shall hold and enjoy all rights of property, franchises and interests, including
appointraents, designations and nominations 2nd all other rights and interests as trusiee, executor, administrator,
transfer agent and registrar of stocks and bonds, guardian of estates, assignee, and receiver and in every other
fiduciary capacity and in every agency, and capacity, in the same manner and to the same extent as such rights,
franchises and interests were held or enjoyed by Acquired Corporation and BancGroup, respectively, on the
Effective Date. : : ' i
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23 Articles of Incorporation and Bylaws. On the Effective Date, the certificate of incorporation and
bylaws of the Resulting Corporation shall be the restated certificate of incorporation znd bylaws of BancGroup
as they exist immediately before the Effective Date. . L

2.4 Resulting Corporation’s Officers and Board. The board of directors and the officers of the
Resulting Corporation on the Effective Date shall consist of those persons serving in such capacities of
BancGroup as of the Effective Date.

2.5 Stockholder Approval. This Agreement shall be submitted to the shareholders of Acquired
Corporation at the Stockholders’ Meeting to be held as promptly as practicable consistent with the satisfaction
of the conditions set forth in this Agreement. Upon approval by the requisite vote of the shareholders of
Acquired Corporation as required by applicable Law, the Merger shall become effective as soon as practicable
thereafter in the manner provided in section 2.7 hereof.

2.6  Further Acts. If, at any time after the Effective Date, the Resulting Corporation shall consider or
be advised that any further assignments or assurances in law or any other acts are necessary or desirable (i) to
vest, perfect, confirm or record, in the Resulting Corporation, title to and possession of any property or right of
Acquired Corporation or BaneGroup, acquired as a result of the Merger, or (i) otherwise to carry out the
purposes of the Merger and this Agreement, BancGroup and its officers and directors shall execute and deliver
all such proper deeds, zssignments and assurances in law and do ail acts necessary or proper to vest, perfect or
confirm title to, and possession of, such property or rights in the Resulting Corporation and otherwise to carry
out the purposes of this Agreement; and the proper officers and directors of the Resulting Corporation are fully
authorized in the name of Acquired Corporation or BancGroup, or otherwise, to take any and all such action.

2.7  Effective Date and Closing. Subject 1o the terms of afl requirements of Law and the conditions
specified in this Agreement, the Merger shall become effective on the date specified in the Certificate of
Merger to be issued by the Secretary of State of the State of Delaware (such time being hersin called the
““Effective Date’"). Assuming all other conditions stated in this Agreement have been or will be satisfied as of
the Closing, the Closing shall take place at the offices of BancGroup, in Montgomery, Alabama, at 5:00 p.m.
on 2 date specified by BancGroup that shall be as soon as reasonably practicable after the later to occur of the
Stockholder Meeting or all required regulatory approvals under Section 8.2, or at such other place 2nd time that
the Parties may mutually agree, o

2.8  Subsidiary Bank Merger. BeancGroup and Acquired Corporation anticipate that on or after the
Effactive Dare the Bank will merge with and into Colonial Bank, BancGroup’s Subsidiary bank. The exact
timing and structure of the Bank Merger have not been finslized at this time, and BancGroup in its discretion
will finalize such tming and structure 2t a later date. Acquired Corporation will cooperate with BancGroup in
consummating with the Bank Merger, including the calling of any special meetings of the board of directors of .
the Bank and the filing of any regulatory applications.

ARTICLE 3
CONVERSION OF ACQUIRED CORPORATION STOCK

3.1 Conversion of Acquired Corporation Stock.

{a) On the Effective Date, each share of common stock, par value $0.01, of Acguired Corporation
outstanding and held of record by Acquired Corporation's shareholders {the ‘*Acquired Corporation Stock™),
shall be converted by operation of law and without any action by any holder thereof into shares of BancGroup
Common Stock. Specificelly, each outstanding share of Acquired Corporarion Stock shall (subject to section
3.3 hereof), be converted into 1.60 shares of BancGroup Common Stock, provided that the Market Vaiue for
BancGroup is not less than $11,50 per share nor greater than $13.50 per share. If the Market Value is less than
$11.50, then each share of Acquired Corporation Stock outstanding at the Effective Date shall be converted
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into the number of shares of BancGroup Common Stock that shall equal $18.40 divided by the market value of
BancGroup Common Stock. If the Market Vajue is greater than $13.50, then each share of Acquired
Corporation Stock shall be converted into such number of shares of BancGroup Cominon Stock that shall equal
$21.60 divided by the market value of BancGroup Common Stock. The Market Value shall be the average of
the closing prices of the BancGroup Common Stock as reported by the NYSE on each of the ten trading days
ending on the trading day five teading days immediately preceding the Effective Date. The appropriate ratio that
‘< used to caleulate the Merger Consideration based upon the market value as set forth above is referred to as
the *“Bxchange Ratio””. However, if there shall be announced between the date of this Agreement and the
Effective Date (i) by any Person that such Person is or has commenced a tender or exchange offer to acquire in
excess of 50% of the outstanding shares of BancGroup Common Stock, or (if) by BancGraup that it has entered
into a letter of intent or an agreement for the acquisition of BancGroup by another Person or that BancGroup
shall be merged with a Person in a iransaction in which BancGroup is not the surviving corporation, or a
ransaction in which BancGroup’s current sharehoiders would own less than 50% of the resulting corporation,
then each outstanding share of Acquired Carporzation Stock shall be converted into 1.60 shares of BancGroup
Common Stock without reference to the Market Value of BancGroup Comimnon Stock.

(b) (i) On the Effective Date, BancGroup shall assume all Acquired Corporation Options outstanding. and
each such option shall cease to represent a right to acquire Acquired Corporation comrzon stock and shall,
instead, represent the right to acquire BancGroup Comrnon Stock op substantially the same (erms applicable to
the Acquired Corporation Options except as specified below in this section. The number of shares of
BancGroup Common Stock to be issued pursuant {0 such options shall equal the number of shares of Acquired
Corporation common stock subject to such Acquired Corporation Options muitiplied by the Exchange Ratig,
provided that no fractions of shares of BancGroup Common Stock shall be issued and the number of shares of
BancGroup Commen Stock to be issued upon the exercise of Acquired Corporation Options, if 2 fractionai
share exists, shall equal the number of whole shares obtained by rounding to the nearest whole number, giving
account to such fraction, or by paying for such fraction in cash, based upon the Market Valpe. The exerciss
price for the acquisition of BancGroup Common Stock shall be the exercise price for each share of Acquired
Corporation common stock subject to such options divided by the Exchange Ratio, adjusted appropriately for
any rounding to whole shares that may be dosne. It is intended that the 2ssumption by BancGroup of the
Acquired Corporation Options shell be undertaken in a manner that will not constitute a ‘*modification’’ as
defined in Section 424 of the Code as to any stock option which is an ‘‘incentive stock option.”” Schedule
3.1(b) hereto sets forth the names of a1l persons holding Acquired Corporatioi Options, the number of shares of
Acquired Corperation commion stock subject to such optiens, g exercise price and the expiration date of such
opticns.

(i} BancGroup shall file at is expense a registration statement with the SEC on Form S-8 or such
other appropriate form (including the Form S-4 to be filed in connection with the Merger) with respect i
the shares of BaneGroup Common Stock to be issued pursuant (o such options and shall use jts reasonable
best efforts to maintain the effectiveness of such registration statement for so long as such options remain
outstanding. Such shares shall also be registered or qualified for sale under the securities laws of any state
in which registration or qualification is necessary.

39 Sumender of Acquired Corporation Stock.  Afier the Effective Date, each holder of an outstanding
certificate or certificates which prior thereto represented shares of Acquired Corporation Stock who is entitled
io receive BancGroup Common Stock shall be entifled, upon sutrender to BancGroup of their certificate or
certificates representing shares of Acquired Corporation Stock (or an affidavit or affirmation by such holder of
the loss, theft, or destruction of such certificate or certificates in such form as BancGroup may reasonably
require and, if BancGroup reasonably requires, a toad of indemaity in form and amount, and issued by such
sureties, as BancGroup may reasonably require}, to receive in exchange therefor a certificate or certificates
representing the number of whole shares of BancGroup Common Stock into and for which the shares of
Acquired Corporaticn Siock 0 surrendered shall have been converted, such certificates to be of such.
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denominations and registered in such names as such holder may reasonably request. Until so surrendered and
exchanged, each such outstanding certificate which, prior to the Effective Date, represented shares of Acquired
Corporation Stock and which is to be converted into BancGroup Common Stock shall for all purpeses evidence
ownership of the BancGroup Common Stock into and for which such shares shail have been so converted,
except that no dividends or other distributions with respect to such BancGroup Commor Stock shall be made

tntil the certificates previously representing shares of Acquired Corporation Stock shail have been properly
tendered.

3.3 Frocrional Shares. No fractiona) shares of BancGroup Common Stock shall be issued, and each
holder of shares of Acquired Corporation Stock having a fractional interest arising upon the conversion of such
shares into shares of BancGroup Common Stock shall, at the tdme of surrender of the certificates previously

representing Acquired Corporation Stock, be paid by BancGroup an amount in cash equal to the Market Value
of such fractional share,

34 Adjustments. In ihe event that prior to the Effective Date BancGroup Common Stock shall be
changed into a different number of shares or a different class of shares by reason of any recapitalization or
reclassification, stock dividend, combination, stock split, or reverse stock split of the BancGroup Common
Stock, an appropriate and proportionate adjustment shall be made in the number of shares of BancGroup
Common Stock into which the Acquired Corporation Stock shall be converied as well as the maximum and
minimum Market Value amounts set forth in this Agreement.

3.5 BaneGroup Stock. The shares of Common Stack of BancGroup issued and outstanding
immediately before the Effective Date shall continue to be issued and ourstanding shares of the Resulting
Corporation. ;

3.6 Dissenting Rights. Any shareholder of Acquired Corporation who shall not have voted in favor of
this Agreement and who has complied with the applicable procedures set forth in the FBCA, relating 1o rights
of dissenting shareholders, shall be entitled to receive payment for the fair value of his Acquired Corporation
Stock. If after the Effective Date a dissenting shareholder of Acquired Corporation fails to perfect, or
effectively withdraws or loses his right to appraisal and payment for his shares of Acquired Corporation Stock,
BancGroup shall issue and deliver the consideration to which such holder of shares of Acquired Corporation
Stock is entitled under Section 3.1 (without interast) upon surrender by such holder of the certificate or
certificates representing shares of Acquired Corporation Stock heid by him or her.

ARTICLE 4
REPRESENTATIONS, WARRANTIES AND COVENANTS OF BANCGROUP

BaneGroup represents, warrants and covenamts to and with Acquired Corporation as follows:

4.1  Organization. BancGroup is a corporation duly organized, validly existing and in good standing
under the Laws of the State of Delaware, BancGroup has the necessary corporate powers [0 carTy on its
business as presenily conducted and is qualified to do business in every jurisdiction in which the character and
location of the Assets owned by it or the nature of the business transacted by it requires qualification or in
which the failure to qualify could, individually or in the aggregate, have a Material Adverse Effect.

4.2 Capital Stock.

(a) The authorized capital stock of BancGroup consists of {A) 200,000,000 shares of Common Stock,
$2.50 par value per share, of which as of April 30, 2001, 110,676,810 shares were validly issued and
cutstanding, fully paid and nonassessable and are not subject to presmptive rights (not counting additional
shares subject to issue pursuant to stock option and other plans and convertibie debentures), and (B) 1,000,000
shares of Preference Stock, $2.50 par value per share, none of which are issued and outstanding. The shares of
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BaneGroup Common Stock to be issued in the Merger are duly authorized and, when so issued, will be validly
issued and outstanding, fully paid and nonassessable, will have been registered under the 1933 Act, and will
have been registered or qualified under the sécurities laws of all jurisdictions in which such registration or
quelification is required, based upon information pravided by Acquired Corporation.

() The authorized capital stock of each Subsidiary of BancGroup is validly issued and outstanéing, fully
paid and nonassessable, and each Subsidiary is wholly owned, directly or indirectly, by BancGroup.

4.3 Financial Statements; Taxes. (a) BancGroup has deliversd to Acquired Corporation copies of the
following financial staterments of BancGroup:

(i) Consolidated balance sheets as of December 31, 1999, December 31, 2000, and March 31, 2001;

(i) Consolidated statements of operations for each of the three years ended Decernber 31, 1998, 1999
and 2000, and for the three months ended March 31, 2001;

(iii) Consolidated staternents of cash flows for each of :the three years ended December 31, 1998,
1999 znd 2000, and for the three months ended March 31, 2001; and

(iv) Consolidated statements of changes in shareholders’ equity for the three years ended
December 31, 1998, 1999 and 2000, and for the three months ended March 31, 2001.

All such financial statements are in all material respects in accordance with the books and records of
BancGroup and have been prepared in accordance with GAAP applied on a consistent basis throughout the
periods indicated unless otherwise stated, all as more particularly set forth in the noes to such statements. Each
of the consolidated balance sheets presents fairly as of its Gate the consolidated financial condition of
BancGroup and its Subsidiaries. Except a5 and 1o the extent reflected or reserved against in such balance sheets
(including the notes thereto), BancGroup did not have, as of the dates of such balance sheets, any material
Liabilities or obligations (absolute or contingent) of a nature customarily reflected in a balance sheet or the
notes thereto. The statements of consolidated income, shareholders’ equity and changes in consclidated
financizl position present faizly the results of operations and changes in financial position of BancGroup and its
Subsidiaries for the periods indicated. The foregoing representations, insofar as they relate to the nnaudited
interim financial statements of BancGroup for the three months ended March 31, 2001, are subject in all cases
to normal recurring year-end adjustments and the omission of footnote disclosure.

