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MANUFACTURERS BANCSHARES, INC.
SEPTEMBER 14, 2001
Dear Shareholder:

You are cordially invited to attend the Special Meeting of Shareholders of
Manufacturers Bancshares, Inc., which will be held on October 17, 2001, at
10:00 a.m. local time. The special meeting will be held at our main office,
located at 4144 North Armenia Avenue, Tampa, Florida.

At the special meeting, you will be asked to consider and vote on approval
of an Agreement and Plan of Merger, dated as of June 18, 2001, between
Manufacturers and The Colonial BancGroup, Inc. The agreement provides for us to
merge with BancGroup. In the merger, you will receive whole shares of BancGroup
common stock in exchange for shares of Manufacturers common stock held by you.
FEach share of Manufacturers common stock outstanding at the effective time of
the merger will be converted into the right to receive 1.60 shares of BancGroup
common stock. This amount is subject to adjustment based upon the market value
of BancGroup common stock during the trading period shortly before the merger.
Cash will be paid for any fractional shares.

Please see the attached proxy statement and prospectus for a complete
description of the terms of the merger and the formula for converting shares of
Manufacturers common stock into shares of BancGroup common stock in the merger.

Your board of directors has unanimously approved the agreement as being in
the best interests of Manufacturers shareholders and recommends that you vote
in favor of the approval of the agreement.

Additional information regarding the agreement, the merger, Manufacturers
and BancGroup is set forth in the attached proxy statement. This document also
serves as the prospectus for the shares of BancGroup common stock to be issued
in connection with the merger. Please read these materials and carefully
consider the information contained in them.

The affirmative vote of the holders of a majority of the outstanding shares
of Manufacturers common stock is required to approve the agreement.
Accordingly, your vote is important no matter how large or small your holdings
may be. Whether or not you plan to attend the special meeting, you are urged to
complete, sign and promptly return the enclosed proxy card to assure that your
shares will be voted at the special meeting. If you attend the special meeting,
you may vote in person if you wish, and your proxy will not be used.

Sincerely,

/s/ Anthony F. Gonzalez
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Anthony F. Gonzalez
Chairman of the Board and CEO

[LOGO OF MANUFACTURERS BANK OF FLORIDA]
4144 North Armenia Avenue

Tampa, Florida 33607

(813) 877-4600

MANUFACTURERS BANCSHARES, INC.

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS

To Be Held on October 17, 2001, at 10:00 a.m.

NOTICE IS HEREBY GIVEN that a special meeting of shareholders of
Manufacturers Bancshares, Inc. will be held at its main office at 4144 North
Armenia Avenue, Tampa, Florida, on October 17, 2001, at 10:00 a.m., local time,
for the following purposes:

1. Merger. To consider and vote upon the authorization, adoption and
approval of the Agreement and Plan of Merger, dated June 18, 2001, by and
between The Colonial BancGroup, Inc. and Manufacturers Bancshares, Inc.
Colonial BancGroup will be the surviving corporation in the merger. At the time
of the merger, each share of your Manufacturers common stock will be converted
into the right to receive the number shares of Colonial BancGroup common stock
as determined in accordance with the terms of the Agreement and Plan of Merger,
with cash paid in lieu of fractional shares at the market value of such
fractional shares, as described more fully in the accompanying Proxy Statement
and Prospectus. The Agreement is attached to the Proxy Statement and Prospectus
as Appendix A.

2. Other Matters. To transact such other business as may properly come
before the Special Meeting or any adjournments or postponements thereof.

We have fixed the close of business on September 10, 2001, as the record
date for the determination of shareholders entitled to notice of and to vote at
the Special Meeting. Only our holders of record at the close of business on
that date will be entitled to notice of and to vote at the Special Meeting or
any adjournments or postponements thereof. You are entitled to assert
dissenters' rights pursuant to the Florida Business Corporation Act. A copy of
the dissenters' rights provisions is attached to the enclosed Proxy Statement
and Prospectus as Appendix B.

You are cordially invited to attend the Special Meeting, but whether or not
you plan to attend, please complete and sign the enclosed form of proxy and
mail it promptly in the enclosed envelope. The proxy may be revoked at any time
by filing a written revocation with our president, by executing a later dated
proxy and delivering it to our president, or by attending the Special Meeting
and voting in person.

BY ORDER OF THE BOARD OF DIRECTORS
/s/ Anthony F. Gonzalez
Anthony F. Gonzalez

Chairman of the Board and CEO

September 14, 2001
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SUMMARY

This summary highlights selected information from this proxy
statement/prospectus. It does not contain all of the information that will be
important to you as you consider your vote. You should carefully read the
entire document and the other documents to which we refer. These will give you
a more detailed description of the transaction that we are proposing. For more
information about BancGroup, see "Where You Can Find More Information"

(page 76). Each item in this summary refers to the pages where that subject is
discussed in greater detail elsewhere in the proxy statement/prospectus. In
this section, the terms "we" and "us" refer to Manufacturers.

The Companies

[LOGO OF THE COLONIAL BANCGROUP, INC.]
One Commerce Street
Post Office Box 1108
Montgomery, Alabama 36101
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(334) 240-5000

BancGroup is a financial holding company whose wholly-owned subsidiary,
Colonial Bank, provides corporate and retail banking services and products in
Alabama, Florida, Georgia, Tennessee, Texas and Nevada. As of June 30, 2001,
BancGroup's total assets were about $12.3 billion, deposits were about $8.3
billion and shareholders' equity was about $0.8 billion.

[LOGO OF MANUFACTURERS BANK OF FLORIDA]
Manufacturers Bancshares, Inc.
4144 N. Armenia Avenue
Tampa, Florida 33607
(813) 877-4600

Manufacturers is a financial holding company whose wholly-owned subsidiary,
Manufacturers Bank of Florida, provides corporate and retail banking services
principally in Tampa, Florida. As of June 30, 2001, Manufactures total assets
were about $294.7 million, deposits were about $214.9 million and shareholders'
equity was about $23.4 million.

The Merger

The merger agreement is the document that controls the merger between
Manufacturers and BancGroup. We encourage you to read the entire merger
agreement, which is attached as Appendix A.

The merger agreement provides for the following:

1. Manufacturers will merge into BancGroup. When the merger becomes
effective, Manufacturers will cease to exist as a separate entity and you,
as a shareholder of Manufacturers, will be entitled to receive shares of
BancGroup stock. The amount of BancGroup stock that you will receive will
be determined as follows:

if the market value (an average of closing prices for BancGroup
stock during a fixed period before the merger) of BancGroup stock
is between $11.50 and $13.50 per share, then you will receive 1.60
shares of BancGroup stock for each share of Manufacturers stock you
own just before the merger;

if the market value of BancGroup stock is less than $11.50, you
will receive BancGroup shares equal to

$18.40 the number of Manufacturers shares you
own just before the merger; and
market value X

if the market value of BancGroup stock is more than $13.50, you
will receive BancGroup shares equal to

$21.60 the number of Manufacturers shares you
own just before the merger.
market value X
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These formulas are designed to adjust the number of shares you receive
depending on whether the value of BancGroup stock rises or falls before the
merger is effective. For example, if the market value of BancGroup stock is
$15.00 per share and you own 100 shares of Manufacturers stock, then you will
receive:

$21.60
X 100 = 144 BancGroup shares.
$15.00

If the market value of BancGroup stock is $10.00, then you will receive:

$18.40
X 100 = 184 BancGroup shares.
$10.00

BancGroup will not issue fractional shares in the merger. If the number of
shares you are to receive is not a whole number, you will receive cash instead
of the fractional share.

Comparative Market Prices (page 34)

BancGroup's stock is traded on the New York Stock Exchange. On June 15,
2001, the last trading day before we signed the merger agreement, the closing
price of the BancGroup's was $12.54. On September 7, 2001, BancGroup's stock
closed at $12.65.

Manufacturers stock is not publicly traded. Therefore, the value of the
stock can only be determined from prices paid in transactions known to
management of Manufacturers. The price paid in the last known transaction
before June 18, 2001, the date we signed the Merger Agreement, was $14.50.

The following table summarizes the comparative values of the two stocks just
before the merger agreement was signed and the BancGroup equivalent price per
share of Manufacturers' stock.

Equivalent price per
BancGroup (1) Manufacturers (2) Manufacturers' share (3)

(1) Closing price on June 15, 2001.

(2) Price obtained for shares sold on April 25, 2001.

(3) If the merger had closed on June 15, 2001, you would have received 1.60
shares of BancGroup stock for each share of Manufacturers stock you owned

on that date.

Our Reasons for the Merger (page 14)
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We believe that the merger is in your best interest. We considered a number
of factors in deciding to approve and recommend the terms of the merger
agreement to you. These factors included the following:

the overall terms of the proposed transaction;

the financial condition, results of operations, and future prospects of
BancGroup;

our financial condition, results of operations, and future prospects;

the value of the consideration to be received by you relative to the
book value and earnings per share of our common stock;

the competitive and regulatory environment for community banks
generally;

the fact that the merger will enable you to exchange your shares of
Manufacturers stock (for which there is no established public trading
market) for shares of common stock of a larger and more diversified
entity, the stock of which is widely held and actively traded;

that the merger will enable you to hold stock in a financial institution
that has historically paid substantial cash dividends to its
shareholders for over 15 years;

the likelihood that we and BancGroup will receive the requisite
regulatory approvals to perform the merger; and

the fact that we expect that the merger will be a tax—-free transaction
for federal income tax purposes.

We also took into account an opinion received from Allen C. Ewing & Co. that
the terms of the merger are fair to you, from a financial point of view. In our
deliberations, we did not assign any relative or specific weight to any of the
factors that are discussed above, and individual members of our board of
directors may have given different weights to different factors as they were
discussed. In addition, the discussion of the information above and factors we
considered is not intended to be exhaustive of the factors considered.

The Shareholders' Meeting (page 11)

We will hold a special meeting of Manufacturers' shareholders at 10:00 a.m.
local time, on Wednesday, October 17, 2001 at our main office on 4144 N.
Armenia Avenue, Tampa, Florida. At the meeting, we will ask the shareholders to
approve the merger agreement and to act on any other matters that may be put to
a vote at the meeting.

Our Recommendations to our Shareholders (page 19)

Your Board of Directors believes that the merger is fair to you and in your
best interests, and unanimously recommends that you vote "For" the proposal to
approve the merger agreement.

Record Date; Voting Power (page 11)

You may vote at the special meeting if you owned Manufacturers shares as of
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the close of business on September 10, 2001. You will have one vote for each
share of stock you owned on that date.

Vote Required (page 11)

If a quorum is present at the special meeting, then the affirmative wvote of
a majority of the outstanding shares will be sufficient to approve the merger
agreement. A quorum consists of a majority of the shares outstanding on the
record date. On the record date, 2,596,190 shares of Manufacturers shares were
outstanding. The directors of Manufacturers own 2,165,155 shares of
Manufacturers' stock representing approximately 83.4% of the outstanding
shares. These individuals have agreed with BancGroup to vote their shares in
favor of the merger agreement. Accordingly, if these individuals vote as they
have agreed with BancGroup, then approval for the merger agreement by
Manufacturers shareholders is assured.

Exchange of Certificates (page 22)

Shortly after we complete the merger, we will send you detailed instructions
on how to exchange your shares. PLEASE DO NOT SEND US ANY STOCK CERTIFICATES
UNTIL YOU RECEIVE THOSE INSTRUCTIONS.

Conditions to Completion of the Merger (page 24)

The completion of the merger depends on meeting a number of conditions,
including the following:

the shareholders of Manufacturers must approve the merger agreement;

all required regulatory approvals must be received, and any waiting
periods must have passed;

there must be no governmental order blocking completion of the merger,
and no proceedings by a government body trying to block the merger;

the completion of the merger before February 28, 2002, or under certain
conditions, March 15, 2002; and

the receipt of certain professional opinions, including a letter from
the accounting firm of PricewaterhouseCoopers LLP agreeing that the
merger may be accounted for as a "pooling of interests."

Unless prohibited by law, either Manufacturers or BancGroup could elect to
waive a condition that has not been satisfied and complete the merger anyway.
We cannot be certain whether or when any of these conditions will be satisfied,
or waived where permissible, or that we will complete the merger.

Termination of the Merger Agreement (page 25)

The two companies can agree at any time to terminate the merger agreement
before completing the merger, even if the shareholders of Manufacturers have
already voted to approve it.

Either company can also terminate the merger agreement:

if the other party has materially breached the merger agreement and has
not cured the breach;
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if the merger has not been completed by February 28, 2002, or, under
certain conditions, by March 15, 2002 (provided that the failure to
complete has not been caused by the breach of the company electing to
terminate); or

if Manufacturers enters into a binding agreement with any third party to
merge with, or sell control to, that third party. In that event,
Manufacturers may be required to pay liquidated damages to BancGroup.

Federal Income Tax Consequences (page 22)

We expect that neither the two companies nor Manufacturers' shareholders
will recognize any gain or loss for U.S. federal income tax purposes as a
result of the merger, except in connection with any cash that Manufacturers'
shareholders may receive for fractional shares. BancGroup has received an
opinion from PricewaterhouseCoopers LLP that this will be the case. The opinion
will not bind the Internal Revenue Service, which could take a different view.

This nonrecognition of gain or loss tax treatment will not apply to
Manufacturers' shareholders who dissent from the transaction and receive cash
instead of BancGroup stock for their Manufacturers stock as provided under
Florida law. The procedures for exercising dissenters' rights is discussed at
page 29.

Determining the actual tax consequences to you as an individual taxpayer can
be complicated. For example, the opinion referred to above does not address any
tax issues arising under state law. The overall tax treatment applicable to you
will depend on your specific situation and many variables not within our
control. You should consult your own tax advisor for a full understanding of
the merger's tax consequences to you.

Accounting Treatment (page 32)

We and BancGroup expect the merger to qualify as a "pooling of interests,"
which means that, for accounting and financial reporting purposes, BancGroup
will treat BancGroup and Manufacturers as though they had always been one
company. BancGroup has the right not to complete the merger if it does not
receive a letter from its independent public accountants that the merger will
qualify as a "pooling of interests.”

Interests of Persons Involved in the Merger that are Different from Yours (page
19)

Certain directors, executive officers and employees of Manufacturers have
interests in the merger that are different from your interests. These differing
interests include the following:

BancGroup will assume outstanding options to acquire Manufacturers
stock. Officers and a director of Manufacturers currently hold options
to acquire 190,393 shares of Manufacturers stock. In the merger, these
options will become rights to acquire BancGroup stock in amounts and at
prices determined by the exchange ratio applicable in the merger
generally.

Manufacturers currently indemnifies its directors and certain officers,
employees and agents against loss from claims arising out of their
position with Manufacturers. For a period of six years after the merger,
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BancGroup will, subject to some limitations, continue to indemnify those
persons against claims that arise from the period when they worked for,
or served as directors of, Manufacturers.

Upon completion of the merger, Manufacturers employees will either
become employees of BancGroup or one of its subsidiaries and become
eligible for BancGroup's employee benefits, or they will be eligible to
receive severance benefits under BancGroup's severance policy.

Alfred T. Rogers, the President of Manufacturers, and Joseph V.
Chillura, the Chief Operating Officer of the Bank, have entered into
employment agreements with BancGroup that become effective when and if
the merger is completed. Each agreement provides for a term of three
years, base compensation of $165,000, the right to receive options to
acquire 25,000 shares of BancGroup stock and various other benefits.
Each agreement also contains a covenant prohibiting Mr. Rogers and

Mr. Chillura from competing with BancGroup for a determinable period
following termination of employment before the end of the three-year
term.

BancGroup has agreed that, subject to applicable fiduciary duties, its
board of directors will recommend Anthony F. Gonzalez, the Chairman and
CEO of Manufacturers, for election to the board of directors of
BancGroup.

Fairness Opinion (page 15)

In deciding to approve the merger, your Board of Directors considered the
opinion of a financial advisor, Allen C. Ewing & Co., that, as of the date of
the opinion, the terms of the merger are fair from a financial point of view to
Manufacturers shareholders. We have attached as Appendix C the written opinion
of Allen C. Ewing & Co. dated the date of this proxy statement. You should read
it carefully to understand the assumptions made, matters considered and
limitations of the review undertaken by Allen C. Ewing & Co. in providing its
opinion.

Dissenters' Rights (page 29)

Manufacturers shareholders entitled to vote at the special meeting are
entitled to exercise "dissenters' rights" of appraisal under Florida law. These
rights entitle a shareholder to "dissent" from the transaction and, by strictly
following the requirements fixed by law, receive "fair value" for their stock.
The fair value may

ultimately be determined in a judicial proceeding, the result of which cannot
be predicted with certainty. Dissenting shareholders who receive cash for their
stock will likely be subject to federal income tax treatment that differs from
that available to shareholders who receive BancGroup stock. The text of the
applicable Florida statutes is set forth in Appendix B.

Where You Can Find More Information (page 76)

This document incorporates important business and financial information
about BancGroup from documents that are not included in or delivered with this
document. You can obtain documents incorporated by reference in this document
(other than certain exhibits to those documents) by requesting them in writing
or by telephone from BancGroup by contacting William A. McCrary, Senior
Counsel, Post Office Box 1108, Montgomery, Alabama 36101-1108, telephone: (334)
240-5315. You will not be charged for any of these documents. If you would like

10
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to request a document, please do so by October 7, 2001, in order to receive
them before the special meeting.

Unaudited Comparative Per Share and Selected Financial Data
Per Share Data

The table below presents on a per share basis the book value, cash dividends
and income from continuing operations of BancGroup and Manufacturers on a
historical basis and on a pro forma equivalent basis assuming consummation of
the Merger. The pro forma equivalent information shows the effect of the merger
on a per share basis from the perspective of a Manufacturers shareholder.
Certain information from the table has been taken from the condensed pro forma
statements of condition and income included elsewhere in this document. The
table should be read in conjunction with these pro forma statements.

Six Months Six Months

Ended Ended Year Year Year
June 30, June 30, Ended Ended Ended
2001 2000 2000 1999 1998
BancGroup——-Historical:
Income from Continuing Operations:
2 == $0.53 $0.55 $1.06 $1.04 $0.60
Diluted. ...ttt e e $0.53 $0.54 $1.06 $1.03 $0.59
Book value at end of period............ 7.28 6.32 6.86 6.20 5.77
Cash dividends........oiiiiiiiii... 0.24 0.22 0.44 0.38 0.34
Manufacturers—-—-Historical:
Net Income:
2 == 2 0.52 0.50 1.06 0.81 0.50
Diluted. ...ttt e e 0.49 0.45 0.96 0.72 0.44
Book value at end of period............ 9.02 8.19 8.50 7.62 5.72
Cash dividends.........oiiiiiiii... 0.15 0.13 0.38 0.10 -
BancGroup—--Pro Forma Combined:
Income from Continuing Operations:
2 == $0.52 $0.54 $1.05 $1.02 $0.59
Diluted. ...ttt e e $0.52 $0.53 $1.04 $1.00 $0.57
Book value at end of period............ 7.20 N/A N/A N/A N/A
BancGroup--Pro Forma Combined Per
Equivalent Manufacturers Share:
Income from Continuing Operations: (a)
2 == $0.83 $0.86 $1.68 $1.63 $0.94
Diluted. ...ttt e e $0.83 $0.85 $1.66 $1.60 $0.91
Book value at end of period:(a)........ 11.52 N/A N/A N/A N/A
Cash dividends: (b) .....coiiiiii... 0.38 0.35 0.70 0.6l .54

N/A Not applicable due to pro forma balance sheet being presented only at June
30, 2001 which assumes the transaction consummated on the latest balance
sheet date in accordance with Rule 11.02(b) of Regulation S-X.

