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EXCHANGE ACT OF 1934
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OR
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For the transition period to

Commission File No. 1-10160
UNION PLANTERS CORPORATION
(Exact name of registrant as specified in its charter)

Tennessee 62-0859007

(State of incorporation) (IRS Employer Identification No.)

Union Planters Corporation
6200 Poplar Avenue
Memphis, Tennessee 38119

(Address of principal executive offices)
Registrant s telephone number, including area code: (901) 580-6000
SECURITIES REGISTERED PURSUANT TO SECTION 12(b) OF THE ACT:
Common Stock having a par value of $5 per New York Stock Exchange

share and associated Preferred Share
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SECURITIES REGISTERED PURSUANT TO SECTION 12(g) OF THE ACT:

8% Cumulative, Convertible Preferred Stock, Series E having a stated value of $25 per share
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Sections 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirement for the past 90 days.

Yes b No o
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of the registrant s knowledge, in definitive proxy or information
statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. p

Indicate by check mark whether the registrant is an accelerated filer (as defined in Rule 12b-2 of the Act). Yes p No o

The aggregate market value of the voting and non-voting common stock held by nonaffiliates of the registrant at
June 30, 2003 was approximately $6,091,668,289

INDICATE THE NUMBER OF SHARES OUTSTANDING OF EACH OF THE
REGISTRANT S CLASSES OF COMMON STOCK

CLASS OUTSTANDING AT FEBRUARY 29, 2004
Common Stock having a par value of 189,349,039
$5 per share

DOCUMENTS INCORPORATED BY REFERENCE
Certain parts of the Definitive Proxy Statement for the 2004 Annual Meeting of Union Planters Shareholders are
incorporated into Part III of Form 10-K.
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Part I
Item 1. Business
General
Union Planters Overview

Union Planters Corporation (Union Planters or the Company), headquartered in Memphis, Tennessee, is the largest
bank holding company headquartered in Tennessee and is among the 30 largest bank holding companies based in the
United States, with $31.91 billion in total assets at December 31, 2003. Union Planters Bank, National Association
(Union Planters Bank or UPB), the principal banking subsidiary, was founded in 1869 and operates in 12 states:
Alabama, Arkansas, Florida, Illinois, Indiana, lowa, Kentucky, Louisiana, Mississippi, Missouri, Tennessee and
Texas. Union Planters offers a full range of commercial and consumer financial solutions through a network of 717
banking offices, 925 ATMs and the resources of specialized business units and subsidiaries. Trust services include
investment management, personal trust services, employee benefit administration and proprietary mutual funds.
Investment and insurance services include annuities, brokerage, life insurance, home and auto insurance, commercial
property and casualty insurance, crop and hail insurance, environmental insurance and title insurance. Union Planters
provides a full range of mortgage products through Union Planters banking centers and a network of mortgage
production offices. Capital Factors, Inc. (Capital Factors), based in Boca Raton, Florida, provides receivable-based
commercial financing and related fee-based credit, collection and management information services. Capital Factors
has regional offices in Atlanta, Georgia; Charlotte, North Carolina; Dallas, Texas; Los Angeles, California; New
York, New York; and an office specializing in financing to the rental car industry in San Ramon, California. Strategic
Outsourcing, Inc. (SOI), based in Charlotte, North Carolina, provides professional employment services such as
payroll administration, tax reporting, compliance, workers compensation, insurance and benefits management.

Information about Union Planters business segments and nonbanking lines of business is contained under (and
incorporated by reference to) the headings Union Planters Overview and Noninterest Income under the heading

Management s Discussion and Analysis of Results of Operations and Financial Condition Business Segment Review
in Part II, Item 7, and in Note 21 to the consolidated financial statements, in Part II, Item 8, beginning on pages 24 and
79, respectively.

Union Planters completed one acquisition in 2001 and none in 2002 or 2003. Information about the banking
organization acquired since January 1, 2001, its asset size and the consideration paid is included in (and incorporated
by reference to) the table titled Acquisitions Completed Since January 1, 2001 under the heading Management s
Discussion and Analysis of Results of Operations and Financial Condition in Part II, Item 7, and in Note 2 to the
consolidated financial statements in Part II, Item 8. Reference is also made to the Recent Developments and
Management Initiatives discussion in Part II, Item 7 and Note 24 to the consolidated financial statements in Part II,
Item 8 for information regarding the pending merger agreement, dated January 22, 2004, between Union Planters and
Regions Financial Corporation.

Competition

Union Planters and its subsidiaries operate in a highly competitive environment. They compete with other bank
holding companies and banks, thrift institutions, credit unions, and money market and other mutual funds for deposits
and other sources of funds. In addition, they compete with a variety of other financial service providers, such as
finance companies, mortgage loan companies, leasing companies, merchant banks, insurance companies and
brokerage firms. Many of these competitors are not subject to the same regulatory restrictions as are bank holding
companies and banks, such as Union Planters and its bank subsidiaries. As a result, they may have a competitive
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advantage over Union Planters.

Supervision and Regulation

General

As a registered bank holding company, Union Planters is subject to the regulation and supervision of the Federal
Reserve Board under the Bank Holding Company Act of 1956 (BHCA). Each of Union Planters banking subsidiaries
is a member of the Federal Deposit Insurance Corporation (the FDIC) and, as such, their deposits are insured by the

FDIC to the maximum extent provided by law.

Union Planters currently has two banking subsidiaries, the principal subsidiary being Union Planters Bank, a national
banking

Table of Contents 7



Edgar Filing: UNION PLANTERS CORP - Form 10-K

Table of Contents

association which is subject to supervision and examination by the Office of the Comptroller of the Currency (the
Comptroller) and the FDIC. The state bank subsidiary of Union Planters is subject to supervision and examination by
the FDIC and the Tennessee Department of Financial Institutions. Union Planters banking subsidiaries are subject to
an extensive system of banking laws and regulations that are intended primarily for the protection of their customers
and depositors. These laws and regulations include requirements to maintain reserves against deposits, restrictions on
the types and amounts of loans and other extensions of credit that may be granted and the interest that may be charged
thereon, and limitations on the types of investments that may be made, as well as the types of services that may be
offered. Various consumer laws and regulations also affect the operations of the banking subsidiaries. In addition to
the impact of regulation, the banking subsidiaries are affected significantly by the actions of the Federal Reserve
Board as it attempts to control the money supply and credit availability in order to influence the economy. Set forth
below are brief descriptions of selected laws and regulations applicable to Union Planters and its subsidiaries. The
references are not intended to be complete and are qualified in their entirety by reference to the statutes and
regulations. Changes in an applicable law or regulation could have a material effect on the business of Union Planters.

Nonbanking subsidiaries of Union Planters are also subject to regulation by other federal and state agencies. The
nonbank subsidiaries engaged in insurance activities are subject to regulation by the insurance departments in the

states in which they conduct business. Union Planters registered broker-dealer subsidiary is regulated by the Securities
and Exchange Commission, among others, and is subject to the rules and regulations of the National Association of
Securities Dealers, Inc., a securities industry self-regulatory organization. Union Planters registered investment
adviser is subject to regulation by the Securities and Exchange Commission and requirements imposed under the
Investment Advisers Act of 1940 that are intended to benefit clients of investment advisers and shareholders in mutual
funds rather than holders of Union Planters securities.

Acquisitions and Mergers

Under the BHCA, Union Planters must obtain the prior approval of the Federal Reserve Board before it may acquire
all or substantially all of the assets of any bank, acquire direct or indirect ownership or control of more than 5% of the
voting shares of any bank, or merge or consolidate with any other bank holding company. The BHCA also restricts
Union Planters ability to acquire direct or indirect ownership or control of 5% or more of any class of voting shares of
any nonbanking corporation, as discussed below. The BHCA further provides that the Federal Reserve Board may not
approve any transaction that would result in a monopoly or would be in furtherance of any combination or conspiracy
to monopolize or attempt to monopolize the business of banking in any region of the United States, or the effect of
which may be substantially to lessen competition or to tend to create a monopoly in any section of the country, or that
in any other manner would be in restraint of trade, unless the anticompetitive effects of the proposed transaction are
clearly outweighed by the public interest in meeting the convenience and needs of the community to be served. The
Federal Reserve Board is required to consider the financial and managerial resources and future prospects of the bank
holding companies and banks concerned and the convenience and needs of the community to be served. Consideration
of financial resources generally focuses on capital adequacy. Consideration of convenience and needs issues includes
the parties performance under the Community Reinvestment Act of 1977 (the CRA), as amended. Under the CRA, all
financial institutions have a continuing and affirmative obligation consistent with safe and sound operation to help
meet the credit needs of their entire communities, including low-to-moderate income neighborhoods. Based on their
most recent CRA compliance examinations, Union Planters subsidiary banks and federal savings bank have all
received at least a satisfactory CRA rating.