(b) All Tax returns required to be filed by or on behalf of BancGroup have been timely filed (or requests
for extensions therefor have been timely filed and granted and have not expired), and all returns filed are
complete and accurate in all materiai respects. All Taxes shown on these returms (o be due and afl additional
assessments received have been paid. The amounts recorded for Tzxes on the balance sheets provided under
section 4.3(a) are, to the Knowledge of BancCroup, sufficient in all material respects for the payment of all
uppaid federal, state, county, local, foreign or other Taxes (including any interest or penalties) of BancGroup
accrued for or applicable to the period ended on the dates thereof, and all years and periods prior thereto and
for which Banc¢Group may at such dates have been liable in its own right or as transferee of the Assets of, or as
successor 1o, any other corporation or other party. No audit, examination or investigation s presently being
conducted or, to the Knowledge of BancGroup, threatened by any taxing authority which is likely to result in &
material Tax Liability, no material unpaid Tax deficiencies of additional liabilities of any sort have been
proposed by any governmental representative and no agreements for extension of time for the assessmen: of
any material amount of Tax bave been entered into by or on behalf of BancGroup. BancGroup has withheld
from its employees (and timely paid to the appropriate governmental entity) proper and accurate amounts for
all periods in material compliance with 2ll Tax withholding provisions of applicable federal, state, foreign and
1ocal Laws (including without limitation, income, social security and employment Tax withholding for ail types
of compensation).

44 No Conflict with Other Instrument. The consummation of the transactions contemplated by this
Agreement will not result in 2 breach of or constitute a Default (without regard to the giving of notice or the

A-5




passage of time) under any material Contract, indenture, mortgage, deed of trust or other material agresment or
instrurment to which BancGroup or any of its Subsidiaries is a party or by which they or their Assets may be
bound; will not confiict with any provision of the restated certificate of incorporation or bylaws of BancGroup
or the articles of incorporation or bylaws of any of its Subsidiaries; and will not violate any provision of any
Law, regulation, judgment or decree binding on ther or any of their Assets,

4.5 Absence of Marerial Adverse Change. Since the date of the most recent balance sheet provided
under section 4.3(a)(i) above, there have been no events, changes or occurrences which have had or are
reasonably likely to have, individually or in the aggregate, a Material Adverse Effect on BancGroup.

4.6  Approval of Agreement. The board of directors of BancGroup has, or will have prior to the
Effective Date, approved this Agreement and the transactions contemplated by it and has, or will have prior to
the Effective Date, authorized the execution and delivery by BancGroup of this Agresment. This Agreement
constitutes the legal, valid and binding obligation of BancGroup, enforceable against it in accordance with its
terms. Approval of this Agreement by the stockholders of BancGroup is not required by applicable Law.
Subject to the matters referred 1o in section 8.2, BancGroup has full power, authority and legal vight to enter
into this Agreement and to consummate the transactions contemplated by this Agreement. BaneGroup has no
Knowledge of any fact or circumstance under which the appropriate regulatory approvals required by section
8.2 will not be granted without the imposition of material conditions or material delays.

4.7 Tax Treatment. BancGroup has no present plan to seil or otherwise dispose of any of the Assets of
Acquired Corporation, subsequent to the Merger, and BancGroup intends to continue the historic business of
Acquired Corporation.

4.8 Title and Related Matters. BancGroup has good and marketable title to all the properties, interests
in properties and Assets, real and personal, that are material to the business of BancGroup, reflected in the most
recent balance shest referred to in section £.3(a), or acquired after the date of such balance sheet {except
properties, interests and Assets sold or otherwise disposed of since such date, in the ordinary course of
business), free and clear of all mortgages, Liens, pledges, charges or encumbrances except (i) mortgages and
other encumbrances referred to in the notes of such balance sheet, (1i} liens for current Taxes not yet due and
payable and {iii) such imperfections of title and easements as do not materially detract from or interfere with
the present use of the properties subject thereto or affected thereby, or otherwise materially impair present
business operations at such properties. To the Knowledge of BancGroup, the material structures and equipment
of BancGroup comply in ail material respects with the requirements of all applcable Laws.

4.9  Subsidiaries. Each Subsidiary of BancGroup has been duly incorporated and is validly existing as
a corporation in good standing under the Laws of the jurisdiction of its incorporation and each Subsidiary has
been duly qualified as a foreign corporation to transact business and is in good standing under the Laws of each
other jurisdiction in which it owns or leases properties, or conducts any business so as to require such
qualification and in which the failure to be duly qualified could have 2 Material Adverse Effect upon
BancGroup and its Subsidiaries considered as one enterprise; BancGroup's banking subsidiary has its deposits
fully insured by the Federal Deposit Insurance Corporation to the extent provided by the Federal Deposit
Insurance Act; and the businesses of the non-bank Subsidiaries of BancGroup are permitted to subsidiaries of
registered bank holding companies.

4.10 Contracts. Neither BancGroup nor any of its Subsidiaries is in violation of its respective certificase
of incorporation or bylaws or in Defanit in the performance or observance of any material obligation,
agreement, covenant or condition contained in any Contract, indenture, mortgage, loan agreement, note, Jease
or other insrument to which it is a party or by which it or its property may be bound.

4.11 Lifigarion. Except as disclosed in or reserved for in BancGroup’s financial statements, there is no

Litigation before or by any court or Agency, domestic or forsigs, now pending, or, to the Knowledge of
BancGroup, threatened against or affecting BancGroup or any of its Subsidiaries (nor is BancGroup aware of
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any facts which couid give rise to any such Litigation) which is required to be disclosed in the Registration
Statement (other than as disclosed therein), or which is likely io have any Material Adverse Effect or
prospeciive Material Adverse Effect, or which is likely to materially and adversely affect the properties or
Assets thereof or which is likely to materially affect or delay the consummation of the transactions
conternplated by this Agreement; all pending legal or governmental proceedings to which BancGroup or any
Subsidiary is & party or of which any of their properties is the subject which are not described in the
Registration Statement, including ordinary routine Litigation incidental to the business, are, consicered in the
aggregate, not material; and neither BancGroup nor any of its Subsidiaries have any contingent obligations
which could be considered material to BancGroup and its Subsidjaries considered as one enterprise which are

not disclosed in the Registration Statement as it may be amended or supplemented.

412 Compliance. BancGroup and its Subsidiaries, in the conduct of their businesses, are to the
Knowledge of BancGroup, in material compliance with all material federal, state or local Laws applicable to
their or the conduct of their businesses. ’

413 Registration Statement. Al the time the Registration Statement becomes effective and at the time
of the Stockholders” Meeting, the Registration Statement, including the Proxy Statement which shail constiturs
a part thereof, will comply in all material respects with the requitements of the 1933 Act and the niles and
regulations thereunder, will 1ot contain an untrue staiement of & material fact or omit to state a material fact
necessary in order to make the statements therein, in the light of the circumstances under which they were
made, not misleading; provided, however, that the representations and warranties in this subsection shall not
apply to statements in or omissions from the Proxy Statement made in reliance upon and in conformity with
information furnished in writing to BancGroup by Acquired Corporation or any of ifs representatives expressly
for use in the Proxy Statement or information included in the Proxy Statement regarding the business of
Acquired Corporation, its operaticns, Assets and capital.

414 SEC Filings. (a) BancGroup has heretofore delivered to Acquired Corporation copies of
BancGroup's: (i) Annual Report on Form 10-X for the fiscal year ended December 31, 2000; (it) 2000 Annual
Report te Shareholders; (i) Quarterly Report on Form 10-Q for the quarter ended March 31, 2001 and (iv) any
reports on Form 8-K, filed by BancGroup with the SEC since March 31, 2000. Since Decambper 31, 1999,
BancGroup has timely filed all reports and registration statements and the documents required to be filed with
the SEC under the rules and reguiadons of the SEC and ali such reports and registration staiements o other
documents have complied in all materjal respects, as of their respective filing dates and effective dates, as the
case mnay be, with all the applicable requirements of the 1933 Act and the 1934 Act. As of the respective filing
and effective dates, none of such reports or registration statements or other decuments contained any untrue
statement of a material fact or omiited to state a material fact required to be stated therein or necessary in order

to make the staternents therein, in light of the circumstances under which they were made, not misleading.

(b) The dacuments incorporated by reference into the Registration Statement, at the time they were filed
with the SEC, complied in all material respects with the requirements of the 1934 Act and Regulations
thereunder and when read together and with the other information in the Registration Statement will not contain
an untrue statement of a material fact or omit to state 2 materiz] fact required o be stated therein or necessary
1o make the statements therein not misleading at the time the Registration Statement becomes effective or at the
time of the Stockholders Meeting.

4.15 Form §-4. The conditions for use of & regisiration statement on SEC Form S-4 set forth in the
General Instructions on Form S-4 have been or will be satisfied with respect to BancGroup and the Registration
Statement.

4.16 Brokers. Except for negotiations with Allen C. Ewing & Co. as referenced in Section 5.18 of this
Agreement, all negotiations relative o this Agreement and the transactions contemplated by this Agreement
have been carried on by BancGroup directly with Acquired Corporaticn and without the intervention of aay

AT

e
T




other person, either as a result of any act of BancGroup or otherwise in such manner as to give rights to any
valid claim against BancGroup for finders fees, brokerage commissions or other like payments.

417 Government Authorization. BencGroup and its Subsidiaries have all Permits that, 1o the
Knowledge of BancGroup and its Subsidiaries, are or will be jegally required to enable BancGroup or any of
its Subsidiaries to conduct their businesses in all material respects as now conducted by each of them.

418 Absence of Regulatory Communications. Neither BancGroup nor any of its Subsidiaries is subject
to, or has received during the past three (3) years, any written communication directed specifically to it from
any Agency to which it is subject or pursuant to which such Agency has imposed or has indicated it may
impose any material restrictions on the operations of it or the business conducted by it or in which such
Agency has raised a material question concerning the condition, financial or otherwise, of such company.

419 Disclosure. No representation or warranty, or any statement or certificate furnished or to be
furnished to Acquired Corporation by BancGroup, contains or will contain any untrue staternent of a material
fact, or omits or will omit to state a material fact necessary to make the statements contained in this Agreement
or in any such statement or cerfificate not misleading.

ARTICLE 5
REPRESENTATIONS, WARRANTIES AND COVENANTS OF ACQUIRED CORPORATION

Acquired Corporation represents, warrants and covenatts 10 and with BancGroup, as follows:

5.1 Organization. Acquired Corporation is a Florida corporation, and the Bank is a Fiorida banking
corporation. Each Acquired Corporation Company is duly organized, validly existing and in good standing
under the respective Laws of its jurisdiction of incorporation and has all requisite power and authority to carry
on its business as it is now being conducted and is qualified to do business in every jurisdiction in which the
character and locatiorn of the Assets owned by it or the nature of the business transacted by it requires
qualification or in which the faiture to qualify could, individually, or in the aggregate, have a Material Adverse
Effect.

52  Capital Stock. (i) AS of the date of this Agreernent, the authorized capita] stock of Acquired
Corporation consisted of (a) 10,000,000 shares of cammon stock, $0.01 par value per share, 2,580,473 shares
of which are issued and outstanding and (b) 2,000,000 shares of preferred stock, none of which is issued or
outstanding. All of such shares which are outstanding are validly issued, fully paid and nonassessable and not
subject to preemptive rights. Acquired Corporation has 206,110 shares of its common stock subject to exercise
pursuant to stock options under its stock option plans. Except for the foregoing, Acquired Corporation does not
have any other arrangements or commitments obligating it to issue shares of its capital stock or any securities
convertible into or having the right to purchase shares of its capital stock, including the grant or issuance of
Acquired Corporation Options.

() Trust Preferred Securities. As of the date of this Agreement, the Acquired Corporation also has
outstanding shares of variable rate cumulative trust preferred securities (the *“Trust Preferred Securities’™)
through its wholly-owned subsidiary, MBI Business Trust, which is a wholly-owned subsidiary of the Bank and
a statutory business trust formed under the laws of the State of Delaware., All of such shaves which are
outstanding are validly issued, fully paid, nonassessable and not subject to preemptive rights.

53  Subsidiaries. TExcept as set forth on Scheduie 5.3, Acquired Corporation has no direct Subsidiaries
other than the Bank, and there are no Subsidiaries of the Bank. Except as set forth on Schedule 5.3, Acquired
Corporation owns all of the issued and outstanding capital stock of the Bank free and clear of any liens, claims
or encurabrances of any kind. All of the issued and outstanding shares of capital stock of the Subsidiaries have
been validly issued and are fully paid and non-assessable. As of the date of this Agrsement, there were
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3,400,000 shares of the common stock, par value $1.00 per share, antherized of the Bank, 2,471,662 of which
are issued and outstanding and wholly owned by Acquired Corporation. The Bank has no arrangerments or
commitments obligating it to issue shares of its capital stock or any securities convertible into or having the
right to purchase shares of its capital stock.