11
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(a) Pro forma equivalent per share amounts are calculated by multiplying the
pro forma combined total income per share and the pro forma combined total
book value per share of BancGroup by the conversion ratio so that the per
share amounts are equated to the respective values for one share of
Manufacturers. For these pro forma equivalent per share amounts, a 1.60
BancGroup Common Stock conversion ratio is utilized.

(b) Pro forma equivalent dividends per share are shown at BancGroup's Common
Stock dividend per share rate multiplied by the 1.60 conversion ratio per
share of Manufacturers Common Stock (see note (a)). BancGroup presently
contemplates that dividends will be declared in the future. However, the
payment of cash dividends is subject to BancGroup's actual results of
operations as well as certain other internal and external factors.
Accordingly, there is no assurance that cash dividends will either be
declared and paid in the future, or, if declared and paid, that such
dividends will approximate the pro forma amounts indicated.

A WARNING ABOUT FORWARD-LOOKING STATEMENTS

We and BancGroup make forward-looking statements in this document and in
BancGroup's public documents to which it refers. When we or BancGroup use words
such as "anticipate," "believe," "estimate," "may," "intend," "expect," "will,"
"should, " "seeks" or other similar expressions we or BancGroup refer to events
or conditions subject to risks and uncertainties. When considering those
forward-looking statements, you should keep in mind the risks, uncertainties
and other cautionary statements made in this prospectus. You should not place
undue reliance on any forward-looking statement, which speaks only as of the
date made. In addition to the risks identified below, you should refer to
BancGroup's public documents for specific risks which could cause actual
results to be significantly different from those expressed or implied by those
forward-looking statements. Some factors which may affect the accuracy of the
forward-looking statements apply generally to the financial services or real
estate industries, while other factors apply directly to us or BancGroup. Any
number of important factors which could cause actual results to differ
materially from those in the forward-looking statements include, but are not
limited to: (i) expected cost savings from reorganization into BancGroup are
not fully realized; (ii) deposit attrition, customer loss, or revenue loss
following the reorganization into BancGroup are greater than expected; (iii)
deposit attrition, customer loss, or revenue loss in the ordinary course of
business; (iv) increases in competitive pressure in the banking industry; (v)
changes in the interest rate environment which reduce margins; (vi) general
economic conditions, either nationally or regionally, that are less favorable
than expected, resulting in, among other things, a deterioration in credit
quality, (vii) changes which may occur in the regulatory environment; (viii) a
significant rate of inflation or deflation; and (ix) changes in the securities
markets.

Many of these factors are beyond our control and beyond the control of
BancGroup. For a discussion of factors that could cause BancGroup's actual
results to differ, please see the discussions in the sections entitled
"Management's Discussion and Analysis of Financial Condition and Results of
Operations" in its Annual Report on Form 10-K for the year ended December 31,
2000 and its Quarterly Reports on Form 10-Q for the periods ended March 31,
2001 and June 30, 2001.

10

THE SPECIAL MEETING
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General

This Prospectus 1is being furnished to the shareholders of Manufacturers
Bancshares, Inc. ("Manufacturers") in connection with the solicitation of
proxies by the Board of Directors of Manufacturers for use at the Special
Meeting and at any adjournments or postponements thereof. The purpose of the
Special Meeting is to consider and vote upon the Agreement which provides for
the proposed Merger of Manufacturers with and into BancGroup. BancGroup will be
the surviving corporation in the Merger.

The Board of Directors of Manufacturers believes that the Merger is in the
best interests of Manufacturers shareholders and unanimously recommends that
shareholders vote "FOR" the Agreement (item 1 on the proxy card).

This Prospectus 1is also furnished by BancGroup in connection with the offer
of shares of BancGroup Common Stock to be issued in the Merger. No vote of
BancGroup shareholders is required to approve the Merger.

Record Date; Shares Entitled to Vote; Vote Required for the Merger

The Board of Directors of Manufacturers has fixed the close of business on
September 10, 2001, as the Record Date for determination of shareholders
entitled to vote at the Special Meeting. There were 310 record holders of
Manufacturers Common Stock and 2,596,190 shares of Manufacturers Common Stock
outstanding, each entitled to one vote per share, as of the Record Date.
Manufacturers is obligated to issue up to an additional 190,393 shares of
Manufacturers Common Stock upon the exercise of outstanding Manufacturers
Options.

The presence at the Special Meeting, in person or by proxy, of the holders
of a majority of the outstanding shares of Manufacturers Common Stock on the
Record Date is necessary to constitute a quorum for the transaction of business
at the Special Meeting. In the absence of a quorum, the Special Meeting may be
postponed from time to time until Manufacturers shareholders holding the
requisite number of shares of Manufacturers Common Stock are represented in
person or by proxy. If a quorum is present, the affirmative vote of the holders
of at least a majority of the outstanding shares of Manufacturers Common Stock,
whether or not present or represented at the Special Meeting, is required to
approve the Agreement. Broker non-votes and abstentions will not be counted as
votes "FOR" or "AGAINST" the proposal to approve the Agreement, and, as a
result, such non-votes will have the same effect as votes cast "AGAINST" the
Agreement. Each holder of record of shares of Manufacturers Common Stock is
entitled to cast, for each share registered in his or her name, one vote on the
Agreement as well as on each other matter presented to a vote of shareholders
at the Special Meeting.

As of the Record Date, directors of Manufacturers owned 2,165,155 shares of
Manufacturers Common Stock representing approximately 83.4% of the outstanding
shares. These individuals have agreed with BancGroup to vote their shares in
favor of the Agreement. Accordingly, if these individuals vote as they have
agreed with BancGroup, then approval of the Agreement by Manufacturers
shareholders is assured.

If the Agreement is approved at the Special Meeting, Manufacturers is
expected to merge with and into BancGroup promptly after the other conditions
to the Agreement are satisfied. See "The Merger--Conditions of Consummation of
the Merger."

THE BOARD OF DIRECTORS OF MANUFACTURERS URGES THE SHAREHOLDERS OF
MANUFACTURERS TO EXECUTE AND RETURN THE ENCLOSED PROXY CARD AS SOON AS POSSIBLE
AND UNANIMOUSLY RECOMMENDS THAT THE SHARES REPRESENTED BY THE PROXY BE VOTED IN
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FAVOR OF THE AGREEMENT.

11

Solicitation, Voting and Revocation of Proxies

In addition to soliciting proxies by mail, directors, officers and other
employees of Manufacturers, without receiving special compensation therefor,
may solicit proxies from Manufacturers' shareholders by telephone, by email or
other electronic means, by facsimile or in person. Arrangements will also be
made with brokerage firms and other custodians, nominees and fiduciaries, if
any, to forward solicitation materials to any beneficial owners of shares of
Manufacturers Common Stock.

Manufacturers will bear the cost of assembling and mailing this Prospectus
and other materials furnished to shareholders of Manufacturers. It will also
pay all other expenses of solicitation, including the expenses of brokers,
custodians, nominees, and other fiduciaries who, at the request of
Manufacturers, mail material to, or otherwise communicate with, beneficial
owners of the shares held by them. BancGroup will pay all expenses incident to
the registration of the BancGroup Common Stock to be issued in connection with
the Merger.

Shares of Manufacturers Common Stock represented by a proxy properly signed
and received at or prior to the Special Meeting, unless properly revoked, will
be voted in accordance with the instructions on the proxy. If a proxy is signed
and returned without any voting instructions, shares of Manufacturers Common
Stock represented by the proxy will be voted "FOR" the proposal to approve the
Agreement and in accordance with the determination of the majority of the Board
of Directors of Manufacturers as to any other matter which may properly come
before the Special Meeting, including any adjournment or postponement thereof.
A shareholder may revoke any proxy given pursuant to this solicitation by: (i)
delivering to the President of Manufacturers, prior to or at the Special
Meeting, a written notice revoking the proxy; (ii) delivering to the President
of Manufacturers, at or prior to the Special Meeting, a duly executed proxy
relating to the same shares and bearing a later date; or (iii) wvoting in person
at the Special Meeting. Attendance at the Special Meeting will not, in and of
itself, constitute a revocation of a proxy. All written notices of revocation
and other communications with respect to the revocation of Manufacturers'
proxies should be addressed to:

Manufacturers Bancshares, Inc.
4144 North Armenia Avenue
Tampa, Florida 33607
Attention: Alfred T. Rogers, President

Proxies marked as abstentions and shares held in street name which have been
designated by brokers on proxy cards as not voted will not be counted as votes
cast. Such proxies will, however, be counted for purposes of determining
whether a quorum is present at the Special Meeting.

The Board of Directors of Manufacturers is not aware of any business to be
acted upon at the Special Meeting other than consideration of the Agreement
described herein. If, however, other matters are properly brought before the
Special Meeting, or any adjournments or postponements thereof, the persons
appointed as proxies will have the discretion to vote or act on such matters
according to their best judgment. Proxies voted in favor of the approval of the
Agreement, or proxies as to which no voting instructions are given, will be
voted to adjourn the Special Meeting, if necessary, in order to solicit
additional proxies in favor of the approval of the Agreement. Proxies voted
against the approval of the Agreement and abstentions will not be voted for an

14



Edgar Filing: COLONIAL BANCGROUP INC - Form 424B2

adjournment. See "Adjournment of the Special Meeting."
Effect of Merger on Outstanding BancGroup Common Stock

At the consummation of the Merger, the "Market Value" of BancGroup's Common
Stock will be the average of the closing prices of the BancGroup Common Stock
as reported by the New York Stock Exchange ("NYSE") on each of the ten trading
days ending on the trading day five trading days immediately preceding the
Effective Date. Assuming that no dissenters' rights of appraisal are exercised
in the Merger, that 2,786,583 shares of Manufacturers Common Stock are
outstanding on the Effective Date (which consists of the 2,596,190 shares of
common stock and 190,393 Manufacturers Options outstanding on the date of this
Proxy Statement/Prospectus), and the Market Value of BancGroup Common Stock is
between $11.50 and $13.50 per share on the Effective Date then BancGroup would
issue 4,458,532 shares pursuant to the Merger. As of
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September 7, 2001 the closing price of BancGroup Common Stock was $12.65. If
the Market Value of BancGroup Common Stock is equal to $12.65 on the Effective
Date, then approximately 4,458,532 shares of BancGroup Common Stock will be
issued pursuant to the Merger. The issuance of 4,458,532 shares of BancGroup
Common Stock would represent approximately 4% of the total number of shares of
BancGroup Common Stock outstanding following the Merger, not counting any
additional shares BancGroup may issue for reasons unconnected to the Merger.
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THE MERGER

The following sets forth a summary of the material provisions of the
Agreement and the transactions contemplated thereby. The description does not
purport to be complete and is qualified in its entirety by reference to the
Agreement, a copy of which is attached hereto as Appendix A, and certain
provisions of Florida law relating to the rights of dissenting shareholders, a
copy of which is attached hereto as Appendix B. All Manufacturers shareholders
are urged to read the Agreement and the Appendices in their entirety.

General

The Agreement provides that, subject to approval by the shareholders of
Manufacturers, receipt of necessary regulatory approvals and satisfaction of
certain other conditions described below at "Conditions to Consummation of the
Merger, " Manufacturers will merge with and into BancGroup. Upon completion of
the Merger, the corporate existence of Manufacturers will cease, and BancGroup
will succeed to the business formerly conducted by Manufacturers.

Background of and Reasons for the Merger

From time to time over the past several years, the directors of
Manufacturers during regularly scheduled board of directors meetings have
discussed the business and prospects of Manufacturers, conditions in the
business and community banking market in Florida, and the merger activity among
financial institutions in the state. Among other things, the board considered
whether or not to expand the franchise by seeking acquisitions of other
financial institutions, as well as the possibility of merging with another
financial institution. In addition, during this time period, Manufacturers was
approached on an unsolicited basis by several companies who expressed moderate
to serious interest in acquiring Manufacturers.
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In the fall of 2000, the board of directors and senior management of
Manufacturers considered the strategies available to the company over the
ensuing five-year period at various meetings and established a special
committee consisting of directors and senior management. The special committee
determined to engage a financial consultant to determine a range of valuation
for the company and to solicit possible interest from qualified third parties
for the committee to consider in regard to a possible sale or merger of
Manufacturers. The primary reasons for the board's decision to consider a sale
or merger were to enhance shareholder value, provide liquidity, and better
offer the customers of the Bank a wider range of financial products.

In February 2001, the special committee contracted with Allen C. Ewing & Co.
("Ewing") to market Manufacturers to qualified bank holding companies. In early
February 2001, Ewing presented to the committee a list of bank holding
companies that, in its opinion, could have strong marketing interest in
acquiring Manufacturers and had the necessary financial resources to carry out
the transaction and to obtain regulatory approvals. While not making a final
decision whether any transaction involving a sale of Manufacturers should be
entered into, the committee authorized Ewing to solicit indications of interest
that might warrant serious consideration and potentially result in an agreement
to merge or Manufacturers otherwise being acquired. Ewing, with the assistance
of Manufacturers' management, completed a confidential memorandum overviewing,
among other things, Manufacturers' history and financial information. The
memorandum was prepared for distribution to select financial institutions to
explore more formally their interest in acquiring Manufacturers.

Ewing commenced the marketing of Manufacturers in March 2001, and in May
2001, Ewing presented written expressions of interest reflecting specific
ranges of value for Manufacturers from several bank holding companies. As a
part of the presentation, the board of directors discussed information relating
to the several bank holding companies who had provided indications of interest.
Following the discussion, the board of directors agreed to negotiate with
BancGroup related to its proposal and directed management, with the assistance
of Manufacturers' financial and legal advisors, to commence negotiation of a
definitive agreement that would be brought back to the Manufacturers' board of
directors for review and consideration. During the

14

latter part of May and the first half of June, Manufacturers and BancGroup
representatives negotiated the terms of the Agreement. The Agreement was
reviewed and approved by the board of directors of Manufacturers at a meeting
held on June 15, 2001. At this meeting, legal counsel reviewed generally for
Manufacturers directors the fiduciary obligations of directors in sales of
financial institutions and commented on the form of the Agreement, the
agreement to be entered into between Manufacturers' directors and BancGroup,
and related issues. At the meeting, representatives of Ewing rendered an oral
opinion that the terms of the Merger are fair, from a financial point of view,
to the shareholders of Manufacturers. Manufacturers' board then unanimously
approved the Agreement and the transactions contemplated thereby.
Manufacturers' management also was authorized to execute the Agreement, which
was signed by BancGroup and Manufacturers effective June 18, 2001.

Manufacturers' board of directors believes that the Merger is in the best
interest of Manufacturers and its shareholders. The board of directors of
Manufacturers considered a number of factors in deciding to approve and
recommend the terms of the Agreement to Manufacturers' shareholders, including
the following:

overall terms of the proposed transaction;
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the financial condition, results of operations, and future prospects of
Colonial BancGroup;

the financial condition, results of operations, and future prospects of
Manufacturers;

the value of the consideration to be received by Manufacturers
shareholders relative to the book value and earnings per share of
Manufacturers Common Stock;

the competitive and regulatory environment for community banks
generally;

the fact that the Merger will enable Manufacturers shareholders to
exchange their shares of Manufacturers Common Stock (for which there is
no established public trading market) for shares of common stock of a
larger and more diversified entity, the stock of which is widely held
and actively traded;

that the Merger will enable Manufacturers shareholders to hold stock in
a financial institution that has historically paid substantial cash
dividends to its shareholders for over 15 years;

the likelihood of receiving the requisite regulatory approvals; and

that it is expected that the Merger will be a tax-free transaction for
federal income tax purposes.

The board, further, took into account an opinion received from Ewing that
the terms of the Merger are fair, from a financial point of view, to the
shareholders of Manufacturers. See "--Fairness Opinion of Allen C. Ewing & Co."
The board, in its deliberations, did not assign any relative or specific weight
to any of the factors that are discussed above, and individual directors may
have given different weights to different factors as they were discussed. In
addition, the above discussion of the information and factors considered by the
board of directors is not intended to be exhaustive of the factors considered.

The board of directors of Manufacturers unanimously approved the Agreement
and determined that the Merger is in the best interest of Manufacturers
shareholders. Accordingly, the board of directors recommends that the
shareholders of Manufacturers vote in favor of the Agreement.

Fairness Opinion of Allen C. Ewing & Co.

The Board of Directors of Manufacturers, the parent of Manufacturers Bank of
Florida (the "Bank"), retained Ewing in February 2001 to market Manufacturers
to a list of regional bank holding companies approved by the Board of
Directors. This marketing program initiated the negotiations between
Manufacturers and BancGroup which resulted in the parties executing the
Agreement. Ewing rendered its oral Opinion to the Board of Directors of
Manufacturers on June 15, 2001, that the terms of the Merger are fair, from a
financial point of view, to the shareholders of Manufacturers.
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Ewing issued its written Opinion dated July 27, 2001, to the Directors of
Manufacturers, and updated such Opinion on September 14, 2001. No limitations
were imposed by the Board of Directors on the scope of Ewing's analysis or the
procedures followed by Ewing in rendering its Opinion. Ewing's Opinion is
directed to Manufacturers' Board of Directors and does not constitute a
recommendation to any Manufacturers shareholder as to how such shareholder
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should vote on the merger. Ewing has not been requested to opine as to, and the
Opinion does not address, the underlying business decision by the
Manufacturers' Board to enter into the merger.

In issuing its Opinion, Ewing assumed and relied upon the accuracy and
completeness of the financial and other information used by it in arriving at
its Opinion as provided by Manufacturers. Ewing made no independent
verification of the assets and liabilities of Manufacturers. The Opinion is
based upon market and economic conditions as they existed on the date of the
Agreement. Events occurring after the date of issuance of the Opinion
including, but not limited to, changes in the market price of securities, the
results of operations, or material changes in the value of the assets or
liabilities of Manufacturers could affect the assumptions used and the
conclusions of the Opinion.

The full text of Ewing's Opinion is attached as Appendix C to this Proxy
Statement-Prospectus and is incorporated herein by reference. The description
of the Opinion set forth herein is qualified in its entirety by reference to
Appendix C. Manufacturers' shareholders are urged to read the Opinion in its
entirety.