Impact of the Gramm-Leach-Bliley Act
The Gramm-Leach-Bliley Act allows banking organizations, such as Union Planters, to be affiliated with insurance

organizations and securities firms. An eligible bank holding company may elect to be treated as a financial holding
company, and, as such, it may engage in financial activities (activities that are financial in nature, such as insurance
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and securities underwriting and dealing activities) and activities the Federal Reserve Board determines to be
complementary to financial activities which do not pose a substantial risk to the safety or soundness of depository
institutions or the financial system generally. To be eligible to elect the status of a financial holding company, all of
the depository institution subsidiaries of the bank holding company must meet the requirements of their regulators to
be considered well managed and well capitalized and have a CRA rating of at least satisfactory. Bank holding
companies that do not elect the status of a financial holding company may continue to engage in and own companies
conducting nonbanking activities which had been determined by Federal Reserve Board order or regulation prior to
the Gramm-Leach Bliley Act, to be so closely related to banking or managing and controlling banks as to be a proper
incident thereto.

The Federal Reserve Board and the Treasury Secretary determine what activities qualify as financial in nature and
have adopted regulations identifying certain activities as financial in nature or incidental to financial activities, as well
as the procedures that
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allow a financial holding company to request the Board s approval to conduct an activity that is complementary to a
financial activity. A financial holding company is not required to obtain prior Federal Reserve Board approval in order
to engage in the financial activities identified in the Act or the Federal Reserve Board regulations, other than in
connection with an acquisition of a thrift institution. However, a financial holding company cannot commence, or
acquire, any new financial activities if one of its depository institution subsidiaries receives a less than satisfactory
CRA rating. If any of a financial holding company s depository institution subsidiaries ceases being well capitalized or
well managed and compliance is not achieved within 180 days, a financial holding company may be forced to divest

its depository institutions.

Subject to certain exceptions, national banks, such as Union Planters principal subsidiary, Union Planters Bank, are
able to engage in financial activities through separate subsidiaries. Conducting financial activities through a bank
subsidiary can impact capital adequacy, and restrictions apply to affiliate transactions between the bank and its
financial subsidiary. Under the financial modernization legislation, the banking regulators, the Securities and
Exchange Commission, state securities regulators and organizations, and the state insurance regulators functionally
regulate the banking, securities and insurance activities of financial organizations.

The Gramm-Leach-Bliley Act contains a number of other provisions that affect Union Planters operations and the
operations of all financial institutions, including consumer privacy protections, which allow financial institutions to
disclose nonpublic personal financial information to third parties only after customers have had the opportunity to opt
out of such disclosures.

Union Planters meets the eligibility requirements to elect the status of a financial holding company, but has not elected
such status.

Interstate Banking

Under the Riegle-Neal Interstate Banking and Branching Efficiency Act of 1994 (the Interstate Act), Union Planters
and any other bank holding company may acquire a bank located in any state, subject to certain deposit-percentage
limitations, aging requirements and other restrictions. The Interstate Act generally permits a bank to conduct interstate
branching through acquisitions of banks in other states, unless the state in question adopted legislation prior to June 1,
1997 to opt-out of interstate banking. Management anticipates that substantially all of Union Planters banking
subsidiaries will ultimately be merged with and into UPB to the extent allowed by law.

The Interstate Act also permits a bank to establish de novo branches in another state to the extent de novo interstate
branching is expressly permitted by the laws of that state.

Capital

The Federal Reserve Board has adopted risk-based capital guidelines for bank holding companies. The minimum
guideline for the ratio (Risk-Based Capital Ratio) of total capital (Total Capital) to risk-weighted assets (including
certain off-balance-sheet commitments such as standby letters of credit) is 8%. At least one-half of Total Capital must
be composed of Tier 1 Capital which generally consists of common shareholders equity, minority interests in the
equity accounts of consolidated subsidiaries, noncumulative perpetual preferred stock, a limited amount of cumulative
perpetual preferred stock and certain nonfinancial equity investments, less goodwill and certain other intangible
assets. The remainder, denominated Tier 2 Capital, generally consists of limited amounts of subordinated debt,
qualifying hybrid capital instruments, other preferred stock, loan loss reserves and unrealized gains on certain equity
securities.
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In addition, the Federal Reserve Board has established minimum leverage ratio guidelines for bank holding

companies. These guidelines provide for a minimum ratio of Tier 1 Capital to average total assets less goodwill
(Leverage Ratio) of 3% for bank holding companies that meet certain specified criteria, including those having the
highest regulatory rating. All other bank holding companies generally are required to maintain a Leverage Ratio of at
least 4%. The guidelines also provide that bank holding companies anticipating or experiencing internal growth or
making acquisitions are expected to maintain strong capital positions substantially above the minimum supervisory
levels without significant reliance upon intangible assets. Furthermore, the Federal Reserve Board has indicated that it
will consider a tangible Tier 1 Leverage Ratio (after deducting all intangibles) and other indicia of capital strength in
evaluating proposals for expansion or new activities.

All of Union Planters banking subsidiaries are subject to Risk-Based and Leverage Capital Ratio requirements
adopted by their respective federal regulators, which are substantially similar to those adopted by the Federal Reserve
Board. Each of Union Planters banking subsidiaries satisfied the minimum capital requirements applicable to it and
had the capital levels required to
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qualify as a well-capitalized institution under the prompt corrective action provisions discussed below. A bank s
capital classifications may have an influence on a bank s business activities. For example, under regulations adopted
by the FDIC governing the receipt of brokered deposits, a bank may not lawfully accept, roll over or renew brokered
deposits unless either (i) it is well capitalized or (ii) it is adequately capitalized and receives a waiver from the FDIC.
Applicable capital and ratio information for Union Planters and UPB is contained in Note 13 to the consolidated
financial statements in Part II, Item 8, which is incorporated herein by reference. Neither Union Planters nor any of its
banking subsidiaries has been advised by any federal banking agency of any specific minimum capital ratio
requirement applicable to it.

Prompt Corrective Action

The Federal Deposit Insurance Corporation Improvement Act of 1991 (FDICIA) and the joint regulations thereunder
adopted by the federal banking agencies require the banking regulators to take prompt corrective action if depository
institutions do not meet their minimum capital requirements. A depository institution is considered to be significantly
undercapitalized if it has a Total Capital Ratio of less than 6.0%; a Tier I Capital ratio of less than 3.0%; or a Leverage
Ratio of less than 3.0%. An institution that has a tangible equity capital to assets ratio equal to or less than 2.0% is
deemed to be critically undercapitalized. Tangible equity includes core capital elements counted as Tier 1 Capital for
purposes of the risk-based capital standards, plus the amount of outstanding cumulative perpetual preferred stock
(including related surplus), minus all intangible assets, with certain exceptions.

The appropriate federal banking agency may, under certain circumstances, reclassify a well capitalized insured
depository institution as adequately capitalized. The appropriate agency is also permitted to require an adequately
capitalized or undercapitalized institution to comply with the supervisory provisions as if the institution were in the
next lower category (but not treat a significantly undercapitalized institution as critically undercapitalized) based on
supervisory information other than the capital levels of the institution. An institution may be reclassified if the
appropriate federal banking agency determines (after notice and opportunity for hearing) that the institution is in an
unsafe or unsound condition or deems the institution to be engaging in an unsafe or unsound practice.

Dividend Restrictions

Union Planters is a legal entity separate and distinct from its banking, thrift and other subsidiaries. Union Planters
principal sources of cash flow (including cash flow to pay dividends to shareholders, on a parent company only basis)
are dividends paid to Union Planters by its subsidiaries. The right of Union Planters, and consequently the rights of
creditors and shareholders of Union Planters, to participate in any distribution of the assets or earnings of any
subsidiary through the payment of such dividends, or otherwise, is necessarily subject to the prior claims of creditors
of the subsidiary (including depositors, in the case of banking subsidiaries), except to the extent that claims of Union
Planters in its capacity as a creditor may be recognized.

There are statutory and regulatory limitations on the payment of dividends to Union Planters by its banking
subsidiaries. UPB, a national banking association, is required by federal law to obtain the prior approval of the
Comptroller for the declaration of dividends if the total of all dividends to be declared by the board of directors of

such bank in any year would exceed the total of (i) such bank s net profits (as defined and interpreted by regulation) for
that year, plus (ii) the retained net profits (as defined and interpreted by regulation) for the preceding two years, less
any required transfers to surplus. Union Planters state-chartered banking subsidiary is subject to similar restrictions on
the payment of dividends under Tennessee law. Furthermore, all depository institutions are prohibited from paying

any dividends, making other distributions or paying any management fees if, after such payment, the depository
institution would fail to satisfy its minimum capital requirements. At January 1, 2004, under dividend restrictions
imposed under federal and state laws, Union Planters banking subsidiaries could declare aggregate dividends of
approximately $109 million without obtaining prior regulatory approval. During 2003, Union Planters banking

Table of Contents 12



Edgar Filing: UNION PLANTERS CORP - Form 10-K

subsidiaries declared $532 million in dividends to Union Planters. Future dividends will depend primarily upon the
level of earnings of the banking subsidiaries of Union Planters. Federal banking regulators also have the authority to
prohibit banks and bank holding companies from paying a dividend if they should deem such payment to be an unsafe
or unsound practice.

