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FORM 10-Q

SECURITIES AND EXCHANGE COMMISSION
Washington, D. C. 20549
(Mark one)
X) QUARTERLY REPORT PURSUANT TO SECTION 1815(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended September 30, 2008

OR
() TRANSITION REPORT PURSUANT TO SECTNA3 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the transition period from to
Commission file number 0015185

CIK number 0000036966

FIRST HORIZON NATIONAL CORPORATION
(Exact name of registrant as specified in figrter)

Tennesse 62-0803242
(State or other jurisdiction of (I.R.S. Employe
incorporation or organization) Identification No.)
165 Madison Avenue, Memphis, Tennes 38103
(Address of principal executive office: (Zip Code)

(901) 5234444

(Registrant's telephone number, including area)code

(Former name, former address and former fiscal,yea
if changed since last report)

Indicate by check mark whether the registrant €k filed all reports required to be filed by Sewti or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 modh$or such shorter period that the registrans wejuired to file such
reports), and (2) has been subject to such fiksggiirements for the past 90 days.

Yes_x No

Indicate by check mark whether the registrantlexge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller
reporting company. See definitions of “accelerdiied,” “large accelerated filer,” and “smaller repiing company” in Rule 12b-2
of the Exchange Act. (Check one):

Large accelerated file_x _ Accelerated filer Non-accelerated filer Smaller reporting company
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Exge Act)

Yes No x

APPLICABLE ONLY TO CORPORATE ISSUERS:
Indicate the number of shares outstanding of e&tfedssuer's classes of common stock, as ofdiest practicable date.

Class Outstanding on September 30, 2(
Common Stock, $.625 par val 201,593,623.52(a)

(a) Includes 5,986,902.521 stock dividend sharssibluted on October 1, 2008 to shareholders afrteon September 12, 2008
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PART I.

FINANCIAL INFORMATION

Item 1. Financial Statements

The Consolidated Condensed Statements of Condition

The Consolidated Condensed Statements of Income

The Consolidated Condensed Statements of Sharekoltpiity
The Consolidated Condensed Statements of Cash Flows
The Notes to Consolidated Condensed Financial igtates

This financial information reflects all adjustmettst are, in the opinion of management, necedsa®y fair presentation of the
financial position and results of operations fa thterim periods presented.




CONSOLIDATED CONDENSED STATEMENTS OF CONDITION

First Horizon National Corporation

September 3 December 3
(Dollarsin thousands)(Unaudited) 2008 2007 2007
Assets:
Cash and due from ban $ 81593 $ 936,700 $ 1,170,22i
Federal funds sold and securit
purchased under agreements to re 921,29¢ 1,096,62 1,089,49!
Total cash and cash equivale 1,737,23I 2,033,33. 2,259,71!
Interes-bearing deposits with other financial institutic 37,54¢ 30,99:¢ 39,42:
Trading securitie 1,561,02: 1,734,65: 1,768,76:
Loans held for sal 718,02¢ 2,900,46- 3,461,71.
Loans held for sal- divestiture - 565,49: 289,87¢
Securities available for sa 2,840,73! 3,076,12( 3,032,55:
Securities held to maturity (fair value ¢- on September 30, 2008; $240
September 30, 2007; and $240 on December 3T): - 24C 24C
Loans, net of unearned incor 21,601,89 21,973,00 22,103,51
Less: Allowance for loan loss 760,45¢ 236,61: 342,34
Total net loan 20,841,44 21,736,39 21,761,17
Mortgage servicing rights, n 798,49 1,470,58! 1,159,82I
Goodwill 192,40¢ 267,22¢ 192,40¢
Other intangible assets, r 46,88 58,73¢ 56,90
Capital markets receivabl 1,651,54 1,219,721 524,41¢
Premises and equipment, | 336,07¢ 411,51! 399,30!
Real estate acquired by foreclos 151,46: 75,65¢ 103,98:
Other asset 1,891,49. 1,874,49 1,949,30i
Other asset- divestiture - 22,62 15,85¢
Total assets $32,804,37 $ 37,478,25 $ 37,015,46
Liabilities and shareholders' equity:
Deposits:
Savings $ 4,350,83: $ 3,592,73. $ 3,872,688
Time deposit: 2,510,34 2,822,79: 2,826,30:
Other intere-bearing deposit 1,638,73: 1,674,62: 1,946,93:
Interes-bearing deposi-divestiture - 361,36¢ 189,05:
Certificates of deposit $100,000 and m 1,470,08! 5,142,16! 3,129,53:
Certificates of deposit $100,000 and m- divestiture - 41,03} 12,617
Interes-bearing 9,969,991 13,634,72 11,977,11
Noninteres-bearing 3,808,23! 4,928,23. 5,026,41
Deposits- divestiture - 72,40 28,75(
Total deposit 13,778,23 18,635,35 17,032,28
Federal funds purchased and secur
sold under agreements to repurct 1,890,68: 4,039,82 4,829,59
Federal funds purchased and secur
sold under agreements to repurct- divestiture - - 20,99¢
Trading liabilities 380,89¢ 543,06( 556,14«
Other shor-term borrowings and commercial pa| 6,149,07: 2,396,311 3,422,99!
Term borrowings 4,545,79: 6,015,95. 6,027,96
Other collateralized borrowin¢ 749,79° 784,59¢ 800,45(
Total lon¢-term debf 5,295,58:i 6,800,55: 6,828,41
Capital markets payabli 1,645,11: 1,053,34! 586,35¢
Other liabilities 791,86° 1,253,29! 1,305,86!
Other liabilitie:-divestiture - 39,38¢ 1,92
Total liabilities 29,931,45 34,761,14 34,584,58
Preferred stock of subsidia 295,27 295,27 295,27
Shareholders' equity
Preferred stoc- no par value (5,000,000 shares authorized, bssued - - -
Common stocl- $.625 par value (shares authori- 400,000,000
shares issued and outstand- 201,593,624 on September 30, 2C
130,257,225 on September 30, 2007; and 130,2848&ecember 31, 2007)
(@) 125,99¢ 78,99: 78,97¢
Capital surplus 1,016,49: 360,01¢ 361,82¢
Undivided profits 1,483,18. 2,048,68! 1,742,89:
Accumulated other comprehensive (loss)/income (48,039 (65,870 (48,109
Total shareholders' equ 2,577,64. 2,421,82 2,135,591
Total liabilities and shareholders' equity $32,804,37  $ 37,478,25 $ 37,015,46

See accompanying notes to consolidated condensaulcfal statements.

Certain previously reported amounts have beengsified to agree with current presentation.

(a) Outstanding shares have been restated totr&€fttober 1, 2008 stock dividend.