3.4  Financial Siatements; Taxes (a) Acquired Corporétion has delivered to BancGroup copies of the
following financial statements of Acguired Corporation:

(1) Consoclidated statements of financial condition as of Decernber 31, 1999, December 31, 2000 and
March 31, 2001;

(ii) Consclidated statements of income for each of the three years ended December 31, 1698, 1959
and 2000, and for the three months ended March 31, 2001 and

{ii1) Consolidated statements of stockholders’ equity for each of the three years ended December 31,
1998, 1998, and 2000, and for the three months ended March 31, 2001,

All of the foregoing financial statements are in all material respects in accordance with the books and
records of Acquired Corporation and have been prepared in accordance with GAAP applied on 2 consistent
basis throughout the periods indicated, except for changes required by GAAP, all as more particularly set forth
in the notes to such statements. Each of such balance sheets presents fairly as of its date the financial condition
of Acquired Corporation. Except as and to the extent reflected or reserved against in such balance sheets
(including the notes thereto), Acquired Corporation did not have, as of the date of such balance sheets, any
material Liabilities or cbligations (absolute or contingent) of a nature customarily reflected in a balance sheet or
the notes thereto. The statements of income, stockholders’ equity and cash flows present fairly the results of

operation, changes in shareholders equity and cash fiows of Acquired Corporation for the periods indicated,
The foregoing representations, insofar as they relate to the unaudited interim financial statements of Acquired
Corporation for the three months ended Mareh 31, 2001, are subject in all cases to normal recurting year-end
adjustments and the omission of footnote disclosure. .

(b) Except as set forth on Schedule 5.4(b), all Tax returns required to be filed by or on behalf of Acquired

Corporation have been timely filed (or requests for extensions therefor have been timely filed and granted and
have not expired), and all returns filed are complete and accurate in 21l marerial respects, All Taxes shown on
these returns to be due and all additional assessments received have been paid. The amounts recorded for Taxes
on the balance sheets provided under section 5.4(a) are, to the Knowledge of Acquired Corporation, sufficient
in all material respects for the payment of all unpaid federal, state, county, local, foreign and other Taxes
(including any interest or penalties) of Acquired Corporation accrued for or applicable to the period ended on
the dates thereof, and all years and periods prior thereto and for which Acquired Corporation may at such dates
have been liable in its own right or as a transferee of the Assets of, or as successor 10, any other corporation or
other party. No audit, examination or investigation is presently being conducted or, to the Knowledge of
Acquired Corporation, threatened by any taxing authority which is likely to resnlt in a material Tax Liability,
no material unpaid Tax deficiencies or additional liability of any sort has been proposed by any governmental
representative and no agreements for extension of time for the assessment of any material amount of Tax have
been entered into by or on behalf of Acquired Corporation. Acquired Corporation has not executed an
extension or wafver of any statute of Iimitations on the assessment or collection of any Tax due that is currently
in effect. _

(¢) Each Acguired Corporation Company has withbeld from its employees (and timely paid to the
appropriate governmental entity) proper and accurate smounts for all periods in material compliance with all .
Tex withholding provisions of applicable federal, state, foreign and local Laws {including without limitation, :

incore, social security and employment Tax withholding for 2l types of compensation). Each Acquired '

Corporation Company is in compliance with, and its records contain all information and documents (including
properly completed IRS Forms W-9) necessary to comply with, all applicable information reporting and Tax
withholding requirements under federzal, state and local Tax Laws, and such records identify with specificity all
accounts subject to backup witbholding under section 3406 of the Code.
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3.5 Absence of Certain Changes or Events. Except as set forth on Schedule 5.5, since the date of the
most recent balance sheet provided under section 5.4(a)(i) above, no Acguired Corporation Company has

(a) issued, delivered or agreed to issue or deliver any stock, bonds or other corporate securities
(whether authorized and unissued or held in the treasury) except shares of common stock issued upon the
exercise of existing Acquired Corporation Options and shares issued as director’s qualifying shares;

(b) borrowed or agreed to borrow any funds or incurred, or become subject to, any Liability
(absolute or contingent) except borrowings, obligations (including purchase of federal funds) and
Liabilities incurred in the ordinary course of business and consistent with past practice;

() paid any material obligation or Liability (absolute or contingent) other than current Liabilities
reflected in or shown on the most recent balance sheet referred to in section 5.4(a)(i) and current
Lizbilities incurred since that date in the ordinary course of business and consistent with past practice;

{(d) declared or made, or agreed to declare or make, any pavment of dividends or distributions of any
Assets of any kind whatsoever to shareholders, or purchased or redeemed, or agreed to purchase or
redeem, directly or indirecdy, or otherwise acquire, any of its outstanding securities, except that Acquired
Corporation may pay cash dividends at iis current rate and at times consistent with past practice, both as
shown on Schedule 5.5(d),

(e) except in the ordinary course of business, sold or transferred, or agreed to sell or transfer, any of
its Assets, or canceled, or agreed to cancel, any debts or claims:

(f} except in the ordinary course of business, entered or agreed to enter into any agreement or
arrangement granting any preferential rights to purchase any of its Assets, or requiring the consent of any
party to the transfer and assignment of any of its Assets;

g} suffered any Losses or waived any rights of value which in either event in the aggregate are
material considering its business as a whole;

(h) except in the ordinary course of business, made or permitted any amendment or termination of
any Contract, agreement or license to which it is a party if such amendment or termination is material
considering its business as a whole;

(1) except in accordance with normal and usual practice, made any accrual or arrangement for or
paytment of bonuses or special compensation of any kind or any severance or termination pay to any
present or former officer or employee;

(i) except in accordance with normal and usual practice, increased the rate of compensation payable
to or to become payable to any of its officers or employees or made any material increase in any profit
sharing, bonus, deferred compensation, savings, insurance, pension, retirement or other employee benefit
plan, payment or arrangement made to, for or with any of its officers or employees;

(k) received notice or had Knowledge or reason to believe that any of its substantial customers has
terminated or intends to terminate its relationship, which terminzation would have a Material Adverse
Effect on its financial condition, results of operations, business, Assets or properties;

(I) failed to operate its business in the ordinary course so as to preserve its business intact and to
preserve the goodwill of its customers and others with whomn it has business relations;

(m) entered into any other material transaction other than in the ordinary course of business; or
(n) agreed in writing, or otherwise, to take any action described in clanses {2) through (m) above,
Between the date hereof and the Effective Date, no Acquired Corporation Company, without the express
written approval of BancGroup, will do any of the things listed in clauses (a) through (n) of this section 5.5
except as permitted therein or as contemplated in this Agreement, and no Acquired Corporation Company will

enter into or amend any material Contract, other than Loans or renewals thereof entered into in the ordinary
course of business, without the express written consent of BancGroup.
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5.6  Title and Related Matters.

() Title. Each Acquired Corporation Company has good and marketable title to all the properties,
interest in properties and Assets, real and personal, that are material to the business of such Acquired
Corporation Company, reflected in the most recent balance sheet referred to in section 5.4(a){i), or acquired
after the date of such balance sheet (except properties, interests and Assets sold or otherwise disposed of since
such date, in the ordinary course of business), free and clear of all mortgages, Liens, pledges, charges or
encumbrances except (i) mortgages and other encumbrances referred to in the notes © such balance sheet,

(ii} Liens for cument Taxes not yet due and payable and (iii) such imperfections of title and easements as do
not materially detract from or interfers with the present use of the properties subject thereto or affected thereby,
or otherwise materially impair present business operations at such properties. To the Knowledge of Acquired
Corporation, the material structures and equipment of each Acquired Corporation Company comply in 2li
material respects with the requirernents of all applicable Laws.

(b) Leases. Schedule 5.6(b) sets forth 2 list and description of all real and personal property owsed or
leased by any Acquired Corporation Company, either as lessor or lessee. Complete and accurate copies of al
such leases have been made available to BancGroup for inspection.

(¢) Personal Property. Schedule 5.6(c) sets forth a depreciation schedule of each Acguired Corporation
Company’s fixed Assets as of March 31, 2001,

(d) Computer Hardware and Software. Schedule 5.6(d) contains a description of all agreements relating
to data processing computer software and hardware now being used in the business operations of any Acquired
Corporation Company. Acquired Corporation is not aware of any defects, irregularities or problems with any of
its computer hardware or software which renders such hardware or software unable to satisfactorily perform the
tasks and functions to be perforrmed by them in the business of any Acquired Corporation Company. Complete
and accurate copies of ali Contracts, plans and other items so listed have been made available to BancGroup for
inspection.

57 Commitments. Except as set forth in Schedule 5.7, no Acquired Corporation Company is a party to
any oral or written (i) Contract for the employment of any officer or employee which is not terminable on 30
days’ (or less) notice, (ii) profit sharing, bonus, deferred compensation, savings, stock option, severance pay,
pension or retirement plan, agreement or arangemant, {iii) loan agreemeﬁt, indenture or similar agreement
relating to the borrowing of money by such party, {iv) guaranty of any obligation for the barrowing of money
or otherwise, excluding endorsements made for collection, and guaranties made in the ordinary course of
business, (v) consulting or other similar material Contracts, (vi) collective bargaining agreement,
(vil) agreement with any present or former officer, director or shareholder of such party, or (viii) other
Contract, agreement or other commitment which is material to the business, operations, property, prospects or
Assets or to the condition, financial or otherwise, of any Acquired Corporation Company. Complete and
accurate copies of ail Coniracts, plans and other items so listed have been provided to BancGroup.

5.8 Charter and Bylaws. Schedule 5.8 contains true and correct copies of the articles of incorporation
and bylaws of each Acquired Corporation Company, including all amendments thereto, as currenily in effect.
There will be no changes in such articles of incorporation or bylaws prior to the Effective Date, witpout the
prior written consent of BancGroup.

5.9 Litigation. There is no Litigation (whether or not purportedly on behalf of Acquired Corporation)
pending or, to the Knowledge of Acquired Corporation, threatened against or affecting any Acquired
Corporation Company (nor does Acquired Corporation have Knowledge of any facts which are likely to give
rise to any such Litigation) at law or in equity, or before or by any governmental department, commission,
board, bureau, agency or instrumentality, domestic or foreign, or before any arbitrator of any kind, which
involves the possibility of any judgment or Liability not fully covered by insurance in excess of a reasonable
deductible amount or which may have a Material Adverse Effect on Acguired Corporation, and no Acguired
Corporation Company is in Default with respect to any judgment, order, writ, injunction, decree, awarg, rule or
regulation of ary court, arbjtrator or covernmental department, commission, board, bureau, agency or
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instrumentality, which Default would have a Material Adverse Effect on Acquired Corporation. To the
Knowledge of Acquired Corporation, eack Acquired Corporation Company has complied in all material
respects with all material applicable Laws and Regulations including those imposing Taxes, of any applicable
jurisdiction and of ll states, munijcipalities, other political subdivisions and Agencies, in respect of the
ownership of its properties and the cenduct of its business, which, if not complied with, would have a Material
Adverse Bffect on Acquired Corporation.

5.10 Material Contract Defaults. Except as disclosed on Schedule 5.10, no Acquired Corporation
Company is in Default in any material respect under the terms of any material Contract, agreement, lease or
other commitment which is or may be material to the business, operations, properties or Assets, or the
condition, financial or ctherwise, of such company and, to the Knowledge of Acquired Corporation, there is no
event which, with notice or lapse of time, or botk, may be or become an event of Default under any such
material Contract, agreement, lease or other commitment in respect of which adequate steps have not been
taken to prevent such a Default from occurring.

5.11 No Conflict with Qther Instrument. 'The consurnmation of the transactions conterplated by this
Agreement will not result in the breach of any term or provision of or constitute a Defzult under any material
Contract, indenture, mortgage, deed of trust or other material agreement or instrument to which any Acquired
Corporation Colnpany is a party and will not conflict with any provision of the charter or bylaws of any
Acquired Corporation Company.

512 Governmental Anthorization. Each Acquired Corporation Company has all Permits that, to the
Knowledge of Acquired Corporation, are or will be legally required to enable any Acquired Corporation
Company to conduct its business in all material respécts as now conducted by éach Acquired Corporation
Company.

513 Absence of Regulatory Communications. Except as provided in Schedule 5.13, no Acquired
Corporation Company is subject to, nor has any Acquired Cerporation Company received during the past three
years, any writien commmunication directed specifically to it from any Agency to which it is subject or pursuant
to which such Agency has imposed or has indicated it may impose any material restrictions on the operations
of it or the business conducted by it or in which such Agency has raised any material question concerning the
condition, financial or otherwise, of such company.

5.14 Absence of Material Adverse Change. To the Knowledge of Acquired Corporation, since the date
of the most recent balance sheet provided under section 5.4(a)(i), there have been no events, changes or
occurrences which have had, or are reasonably likely to have, individually or in the aggregate, a Material
Adverse Effect on any Acquired Corporation Company,

5.15 Insurance. Each Acquired Corporation Company has in effect insurence coverage and bonds with
reputable insurers which, in respect to amouns, types and risks insured, management of Acquired Corporation
rzasonably belizves to be adequate for the type of business conducted by such company. No Acquired
Corporation Company is liable for any material retroactive premium adjustment. All insurance policies and
bonds are valid, enfoxceable and in full force and effect, and no Acquired Corporation Company has received
any notice of any material premium increase or cancellation with respect to any of its insurance policies or
bonds. Within the last three years, no Acquired Corporation Company has been refused any insurance coverage
which it has sought or applied for, and it has no reason to believe that existing insurance coverage cannot be
renewed as and when the same shall expire, upon terms and conditions as favorable as those presently in effect,
other than possible increases in premiums that do not result from any extraordinary loss experience. All pelicies
of insurance presently held or policies containing substantizlly equivalent coverage will be outstanding and in
full force with respect to each Acquired Corporation Company at all times from the date hereof to the Effective
Date, S . .

5.16  Pension and Employee Benefit Plans. _

{a) To the Knowledge of Acquired Corporation, &ll employse benefit plans of each Acquired Corporation
Company have been established in compliance with, and such plans have been operated in material compliance
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with, 21l applicable Laws. Except as set forth in Schedule 5.16, no Acquired Cerporation Company sponsors ot
otherwise maintains a ‘*pension plan” within the meaning of section 3(2) of ERISA or any other retirement
plan other than the Section 401K plan of Acquired Corporation that is intended to qualify under section 401 of
the Code, nor do any unfunded Liabilities exist with respect to any employee benefit plan, past or present. To
the Knowledge of Acquired Corporation, no empioyee benefir pian, any trust created thereunder or any trustee
or administrator thereof has engaged in a *‘prohibited transaction,” as defined in section 4975 of the Code,
which may have a Material Adverse Effect on the condition, financial or otherwise, of any Acquired
Corporation Company. )

{(b) To the Knowledge of Acquired Corporation, no amounts payable to any employee of any Acquired
Corporation Company will fail to be deductible for federal income tax purposes by virtue of Section 280G of
the Code and reguiations thereunder.