Support of Banking Subsidiaries

Under Federal Reserve Board policy, Union Planters is expected to act as a source of financial strength to its banking
subsidiaries and, where required, to commit resources to support each of such subsidiaries. Moreover, if one of its
banking subsidiaries should become undercapitalized, under FDICIA, Union Planters would be required to guarantee
the subsidiary bank s compliance with its capital plan in order for such plan to be accepted by the federal regulatory
authority.
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Under the cross guarantee provisions of the Federal Deposit Insurance Act (the FDI Act), any FDIC-insured

subsidiary of Union Planters may be held liable for any loss incurred by, or reasonably expected to be incurred by, the
FDIC in connection with (i) the default of any other commonly controlled FDIC-insured subsidiary or (ii) any

assistance provided by the FDIC to any commonly controlled FDIC-insured subsidiary in danger of default.  Default is
defined generally as the appointment of a conservator or receiver, and in danger of default is defined generally as the
existence of certain conditions indicating that a default is likely to occur in the absence of regulatory assistance. Such
liability could have a material adverse effect on the financial condition of any assessed bank and Union Planters.

While the FDIC s claim is junior to the claims of depositors, holders of secured liabilities, general creditors and
subordinated creditors, it is superior to the claims of shareholders and affiliates.

Transactions With Affiliates

There are various legal restrictions on the extent to which a bank holding company or its nonbank subsidiaries may
borrow or otherwise obtain credit from or sell assets or affiliate securities to its bank subsidiaries. In general, covered
transactions with a bank subsidiary must be on nonpreferential terms and cannot exceed, as to any one of the holding
company or the holding company s nonbank subsidiaries, 10% of the bank s capital stock and surplus, and as to the
holding company and all of its nonbank subsidiaries in the aggregate, 20% of such capital stock and surplus. Special
collateral requirements also apply to covered extensions of credit.

Depositor Preference

Legislation enacted in 1993 establishes a nationwide depositor-preference rule in the event of a bank failure. Under
this arrangement, all deposits and certain other claims against a bank, including the claim of the FDIC as subrogee of
insured depositors, would receive payment in full before any general creditor of the bank, including the holders of its
subordinated debt securities, would be entitled to any payment in the event of an insolvency or liquidation of the bank.

Recent Legislative Initiatives

Proposals to change the laws and regulations governing the financial institutions industry are frequently introduced in
the United States Congress, in state legislatures and before various banking agencies. It cannot be predicted whether,
or in what form, any of these proposals or regulatory initiatives will be adopted, the impact they will have on the
financial institutions industry or the extent to which the business or financial condition of Union Planters may be
affected thereby.

Personnel
As of December 31, 2003, Union Planters, including all subsidiaries, had 10,640 full-time equivalent employees.
Website

The address of Union Planters Internet website is http://www.unionplanters.com. Union Planters makes available free
of charge through this Internet website (under Investor Relations ) the Company s annual report on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K and Proxy Statements and amendments to those reports
as soon as reasonably practicable after they are electronically filed with (or furnished to) the Securities and Exchange
Commission (SEC). Reports, proxy and information statements and other information regarding the Company also are
contained on SEC s Internet website, http://www.sec.gov.

Union Planters has posted its corporate Governance Guidelines, Code of Business Conduct and Ethics and the charters
for its Audit and Compensation/Nominations/Corporate Governance Committees on its website
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http://www.unionplanters.com (under Corporate Governance ). That information is available in print to any
shareholder who requests it.

Statistical Disclosures

The following table presents the maturities and sensitivities of certain of Union Planters loans to changes in interest
rates at December 31, 2003:
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Due After
One
Due Within But Within Due After
One Year Five Years Five Years

(Dollars in thousands)

Commercial, financial and agricultural (1) $4,685,554 $579,678 $385,435
Real Estate  Construction 2,077,903 210,638 15,768
Foreign 252,936 4,209 1,568

Total $7,016,393 $794,525 $402,771
Fixed Rate $652,843 $122,324
Variable Rate $141,682 $280,447

(1)  Includes accounts receivable-factoring and direct lease financing.
The following table presents maturities of certificates of deposit of $100,000 and over and other time deposits of
$100,000 and over at December 31, 2003 (dollars in thousands):

Under 3 Months $ 439,020
3 to 6 Months 311,297
6 to 12 Months 273,979
Over 12 Months 552,620

Total $ 1,576,916

Additional statistical information can be found in Part II, Item 7 of this report.

Item 1A Executive Officers of the Registrant

The following lists the executive officers of Union Planters and all positions and offices they hold with Union Planters
and its subsidiary, UPB. Executive officers of Union Planters are elected annually.

Name Positions of Executive Officers with Union Planters and UPB

Jackson W. Moore Chairman, President and Chief Executive Officer

Bobby L. Doxey Senior Executive Vice President and Chief Financial Officer

Adolfo Henriques Southern Banking Group Chief Executive and Head of Commercial Banking
Senior Executive Vice President Director of Financial Services
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Alan W.

Kennebeck

Lou Ann Poynter Director, Senior Executive Vice President Mortgage Banking
H. Lynn Harton Senior Executive Vice President and Chief Credit Officer

Steven J. Schenck Midwest Banking Group Chief Executive and Head of Credit Improvement
Central Banking Group Chief Executive and Head of Retail Banking and
John V. White, Jr. Financial Services

The following biographies show the age as of March 7, 2004 and the principal occupations during the past five years
of each of the executive officers of Union Planters:

Mr. Moore (age 55) was elected Chairman and Chief Executive Officer of Union Planters in September 2000. Mr.
Moore had been President of Union Planters since April 1989 and was elected President of UPB January 1, 1998. In
April 1994, Mr. Moore was elected Chief Operating Officer of Union Planters and was elected to the same position
with UPB January 1, 1998. He is also a Director of PSB Bancshares, Inc. and a Vice President and Director of its
subsidiary, Peoples Southern Bank (not an affiliate bank of Union Planters), located in Clanton, Alabama. He has
served on the Boards of Union Planters and UPB since 1986.

Mr. Doxey (age 56) was appointed Senior Executive Vice President in March 2000 and currently serves as Chief
Financial Officer. Prior to joining Union Planters, Mr. Doxey was a Senior Vice President and Financial Systems
Project Manager and Manager of Organizational Profitability Measurement with Bank One Corporation. He was
Senior Vice President and Controller for Bank One Corporation from 1996 to 1998.

Mr. Henriques (age 50) was appointed Senior Executive Vice President in June 2001 and currently serves as Southern
Banking Group Chief Executive and Head of Commercial Banking. Previously, Mr. Henriques was Chairman and
Chief Executive Officer of Union Planters Bank in Florida. Prior to joining Union Planters in February 1998,

Mr. Henriques was Chairman of NationsBank for South Florida.

Mr. Kennebeck (age 58) was appointed Senior Executive Vice President in June 2001 and currently serves as Director
of Financial Services. Previously, Mr. Kennebeck was Senior Executive Vice President for Retail Services for Union
Planters. Prior to joining Union Planters in February 2000, Mr. Kennebeck was President and Chief Executive Officer
of AMCORE Investment Group and Chairman of AMCORE Insurance Group, Inc., AMCORE Investment Services,
Inc. and Investment Management Group. He was also Executive Vice President of AMCORE Financial, Inc.

Ms. Poynter (age 57) was appointed Senior Executive Vice President in June 2001, and currently serves as Head of
Mortgage Banking. Previously, Ms. Poynter was Executive Vice President and Regional Bank Group Manager of the
Southeast Region for Union Planters since October 2000. Prior to that, she was Chairman and Chief Executive Officer
of Union Planters Bank in Hattiesburg, Mississippi, a position she held since November 1997.

Mr. Harton (age 49) was appointed Senior Executive Vice President in July 2003 and currently serves as Chief Credit
Officer. Previously, Mr. Harton was Senior Executive Vice President of Lending and Credit Administration for BB&T
since 1984.

Mr. Schenck (age 55) was appointed Senior Executive Vice President in June 2001 and currently serves as Midwest
Banking Group Chief Executive and Head of Credit Improvement. Previously, Mr. Schenck was President and Chief
Executive Officer of Union Planters Bank in Indiana. Between March 1999 and the third quarter of 2000, he was
President and Chief Executive Officer of Union Planters Bank in Indianapolis. From 1993 to 1999, Mr. Schenck was
Senior Vice President of First Chicago NBD, responsible for certain Indiana banking markets and Manager of Indiana
Credit.
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Mr. White (age 56) was appointed Senior Executive Vice President in June 2001 and currently serves as Central
Banking Group Chief Executive and Head of Retail Banking and Financial Services. Previously, Mr. White was
Executive Vice President of Union Planters and President and Chief Executive Officer of Union Planters Bank of
Memphis. From 1993 until joining Union Planters in May 2000, Mr. White was Executive Vice President of National
City Corporation with responsibilities for the Indiana Retail Banking Group.