In arriving at its Opinion, Ewing: (i) reviewed the audited statements
prepared by Dowell & Perez, P.A. of Tampa, Florida, for the fiscal years ended
December 31, 1998 through December 31, 2000; (ii) reviewed the Call Reports of
the Bank filed with the regulators reflecting the operations of the Bank for
the years ended December 31, 1998, December 31, 1999, December 31, 2000, and
the quarter ended March 31, 2001; (iii) reviewed the Agreement; (iv) reviewed
the business plan for Manufacturers for the years 2001, 2002, and 2003; (v)
reviewed other financial information prepared by the Bank and Manufacturers;
(vi) compared the values and terms of the Agreement with the values and terms
of selected transactions in Florida and the Southeast that were announced in
2000 and 2001 involving comparable institutions; (vii) examined the Bank's
market share in the Hillsborough County market; (viii) compared the Bank's
financial performance in 2000 and 2001 with other banking institutions
operating in Florida; (ix) reviewed the financial condition of BancGroup and
the anticipated impact of the proposed transaction on the future earnings per
share of BancGroup; and (x) reviewed the recent price performance and trading
activity in the shares of BancGroup. Ewing also held discussions with the
management of Manufacturers concerning its historical and future operations and
the decision of its Board of Directors to negotiate a transaction with
BancGroup.

The preparation of a fairness opinion involves various determinations as to
the most appropriate and relevant methods of financial analysis and the
application of those methods to the particular circumstances and is not readily
susceptible to summary description. In arriving at its Opinion, Ewing did not
attribute any particular weight to any one factor considered by it, but rather
made qualitative judgments as to the significance and relevance of each
analysis and factor. Ewing believes that its analysis must be considered as a
whole and that considering any portions of such analysis and of the factors
considered, without considering all analyses and factors, could create a
misleading or incomplete view of the process underlying its Opinion. In its
analysis, Ewing made numerous assumptions with respect to industry performance,
general business and economic conditions and other matters, many of which are
beyond Manufacturers' control. Any estimates contained in these analyses are
not necessarily indicative of actual values or predictive of future results or
values, which may be significantly more or less favorable than as set forth
therein. As described above, Ewing's Opinion was just one of many factors taken
into consideration by Manufacturers' Board in approving the Agreement.

The following paragraphs summarize the most pertinent portions of the
financial analysis prepared by Ewing in arriving at its Opinion. They do not

18



Edgar Filing: COLONIAL BANCGROUP INC - Form 424B2

purport to be a complete description of the analysis performed or the matters
considered by Ewing in arriving at its Opinion.

Analysis of BancGroup Shares. Ewing examined the profitability, quality, and
liquidity of the shares of BancGroup including a comparison of BancGroup's
relative performance with other bank holding companies
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("BHCs") that had expressed interest in merging with Manufacturers. Ewing
reviewed market prices and trading volumes for BancGroup and compared the price
performance of BancGroup shares to that of the other regional BHCs. Ewing
determined that the recent market performance of BancGroup was comparable or
superior to other BHCs operating in the Southeast and that BancGroup shares
offered good liquidity to its shareholders.

Selection of Valuation Method. In valuing financial institutions, there are
several methods available to determine if a prospective transaction is fair,
from a financial point of view, to the shareholders of the institution to be
acquired. These methods include: (i) Market Comparison Method: A comparison of
the purchase price of the transaction with prices paid for similar banks during
periods of similar economic activity and market valuations based on ratios
commonly used in the industry including price/book and price/earnings; (ii)
Control Premium Method: This method can be utilized when there is a public
market for the shares of Manufacturers to be acquired and can be used in
comparing premiums over market price paid in comparable transactions; (iii) Net
Asset or Ligquidating Value Method: This method generally does not apply to
profitable banks and is typically used in periods of severely depressed
markets; (iv) Discounted Cash Flow Method: This method is generally used in
determining the market value of larger banks. However, it can be used in
confirming market values determined by the Market Comparison or other methods.
The Discounted Cash Flow Method is based on a forecast of earnings and
dividends for a period of years based on the historical performance of
Manufacturers with an estimate of the proceeds of a projected sale at the end
of the period. The present value of these projected cash flows is determined
using discount rates reflecting the risks of the projections. Historical
earnings for community banks can be volatile, and earnings projections for
smaller community banks have less reliability. This reduces the accuracy of the
Discounted Cash Flow method in determining their market value. Ewing believes
that the Market Comparison Method provides the soundest choice for determining
the fairness of this transaction, and that the Discounted Cash Flow Method is
useful in confirming the valuation determined by the Market Comparison Method.

Analysis of Comparable Companies. Using industry information, including
information prepared by SNL Securities, Ewing compared the financial
performance of Manufacturers with two groups of banks and bank holding
companies. In the first group, Ewing compared performance indicators of
Manufacturers with the average performance of the nine selected Florida
community banks, which were merged or agreed to merge with larger companies
during 2000. The performance indicators utilized by Ewing for this comparison
included the return on average assets as of March 31, 2001, which was 0.94% for
Manufacturers vs. 0.49% for the nine banks; the return on average equity, which
was 12.81% for Manufacturers vs. 6.01% for the nine banks; the equity/assets
ratio, which for Manufacturers was 6.65% vs. 8.79% for the nine Florida banks;
the ratio of NPA/assets, which for Manufacturers was 0.29% vs. 0.48% for the
nine banks; and the net interest margin, which for Manufacturers was 4.50% vs.
4.33% for the nine banks.

In the second group, Ewing compared performance indicators of Manufacturers
with the average performance indicators of the 224 independent community banks
operating in Florida. The performance indicators for this comparison included
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the return on average assets, which was 0.94% for Manufacturers vs. 0.82% for
the 224 banks; the return on average equity, which was 12.81% for Manufacturers
vs. 9.20% for the 224 banks; and the ratio of non-performing assets/assets,
which was 0.29% for Manufacturers vs. 0.22% for the 224 banks.

Analysis of Comparable Transactions. Ewing reviewed the terms and financial
characteristics of selected transactions involving the acquisition of banks by
commercial bank holding companies in 2000 and 2001. Ewing selected transactions
for comparison involving banks in Florida and the Southeastern United States.
Ewing selected transactions that occurred in 2000 and 2001, which Ewing deemed
to be a period of similar economic activity and similar market valuations.
Ewing selected nine transactions in Florida involving banks with assets ranging
from $50.0 million to $178.0 million. These banks were profitable community
banking organizations serving urban markets in Florida, and none of the banks
had a problem with excessive non-performing assets. The nine transactions
include the following (identified by acquiring/selling institution): Regions
Financial Corporation, AL/East Coast Bank Corp, FL; SouthTrust Corporation,
AL/First Bank Holding
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Company, FL; Alabama National BanCorp, AL/Peoples State Bank, FL; Harris
Bankcorp, Inc., IL/Village Banc, FL; Wachovia Corporation, NC/Commerce National
Corp., FL; PAB Bancshares, Inc, GA/Friendship Community Bank, FL; Southern
Community Bancorp, FL/Peninsula Bancorp, FL; F.N.B. Corporation, PA/Citizens
Community Bancorp, FL; CIB Marine Bancshares, Inc, WI/Citrus Financial
Services, FL. Ewing also reviewed the 12 transactions that were announced in
the 10 Southeastern states during the first quarter of 2001. These transactions
generally involved larger institutions.

Ewing utilized the two primary ratios that are generally used by investors
for comparing the relative prices paid in transactions, which are price/book
ratio, which was 2.86x for Manufacturers/BancGroup transaction vs. an average
2.13x for the nine Florida and 1.92x for the 12 Southeastern transactions; and
the price/earnings ratio, which was 19.35x for Manufacturers/BancGroup
transaction vs. 22.50x for the nine Florida and 19.60x for the 12 Southeastern
transactions. Ewing observed that the price/book ratio of
Manufacturers/BancGroup transaction was significantly higher than the
price/book ratios of the nine Florida and 12 Southeastern transactions, but
that the price/earnings ratio was slightly lower.

Because the reasons for and circumstances surrounding each of the
transactions were diverse and because of the differences between the operations
of Manufacturers and the nine banks in the selected transactions, Ewing
believes that a strict reliance on the quantitative comparable transaction
analysis is, by itself, not conclusive. Notwithstanding these differences,
Ewing believes that the averages of the valuation ratios, i.e., price/book and
price/earnings for these transactions are relevant in determining the fairness
of the valuation ratios of Manufacturers/BancGroup transaction.

Discounted Cash Flow Analysis. Ewing projected the cash flows of
Manufacturers based on its business plan for the three-year period ended
December 31, 2003, which assumes that Manufacturers would continue to operate
as an independent institution. For purposes of this Discounted Cash Flow
analysis, Ewing assumed that modest dividends of 10% of earnings would be paid
by Manufacturers and that Manufacturers would enter into a merger as of
December 31, 2003. The projected earnings and equity for the year ended
December 31, 2003, were multiplied by the average price/earnings and price/book
ratios of Florida bank transactions for the past ten years to reflect the
multiples that have been paid for Florida banks over one or more business
cycles. These average price multiples were 19.44x earnings and 2.15x book
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value.

A weight of 60% to the price/earnings ratio and 40% to the price/book ratio
were used in determining the projected proceeds from a sale of Manufacturers at
December 31, 2003. The sales proceeds were discounted to a present value
utilizing a discount rate, which was determined based on Ewing's estimate of
the rate that investors would require in making an investment in Manufacturers
based on the above projections and assumptions. Ewing calculated the discount
rate by layering appropriate risk rates, which took into consideration the
riskless rate of Treasury Notes for the period of the projections (five years),
the general risks of equity investment, and an additional risk rate reflecting
the volatility of the earnings projections for Manufacturers. Ewing used a
range of 16% to 17% in its calculations of present value.

Based on the Discounted Cash Flow Analysis, Ewing determined that the range
of present values of the projected cash flows resulted in values similar to the
price represented by the BancGroup transaction of approximately $54 million and
that the Discounted Cash Flow analysis supported the fairness of the
transaction's market value to Manufacturers' shareholders.

Rights to Terminate. Ewing observed that the Agreement provides the normal
provisions, whereby either party may terminate the Agreement because of
material changes in the representations made in the Agreement. BancGroup may
terminate the Merger if shareholders controlling more than 10% of the
outstanding shares of Manufacturers dissent from the Merger or if pooling of
interests accounting cannot be utilized. Either party may terminate the
Agreement if the Merger has not been consummated by February 28, 2002, or,
under certain conditions, by March 15, 2002.
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The Minimum/Maximum Market Value to Company Shareholders at Closing. A price
collar is utilized in the Agreement that will result in a minimum market value
in BancGroup shares to be issued to Manufacturers' shareholders of $18.40 per
share regardless of a decline below $11.50 in the market price of BancGroup
shares as of the closing date. This market value represents a minimum
price/book ratio of 2.61x and a minimum price/earnings ratio of 17.68x.
Similarly, the maximum market wvalue in BancGroup shares to be issued to
Manufacturers' shareholders will be $21.60 per share regardless of an increase
above $13.50 in the market price of BancGroup as of the closing date, which
will represent a maximum price/book ratio of 3.08x and a maximum price/earnings
ratio of 20.87x.

Marketing of Manufacturers. The Board of Directors of Manufacturers entered
into a marketing plan, whereby a possible merger of Manufacturers was discussed
with a multiple of selected regional bank holding companies. As a result of the
marketing process, several bank holding companies, including BancGroup,
expressed their strong interest in acquiring Manufacturers. The Board of
Directors determined that the Merger proposal presented by BancGroup
represented the highest market value and was the most favorable to the
shareholders of Manufacturers.

Compensation of Allen C. Ewing & Co. Ewing was retained by the Board of
Directors of Manufacturers to market Manufacturers to the selected regional
bank holding companies and to render its fairness opinion. Manufacturers has
agreed to pay Ewing a fee of one percent of the market value of the
transaction, and Manufacturers has agreed to indemnify Ewing against certain
liabilities as delineated in Ewing's agreement with Manufacturers.

Recommendation of the Board of Directors of Manufacturers
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The Board of Directors of Manufacturers has determined that the Agreement is
in the best interest of Manufacturers shareholders. THE BOARD OF DIRECTORS
UNANIMOUSLY RECOMMENDS THAT THE SHAREHOLDERS OF MANUFACTURERS VOTE IN FAVOR OF
THE APPROVAL AND ADOPTION OF THE AGREEMENT.

BancGroup's Reasons for the Merger

The Board of Directors of BancGroup has unanimously approved the Merger and
the Agreement. The Merger will allow BancGroup to expand its banking operations
in the Tampa market area. BancGroup currently operates a commercial bank with
branches in the Orlando, Ormond Beach, Tampa, Ft. Myers, Winter Haven, West
Palm Beach, Miami, Miami Beach, Bonita Springs and St. Petersburg, Florida. The
Board of Directors of BancGroup believes that the combination with
Manufacturers and the Bank is consistent with its current expansion strategy.

In approving the Merger and the Agreement, the Board of Directors of
BancGroup took into account: (i) the financial performance and condition of
Manufacturers and the Bank, including its capital and asset quality;

(ii) similarities in the philosophies of BancGroup and Manufacturers, including
Manufacturers' commitment to delivering high quality personalized financial
services to its customers; and (iii) Manufacturers' management's knowledge of,
and experience in, the Tampa, Florida market.

Interests of Certain Persons in the Merger

Certain members of Manufacturers' and the Bank's management and Boards of
Directors may be deemed to have certain interests in the Merger in addition to
their interest as shareholders of Manufacturers generally. Manufacturers' Board
of Directors was aware of these interests and considered them, among other
matters, in unanimously approving the Agreement.

Assumption of Options. As of the date of this Prospectus, Manufacturers had
outstanding options (the "Manufacturers Options") which entitle the holders
thereof to acquire up to 190,393 shares of Manufacturers Common Stock. The
Agreement provides that the Manufacturers Options, to the extent not exercised
prior to
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the Effective Date, will be assumed by BancGroup on essentially the same terms
as were applicable to such option to acquire Manufacturers Common Stock except
that the options will thereafter represent to acquire BancGroup Common Stock,
the number of shares BancGroup Common Stock represented by each option will
equal the number of shares Manufacturers Common Stock subject to the option
multiplied by the Exchange Ratio and the exercise price of each option to
acquire BancGroup Common Stock will be equal to the exercise price for each
share of Manufacturers Common Stock subject to such option divided by the
Exchange Ratio. See "The Merger--Treatment of Manufacturers Options."

Employees. On the Effective Date, BancGroup anticipates that it will enter
into an employment agreement with Alfred T. Rogers, the Chief Executive Officer
of the Bank. Mr. Rogers' employment agreement is expected to provide that he
will, among other things, act as President of Colonial Bank's Bay Area Region
for compensation based upon his current annual salary of $165,000 plus a car
allowance of $750 per month. The employment agreement also provides that Mr.
Rogers will be eligible to receive BancGroup stock options respecting 25,000
shares of BancGroup Common Stock. The term of the employment agreement is three
years after the Effective Date. BancGroup may terminate the employment
agreement prior to that date by paying Mr. Rogers a cash payment equal to the
total salary that would otherwise be paid for the remainder of the term of the
employment agreement. The employment agreement also provides that Mr. Rogers
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will not compete against BancGroup in the counties of Hillsborough, Pinellas,
Pasco, Sarasota and/or Manatee, Florida for up to three years following the
Effective Date.

On the Effective Date, BancGroup anticipates that it will enter into an
employment agreement with Joseph V. Chillura, the Chief Operating Officer of
the Bank. Mr. Chillura's employment agreement is expected to provide that he
will, among other things, act as an Executive Senior Vice President of Colonial
Bank's Bay Area Region for compensation based upon his current annual salary of
$165,000 plus a car allowance of $750 per month. The employment agreement also
provides that Mr. Chillura will be eligible to receive BancGroup stock options
respecting 25,000 shares of BancGroup Common Stock. The term of the employment
agreement is three years after the Effective Date. BancGroup may terminate the
employment agreement prior to that date by paying Mr. Chillura a cash payment
equal to the total salary that would otherwise be paid for the remainder of the
term of the employment agreement. The employment agreement also provides that
Mr. Chillura will not compete against BancGroup in the counties of
Hillsborough, Pinellas, Pasco, Sarasota and/or Manatee, Florida for up to three
years following the Effective Date.

On the Effective Date, all employees of Manufacturers will, at BancGroup's
option, either become employees of BancGroup or its subsidiaries or be entitled
to severance benefits in accordance with Colonial Bank's severance policy as of
the date of the Agreement. All employees of Manufacturers who become employees
of BancGroup or its subsidiaries on the Effective Date will be entitled, to the
extent permitted by applicable law, to participate in all benefit plans of
BancGroup to the same extent as BancGroup's employees.

Indemnification. Under the Agreement, BancGroup has agreed for a period of
six years to indemnify the directors and executive officers of Manufacturers
against certain claims and liabilities arising out of or pertaining to matters
existing or occurring at or prior to the Effective Date, to the extent that
Manufacturers would have been authorized under Florida law, or under its
Articles of Incorporation or Bylaws, to indemnify such persons.

Addition to BancGroup's Board of Directors. BancGroup has agreed that its
Board of Directors will, subject to its fiduciary duties to BancGroup and its
shareholders, recommend that Anthony F. Gonzalez (Chairman and CEO of
Manufacturers) be elected to BancGroup's Board of Directors in the first proxy
statement mailed after the Effective Date for an Annual Meeting.

Conversion of Manufacturers Common Stock

The Agreement provides for the Merger of Manufacturers with and into
BancGroup, with BancGroup to be the surviving corporation. On the Effective
Date, each outstanding share of Manufacturers Common Stock
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outstanding and held by Manufacturers' shareholders (except shares as to which
dissenters' rights are perfected) will be converted by operation of law and
without any action by any holder thereof into 1.60 shares of BancGroup Common
Stock, provided that the Market Value 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 Manufacturers Common Stock outstanding at the
Effective Date shall be converted 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 Value is greater than $13.50, then each share of
Manufacturers Common Stock shall be converted into such number of shares of
BancGroup Common 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
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prices of the BancGroup Common Stock as reported by the NYSE on each of the ten
trading days ending on the trading day five trading days immediately preceding
the Effective Date. The appropriate ratio that is used to calculate the Merger
Consideration based upon the Market Value as set forth above is referred to as
the "Exchange Ratio." Accordingly, based upon the 2,596,190 shares of
Manufacturers Common Stock outstanding as of the date of this Proxy
Statement/Prospectus, and assuming that the Market Value of BancGroup Common
stock is not less than $11.50 nor more than $13.50, the number of shares of
BancGroup Common Stock that may be issued in the Merger will be 4,153,904. The
number of shares of BancGroup Common Stock to be issued in the Merger will
increase proportionally with each share of Manufacturers Common Stock issued
pursuant to the exercise, before the Effective Date, of the Manufacturers
Options. See "--Interests of Certain Persons in the Merger" and "--Treatment of
Manufacturers Options."

No fractional shares of BancGroup Common Stock will be issued in connection
with the Merger. Each shareholder of Manufacturers otherwise entitled to
receive a fractional share of BancGroup Common Stock will receive instead a
cash payment (without interest) equal to such fractional interest multiplied by
the Market Value.