CONSOLIDATED CONDENSED STATEMENTS OF INCOME First Horizon National Corporation

Three Months Ende Nine Months Ende:
September 3 September 3
(Dallarsin thousands except per share data)(Unaudited) 200¢ 2007 200¢ 2007
Interest income:
Interest and fees on loa $ 281,64 413270 $ 898,74 1,236,95!
Interest on investment securiti 38,73: 44,99( 118,68: 146,36!
Interest on loans held for s¢ 29,07¢ 66,57( 141,73: 191,33t
Interest on trading securiti 27,58¢ 41,89¢ 93,66 132,53(
Interest on other earning ass 6,19¢ 16,00: 22,35( 53,63«
Total interest incom 383,24: 582,73! 1,275,17: 1,760,82.
Interest expense:
Interest on deposit:
Savings 16,70" 29,14( 60,957 85,09(
Time deposit: 22,17« 34,74 79,21¢ 101,33
Other intere-bearing deposit 3,47¢ 6,17¢ 12,94( 19,87¢
Certificates of deposit $100,000 and m 15,12: 92,557 63,55 309,46
Interest on trading liabilitie 8,30¢ 10,29t 27,31¢ 40,92¢
Interest on she-term borrowings 47,19: 75,11« 166,66¢ 211,21
Interest on lon-term debi 47,11¢ 96,90: 174,38 278,26:
Total interest expen: 160,09¢ 344,93 585,03 1,046,16:
Net interest income 223,14 237,80« 690,13« 714,65!
Provision for loan losse 340,00( 43,35: 800,00( 116,24t
Net interest income/(loss) after provision for loarosses (116,859 194,45. (109,866 598,40¢
Noninterest income:
Capital market: 95,95 63,72 349,74¢ 235,88¢
Deposit transactions and cash managet 45,80: 44,86: 135,15: 127,30(
Mortgage banking 106,81 39,02: 437,94 183,41
Trust services and investment manager 8,15¢ 9,927 26,14¢ 30,23¢
Insurance commissior 7,332 6,747 22,29¢ 24,21(
Gains/(losses) from loan sales and securitiza 3,23¢ 4.77¢ (7,849 24,05:
Equity securities gains/(losses), | (210 - 63,83 2,967
Debt securities gains, n - - 931 6,29
Losses on divestiture (17,489 - (18,919 -
All other income and commissio 55,57t 34,42t 143,99! 132,59!
Total noninterest incomn 305,17: 203,47! 1,153,29! 766,96
Adjusted gross income after provision for loan losss 188,32( 397,92 1,043,42! 1,365,37.
Noninterest expense
Employee compensation, incentives and ben 215,49¢ 236,68: 780,04¢ 741,21
Occupancy 27,21( 34,77¢ 85,81¢ 96,96«
Equipment rentals, depreciation and mainten: 12,33¢ 17,27( 45,61t 56,67
Operations service 20,04: 18,77« 58,12¢ 54,05:
Communications and couri 9,62¢ 10,95¢ 32,10¢ 33,24¢
Amortization of intangible asse 1,80z 2,647 6,42 8,09¢
Goodwill impairmen: - 13,01( - 13,01(
All other expenst 115,75¢ 87,50 298,25: 278,61
Total noninterest expen 402,27: 421,62: 1,306,39: 1,281,87.
Income/(loss) before income taxe (213,95 (23,69 (262,964 83,49°
Provision/(benefit) for income tax (88,859 (9,330 (125,826 5,611
Income/(loss) from continuing operations (125,09Y (14,36%) (137,139 77,88¢
Income from discontinued operations, net of - 20¢ 88¢ 62¢
Net income/(loss’ $ (125,099 $ (14,150 $ (136,250 $ 78,51+
Earnings/(loss) per common shar (Note 8) $ (.62) $ (1) % (.80 $ .61
Diluted earnings/(loss) per common shar (Note 8) $ (.62 $ (1) $ (.80 $ .6C
Weighted average common share(Note 8) 201,18« 129,91 169,48: 129,61:
Diluted average common share(Note 8) 201,18 129,91 169,48. 131,76(

See accompanying notes to consolidated condensaacfal statement
Certain previously reported amounts have beenssified to agree with current presentati




CONSOLIDATED CONDENSED STATEMENTS OF SHAREHOLDERS' EQUITY First Horizon National Corporation

(Dollarsin thousands)(Unaudited) 2008 2007

Balance, January $ 2,135591 $ 2,462,39
Adjustment to reflect change in accounting for baxefits (FIN 48 - (862)
Adjustment to reflect adoption of measurement gateisions for SFAS No. 15 - 6,23:

Adjustment to reflect change in accounting for pases of life insuranc

(EITF Issue No. (-5) - (54¢)
Adjustment to reflect adoption of measurement gateisions for SFAS No. 15 (12,507 -
Adjustment to reflect change in accounting fortsgdillar life insurance arrangemel

(EITF Issue No. (-4) (8,530 -
Net income/(loss (136,25¢) 78,51«
Other comprehensive income/(los

Unrealized fair value adjustments, net of 1

Cash flow hedge (6) (26¢)

Securities available for se (2,679 (5,59))

Recognized pension and other employee berlafismet periodic benefit cos 2,74¢ 4,123
Comprehensive income/(los (136,19) 76,78
Cash dividends declar¢ (64,43)) (170,620
Common stock issuance (69 million shares issu&d@iper shar 659,65¢ -

net of offering costs
Common stock repurchas (261) (2,099
Common stock issued fc

Stock options and restricted stc 572 34,24:
Excess tax benefit from stc-based compensation arrangeme (1,53)) 6,261
Stocl-based compensation expel 5,262 9,01¢
Other - 31
Balance, September 3! $ 257764, $ 2,421,82

See accompanying notes to consolidated condensaacfal statement




CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS First Horizon National Corporation

Nine Months Ended September

(Dallars in thousands)(Unaudited) 2008 2007
Operating Net (loss)/income $ (129,45) $ 78,51«
Activities Adjustments to reconcile net (loss)/income to rethcprovided/(used) by operating activiti
Provision for loan losse¢ 800,00 116,24¢
(Benefit)/provision for deferred income 1 (221,769 5,611
Depreciation and amortization of premises aqdmment 31,99¢ 44,28¢
Amortization of intangible asse 6,42 8,09¢
Net other amortization and accret 34,23¢ 48,97¢
Decrease in derivatives, t (33,399 (103,169
Market value adjustment on mortgage servicigigts 63,76¢ 25¢
Provision for foreclosure reser 10,43: 4,14«
Loss on divestiture 18,91 -
Stocl-based compensation expel 5,262 9,01¢
Excess tax benefit from st-based compensation arrangeme 1,531 (6,267)
Equity securities gains, n (63,837 (2,967
Debt securities gains, r (931 (6,297)
Gains on repurchases of d (31,51%) -
Net losses on disposal of fixed as: 23,79 1,09:
Net (increase)/decrease
Trading securitie 76,63¢ 496,09:
Loans held for sa 2,775,18: (26,887)
Capital markets receivabl (1,127,12) (487,439
Interest receivab 24,75: 3,46¢
Other asse 122,70¢ 24,96
Net increase/(decrease)
Capital markets payabl 1,058,76! 253,86(
Interest payabl (38,79 4,98¢
Other liabilities (308,68 (74,50:)
Trading liabilities (175,249 (246,89)
Total adjustmen 3,053,11. 66,687
Net cash provided by operating activit 2,923,66: 145,20:
Investing Held to maturity securitie:
Activities  Maturities 24C 28
Available for sale securitie
Sales 104,94( 636,18t
Maturities 503,98 765,60:
Purchase (348,889 (543,54Y
Premises and equipme
Purchases/(Sale (37,050 (24,199
Net decrease in securitization retained interdassified as trading securiti 43,23’ -
Net increase/(decrease) in lo: 272,11! (581,36
Net increase/(decrease) in inte-bearing deposits with other financial
institutions 1,87¢ (12,95)
Cash payments related to divestitL (20,51%) -
Net cash provided by investing activiti 519,93t 239,75¢
Financing Common stock
Activities  Exercise of stock optior 511 34,45(
Cash dividends pa (64,069 (168,50¢)
Repurchase of shar (261) (2,099
Issuance of shar 659,66( -
Excess tax benefit from stc-based compensation arrangeme (1,537 6,261
Long-term debt;
Issuanct 25,00: 1,222,43.
Payment: (1,354,26) (265,05¢)
Cash paid for repurchase of d (212,26() -
Issuance of preferred stock of subsidi - 8
Repurchase of preferred stock of subsid - @
Net increase/(decrease)
Deposits (2,785,071 (1,577,87)
Shor-term borrowings (233,804 251,66:
Net cash (used)/provided by financing activi (3,966,089 (497,72)
Net decrease in cash and cash equiva (522,48Y (112,76)
Cash and cash equivalents at beginning of pe 2,259,71! 2,146,09:
Cash and cash equivalents at end of pe $ 1,737,231 $ 2,033,33.
Total interest pai 621,81: 1,039,82
Total income taxes pa 183,53t 14,01¢