Messrs. Moore, Doxey, Henriques, Kennebeck, Schenck and White are all employed as executive officers pursuant to
employment agreements with Union Planters.

Item 2. Properties

Union Planters corporate headquarters are located in the Company-owned building at 6200 Poplar Avenue, Memphis,
Tennessee. In addition to being Union Planters corporate headquarters, the building, located in East Memphis, houses
a full service bank.

As of December 31, 2003, Union Planters operated 19 banking offices in Alabama, 24 in Arkansas, 72 in Florida, 81
in Illinois, 71 in Indiana, 21 in Iowa, 27 in Kentucky, 23 in Louisiana, 111 in Mississippi, 79 in Missouri, 174 in
Tennessee and 15 in Texas. The mortgage banking operations of UPB operate 28 mortgage production offices in
Alabama, Arizona, California, Colorado, Florida, Georgia, Illinois, Nevada, North Carolina, Ohio, Texas and
Washington. The majority of these locations are owned. Union Planters subsidiaries also operate 925
twenty-four-hour automated teller locations. A wholly-owned subsidiary, Capital Factors, Inc., has operations in
leased facilities in Boca Raton, Florida and Ft. Lauderdale, Florida; Los Angeles, California; San Ramon, California;
New York, New York; Charlotte, North Carolina; Dallas, Texas; and Atlanta, Georgia.

There are no material encumbrances on any of the Company-owned properties.

Item 3. Legal Proceedings

Union Planters and/or various subsidiaries, including UPB, are parties to various pending civil actions, all of which
are being defended vigorously. Additionally, the Company and/or its subsidiaries are parties to various legal
proceedings that have arisen in the ordinary course of business. While it is impossible to predict with certainty the
outcome of any legal proceeding, based upon present information, including evaluations by outside counsel,
management is of the opinion that neither Union Planters financial position, results of operations nor liquidity will be
materially affected by the ultimate resolution of pending or threatened legal proceedings.

As previously reported in reports filed by Union Planters with the Securities and Exchange Commission:

On May 1, 2002, Union Planters Bank, N.A. filed a complaint against Continental Casualty Company (CNA) in the
United States District Court for the Western District of Tennessee (Docket No. 02-cv-2321-Ma) seeking recovery
under the insurance policy it maintains with CNA for the damages resulting from fraud associated with a $25 million
mortgage warehouse line of credit extended by UPB. UPB charged off the line of credit in the quarter ended
September 30, 2001 and established a $17 million receivable for the estimated recovery under the insurance policy.
The Judge continued the trial indefinitely pending his ruling on the Motions for Summary Judgment, which is
expected to resolve all issues in the case.

A complaint was filed in February 2000 by John Connors in the Circuit Court for the Third Judicial Circuit, Madison
County, Illinois, naming as defendants Magna Bank (subsequently merged into UPB), Magna s Chief Executive
Officer, its Board of Directors and its outside legal counsel. Magna was acquired by the Company on July 1, 1998.
The complaint is related to
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collection efforts by UPB against the plaintiff on a line of credit and a series of notes. The complaint alleges breach of
fiduciary duty by the defendants in failing to dispose of certain collateral in a commercially reasonable manner and
interference with plaintiff s contractual and business affairs. The plaintiff is seeking compensatory and punitive
damages of $300 million. Based on information received to date, the Union Planters believes that the claims are
without merit and is vigorously defending this action.

UPB, as successor to Magna Bank, is presently a defendant in various suits filed in Illinois, related to various trusts
owned by SBU, Inc., a Missouri corporation, and SBU of Illinois, Inc., an Illinois corporation (collectively, SBU).
The trusts were funded with structured settlement proceeds the plaintiffs had received in settlement of accident cases
and invested with SBU. Magna Bank served as trustee. The suits are related to losses the plaintiffs incurred after SBU
terminated Magna as trustee and moved the trust assets to another corporation designated by SBU. Magna filed legal
proceedings opposing the transfer of the trust assets but was ordered by the Illinois State Trial and Appellate Court to
release the assets. The trust assets were then misappropriated after they were transferred to Flag Finance, the successor
trustee designated by SBU. Plaintiffs have filed several actions naming UPB, other banks, James Gibson (a principal
in both SBU and Flag Finance), brokerage houses, accounting firms, law firms and individuals and are seeking
compensatory and punitive damages. The suits were identified as: Burgard and McCraken et al v. UPB et al filed in
July 2001 in the Twentieth Judicial Circuit of St. Clair County, Illinois, which includes thirteen individual plaintiffs
seeking compensatory and punitive damages of $16,344,100; Clark et al v. UPB et al filed in October 2001 in the
Third Judicial Circuit of Madison County, Illinois, which includes eight individual plaintiffs seeking compensatory
damages of $5,347,451; Gaudreault et al v. UPB et al filed in March 2001 in the Third Judicial Circuit of Madison
County, Illinois, which included four individual plaintiffs seeking compensatory damages of $4,947,754; Hicks v.
UPB et al filed in August 2000 in the Fourth Judicial Circuit of Marion County, Illinois in which the plaintiff is
seeking compensatory and punitive damages totaling twenty million dollars; Cange v. UPB et al filed in January 2000
in the Twentieth Judicial Circuit of St. Clair County, Illinois in which the plaintiff is seeking compensatory damages
totaling $46,000; Vaughn v. UPB et al filed in December 2002 in the Circuit Court for the City of St. Louis, Missouri
in which the plaintiff is seeking compensatory damages of $800,000; Topsakalyan et al v. UPB et al filed in
September 2000 in the Circuit Court of Cook County, Illinois, which includes numerous individual plaintiffs seeking
compensatory and punitive damages totaling $300.0 million dollars. The Circuit Court Judge dismissed the
Topsakalyan case with prejudice in December 2002, and the plaintiffs appealed to the First District Court of Appeals
of Illinois. Union Planters believes the claims against it are without merit and is vigorously defending the appeal.
James v. UPB et al was filed in August 2002 in the Twentieth Judicial Circuit of St. Clair County, Illinois and is a
putative class action seeking compensatory and punitive damages totaling $77,805,510. The proposed class in James
includes individuals who are named plaintiffs in some of the above cases. Union Planters insurance carrier, CNA, has
concluded a settlement on the Gaudreault claims, and the case against Union Planters was dismissed on December 19,
2003. CNA has also entered into a settlement agreement in the James case, which, when finalized, will conclude the
claims of the Plaintiffs in all other cases above, excluding Hicks and Topsakalyan. The Hicks case is currently set for
trial, and Union Planters believes that the claims against it are without merit and is vigorously defending the action.

On January 26, 2004, two Union Planters stockholders filed purported class action complaints in the Chancery Court
of Shelby County, Tennessee, Elmer Biddick Charitable Foundation v. Union Planters Corporation et. al. Civil Action
No. CH-04-0151-2 and Booth Family Trust v. Union Planters Corporation et al. Civil Action No. CH-04-0163-1, on
behalf of all stockholders other than the defendants against Union Planters Corporation and the members of its board
of directors in connection with the merger. In addition, on the next day, a Regions Financial Corporation (Regions)
shareholder filed a purported class action complaint in the Circuit Court of Jefferson County, Alabama against
Regions and the members of its board of directors in connection with the merger. Each of the complaints alleges that
the defendant board of directors breached its fiduciary duties in approving the merger. The lawsuits seek, among other
things, to recover costs and to enjoin or rescind the transactions contemplated by the merger agreement. In addition,
the lawsuits against Union Planters seek to recover unspecified damages. Union Planters and Regions believe that
these lawsuits are entirely without merit and intend to defend against them vigorously.
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Item 5. Market for the Registrant s Common Stock and Related Stockholder Matters

The information required by Item 5 is included in the Selected Quarterly Data table in Item 8.