3.17 Buy-Sell Agreements. Except as provided in Schedule 5.17, to the Knowledge of Acquired
Corporation, there are no agreements among any of its shareholders granting 10 any person or persons a right of
first refusal in respect of the sale, transfer, or other disposition of shares of cutstanding securities by any
shareholder of Acguired Corporation, any similar agreement or any voting agreement or voting trust in respect
of any such shares.

5.18 Brokers. Except for services provided to Acquired Corporation by Allen C. Ewing & Co., all
negotiations relative to this Agreement and the transactions contemplated by this Agreement have been catied
on by Acquired Corporation directly with BancGroup and without the intervention of any other person, either
as a result of any act of Acquired Corporation, or otherwise, in such manner as to give rise to any valid claim
against Acquired Corporation for  finder’s fee, brokerage commission or other like payment.

5.19 Approval of Agreements. The board of directors of Acquired Corporation has approved this
Agreement and the transactions contemplated by this Agreement and has authorized the execution and delivery
by Acquired Corporation of this Agreement. Subject to the matters referred to in section 8.2, Acquired
Corporation has full power, authority and Iegal right to enter into this Agreement, and, upon appropriate vote of
the shareholders of Acquired Corporation in accordance with this Agreement, Acquired Corporation shall have
full power, authority and legal right to consummate the transactions contemplated by this Agreement.

520 Disclosure. No representation or warranty, nor any statement or certificate furnished or to be
furnished to BancGroup by Acguired Corporation, contains or will conrain any untrue statement of a material
fact, or omits or will omit to state a material fact necessary to make the statements contained in this Agreement
or in any such statement or certificate not misleading.

5.21 Registration Statement. At the time the Registration Statement becomes effective and at the time
of the Stockholders Meeting, the Registration Statement, including the Proxy Statement which shall constitute
part thereof, will not contain an untrue statement of a material fact or omit to state a material fact necessary in
order to make the statements therein, in the light of the circumstances under which they were made, not
raisieading; provided, however, that the representations and warranties in this section shall only apply to
statements in or omissions from the Proxy Staternent relating to descriptions of the business of Acquired
Corporation, its Assets, properties, operations, and capital stock or to information furnished in writing by
Acquired Corporation or its representatives expressly for inclusion in the Proxy Staterent.

5.22 Loans; Adequacy of Allowance for Loan Losses, Al reserves for loan lesses shown on the most
recent financial statements furnished by Acquired Corporation have been calculated in accordance with prudent
and customary banking practices and are adequate in all material respects to reflect the risk inherent in the
loans of Acquired Corporation. Acquired Corporation has no Knowledge of any fact which is likely (o require a
future material increase in the provision for loan losses or a material decreass in the loan loss reserve reflected
in such financial statements. Each loan reflected as an Asset on the financial statements of Acquired
Corporation is the legal, valid and binding obligation of the obligor of each loan, enforceable in accordance
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with its terms subject 1o the effect of bankruptey, insolvency, reorganization, moratorium, or other similar laws
relating to creditors’ rights generally and to general equitable principles and complies with all Laws to which it
is subject. Acquired Corporation does not have in its portfolic any loan exceeding its legal lending Limit, and
except as disclosed on Schedule 5.22, Acquired Corporation has no krown significant delinquent, substandard,
doubtful, loss, nonperforming or probiem loans.

523 Environmental Matrers. Except as provided in Schedule 5.23, to the Knowledge of Acquired
Corporation, each Acquired Corporation Company is in material compliance with all Laws and other
governmenital requirements relating to the generation, management, handling, trangportation, treatment,
disposal, storage, delivery, dischargs, release or emission of any waste, pollution, or toxic, hazardous or other
substance (the **Environmental Laws’"), and Acquired Corporation has no Knowledge that any Acquired
Corporation Company has not complied with all reguiations and requirements promulgated by the Occupational
Safety and Health Administration that are applicable to any Acquired Corporation Company. To the
Knowledge of Acquired Corporation, there is no Litigation pending or threatened with respect to any violation
or alleged violation of the Environmental Laws. To the Knowledge of Acquired Corporation, with respect to
Assets of any Acquired Corporation Company, including any Loan Property, (i) there has been no spillage,
leakage, contarnination or release of any substances for which the appropriate remedial action has not been
corapleted; (ii) no owned or leased property is contaminated with or contains any hazardous substance or
waste; and (jii) there are no underground storage tanks on any premises owned or leased by any Acquired
Corporation Comparny. Acquired Corporation has no Knowledge of any facts which might suggest that any
Acquired Corporation Company has engaged in any management practice with respect to any of its past or
existing borrowers which could reasonably be expected to subject any Acquired Corperation Company to any
Liability, either directly or indirectly, under the principies of law as set forth in Unized States v. Fleet Factors
Corp., 901 F.2d 1550 {11¢h Cir. 1990) or any similar principles. Moreover, to the Knowledge of Acquired
Corporation, no Acquired Corporation Company has extended credit, either on a secured or unsecured basis, to
any person or other entity engaged in any activities which would require or requires such person or entity to
obtain any Permits which are required under any Environmental Law which has not been obtained.

5.24 Transfer of Shares. Acquired Corporation has no Knowledge of any plan or intention on the part
of any affiliate of Acquired Corporation to sell or otherwise dispose of any of Acquired Corperation Common
Stock, or the BancGroup Common Stock to be received by them in the Merger, that could cause the Merger to
fail to qualify for the pooling of interests method of accounting under generaily accepted accounting principles.

3.25  Collective Bargaining. There are no labor contracts, collective bargaining agreements, lefters of
undertzakings or other arrangements, forma! or informal, between any Acquired Corporation Company and any
union or labor organization covering any Acquired Corporation Company’s employees 2nd none of said
employees are represented by any union or labor organization.

526 Labor Disputes. To the Knowledge of Acquired Corporation, each Acquired Corporation
Company is in material compliance with all federal and state laws respecting employment and employment
practices, terms and conditions of employment, wages and hours. No Acquired Corporation Company is or has
been engaged in any unfair labor practice, and, to the Knowledge of Acquired Corporation, no unfair labor
practice complaint against any Acquired Corporation Company is pending before the National Labor Relations
Board. Relations between management of each Acquired Corporation Company and the employees are
amicable and there have not been, nor to the Knowledge of Acquired Corporation, are there presently, any
attempts to organize employees, nor to the Knowledge of Acquired Corporation, are there plans for any such
attempts.

3.27 Derivative Contracts. No Acquired Corporation Company is a party to or has agreed to enter into
a swap, forward, future, option, cap, floor or collar financial contract, or any otber interest rate or foreign
Currency pretection cantract or derivative security not included in Acquired Corporation’s financial statements
delivered under Section 5.4 hereof which is a financial derivative contract (including varicus combinations
thereof). ‘
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5.28 Non-Terminable Contracts or Severance Agreements. 'With the exception the contracts listed on
Schedule 5.28, no Acquired Corporation Company is a party to or has agreed to enter into a contract that is not
terminable within 90 days or contains an extraordinary buyour. With the exception of certain agreements
otherwise referenced in this Agreement, no Acquired Corporation Company is a party to or has agreed to enter
into any employment agreement, non-competition agreement, salary continuation plan or severance agreement
or similar arrangement with any Acquired Corporation Company employee. Acquired Corporation has provided
BancGroup a copy of each contract listed on Schedale 5.28. : .

ARTICLE 6
ADDITIONAL COVENANTS

6.1 Additional Covenants of BancGroup. BancGroup covenants to and with Acquired Corporation as
follows: :

(a) Registration Statement and Other Filings. As soon as reasonably practicable after the execution
of this Agreement, BancGroup shall prepare and file with the SEC the Registration Statement on Form S-4
(or such other form as may be appropriate} and all amendments and supplements thersta, in form
reasonably satisfactory to Aequired Corporation and its counsel, with respect to the Common Stock to be
issued pursuant to this Agreement. BancGroup shall use reasonable good faith efforts to prepare 2ll
necessary filings with any Agencies which may be necessary for approval to corsummate the transactions
contemplated by this Agreement and shall use its reasonable efforts to cause the Registration Staterment to
become effective under the 1933 Act as soon as reasonably practicable after the filing thereof and take any
action required to be taken under other applicable securities Laws in connection with the i issuance of the
shares of BancGroup Common Stock upon consummation of the Merger. Copies of all such ﬁlmcs shall
be furnished in advance to Acquired Corporaticn and its counsel.

(b) Blue Sky Permits. BancGroup shall use its best efforts to abtain, prior to the effective date of
the Registration Statement, all necessary state securities Law or *‘blue sky’* Permits and approvals
required to carry out the transactions contemplated by this Agresment.

{¢) Financial Statements. BancGroup shall furnish to Acquired. Corporation:

(i) As soon as practicable and in any event within forty-five (45) days after the end of each
quarterly period (other than the last quarterly period) in each fiscal year, consolidated statements of
operations of BancGroup for such period and for the period beginning at the commencement of the
fiscal year and ending at the end of such quarterly period, and a consolidated statement of financial
condition of BancGroup as of the end of such quarterly period, setting forth in each case in
comparative form figures for the comesponding pericds ending in the preceding fiscal year, subject to
changes resulting from year-end adjustments; .

(if) Prompily upon receipt thereof, copies of all audit repons submitred to BaneGroup by
independent auditors in connection with each annual, interim or special audit of the books of
BancGroup made by such accountaats;

(i) As soon as practicable, copies of all such financizal statements and reports as it shail send to
its stockholders and of such regular and periodic reports as BancGroup may file with the SEC or any
other Agency; and

(iv) With reasonable prompmess, such additional financial data as Acquz.red Corporanon may
reasonably request. I _ -

(d) No Comtrol of Acquired Corporation by BancGroup. Notwithstanding any other provision
nereof, until the Effective Date, the authority to operate the Acquired Corporation and the Bank and
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establish and implement the business policies of A

reside solely in Acquired Corporation’s and Bank’s officers and board

() Listing. Priorto the Effective Date, BancGroup shall use its

of BancGroup Common Siock 10 be issue

which such shares are

(fy Emplovee Benafit Matiers.
Company shall, at BancGroup's option,

primarily traded.

cquired Corporation and the Bank shall continue t©
of directors.

reasonable efforts to list the shares

d in the Merger on the NYSE or other quotations systern on

On the Bffective Date, all employees of any Acquired Corporation
either become employees of the Resulting Corporation of its

Subsidiaries or be entitled to severance benefits in accordance with Colonial Bank’s severance policy as of

the date of this Agreement. All emp

loyees of any Acquired Corporation Company who become enployees

of the Resulting Corporation or its Subsidiaries on the Effective Date shall be entitled, to the extent
permiited by applicable Law, to participate in all benefit plans of Colonial Bank to the same extent as
Colonial Bank employees, BXCept as stated otherwise in this section. Fmployees of any Acquired
Corporation Company who become employees of the Resulting Corporation or its Subsidiaries on the
Effective Date shall be allowed t0 participate as of the Effective Date in the medical and dental benefits
plan of Colonial Bank as new employees of Colorial Bank, and the time of employment of such
employees who are employed at least 30 hours per week with any Acquired Corporaiion Company as of
the Effective Date shail be counted as employment under such dentai and medical plans of Colonial Bank
for purposes of calculating any 30 day waiting period and pre-existing
permitted by applicable Law, the period of service with the appropriate Acquired Corporation Company of

all employees who become €mup

condition limitations. To the extent

ioyees of the Resulting Corporation or its Subsidiaries on the Effective

Date shall be recognized only for vesting and eligibility purposes under Colonial Bank's benefit plans. In

Resulting Corporation

given credit for covered expe

Acquired Corporation

addition, if the Effective Date f

alls within an apnual period of coverage under the medical plan of the

and its Subsidiaries, each such Acquired Corporation Compazy employes shall be

nses paid by that employee under comparable employee benefit plans of the

Company during the applicable coverage period through the Effective Date towards
satisfaction of any annual decuctble limitation and ous-of-pocket maximum that may apply under that
group health plan of the Resulring Corporation and its Subsidiaries.

{g) Indemnification. (i) Subject to the conditions set forth in the succeeding paragraphs, for a period
of six years after the Effective Date RancGroup shall, and shall cause

and hold harmless ¢ac
“Indermified Party”)

h person el

Colonial Bank to, indenmify, defend

titled to indemnification from the Acquired Cerporation {each being an

against all liabilities arising out of actions or omissions oceurring upon or prior w
the Effective Date (including without limitation the transacuons contemplated by this Agreement) to the
maximum extent authorized under the articles of incorporation and bylaws of Acquired Corporation and
Section 607.0850 of the Florida Business Corporation Act.