The Agreement provides that if it is announced between the date of the
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 (ii) by BancGroup 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 transaction in which BancGroup is not the surviving corporation, or a
transaction in which BancGroup's current shareholders would own less than 50%
of the resulting corporation, then each outstanding share of Manufacturers
Common Stock shall be converted into 1.60 shares of BancGroup Common Stock
without reference to the Market Value of BancGroup Common Stock.

As of September 7, 2001, the closing price of BancGroup Common Stock was
$12.65. If, upon the Effective Date, the Market Value is equal to $12.65, then
each share of Manufacturers Common Stock will be converted into 1.6 shares of
BancGroup Common Stock. As a result, a shareholder of Manufacturers who owns
500 shares of Manufacturers Common Stock would be entitled to receive 800
shares of BancGroup Common Stock (500 multiplied by 1.6). Assuming that the
Market Value is either greater than $13.50 or less than $11.50, as the Market
Value of the BancGroup Common Stock rises, the number of shares of BancGroup
Common Stock to be issued in the Merger will decrease, and as the Market Value
falls, the number of such shares to be issued will increase.

The closing sales price on the NYSE of the BancGroup Common Stock on
September 7, 2001 was $12.65 per share. Shareholders are advised to obtain
current market quotations for BancGroup Common Stock. The market price of
BancGroup Common Stock at the Effective Date, or on the date on which
certificates representing such shares are received by Manufacturers
shareholders, may be higher or lower than the market price of BancGroup Common
Stock as of the Record Date or at the time of the Special Meeting.
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The Agreement provides that if, prior to the Effective Date, BancGroup
Common Stock is 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 will be made in the
number of shares of BancGroup Common Stock into which the Manufacturers Common
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Stock will be converted in the Merger.
Surrender of Manufacturers Common Stock

On the Effective Date and subject to

Certificates

the conditions described at "Conditions

to Consummation of the Merger," Manufacturers' shareholders (except those
shareholders who perfect dissenters' rights under applicable law) will
automatically, and without further action by such shareholders or by BancGroup,

become owners of BancGroup Common Stock,

as described herein. Outstanding

certificates representing shares of the Manufacturers Common Stock will
represent shares of BancGroup Common Stock. Thereafter, upon surrender of the
certificates formerly representing shares of Manufacturers Common Stock, the
holders will be entitled to receive certificates for the BancGroup Common
Stock. Dividends on the shares of BancGroup Common Stock will accumulate
without interest and will not be distributed to any former shareholder of
Manufacturers unless and until such shareholder surrenders for cancellation his
certificate for Manufacturers Common Stock. SunTrust Bank, Atlanta, Atlanta,
Georgia, transfer agent for BancGroup Common Stock, will act as the Exchange
Agent with respect to the shares of Manufacturers Common Stock surrendered in
connection with the Merger. The Exchange Agent will mail a detailed explanation
of these arrangements to Manufacturers shareholders promptly following the
Effective Date. Stock certificates should not be sent to the Exchange Agent

until such notice is received.
Certain Federal Income Tax Consequences

The Merger is intended to qualify as
tax purposes under Section 368 (a) (1) (A)
as amended (the "Code"). The obligation
to consummate the Merger is conditioned
PricewaterhouseCoopers LLP, BancGroup's

a "reorganization" for federal income
of the Internal Revenue Code of 1986,
of each of Manufacturers and BancGroup
on the receipt of an opinion from
independent public accountant, to the

effect that the Merger will constitute such a reorganization. BancGroup has
received this opinion. In delivering its opinion, PricewaterhouseCoopers LLP

received and relied upon certain representations contained in certificates of
officers of BancGroup and Manufacturers and certain other information, data,
documentation and other materials as it deemed necessary. The tax opinion is
based upon customary assumptions contained therein, including the assumption
that Manufacturers has no knowledge of any plan or intention on the part of the
Manufacturers shareholders to sell or dispose of BancGroup Common Stock that
would reduce their holdings to the number of shares having in the aggregate a
fair market value of less than 50% of the total fair market value of the
Manufacturers Common Stock outstanding immediately upon consummation of the
Merger.

Neither Manufacturers nor BancGroup intends to seek a ruling from the IRS as
to the federal income tax consequences of the Merger. Manufacturers'
shareholders should be aware that the opinion will not be binding on the IRS or
the courts. Manufacturers' shareholders also should be aware that some of the
tax consequences of the Merger are governed by provisions of the Code as to
which there are no final regulations and little or no judicial or
administrative guidance. There can be no assurance that future legislation,
administrative rulings, or court decisions will not adversely affect the
accuracy of the statements contained herein.

The tax opinion states that, provided the assumptions stated therein are
satisfied, the Merger will constitute a reorganization as defined in Section
368 (a) of the Code, and the following federal income tax consequences will
result to Manufacturers' shareholders who exchange their shares of
Manufacturers Common Stock for shares of BancGroup Common Stock:

(1) No gain or loss will be recognized by Manufacturers' shareholders on
the exchange of shares of Manufacturers Common Stock for shares of
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BancGroup Common Stock;
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(ii) The aggregate basis of BancGroup Common Stock received by each
Manufacturers shareholder (including any fractional shares of BancGroup
Common Stock deemed received, but not actually received), will be the same
as the aggregate tax basis of the shares of Manufacturers Common Stock
surrendered in exchange therefor;

(iii) The holding period of the shares of BancGroup Common Stock
received by each Manufacturers shareholder will include the period during
which the shares of Manufacturers Common Stock exchanged therefor were
held, provided that the shares of Manufacturers Common Stock were a capital
asset in the holder's hands as of the Effective Date;

(iv) Cash payments received by each Manufacturers shareholder in lieu of
a fractional share of BancGroup Common Stock will be treated for federal
income tax purposes as 1if the fractional share had been issued in the
exchange and then redeemed by BancGroup. Gain or loss will be recognized on
the redemption of the fractional share and generally will be capital gain
or loss 1f the Manufacturers Common Stock is a capital asset in the hands
of the holder;

(v) No gain or loss will be recognized by Manufacturers upon the
transfer of its assets and liabilities to BancGroup. No gain or loss will
be recognized by BancGroup upon the receipt of the assets and liabilities
of Manufacturers;

(vi) The basis of the assets of Manufacturers acquired by BancGroup will
be the same as the basis of the assets in the hands of Manufacturers
immediately prior to the Merger;

(vii) The holding period of the assets of Manufacturers in the hands of
BancGroup will include the period during which such assets were held by
Manufacturers;

(viii) No gain or loss will be recognized by Manufacturers' shareholders
on the assumption and conversion of Manufacturers Options into options to
acquire BancGroup Common Stock; and

(ix) A Manufacturers shareholder who dissents and receives only cash
pursuant to dissenters' rights will recognize gain or loss. Such gain or
loss will, in general, be treated as capital gain or loss, measured by the
difference between the amount of cash received and the tax basis of the
shares of Manufacturers Common Stock converted, if the shares of
Manufacturers Common Stock were held as capital assets. However, a
Manufacturers shareholder who receives only cash may need to consider the
effects of Section 302 and 318 of the Code in determining the federal
income tax consequences of the transaction.

Each Manufacturers shareholder will be required to report on such
shareholder's federal income tax return for the fiscal year of such shareholder
in which the Merger occurs that such shareholder has received BancGroup Common
Stock in a reorganization.

THE FOREGOING DISCUSSION IS INTENDED ONLY AS A SUMMARY OF MATERIAL FEDERAL
INCOME TAX CONSEQUENCES OF THE MERGER TO THE SHAREHOLDERS OF MANUFACTURERS, TO
MANUFACTURERS AND TO BANCGROUP AND DOES NOT PURPORT TO BE A COMPLETE
DESCRIPTION OF ALL POTENTIAL TAX EFFECTS OF THE MERGER. THE DISCUSSION DOES NOT
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ADDRESS THE TAX CONSEQUENCES THAT MAY BE RELEVANT TO A PARTICULAR SHAREHOLDER
SUBJECT TO SPECIAL TREATMENT UNDER CERTAIN FEDERAL INCOME TAX LAWS, SUCH AS
DEALERS IN SECURITIES, BANKS, INSURANCE COMPANIES, TAX-EXEMPT ORGANIZATIONS,
NON-UNITED STATES PERSONS, STOCKHOLDERS WHO DO NOT HOLD THEIR SHARES OF
MANUFACTURERS COMMON STOCK AS "CAPITAL ASSETS" WITHIN THE MEANING OF SECTION
1221 OF THE CODE, AND SHAREHOLDERS WHO ACQUIRED THEIR SHARES OF MANUFACTURERS
COMMON STOCK PURSUANT TO THE EXERCISE OF OPTIONS OR OTHERWISE AS COMPENSATION,
NOR ANY CONSEQUENCES ARISING UNDER THE LAWS OF ANY STATE, LOCALITY OR FOREIGN
JURISDICTION; MOREOVER, THE TAX CONSEQUENCES TO HOLDERS OF MANUFACTURERS
OPTIONS ARE NOT DISCUSSED. THE DISCUSSION IS BASED UPON THE CODE, TREASURY
REGULATIONS THEREUNDER AND ADMINISTRATIVE RULINGS AND COURT DECISIONS AS OF THE
DATE HEREOF. ALL OF THE FOREGOING IS SUBJECT TO
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CHANGE, AND ANY SUCH CHANGE COULD AFFECT THE CONTINUING VALIDITY OF THIS

DISCUSSION. MANUFACTURERS SHAREHOLDERS ARE URGED TO CONSULT THEIR OWN TAX
ADVISORS CONCERNING THE PARTICULAR FEDERAL, STATE, LOCAL AND FOREIGN TAX

CONSEQUENCES OF THE MERGER TO THEM.

Other Possible Consequences

If the Merger is consummated, the shareholders of Manufacturers, a Florida
corporation, will become shareholders of BancGroup, a Delaware business
corporation. For a discussion of the differences, if any, in the rights,
preferences, and privileges attaching to Manufacturers Common Stock as compared
with BancGroup Common Stock, see "Comparative Rights of Stockholders."

Conditions to Consummation of the Merger

The parties' respective obligations to consummate the Merger are subject to
the satisfaction (or waiver, to the extent permitted by law) of various
conditions set forth in the Agreement.

The obligations of Manufacturers and BancGroup to consummate the Merger are
conditioned upon, among other things, (i) the approval of the Agreement by the
holders of at least a majority of the outstanding shares of Manufacturers
Common Stock; (ii) the notification to, or approval of the Merger by, the Board
of Governors of the Federal Reserve System (the "Federal Reserve") and the
Florida State Banking Department (the "Florida Department") and approval of the
merger of the Bank with and into Colonial Bank (the "Bank Merger") by the
Alabama State Banking Department (the "Alabama Department”) and the Federal

Reserve; (iii) the absence of pending or threatened litigation with a view to
restraining or prohibiting consummation of the Merger or to obtain divestiture,
rescission or damages in connection with the Merger; (iv) the absence of any

investigation by any governmental agency which might result in any such
proceeding; (v) consummation of the Merger no later than February 28, 2002, or,
under certain conditions, March 15, 2002; and (vi) receipt of opinions of
counsel regarding certain matters. The Agreement permits the parties to waive,
in writing, conditions for the consummation of the Merger. If, as 1is being
contemplated, BancGroup elects not to consummate the Bank Merger simultaneously
with or subsequent to the Merger, it is anticipated that the parties would
waive the conditions set forth in (ii) above relating to approvals of the Bank
Merger.

The obligation of Manufacturers to consummate the Merger is further subject
to several other conditions, including: (i) the absence of any material adverse
change in the financial condition or affairs of BancGroup; (ii) Ewing shall not
have withdrawn as of the Effective Date its opinion attached as Appendix C to
this Prospectus that the terms of the Merger are fair, from a financial point
of view, to the shareholders of Manufacturers; (iii) the shares of BancGroup
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Common Stock to be issued under the Agreement shall have been approved for
listing on the NYSE; and (iv) the accuracy in all material respects of the
representations and warranties of BancGroup contained in the Agreement and the
performance by BancGroup of all of its covenants and agreements under the
Agreement.

The obligation of BancGroup to consummate the Merger is subject to several
other conditions, including: (i) the absence of any material adverse change in
the financial condition or affairs of Manufacturers; (ii) the number of shares
as to which holders of Manufacturers Common Stock exercise dissenters' rights
not exceeding 10% of the outstanding shares of Manufacturers Common Stock;

(iii) the receipt of a letter from PricewaterhouseCoopers LLP concurring with
the conclusions of BancGroup's and Manufacturers' management that no conditions
exist with respect to each company which would preclude accounting for the
Merger as a pooling of interests; and (iv) the accuracy in all material
respects of the representations and warranties of Manufacturers contained in
the Agreement, and the performance by Manufacturers of all of its covenants and
agreements under the Agreement.

It is anticipated that the foregoing conditions, as well as certain other
conditions contained in the Agreement, such as the receipt of certificates of
officers of each party as to compliance with the Agreement and
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satisfaction of each party of all representations, warranties and covenants,
will either be satisfied or waived by the parties. The Agreement provides that
each of Manufacturers and BancGroup may waive all conditions to its respective
obligation to consummate the Merger, other than the receipt of the requisite
approvals of regulatory authorities and approval of the Agreement by the
shareholders of Manufacturers. In making any decision regarding a waiver of one
or more conditions to consummation of the Merger or an amendment of the
Agreement, the Boards of Directors of Manufacturers and BancGroup would be
subject to the fiduciary duty standards imposed upon such boards by relevant
law that would require such boards to act in the best interests of their
respective shareholders.

Amendment or Termination of Agreement

To the extent permitted by law, the Agreement may be amended by a subsequent
writing signed by each of the parties upon the approval of the Boards of
Directors of each of the parties. However, after approval of the Agreement by
the holders of Manufacturers Common Stock, no amendment decreasing the
consideration to be received by Manufacturers shareholders may be made without
the further approval of such shareholders. The Agreement may be terminated at
any time prior to or on the Effective Date, whether before or after approval of
the Agreement by the shareholders of Manufacturers, by the mutual consent of
the respective Boards of Directors of Manufacturers and BancGroup or by the
Board of Directors of either BancGroup or Manufacturers under certain
circumstances including, but not limited to: (i) a material breach which cannot
or has not been cured within 30 days of notice of such breach being given by
the non-breaching party; (ii) failure to consummate the transactions
contemplated under the Agreement by February 28, 2002, or, under certain
conditions, March 15, 2002, provided that such failure to consummate is not
caused by any breach of the Agreement by the party electing to terminate; and
(iii) without further action by either party, upon the execution by
Manufacturers of a legally binding agreement between Manufacturers and any
third party with respect to any Acquisition Proposal, provided that BancGroup
will have the right to demand payment of liquidated damages. See "--Commitment
with Respect to Other Offers."
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Commitment with Respect to Other Offers

Until the earlier of the Effective Date or, subject to certain limitations,
the termination of the Agreement, neither Manufacturers nor any of its
directors or officers (or any person representing any of the foregoing) may
solicit or encourage inquiries or proposals with respect to, furnish any
information relating to or participate in any negotiations or discussions
concerning, any acquisition or purchase of all or of a substantial portion of
the assets of, or of a substantial equity interest in, Manufacturers or any
business combination involving Manufacturers (collectively, an "Acquisition
Proposal") other than as contemplated by the Agreement. Manufacturers is
required to notify BancGroup immediately if any such inquiries or proposals are
received by Manufacturers, if any such information is requested from
Manufacturers, or if any such negotiations or discussions are sought to be
initiated with Manufacturers. Manufacturers is required to instruct its
officers, directors, agents or affiliates or their subsidiaries to refrain from
doing any of the above. Manufacturers may communicate information about an
Acquisition Proposal to its shareholders if and to the extent that legal
counsel provides a written opinion to Manufacturers that it is required to do
so in order to comply with its legal obligations. If Manufacturers enters into
a letter of intent or definitive agreement with respect to such an Acquisition
Proposal either before the Effective Date or termination of the Agreement
(subject to certain exceptions) or receives an Acquisition Proposal and
consummates a transaction pursuant to it within 12 months of termination of the
Agreement (subject to certain exceptions), then Manufacturers will pay
BancGroup the sum of $3,000,000 as liguidated damages.

Regulatory Approvals

The Merger is subject to the prior approval of the Federal Reserve under the
Bank Holding Company Act of 1956, as amended (the "BHCA"), and by the Florida
Department pursuant to applicable provisions of the Florida Banking Code. It is
contemplated that following the Merger, the Bank will be held by BancGroup as a
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separate bank subsidiary for some period of time, and that on or before
December 5, 2001, its assets and liabilities will be transferred to Colonial
Bank either by merger or otherwise. The application for approval of the Merger
by the Federal Reserve was filed on August 23, 2001, and the application for
approval of the Merger by the Florida Department was filed on August 27, 2001.
It is anticipated that the Federal Reserve and the Florida Department will
approve the Merger on or about October 1, 2001. If, following the Merger,
BancGroup elects to consummate the Bank Merger, the prior approval of the
Federal Reserve and the Alabama Department must be obtained. The application
for approval of the Bank Merger by the Federal Reserve was filed on August 23,
2001, and the application for approval of the Bank Merger by the Alabama
Department was filed on August 27, 2001. It is anticipated that the Federal
Reserve and the Alabama Department would approve these applications on or about
October 1, 2001. In the event BancGroup elects not to consummate the Bank
Merger, it is anticipated that the parties to the Agreement would waive the
condition to their obligation to consummate the Merger which requires the prior
approval of the Bank Merger by the Federal Reserve and the Alabama Department.

Federal Reserve Approval. Pursuant to Section 3 of the BHCA, and the
regulations promulgated pursuant thereto, the approval of the Federal Reserve
must be obtained prior to the Merger. The Federal Reserve must withhold
approval of the Merger if it finds that the transaction will result in a
monopoly or be in furtherance of any combination or conspiracy to monopolize or
attempt to monopolize the business of banking in any part of the United States.
In addition, the Federal Reserve may not approve the Merger if it finds that

29



Edgar Filing: COLONIAL BANCGROUP INC - Form 424B2

the effect thereof may be substantially to lessen competition in any section of
the country, or tend to create a monopoly, or would in any other manner be in
restraint of trade, unless it finds that the anti-competitive effects of the
Merger are clearly outweighed by the probable effect of the Merger in meeting
the convenience and needs of the communities to be served. The Federal Reserve
will also take into consideration the financial condition and managerial
resources of BancGroup, its subsidiaries, any banks related to BancGroup
through common ownership or management, and the Bank. Finally, the Federal
Reserve will consider the compliance records of BancGroup's subsidiaries under
the Community Reinvestment Act.

In addition, the Federal Reserve is expressly permitted to approve
applications under Section 3 of the BHCA for a bank holding company that is
adequately capitalized and adequately managed to acquire control of a bank
located in a state other than the home state of such bank holding company (an
"Interstate Acquisition"), without regard to whether such transaction is
prohibited under the law of any state. However, if the law of the state in
which the target bank is located requires the target bank to have been in
existence for some minimum period of time, the Federal Reserve is prohibited
from approving an application by a bank holding company to acquire such target
bank if such target bank does not satisfy this state law requirement, so long
as the state law specifying such minimum period of time does not specify a
period of more than five years. The Merger constitutes an interstate
acquisition of a Florida bank, the Bank, by an Alabama bank holding company,
BancGroup.

