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Report of Independent Accountants

To the Participants and Administrative Committee of
The Colonial BancGroup 401(k) Plan

In our opinion, the accompanying statements of net assets available for benefits and the related statements
of changes in net assets available for benefits present fairly, in all material respects, the net assets
available for benefits of The Colonial BancGroup 401(k) Plan (the "Plan") at December 31, 2002 and
2001, and the change in net assets available for benefits for the year ended December 31, 2002, in
conformity with accounting principles generally accepted in the United States of America. These financial
statements are the responsibility of the Plan's management; our responsibility is to express an opinion on
these financial statements based on our audits. We conducted our audits of these statements in accordance
with auditing standards generally accepted in the United States of America which require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, and evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The supplemental schedule of the Plan is presented for the purpose of additional analysis and
is not a required part of the basic financial statements but is supplementary information required by the
Department of Labor's Rules and Regulations for Reporting and Disclosure under the Employee
Retirement Income Security Act of 1974. This supplemental schedule is the responsibility of the Plan's
management. The supplemental schedule has been subjected to the auditing procedures applied in the
audits of the basic financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.
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June 5, 2003

PricewaterhouseCoopers LLP



December 31, 2002 and 2001

. The Colonial BancGroup 401(k) Plan
Statements of Net Assets Available for Benefits

Assets
Investments at fair value (Note 4)

Cash, noninterest-bearing
Contributions receivable
Employees
Employer
Dividends receivable
Net assets available for benefits

2002 2001
$ 45,420,105 § 45,934,640
211,549 231,213
264,556 182,029
97,719 66,316
21,288
$ 46,015,217 § 46,414,198

The accompanying notes are an integral part of these financial statements.
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. The Colonial BancGroup 401(k) Plan
Statement of Changes in Net Assets Available for Benefits
For the Year Ended December 31, 2002 _

Additions
Dividend and interest income
Contributions

Employees

Employer

Employee rollover proceeds

Total additions

Deductions

Administrative expenses
Net depreciation in fair value of investments (Note 4)

Benefits
Total deductions

Net decrease

Net assets available for benefits
Beginning of year
End of year

§ 1,385,065

5,994,191
2,364,440
1,026,382

10,770,078

76,367
6,684,224
4,408,468

11,169,059

(398,981)

46,414,198

$ 46,015,217
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The Colonial BancGroup 401(k) Plan

‘Notes to Financial Statements

For the Year Ended December 31, 2002

1.

Description of Plan

The Coloniai BancGroup 401(k) Plan (the “Plan”) is a salary reduction profit sharing plan sponsored
by The Colonial BancGroup, Inc. and its subsidiaries (collectively "BancGroup") to provide benefits to
their employees. The Charles Schwab Trust Company (“Charles Schwab”) serves as the Plan's trustee.

Participants should refer to the Plan agreement for more complete information regarding vesting,
benefits, and other plan provisions.

Eligibility and Participation
Each employee of BancGroup who works at least 20 hours per week, shall be eligible to become a
participant on the first day of the month coinciding with or next following the completion of three

months of eligibility service.

Employee Contributions
Under the Plan, the amount of salary reduction for any plan year shall be no less than one percent of the

participant's compensation nor greater than seventy percent of the participant's compensation. The
amount of the salary reduction will be remitted by BancGroup to the Plan's trust at the end of each pay
period. For 2002, the maximum employee contribution allowable by the Internal Revenue Code,
excluding catch-up contribution provisions, was $11,000. The maximum catch-up contribution for

2002 was $1,000.

Employee Rollover Contributions
Employees may roll other funds from a prior employer’s qualified retirement plan or certain IRAs into

the Plan. The funds must be rolled into the Plan within 60 days after the funds are received from the
other qualified plan.

Employer Contributions :
For each participant who made a contribution during the Plan year, BancGroup shall also make an

employer matching contribution equal to fifty percent of the participant's salary reduction contribution,
limited to a maximum of three percent of the participant's compensation.

Also, BancGroup may contribute to the Plan for each plan year a discretionary contribution, which
shall be in addition to the employer matching contribution. The amount of such discretionary
contribution, if any, for any plan year shall be determined by the Board of Directors of BancGroup. No
discretionary contributions were made during the year ended December 31, 2002.