(if) Any Indemnified Party wishing to claim indemnification

learning of any such ligbility or Litigation,

any such Litigation {whether arising before or after the Effective
Bank shall have the right to assume the defense thereof with counsel reasonably acceptable 10 such

Indemnified Party and, upon assumption o

Indemnified Parti
incurred by such
or Colonial Bank

es for any legal expenses O

under this subsection (g), upon

shall promptly notify BancGroup thereof. In the event of

Date) (i) BancGroup or Colonial

f such defense, BancGroup shall not be liable to such
£ other counsel or any other expenses subsequentty

Indemnified Parties in conneciion with the defense thereof, except that if BancGroup
elects not to assume such defense or counsel for the Indernnified Parties advises

that there are substantive isstes which raise conflicts of interest b

Tndemnified Parti
or Colonial Bank

Parties promptly as siatements there

es, the Indemnified Parties may Tetain courns

ctween BancGroup and the

el satisfactory to them, and BancGroup

shall pay all reasonable fees and SXpenses of such counsel for the Indernmified

for are received: provided, that BancGroup shall be obligated

pursuant to this subsection to pay for only one firm of counsel for all Indemnified Parties i any
jurisdiction, (i) the Indemnified Parties will cooperate in the defe
(ifi) BancGroup shall not be liable for any settlement effected wit
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further that BancGroup and Colonial Bank shall not have any obligation hereunder to any
Indemnified Party when and if 2 court of competent jurisdiction shall determine, and such
determination shall have become final, that the indemnification of such Indemnified Party in the
manner contemplated hereby is prohibited by applicable Law.

(iii) In consideration of and as a condition precedent to the effectiveness of the indemnification
obligations provided by BancGroup in this section to a director or officer of the Acquired
Corporation, such director or officer of the Acquired Corporation shall have deliversd to BaneGroup
o or prior to the Effective Date 2 letter in form reasonably satisfactory to BancGroup concerning
claims such directors or officers may have against Acquired Corporation. In the letter, the directors or
officers shall: (i) acknowledge the assumption by BancGroup as of the Effective Date of all Liability
{to the extent Acquired Corporation is so lizble) for claims for indemnifcation arising under section
6.1{g) hereof; (ii) affirm that they do not have nor are they aware of any claims they might have
(other than those referred to in the foliowing clause (iii)} against Acquired Corporation; {iii) identify
any claims or any facts or circumstances of which they are aware that could give rise to a claim for
indemnification under section &.1{g)({) hereof; and (iv) release as of the Effective Date any and all
claims that they may have against any Acquired Corporation Company other than (A) those referred
to in the foregoing clause (iii) and disclosed ir the letter of the director or officer, {B) claims by third
parties which have not yet been asserted against such director or officer {other than claims arising
from facts and circumstances of which such director or officer is aware but which are not disclosed in
such director or executive officer’s letter), (C) claims by third parties arising from any transaction
contemplated by this Agreement or disclosed in any schedule to this Agreement, and (D) claims by
third parties arising in the ordinary course of business of any Acquired Corporation Company after
the date of the letter. . -

(iv} Acquired Corporation hereby represents and warrants to BancGroup that it has no
Knowledge of any claim, pending or threatened, or of any facts_or circumstances that could give rise
to any obligation by BancGroup to provide the indemnification required by this section 6.1(g) other
than as disclosed in the letters of the directors and executive officers referred to in section
6.1(g)(ii) hereof or described in any schedule to this Agreement and claims arising from any
transaction contemplated by this Agreement.

(k) Subject to any limitations imposed by its fiduciary duties to BancGroup and its stockholders, in
the first proxy statement mailed after the Effective Date to BancGroup’s stockholders in connection with
an annual meeting of its stockholders, the Board of Directors of BancGroup will recommend that
Anthony F. Gonzalez be elected to BancGroup’s Board of Directors.

{i) BancGroup will take no action that would prevent or impede the merger from qualifying as a tax-
free reorganization within the meaning of Section 368 of the Code.

6.2 Additional Covenanis of Acquired Corporation. Acquired Corporation covenants to and with
BancGroup as follows:

{a} Operations. (i) Acquired Corporation will conduet its business and the business of each
Acquired Corporation Company in a proper and prudent manner and will use its best efforts to maintaiz its
relationships with its depositors, customers and employess. No Acquired Corporation Company will
engage in any material transaction outside the ordinary course of business or make any material change in
its accounting policies or methods of operation, nor will Acguired Corporation permit the occurrance of
any chenge or event which would render any of the representations and warranties in Article 5 hereof
untrue in any material respect at and as of the Effective Date with the same effect as though such
representations and warranties had been made at and as of such Effactive Date. Acquired Corporation shall
contact any person who may be required to execute an undertaking under Section 10.3 hereof to request
such undertaking and shall take all such reasonable steps as are necessary to obtain such undertaking.
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Acquired Corporation will teke no action that wouid prevent o impede the Merger from qualifying (@) for
pooling of interests accounting treatment or (if) 2 a tax-free reorganization within the meaning of Section
368 of the Code.

(i) If requested by BancGroup, Acquired Corporation shall use its best efforts to cause all
officers and directors who own any stock of Acquired Corporation and all other shareholders of
Acquired Corporation who own more than five percent (5%) of Acquired Corporation Stock, to
execute an acknowiedgment that such persen has no present plaa, intention, or binding commitment
to sell or otherwise dispose Acquired¢ Corporation Commeon Stock or of the BancGroup Common
Stock to be recaived in the Merger from the date of this Agreement to the date that financial results
concerning at least 30 days of post-merger combined oi)eratiéns have been published by BancGroup
within the meaning of Section 201.01 of the SEC’s codification of Financial Reporting Policies.

(b) Stockholders’ Meeting; Best Efforts.  Acquired Corporation will cooperate with BancGroup in
the preparation of the Registration Statement and any regulatory filings and will cause the Stockhoiders’
Meeting to be held for the purpose of approving the Merger as scon as practicable after the effective date
of the Registration Statement, and will use its best efforts 1o bring about the transactions contemplated by
this Agreement, including stockholder approval of this Agresment, as soon as practcable unless this
Agreement is terminated as provided herein.

(¢) Prohibited Negotiations. (1} Except with respect to this Agreement and the transactions
contemplated hereby, no Acguired Corporation Company nor any affiliate thersof nor any investment
banker, attorney, accountant, or other representative (collectively, “‘Representatives’’) retained by an
Acquired Corporation Company shall directly or indirectly solicit any Acquisition Proposal by any Person.
Except to the extent necessary to comply with the fiduciary duties of Acquired Corporation’s Board of
Direstors as advised in writing by counsel to such Board of Directors, no Acquired Corporation Company
or any Representative thereof shall furnish any non-public information that it is not legally obligated to
furnish, negotiate with respect to, or enter into any Contract with respect to, any Acquisition Proposal, and
each Acquired Corporation Company shall direct and use its reasonable efforts to cause ail of its
Representatives not to engage in any of the foregoing, but Acquired Corporation may cormmunicate
information about such an Acquisition Proposal to its shareholders if and to the extent thai it is required to
do so in order to comply with its legal obligations as advised In writing by counsel to such Board of
Directors. Acquired Corporation shall promptly notify BancGroup orally and in writing in the event that
any Acquired Corporation Company receives any inquiry or proposal relating to any such Acquisition
Proposal. Acquired Corporation shall immediately cease and cause to be terminated any existing activities,
discussions, or negotiations with any Persons other than BancGroup conducted heretofore with respect to
apy of the foregoing. :

(i) If Acquired Corporation (A) enters into a letter of intent or definitive agreement regarding an
Acquisition Proposal with any thiré party (other than BancGroup or any of its Subsidiaries) prior to
the earlier of (i) the Effective Date or (i) the termination of this Agreement pursuant (0 Article 13
hereof (other than a termination pursuant to paragraph (a) of section 13.2 hereof or by Acquired
Corporation pursuant to paragraphs {b), (¢) or (d) of section 13.2 hereof), or (3) if Acquired
Corporation recejves or is the subject of an Acquisition Proposal from a third party (other than
BancGroup or its Subsidiaries) prior to the termination of this Agreement pursuant to Article 13
hereof (other than a termination pursuant o paragraph (a) of section 13.2 hereof or by Acquired
Corporation pursuani to paragraphs (b}, (¢) or (d) of section 13.2 hereof), and within 18 months after
terminatior. of this Agreement pursuant to Article 13 hereof (other than a termination pursuant to
paragraph (2) of section 13.2 hereof or by Acquired Corporation pursuant to paragraphs (b), {c} or
(d) of section 13.2 hereof) an Acquisition Proposal is consurnmated with such third party, Acquired
Corporation covenants and agrees that it shall pay to BancGroup upon demand at any time (Y) after
Acquired Corporatior enters into an agreement which is Jegally binding on Acquired Corporation
regarding an Acquisition Proposal or (Z) at any time on or after the date of consummation of such
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Acquisition Proposal, which ever is the first to occur, the principal sum of $3,000,000. Such payment
shall compensate BancGroup for its direct and indirect costs and expenses in copnection with the
transactions contemplated by this Agreement, including BancGroup’s management time devoted to
negotiation and preparation for the Merger and BancGroup's loss as a result of the Merger not being
consummated. The Parties acknowledge and agree that it would be impracticable or extremely
difficult to fix the actual damages resulting from the foregoing events and, therefore, the Partics have
agreed upon the foregoing payment as liquidated damages which shall not be deerned to be in the
nature of a penalty. Other than the payment provided for in this section 6.2(c)(ii} and any Liability for
expenses as set forth in Section 15.10 hereof, there shall be no other Liability or obligation on the
part of any Acquired Corporation Company or their respeciive directors or officers resuling from any
of the events described in this section 6.2(c)(if).

(d) Director Recommendation. The members of the Board of Directors of Aequired Corporation
agree to support publicly the Merger and 1o vote to approve the Merger at any meeting of the shareholders
in which the Merger is considered.

(e) Shareholder Voting. Acquired Corporation shall on the date of execution of this Agreement
obtain and submit to BaneGroup an agreement from its directors, executive officers and affiliates
substantially in the form set forth in Bxhibit A.

(£) Financial Statements and Monthly Status Reports.  Acquired Corporation shall furnish to
BancGroup: '

(i) As soon as practicable and in any event within 45 days after the end of each quarterly period
{other than the last quarterly period) in each fiscal year, consolidated statements of operations of
Acquired Corporation for such period and for the pericd beginning at the commencement of the fiscal
year and ending at the end of such quarterly period, and a consclidated statement of financial
condition of Acquired Corporation as of the end of such quarterly period, setting forth in each case in
comperative form figures for the corresponding pericds ending in the preceding fiscal year, subject to
changes resulting from year-end adjustments;

(ii) Promptly upon receipt thereof, coples of all audit reports submitied to Acquired Corporation
by independent auditors in connection with each annual, interim or speciel audit of the books of
Acguired Corporation made by such accountants;

(ili) As soon a practicable, copies of all such financial statements and reports as it shall send to
its stockholders and of such regular and periodic reports as Acquired Corporation may file with the
SEC or any other Agency;

(iv) With reasonable prompiness, such additional financial data as BancGroup may reasonably
request; and

{v) Within 10 calendar days afier the end of each month (or, if the financial statements referred
to in clause (d) are not then available, as soon as possible therezfter) commencing with the next
calendar month following the date of this Agreement and ending at the Effective Date, 2 written
description of (a) any non-compliance with the terms of this Agreement, together with its then current
estimate of the out-of-pocket costs and expenses incurred or rezsonably accruable in connection with
the transactions contemplated by this Agreement; (b) the status, as of the date of the report, of all
existing or threatened litigation against any Acguired Corporation Company; (¢} copies of minutes of
any meeting of the board of directors of any Acquired Corporation Company and any committee
thereof occurring in the month for which such report is made, including all documents presented to
the directors at such meetings; and (d) monthly financial statements, including a balance sheet and
income statement.
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(g) Fiduciary Duties. Prior to the Effective Date, Acquired Corporation will use its best efforts 50
that (i) no director or officer (each an “Executive’”) of any Acquired Corporation Company shail, directly
or indirectly, own, manage, operate, join, control, be employed by or participate in the ownership,
proposed ownership, management, operation or control of or be connecied in any manner with, any
business, corporation or partnership wiich is competitive to the business of any Acquired Corporation
Company, (ii} al} Executives, at all times, shall satisfy their fiduciary duties 1o Acquired Corporation and
its Subsidiaries, and (iii) sach Executives shall not (except as required in the course of his or her
employment with any Acquired Corporation Company) communicate or divulge to, or use for the benefit
of himself or herself or any other person, fixm, association or corporation, without the express written
consent of Acquired Corporaticn, any confidential information which is possessed, owned or used by or
licensed by or to any Acquired Corporation Company or confidential information belonging to third parties
which any Acquired Corporation Company shall be under obligation to keep secret or which may be
communicated to, acquired by or learned of by the Executive in the course of or as a result of his or her
employment with any Acquired Corporation Company.

(n) Cerrain Practices. At the request of BancGroup, (1) Acquired Corporation shall consult with
BancGroup and advise BancGroup through Caryn Cope (334-240-3002) or Art Barksdale (407-648-1570)
of all of the Bank’s loan requests over $500,000 that are not single-family residential loan requests or of
any other loan request outside the normal course of business, and (if) Acquired Corporation will consult
with BaneGroup to coordinate various business issues on a basis mually satisfactory to Acquired
Corparation zand BancGroup. Acquired Corporation and the Bank shall not be required to undertake any of
such activities, however, except as such activities may be in compliance with existing Law and
Regulations.

(i) Trust Preferred Capital Securities. Not later than 30 days before the date of the Shareholders
Meeting, Acquired Corporation will give BancGroup written notice of whether it will redeem its Trust
Preferred Securities as of the Effective Date or whether the Trust Preferred Securities will remain
ourstanding in accordance with their terms, provided that Acquired Corporation may only elect to redeem
the Trust Preferred Securities if (f) such redemption was pe@issible ender the original creation documents
of the Trust Preferred Securities, (ii) such redemption would not have the effect of causing Acquired
Corporation or the Bank to become less than “well capitalized,” and (ili) such redemption wiil not
prevent, in the opinion of PricewaterhouseCoopers LLP, the Merger from qualifying for the pooling of

interests method of accounting under generaily accepted accounting priaciples.