Also, the Federal Reserve is prohibited from approving an Interstate
Acquisition if the acquiring bank holding company controls, or upon
consummation of the acquisition, would control, more than 10% of the total
amount of deposits of insured depository institutions in the United States.
Finally, subject to certain exceptions, the Federal Reserve may not approve an
application pertaining to an Interstate Acquisition if, among other things, the
bank holding company, upon consummation of the acquisition, would control 30%
or more of the total amount of deposits of insured depository institutions in
the state where the target bank is located.

The BHCA provides for the publication of notice and public comment on the
application and authorizes the Federal Reserve to permit interested parties to
intervene in the proceedings. If an interested party is permitted to intervene,
such intervention could delay the regulatory approvals required for
consummation of the Merger. Section 11 of the BHCA imposes a waiting period
which prohibits the consummation of the Merger, in ordinary circumstances, for
a period ranging from 15 to 30 days following the Federal Reserve's approval of
the Merger. During such period, the United States Department of Justice, should
it object to the Merger for antitrust reasons, may challenge the consummation
of the Merger.
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Pursuant to Section 18(c) of the Federal Deposit Insurance Act (the "Bank
Merger Act"), the Federal Reserve's approval also must be obtained prior to the
Bank Merger. The Federal Reserve 1is prohibited from approving the Bank Merger
if it would result in a monopoly or would be in furtherance of any combination
or conspiracy to monopolize or to attempt to monopolize the business of banking
in any part of the United States. In addition, the Federal Reserve is
prohibited from approving the Bank Merger if its effect, in any section of
the country, would be substantially to lessen competition, or to tend to create
a monopoly, or which in any other manner would be in restraint of trade, unless
it finds that the anti-competitive effects of the Bank Merger are clearly
outweighed in the public interest by the probable effect of the Bank Merger in
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meeting the convenience and needs of the community to be served. The Federal
Reserve 1is required to take into consideration the financial and managerial
resources and future prospects of the existing and proposed institutions, and
the convenience and needs of the community to be served.

In that the Bank Merger constitutes an interstate bank merger, certain
additional requirements are applicable to the Bank Merger. For example, subject
to certain exceptions, the Federal Reserve 1is prohibited from approving the
Bank Merger if Colonial Bank materially fails to comply with filing
requirements imposed by the Florida Department for interstate bank merger
transactions. In addition, the Federal Reserve is prohibited from approving the
Bank Merger if the bank resulting from the Bank Merger, including all insured
depository institutions which are affiliates of such resulting bank, upon
consummation of the transaction, would control more than 10% of the total
amount of deposits of insured depository institutions in the United States. The
Federal Reserve 1is also prohibited from approving the Bank Merger if either
party to the Bank Merger has a branch in any state in which any other bank
involved in the Bank Merger has a branch, and the resulting bank, upon
consummation of the Bank Merger, would control 30% or more of the total amount
of deposits of insured depository institutions in any such state. Finally, the
Federal Reserve may approve the interstate bank merger only if each bank
involved in the transaction is adequately capitalized as of the date the
application is filed, and the Federal Reserve determines that the resulting
bank will continue to be adequately capitalized and adequately managed upon
consummation of the Bank Merger.

The Bank Merger Act imposes a waiting period which prohibits consummation of
the Bank Merger, in ordinary circumstances, for a period ranging from 15 to 30
days following the Federal Reserve's approval of the Bank Merger. During such
period, the United States Department of Justice, should it object to the Merger
for antitrust reasons, may challenge the consummation of the Merger.

Florida Department Approval. The Florida Department must approve the change
of control of the Bank which would be effected by the Merger. Under Section
658.28 of the Florida Banking Code, the Florida Department shall issue a
Certificate of Approval for a change of control of a Florida state bank only
after it has made an investigation and has determined that the proposed new
owner of a controlling interest of such Florida state bank is qualified by
reputation, character, experience and financial responsibility to control and
operate the bank in a legal and proper manner and that the interest of the
other shareholders, if any, and the depositors and creditors of the bank and
the interest of the public generally will not be jeopardized by the proposed
change in ownership, controlling interest or management.

In addition, pursuant to Section 658.295 of the Florida Banking Code, the
Florida Department shall not permit the Merger unless the Bank has been in
existence and continuously operating, on the date of its acquisition, for more
than three years. Also, the Florida Department shall not permit the Merger if,
upon consummation of the transaction, BancGroup, including all of its insured
depository institutions that would be "affiliates," as defined in 12 U.S.C.

(S) 1841 (k), would control 30% or more of the total amount of deposits held by
all insured depository institutions in the State of Florida.

Alabama Department Approval. The Bank Merger must be approved by the Alabama
Department pursuant to applicable provisions of the Alabama Banking Code. If
the Superintendent of the Alabama Department finds that (1) the proposed
transaction will not be detrimental to the safety and soundness of the bank
resulting from the Bank Merger, (2) any new officers and directors of the
resulting bank are qualified by character, experience, and financial
responsibility to direct and manage the resulting bank, and (3) the proposed
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Bank Merger is consistent with the convenience and needs of the communities to
be served by the resulting bank in the State of Alabama and is otherwise in the
public interest, the Bank Merger shall be approved by the Superintendent.

The Agreement provides that the obligation of each of BancGroup and
Manufacturers to consummate the Merger is conditioned upon the receipt of all
necessary regulatory approvals. There can be no assurance that the applications
necessary for BancGroup to consummate the Merger with Manufacturers will be
approved,
and, if such approvals are received, that such approvals will not be
conditioned upon terms and conditions that would cause the parties to abandon
the Merger.

Any approval received from bank regulatory agencies reflects only their view
that the Merger does not contravene applicable competitive standards imposed by
law, and that the Merger is consistent with regulatory policies relating to
safety and soundness. THE APPROVAL OF THE BANK REGULATORY AGENCIES IS NOT AN
ENDORSEMENT OR RECOMMENDATION OF THE MERGER.

BancGroup is not aware of any governmental approvals or actions that may be
required for consummation of the Merger except for the Federal Reserve and
Florida Department approvals described above. Should any such approval or
action be required, it is presently contemplated that such approval or action
would be sought.

Conduct of Business Pending the Merger

The Agreement contains certain restrictions on the conduct of the business
of Manufacturers pending consummation of the Merger. The Agreement prohibits
Manufacturers from taking, without the prior written consent of BancGroup, any
of the following actions, prior to the Effective Date, subject to certain
limited exceptions previously agreed to by BancGroup and Manufacturers:

(1) Issuing, delivering or agreeing to issue or deliver any stock, bonds
or other corporate securities (whether authorized and unissued or held in
the treasury), except shares of Manufacturers Common Stock issued upon the
exercise of Manufacturers Options;

(ii) Borrowing or agreeing to borrow any funds or incurring or becoming
subject to, any liability (absolute or contingent) except borrowings,
obligations and liabilities incurred in the ordinary course of business and
consistent with past practice;

(iii) Paying any material obligation or liability (absolute or
contingent) other than current liabilities reflected in or shown on the
most recent balance sheet and current liabilities incurred since that date
in the ordinary course of business and consistent with past practice;

(iv) Declaring or making or agreeing to declare or make, any payment of
dividends or distributions of any assets of any kind whatsoever to
shareholders, or purchasing or redeeming or agreeing to purchase or redeem,
any of its outstanding securities except that Manufacturers may pay cash
dividends at its current rate and at times consistent with past practices;

(v) Except in the ordinary course of business, selling or transferring
or agreeing to sell or transfer, any of its assets, property or rights or
canceling, or agreeing to cancel, any debts or claims;

(vi) Except in the ordinary course of business, entering or agreeing to
enter into any agreement or arrangement granting any preferential rights to
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purchase any of its assets, property or rights or requiring the consent of
any party to the transfer and assignment of any of its assets, property or
rights;

(vii) Waiving any rights of value which in the aggregate are material;

(viii) Except in the ordinary course of business, making or permitting
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;
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(ix) Except in accordance with past practice, making any accrual or
arrangement for or payment of bonuses or special compensation of any kind
or any severance or termination pay to any present or former officer or
employee;

(x) Except in accordance with past practice, increasing the rate of
compensation payable to or to become payable to any of its officers or
employees or making 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;

(xi) Failing 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 whom it has business relations; and

(xii) Entering into any other material transaction other than in the
ordinary course of business.

The Agreement provides that prior to the Effective Date, no director or
officer of Manufacturers or any of its subsidiaries shall, 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
connected in any manner with, any business, corporation or partnership which is
competitive to the business of Manufacturers or its subsidiaries.

The Agreement also provides that (i) at the request of BancGroup,
Manufacturers will consult with BancGroup and advise BancGroup in advance of
all loan requests outside the ordinary course of business or in excess of
$500,000 that are not single-family residential loan requests; and (ii)
Manufacturers will consult with BancGroup respecting business issues that
Manufacturers believes should be brought to the attention of BancGroup.

Indemnification

BancGroup has agreed to indemnify for six years present and former directors
and officers of Manufacturers and the Bank against liabilities arising out of
actions or omissions occurring at or prior to the Effective Date to the maximum
extent provided in the FBCA and Manufacturers' Articles of Incorporation and
Bylaws.

Rights of Dissenting Shareholders

Holders of Manufacturers Common Stock as of the Record Date are entitled to
dissenters' rights of appraisal under Florida law. Consummation of the Merger
is subject to, among other things, the holders of no more than 10% of the
outstanding Manufacturers Common Stock electing to exercise their dissenters'
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rights. Pursuant to Section 607.1320 of the FBCA, a Manufacturers shareholder
who does not wish to accept the shares of BancGroup Common Stock to be received
pursuant to the terms of the Agreement may dissent from the Merger and elect to
receive the fair value of his shares as of the day prior to the date the Merger
is approved by Manufacturers shareholders. Such fair value is exclusive of any
appreciation or depreciation in anticipation of the Merger, unless exclusion
would be inequitable.

In order to exercise appraisal rights, a dissenting shareholder of
Manufacturers (a "Dissenting Shareholder") must strictly comply with the
statutory procedures of Sections 607.1320, 607.1301 and 607.1302 of the FBCA,
which are summarized below. A copy of the full text of those Sections is
attached hereto as Appendix B. Shareholders of Manufacturers are urged to read
Appendix B in its entirety and to consult with their legal advisors. Each
shareholder of Manufacturers who desires to assert his or her appraisal rights
is cautioned that failure on his or her part to adhere strictly to the
requirements of Florida law in any regard will cause a forfeiture of any
appraisal rights.

Procedures for Exercising Dissenters' Rights of Appraisal. The following
summary of Florida law is qualified in its entirety by reference to the full
text of the provisions of the FBCA attached hereto as Appendix B.

29

1. A Dissenting Shareholder must file with Manufacturers, prior to the
taking of the vote on the Merger, a written notice of intent to demand
payment for his or her shares if the Merger is effectuated. A vote against
the Merger will not alone be deemed to be the written notice of intent to
demand payment. A Dissenting Shareholder need not vote against the Merger,
but cannot vote for the Merger.

2. Within ten days after the vote on the Merger is taken, Manufacturers
must give written notice of the authorization of the Merger, if obtained,
to each Manufacturers shareholder who filed notice of intent to demand
payment for his shares. WITHIN 20 DAYS AFTER THE GIVING OF THE FOREGOING
NOTICE BY MANUFACTURERS, EACH DISSENTING SHAREHOLDER MUST FILE WITH
MANUFACTURERS A NOTICE OF ELECTION TO DISSENT, STATING HIS OR HER NAME AND
ADDRESS, THE NUMBER OF SHARES AS TO WHICH HE OR SHE DISSENTS AND A DEMAND
FOR PAYMENT OF THE FAIR VALUE OF HIS OR HER SHARES. ANY DISSENTING
SHAREHOLDER FAILING TO FILE SUCH ELECTION WITHIN THE PERIOD WILL LOSE HIS
OR HER APPRATISAL RIGHTS AND BE BOUND BY THE TERMS OF THE AGREEMENT. A
Dissenting Shareholder filing an election to dissent must also deposit the
certificate(s) representing his or her shares with Manufacturers
simultaneously with the filing of the election.

3. Upon filing a notice of election to dissent, a Dissenting Shareholder
shall thereafter be entitled only to payment pursuant to the procedure set
forth in the applicable sections of FBCA and shall not be entitled to vote
or to exercise any other rights of a shareholder. A notice of election may
be withdrawn in writing by the Dissenting Shareholder at any time before an
offer is made by Manufacturers to pay for shares. Upon such withdrawal, the
right of the Dissenting Shareholder to be paid the fair value of his or her
shares will cease, and he or she will be reinstated as a shareholder.

4. Within 10 days after the expiration of the period in which a
Dissenting Shareholder may file notice of election to dissent, or within
ten days after the Effective Date of the Merger, whichever is later (but in
no event later than 90 days after the Merger is approved), Manufacturers
(or BancGroup after the Effective Date) must make a written offer to each
Dissenting Shareholder who has made demand for appraisal for his or her
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shares at a price deemed by Manufacturers to be the fair value thereof.

5. If, within 30 days after the making of such offer, the Dissenting
Shareholder accepts the offer, payment for the shares of the Dissenting
Shareholder is to be made within 90 days after the making of such offer or
the effective date of the Merger, whichever is later. Upon payment of the
agreed value, the Dissenting Shareholder will cease to have any interest in
such shares.

6. If Manufacturers (or BancGroup, 1f appropriate) fails to make such
offer within the period specified above or if it makes an offer and a
Dissenting Shareholder fails to accept the same within a period of 30 days
thereafter, then Manufacturers, within 30 days after receipt of written
demand from any Dissenting Shareholder given within 60 days after the date
on which the Merger was effected, shall, or at its election at any time
within such period of 60 days may, file an action in any court of competent
jurisdiction in Hillsborough County requesting that the fair value of such
shares be determined by the Court.

7. If Manufacturers fails to institute such proceeding within the above-
prescribed period, any Dissenting Shareholder may do so in the name of
Manufacturers. A copy of the initial pleading will be served on each
Dissenting Shareholder. Manufacturers is required to pay each Dissenting
Shareholder the amount found to be due within 10 days after final
determination of the proceedings. The judgment of the court is payable only
upon and concurrently with the surrender to Manufacturers of the
certificate(s) representing the shares. Upon payment of the judgment, the
Dissenting Shareholder ceases to have any interest in such shares.

8. The costs and expenses of the court proceeding are determined by the
court and will be assessed against Manufacturers (or BancGroup, if
appropriate) except that all or any part of such costs and expenses may be
apportioned and assessed against any Dissenting Shareholders who are
parties to the proceeding and to whom Manufacturers has made an offer to
pay for their shares, if the court finds their
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refusal to accept such offer to have been arbitrary, vexatious or not in
good faith. Expenses include reasonable compensation for, and expenses of,
appraisers, but shall exclude the fees and expenses of counsel for, and
experts employed by, any party. If the value of the shares, as determined
by the court, materially exceeds the amount that Manufacturers offered to
pay for the shares then the court may, in its discretion, award to any
Dissenting Shareholder who is a party to the proceedings, such sum as the
court may determine to be reasonable compensation to any expert(s) employed
by the Dissenting Shareholder in the proceeding.

Any Dissenting Shareholder who perfects his or her right to be paid the
value of his or her shares will recognize gain or loss, if any, for federal
income tax purposes upon the receipt of cash for such shares. The amount of
gain or loss and its character as ordinary or capital gain or loss will be
determined in accordance with applicable provisions of the Code. See "--Certain
Federal Income Tax Consequences."

BECAUSE OF THE COMPLEXITY OF THE PROVISIONS OF THE FLORIDA LAW RELATING TO
DISSENTERS' APPRAISAL RIGHTS, SHAREHOLDERS WHO ARE CONSIDERING DISSENTING FROM
THE MERGER ARE URGED TO CONSULT THEIR OWN LEGAL ADVISERS.

Resale of BancGroup Common Stock Issued in the Merger
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The issuance of the shares of BancGroup Common Stock pursuant to the Merger
(including any shares to be issued pursuant to Manufacturers Options) has been
registered under the Securities Act of 1933 (the "Securities Act"). As a
result, shareholders of Manufacturers who are not "affiliates" of Manufacturers
(as such term is defined under the Securities Act) may resell, without
restriction, all shares of BancGroup Common Stock which they receive in
connection with the Merger. Under the Securities Act, only affiliates of
Manufacturers are subject to restrictions on the resale of the BancGroup Common
Stock which they receive in the Merger.

The BancGroup Common Stock received by affiliates of Manufacturers who do
not also become affiliates of BancGroup after the consummation of the Merger
may not be sold except pursuant to an effective registration statement under
the Securities Act covering such shares or in compliance with Rule 145 under
the Securities Act or another applicable exemption from the registration
requirements of the Securities Act. Generally, Rule 145 permits BancGroup
Common Stock held by such shareholders to be sold in accordance with certain
provisions of Rule 144 under the Securities Act. In general, these provisions
of Rule 144 permit a person to sell on the open market in brokers or certain
other transactions within any three-month period a number of shares that does
not exceed the greater of 1% of the then outstanding shares of BancGroup Common
Stock or the average weekly trading volume in BancGroup Common Stock reported
on the NYSE during the four calendar weeks preceding such sale. Sales under
Rule 144 are also subject to the availability of current public information
about BancGroup. The restrictions on sales will cease to apply under most
circumstances once the former Manufacturers affiliate has held the BancGroup
Common Stock for at least one year. BancGroup Common Stock held by affiliates
of Manufacturers who become affiliates of BancGroup, if any, will be subject to
additional restrictions on the ability of such persons to resell such shares.

Manufacturers has provided BancGroup with the identity of those persons
(primarily officers, directors and principal shareholders) who may be deemed to
be affiliates of Manufacturers. Manufacturers has obtained from each such
person a written undertaking to the effect that no sale or transfer will be
made of any shares of BancGroup Common Stock by such person except pursuant to
Rule 145 or pursuant to an effective registration statement or an exemption
from registration under the Securities Act. The undertaking also requires each
affiliate to agree 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 Commission's Codification of Financial Reporting Policies.
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Accounting Treatment

BancGroup will account for the Merger as a pooling-of-interests transaction
in accordance with generally accepted accounting principles, which, among other
things, require that the number of shares of Manufacturers Common Stock
acquired for cash pursuant to the exercise of dissenters' rights or in lieu of
fractional shares not exceed 10% of the outstanding shares of Manufacturers
Common Stock. Under this accounting treatment, assets and liabilities of
Manufacturers would be added to those of BancGroup at their recorded book
values, and the shareholders' equity of the two companies would be combined in
BancGroup's consolidated balance sheet. Financial statements of BancGroup
issued after the Effective Date will be restated to reflect the consolidated
operations of BancGroup and Manufacturers as if the Merger had taken place
prior to the periods covered by the financial statements.
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Manufacturers Trust Securities

In December 1999, Manufacturers formed MBI Business Trust for the sole
purpose of issuing trust preferred securities. Distributions on the outstanding
shares of trust preferred securities are payable at the three- month LIBOR rate
plus 2.5%. As of June 30, 2001, there was $3.0 million of trust preferred
securities were outstanding. BancGroup will assume all rights and obligations
of the trust preferred securities according to the terms of the operative
documents.