See accompanying notes to consolidated condensaucfal statement
Certain previously reported amounts have beenssified to agree with current presentati






Note 1 - Financial Information

The unaudited interim consolidated condensed fimhstatements of First Horizon National Corporat{&HN), including its
subsidiaries, have been prepared in conformity atttounting principles generally accepted in théddnStates of America and
follow general practices within the industries ihieh it operates. This preparation requires mamage to make estimates and
assumptions that affect the amounts reported ifitlacial statements and accompanying notes. eféssmates and assumptions
are based on information available as of the diatieeofinancial statements and could differ frontuat results. In the opinion of
management, all necessary adjustments have beenforaal fair presentation of financial position ardults of operations for the
periods presented. The operating results forrttezim 2008 periods are not necessarily indicativilne results that may be
expected going forward. For further informatiosfer to the audited consolidated financial stateamenthe 2007 Annual Report
shareholders.

Investment Securities Venture capital investments are classified aaritées available for sale and are carried at¥alue. Upon
adoption of Statement of Financial Accounting Stadd No. 157, “Fair Value Measurements” (SFAS Ng¥)lon January 1, 2008,
unrealized gains and losses on such securitie®eognized prospectively in noninterest incomeorRo FHN’s adoption of SFA!
No. 157, venture capital investments were initi@ijyued at cost based on their unmarketable naButgsequently, the:
investments were adjusted to reflect changes imati@n as a result of public offerings or otherrtitamporary declines in value.

Loans Held for Sale and Securitization and Residuaterests. Loans originated or purchased for resale, togetfitarmortgage
loans previously sold which may be unilateralijedlby FHN, are included in loans held for saletime consolidated statements
condition. Effective January 1, 2008, upon adaptib Statement of Financial Accounting Standards N®, “The Fair Value
Option for Financial Assets and Financial Liabd#? (SFAS No. 159), FHN elected the fair value @ptn a prospective basis for
almost all types of mortgage loans originated fde purposes. Such loans are carried at fair yalitk changes in the fair value of
these loans recognized in the mortgage bankingntenaist income section of the Consolidated CondkStstements of

Income. For mortgage loans originated for salenoich the fair value option is elected, loan arion fees are recorded by FHN
when earned and related direct loan originationscare recognized when incurred. Interests retefrom the securitization of
such loans are included as a component of tradiogrigies on the Consolidated Condensed Staterné@sndition, with related
cash receipts and payments classified prospectinefywesting activities on the Consolidated CorsghStatements of Cash Flows
based on the purpose for which such financial asgete retained. See Note 14 — Fair Values oft&ss&d Liabilities for

additional information.

After adoption of SFAS No. 159, FHN continued tec@ant for all mortgage loans held for sale whicheveriginated prior to 2008
and for mortgage loans held for sale for which ¥ailue accounting was not elected at the lowewosf or market value. For such
loans, net origination fees and costs were defenetincluded in the basis of the loans in caloudagiains and losses upon

sale. Gains and losses realized from the saleesktassets were included in noninterest incomtereists retained from the sale of
such loans are included as a component of tradiogrities on the Consolidated Condensed Staternéfsndition.

Accounting ChangesEffective January 1, 2008, FHN adopted SFAS No.WbRh allows an irrevocable election to measure
certain financial assets and liabilities at failueaon an instrument-by-instrument basis, with atized gains and losses recognized
currently in earnings. Under SFAS No. 159, theaiue option may only be elected at the timendfal recognition of a financial
asset or liability or upon the occurrence of cerspecified events. Additionally, SFAS No. 159pdes that application of the fair
value option must be based on the fair value drdire financial asset or liability and not selekctisks inherent in those assets or
liabilities. SFAS No. 159 requires that assets lelities which are measured at fair value parsito the fair value option be
reported in the financial statements in a manregrsbparates those fair values from the carryingueats of similar assets and
liabilities which are measured using another mesment attribute. SFAS No. 159 also provides expdrisclosure requirements
regarding the effects of electing the fair valuéi@pon the financial statements. Upon adoptioBBAS No. 159, FHN elected the
fair value option on a prospective basis for alnadistypes of mortgage loans originated for salppees. Additionally, in
accordance with SFAS No. 159's amendment of Stateofd=inancial Accounting Standards No. 115, “Aacting for Certain
Investments in Debt and Equity Securities”, FHNdregrospectively classifying cash flows associatil its retained interests in
securitizations recognized as trading securitighiwinvesting activities in the Consolidated Consked Statements of Cash Flows.

Effective January 1, 2008, FHN adopted SEC Staffounting Bulletin No. 109, “Written Loan CommitmerRRecorded at Fair
Value Through Earnings” (SAB No. 109) prospectivigly derivative loan commitments issued or modiféddr that date. SAB
No. 109 rescinds SAB No. 1's prohibition on inclusion of expected net futaash flows related to loan servicing activitieshia
fair value measurement of a written loan commitme3AB No. 109 also applies to any loan commitmémtsvhich fair value
accounting is elected under SFAS No. 159. FHNndidelect fair value accounting for any other lcammitments under SFAS
No. 159.




Note 1 - Financial Information (continued)

The prospective application of SAB No. 109 andghespective election to recognize substantiallynal mortgage loan
originations at fair value under SFAS No. 159 regliin a positive impact of $58.1 million on ficpiarter 2008 pre-tax

earnings. This represents the estimated valueoafgage servicing rights included in (1) interegerlock commitments entered
into in first quarter 2008 that remained on theahak sheet at quarter end and (2) mortgage waretmass originated in first
quarter 2008 accounted for at elected fair valugkvremained on the balance sheet at quarter 8adond quarter 2008 earnings
were negatively impacted by $20.9 million relatedite adoption of SAB No. 109 and SFAS No. 15%a8$ and commitments
remaining on the balance sheet at the end ofdfiratter 2008 were sold. Third quarter 2008 eamimgre negatively affected by
$35.2 million related to the adoption of SAB No91#hd SFAS No. 159 as remaining loans and commisran the balance sheet
were sold either as part of the transaction withliie Bank, N.A. or through subsequent deliveriéshe mortgage warehouse.

Effective January 1, 2008, FHN adopted SFAS No.fbsexisting fair value measurement requiremeelated to financial assets
and liabilities as well as to non-financial assetd liabilities which are remeasured at least altywuin February 2008, the FASB
staff issued FASB Staff Position No. FAS 157-2,féetive Date of FASB Statement No. 157" (FSP FA3-2h which delayed th
effective date of SFAS No. 157 until fiscal yeaegimning after November 15, 2008, for non-finaneiséets and liabilities which
are recognized at fair value on a non-recurringsbaSFAS No. 157 establishes a hierarchy to bd usperforming measurements
of fair value. Additionally, SFAS No. 157 emphaszhat fair value should be determined from threpetive of a market
participant while also indicating that valuationthedologies should first reference available madegt before using internally
developed assumptions. SFAS No. 157 also prowgpanded disclosure requirements regarding thetsféd fair value
measurements on the financial statements. Upoadbgtion of the provisions of SFAS No. 157 for finl assets and liabilities
well as non-financial assets and liabilities rennead at least annually on January 1, 2008, a negatter-tax cumulative-effect
adjustment of $12.5 million was made to the opetialgnce of undivided profits for interest rated@ommitments which FHN
previously measured under the guidance of EITF,02s8ues Involved in Accounting for Derivative Qoacts Held for Trading
Purposes and Contracts Involved in Energy TradimRisk Management Activities” (EITF 02-3). Thiéeet of the change in
accounting for these interest rate lock commitmentsluced a $15.7 million negative effect on fgearter 2008 pre-tax earnings
as the $14.2 million positive effect of deliveritige loans associated with the commitments existirtge beginning of the quarter
was more than offset by a negative impact of $28IBon for commitments remaining on the balanceettat quarter end that was
previously deferred under EITF 02-3 until delivefithe associated loans.