ARTICLE 7
MUTUAL COVENANTS AND AGREEMENTS

7.1 Best Efforts; Cooperation. Subject to the ierms and conditions herein provided, BancGroup and
Acquired Corporation each agrees 10 use its best efforts promptly to sake, or cause to be taken, all actions and
do. or cause to be done, all things necessary, proper or advigable under épplicable T aws or otherwise,
including, without limitation, promptiy making required deliveries of stockholder lists and stock transfer reports
and attempting to obtain all necessary Consents and waivers and regulatory approvals, inciuding the holding of
any regular or special board meetings, to consummate and make effective, as soon as practicable, the
rransactions contemplated by this Agreerent. The Officers of each Party o this Agreement shall fully cooperate
with officers and employees, accountants, counsel and other representatives of the other Partizs not only in
fulfiliing the duties hereunder of the Party of which they are officers but aiso in assisting, directy or through
direction of employees and other persons under their supervision or control, such as stock transfer agents for

the Party, the other Parties requiring information which is reasonably available from such Party.

7.2 Press Release. Each Party hereto agrees that, unless approved by the other Parties in advance,
such Party will not make any public anmouncement, issue any press release or other publicity or confirm any
statements by any person not a party to this Agreement concerning the transactions contemplated hereby.
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Notwithstanding the foregoing, each Party hereto reserves the right to make any disclosuze if such Pary, in its
reasonable discretion, deems such disclosure required by Lew, In that event, such Party shall provide to the
other Party the text of such disclosure sufficiently in advance to enable the other Party to have 2 reasonable
opportunity to comment thereon.

73 Muual Disclosure. Each Party hereto agrees to prompily fernish to each other Party hereto its
public disclosures and filings not precluded from disclosure by Law including but not limited to call reports,
Form 8-K, Form 10-Q and Form 10-K filings, ¥-3 applications, reports on Form Y-6, quarterly or special
reports to sharehalders, Tax returns, Form S-8 registration statements and similar documents.

7.4 Access to Properties and Records. Each Party hereto shall afford the officers and authorized
representatives of the other Party full access to the Assets, books and records of such Party in order that such
other Parties may have full opportunity to make such investigation as they shall desire of the affaizs of such
Party and shall furnish to such Parties such additional financial and operating data and other informadion as to
its businesses and Assets as shall be from time to time reasonably requested. All such information that may be
obtained by any such Party wili be held in confidence by such party, will not be disclosed by such Party or any
of its representarives except in accordance with this Agreement, and will not be used by such Party for any
purpose other than the accomplishment of the Merger as provided herein.

7.5  Notice of Adverse Changes. Each Party agrees to give written notice promptly to the other Party
upon becoming aware of the occurrence or impending occurrence of any event or circumstance relating to it or
any of its Subsidiaries which (i) is reasonably likely to have, individually or in the aggregate, a Material
Adverse Effect on it or (i) would cause or constitute a material breach of any of its representations, warranties,
or covenants contained herein, and to use its reasonable efforts to prevent or promptly to remedy the same.

ARTICLE 8
CONDITIONS TO OBLIGATICONS OF ALL PARTIES

The obligations of BancGroup and Acquired Corporation to cause the transactions contemplated by this
Agreement to be consummated shall be subject to the satisfaction, in the sole discredon of the Party relying
upon such conditions, on or before the Effective Date of all the following conditions, except as such Parties
may waive such conditions in writing:

8.1 Approval by Shareholders. At the Stockholders Meeting, this Agreement and the matters
contemplated by this Agreement shall have been duly approved by the vote of the holders of not less than the
requisite number of the issued and outstanding voting securities of Acquired Corporation as is required by
applicable Law and Acquired Corporation’s articles of incorporation and bylaws.

8.2  Regulatory Authority Approval. (a) Orders, Consents and approvals, in form and substance
reasonably satisfactory to BancGroup and Acquired Corporation, shall have been entered by the Board of
Governors of the Federal Reserve System and other appropriate bank regulatory Agencies (i) granting the
authority necessary for the consurzmation of the transactions contemplated by this Agreement, including the
merger of the Bank with Colonial Bank as contemplated pursuant to section 2.8 hereof and (if) sausfying all
other requirements prescribed by Law. Mo Order, Consent or approval so obtained which is necessary to
consummate the transactions as contemplated hereby shall be conditioned or restricted in a manner which in the
reasonable good faith judgment of the Board of Directors of BancGroup would so materially adversely impact
the economic benefits of the transaction as contemplated by this Agreement so as to render inadvisable the
consummation of the Merger.

{b) Each Party shall have obtained any and all other Consents required for consummation of the Merger
{other than those referred to in Section 8.2(a) of this Agreement) for the preventing of any Default under any
Contract or Permit of such Party which, if not obtained or made, is reasonably Likely to have, individually or in
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the aggregate, a2 Material Adverse Effect on such Party, No Consent obtained which is necessary to
conswmumate the trapsactions contemplated hereby shall be conditioned or restricted in 2 manner which in the
reasonable judgment of the Board of Directors of BancGroup would so materially adversely impact the
economic or business benefits of the transactions contemplated by this Agreement so as. to render inadvisable
the consummmation of the Merger.

8.3 Litigation. There shall be no pending or threatened Litigation in any court or any pending or
threatened proceeding by any governmentzl commission, board or Agency, with a view to seeking or in which
it is sought to restrain or prohibit consummation of the transactions contemplated by this Agreement or in
which it is sought to obtain divestiture, rescission or damages in connection with the transactions contemplated
by this Agreement and no mvestigation by any Agency shall be pendiag or threatened which might result in
any such suit, action or other proceeding.

84  Registration Statement. The Registration Statement shall be effective under the 1933 Act and no
stop order suspending the effectiveness of the Registration Statement shall be in effect: 1o proceedings for such
purpose, or under the proxy rules of the SEC or any bank regulatory authority pursuant to the 1934 Act, with
respect to the wansactions contemplated hereby, shail be pending before or threatened by the SEC or any bank
regulatory authority; and all approvals or authorizations for the offer of BaneGreup Common Stock shall have
been received or obtained pursuant to any applicable state securities Laws, and no stop order or proceeding
with respect to the transactions contemplated hereby shall be pending or threatened under any such state Law.

8.5 Tax Opinion. An opinion of PricewaterhouseCoopers LLP, shall have been received in form and
substance reasonably satisfactory to the Acquired Corporation and BancGrouop to the effect that (i) the Merger
will constitute a ‘‘reorganization’” within the meaning of section 368 of the Code; (ii) no gain or loss will be
recognized by BancGroup or Acquired Corporation; {iif) no gain or loss will be recognized by the shareholders
of Acquired Corporation who receive shares of BancGroup Coramon Stock except to the extent of any taxable
“beot’” received by such persons from BancGroup, and except to the extent of any dividends received from
Acquired Corporation prior to the Effective Date; (iv) the basis of the BancGroup Common Stock received in
the Merger will be equal to the sum of the basis of the shares of Acquired Corporation common stock
exchanged in the Merger and the amount of gain, if any, which was recognized by the exchanging Acquired
Corporation shareholder, inciuding any portion treated as a dividend, less the value of taxable boet, if any,
received by such shareholder in the Merger: (v) the holding period of the BaneGroup Common Stock will
include the holding period of the shares of Acquired Corporation common stock exchanged therefor if such
shares of Aequired Corporation common stock were capital assets in the hands of the exchanging Acquired
Corporation shareholder; and (vi) cash received by an Acquired Corporation shareholder in Heu of a fractional
share interest of BancGroup Common Stock will be treated as having been received as a distribution in full
payment in exchange for the fractional share interest of BanceGroup Common Stock which he or she would
otherwise be entitled to receive and will gualify as capital gain or loss (assurning the Acguired Corporation
common stock was 2 capital asset in his or her hands as of the Effective Date),

ARTICLE 9
CONDITIONS TO OBLIGATIONS OF ACQUIRED CORPORATION

The obligations of Acquired Corporation to cause the transactions contemplated by this Agreement to be
consummated shall be subject to the satisfaction on or before the Effective Date of all the following conditions
except as Acquired Corporation may waive such conditions in writing:

8.1 Representations, Warranties and Covenants. Notwithstanding any investigadon made by or on
behalf of Acquired Corporation, all representations and warranties of BancGroup contained in this Agreement
shall be true in ail material respects on and as of the Effective Date as if such representations and warranties
were made on and as of such Effective Date, and BancGroup shal] have performed in all material respects all
agreements and covenants required by this Agresment 1o be performed by it on or prior to the Effective Date.
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9.2 Adverse Changes. There shall have been no changes after the date of the most recent balance sheet
provided under section 4.3(a)(3) hereof in the results of operations (as compared with the corresponding period
of the prior fiscal year), Assets, Liabilities, financial condition or affairs of BaneGroup which in their total
effect constitute 2 Material Adverse Effect, nor shall there have been any material changes in the Laws
governing the business of BancGroup which would impair the rights of Acquired Corporation or its
shareholders pursuant to this Agreement.

9.3 (losing Certificate. In addition to any other deliveries required to be delivered hereunder,
Acquired Corporation shall have received a certificate from the President or an Execuiive Vice President and
from the Secretary or Assistant Secretary of BaneGroup dated as of the Closing certifying that:

(a) the Board of Directors of BancGroup has duly adopted resolutions approving the substantive
terms of this Agreement and authorizing the consummation of the transactions contemplated by this
Agreement and such resolutions have not been amended or modified and remain in full force and effect;

(b) each person executing this Agreement on behalf of BancGroup is an officer of BancGroup
holding the office or offices specified therein and the signature of each persom set forth on such certificate
is his or her genuine signature;

(c) the certificate of incorporation and bylaws of BancGroup referanced in section 4.4 hereof remain
in full force and effect;

(d) such persons have no knowledge of a basis for any material claim, in any court or before any
Agency or arbitration or otherwise against, by or affecting BancGroup or the business, prospects, condition
(financial or otherwise), or Assets of BancGroup which would prevent the performance of this Agreement
or the transactions contemplated by this Agreement or declare the same unlawful or cause the rescission
thereof;

(e) to such persons’ knowledge, the Proxy Statement delivered to Acquired Corporation’s
shareholders, or any amendments or revisions thereto so delivered, as of the date thereof, did not contain
or incorporate by reference any untrue statement of a material fact or omit to state any material fact
required to be stated therein or necessary to make the statements therein not misleading in light of the
circumstances under which they were made (it being understood that such persons need not express 2
statement as to information concerning or provided by Acguired Corperation for inclusion in such Proxy
Statement); and

(f) the conditions set forth in this Article ¢ insofar as they relate to BancGroup have been satisfied.

9.4  Opinion of Counsel. Acquired Corporation shali have received an opinion of Miller, Hamilton,
Snider & Qdom, L.L.C., counsel to BancGroup, dated as of the Closing, substentially in the form set forth in
Exhibit B hereto. . . o . .

9.5 NYSE Listing. The shares of BancGroup Common Stock to be issued under this Agresment shall
have been approved for listing on the NYSE.

9.6  Other Matters. There shall have been furnished to such counsel for Acquired Corporation certified
copies of such corporate records of BancGroup and copies of such other documents as such counsel may
reasonably have requested for such purpose.

9.7 Material Evenrs. There shall have been no determination by the board of directors of Acquired
Corporation that the transactions contemplated by this Agreement have become impractical because of any state
of war, declaration of a banking moratorinm in the United States or a general suspension of trading on the
NYSE or any other exchange on which BancGroup Common Stock may be traded.
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9.8 Fairness Opinion. Acquired Corporation shall have received from Allen C. Ewing & Co., within
five business days prior to the mailing of the Proxy Statement, a lstter setting forth its opinion that the Merger
Consideration to be received by the shareholders of Acguired Corporation under the terms of this Agreement is
fair to them from a financial point of view, and such opinion shall not have been withdrawn as of the Effective
Date. -

ARTICLE 19
CONDITIONS TO OBLIGATIONS OF BANCGROUP

The obligations of BancGroup to cauds the transactions contemplated by this Agreement to be
consummated shall be subject to the satisfaction on or before the Effective Date of all of the following
conditions except as BancGroup may waive such conditions in writing: -

10.1 Representations, Warranties and Covenants. Notwithstanding any investigation made by or on
behalf of BancGroup, all representations and warranties of Acquired Corporation contained in this Agreement
shall be true in all material respects on and as of the Effective Date as if such representations and warranties
were made on and as of the Effective Date, and Acquired Corporation shall have performed in all material
respects all agreements and covenants required by this Agreement to be performed by it o or prior to the
Effective Date.

10.2 Adverse Changes. There shall have been no changes after the date of the most recent balance sheet
provided under section 5.4(a)(i) hereof in the results of operations (as compared with the corresponding period
of the prior fiscal year), Assets, Liabilities, financial condition, or affairs of Acquired Corporation which
censtitute a Material Adverse Effect, nor shall there have been any material changes in the Laws governing the
business of Acquired Corporation which would impair BancGroup’s rights pursuant to this Agreement.