NYSE Reporting of BancGroup Common Stock Issued in the Merger

Sales of BancGroup Common Stock to be issued in the Merger in exchange for
Manufacturers Common Stock will be reported on the NYSE.

Treatment of Manufacturers Options

Assumption of Options. As of the date of this Prospectus, Manufacturers had
granted options (the "Manufacturers Options"),which entitle the holders thereof
to acquire up to 190,393 shares of Manufacturers Common Stock. Except for the
Manufacturers Options exercised or terminated prior to the Effective Date, on
the Effective Date, BancGroup will assume all Manufacturers Options
outstanding, and each such option will represent the right to acquire the
BancGoup Common Stock on substantially the same terms applicable to the
Manufacturers Options. The registration statement registering the shares of
BancGroup Common Stock issued pursuant to the Merger also registers the shares
of BancGroup Common Stock to be issued upon the exercise of the Manufacturers
Options assumed by BancGroup. The number of shares of BancGroup Common Stock to
be issued pursuant to such options will equal the number of shares of
Manufacturers Common Stock subject to such Manufacturers Options multiplied by
the Exchange Ratio, provided that no fraction of shares of BancGroup Common
Stock will be issued, and the number of shares of BancGroup Common Stock to be
issued upon the exercise of Manufacturers Options, if a fractional share
exists, will equal the number of whole shares obtained by rounding to the
nearest whole number, giving account to such fraction, or else such fractional
interest shall be paid in cash, based upon the Market Value. The exercise price
for the acquisition of BancGroup Common Stock will be the exercise price for
each share of Manufacturers Common Stock subject to such options divided by the
Exchange Ratio, adjusted appropriately for any rounding to whole shares that
may be done.

The Manufacturers Options are issuable pursuant to the Manufacturers 1998
Stock Option Plan, a stock option plan originally adopted by the Bank on July
1, 1998, and assumed by Manufacturers when it became a bank holding company on
June 23, 1999 (the "Option Plan"). The Option Plan is not qualified under
Section 401 (a) of the Internal Revenue Code of 1986, as amended, nor subject to
the Employee Retirement Income Security Act of 1974. Manufacturers Options are
not transferable except under the laws of descent and distribution.

Purpose of the Option Plan. The purpose of the Option Plan is to advance the
interests of Manufacturers and its shareholders by affording employees and
officers an opportunity to acquire or increase their propriety
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interest in Manufacturers and, therefore, additional incentive to promote
Manufacturers' success and remain in its employ. BancGroup believes that its
assumption of the Manufacturers Options will be consistent with this purpose.
No further options will be granted under the Option Plan after the Merger. A
total of 13 persons currently hold Manufacturers Options.
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Tax Consequences—--Incentive Options. Options issued and held under the
Option Plan by employees are intended to qualify as "incentive stock options,"
under, and to the extent provided in, Section 422 of the Internal Revenue Code
of 1986, as amended. Under the Internal Revenue Code no income will result to a
grantee of any such option upon the granting or exercising of an option by the
grantee, and BancGroup will not be entitled to a tax deduction by reason of
such grant or exercise.

If, after exercising the option, the employee holds the stock obtained
through exercise for at least two years after the date of option grant and at
least one year after the stock was obtained, the employee's gain (if any) on
selling the stock will generally be treated as a long term capital gain.
Generally, the employee's alternative minimum taxable income for minimum tax
purposes will be increased by the difference between the option price and the
fair market value of the stock on the date of exercise.

If the following holding period requirements are not met, then any gain on
the sale of the stock will be taxed partly or entirely at ordinary income tax
rates. If the stock is held for less than the required holding period, then the
difference between the option exercise price and the fair market value of the
stock on the date of exercise will be taxed at ordinary income tax rates. The
gain equal to the increase in the fair market value of the stock after the
date, of exercise of the option will generally be taxed as capital gain.

It should be understood that the holding periods discussed above relate only
to federal income tax treatment and not to any securities law restrictions that
may apply to the sale of shares obtained through an option.

The foregoing statements concerning federal income tax treatment are
necessarily general and may not apply in a particular instance, including where
the options do not qualify as incentive stock options. Option holders should
contact their own professional tax advisors for advice concerning their
particular tax situation and any changes in the tax law since the date of this
Proxy Statement/Prospectus.

Exercise of Options. After a Manufacturers Option becomes exercisable in
accordance with its terms, it may be exercised by the holder by giving written
notice to BancGroup on a form provided by BancGroup and by paying to BancGroup
in cash the exercise price of the shares to be acquired under the option.
Payment may be made to BancGroup by cash, check, bank draft, or money order.
The period during which an option may be exercised is stated in the agreement
respecting each grant of options but in no case may be more than ten years from
the date the option is granted. The optionee must be in the continuous employ
of Manufacturers or BancGroup from the date of grant through the date of
exercise, except as stated below.

Termination of Employment. If an employee 1is terminated for cause, the
option will also terminate as of the date of termination of employee's
employment. Otherwise, the Option will terminate three months following the
termination of the employee's employment without cause, or one year following
the termination of employment as a result of the employee's death, disability
or legal incapacity. "Cause" is defined in the Option Plan as the termination
of the employee's employment for "cause" under such individual's employment
agreement or, in the absence of such agreement, because of the gross
misconduct, drug dependence, gross neglect or incompetent performance of
assigned duties, proven dishonesty or commission of a felony on the part of
such individual which, in the Board's sole discretion renders such individual
unable to properly and effectively provide services to, or effectively act as a
represent of, Manufacturers.

Other Matters. It is not anticipated that BancGroup will make any reports to
option holders regarding the amount or status of Manufacturers Options held.
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Option holders may obtain such information from BancGroup at the address given
above on page 3 of this Proxy Statement/Prospectus.

The shares subject to options will be obtained by BancGroup from authorized
but unissued shares.
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COMPARATIVE MARKET PRICES AND DIVIDENDS

Shares of Manufacturers Common Stock are not actively traded, and such
trading activity, as it occurs takes place in privately negotiated
transactions. Since January 1, 1999, the sales price per share of Manufacturers
Common Stock, of which Manufacturers had knowledge, ranged from $10 to $14.50
per share. During 1999, Manufacturers acquired Partners Bank of Florida in a
transaction involving issuance of Manufacturers Common Stock and cash.
Manufacturers Common Stock issued in connection with the acquisition was wvalued
at $14.50 per share for purposes of recording the acquisition. The last sale of
Manufacturers Common Stock of which Manufacturers had knowledge was for 5,000
shares on April 25, 2001 at a price of $14.50 per share. The following sets
forth the trading prices for the shares of Manufacturers Common Stock that have
occurred since January 1, 1999 for transactions in which the trading prices are
known to management of Manufacturers:

Price Per
Share of
Common Stock

1999

B I = X o O 16 = i = $10.00 $10.00
SeCONA QUAT L T e i ittt it et et et et ettt et et ettt ettt e et e 14.50 14.00
B 5 o O 6 = i 14.50 14.50
L@ NGl o N 1 = o w3 14.50 14.50
2000

D TS T w5 T =l 14.50 14.50
SeCONA QUATE T e i ittt it et et et e e ettt et et ettt e e e e e e e e e 14.50 14.50
B o o O 6 1= s i 14.50 14.50
L@ NG ol o N 1 = o w3 14.50 14.50
2001

e T T w5 T =l 14.50 14.50
SeCONA QUATE T e i ittt it et et et et et et et et et ettt e e e e e e e 14.50 14.50

Third Quarter (through September 7, 2001)........ 0t eennn. - -

Manufacturers has paid quarterly dividends during each quarter beginning
January 1, 2000 and through June 30, 2001. There were no dividends paid in 1998
and dividends of $0.10 per share were paid in August of 1999. The Agreement
provides that Manufacturers may pay cash dividends at its most recent rate and
on dates and times consistent with past practice. The following table sets
forth the cash dividends per share declared on Manufacturers Common Stock
during 2000 and through September 7, 2001.

Dividends Declared
Per Share of
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Manufacturers Common Stock

2000

First QUATE O . it ittt ittt ettt ettt ettt $0.05
Second QUALL T . i v it it ittt et et et et et e e e e e 0.08
Third QUALLET . i ittt it e et e e e e et e e e e e ettt eeeeeenn 0.10
FoUrth QUATL e . i ittt it et et e e e e e e e e e e et et et eeeeaenn 0.15
2001

First QUAT O . it i ittt e et et et e et et ettt eee s $0.05
Second QUATLL T . i v it i it ittt et et et et et e e e e e 0.10
Third Quarter (through September 7, 2001)......... 0.17

In December 1999, Manufacturers formed MBI Business Trust for the sole
purpose of issuing trust preferred securities. Distributions on the outstanding
shares of trust preferred securities were payable at 8.75% through March 31,
2000. After March 31, 2000, distributions were paid and are payable at the
three month LIBOR rate plus 2.5%. Although distributions may be deferred at the
election of Manufacturers, they continue
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to accumulate and are payable to security holders at the then current
distribution rate. Dividends on Manufacturers Common Stock are suspended if
distributions on trust preferred securities are not current. Distributions on
the trust preferred securities were current as of July 31, 2001.

Total distributions on trust preferred securities for the six months ended
June 30, 2001 and for the year ended December 31, 2000 were $66,741 and
$255,185, respectively. Manufacturers also paid distributions on trust
preferred securities in early July 2001 of $55,340.

BancGroup. BancGroup Common Stock is listed for trading on the NYSE under
the symbol "CNB." The following table indicates the high and low sales prices
of the BancGroup Common Stock as reported on the NYSE since January 1, 1999.

Price Per Share
of Common Stock

——————————————— Dividends
High Low Per Share
1999
First QUATE O . i it ittt e et et et et e ettt ie e $12.563 $11.375 $.095
Second QUALE T . i i ittt et et et et et et et et e e e 13.938 11.188 .095
Third QUATL e . i it ettt ettt ettt ettt e et eeeeeeenanaaens 15.000 10.375 .095
FoUrth QUATL e . v ittt et et e e e e e e e e e e e et ettt eeean 12.938 10.188 .095
2000
B T S T w5 T =l 10.750 8.625 .110
Second QUALE T . i ittt it et et et et et et et et 11.250 9.000 .110
Third QUALLET . i ittt i et et e e e et et e e et e e e 10.750 9.688 .110
FoUrth QUATL e . v it it et et e e e e e e e e e e e et ettt 11.125 8.313 .110
2001
B T S T w5 T = 13.120 10.750 .120
Second QUALE T . i i it it i et et et et et et et et et 14.750 12.050 .120
Third Quarter (through September 7, 2001).......... 14.940 12.65 .120
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On June 15, 2001, the business day immediately prior to the public
announcement of the Merger, the closing price of the BancGroup Common Stock on
the NYSE was $12.54 per share. The following table presents the market value
per share of BancGroup Common Stock on that date, and the market value and
equivalent per share value of Manufacturers Common Stock on that date:

Equivalent
BancGroup Manufacturers Price Per
Common Common Manufacturers
Stock (1) Stock (2) Share (3)
Comparative Market Value............... $12.54 $14.50 $20.06

(1) Closing price as reported by the NYSE on June 15, 2001.

(2) There is no established public trading market for the shares of
Manufacturers Common Stock. The value shown is the price at which shares of
Manufacturers Common Stock were sold on April 25, 2001, which was the last
sale price prior to the public announcement of the Merger on June 18, 2001,
of which management of Manufacturers is aware.

(3) If the Merger had closed on June 15, 2001, and assuming that the Market
Value as that term is defined herein had also been $12.54, 1.6 shares of
BancGroup Common Stock would have been exchanged for each share of
Manufacturers Common Stock.

BANCGROUP CAPITAL STOCK AND DEBENTURES

BancGroup's authorized capital stock consists of 200,000,000 shares of
BancGroup Common Stock, par value $2.50 per share. As of June 30, 2001, there
were issued and outstanding a total of 110,714,099 shares of BancGroup Common
Stock. No shares of Preference Stock are issued and outstanding. Additionally,
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BancGroup has various issuances of long term debt oustanding at June 30, 2001
summarized as follows and described more fully below, under BancGroup debt.

June 30, 2001

(in thousands)

7 1/2% Convertible Subordinated DebenturesS...........eeeeeenen. S 2,853
7% Convertible Subordinated Debentures...........iueiiiieennennn 1,145
Variable Rate Subordinated DebenturesS.........eueeieeeeneennnnn 7,725
Subordinated NOLEeS . i v ittt ittt ittt ettt ettt teeeaeeaneean 248,335
Trust Preferred SecUritiesS. ... ..ttt tteeneneneenns 70,000
FHLB AQVaANCE S e v vt vttt e et e ettt teeseeeeeeeeeeneeeeeenseeeeeenees 1,121,718
Reverse Repurchase Agreement S . ...t ie e ettt enneeeeeeeannns 88,064

e o= $1,539,840

The following statements with respect to BancGroup Common Stock and

41



Edgar Filing: COLONIAL BANCGROUP INC - Form 424B2

Preference Stock are brief summaries of material provisions of Delaware law,
the Restated Certificate of Incorporation (the "BancGroup Certificate"), as
amended, and Bylaws of BancGroup, do not purport to be complete and are
qualified in their entirety by reference to the foregoing.

BancGroup Common Stock

Dividends. Subject to the rights of holders of Preference Stock, if any, to
receive certain dividends prior to the declaration of dividends on shares of
BancGroup Common Stock, when and as dividends, payable in cash, stock or other
property, are declared by the BancGroup Board of Directors, the holders of
BancGroup Common Stock are entitled to share ratably in such dividends.

Voting Rights. Each holder of BancGroup Common Stock has one vote for each
share held on matters presented for consideration by the stockholders.

Preemptive Rights. The holders of BancGroup Common Stock have no preemptive
rights to acquire any additional shares of BancGroup.

Issuance of Stock. The BancGroup Certificate authorizes the Board of
Directors of BancGroup to issue authorized shares of BancGroup Common Stock
without stockholder approval. However, BancGroup's Common Stock is listed on
the NYSE, which requires stockholder approval of the issuance of additional
shares of BancGroup Common Stock under certain circumstances.

Liquidation Rights. In the event of liquidation, dissolution or winding-up
of BancGroup, whether voluntary or involuntary, the holders of BancGroup Common
Stock will be entitled to share ratably in any of its assets or funds that are
available for distribution to its stockholders after the satisfaction of its
liabilities (or after adequate provision is made therefor) and after
preferences of any outstanding Preference Stock.

Preferred Stock

The Preferred Stock may be issued from time to time as a class without
series, or if so determined by the Board of Directors of BancGroup, either in
whole or in part in one or more series. The voting rights, and such
designations, preferences and relative, participating, optional or other
special rights, if any, and the qualifications, limitations or restrictions
thereof, if any, including, but not limited to, the dividend rights, conversion
rights, redemption rights and liquidation preferences, if any, of any wholly
unissued series of Preferred Stock (or of the entire class of Preferred Stock
if none of such shares has been issued), the number of shares constituting any
such series and the terms and conditions of the issue thereof may be fixed by
resolution of the Board of Directors of BancGroup. Preferred Stock may have a
preference over the BancGroup Common Stock with respect to the payment of
dividends and the distribution of assets in the event of the liquidation or
winding-up of BancGroup and such other preferences as may be fixed by the Board
of Directors of BancGroup.
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BancGroup Debt

BancGroup has 7.50% Convertible Subordinated Debentures due March 31, 2011
("1986 Debentures") issued in 1986 that are convertible at any time into shares
of BancGroup Common Stock, at the conversion price of $7.00 principal amount of
1986 Debentures, subject to adjustment upon the occurrence of certain events,
for each share of stock received. The 1986 Debentures are redeemable at the
option of BancGroup at the face amount plus accrued interest. In the event all
of the remaining 1986 Debentures are converted into shares of BancGroup Common
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Stock in accordance with the 1986 Indenture, approximately 412,000 shares of
such Common Stock would be issued.

BancGroup also has 7.00% Convertible Subordinated Debentures due December
31, 2004 ("1994 Debentures"), that were issued by D/W Bankshares prior to being
merged into BancGroup. The 1994 Debentures are convertible into BancGroup
Common Stock, at the conversion price of $7.58 principal amount of the 1994
Debentures, subject to adjustment upon occurrence of certain events, for each
share of stock received. In the event all of the remaining 1994 Debentures are
converted into shares of BancGroup Common Stock in accordance with the 1994
Indenture, approximately 151,000 shares of such Common Stock would be issued.

In connection with the ASB Bancshares, Inc. acquisition, on February 5,
1998, BancGroup issued $7,725,000 of variable rate subordinated debentures due
February 5, 2008 ("1998 Debentures"). These variable rate subordinated
debentures bear interest equal to the New York Prime Rate minus 1% (but in no
event less than 7% per annum).

On March 15, 1999, BancGroup issued $100 million of subordinated notes, due
March 15, 2009. The notes bears interest at 8.00% and are not subject to
redemption prior to maturity.

On January 29, 1997, BancGroup issued, through a special purpose trust, $70
million of Trust Preferred Securities. The securities bear interest at 8.92%
and are subject to redemption by BancGroup, in whole or in part at any time
after January 29, 2007 until maturity in January 2017. Circumstances are remote
that redemption will occur prior to maturity.

On May 23, 2001, Colonial Bank issued $150 million in subordinated notes at
9.375% due June 1, 2011 for general corporate and banking purposes in the
ordinary course of business. This debt qualifies as Tier II capital. In
connection with this issuance, BancGroup executed an interest rate swap whereby
BancGroup will receive a fixed rate and pay a floating rate, effectively
converting the fixed rate notes to floating. The result of this interest rate
swap created a current effective rate on the notes for the second quarter
ending June 30, 2001 of 7.2175%.

The subordinated debentures, notes and Trust Preferred Securities described
above are subordinate to substantially all remaining liabilities of BancGroup.

BancGroup had long-term FHLB Advances outstanding of $1,121,718,000 at June
30, 2001. These advances bear interest rates of 4.00% to 7.53% and mature from
2001 to 2013.

BancGroup has received funds under reverse repurchase agreements with Morgan
Stanley, Salomon Brothers and First Boston. At June 30, 2001, BancGroup had
long-term reverse repurchase agreements outstanding of $88 million. These
agreements, which are collateralized by mortgage-backed securities, bear
interest rates of 5.80% to 6.03% and mature from 2001 to 2003.

Changes in Control
Certain provisions of the BancGroup Certificate and the BancGroup Bylaws may
have the effect of preventing, discouraging or delaying any change in control

of BancGroup. The authority of the BancGroup
37
Board of Directors to issue BancGroup Preferred Stock with such rights and

privileges, including voting rights, as it may deem appropriate may enable
BancGroup's Board of Directors to prevent a change in control despite a shift
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in ownership of the BancGroup Common Stock. See "General" and "Preferred
Stock." In addition, the power of BancGroup's Board of Directors to issue
additional shares of BancGroup Common Stock may help delay or deter a change in
control by increasing the number of shares needed to gain control. See
"BancGroup Common Stock." The following provisions also may deter any change in
control of BancGroup.