Item 6. Selected Financial Data

Income Statement Data
Net interest income
Provision for losses on loans
Investment securities gains
Other noninterest income
Noninterest expense

Earnings before income
taxes
Income taxes

Net earnings

Per Common Share Data
Net earnings

Basic

Diluted

Cash dividends

Years ended December 31,

2003 2002 2001 2000 1999
(Dollars in thousands, except per share data)
$ 1,196,598 $ 1,289,581 $ 1,276,080 $ 1,231,179 $ 1,256,531
(181,539) (197,901) (131,963) (77,062) (74,045)
8,203 23,027 9,582 381 2,128
757,139 728,742 702,399 539,054 490,788
(1,114,631) (1,076,538) (1,180,679) (1,082,936) (1,056,570)
665,770 766,911 675,419 610,616 618,832
(167,657) (237,924) (231,869) (201,306) (208,834)
$ 498,113 $ 528,987 $ 443,550 $ 409,310 $ 409,998
$ 2.55 $ 2.61 $ 2.15 $ 2.01 $ 1.92
2.52 2.59 2.13 2.00 1.90
1.33 1.33 1.33 1.33 1.33
7
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Book value

Balance Sheet Data (at
period-end)

Total assets

Loans, net of unearned
income

Allowance for losses on
loans

Available for sale securities
Total deposits

Short-term borrowings (1)
Long-term debt (1)

Parent company

Subsidiary banks

Total shareholders equity
Average assets
Average shareholders
Average shares outstanding
(in thousands)

Basic

Diluted

Profitability and Capital
Ratios

Return on average assets
Return on average common
equity

Net interest margin

Net interest spread
Loans/deposits (period-end)
Common and preferred
dividend payout ratio
Shareholders equity/total
assets (period-end)
Average shareholders
equity/average total assets
Leverage ratio

Tier 1 capital/risk-weighted
assets

Total capital/risk-weighted
assets

Credit Quality Ratios (2)
Allowance for losses on
loans/period-end loans
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Years ended December 31,

2003 2002 2001 2000 1999
(Dollars in thousands, except per share data)

16.18 16.21 15.56 14.35 13.27

$31,910,729 $34,144,363 $33,197,604 $34,720,718 $33,280,353

21,996,037 22,774,732 23,163,039 23,957,494 21,446,400

330,826 350,931 341,930 335,452 342,300

4,955,877 5,467,283 4,780,629 6,843,670 7,472,455

23,146,184 23,330,440 23,430,502 23,113,383 23,372,116

2,451,285 3,639,763 3,076,679 6,086,896 5,422,504

1,297,089 890,017 878,626 379,303 379,656

1,328,112 1,897,756 1,858,073 1,559,668 738,114

3,065,639 3,226,282 3,223,741 2,920,054 2,776,109

33,199,857 32,617,526 34,209,871 33,882,405 32,902,370

3,164,381 3,203,027 3,100,945 2,807,672 2,980,664

195,030 201,927 205,543 202,756 212,781

197,383 204,609 208,043 204,983 215,975
1.50% 1.62% 1.30% 1.21% 1.25%

15.77 16.55 14.34 14.63 13.80

4.01 4.44 4.20 4.11 4.36

3.66 3.96 3.53 341 3.69

95.03 97.62 98.86 103.65 91.76

52.47 51.05 61.92 66.62 69.93

9.61 9.45 9.71 8.41 8.34

9.53 9.82 9.06 8.29 9.06

7.89 7.47 7.56 6.53 6.65

9.60 9.40 9.75 8.63 9.50

15.60 13.89 14.47 11.47 12.69
1.50% 1.54% 1.48% 1.40% 1.64%
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Nonperforming loans/total

loans .95 1.16 1.02 .58 .64
Allowance for losses on

loans/nonperforming loans 158 133 144 242 251
Nonperforming assets/loans

and foreclosed properties. 1.19 1.50 1.31 .76 81
Provision for losses on

loans/average loans 81 .86 .55 .34 .35
Net charge-offs/average

loans .89 .82 .53 .36 46

(1)  Reference is made to Note 9 to Union Planters consolidated financial statements for the components of short-
and long-term debt.

(2)  Exclusive of loans held for resale.
Item 7. Management s Discussion and Analysis of Financial Condition and Results of Operations

The following provides a narrative discussion and analysis of the major trends affecting the results of operations and
financial condition of Union Planters Corporation (Union Planters or the Company). This discussion supplements
Union Planters consolidated financial statements and accompanying notes, which begin on page 48 and should be read
in conjunction with the consolidated financial statements and the related financial tables beginning on page 36.
Throughout this discussion, certain prior year amounts have been reclassified to conform to the current year
presentation.

Key Performance Highlights for 2003

Net earnings for 2003 were $498.1 million, or $2.52 per diluted share, compared to $529.0 million, or $2.59 per
diluted share, in 2002.

Net earnings for 2003 represented a return on average assets of 1.50%, a return on average common equity of
15.77% and a return on average tangible common equity of 22.27%. For 2002, these returns were 1.62%,
16.55% and 23.22%, respectively.

The net interest margin on a fully taxable-equivalent basis was 4.01% in 2003, compared to 4.44% in 2002.

Average loans for 2003 decreased 2.8% to $22.46 billion compared to 2002, and average earning assets
increased to $30.3 billion, an increase of 2.2%.

Nonperforming assets as a percentage of loans and foreclosed properties decreased from 1.50% at December 31,
2002 to 1.19% at December 31, 2003.

Net charge-offs as a percentage of average loans were .89% for 2003, compared to .82% for 2002. The provision
for losses on loans as a percentage of average loans was .81% for 2003, compared to .86% for 2002.

Noninterest income increased $13.6 million, or 1.8%, in 2003 compared to 2002.
8
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Noninterest expense increased $38.1 million, or 3.5%, in 2003 compared to 2002.

Key capital ratios include a tier-one capital to total risk-weighted assets ratio of 9.61% and a leverage ratio of
7.89% at December 31, 2003, compared to 9.40% and 7.47%, respectively, at December 31, 2002.
Risk Factors

Cautionary Statement Regarding Forward-Looking Information. This discussion and the qualitative and
quantitative disclosures about market risk in Item 7A contain certain forward-looking statements, as defined in the
Private Securities Litigation Reform Act of 1995. These statements are contained in certain sections that follow, such
as Recent Developments and Management Initiatives, Net Interest Income, Provision for Losses on Loans,
Noninterest Income, Noninterest Expense, Salaries and Employee Benefits, Loans and Interest Rate Risk.
Forward-looking statements are not based on historical information, but rather are related to future operations,
strategies, financial results or other developments. The words anticipate,  project, expect, believe, intend,

should, islikely, target and other expressions that indicate future events and trends identify forward-looking
statements. Forward-looking statements are based on management s expectations as well as certain assumptions and
estimates made by, and information available to, management at the time the statements are made. Examples of
factors that could cause future results to vary from current management expectations include the following: the timing
and amount of interest rate movements (which can have a significant impact on a financial institution); effects of
changes in general economic conditions, as well as economic conditions in markets in which Union Planters conducts
business and the impact in the United States of hostilities abroad; market and monetary fluctuations and uncertainties
in the financial markets; inflation; competition within and outside the financial services industry; technology; risks
inherent in originating loans, including prepayment risks, fluctuations in collateral values and changes in customer
profiles; loan loss experience, the rate of loan charge-offs and the level of the provision for losses on loans; and
changes in accounting principles. Additionally, the policies of the Office of the Comptroller of the Currency (OCC),
the Board of Governors of the Federal Reserve System (Federal Reserve), insurance and securities regulatory
agencies, unanticipated regulatory and judicial proceedings, unanticipated results in pending litigation or Internal
Revenue Service examinations, changes in the laws, regulations and regulatory policies applicable to Union Planters
and its subsidiaries, and Union Planters success in executing its business plans and strategies and managing the risks
involved in the foregoing, could cause actual results to differ materially from current expectations. Union Planters
assumes no obligation to update any forward-looking statements that are made from time-to-time.

Recent Developments and Management Initiatives

On January 23, 2004, Union Planters and Regions Financial Corporation (Regions) announced that they had signed a
definitive merger agreement. Regions, headquartered in Birmingham, Alabama, is a full-service provider of banking,
securities brokerage, mortgage and insurance products and services. As of December 31, 2003, Regions had

$48.60 billion in assets and shareholders equity of $4.45 billion. Its banking subsidiary, Regions Bank, operates more
than 680 offices across a nine-state geographic footprint in the South and Texas. Its securities brokerage subsidiary,
Morgan Keegan, provides investment and brokerage services from more than 140 offices. Upon completion of the
merger, the combined company and its banking operations will be headquartered in Birmingham, while Morgan
Keegan, along with the combined mortgage business, will be headquartered in Memphis. Terms of the agreement call
for the formation of a new holding company named New Regions Financial Corporation. In the transaction, each share
of Union Planters common stock will be converted into the right to receive one share of the new

9
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company stock, and each share of Regions common stock will be converted into the right to receive 1.2346 shares of
the new company common stock. The acquisition is subject to regulatory and shareholder approvals and other
customary closing conditions. The transaction is expected to be completed in mid 2004. As a result of the merger,
certain change-in-control provisions will be triggered related to the Union Planters 401(k) Retirement Savings Plan
and various stock incentive plans that will result in the immediate vesting of these benefits. In addition, in connection
with the merger and pursuant to the terms of the series, all outstanding shares of Union Planters Cumulative,
Convertible, Preferred Stock, Series E, will be redeemed on March 31, 2004.