Second quarter 2008 earnings were positively ingaaby a net of $13.7 million related to the adaptid SFAS No. 157 as (1)
FHN continued to deliver loans that had been comenitts upon adoption of SFAS No. 157, (2) some camarits existing at
March 31, 2008 were delivered as loans during ¢#eersd quarter and (3) additional commitments thatld/have been deferred
under EITF 02-3 were made. Third quarter 2008iegewere positively impacted by a net $20.8 millas (1) FHN continued to
deliver loans that had been commitments upon adloti SFAS No. 157, (2) some commitments existindguae 30, 2008 were
delivered as loans during the third quarter anda{®)itional commitments that would have been deteunder EITF 02-3 were
made. Substantially all commitments existing agést 31, 2008 were sold to MetLife Bank, N. A. Fldbhtinues to assess the
financial impacts of applying the provisions of SFAo. 157 to non-financial assets and liabiliti¢sol are recognized at fair
value on a non-recurring basis.

In October 2008, the FASB issued FASB Staff Positim. FAS 157-3, “Determining the Fair Value ofiadncial Asset When the
Market for That Asset is Not Active” (FSP FAS 15)-FSP FAS 157-3 clarifies the application of SFRA& 157 in a market that
is not active and provides an example to illustkate considerations in determining the fair valfia financial asset when the
market for that asset is not active. FSP FAS 158 effective upon issuance, including prior pasifor which financial
statements had not been issued. FHN applied tldamee of FSP FAS 157-3 in its fair value measurgmas of September 30,
2008 and the effects of adoption were not material.

Effective January 1, 2008, FHN adopted FASB Stafiffon No. FAS 157-1, “Application of FASB StatemiéNo. 157 to FASB
Statement No. 13 and Other Accounting Pronouncesrigmat Address Fair Value Measurements for Purpoiskesase
Classification or Measurement under Statement ESP(FAS 157-1), which amends SFAS No. 157 to excitdtement of
Financial Accounting Standards No. 13, “AccountiogLeases” §FAS No. 13), and other accounting pronounceméatsaddres
fair value measurements for purposes of leaseifitag®on or measurement under SFAS No. 13 fronsdtspe. The adoption of
FSP FAS 157-1 had no effect on FHN's statemenbaodlition or results of operations.

Effective January 1, 2008, FHN adopted EITF Issoe®6-4, “Accounting for Deferred Compensation &uwdtretirement Benefit
Aspects of Endorsement Split-Dollar Life Insuradgeangements” (EITF 06-4). EITF 06-4 requires thditability be recognized
for contracts written to employees which providtifa postretirement benefits that are covered bipesement split-dollar life
insurance arrangements because




Note 1 - Financial Information (continued)

such obligations are not considered to be effelgtivettled upon entering into the related insuraarcangements. FHN recognized
a decrease to undivided profits of $8.5 milliort, ofetax, upon adoption of EITF 06-4.

Effective January 1, 2008, FHN adopted FASB Stafifton No. FIN 39-1, “Amendment of FASB Interprétaé No. 39” ESP FIN
39-1). FSP FIN 39-1 permits the offsetting of featue amounts recognized for the right to recle&sh collateral or the obligation
to return cash collateral against fair value amsuatognized for derivative instruments executeti thie same counterparty under
the same master netting arrangement. Upon adoptiB8P FIN 39-1, entities were permitted to chathgdgr previous accounting
policy election to offset or not offset fair valaenounts recognized for derivative instruments uma@ster netting

arrangements. FSP FIN 39-1 requires additionalaBsires for derivatives and collateral associatitial master netting
arrangements, including the separate disclosuagnoiunts recognized for the right to reclaim cadtataral or the obligation to
return cash collateral under master netting arneaeges as of the end of each reporting period ftities that made an accounting
policy decision to not offset fair value amounEHN retained its previous accounting policy elettio not offset fair value
amounts recognized for derivative instruments umna@ster netting arrangements upon adoption of HSRBg-1.

FHN also adopted FASB Statement 133 Implementasisme No. E23, “Issues Involving the Applicatiortioé Shortcut Method
under Paragraph 68" (DIG E23) as of January 1, 2@$hedging relationships designated on or afteh date. DIG E23 amends
SFAS No. 133 to explicitly permit use of the shattmethod for hedging relationships in which amfest rate swap has a nonzero
fair value at inception of the hedging relationsiipich is attributable solely to the existence didgask spread in the entity’s
principal market under SFAS No. 157. Additiona}G E23 allows an entity to apply the shortcut noet to a qualifying fair

value hedge when the hedged item has a tradetdsdtditfers from its settlement date because oégaly established conventions
in the marketplace in which the transaction to &egor issue the hedged item is executed. Preéegishortcut hedging
relationships were analyzed as of DIG E23’s adopdiate to determine whether they complied withréwésed shortcut criteria at
their inception or should be dedesignated prospalgti The adoption of DIG E23 had no effect on Fsifihancial position or
results of operations as all of FHN’s preexistirgiging relationships met the requirements of DIG BRtheir inception.

Effective January 1, 2007, FHN adopted Statemefirancial Accounting Standards No. 155, “Accougftior Certain Hybrid
Financial Instruments” (SFAS No. 155), which pesidir value remeasurement for hybrid financiatimsients that contain an
embedded derivative that otherwise would requiferbation. Additionally, SFAS No. 155 clarifies thecounting guidance for
beneficial interests in securitizations. Under SA¥& 155, all beneficial interests in a securifimatrequire an assessment in
accordance with SFAS No. 133 to determine if anemtdied derivative exists within the instrument. dididion, effective January
2007, FHN adopted Derivatives Implementation Grtagoe B40, “Application of Paragraph 13(b) to Sémad Interests in
Prepayable Financial Assets” (DIG B40). DIG B40vies an exemption from the embedded derivativieafesaragraph 13(b) of
SFAS No. 133 for instruments that would otherwisguire bifurcation if the test is met solely be@afa prepayment feature
included within the securitized interest and prepemt is not controlled by the security holder. 8iff¢iN presents all retained
interests in its proprietary securitizations aslitig securities and due to the clarifying guidaotBIG B40, the impact of adopting
SFAS No. 155 was immaterial to the results of ojena.

Effective January 1, 2007, FHN adopted FASB Intetgtion No. 48, “Accounting for Uncertainty in lrmoe Taxes” (FIN 48)
which provides guidance for the financial statenrenbgnition and measurement of a tax positionrtalteexpected to be taken il
tax return. FIN 48 also provides guidance on thesification and disclosure of uncertain tax posg in the financial

statements. Upon adoption of FIN 48, FHN recoghaeumulative effect adjustment to the beginnialgubce of undivided profits
in the amount of $.9 million for differences betwahe tax benefits recognized in the statement®odflition prior to the adoption
of FIN 48 and the amounts reported after adoption.