Classified Board. BancGroup's Board of Directors is classified into three
classes, as nearly equal in number as possible, with the members of each class
elected to three-year terms. Thus, one-third of BancGroup's Board of Directors
is elected by stockholders each year. With this provision, two annual elections
are required in order to change a majority of the Board of Directors. There are
currently 18 directors of BancGroup. This provision of the BancGroup
Certificate also stipulates that (i) directors can be removed only for cause
upon a vote of 80% of the voting power of the outstanding shares entitled to
vote in the election of directors, voting as a class, (ii) vacancies in the
Board of Directors may only be filled by a majority vote of the directors
remaining in office, (iii) the maximum number of directors shall be fixed by
resolution of the Board of Directors, and (iv) the provisions relating to the
classified Board of Directors can only be amended by the affirmative vote of
the holders of at least 80% of the voting power of the outstanding shares
entitled to vote in the election of directors, voting as a class.

Business Combinations. Certain "Business Combinations" of BancGroup with a
"Related Person" may only be undertaken with the affirmative vote of at least
75% of the outstanding shares of "Voting Stock," plus the affirmative vote of
at least 67% of the outstanding shares of Voting Stock, not counting shares
owned by the Related Person, unless the Continuing Directors of BancGroup
approve such Business Combination. A "Related Person" is a person, or group,
who owns or acquires 10% or more of the outstanding shares of BancGroup Common
Stock, provided that no person shall be a Related Person if such person would
have been a Related Person on the date of approval of this provision by
BancGroup's Board of Directors, i.e., April 20, 1994. An effect of this
provision may be to exclude Robert E. Lowder, the current Chairman and Chief
Executive Officer of BancGroup, and certain members of his family from the
definition of Related Person. A "Continuing Director" is a director who was a
member of the Board of Directors immediately prior to the time a person became
a Related Person. This provision may not be amended without the affirmative
vote of the holders of at least 75% of the outstanding shares of Voting Stock,
plus the affirmative vote of the outstanding shares of at least 67% of the
outstanding Voting Stock, excluding shares held by a Related Person. This
provision may have the effect of giving the incumbent Board of Directors a veto
over a merger or other Business Combination that could be desired by a majority
of BancGroup's stockholders. As of February 20, 2001, the Board of Directors of
BancGroup owned approximately 7.9% of the outstanding shares of BancGroup
Common Stock.

Board Evaluation of Mergers. The BancGroup Certificate permits the Board of
Directors to consider certain factors such as the character and financial
stability of the other party, the projected social, legal, and economic effects
of a proposed transaction upon the employees, suppliers, regulatory agencies
and customers and communities of BancGroup, and other factors when considering
whether BancGroup should undertake a merger, sale of assets, or other similar
transaction with another party. This provision may not be amended except by the
affirmative vote of at least 80% of the outstanding shares of BancGroup Common
Stock. This provision may give greater latitude to the Board of Directors in
terms of the factors which the board may consider in recommending or rejecting
a merger or other Business Combination of BancGroup.

Director Authority. The BancGroup Certificate prohibits stockholders from
calling special stockholders' meetings and acting by written consent. It also
provides that only BancGroup's Board of Directors has the authority to
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undertake certain actions with respect to governing BancGroup such as
appointing committees, electing officers, and establishing compensation of
officers, and it allows the Board of Directors to act by majority vote.
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Bylaw Provisions. The BancGroup Bylaws provide that stockholders wishing to
propose nominees for the Board of Directors or other business to be taken up at
an annual meeting of BancGroup shareholders must comply with certain advance
written notice provisions. These bylaw provisions are intended to provide for
the more orderly conduct of stockholders' meetings but could make it more
difficult for shareholders to nominate directors or introduce business at
shareholders' meetings.

Delaware Business Combination Statute. Subject to some exceptions, Delaware
law prohibits BancGroup from entering into certain "business combinations" (as
defined) involving persons beneficially owning 15% or more of the outstanding
BancGroup Common Stock (or one who is an affiliate of BancGroup and has over
the past three years beneficially owned 15% or more of such stock) (either, for
the purpose of this paragraph, an "Interested Stockholder"), unless the Board
of Directors has approved either (i) the business combination or (ii) prior to
the stock acquisition by which such person's beneficial ownership interest
reached 15% (a "Stock Acquisition"), the Stock Acquisition. The prohibition
lasts for three years from the date of the Stock Acquisition. Notwithstanding
the preceding, Delaware law allows BancGroup to enter into a business
combination with an Interested Stockholder if (i) the business combination is
approved by BancGroup's Board of Directors and authorized by an affirmative
vote of at least 66 2/3% of the outstanding voting stock of BancGroup which is
not owned by the Interested Stockholder or (ii) upon consummation of the
transaction which resulted in the shareholder becoming an Interested
Stockholder, such shareholder owned at least 85% of the outstanding BancGroup
Common Stock (excluding BancGroup Common Stock held by officers and directors
of BancGroup or by certain BancGroup stock plans). These provisions of Delaware
law apply simultaneously with the provisions of the BancGroup Certificate
relating to business combinations with a related person, described above at
"Business Combinations," but they are generally less restrictive than the
BancGroup Certificate.

Control Acquisitions. As it relates to BancGroup, the Change in Bank Control
Act of 1978 prohibits a person or group of persons from acquiring "control" of
a bank holding company unless the Federal Reserve has been given 60 days' prior
written notice of such proposed acquisition and within that time period the
Federal Reserve has not issued a notice disapproving the proposed acquisition
or extending for up to another 30 days the period during which such a
disapproval may be issued. An acquisition may be made prior to the expiration
of the disapproval period if the Federal Reserve issues written notice of its
intent not to disapprove the action. Under a rebuttable presumption established
by the Federal Reserve, the acquisition of more than 10% of a class of voting
stock of a bank holding company with a class of securities registered under
Section 12 of the Exchange Act, such as BancGroup, would, under the
circumstances set forth in the presumption, constitute the acquisition of
control. The receipt of revocable proxies, provided the proxies terminate
within a reasonable time after the meeting to which they relate, is not
included in determining percentages for change in control purposes.

COMPARATIVE RIGHTS OF SHAREHOLDERS
If the Merger is consummated, shareholders of Manufacturers (except those
perfecting dissenters' rights) will become holders of BancGroup Common Stock.

The rights of the holders of the Manufacturers Common Stock who become holders
of BancGroup Common Stock following the Merger will be governed by the
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BancGroup Certificate and the BancGroup Bylaws, as well as the laws of
Delaware, the state in which BancGroup is incorporated.

The following summary compares the rights of the holders of Manufacturers
Common Stock with the rights of the holders of the BancGroup Common Stock. For
a more detailed description of the rights of the holders of BancGroup Common
Stock, including certain features of the BancGroup Certificate and the DGCL
that might limit the circumstances under which a change in control of BancGroup
could occur, see "BancGroup Capital Stock and Debentures."
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The following information is qualified in its entirety by the BancGroup
Certificate and the BancGroup Bylaws, and Manufacturers' Articles of
Incorporation and Bylaws, the DGCL and the FBCA.

Director Elections

Manufacturers. Manufacturers' Directors are elected to terms of three years
with approximately one-third of the Board to be elected annually. Shareholders
may not cumulate votes in connection with such election (nor for any other
purpose) .

BancGroup. BancGroup's directors are elected to terms of three years with
approximately one-third of the Board to be elected annually. There is no
cumulative voting in the election of directors. See "BancGroup Capital Stock
and Debentures—--Changes in Control--Classified Board."

Removal of Directors

Manufacturers. Manufacturers' Directors may be removed by shareholders with
or without cause by the affirmative vote of the holders of a majority of the
then outstanding voting shares of Manufacturers, voting together as a single
class.

BancGroup. The BancGroup Certificate provides that a director may be removed
from office, but only for cause and by the affirmative vote of the holders of
at least 80% of the voting shares then entitled to vote at an election of
directors.

Voting

Manufacturers. Each holder of Manufacturers Common Stock is entitled to cast
one vote for each share held on each issue with respect to which a shareholder
vote is authorized, but may not cumulate votes for the election of directors or
for any other purpose.

BancGroup. Each stockholder of BancGroup is entitled to one vote for each
share of BancGroup Common Stock held, and such holders are not entitled to
cumulative voting rights in the election of directors.

Preemptive Rights

Manufacturers. Holders of Manufacturers Common Stock have preemptive rights
to subscribe for additional shares on a pro rata basis when and if shares are
offered for sale by Manufacturers.

BancGroup. The holders of BancGroup Common Stock have no preemptive rights
to acquire any additional shares of BancGroup Common Stock or any other shares
of BancGroup capital stock.
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Directors' Liability

Manufacturers. Section 607.0831 of the FBCA provides that a director of
Manufacturers will not be personally liable for monetary damages to
Manufacturers or any other person for any statement, vote, decision or failure

to act, regarding corporate management or policy, by a director unless: (a) the
director breached or failed to perform his duties as a director, and (b) the
director's breach of or failure to perform those duties constitutes: (1) a

violation of the criminal law, unless the director had reasonable cause to
believe his conduct was lawful or had no reasonable cause to believe his
conduct was unlawful, (2) a transaction in which the director derived an
improper personal benefit, (3) a payment of certain unlawful dividends and
distributions, (4) in a proceeding by or in the right of Manufacturers to
procure judgment in its favor or by or in the right of a shareholder, conscious
disregard for the best interests of Manufacturers, or willful misconduct, or
(5) in a proceeding by or in the right of someone other than Manufacturers or a
shareholder, recklessness or an act or omission which was committed in bad
faith or with malicious purpose or in a manner exhibiting wanton and
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willful disregard of human rights, safety or property. This provision would
absolve directors of Manufacturers of personal liability for negligence in the
performance of their duties, including gross negligence. It would not permit a
director to be exculpated, however, from liability for actions involving
conflicts of interest or breaches of the traditional "duty of loyalty" to
Manufacturers and its shareholders, and it would not affect the availability of
injunctive and other equitable relief as a remedy.

BancGroup. The BancGroup Certificate provides that a director of BancGroup
will have no personal liability to BancGroup or its stockholders for monetary
damages for breach of fiduciary duty as a director except (i) for any breach of
the director's duty of loyalty to the corporation or its stockholders, (ii) for
acts or omissions not in good faith or that involve intentional misconduct or a
knowing violation of law, (iii) for the payment of certain unlawful dividends
and the making of certain stock purchases or redemptions, or (iv) for any
transaction from which the director derived an improper personal benefit. This
provision would absolve directors of personal liability for negligence in the
performance of duties, including gross negligence. It would not permit a
director to be exculpated, however, for liability for actions involving
conflicts of interest or breaches of the traditional "duty of loyalty" to
BancGroup and its stockholders, and it would not affect the availability of
injunctive or other equitable relief as a remedy.

Indemnification

Manufacturers. Under Section 607.0850 of the FBCA, the directors and
officers of Manufacturers may be indemnified against certain liabilities which
they may incur in their capacity as officers and directors. Such
indemnification is generally available if the individual acted in good faith
and in a manner he or she reasonably believed to be in, or not opposed to, the
best interest of Manufacturers, and with respect to any criminal proceeding,
had no reasonable cause to believe his or her conduct was unlawful.
Indemnification may also be available unless a court of competent jurisdiction
establishes by final adjudication that the actions or omissions of the
individual are material to the cause of action so adjudicated and constituted:
(a) a violation of the criminal law, unless the individual had reasonable cause
to believe his or her conduct was lawful or had no reasonable cause to believe
his or her conduct was unlawful; (b) a transaction from which the individual
derived an improper personal benefit; or (c) willful misconduct or conscious
disregard for the best interest of Manufacturers in a proceeding by or in the
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right of Manufacturers to procure a judgment in its favor or in a proceeding by
or in the right of a shareholder. Manufacturers' Bylaws authorize Manufacturers
to indemnify its officers, directors, employees and agents to the extent
permitted by Florida law.

Manufacturers maintains a directors' and officers' insurance policy pursuant
to which officers and directors of Manufacturers would be entitled to
indemnification against certain liabilities, including reimbursement of certain
expenses.

BancGroup. The BancGroup Certificate provides that directors, officers,
employees and agents of BancGroup shall be indemnified to the full extent
permitted under the DGCL. Section 145 of the DGCL contains detailed and
comprehensive provisions providing for indemnification of directors and
officers of Delaware corporations against expenses, judgments, fines and
settlements in connection with litigation. Under the DGCL, other than an action
brought by or in the right of BancGroup, such indemnification is available if
it is determined that the proposed indemnitee acted in good faith and in a
manner he or she reasonably believed to be in or not opposed to the best
interests of BancGroup and, with respect to any criminal action or proceeding,
had no reasonable cause to believe his conduct was unlawful. In actions brought
by or in the right of BancGroup, such indemnification is limited to expenses
(including attorneys' fees) actually and reasonably incurred in the defense or
settlement of such action if the indemnity acted in good faith and in a manner
he or she reasonably believed to be in or not opposed to the best interests of
BancGroup and except that no indemnification shall be made in respect of any
claim, issue or matter as to which such person has been adjudged to be liable
to BancGroup unless and only to the extent that the Delaware Court of Chancery
or the court in which the action was brought determines upon application that
in view of all the circumstances of the case, such person is fairly and
reasonably entitled to indemnity for such expenses as the court deems proper.
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To the extent that the proposed indemnity has been successful on the merits
or otherwise in defense of any action, suit or proceeding (or any claim, issue
or matter therein), he or she must be indemnified against expenses (including
attorneys' fees) actually and reasonably incurred by him in connection
therewith.

BancGroup maintains an officers' and directors' insurance policy and a
separate indemnification agreement pursuant to which officers and directors of
BancGroup would be entitled to indemnification against certain liabilities,
including reimbursement of certain expenses that extends beyond the minimum
indemnification provided by Section 145 of the DGCL.

Special Meetings of Shareholders; Action Without a Meeting

Manufacturers. Manufacturers' Articles of Incorporation authorize a special
shareholders meeting to be called by the board of directors, Manufacturers'
chairman of the board or chief executive officer, or by the holders of not less
than twenty percent of the outstanding shares. Manufacturers Articles of
Incorporation also provide that any action required or permitted of
shareholders to be taken instead without a meeting by written consent of
shareholders having not less than the minimum number of votes that would be
necessary to authorize or take such action at a meeting at which all shares
entitled to vote thereon were present and voted.

BancGroup. Under the BancGroup Certificate, a special meeting of BancGroup's
stockholders may only be called by a majority of the BancGroup Board of
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Directors or by the chairman of the Board of Directors of BancGroup. Holders of
BancGroup Common Stock may not call special meetings or act by written consent.

Mergers, Share Exchanges and Sales of Assets

Manufacturers. The FBCA provides that mergers and sales of substantially all
of the property of a Florida corporation must be approved by a majority of the
outstanding shares of the corporation entitled to vote thereon. The FBCA also
provides, however, that the shareholders of a corporation surviving a merger
need not approve the transaction if: (a) the articles of incorporation of the
surviving corporation will not differ from its articles before the merger, and
(b) each shareholder of the surviving corporation whose shares were outstanding
immediately prior to the effective date of the merger will hold the same number
of shares with identical designations, preferences, limitations and relative
rights, immediately after the merger.

BancGroup. The DGCL provides that mergers and sales of substantially all of
the assets of Delaware corporations must be approved by a majority of the
outstanding stock of the corporation entitled to vote thereon. The DGCL also
provides, however, that the stockholders of the corporation surviving a merger
need not approve the transaction if: (i) the agreement of merger does not amend
in any respect the certificate of incorporation of such corporation; (ii) each
share of stock of such corporation outstanding immediately prior to the
effective date of the merger is to be an identical outstanding or treasury
share of the surviving corporation after the effective date of the merger; and
(iii) either no shares of common stock of the surviving corporation and no
shares, securities or obligations convertible into such stock are to be issued
or delivered under the plan of merger, or the authorized unissued shares or the
treasury shares of common stock of the surviving corporation to be issued or
delivered under the plan of merger plus those initially issuable upon
conversion of any other shares, securities or obligations to be issued or
delivered under such plan do not exceed 20% of the shares of common stock of
such corporation outstanding immediately prior to the effective date of the
merger. See also "BancGroup Capital Stock and Debentures—--Changes in Control"
for a description of the statutory provisions and the provisions of the
BancGroup Certificate relating to changes of control of BancGroup. See "Anti-
takeover Statutes" for a description of additional restrictions on business
combination transactions.

Amendment of Certificate of Incorporation and Bylaws

Manufacturers. Section 607.1002 of the FBCA permits the Board of Directors
to amend the Articles of Incorporation in certain minor respects without
shareholder action, but Section 607.1003 requires most amendments to be adopted
by the shareholders upon recommendation of the Board of Directors. Unless the
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FBCA requires a greater vote, amendments may be adopted by a majority of the
votes cast, a quorum being present (except those provisions of Manufacturers'
Articles of Incorporation which relate to director classification, election,
vacancies, notice and removal, which amendments require the affirmative vote of
a majority of the outstanding shares of Manufacturers Common Stock) .

Section 607.1020 of the FBCA permits the Board of Directors to amend or
repeal the bylaws unless the FBCA or the shareholders provide otherwise. The
shareholders entitled to vote have concurrent power to amend or repeal the
bylaws.

BancGroup. Under the DGCL, a Delaware corporation's certificate of
incorporation may be amended by the affirmative vote of the holders of a
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majority of the outstanding shares entitled to vote thereon, and a majority of
the outstanding stock of each class entitled to vote as a class, unless the
certificate requires the vote of a larger portion of the stock. The BancGroup
Certificate requires "super-majority" Stockholder approval to amend or repeal
any provision of, or adopt any provision inconsistent with, certain provisions
in the BancGroup Certificate governing (i) the election or removal of
directors, (ii) business combinations between BancGroup and a Related Person,
and (iii) board of directors evaluation of business combination procedures. See
"BancGroup Capital Stock and Debentures—--Changes in Control."

As is permitted by the DGCL, the Certificate gives the Board of Directors
the power to adopt, amend or repeal the BancGroup Bylaws. The stockholders
entitled to vote have concurrent power to adopt, amend or repeal the BancGroup
Bylaws.

Rights of Dissenting Stockholders

Manufacturers. Holders of Manufacturers Common Stock as of the Record Date
are entitled to dissenters' rights of appraisal under Florida law. For a
description of such appraisal rights, see "The Merger--Rights of Dissenting
Shareholders."