Union Planters expects to incur pre-tax charges in 2004 of between $50 million to $60 million, or $.18 to $.22
after-tax per diluted share, to cover costs related to the reduction of the mortgage infrastructure to accommodate a
lower level of production, bank office consolidations and a charge in connection with the transfer of loans in the
brokered home equity portfolio into loans held for resale. Specific initiatives include:

Reduce mortgage staff by consolidating underwriting functions, improve productivity through the continued
implementation of a new mortgage origination system and align staff levels with reduced mortgage-related
volumes.

Streamline credit operations.
Consolidate selected underperforming branches and reduce facility costs by disposing of resultant vacant space.

Reduce credit costs through the disposition of the brokered home equity portfolio.
These initiatives, along with an improvement in overall credit costs and growth in our banking business, are expected
to mitigate the anticipated decline in mortgage banking revenue during 2004. These are forward-looking statements,
and actual results could differ because of several factors, including those identified in the discussion of Cautionary
Statement Regarding Forward-Looking Information.

The planned pre-tax charges represent severance and other costs associated with the reduction in staff and the
disposition of facilities and the brokered home equity portfolio.

Critical Accounting Policies

The accounting and reporting policies of Union Planters and its subsidiaries conform with accounting principles
generally accepted in the United States and general practices within the financial services industry. The preparation of
financial statements in conformity with generally accepted accounting principles 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. A summary of Union Planters most significant accounting policies is
contained in Note 1 to the consolidated financial statements. Union Planters considers its most critical accounting
policies to consist of the allowance for losses on loans and the estimation of fair value, which are separately discussed
below.

Allowance for Losses on Loans. The allowance for losses on loans represents management s best estimate of inherent
losses in the existing loan portfolio. The allowance for losses on loans is increased by the provision for losses on loans
charged to expense and reduced by loans charged off, net of recoveries. The provision for losses on loans is

determined based on management s assessment of several factors: reviews and evaluations of specific loans, changes in
the nature and volume of the loan portfolio, current and anticipated economic conditions and the related impact on
specific borrowers and industry groups, historical loan loss experience, the level of classified and nonperforming loans
and the results of regulatory examinations.
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Integral to the methodology for determining the adequacy of the allowance for loan losses is portfolio segmentation
and impairment measurement. Under the Company s methodology, loans are first segmented into 1) loans greater than
$1 million, which are individually assessed for impairment and 2) those comprising large groups of smaller-balance
homogeneous loans, including single-family mortgages and loans less than $1 million, that are collectively evaluated
for impairment. Those loans in the first category are further segmented utilizing a defined grading system which
involves categorizing loans by severity of risk based on conditions that may affect the ability of borrowers to repay
their debt, such as current financial information, collateral valuations, historical payment experience, credit
documentation, public information and current trends. The loans subject to credit classification represent the portion

of the portfolio subject to the greatest credit risk and where adjustments to the allowance for losses on loans as a result
of provisions and charge-offs are most likely to have a significant impact on operations.

A periodic review of selected credits (based on loan size and type) is conducted to identify loans with heightened risk
or inherent losses and to assign risk grades. The primary responsibility for this review rests with the management

personnel assigned with

10
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accountability for the credit relationship. This review is supplemented with periodic reviews by Union Planters credit
review function, as well as periodic examination of both selected credits and the credit review process by the
applicable regulatory agencies. The information from these reviews assists management in the timely identification of
problems and potential problems and provides a basis for deciding whether the credit represents a probable loss or risk
that should be recognized.

Loans are considered impaired if, based on current information and events, it is probable that Union Planters will be
unable to collect the scheduled payments of principal or interest when due according to the contractual terms of the
loan agreement. If a loan that is individually evaluated for impairment is found to have none, it is grouped together
with loans having similar characteristics (e.g., the same risk grade), and an allowance for loan losses is maintained at a
level approximating average charge-offs for all loans with the same risk grade for the past three years. The
measurement of impaired loans is generally based on the fair value of the collateral for collateral-dependent loans. If
the loan is not collateral-dependent, the measurement of impairment is based on the present value of expected future
cash flows discounted at the historical effective interest rate or the observable market price of the loan. In measuring
the fair value of the collateral, management uses assumptions (e.g., discount rates) and methodologies (e.g.,
comparison to the recent selling price of similar assets) consistent with those that would be utilized by unrelated third
parties. Impairment identified through this evaluation process is a component of the allowance for loan losses.
Management also applies judgment to alter the historical average charge-off rate for developing trends in the
economy, in industries and other factors. For portfolio loans that are evaluated for impairment as part of homogenous
pools, an allowance is maintained for these loans at a level approximating the average charge-offs for the past three
years. Management also applies judgment to alter the historical average charge-off rate for developing trends in the
economy and other factors.

Changes in the financial condition of individual borrowers, in economic conditions, in historical loss experience and
in the conditions of the various markets in which collateral may be sold may all affect the required level of the
allowance for losses on loans and the associated provision for losses on loans.

Estimation of Fair Value. Accounting principles generally accepted in the United States require that certain assets
and liabilities be carried on the Consolidated Balance Sheet at fair value or at the lower of cost or fair value.
Furthermore, the fair value of financial instruments is required to be disclosed as a part of the notes to the consolidated
financial statements for other assets and liabilities. Fair values are volatile and may be influenced by a number of
factors, including market interest rates, prepayment speeds, discount rates, the shape of yield curves and the credit
worthiness of counterparties. Following is a discussion of the estimation of fair value for certain of Union Planters
assets and liabilities:

Available for Sale Investment Securities and Trading Account Assets. Fair values for the majority of Union Planters
available for sale investment securities are based on quoted market prices. In instances where quoted market prices are
not available, fair values are based on the quoted prices of similar instruments with adjustment for relevant
distinctions. For trading account assets, fair value is estimated giving consideration to the contractual interest rates,
weighted-average maturities and anticipated prepayment speeds of the underlying instruments and market interest
rates. The fair values of residual interests in loans securitized or sold are estimated through the use of a model based
on prepayment speeds, weighted-average life, expected credit losses and an assumed discount rate.

Loans Held for Resale. Union Planters mortgage banking activities include the origination of mortgage loans for
resale in secondary markets. Substantially all loans held for resale are carried at fair value on an aggregate basis due to
designated hedging relationships. Any loans held for resale that are not part of a designated hedging relationship are
carried at the lower of cost or fair value. The fair value of loans held for resale is based on anticipated liquidation
values, which are determined by factors including: the interest rate, size and maturity of the underlying loans and
associated investor demand for those loans; anticipated cash flows generated from the loans; the timing of sales; the
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value of underlying collateral; and the use of a discount rate. Changes in mortgage interest rates and in market
conditions could adversely impact earnings in future periods as a result of valuation adjustments required if the fair
value of the portfolio of loans held for resale falls below cost. Union Planters uses derivative financial instruments, as
discussed below, to hedge the fair value of most of its loans held for resale against changes in mortgage interest rates.

Mortgage Servicing Rights. Mortgage servicing rights are stratified based on geographic area, guarantor, origination
period and interest rate of the underlying loans. The fair value of mortgage servicing rights strata is determined by
discounted cash flow analysis through the use of a model. In developing estimates of expected future cash flows,
management considers the available evidence, including the timing and amount of: prepayments, market discount
rates, foreclosure rates, anticipated ancillary income, earnings credit on mortgagors escrow deposits and cost to
service. On a periodic basis, this evidence is compared for
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reasonableness with peer institutions, industry surveys, and where applicable and available, bulk and flow servicing
sale transactions.

The most significant assumptions in the determination of fair value are prepayment speeds used in the valuation of
each stratum and the discount rate. The model utilized by Union Planters gives consideration to the following
attributes affecting the overall prepayment speeds for the underlying portfolio of loans giving rise to the mortgage
servicing rights:

Base prepayment speed, which reflects turnover in various housing markets.

Aging, which reflects the time after loan origination that it takes for prepayments to reach their maximum level
given constant interest rates.

Points effect, which is based upon the difference between the coupon on the mortgage and prevailing interest
rates. This reflects the different characteristics on no-point and low-point loans.

Lagged interest rate effect representing the lag between interest rate changes and prepayment changes.

Burnout arising from some borrowers having a greater propensity to prepay than others. As the fast prepaying
borrowers leave a pool, the remaining borrowers are likely to prepay at slower rates.

Seasonality, which is incorporated as a series of monthly adjustments, accounting for the yearly cycle of
prepayments.

Home price effect, which occurs when significant home price appreciation leads to an incentive to refinance. A
favorable rate environment allows the borrower to access increased equity in their home at a relatively low rate.

Adjustable Rate Mortgage (ARM) to ARM refinancing, representing the incentive to move from one ARM to a
lower rate ARM.

ARM to fixed refinancing, representing the incentive to move from an ARM to a fixed-rate mortgage.
Prepayment speeds are accelerated by declines in mortgage interest rates. At December 31, 2003, an immediate 50 and
100 basis point decline in mortgage interest rates would have resulted in a decline in the fair value of mortgage
servicing rights of $37.0 million and $90.1 million, respectively.