10.3  Closing Certificaze. In addition to any other deliveries required to be delivered hereunder,
BancGroup shall have received a certificate from Acquired Corporation executed by the President or Vice
President and from the Secretary or Assistant Secretary of Acquired Corporation dated as of the Closing
certifying that:

(a) the Board of Directors of Acquired Corporation has duly adopted resolutions approving the
substantive terms of this Agreement and authorizing the consummation of the transactions contemplated
by this Agreement and such resoiutions have not been amendad or modified and remain in full force and
effect;

(b) the shareholders of Acquired Corporation have duly adopted resolutions approving the
substantive terms of the Merger and the transactions conternplated thereby and such resolutions have not
been amended or modified and remain in full force and effect;

{c) each person executing this Agreement on behaif of Acquired Corporation is an officer of
Acquired Corporation hoiding the office or offices specified therein and the signature of each person set
forth on such certificate is his or her genuine signaturs;

(d) the articles of incorporation and bylaws of Acquired Corporation and the Bank referenced in
section 3.8 hereof remain in full force and effect and have not been amended or roodified since the date
hereof;

(e) to such persons’ knowledge, the Proxy Statement delivered to Acquired Corporation’s
shareholders, or any amendments or revisions thereto so delivered, as of the date thereof, did not contain
or incorporate by reference any untrue statement of z material fact or omit 1o state any material faci
required o be stated therein or necessary to make the statements therein not misleading in light of the
circumstances under which they were made {it being understood that such persons need only express a
statement as to information. concerning or provided by Acquired Corporation for inclusion in such Proxy
Statement); and
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(f) the conditions set forth in this Article 10 insofar as they relate to Acquired Corporation have been
satisfied.

104 Opinion of Counsel. BancGroup shall have recsived an opinion of Smith, Mackinnon, Greeley,
Bowdoin & Edwards, P.A.. counsel to Acquired Corporation, dated as of the Closing, substantially as set forth
in Exhibit C herete. - e

165 Controlling Shareholders. Each shareholder of Acquired Corporation who may be an ‘‘affiliate™
of Acquired Corporation, within the meaning of Rule 145 of the general rules and regularions under the 1933
Act shall have executed and delivered an agreement satisfactory to BancGroup to the effect that such person
shall not make a “‘distribution’” (within the meaning of Rule 145) of the Common Stock which he receives
upon the Effective Date and that such Common Stock will be held subject to all applicable provisions of the
1933 Act and the rules and regulations of the SEC thereunder, and that such person will not sell or otherwise
reduce risk relative to any shares of BancGroup Common Stock received in the Merger until financial results
concerning at least 30 days of post-Merger combined operations have been published by BancGroup within the
meaning of Section 201.01 of the SEC’s Codification of Financia! Reporting Policies. Acquired Corporation
recognizes and acknowledges that BancGroup Common Stock issued to such persons may bear a legend
evidencing the agreement described above, . - .

i 10.6  Other Marrers. There shall have been furnished to counsel for BancGroup certified copies of such
corporate records of Acquired Corporation and copies of such other documents as such counsel may reasonably
have requested for such purpose.
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10.7 Dissenters. The number of shares as to which shareholders of Acquired Corporation have ;l
exercised dissenters rights of appraisal under section 3.6 does not excesd 10% of the outstanding shares of i
! common stock of Acquired Corporation. 2
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10.8  Material Evenrs. There shall have been no determination by the board of directors of BancGroup
that the transactions conternplated by this Agreement have become impractical because of any state of war,
declaration of a banking moratorium in the United States or general suspension of trading on the NYSE or any
exchange on which BancGroup Common Stock may be tradad.

10.9 Pooling of Interest. BancGroup shall have received the written opinion of PricewatethouseCoopers
LLP, that the Merger will qualify for the pooling of interests method of accounting under generally accepted
accounting principles, provided that, if BancGroup has taken some action that will prevent
PricewaterhouseCoopers LLP from delivering said opinion, then BancGroup will be deemed to have waived
this condition,

T
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10.1C Employment or Non Compate Agreemenis. Key employees as shown by Schedule 5.5() will, prior
to the Effective Date, execute agreements in form and substance reasonably acceptable to BancGroup.
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10.11 Amendments ro Leases. As of the Effective Date, the lsases listed on Schedule 10.11 shall be
amended as shown on said Schedule,
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ARTICLE 11
TERMINATION OF REPRESENTATIONS AND WARRANTIES

All representations and warranties provided in Articles 4 and 5 of this Agreement or in any closing
certificate pursuant to Articles 9 and 10 shall terminate and be extinguished at and shall not survive the
Effective Date. All covenants, agreements and undertakings required by this Agreement to be performed by any
Party hereto following the Effective Date shall survive such Effective Date and be binding upon such Party, If
the Merger is not consumrated, all representations, warranties, obligations, covenants, or agreements hereunder
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or in any cextificate delivered hereunder relating to the transaction which is not consummated shall be deerned
to be terminated or extingujshed, except that the last sentence of Section 7.4, and Sections 6.2(c)(ii), 7.2, 13.3,
Article 11, Article 12, Article 15, any applicable definitions of Article 14 and the Confidentiality Agreement
shall survive. items disclosed in the Exhibits and Schedules attached hersto are incorporated into this
Agreement and form a part of the representations, warranties, covenants or agreements to which they relate.

ARTICLE 12
INOTICES

All notices or other communications which are required or permitted herennder shall be in writing and
sufficient if delivered by hand, by facsiraile transmission, by registered or certified mail, postage pre-paid, or by
courier or overnight carrier, to the persons at the addresses set forth below (or at such other address as may be
provided hereunder), and shall be deemed to have been delivered as of the date so received:

(2) I to Acquired Corporation to Alfred T. Rogers and Anthony F. Gonzalez, Manufacturers
Bancshares, Inc., 4144 N. Armenia Avenue Tampa, Florida 33607, facsimile (407) 8§72-0668, with copies
to John P. Greeley, Esq., Smith Mackinnon, P.A., Suite 800 Citrus Center, 255 South Orange Avenue,
Orlando, Florida 32801, facsimile (407) 843-2448, or as may otherwise be specified by Acquired
Corporation in writing to BancGroup.

{b) If to BancGroup, to W. Flake Oakley, IV, One Commerce Street, Suite 803, Montgomery,
Alabama, 36104, facsimile (334) 240-5069, with copies to Williarm A. McCrary, Esquire, One Commerce
Street, fifth ficor, Montgomery, Alabama 36104, facsimile {334) 240-5069, and Wiilard H. Henson, Miller,
Hamilton, Spider & Odom, L.L.C., One Commerce Street, Suite 303, Montgomery, Alabama 36104,
facsimile (334) 265-4533, or as may otherwise be specified in writing by BancGroup to Acquired
Corporation.

ARTICLE 13
AMENDMENT OR TERMINATION

13.1 Amendment. This Agreement may be amended by the mutual consent of BancGroup and Acguired
Corporation before or after approval of the transactions contemplated herein by the shareholders of Acquired
Corporation.

13.2 Termination. This Agreement may be terminated at any time prior to or on the Effective Date
whether before or after action thereon by the shareholders of Acquired Corporation, as follows:

(2) by the mutual consent of the respective boards of directors of Acquired Corporation and
BancGronp;

(b) by the board of directors of either Party {provided thar the terminating Party is not then in
material breach of any representation, warraaty, covenant, or other agresment contained in this
Agreement] in the event of a material breach by the other Party of any representation or warranty
contained in this Agreement which cannot be or has not been cured wichin thirty (30) days after the giving
of written notice to the breaching Party of such breach and which breach would provide the non-breaching
Party the ability to refuse to consummate the Merger under the standard set forth in section 10.1 of this
Agreement in the case of BancGroup and section 9.1 of this Agreement in the case of Acquired
Corporation;

{c) by the board of directors of either Party (provided that the terminating Party is not then in
material breach of any representation, warranty, covenant, or other agreement contained in this
Agreement) in the event of a material breach by the other Party of any covenant or agreement coniained in
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this Agreement which cannot be or has not been cured within thirty (30) days after the giving of written
notice to the breaching Party of such breach, or if any of ths conditions to the obligations of such Party
contained in this Agreement in Article 9 as to Acquired Corporation or Article 10 as to BancGroup shall
not have been satisfied in full; or

{d) by the board of directors of either BancGroup or Acguired Corporation if all transactions
contemplated by this Agreement shall not have been consurmated on or prior to February 28, 2002, if the
failure to consummate the transactions provided for in this Agreement on or before such date is not caused
by any breach of this Agreement by the Party electing to terminate pursuant to this Section 13.2(d)
provided, that if the Registration Statement on Form S-4 has not been declared effective by the SEC by
November 30, 2001, then the deadline set forth in this Section 13.2(d) shail be extended to March 13,
2002, : : .

(e) without further action by either Party, vpon the execution by Acquired Corporation of an
agreement which is legally binding on Acquired Corporation with any third party (other than BancGroup
or its Subsidiaries) with respect to an Acquisition Proposal if, in connection therewith, BancGroup will
have the right to demand the payment of the sum described in section 6.2{¢){ii) by the Acquired

- Corporation.

13.3 Damages. In the event of termination pursuant to section 13.2, this Agreement shall become void
and have no effect other than as set forth in section 6.2(c}(if) and except as provided in Article 11, and except
that Acquired Corporation and BancGroup shall be liable for damages for any wilful breach of a warranty,
representstion, covenant or other agreement contained in this Agresment.

ARTICLE 14
DEFINITIONS

(2) The following terms, which are capitalized in this Agreement, shail have the meanings set forth below
for the purpose of this Agreement:

Acquired Corporation . ............ ... Manufacturers Bancshares, Inc., a Florida corporation.

Acquired Corporation Company ... ......... Shall mean Acquired Corporation, the Bank, any
Subsidiary of Acquired Corporation or the Bank, or any
person or entity acquired as a Subsidiary of Acquired
Corporation or the Bank in the future and owned by
Acquired Corporation or the Bank at the Effective Date.

Acquired Corporation Options ............. .Options respecting the issuaace of a maximum of 206,110
shares of Acquired Corporaton coruwon stock pursuant to
Acquired Corporation’s stock option plans.

Acauired Corporation Stock .. ......... . ++.  Shares of common stock, par value $0.01 per share, of
Acquired Corporation.

Acquisition Proposal ... ... .ol e Shall mean, with respect to a Party, any tender offer or
exchange offer or any proposal for a merger, acquisition
of all of the stock or assets of, or other business
combination involving such Party or any of its
Subsidiaries or the acquisition of a substantial equity
interest in, or a substantial portion of the assets of, such
Party or any of its Subsidiaries.
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AGencies . . ... ... ... = Shall mean, collectively, the Federal Trade Commission,
the United States Department of Justice, the Board of the
Governors of the Federal Reserve System, the Federal
Deposit Insurance Corporation, the Office of Thrift
Supervision, all state regulatory agencies having
Jurisdiction over the Parties and their respective
Subsidiaries, HUD, the VA, the FHA, the GNMA, the
FNMA, the FHLMC, the NYSE, and the SEC.

Agresment ....... .. N ¢ - Shall mean this Agreement and Plan of Merger and the
Exhibits and Schedules delivered pursuant hereto and
incorporated herein by reference.

Assets . ......... e e -~ v+ == Of a Person shall mean all of the assets, properties,
businesses and rights of such Person of every kind, nature,
character and description, whether real, personal or mixed,
tangible or intangible, accrued or contingent, or otherwise
relating to or utilized in such Person’s business, directly or
indirectly, in whole or in part, whether or not carried on
the books and records of such Person, and whether or not
owned iv the name of such Person or any Affiliate of such
Person and wherever Iocated.

BancGrowp ................... ... ... .. - The Colonial BancGroup, Inc., a Delaware corporation
with its principal offices in Montgomery, Alabama.

Bank.... ... ............. e e -Manufacturers Bank of Florida, a Florida state bank.
Closing . ........... e e - The submission of the certificates of officers, legal

opinions and other actions required to be taken in order to
consummate the Merger in accordance with this

Agreement,

Code............ wesesriinwa e oo “The Internal Revenue Code of 1986, as amended.,

Common Stock .. .......... »evesvaeen.: BancGroup's Common Stock authorized and defined in
the restated certificate of incorporation of BancGroup, as
amended.

Confidentiality Agreement . . . . . e Confidentiality Agreernent executed by BancGroup and

Acquired Corporation on or around Apl 18, 2001.

Consent............. e e « .. Any consent, approval, authorization, clearance,
exemption, waiver, or similar affirmation by any Person
pursuant to any Contract, Law, Order, or Permit.

Comeract .. ... w4+ Any written or oral agreement, arrangement, authorization,
commitment, contract, indenture, instrument, lease,
obligation, plan, practice, resriction, understanding or
undertaking of any kind or character, or other documeat to
which any Person is a party or that is binding on any
Person or its capital stock, Assets or business.
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Defavlt ... . . .

DGCL. . e s e e e e e

Effective Date .. .ot oo i e ans

Exchange Ratio .. .................. A

Exhibits ......... .. ... ... .. ... e

- .Shall mean (i) any breach or violation of or default under

-Means generzlly accepred accounting principles applicable i

- -Any code, law, ordinance, regulation, reporting or

any Contract, Order or Permit, (3i) any occurrence of any
event that with the passage of time or the giving of notice
or both would constitute & breach or violation of or default
vnder any Contract, Order or Permit, or (iil) any
occurrence of any event that with or without the passage
of time or the giving of notice would give rise to a right to
terminate or revoke, change the current terms of, or
renegotiate, or to accelerate, increase, or impose any
Liability under, any Contract, Order or Permit.

The Delaware General Corporation Law.

Means the date and time at which the Merger becomes
effective &5 defined in section 2.7 hereof.

Means the laws, regulations and governmental
requirements referred to ia section 5.23 hereof.

The Employee Retirement Income Security Act of 1974,
a3 amended.

‘The appropriate ratio calculated in the manner set forth in
Section 3.1(2).

A through C, inclusive, shall mean the Exhibits so
marked, copies of which are attached to this Agreement.
Such Exhibits are hereby incorporated by reference herein
and made a part hereof, and may be referred to in this
Agreement and any other related instrument or document
without being attached hersto.