BancGroup. Under the DGCL, a stockholder has the right, in certain
circumstances, to dissent from certain corporate transactions and receive the
fair value of his or her shares in cash in lieu of the consideration he or she
otherwise would have received in the transaction. For this purpose, "fair
value" may be determined by all generally accepted techniques of valuation used
in the financial community, excluding any element of value arising from the
accomplishment or expectation of the transaction, but including elements of
future value that are known or susceptible of proof. Such fair value is
determined by the Delaware Court of Chancery, if a petition for appraisal is
timely filed. Appraisal rights are not available, however, to stockholders of a
corporation (i) if the shares are listed on a national securities exchange (as
is BancGroup Common Stock) or quoted on the Nasdag NMS, or held of record by
more than 2,000 stockholders (as is BancGroup Common Stock), and (ii)
stockholders are permitted by the terms of the merger or consolidation to
accept in exchange for their shares (a) shares of stock of the surviving or
resulting corporation, (b) shares of stock of another corporation listed on a
national securities exchange or held of record by more than 2,000 stockholders,
(c) cash in lieu of fractional shares of such stock, or (d) any combination
thereof. Stockholders are not permitted appraisal rights in a merger if such
corporation is the surviving corporation and no vote of its stockholders is
required.

Preferred Stock

Manufacturers. Manufacturers' Articles of Incorporation authorize the
issuance of 2,000,000 shares of preferred stock from time to time by resolution
of the Board of Directors of Manufacturers. Currently, no shares of preferred
stock are issued and outstanding.

BancGroup. The BancGroup Certificate authorizes the issuance of 1,000,000
shares of Preferred Stock from time to time by resolution of the Board of
Directors of BancGroup. Currently, no shares of Preferred Stock are issued and

outstanding. See "BancGroup Capital Stock and Debentures--Preference Stock."
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Effect of the Merger on Manufacturers Shareholders

As of June 30, 2001, Manufacturers had 310 shareholders of record and
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2,596,190 outstanding shares of common stock. As of June 30, 2001, there were
110,714,099 shares of BancGroup Common Stock outstanding held by 9,753
stockholders of record.

Assuming that no dissenters' rights of appraisal are exercised in the
Merger, that the Manufacturers Options are exercised prior to the Effective
Date, and the Market Value of BancGroup Common Stock is $12.65 (the closing
price of BancGroup Common Stock as of September 7, 2001) on the Effective Date,
an aggregate number of 4,458,532 shares of BancGroup Common Stock will be
issued to the shareholders of Manufacturers pursuant to the Merger. These
shares would represent approximately 4% of the total shares of BancGroup Common
Stock outstanding after the Merger, not counting any shares of BancGroup Common
Stock that may be issued for reasons unconnected to the Merger.

The issuance of the BancGroup Common Stock pursuant to the Merger will
reduce the percentage interest of the BancGroup Common Stock currently held by
each principal stockholder and each director and officer of BancGroup. Based
upon the foregoing assumptions, as a group, the directors and officers of
BancGroup who own approximately 8% of BancGroup's outstanding shares would own
approximately 8% after the Merger. See "Business of BancGroup--Voting
Securities and Principal Stockholders."
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THE COLONIAL BANCGROUP INC. AND SUBSIDIARIES

CONDENSED PRO FORMA STATEMENTS OF CONDITION (Unaudited)
(In thousands)

The following summary includes (i) the condensed consolidated statement of
condition of BancGroup and subsidiaries as of June 30, 2001, (ii) the condensed
consolidated statement of condition of Manufacturers BancShares, Inc. as of
June 30, 2001, (iii) adjustments to give effect to the completed pooling-of-
interests method business combination with Manufacturers reflecting the
issuance of 4,153,904 shares of BancGroup Common Stock (based on an assumed
conversion ratio of 1.60 shares per equivalent Manufacturers share) and (iv)
the pro forma combined condensed statement of condition of BancGroup and
subsidiaries as if such combination had occurred on June 30, 2001.

These pro forma statements should be read in conjunction with the
accompanying notes and the separate consolidated statements of condition of
BancGroup and subsidiaries, incorporated by reference herein. The pro forma
information provided below may not be indicative of future results.

June 30, 2001

Consolidated Manufacturers Additions/ Proforma Combined
Colonial BancGroup Bancshares (Deductions) Balance Sheet

Assets:

Cash and due from

banks.....oieiieeii.. $ 267,024 $ 11,870 S - S 278,894
Interest bearing

deposits in banks and

federal funds sold..... 137,072 7,596 - 144,668
Securities available for

SAle. i e 1,600,845 18,953 - 1,619,798
Investment securities... 37,463 2,719 —— 40,182
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Mortgage loans held for

Loans, net of unearned
income............ L

Less: allowance for

loan 1l0SS€S...cuuunn..

Loans, net.......co.ccv...
Premises and equipment,

Excess of cost over

tangible and identified

intangible assets

acquired, net..........

Other real estate

Accrued interest and

other assets...........

Total assets.........

Liabilities:

Deposits....oovin..

FHLB short-term

borrowings.............

Other short-term

borrowings.............
Subordinated debt.......

Trust preferred

securities.............
FHLB long-term debt.....
Other long-term debt....
Other liabilities.......

Total liabilities....

Shareholders Equity:

Common stock............

Treasury stock..........

Additional paid in

Retained earnings.......
Unearned compensation...

Accumulated other
comprehensive income

(loss), net of taxes...

Total shareholders

equity...ovi i

Total liabilities and

shareholders

equity... ...

Capital Ratios:
Tier One Leverage

Tier One Risk Based

Capital Ratio*........

Total Risk Based

Capital Ratio*........

29,273
9,759,185
(113,706)

9,645,479

183,250

91,585
10,813

272,688

$ 8,324,605

100,000

1,410,295
260,058

70,000
1,121,718

88,064
94,948

11,469,688
282,727
(22,571)

119,731

422,459
(4,027)

3,060

241,143

238,207

7,109

296

10,407

(26) (1)
4,443 (1)
22,571 (1)

(9,802) (1)
(17,186) (1)

32,333
10,000,328
(116, 642)

9,883,686

190,359

91,881
10,813

277,643

$ 8,539,510

100,000

1,424,736
260,058

73,000
1,162,168

89,064
95,488

11,744,024

287,170

102, 545

432,866
(4,027)



Edgar Filing: COLONIAL BANCGROUP INC - Form 424B2

*Based on risk-weighted assets.
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ADJUSTMENTS TO UNAUDITED CONDENSED PRO FORMA FINANCIAL STATEMENTS

(1) To record the issuance of 4,153,904 shares of
BancGroup Common Stock in exchange for all of
the outstanding shares of Manufacturers.

Manufacturers outstanding shares.................... 2,596,190
Assumed conversion ratio. . ...ttt 1.60(a)

BancGroup shares to be issued..........c.coiiiiennn. 4,153,904
Shares issued out of Treasury total 2,376,746 at an

average cost of $9.4967 per share.......vvvveee... $ 22,571
Par value of 1,777,158 shares issued at $2.50 per

13 = ol = S 4,443
Total shares issued at cost and par value........... $ 27,014

Total capital stock of Manufacturers................ 9,828

Excess recorded as a decrease to contributed

(ST o G i Y (17,186)
9,828

To eliminate Manufacturers
Common stock, at par value..... ..o, S (26)
Contributed capital. ... ..ttt (9,802)
(9,828)
Net change In equity. ...ttt et ieeeeeeennns $ (0)

(2) BancGroup management anticipates that certain nonrecurring integration
related expenses will be incurred. The charges will include expenses
related to fixed asset write-offs, severance accruals, system conversions,
contract buy-outs, an additional provision for loan loss to conform
Manufacturers policies with those of BancGroup and other transaction
related costs.

The total of the above amounts are expected to be between $1.5 and $2.0
million, net of tax, will be charged to earnings in the appropriate periods
and therefore are not reflected in the unaudited condensed pro forma
statement of condition or statements of income.

BancGroup expects to achieve approximately $1.9 to $2.2 million, net of
tax, in annual cost savings from the Merger and the related integration
activities. These savings are also not reflected in BancGroup's unaudited
condensed pro forma financial statements.

(3) There are no material differences in accounting policies of the combining
companies, therefore no accounting policy conformance adjustments were
reflected in the unaudited condensed pro forma financial statements.
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(a) Market value of Colonial BancGroup stock was assumed using the closing
price on September 7, 2001. The closing market price was $12.65. Using the
closing price in lieu of the 10 day average calculation as specified in
the Agreement results in a conversion ratio of 1.60 shares of BancGroup
Common Stock for each share of Manufacturers Common Stock.

46

THE COLONIAL BANCGROUP INC. AND SUBSIDIARIES

CONDENSED PRO FORMA STATEMENTS OF INCOME (Unaudited)
(In thousands)

The following summary includes (i) the (unaudited) condensed consolidated
statements of income of BancGroup and subsidiaries on a historical basis for
the six months ended June 30, 2001 and 2000 and for the years ended December
31, 2000, 1999, and 1998, (ii) the (unaudited) condensed consolidated
statements of income for Manufacturers for the six months ended June 30, 2001
and 2000 and for the years ended December 31, 2000, 1999, and 1998, (iii)
adjustments to give effect to the completed pooling-of interests method
business combination with Manufacturers and (iv) the (unaudited) pro forma
statements of income of BancGroup and subsidiaries as if such business
combination had occurred on January 1, 1998.

These (unaudited) pro forma statements should be read in conjunction with
the accompanying notes and the separate consolidated statements of income of
BancGroup and subsidiaries, incorporated by reference herein. The pro forma
information provided may not necessarily be indicative of future results.

Six Months Ended June 30, 2001

Consolidated Manufacturers Adjustments/ Pro Forma
Colonial BancGroup BancShares (Deductions) Combined Total

Interest Income......... S 461,981 S 11,211 S S 473,192
Interest Expense........ 260,188 5,308 265,496

Net Interest Income... 201,793 5,903 —— 207,696
Loan Loss Provision..... 16,897 45 16,942
Net Interest Income

After Loan Loss

Provision.............. 184,896 5,858 - 190,754
Noninterest Income...... 42,312 728 43,040
Noninterest Expense..... 135,751 4,490 140,241
Income From Continuing

Operations Before

Income TaXeS..ueeeeoeeons 91,457 2,096 —— 93,553
Income TaX...oeueeoeeeeneoo 32,925 777 —— 33,702
Income from Continuing

Operations............. $ 58,532 S 1,319 $—— $ 59,851

Average Basic Shares
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Outstanding............ 110,594,000 2,513,858 114,616,173

Average Diluted Shares

Outstanding............ 111,554,000 2,704,251 115,880,802
Earnings from Continuing

Operations Per Share

BaSiCiue e iieieenns $ 0.53 $ 0.52 $ 0.52
Diluted............... $ 0.53 S 0.49 $ 0.52
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Six Months Ended June, 2000

Consolidated Manufacturers Adjustments/ Pro Forma
Colonial BancGroup BancShares (Deductions) Combined Total

Interest Income......... S 431,900 S 9,732 S S 441,632
Interest Expense........ 235,253 4,462 239,715

Net Interest Income... 196,647 5,270 - 201,917
Loan Loss Provision..... 12,961 70 13,031
Net Interest Income

After Loan Loss

Provision.............. 183,686 5,200 - 188,886
Noninterest Income...... 36,957 751 37,708
Noninterest Expense..... 125,099 3,793 128,892
Income From Continuing

Operations Before

Income TaXeS..uee'eoeeons 95,544 2,158 —— 97,702
Income TaX...oeeeeeoeneon 34,888 904 —— 35,792
Income from Continuing

Operations............. $ 60,656 S 1,254 $—— $ 61,910
Average Basic Shares

Outstanding............ 111,249,000 2,501,284 115,251,054

Average Diluted Shares

Outstanding............ 112,015,000 2,778,872 116,461,195
Earnings from Continuing

Operations Per Share

Year Ended December 31, 2000

Consolidated Manufacturers Adjustments/ Pro Forma
Colonial BancGroup BancShares (Deductions) Combined Total

Interest Income......... S 897,761 S 20,343 S S 918,104
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Interest Expense........ 507,870 9,597 517,467
Net Interest Income... 389,891 10,746 —— 400, 637
Loan Loss Provision..... 29,680 95 29,775

Net Interest Income
After Loan Loss

Provision.............. 360,211 10,651 - 370,862
Noninterest Income...... 75,299 1,550 76,849
Noninterest Expense..... 249,982 7,732 257,714

Income From Continuing

Operations Before

Income TaXeS..ueeeeoeeonn 185,528 4,469 —— 189,997
Income TaX...eeeoeeoueeon 67,732 1,824 —— 69,556

Income from Continuing
Operations............. $ 117,796 S 2,645 $—— $ 120,441

Average Basic Shares
Outstanding............ 110,761,000 2,500,681 114,762,090

Average Diluted Shares

Outstanding............ 111,472,000 2,756,731 115,882,770
Earnings from Continuing

Operations Per Share

BASICiI e eeeineeennnn $ 1.06 S 1.06 $ 1.05
Diluted............... $ 1.06 S 0.96 $ 1.04
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Year Ended December 31, 1999

Consolidated Manufacturers Adjustments/ Pro Forma
Colonial BancGroup BancShares (Deductions) Combined Total

Interest Income......... S 750,828 S 15,210 S S 766,038
Interest Expense........ 378,406 6,486 384,892

Net Interest Income... 372,422 8,724 —= 381,146
Loan Loss Provision..... 28,707 470 29,177
Net Interest Income

After Loan Loss

Provision.............. 343,715 8,254 - 351,969
Noninterest Income...... 74,087 1,254 75,341
Noninterest Expense..... 233,539 6,376 239,915
Income From Continuing

Operations Before

Income TaXeS..ueeeeoeeonn 184,263 3,132 —— 187,395
Income TaX...eeeeoeeoeean 68,193 1,167 —— 69,360

Income from Continuing
Operations............. S 116,070 S 1,965 S$—— S 118,035
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Average Basic Shares
Outstanding............ 111,678,000 2,438,138 115,579,021

Average Diluted Shares

Outstanding............ 113,252,000 2,731,588 117,622,541
Earnings from Continuing

Operations Per Share

Year Ended December 31, 1998

Consolidated Manufacturers Adjustments/ Pro Forma
Colonial BancGroup BancShares (Deductions) Combined Total

Interest Income......... S 664,645 S 11,810 S S 676,455
Interest Expense........ 334,444 5,320 339,764

Net Interest Income... 330,201 6,490 —— 336,691
Loan Loss Provision..... 26,345 1,166 27,511
Net Interest Income

After Loan Loss

Provision.............. 303,856 5,324 - 309,180
Noninterest Income...... 58,952 1,292 60,244
Noninterest Expense..... 259,374 4,684 264,058
Income From Continuing

Operations Before

Income TaXeS..ueeeeoeeonn 103,434 1,932 —— 105, 366
Income TaX...oeeeeeeeneoo 37,790 737 —— 38,527
Income from Continuing

Operations............. S 65, 644 S 1,195 S—— S 66,839
Average Basic Shares

Outstanding............ 110,062,000 2,401,984 113,905,174

Average Diluted Shares

Outstanding............ 112,431,000 2,695,434 116,743,694
Earnings from Continuing

Operations Per Share

BaSiCiue i iieiennnnns $ 0.60 $ 0.50 $ 0.59
Diluted............... $ 0.59 S 0.44 $ 0.57
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THE COLONIAL BANCGROUP AND SUBSIDIARIES
SELECTED FINANCIAL AND OPERATING INFORMATION

The following tables present certain financial information for BancGroup on
a historical basis and pro forma basis. The first table presents historical and
pro forma information for the six months ended June 30, 2001 and 2000. The
second table presents historical and pro forma income statements for the years
ended December 31, 2000, 1999, and 1998 as well as historical information for
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the years ended December 31, 1997 and 1996. The final table presents pro forma
and historical statements of condition as of June 30, 2001 as well as
historical statements for the years ended December 31, 2000, 1999, 1998, 1997,
and 1996.

The pro forma information includes consolidated BancGroup and subsidiaries
and Manufacturers Bancshares, Inc. The pro forma balance sheet data gives
effect to the combination as if it had occurred June 30, 2001 and the pro forma
operating data gives effect to the combination as if it had occurred at the
beginning of the earliest period presented.

The following selected financial information should be read in conjunction
with the discussion set forth in "Management Discussion and Analysis of
Financial Condition and Results of Operations," and all financial statements
included elsewhere in this Prospectus and incorporated by Reference. The pro
forma information provided below may not be indicative of future results.

Six Months Ended June 30,

BancGroup BancGroup BancGroup BancGroup
Pro Forma Pro Forma Historical Historical
2001 2000 2001 2000

(In thousands, except per share data)

Statement of income:

Interest INCOME. .. vttt ittt eeennnnn $473,192 $441,632 $461,981 $431,900
Interest exXpPense. ...t eeeeeeen.. 265,496 239,715 260,188 235,253
Net interest income................. 207,696 201,917 201,793 196,647
Provision for loan losseS........... 16,942 13,031 16,897 12,961

Net interest income after provision

for loan 10SSES. ..ttt innennnnnneens 190,754 188,886 184,896 183,686
Noninterest income............ouo... 43,040 37,708 42,312 36,957
Noninterest expense..........ceeee... 140,241 128,892 135,751 125,099

Income from continuing operations

before income taxes...........o.... 93,553 97,702 91,457 95,544
Applicable income taxes............. 33,702 35,792 32,925 34,888
Income from continuing operations... ;_;;:égl ;_;1:;16 __;é:;;; __;gjg;g
Discontinued operations:(l).....o. . —— (4,699)
Net nCOME. .. e\ .oveeeeseeneeises. 558,592 § 55,957

Earnings per common share: (2)
Income from continuing operations
(net of taxes):

BasSiC. ittt e e e e e e 114,616 115,251 110,594 111,249
Diluted. ..ottt i e 115,881 116,461 111,554 112,015
Cash dividends per common share:.... $ 0.24 s 0.22 S 0.24 $ 0.22
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Statement of income:
Interest income
Interest expense

Net interest income
Provision for loan
losses

Net interest income
after provision for
loan losses

Noninterest income

Noninterest expense(3)..

Income from continuing
operations before
income taxes

Applicable income

Income from continuing
operations...........
Discontinued

operations: (1)

Net income............

Earnings per common
share: (2)

Income from continuing
operations (net of
taxes) : (1)

Average shares
outstanding:

Cash dividends per
common share: (2)

In December 2000,
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Year Ended December 31,

Year Ended December 31,

BancGroup BancGroup BancGroup BancGroup BancGroup
Pro Forma Pro Forma Pro Forma Historical Historical Historical Historic

BancGroup BancGrou

2000 1999 1998 2000 1999 1998 1997
(In thousands, except per share data)

.. $918,104 $766,038 $676,455 $897,761 $750,828 $664,645 $571, 93
.. 517,467 384,892 339,764 507,870 378,406 334,444 280,26
.. 400,637 381,146 336,691 389,891 372,422 330,201 291, 66
.. 29,775 29,177 27,511 29,680 28,707 26,345 16,32
.. 370,862 351,969 309,180 360,211 343,715 303,856 275, 34
.. 76,849 75,341 60,244 75,299 74,087 58,952 49,62

257,714 239,915 264,058 249,982 233,539 259,374 201,03
.. 189,997 187,395 105, 366 185,528 184,263 103,434 123,94
.. 69,556 69,360 38,527 67,732 68,193 37,790 44,71
.. $120,441 $118,035 $ 66,839 117,796 116,070 65,644 79,22
.. (5,065) 3,527 (10,448) 11,13
.. $112,731 $119,597 $ 55,196 $ 