Investment Options ‘
Participants direct the investment of both the salary reduction contributions and employer matching and

discretionary contributions into various mvestment options offered by the Plan. The Plan currently
offers six mutual funds, one money market fund, and BancGroup common stock as investment options

for participants.

Forfeitures
The non-vested portion of a terminated employee's account balance shall be forfeited and used to

reduce BancGroup's employer contributions otherwise payable for the plan year in which such
forfeitures arise or for any succeeding plan year. The amounts that were available for use were
$178,690 and $94,897 for the years ended December 31, 2002 and 2001, respectively.



The Colonial BancGroup 401(k) Plan
' Notes to Financial Statements
For the Year Ended December 31, 2002

Termination of Plan
While it is the intention of BancGroup to continue the Plan indefinitely, BancGroup reserves the right

~ to reduce, suspend, or discontinue contributions to the Plan or to terminate the Plan at any time by vote
* of its Board of Directors. Upon such termination of the Plan, the interest of each participant will be
distributed to the participant or beneficiary at the time prescribed by the Plan agreement and the Tax

Code.

Participant Loans
Participants may borrow from their fund accounts a minimum of $1,000 up to a maximum equal to the

lesser of $50,000 or 50 percent of their vested account balance. Loan transactions are treated as
transfers between the investment fund and the participant loan fund. Loan terms may not exceed five
years. The loans are secured by the balance in the participant’s account and bear interest at a fixed rate
of the Colonial BancGroup prime rate plus 1 percent. At December 31, 2002, the interest rates ranged
from 5.25 percent to 10.5 percent and ranged from 6.0 percent to 10.5 percent at December 31, 2001.

2. Benefits

Termination of Employment
Any benefits payable to a participant whose employment with BancGroup has terminated for any

reason other than death or disability shall be distributed to the participant as follows: (1) if the value of
benefits is not greater than $5,000, the distribution shall be in a lump-sum payment, or (2) if the value
of benefits is greater than $5,000, the distribution shall, at the election of the participant, be received as
of any valuation date on or after the termination date, but not later than age 65.

Disability

A participant that incurs a disability will become fully vested in the employer matching account and
discretionary contribution account regardless of age and years of service. The vested account balances
may be received, in the form of a lump-sum payment, as of any valuation date on or after the

termination date, but no later than age 65.

Death :
In the event of a participant’s death, account balances become fully vested and immediately payable, in

the form of a lump-sum payment, to the surviving spouse or properly designated non-spouse

beneficiary.

Vesting :
A participant's interest in the salary reduction account shall at all times be fully vested and

nonforfeitable. A participant’s interest in the employer matching and discretionary contributions shall
be fully vested and nonforfeitable upon the occurrence of any of the following events: death, disability,
or attainment of normal retirement date while in the service of BancGroup, termination of the Plan, or
complete discontinuance of all employer matching and discretionary contributions. Prior to the
occurrence of any of the preceding events, the vested interest in employer matching and discretionary
contributions shall be determined in accordance with the following vesting schedule:




The Colonial BancGroup 401(k) Plan
" Notes to Financial Statements
For the Year Ended December 31, 2002

Vesting

Years of Service Percentage
Less than 1 year 0%
1 year 20%
2 years 40%
3 years 60%
4 years 80%

100%

5 years or more

3. Summary of Significant Accounting Policies

General _ .
The Plan is on the accrual method of accounting and the financial statements have been prepared in

accordance with accounting principles generally accepted in the United States of America.

Risks and Uncertainties ‘
The Plan provides for various investment options in any combination of stocks, mutual funds, and other

investment securities. Generally, all investments are exposed to various risks, such as interest rate,
market and credit risks. Due to the level of risk associated with certain investments and the level of
uncertainty related to changes in the value of investments, it is at least reasonably possible that changes
in risks in the near term could materially affect participants’ account balances, and the amounts
reported in the statements of net assets available for benefits and the statement of changes in net assets

available for benefits.

Valuation of Investments
Investments are stated at fair value. Investments in money market funds, mutual funds, and BancGroup

common stock are valued at the last quoted market price on the last business day of the year; securities
traded in the over-the-counter market are valued at the latest bid price from published sources (Note 4).
Participant loans are valued at cost, which approximates fair value. The Plan presents in the statement
of changes in net assets available for benefits the net appreciation (depreciation) in the fair value of its
investments which consists of the realized gains or losses and the unrealized appreciation
(depreciation) on those ivestments.