Effective January 1, 2007, FHN adopted EITF Issoe®6-5, “Accounting for Purchases of Life InsurareDetermining the
Amount That Could Be Realized in Accordance withSBATechnical Bulletin No. 85-4, Accounting for Phases of Life
Insurance” (EITF 06-5). EITF 06-5 provides thatgidition to cash surrender value, the asset rézedgfor a life insurance
contract should consider certain other provisiordlided in a policy’s contractual terms with adgtitll amounts being discounted
if receivable beyond one year. Additionally, EIT&-5requires that the determination of the amountebatd be realized under
insurance contract be performed at the individwditp level. FHN recognized a reduction of unditprofits in the amount of ¢
million as a result of adopting EITF 06-5. Effeetidanuary 1, 2007, FHN elected early adoptiom@final provisions of
Statement of Financial Accounting Standards No, 1E8ployers’ Accounting for

10




Note 1 - Financial Information (continued)

Defined Benefit Pension and Other Postretiremesmti$2-an amendment of FASB Statements No. 87, 88,atab132(R)” (SFAS
No. 158), which required that the annual measur¢iai@ie of a pla's assets and liabilities be as of the date ofitrencial
statements. As a result of adopting the measuredaatprovisions of SFAS No. 158, total equity waseased by $6.2 million on
January 1, 2007, consisting of a reduction to uddiy profits of $2.1 million and a credit to accuatad other comprehensive
income of $8.3 million.

Accounting Changes Issued but Not Currently Effeati

In September 2008, the FASB issued FASB Staff Posilo. FAS 133-1 and FIN 45-4, “Disclosures abOutdit Derivatives and
Certain Guarantees: An Amendment of FASB StateNentl33 and FASB Interpretation No. 45; and Cleafion of the Effective
Date of FASB Statement No. 161" (FSP FAS 133-13PFAS 133-1 requires sellers of credit derivataed similar guarantee
contracts to make disclosures regarding the natiema, fair value, potential losses and recourseipions for those contracts. F
FAS 133-1 is effective for reporting periods endaftgr November 15, 2008. Since FHN is not a selieredit derivatives or
similar financial guarantees, the effect of adap#8P FAS 133-1 will not be material to FHN.

In May 2008, the FASB issued Statement of Finankgalounting Standards No. 162, “The Hierarchy oh&ally Accepted
Accounting Principles” (SFAS No. 162). SFAS No2l@entifies the sources of accounting principled the framework for
selecting the principles used in the preparatiofinaihcial statements of nongovernmental entities &re presented in conformity
with generally accepted accounting principles (GAAPthe United States. As the GAAP hierarchy wakide in accounting
literature established by the FASB upon adoptioSBAS No. 162, it will become explicitly and dirlgcapplicable to preparers of
financial statements. SFAS No. 162 is effectivel&@s following the SEC’s approval of the Publion@any Accounting
Oversight Board’s amendments to AU Section 411 g*Meaning of Present Fairly in Conformity With Geadly Accepted
Accounting Principles”. The adoption of SFAS N62will have no effect on FHN'’s statement of coimditor results of
operations.

In March 2008, the FASB issued Statement of Fireretcounting Standards No. 161, “Disclosures aterivative Instruments
and Hedging Activities - an amendment of FASB Steget No. 133" (SFAS No. 161). SFAS No. 161 reqaigahanced
disclosures related to derivatives accounted factordance with SFAS No. 133 and reconsidersiegidisclosure requirements
for such derivatives and any related hedging itefirfge disclosures provided in SFAS No. 161 willreguired for both interim and
annual reporting periods. SFAS No.

161 is effective prospectively for quarterly intarperiods beginning after November 15, 2008. Fhlbuirrently assessing the
effects of adopting SFAS No. 161.

In February 2008, FASB Staff Position No. FAS 140/ counting for Transfers of Financial Assets &epurchase Financing
Transactions” (FSP FAS 140-3), was issued. FSP FXB3 permits a transferor and transferee to séglgraccount for an initial
transfer of a financial asset and a related re@selinancing that are entered into contemporaheuwiith, or in contemplation of,
one another if certain specified conditions are atéhe inception of the transaction. FSP FAS 348quires that the two
transactions have a valid and distinct businegzonomic purpose for being entered into separataiythat the repurchase
financing not result in the initial transferor régag control over the previously transferred fineh asset. FSP FAS 140-3 is
effective prospectively for initial transfers exésdi in reporting periods beginning on or after Nober 15, 2008. The effect of
adopting FSP FAS 140-3 will not be material to FHN.

In December 2007, the FASB issued Statement onginbAccounting Standards No. 141-R, “Business Gioations” (SFAS No.
141-R) and Statement of Financial Accounting Stastel&lo. 160, “Noncontrolling Interests in ConsotetaFinancial Statements —
an Amendment of ARB No. 51” (SFAS No. 160). SFA& N41-R requires that an acquirer recognize teetascquired and
liabilities assumed in a business combination, el & any noncontrolling interest in the acquigeheir fair values as of the
acquisition date, with limited exceptions. Additally, SFAS No. 141-R provides that an acquiremcaspecify an effective date
for a business combination that is separate fraratiyuisition date. SFAS No. 141-R also provities acquisition-related costs
which an acquirer incurs should be expensed ipémi®d in which the costs are incurred and theisesvare received. SFAS No.
160 requires that acquired assets and liabilittembasured at full fair value without consideratomwnership percentage. Under
SFAS No. 160, any non-controlling interests in aquiree should be presented as a separate compafreaquity rather than on a
mezzanine level. Additionally, SFAS No. 160 prasdhat net income or loss should be reportederctmsolidated income
statement at its consolidated amount, with discsn the face of
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Note 1 - Financial Information (continued)

the consolidated income statement of the amouot$olidated net income which is attributable ® parent and noncontrolling
interests, respectively. SFAS No. 141-R and SFASI0 are effective prospectively for periods begig on or after December
15, 2008, with the exception of SFAS No. 16ptesentation and disclosure requirements whiohldtbe retrospectively applied
all periods presented. FHN is currently assediadinancial impact of adopting SFAS No. 141-R &#AS No. 160.

In June 2007, the American Institute of Certifiatbfc Accountants (AICPA) issued Statement of Rosi07-1, “Clarification of
the Scope of the Audit and Accounting Guide InvesttrCompanies and Accounting by Parent Compani@&gnity Method
Investors for Investments in Investment Compan{8&P 07-1), which provides guidance for determinitngther an entity is
within the scope of the AICPA’s Investment Compar@®ide. Additionally, SOP 07-1 provides certaiitecia that must be met in
order for investment company accountagplied by a subsidiary or equity method investeleet retained in the financial stateme
of the parent company or an equity method invesB®P 07-1 also provides expanded disclosure remeints regarding the
retention of such investment company accountingénconsolidated financial statements. In May 260¥SB Staff Position No.
FIN 46(R)- 7, “Application of FASB InterpretationdN46(R) to Investment Companies” (FSP FIN 46(Ryv@} issued. FSP FIN
46(R)-7 amends FIN 46(R) to provide a permanenggtian to its scope for companies within the scoiple revised Investment
Companies Guide under SOP 07-1. In February 20@&ASB issued FASB Staff Position No. SOP 07-TFlhe Effective Date
of AICPA Statement of Position 07-1" which indefily defers the effective date of SOP 07-1 and FBP46(R)-7.
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Note 2 - Acquisitions/Divestitures