The discount rate represents a yield that a potential buyer might demand to compensate for risk inherent in the
collection of the future cash flows.

Union Planters periodically evaluates its mortgage servicing rights to determine if the carrying value, before the
application of the valuation allowance, is probable of recovery. If it is determined that a portion of the asset is not
recoverable, the asset, along with the previously designated valuation allowance, is written down.

Other Real Estate. The fair values of other real estate are typically determined based on appraisals by independent
third parties. The fair value of individual properties is determined by applying one or more of three common valuation
approaches (comparable sales, cost or income/discounted cash flows) appropriate in the circumstances. Factors such
as interest rates and general economic conditions affect appraised values. Consequently, increases in interest rates and
adverse changes in general economic conditions could result in impairment to the value of other real estate.
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Derivative Financial Instruments. The fair values of derivative financial instruments are calculated via models using
all available market data, including market interest rates and market interest rate volatility. Market interest rates are
obtained from various financial markets, including treasuries, swaps, Eurodollars and other markets, as appropriate.
The calculated valuations are periodically confirmed with recognized derivative dealers.

Union Planters has developed risk management programs and processes designed to manage market risk associated
with certain of the Company s business activities. Interest rate risk is a predominant risk that further influences a
number of other business risks such as pricing risk, prepayment risk, valuation risk, balance sheet management and
funding risk. As part of its risk management program, the Company utilizes derivative financial instruments to
manage interest rate risk associated with its balance sheet activities.

Loan production activities include the origination or acquisition of mortgage loans, the warehousing of those loans in
inventory and the resale of those loans to investors in the secondary market. The Company utilizes derivative financial
instruments to protect and manage interest rate risk and pricing risk associated with its loans held for resale and its
mortgage pipeline. The derivative financial instruments associated with loans held for resale are accounted for as fair
value hedges in accordance with applicable accounting literature, provided prescribed effectiveness criteria are met.
The derivative financial instruments that are designed to manage the interest rate risk associated with the mortgage
pipeline are not designated as hedges and are marked-to-market through earnings.

12
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Since a derivative financial instrument cannot be accounted for as a hedge of another derivative financial instrument,
the mortgage pipeline is effectively accounted for as marked-to-market. The Company also commits to buy certain
loans under best efforts commitments, which are agreements whereby a correspondent lender or broker has the option
to sell a loan to the Company at a stated price. Under applicable accounting literature, the best efforts commitments
are defined as derivative financial instruments and therefore, are marked-to-market.

The Company s mortgage servicing rights portfolio is exposed to changes in fair value due to interest rate risk. Union
Planters may enter into various derivative financial instruments, including interest rate swaps, swaptions, caps and
floors to offset changes in fair value of its mortgage servicing rights portfolio. These derivative instruments, which do
not qualify for hedge accounting under applicable accounting literature, are marked-to-market through earnings.

Union Planters may act as a seller and buyer of derivative financial instruments (e.g., interest rate contracts and
foreign exchange contracts) to satisfy customer demand for these instruments. Union Planters minimizes interest rate
and foreign currency risk by entering into substantially similar offsetting positions with external counterparties.

All derivative financial instruments are marked-to-market and recorded on the Consolidated Balance Sheet. Changes
in fair value of fair value hedges and stand-alone derivative financial instruments are recorded in the Consolidated
Statement of Earnings. Changes in fair value of cash flow hedges are included as a component of other comprehensive
income on the Consolidated Balance Sheet. Additionally, as long as the derivative financial instruments designated as
fair value or cash flow hedges continue to meet effectiveness criteria, as defined by accounting literature, changes in
the fair value of the hedged item are also included on the Consolidated Balance Sheet and in the Consolidated
Statement of Earnings. At the inception of the hedging relationship and at least quarterly thereafter, Union Planters
assesses each fair value and cash flow hedge to determine whether it is effective. Should any fair value or cash flow
hedge cease to meet the effectiveness criteria, changes in the fair value of the derivative financial instrument continue
to be included in the Consolidated Statement of Earnings. However, changes in the fair value of the hedged item are
no longer included in the Consolidated Statement of Earnings; rather, any increase or decrease in the fair value of the
hedged item previously recorded on the Consolidated Balance Sheet are amortized into the Consolidated Statement of
Earnings over the remaining life of the hedged item. At December 31, 2003, the derivative financial instrument
positions designated as hedges were fair value hedges and cash flow hedges of certain loans held for resale, loans,
deposits and debt.

The fair values of derivative financial instruments are impacted by movements in market interest rates. In each of the
hypothetical market interest rate changes described below, the indicated changes in the fair value of the derivative
financial instruments would have been substantially offset by changes in the fair value of the items for which risk is
being mitigated. At December 31, 2003, if market interest rates had increased 50 or 100 basis points, the aggregate
fair value of Union Planters derivative financial instruments would have decreased by $52.0 million and

$92.6 million, respectively, with the fair value of hedged items increasing $41.7 million and $75.6 million,
respectively. If market interest rates had decreased 50 or 100 basis points, the aggregate fair value of Union Planters
derivative financial instruments would have increased by $72.3 million and $170.2 million, respectively, with the fair
value of risk mitigated items increasing $75.4 million and $172.5 million, respectively.

Goodwill. Business combinations involving Union Planters acquisition of the equity interests or net assets of another
enterprise or the assumption of net liabilities in an acquisition of branches constituting a business may give rise to
goodwill. Goodwill represents the excess of the cost of an acquired entity over the net of the amounts assigned to
assets acquired and liabilities assumed in transactions accounted for under the purchase method of accounting. The
value of goodwill is ultimately derived from Union Planters ability to generate net earnings after the acquisition. A
decline in net earnings could be indicative of a decline in the fair value of goodwill and result in impairment. For that
reason, goodwill is assessed for impairment at a reporting unit level at least annually using the present value of
discounted cash flows. The calculation of cash flows for each reporting unit begins with an estimation for several

Table of Contents 31



Edgar Filing: UNION PLANTERS CORP - Form 10-K

trend scenarios in net earnings, taking into account anticipated effective tax rates, over the next 10 years, including
historical, forecasted, high performance, low performance and worst-case trends. A terminal value, based on a
five-year average historical earnings multiple, is added to each scenario at the end of 10 years to determine total cash
flows. A discount factor, approximating the cost of capital, is then applied to each cash flow scenario to determine the
present value. The present value of each scenario is then weighted based on the probability of occurrence as assessed
by management. The resulting weighted average present value is compared to the recorded equity of each reporting
unit. As long as the weighted average present value is greater, there is no impairment to goodwill. In the annual
assessment for 2003, there was no impairment to goodwill for any reporting unit.

While Union Planters believes all assumptions utilized in its assessment of goodwill for impairment are reasonable
and appropriate, changes in earnings, the effective tax rate, historical earnings multiples and the cost of capital could
all cause different results for the calculation of the present value of future cash flows. The most sensitive of these
assumptions is future earnings. Based on the
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2003 assessment for impairment, a 30% decline in the amount of earnings for each reporting unit under the forecasted,
high performance, low performance and worst-case trends would result in weighted average present values in excess

of the recorded equity for each reporting unit and no impairment to goodwill.

The Company s management has discussed the development and selection of these critical accounting policies with the
Directors Audit Committee, and the Directors Audit Committee has reviewed the Company s disclosure relating to
them in this Management s Discussion and Analysis.

Business Combinations and Divestitures

The table below presents the one business combination and one divestiture completed over the last three years. Table

1 and Note 2 to the consolidated financial statements present additional information regarding business combinations

and divestitures.

Business Combinations and Divestitures Completed Since January 1, 2001

Institution Acquired/Sold Date State Assets Consideration Accounting Method

(Dollars in millions)

Jefferson Savings Bancorp, Inc. Missouri 6.6 million shares of  Purchase (1)
o 2/01

(acquisition) $1,605 common stock

Magna Insurance, Inc. (sale) 12/03 Louisiana 29 $194 Not applicable

(1) Shares subsequently repurchased. See Capital and Dividends discussion on page 32 for more information.
CONSOLIDATED EARNINGS ANALYSIS

Net Earnings

Net earnings for 2003 were $498.1 million, or $2.52 per diluted common share, a decrease of 5.8% from the

$529.0 million, or $2.59 per diluted share, reported for 2002. Net earnings for 2001 were $443.6 million, or $2.13 per
diluted share. Net earnings for 2003 represented a return on average assets of 1.50%, a return on average common
equity of 15.77% and a return on average tangible common equity of 22.27%, compared to 1.62%, 16.55% and
23.22%, respectively, for 2002, and 1.30%, 14.34% and 20.83%, respectively, for 2001.