The Florida Business Corporation Act

to banks and bank holding companies consistently applied
during the periods involved.

Means the actual knowledge (or the knowledge that
should have been obtained) 2fter due investigation and
inquiry of the Chairman, President, Chief Financial
Officer, Chief Operating Officer, Senior Counsel or any
Senior or Executive Vice President of BancGroup, in the
case of knowledge of BaneGroup. In the case of Acquired
Corporation jt means the actual knowledge (or the
knowledge that should have been obtained) after due
investization and inquiry by the Chairman, President,
Chief Financtal Officer, Chief Credit Officer, or any other
Executive Officer of Acquired Corporation or the Bark, in
the case of knowledge of Acquired Corporation,

[T
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licensing requirement, rule, or statute applicable to a
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Person or its Assets, Liabilities or business, including,
without limitation, those promulgated, interpreted or
enforced by any Agency.

. Any direct or indirect, primazy or secondary, Bability,
indsbtedness, obligation, penalty, cost of expense
(inctuding, without limitation, costs of investigation,
collection and defense), deficiency, guaranty or
endorserment of or by any Person (other than endorsements
of notes, bills, checks, and drafts presenied for collection
or deposit in the crdinary course of business) of any type,
whether acerued, absolute or contingent, liguidated or
unliquidated, matared or unmatured, or otherwise,

... Any conditional sale agreement, default of title, easement,

Loan Property

encroachment, encumbrance, hypothecation, infringement,
lien, mortgage, pledge, reservation, restriction, security
interest, title retention or other security arrangement, or
any adverse right or inferest, charge, or claim of any
nature whatsoever of, on, or with respect to any property
or property interest. other than (I) Liens for current
property Taxes not yet due and payable, (ii) for depository
institution Subsidiaries of a Party, pledges 10 secure
deposits and other Liens incurred in the ordinary course of
the banking business, (ili) Liens in the form of easergents
and restrictive covenants on real property which o not
materially adversely affect the use of such property by the
current owner thereof, and (iv) Liens which are not
reasonably likely to have, individually or in the aggregate,
a Material Adverse Effect on a Party.

_Any action, arbitration, complaint, criminal prosecution,
governmenial or other examination or investigation,
hearing, inquiry, administrative or other proceeding but
shall not include regular, periodic examinations of
depository institutions and their Affiliates by Regulatory
Authorities, relating to or affecting a Party, its business, its
Assets (including Contracts related to it), or the
transactions contemplated by this Agreerpent. relating to
or affecting a Party, its business, its Assels {including
Contracts relaied to it), or the transactions contemplated
by this Agreement.

. Any property owned by the Party in question or by any of
its Subsidiaries or in which such Party or Subsidiary holds
3 security interest, and, where required by the context,
includes the owner or operator of such property, but ozly
with respect to such property.

_ Any and all direct or indirect payments, abligations,
recoveries, deficiencies, fines, cenalties, ingerest,

assessments, losses, diminution in the value of Assets,
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Market VAIRE .. ovvvrennmen s

Material ..o e e e

Material Adverse Bffect .. ...

Merger

Merger

Consideration .. ...covevmr s

...............................

damages, punitive, exemplary or consequential damages
(including, but not limited 10, lost income and profits and
interruptions of business), liabilities, costs, eXpenses
(including without limitaticn, reasonable attorneys’ fees
and expenses, and consultant’s fees and other costs of
defense or investigation), and interest on any amount
payable to a third party as a result of the foregoing.

Shall represent the per share market value of the
BancGroup Common Stock at the Effective Date and shall
be determined by calculating the average of the closing
prices of the Commeon Stack of BancGroup as reported by
the NYSE on each of the ten {(10) consecutive twading days
ending on the trading day five calendar days preceding the
Effsctive Date. )

For purposes of this Agreement shall be determined in
light of the facts and circumstances of the matter in
guestion; provided that any specific monetary amount
stated in this Agreement shall determine materiality in that
instance.

On a Party shall mean an event, change or occwTence
which has a material adverse impact on (i) the financial
position, Assets, business, or resules of operations of such
Party and its Subsidiaries, taken as a whole, oz (if) the
ability of such Party to perform its obligations under this
Agreement or to consummate the Merger or the other
transactions contemplated by this Agresment, provided
that ‘‘material adverse effect’” shall not be deemed 0
inclade the impact of (w) changes in barking and similar
laws of general applicability or interpretations thereof by
courts or governmentzal authorities, (x) changes in
generally accepted accounting principles or regulatory
accounting principles generally applicable to banks and
their holding companies, (¥) actions and ornissions of a
Party (or any of its Subsidiaries) taken with the prior
informed consent of the other Party in contemplation of
the transactions contemplated hereby. and (z) the Merger
and compliance with the provisions of this Agresment on
the operating performance of the Parties.

The merger of Acquired Corporation with BanceGroup as
contemplated in this Agreement. o

The distribution of BancGroup Common Stock for each
share of Acquired Corporation Stock {and cash for
fractional shares) as provided in section 3.1(a) hereof.
Net income in accordance with GAAP.

The New York Stock Exchange.
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Order ..vvvevnnn U . Any administrative degision or award, decree, injunction,
judgment, order, quasi-judicial decision or award, ruling,
or writ of any federal, state, local or foreign or other court,
arbitrator, mediator, iribunal, administrative agency or

Agency.
Patly .o oo vnnvaaen s e e e . Shall mean Acquired Corporation or BancGroup, and
““Parties” shall mean both Acquired Corporation and
BancGroup.
=0 va 131 P Any federal, state, local, and foreign governmental

approval, authorization, certificate, easement, filing,
franchise, license, notice, permit, or right to which any
Person is a party or that is or may be binding vpon or
inure to the benefit of any Person or its securities, Assets
or business.

Person......... s e ... A natural person or any legal, commercial or
governmental entity, such as, but not limited to, 2
corporation, general partnership, joint venture, limized
partnership, limited liability company, trust, business
association, group acting in coneert, or any person acting

in a representative capacity.

Proxy Statement ............. e e _The proxy statement used by Acquired Corporation 0
solicit the approval of its stockholders of the transactions
contemplated by this Agreement, which shall include the
prospectus of BancGroup reiating to the issvance of the
BancGroup Common Stock to the sharebolders of
Acquired Corporation.

Registration Staternent .. .. ..o veei s The registration statement on Form S-4, or such other
appropriate form, to be filed with the SEC by BancGroup,
and which has been agreed o by Acquired Corporation, to
register the shares of BancGroup Common Stock offered
to stockholders of the Bank pursuant to his Agreement,
including the Proxy Statement.

Resulting Corporation .. .. ..o en ol BancGroup, as the surviving corporation resulting from
the Merger.

SEC ... et Yiefevai----gps. . United States Securities and Exchange Comrnission.

Shareholders Mesting .. ...... ... 00w ... . The special meeting of shareholders of Acquired
Corporation called to approve the transactions
contemplated by this Agreement.

Subsidiaries. ...... .. e s ... Shall mean all those corporations, banks, associations, or

other entities of which the entity in question OWnS or
“controls 5% or more of the outstanding equity securities
either directly or through an unbroken chain of entities as
to each of which 5% or more of the outstanding equity
securities is owned directly or indirectly by its parent;
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provided, however, there shall not be included any such
entity acquired through foreclosure or any such entity the
equity securities of whick are owned or controlled in a
fiduciary capacity.

Tax or Taxes . ....... Ve e ‘Means any federal, state, county, local, foreign, and other
1axes, assessments, charges, fares, and impositions,
including interest and penalties thereon or with respect

thereto.
1033 ACt. . e __fThg_S{ecu;jﬁes,Act_of 1933, as am_e:pded.
1934 Act. .o e ........ The Securities Exchange Act of 1934, as amended.
ARTICLE 15
MISCELLANEQUS

13.1 Expenses. (2) Exceptas otherwise provided in this Section 15.1, each of the Parties shall bear and
pay alt direct costs and expenses incurred by it or on its behalf in connection with the transactions
contemplated hereunder, including filing, registration and application fees, printing fees, and fees and expenses
of its own financial or other consultants, investment bankers, accountants, and counsel, except that BancGroup
shall bear and pay the filing fees payable in connection with the Registration Statement and printing costs

incurred in connection with the printing of the Registration Statement.

(b) Nothing contained in this Section 15.1 shall constitute or shall be deemed to constitute lauidated
damages for the willful breach by a Party of the terms of thiS Agreement or otherwise limit the rights of the
nonbreaching Party.

152 Benefit and Assignment. Except as expressly contemplated hereby, neither this Agreement nor afny
of the rights, interests, or obligations hereunder shall be assigned by any Party hereto (whether by operation of
Law or otherwise) without the prior written consent of the other Party, Subject to the preceding sentence, this
Agreement will be binding upon, inure to the benefit of, and be enforceable by, the Parties and their respective
successors and assigns.

15.3 Governing Law. Except to the exient the Laws of the State of Delaware and the State of Flerida
apply to the Merger, this Agreement shall be governed by, and construed in accordance with the Laws of the
State of Alabama without regard to any conflict of Laws. ) :

15.4 Counterparts. This Agreement may be executed in counterparts, each of which shall be deemed to
constitute an original. Bach such counterpart shall become effective when one counterpart has been signed by
each Party thereto.

15.5 Headings. The headings of the various articles and sections of this Agreement are for convenience
of reference only and shall not be deemed a part of this Agreement ot considered in construing the provisions
thereof.

15.6 Severabilirv. Any term or provision of this Agreement that is prohibited or unenforcezbie in any
jurisdiction shall, as ta such jurisdiction, be ineffective to the extent of such prohibition or unenforceability
without invalidating the remaining terms and provisions thereof or affecting the validity or enforceability of
guch provision in any other juri.sdiction, and if any term or provision of this Agreement is held by any court of
competent jurisdiction to be void, voidable, invalid or unenforceable in'_any siven circumstance or situation,
then all other ierms and provisions, being severable, shail rernain in full force and effect in such circumstance
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or situation and the tarm or provision shall remain valid and in effect in any other circumstances or situation,
except if such omitted term or provision would so materiaily adversely impact the economic benefits of the
transaction to a Party as contemplated by this Agreement so as to render inadvisable the consummation of the
Merger.

157 Construction. Use of the masculine pronoun herein shall be deemed to refer to the feminine and
neuter genders and the use of singuiar references shall be deemed to include the plural and vice versa, as
appropriate. No inference in favor of ar against any Party shall be drawn from the fact that such Party or such
Party’s counse} has drafted any portion of this Agreement. '

158 Return of Information. 1In the event of termination of this Agreement prior to the Effective Date,
each Party shall zeturn to the other, without retaining copies thereof, all confidential or non-public documents,
work papers and other materials obtained from the other Party in connection with the transactions contemplated
in this Agreement and shall keep such information confidential, not disclose such information to any other
person or entity, and not use such information in conrecticn with irs business.

159 Eguitable Remedies. The parties hereio agree that, in the event of a breach of this Agreement by
either Party, the other Party may be without an adequate remedy 2t law owing to the unigue natwre of the
conteraplated transactions. In recognition thereof, in addition to (and not in lieu of) any remedies at law that
may be available to the non-breaching Party, the non-breaching Party shall be entitled to obtain squitable relief,
inclding the remedies of specific performance and injunction, in the event of a breach of this Agreement by
the other Party, and no attempt on the part of the nog-breaching Party to obtain such equitable relief shall be
deemed to constimte an election of remedies by the non-breaching Party that would preciude the non-breaching
Party from obtaining any remedies at law to which it would otherwise be entitled. '

15.10 Attorneys’ Fees. If any Party hereto shall bring an action at law or in equity to enforce its rights
ander this Agreement (including an action based upon a misrepresentation or the breach of any warranty,
covenant, agreement or obligation contained herein), the prevailing Pazty in such action shall be entitled to
recover from the other Party its costs and expenses incurred in connection with such action (including fees,
disbursements and expenses of attorneys and costs of investigation).

15.11 No Waiver. No failure, delay or omission of or by any Party in exercising any right, power or
remedy upon any breach or Default of any other Party shall impair any such rights, powers or remedies of the
Party not in breach or Default, nor shall it be construed io be a wavier of any such right, power or remedy, or
an acquiescence in any similar breach or Default; nor shall any waiver of any single breach or Default be
deemed a waiver, of any other breach or default theretofore or thereafter oceurring. Any waiver, permit, consent
or approval of any kind or character on the part of any Party of any provisions of this Agreement must be in
writing and be executed by the Parties to this Agreement and shall be effective only to the extent specifically
set forth in such writing. i )

15.12 Remedies Cumulative. Al remedies provided in this Agreement, by law or otherwise, shall be
cumuiative and not alternative.

15.13 Entire Contract. This Agreement and the documents and instruments referred to herein constitute
the entire contract between the parties to this Agreement and supersede all other understandings with respect to
the subject matier of this Agreement,
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IN WITNESS WHEREOF, Acquired Corporation and BancGroup have caused this Agreement to be
signed by their respective duly authorized officers as of the date first above written.

ATTEST: MANUFACTURERS BANCSHARES, INC.

BY:/s/ ALFREDT. RoGErs

Alfred T. Rogers
ITS: President

(CORPORATE SEAL)

ATIEST:

BY:/s/ GLENDA ALLRED

Glenda Alired
ITS:  Assistant Secretary

(CORPORATE SEAL)
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—BY:/s/ AnTrONY F. GONZALEZ

Anthony F. Gonzalez
ITS: Chairman of the Board and CEQ

“THE COLONIAL BANCGROUP, INC.

BY: /s W.FLaKE Oakiey

W. Flake Qakley, IV
ITS: Executive Vice President,
Chief Financial Officer and Secretary

Eophy




[This page intentionally left blank.]