In June 2008, FHN announced that it had reacheiaitive agreement with MetLife Bank, N.A. (Metlgf, a wholly-owned
subsidiary of MetLife, Inc., for the sale of mokeah 230 retail and wholesale mortgage originatifices nationwide as well as its
loan origination and servicing platform. Effectifegust 31, 2008, the parties completed the instgatlement for MetLife’s
acquisition of substantially all of FHN's mortgagegination pipeline, related hedges, certain fiasdets and other associated
assets. MetLife did not acquire any portion of FsiMortgage loan warehouse. First Horizon retaitethortgage operations in
and around Tennessee, continuing to originate Hoares for customers in its banking market footprifHN also agreed with
MetLife for the sale of servicing assets, and ezldtedges, on $19.1 billion of first lien mortgdgens and associated custodial
deposits. Additionally, FHN has entered into assubicing agreement with MetLife for the remaindéFHN'’s servicing

portfolio. MetLife generally paid book value fdret assets and liabilities it acquired, less a @gelprice reduction of
approximately $10.0 million. The assets and liib8 related to the mortgage operations divestecbwncluded in the Mortgage
Banking segment and were reflected as “divestitorethe Consolidated Condensed Statements of Gomdidr the reporting
period ending June 30, 2008. In third quarter 2688\ recognized a loss on divestiture of $17.Siamlrelated to this transaction
which is included in the noninterest income sectibthe Consolidated Condensed Statements of Inamesses on

divestitures. The purchase price is subject tost-plosing true up which FHN currently expect®eour in fourth quarter 2008.

Due to efforts initiated by FHN in 2007 to impropeofitability, in July 2007 management decided twsue the sale, closure, or
consolidation of 34 full-service First Horizon Bahtanches in Atlanta, Baltimore, Dallas and Nonthéirginia. In September
2007, it was announced that agreements for theofalé 34 of the branches had been reached. Agdeegains of $15.7 million
were recognized in fourth quarter 2007 from theaistion of 15 of the branches. Additionally, lesof $1.0 million and $0.4
million were recognized in the first and secondrtgra of 2008, respectively, from the dispositidrihe remaining First Horizon
Bank branches. These transactions resulted itvahefer of certain loans, certain fixed assetsl(ting branch locations) and
assumption of all the deposit relationships offiret Horizon Bank branches that were divestede a$sets and liabilities relatec
the First Horizon Bank branches were included enRegional Banking segment and were reflected iasstiture” on the
Consolidated Condensed Statements of Conditiorefmrting periods ending prior to June 30, 2008e Tbsses realized in the fi
and second quarters of 2008 from the dispositidfirst Horizon Bank branches are included in theimerest income section of
the Consolidated Condensed Statements of Incorussas on divestitures.

In addition to the divestitures mentioned abovelNFtquires or divests assets from time to timedangactions that are considered
business combinations or divestitures but are raterial to FHN individually or in the aggregate.
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Note 3- Investment Securities
The following tables summarize FHN's investmenusiées as of September 30, 2008 and 2(
On September 30, 200:

Gross Gross
Amortizec Unrealized Unrealizec Fair

(Dallarsin thousands) Cos Gains Losses Value
Total securities held to maturi $ - $ - $ - $ -
Securities available for sale

U.S. Treasurie $ 47,89 $ 13 $ - $ 48,03
Government agency issued MB 1,247,7¢ 13,4C (34( 1,260,8¢
Government agency issued CM: 1,080,6¢€ 14,61 (49: 1,094,7¢
Other U.S. government agencie 133,4C 2,11 (20( 135,32
States and municipalitie 31,65 4 - 31,67
Other 2,37 - (23¢ 2,18
Equity** 267,87 £ - 267,92
Total securities available for sale* $2,811,63 $30,37: $ (1,270 $2,840,73

*Includes securities issued by government sponsmgties which are not backed by the full faith @nedit of the U.S.
government
** Includes FHLB and FRB stock, venture capital, momayket, and cost method investme
*** Includes $2.5 billion of securities pledged to sequublic deposits, securities sold under agreesrtertepurchase and for other
purposes

On September 30, 200

Gross Gross

Amortized Unrealized Unrealizec Fair
(Dallarsin thousands) Cost Gains Losses Value
Securities held to maturity:
States and municipalities $ 24 $ - $ - $ 24
Total securities held to maturi $ 24 $ - $ - $ 24
Securities available for sale
U.S. Treasurie $ 34,89 $ 121 $ - $ 35,01
Government agency issued MB 1,343,12 2,84 (6,18¢ 1,339,77
Government agency issued CM 1,236,32 7,3€ (3,20¢ 1,240,4¢
Other U.S. government agencie 225,3% 2,1C (95° 226,47
States and municipalitie 1,5C - - 1,5C
Other 9,07 (2¢ 9,0t
Equity** 223,9¢ - (14« 223,82
Total securities available for sale* $3,074,20 $12,43! $ (10,524 $3,076,12

*Included securities issued by government sponseméties which are not backed by the full faith aneldit of the U.S.
government
** Included FHLB and FRB stock, venture capital, momgyrket, and cost method investme
*** Included $2.8 billion of securities pledged to segoublic deposits, securities sold under agreesrtertepurchase and for other
purposes
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Note 3- Investment Securities (continued

The following tables provide information on investnts within the available for sale portfolio thalvk unrealized losses as
September 30, 2008 and 201
On September 30, 200

Less than 12 montt 12 Months or Longe Total

Fair Unrealized Fair Unrealized Fair Unrealized
(Dollarsin thousands) Value Losses Value Losses Value Losses
Government agency issued Ml $ 67,05 $ (340% -8 - $ 67,05 $ (340
Government agency issued CA\ 81,42 (49: - - 81,42 (491
Other U.S. government agenc - - 22,64 (20C 22,64 (20
Other 3t (1 41 (222 7€ (23¢
Total debt securitie 148,83 (848 23,05 (422 171,89! (1,270
Equity - - - - - -
Total temporarily impaired securit $ 148,83 $ (848 $ 23,05 $ (422 $ 17189 $ (1,270

Gross unrealized losses as of September 30, 20@8psiacipally related to U.S. Government ageneied primarily caused by
interest rate changes. FHN has reviewed thesegisesin accordance with its accounting policy édher-than-temporary
impairments and does not consider them other- thaporarily impaired. FHN has both the intent abdity to hold these
securities for the time necessary to recover thertined cost

On September 30, 200

Less than 12 montt 12 Months or Longe Total

Fair Unrealized Fair Unrealized Fair Unrealized
(Dallarsin thousands) Value Losses Value Losses Value Losses
Government agency issued Ml $ 785,79 $ (6,189% - $ - $ 78579 $ (6,189
Government agency issued CN 238,87 (67: 132,7C (2,537 371,5¢ (3,20¢
Other U.S. government agenc - - 24,55 (957 24,5¢ (957
Other 1,3¢ : 2,8¢ (25 4,2¢ (2€
Total debt securitie 1,026,06 (6,861 160,15 (3,519 1,186,22, (10,380
Equity 21 (2( Z (124 2¢ (14¢

Total temporarily impaired securit $ 1,026,27 $ (6,881 $ 160,19 $ (3,643 $ 1,186,46 $ (10,524
Gross unrealized losses as of September 30, 20@7psiacipally related to U.S. Government ageneied primarily caused by
interest rate changes. FHN reviewed these seaunitiaccordance with its accounting policy for ettfean-temporary impairments
and did not consider them other- than-temporanilgaired. As of September 30, 2007, FHN had battirttent and ability to hold
these securities for the time necessary to redche amortized cos
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Note 4- Loans

The composition of the loan portfolio is detailezldw:

September 3 December 3:
(Dallarsin thousands) 2008 2007 2007
Commercial:
Commercial, financial and industr $ 764268 $ 697864 $ 7,140,08
Real estate commerc 1,492,32. 1,326,26. 1,294,92;
Real estate constructi 2,020,45! 2,828,54! 2,753,47!
Retail:
Real estate resident 8,192,922 7,544,04: 7,791,88!
Real estate constructir 1,201,91. 2,160,59: 2,008,28!
Other retai 139,44 144,52t 144,01
Credit card receivable 194,96¢ 196,96 204,81
Real estate loans pledged against other callated
borrowings 717,19: 793,42: 766,02
Loans, net of unearned incol 21,601,89 21,973,00 22,103,51
Allowance for loan losse 760,45¢ 236,61: 342,34
Total net loan: $ 2084144 $ 21,736,39 $ 21,761,17

Nonperforming loans consist of loans which managerhas identified as impaired, other nonaccruatdocand loans which ha
been restructured. On September 30, 2008 and #¢Ye, were no significant outstanding commitmeatadvance additional funds to custon
whose loans had been restructured. The followihtptaresents nonperforming loal

September 30 December 3.
(Dollars in thousands) 2008 2007 2007
Impaired loan: $ 404,45¢  $ 93,97: $ 126,61:
Other nonaccrual loan: 495,51¢ 114,33« 180,47!
Total nonperforming loan $ 899,97t $ 208,30t $ 307,08

* On September 30, 2008 and 2007, and on Decenihe&d0®7, other nonaccrual loans included $9.1 omi)l$18.5 million, and $23.8 million, respectivedy
loans held for salt
Certain previously reported amounts have beenssified to agree with current presentati

Generally, interest payments received on impaioads are applied to principal. Once all principed been received, additional payme
are recognized as interest income on a cash Fdsdollowing table presents information concernimgaired loans

Three Months Ende Nine Months Ende:
September 3 September 3
(Dollars in thousands) 2008 2007 2008 2007
Total interest on impaired loa $ 167 $ 152 % 427 $ 64€
Average balance of impaired log 416,10: 79,06( 321,39 52,52°

Certain previously reported amounts have beenssified to agree with current presentati

Activity in the allowance for loan losses relatechbr-impaired loans, impaired loans, and for the toltalxaance for the nine months end
September 30, 2008 and 2007, is summarized asv&l

(Dallarsin thousands) Non-impairec Impaired Total
Balance on December 31, 20 $ 206,29. $ 9,99: $ 216,28!
Provision for loan losse 81,63( 34,61¢ 116,24t
Divestitures/acquisitions/transfe (14,94¢) - (14,94¢)
Chargeoffs (64,227) (27,799 (92,01¢)
Recoveries 10,08¢ 954 11,04:
Net charg-offs (54,13 (26,840 (80,979
Balance on September 30, 2( $ 218,84. $ 17,76¢ $ 236,61
Balance on December 31, 20 $ 325290 $ 17,04:  $ 342,34:
Provision for loan losse 627,19¢ 172,80: 800,00
Divestitures/acquisitions/transfe (382) - (382)
Chargeoffs (219,76() (173,58 (393,34)
Recoveries 10,39: 1,44¢ 11,83¢
Net charg-offs (209,36% (172,134 (381,509
Balance on September 30, 20( $ 742,748 $ 17,71 $ 760,45t

Certain previously reported amounts have beenssified to agree with current presentati
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Note 5 - Mortgage Servicing Rights

FHN recognizes all its classes of mortgage sergidights (MSR) at fair value. Classes of MSR atedmined in accordance with
FHN's risk management practices and market inpsesi in determining the fair value of the servicisget. The balance of MSR
included on the Consolidated Condensed Statemé@sralition represents the rights to service apipnaxely $65.3 billion of
mortgage loans on September 30, 2008, for whi@naang right has been capitalized.

Since sales of MSR tend to occur in private tratisas and the precise terms and conditions of dfessare typically not readily
available, there is a limited market to refer t@@termining the fair value of MSR. As such, lit@er participants in the mortgage
banking business,

FHN relies primarily on a discounted cash flow middeestimate the fair value of its MSR. This mbclgculates estimated fair
value of the MSR using predominant risk charadiesf MSR, such as interest rates, type of pro¢fued vs. variable), age
(new, seasoned, or moderate), agency type andfaitters. FHN uses assumptions in the model thalieves are comparable to
those used by brokers and other service provideri\ also periodically compares its estimates wffalue and assumptions with
brokers, service providers, and recent marketidi¢@nd against its own experience. Due to ongdisguptions in the mortgage
market, more emphasis has been placed on third peoker price discovery and, when available, olegle market trades in
valuing MSR.

Following is a summary of changes in capitalizedRvES of September 30, 2008 and 2007:

First Seconc

(Dollars in thousands) Liens Liens HELOC
Fair value on January 1, 20 $1,495,21' $ 24,09 $ 14,63¢
Addition of mortgage servicing righ 282,34: 11,58: 1,91¢
Reductions due to loan payme (173,32) (7,106 (3,967
Changes in fair value due 1

Changes in valuation model inputs or assumpt (387) 98 (39)

Reclassification to trading ass (174,54 - -

Other changes in fair val (54) 82 42
Fair value on September 30, 200 $1,429,24 $ 2874 $ 12,597
Fair value on January 1, 20 $1,122,41! $ 2583. $ 11,57:
Addition of mortgage servicing righ 240,67¢ - 1,14t
Reductions due to loan payme (96,137) (4,96¢) (1,687
Reductions due to sa (436,59 - -
Changes in fair value due 1

Changes in valuation model inputs or assumpt (37,380) (3,349 (2,16%)

Other changes in fair val (22,359 6 1,471
Fair value on September 30, 200 $ 77062: $ 17527 $ 10,34:

In conjunction with capital management initiativEs{N modified Pooling and Servicing Agreements ([PBA its private
securitizations during the second quarter of 2@05egregate the retained yield component from thgten servicing fee. The
retained yield of $174.5 million was reclassifiedmh mortgage servicing rights to trading securiteshe Consolidated Condensed

Statements of Condition.




Note 6 - Intangible Assets

The following is a summary of intangible assets,afeccumulated amortization, included in the Gdideted Condensed
Statements of Condition:

Other

Intangible
(Dollars in thousands) Goodwill Assets*
December 31, 200 $ 27558, $ 64,53(
Amortization expens - (8,095
Impairment (13,010 (910
Divestitures - (93)
Additions** 4,65¢€ 3,30¢
September 30, 20C $ 267,22t $ 58,73t
December 31, 200 $ 192,40t $ 56,907
Amortization expens - (6,429
Impairment - (4,039
Divestitures - (32
Additions - 47C
September 30, 200: $ 192,40t $ 46,88

* Represents customer lists, acquired contracesnjum on purchased deposits, and covenants nontpete
** Preliminary purchase price allocations on acdigas are based upon estimates of fair value aadabject to chang

The gross carrying amount of other intangible @ssebject to amortization is $133.6 million on ®epber 30, 2008, net of $86.8
million of accumulated amortization. Estimated @agmte amortization expense for the remainder 6826 expected to be $1.8
million and is expected to be $6.1 million, $5.9limin, $5.6 million and $4.2 million for the twelwaonth periods of 2009, 2010,
2011 and 2012, respectively.