Purchases and sales of securities are reflected as of the settlement date. Gain or loss on sales of
securities is determined using the average cost of securities sold. Interest income from investments is
recorded when earned. Dividend income is recorded on the ex-dividend date.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
amounts reported in the financial statements and accompanying notes. Actual results could differ from

those estimates.




The Colonial BancGroup 401(k) Plan
Notes to Financial Statements
For the Year Ended December 31, 2002

4. Investments

Investment information at December 31, 2002 and 2001, and for the year ended December 31, 2002, is

* ¥ ¥ ¥ ¥

as follows:
: Fair Value
Name and Title of Issuer 2002 2001
The Colonial BancGroup, Inc. Common Stock ) $17,442,661 * § 18,940,482
American Century Income & Growth Fund 5,142,333 * 6,240,734
Charles Schwab Institutional Advantage Money Fund 3,857,800 * 3,119,151
Dodge & Cox Balanced Fund 7,421,405 * 7,160,330
Dreyfus Appreciation Fund 3,492,735 * 3,370,154
American AAdvantage International Equity Fund 791,479 733,459
Manager's Special Equity Fund 3,415,492 * 3,805,066
PIMCO Total Return Fund 2,620,671 * 1,581,235
Participant Loans 1,235,529 984,029
$45,420,105 $ 45,934,640
Dividend and interest income § 1,385,065 $ 1,402,370
Net (depreciation) appreciation in the fair value of investments $ (6,684,224) $ 3,532,325

* Represents 5 percent or more of the Plan's net assets available for benefits at December 31, 2002 and
- 2001, respectively.

The Plan’s investments (including investments bought and sold, as well as those held during the year)
-had net depreciation in fair value of $6,684,224 during the year ended December 31, 2002, as follows:

$ (3,016,305)
(3,667,919)

$ (6,684,224)

Mutual funds
Common stock

5. Income Tax Status

The Plan obtained its latest determination letter on May 10, 2002, in which the Internal Revenue
Service stated that the Plan, as then designed, was in compliance with the applicable requirements of
the Internal Revenue Code. The plan administrator and the Plan's tax counsel believe that the Plan
continues to qualify and operate as designed. Therefore, no provision for income taxes has been
included in the Plan's financial statements.
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The Colonial BancGroup 401(k) Plan

" Notes to Financial Statements

For the Year Ended December 31, 2002

6. Related Party Transactions

BancGroup paid administrative expenses on behalf of the Plan, including legal, trust, administrative, -
and accounting fees of approximately $280,000 for the year ending December 31, 2002.

For the year ended December 31, 2002, the Plan recognized dividend income of approximately
$715,000 on its investment in The Colonial BancGroup, Inc. common stock.

For investment purposes, the Plan purchased $1,768,977 and $2,199,054, and liquidated $1,625,000
and $2,192,200 of The Colonial BancGroup, Inc. common stock for the years ended December 31,
2002 and 2001, respectively.



The Colonial BancGroup 401(k) Plan
Schedule-of Assets (Held at End of Year)

December 31, 2002

Identity of Issuer, Borrower
Lessor, or Similar Party

*  The Colonial BancGroup, Inc.
American Century

*  Charles Schwab

Dodge & Cox

Dreyfus

American AAdvantage
*  Charles Schwab

PIMCO

Participant Loans

* Denotes a party-in-interest.

** Cost information has not been included as all investments are participant-directed.

c.

Description of Investment
Including Maturity Date, Rate of Interest,
Collateral, Par Value, or Maturity Value

1,462,084 shares, common stock »
236,537.849 shares, American Century
Income and Growth Fund, Mutual Fund
3,857,799.730 shares, Charles Schwab
Institutional Advantage Money Fund,
Money Market Fund

122,163.061 shares, Dodge & Cox Balanced
Fund, Mutual Fund

111,946.628 shares, Dreyfus Appreciation
Fund, Mutual Fund

‘ 66,679.093 shares, American AAdvantage

International Equity Fund

62,009.687 shares, Manager's Special
Equity Fund, Mutual Fund
245,611.222 shares, PIMCO Total Return
Fund, Mutual Fund
Various maturities and rates ranging from
5.25% t0 10.50%.

Current
Cost ** Value

$ 17,442,661

5,142,333

3,857,800

7,421,405

3,492,735

791,479

3,415,492

2,620,671

1,235,529
$ 45,420,105