Net Interest Income

Net interest income is comprised of interest income and loan-related fees less interest expense. Net interest income is
affected by a number of factors, including the level, pricing, mix, and maturity of earning assets and interest-bearing
liabilities; interest rate fluctuations; and asset quality. For purposes of this discussion, net interest income is presented
on a fully-taxable equivalent basis (FTE), which adjusts tax-exempt income to an amount that would yield the same
after-tax income had the income been subject to taxation at the federal statutory income tax rate (currently 35% for
Union Planters). Reference is made to Tables 2 and 3, which present Union Planters average balance sheet and volume
and rate change analysis for each of the three years in the period ended December 31, 2003.

Fully taxable-equivalent net interest income for 2003 was $1.22 billion, a decrease from $1.32 billion in 2002 and
from $1.31 billion in 2001.
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The net interest margin for 2003 was 4.01%, which compares to 4.44% and 4.20%, respectively, for 2002 and 2001.
The net interest rate spread was 3.66% for 2003, a decrease from 3.96% for 2002 and 3.53% for 2001. Changes in net
interest income and net interest margin since 2001 are the result of repositioning the balance sheet, which was largely
completed during the first quarter of 2002. An additional factor was lower yields on earning assets due to the
sustained low interest rate environment and customer-driven refinancing of loans, which exceeded the favorable
impact of lower rates on deposit and borrowing costs. Reference is made to Union Planters average balance sheet,
analysis of volume and rate changes, and Market Risk and Asset/Liability Management section, which follow this
discussion, for additional information regarding the changes in net interest income and balance sheet repositioning
initiatives.

Management Initiatives. During 2003, management continued to build on initiatives substantially completed in 2002
to reposition the balance sheet to make the most effective use of assets, liabilities and capital. In this effort, Union
Planters has grown transaction and savings accounts, which consist of demand deposit accounts, unlimited transaction
interest-bearing accounts and limited transaction savings accounts; refinanced long-term debt; focused on pricing of
relationships; and enhanced management of interest
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rate risk. The continued decline in the average rate paid for interest-bearing liabilities is attributable to these

management initiatives and the lower interest rate environment that characterized 2003 and 2002. Reference is made
to the Market Risk and Asset/Liability Management section for a discussion of the impact of changing interest rates.

From 2002 to 2003, several factors impacted net interest income and the decline in net interest margin, including:
Sustained low interest rate environment.
Lower demand for commercial loans.
Sale and securitization of selected loan products and investment securities totaling $5.41 billion.
Growth in 2003 full-year-average home equity loans of $592.4 million, or 48.7%.
Growth in 2003 full-year-average deposits, excluding time deposits, of $.77 billion, or 7.4%.
During 2001 and 2002, the key drivers contributing to growth in net interest income and improved net interest margin
included:

Growth in 2002 full-year-average deposits, excluding time deposits, of $1.25 billion, or 13.7%.

Sale or reduction of low return assets, including investment securities and selected loan products totaling
$1.10 billion.

Increased focus on customer and product pricing strategies.

Sale of under-performing branches with higher rate deposit balances totaling $1.00 billion.
This improvement was accomplished while reducing the Company s sensitivity to changes in market interest rates.
Reference is made to the Market Risk and Asset/Liability Management discussion for more details on interest rate risk
management activities.

Impact of Market Interest Rates. Throughout 2001, the Federal Reserve Bank steadily decreased the Federal Funds
rate by a total of 475 basis points to 1.75% in an effort to stimulate economic growth. This decline in interest rates
brought about increased prepayments on both loans and investment securities. In addition, the interest rates on
variable rate loans were reset to the lower market interest rates. These factors combined to cause a reduction in interest
income, which was more than offset by the decline in interest expense. This expense reduction resulted from
repayment of higher-cost deposits and borrowing sources and reduced funding requirements that were an outgrowth of
the management initiatives discussed elsewhere in this section.

In 2002, the Federal Reserve continued to lower the Federal Funds rate, dropping it from 1.75% at the end of 2001 to
1.25% at the end of 2002. The declining rate environment contributed to the decline in interest income. This decline
was offset by an even larger decline in interest expense, resulting in modest growth in net interest income.

In June 2003, the Federal Reserve lowered the Federal Funds rate to 1.00%, where it stayed for the remainder of 2003.
The sustained low interest rate environment during 2003 contributed to a decline in interest income, which was only
partially offset by a decline in interest expense and resulted in an overall decline in net interest income.

Interest Income

The following table presents a breakdown of average earning assets:
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Years Ended December 31,

2003 2002 2001
Average earning assets (in billions) $30.32 $29.68 $31.19
Comprised of:
Loans 74% 78% 77%
Investment securities 17 16 18
Loans held for resale 7 5 4
Other earning assets 2 1 1
Fully taxable-equivalent yield on average earning assets 5.45 6.50 7.72

Taxable-equivalent interest income decreased 14.4% in 2003 to $1.65 billion. The decrease was attributable primarily
to the decline in the average yield on earning assets, which fell from 6.50% in 2002 to 5.45% in 2003 and reduced
interest income by $313.8 million. The decline in yield is attributable to the sustained low interest rate environment
and the sale and securitization of selected loan products and investment securities, which had yields higher than
prevailing market interest rates. The decrease in interest income was slightly offset by an increase in earning assets,
which increased interest income $35.1 million. The average balances for both investment securities and loans held for
resale increased $1.21 billion during 2003 compared to 2002, while this
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growth was slightly offset by a decrease in the average balance for loans of $650.2 million for the same period. The
yield on loans was 5.79% in 2003, compared to 6.63% in 2002. The yield on investment securities was 4.43% in 2003
and 6.36% in 2002. The lower yield on loans and investment securities was the primary factor driving the decrease in
the yield on earning assets.

Average loans decreased 2.8% in 2003 as the low rate environment triggered record levels of mortgage loan refinance
activity, but failed to stimulate the economy enough to create sustainable new loan volume. An additional factor in the
decrease was management s decision to allow certain single-family real estate loan portfolios, consumer loan portfolios
and foreign loan portfolios to liquidate. The total of these, which decreased average loans by $1.36 billion, or 18.3%,
was partially offset by an increase in home equity loans of $592.4 million, or 48.7%.

The Company increased average investment balances in 2003 to facilitate balance sheet and interest rate risk
management strategies. Reference is made to the Market Risk and Asset/Liability Management discussion for more
details on interest-rate risk management activities.

In 2002, taxable-equivalent interest income decreased 19.9% to $1.93 billion compared to 2001. The decrease was
attributable primarily to the decline in the average yield on earning assets, which fell from 7.72% in 2001 to 6.50% in
2002 and reduced interest income $337.2 million. The decline in yield is attributable primarily to the decline in market
interest rates. The decrease in interest income was further affected by the decline in earning assets, principally loans
and investment securities, which decreased interest income $141.5 million. The yield on loans was 6.63% in 2002,
compared to 8.03% in 2001. The yield on investment securities was 6.36% in 2002 and 6.73% in 2001. The lower
yield on loans was the primary factor driving the decrease in the earning assets yield.

In 2002, average loans decreased 4.4%, driven primarily by management s decision to allow certain single-family real
estate loan portfolios, consumer loan portfolios and foreign loan portfolios to liquidate. The total of these, which
decreased average loans by $1.89 billion, or 7.8%, was partially offset by increases in the commercial real estate loans
and home equity loans. The increases in these categories totaled $787.7 million or 3.3%.

Average investment securities continued to decrease in 2002 as a result of strategies designed to manage interest rate
risk. In the fourth quarter, management began to increase the amount of the investment securities portfolio in order to
maintain a targeted interest rate risk profile. Reference is made to the Market Risk and Asset/Liability Management
discussion for more details on interest-rate risk management activities.

Interest Expense

The following table presents a breakdown of average interest-bearing liabilities:

Years Ended December 31,

2003 2002 2001
Average interest-bearing liabilities (in billions) $24.21 $24.21 $26.22
Comprised of:
Deposits 78% 78% 74%
Short-term borrowings 12 11 16
FHLB advances, short- and medium-term bank notes, and other long-term
debt 10 11 10
Rate paid on average interest-bearing liabilities 1.79 2.54 4.19
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In 2003, interest expense was favorably impacted by the sustained low interest rate environment and by management
initiatives to increase low cost transaction and savings deposits through targeted promotions of relationship products.
See the Management Initiatives discussion within this section. Continued use of a suite of retail deposit products with
competitive product features and pricing were the key drivers of the growth in transaction and savings deposits.
Interest expense decreased $179.3 million, or 29.2%, in 2003 compared to 2002. The decrease was attributable to the
average rate paid for interest-bearing liabilities, which decreased from 2.54% in 2002 to 1.79% in 2003. This
accounted for $154.1 million of the decrease in interest expense and was due primarily to the falling interest-rate
environment discussed previously. Additionally, interest expense declined $25.2 million due to a slight decrease in
average interest-bearing liabilities. Average interest-bearing liabilities were impacted by a $394.4 million increase in
short-term borrowings, primarily short-term FHLB advances, a $504.0 million decrease in long-term FHLB advances,
a $260.2 million increase of medium-term senior notes and a $119.6 million decrease in interest-bearing deposits.
Lower time deposit bal