The following is a summary of goodwill detailed taportable segments for the nine months ended Bépte30:

Regional Mortgage Capital

(Dollars in thousands) Banking Banking Markets Total
December 31, 200 $ 9427¢ $ 66,24( $ 11506t $ 275,58.
Impairment (13,010 - - (13,010
Additions* - 4,65¢€ - 4,65¢€
September 30, 20C $ 8126¢ $ 70,89 $ 11506t $ 267,22
December 31, 200 $ 7734: $ - $ 115,06t $ 192,40¢
September 30, 200 $ 7734: $ - $ 115,06t $ 192,40¢

* Preliminary purchase pricallocationson acquisitions are based upon estimates of faievand are subject to chan
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Note 7- Regulatory Capital

FHN is subject to various regulatory capital regmients administered by the federal banking agené€iasure to meet minimum
capital requirements can initiate certain mandatangl possibly additional discretionary actiongdgulators that, if undertaken,
could have a direct material effect on FHN's finahstatements. Under capital adequacy guidetmelthe regulatory framework
for prompt corrective action, specific capital gelides that involve quantitative measures of as$iatslities and certain derivativ
as calculated under regulatory accounting practivest be met. Capital amounts and classificatieraéso subject to qualitative
judgment by the regulators about components, risightings and other factors. Quantitative measesgsblished by regulation
ensure capital adequacy require FHN to maintainmim amounts and ratios of total and Tier 1 capdaiskweighted assets, a
of Tier 1 capital to average assets (leverage)ndgament believes, as of September 30, 2008, Hidtritet all capital adequacy
requirements to which it was subject.

The actual capital amounts and ratios of FHN anBNA are presented in the table below. In additiehBNA must also calcula
its capital ratios after excluding financial suligites as defined by the Gramm-Leach-Bliley Acfi®99. Based on this calculation
FTBNA's Total Capital, Tier 1 Capital and Leverag¢ios were 14.65 percent, 10.43 percent and &4cept, respectively, on
September 30, 2008, and were 11.78 percent, 8rt2meand 6.81 percent, respectively, on Septe@®e2007.

First Horizon Nationa First Tennessee Bai
Corporatior National Associatiol

(Dollars in thousands) Amount Ratio Amoun Ratio
On September 30, 200€
Actual:
Total Capital $4,247,69 16.07% $4,076,00 15.54%
Tier 1 Capita 2,933,98. 11.10 2,844,75 10.84
Leverage 2,933,98. 8.84 2,844,75 8.64
For Capital Adequacy Purpost
Total Capital 2,114,21 > 8.00 2,098,53 > 8.00
Tier 1 Capital 1,057,10: > 4.0C 1,049,26. > 4.00
Leverage 1,327,04' > 4.0C 1,317,64 > 4.00
To Be Well Capitalized Under Prom

Corrective Action Provision:
Total Capital 2,623,16. > 10.0C
Tier 1 Capital 1,573,89 > 6.00
Leverage 1,647,06' > 5.00
On September 30, 2007
Actual:
Total Capital $3,988,23 12.85% $3,796,61 12.38%
Tier 1 Capita 2,666,83. 8.59 2,575,21 8.39
Leverage 2,666,83. 7.12 2,575,21 6.93
For Capital Adequacy Purpost
Total Capital 2,483,35 > 8.0C 2,454,18 > 8.0C
Tier 1 Capital 1,241,67 > 4.0C 1,227,09. > 4.00
Leverage 1,498,35 > 4.0C 1,486,04. > 4.00
To Be Well Capitalized Under Prom

Corrective Action Provision:
Total Capital 3,067,73 > 10.0C
Tier 1 Capita 1,840,64. > 6.0C
Leverage 1,857,55 > 5.00
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Note 8 - Earnings Per Share
The following table shows a reconciliation of eags per common share to diluted earnings per conshare:

Three Months Ende Nine Months Ende

September 3 September 3
(In thousands, except per share data) 200¢ 2007 2008 2007
Net income/(loss) from continuing operatic $(125,09) $ (14,36%H $(137,139 $ 77,88¢
Income from discontinued operations, net of - 20¢ 88¢ 62€
Net income/(loss’ $(125,099) $ (14,150 $(136,250 $ 78,51«
Diluted average common shai
Weighted average common sha 201,18 129,91° 169,48: 129,61:
Effect of dilutive securitie - - - 2,14¢
Diluted average common share 201,18 129,91 169,48: 131,76(
Earnings/(loss) per common shi
Net income/(loss) from continuing operatic $ (.62 $ ((11) $ (.81 $ .6C
Income from discontinued operations, net of - - .01 .01
Earnings/(loss) per common shar $ (.62 $ (1) $ (.80 $ .61
Diluted earnings/(loss) per common sh
Net income/(loss) from continuing operatic $ (.62 $ ((11) $ (.81 $ .5¢
Income from discontinued operations, net of - - .01 .01
Diluted earnings/(loss) per common shar $ (.62 $ (1) $ (.80 $ .6C

Due to the net loss for the three months endede8dgr 30, 2008, and September 30, 2007, as wiilkasne months ended
September 30, 2008, the diluted earnings per sfacalation excludes all equity awards for thosequis. Stock options of 16.9
million and 18.5 million with weighted average eciee prices of $32.46 and $33.88 per share fothifee months ended
September 30, 2008 and 2007, respectively, and.dfrillion and 8.3 million with weighted averagesecise prices of $33.00 and
$39.93 per share for the nine months ended Septe3h@008 and 2007, respectively, were not indudethe computation of
diluted earnings per common share because suchssivauld have had an antidilutive effect on earmipgr common share. Other
equity awards of 1.3 million and .9 million for thieree months ended September 30, 2008 and 2Gp&atévely, and of 1.2 millic
and .3 million for the nine months ended Septen3Be2008 and 2007, respectively, were also excldided the computation of
diluted earnings per common share because sucéssivauld have had an antidilutive effect on earsiippgr common share.
Weighted average common and diluted shares haverbetated to reflect the October 1, 2008 stoclddind.
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Note 9 - Contingencies and Other Disclosures

ContingenciesContingent liabilities arise in the ordinary coutdédusiness, including those related to litigatigarious claims
and lawsuits are pending against FHN and its sidrg@d. Although FHN cannot predict the outcomé¢hefse lawsuits, after
consulting with counsel, management is of the apinhat when resolved, these lawsuits will not haveaterial adverse effect on
the consolidated financial statements of FHN.

In November 2000, a complaint was filed in staterton Jackson County, Missouri against FHN’s sdiasy, First Horizon Home
Loans Corporation. The case generally concernedhthrging of certain loan origination fees, inchglfees permitted by Kansas
and federal law but allegedly restricted or nonpiged by Missouri law, when FHN or its predecesséeGuire Mortgage
Company, made certain second-lien mortgage loamang other relief, plaintiffs sought a refund of$ea repayment and
forgiveness of loan interest, prejudgment intengshitive damages, loan rescission, and attorrfegs. As a result of mediation,
FHN entered into a final settlement agreementedl& the McGuire lawsuit. The settlement has xackfinal approval by the
court, the court has entered its order making ¢tiiesnent final, there have been no appeals, antrtte for any appeals has
expired. In connection with this settlement, FHNesgl to pay, under agreed circumstances usingraedgnethodology, an
aggregate of up to approximately $36 million. Tleeipd during which claims under the settlementlvamade ended in 2007.
Claims have been evaluated and objections madegmirto the agreed upon challenge process. Théenbalprocess has not yet
concluded. Unchallenged claims have been paidaaraaims are paid, the reserve is reduced. Aegepr 30, 2008, claims paid
have totaled approximately $29 million and theltoggerve remaining for this matter, based on thins received and FHN’s
evaluation of them to date, is approximately $2iBion.

The loss reserve for this matter reflects an esérofithe amount that ultimately would be paid urttie settlement. The amount
reserved reflects the amount and value of clairhsadlg received by the claims deadline plus fee$ expenses that the settlement
requires FHN to pay, all of which together are lgms1 the maximum amount possible under the segtiénThe ultimate amount
paid under the settlement agreement is not expécted higher than the amount reserved at preaadtmay be lower in the event
some of the claims are reduced or rejected fooreaset forth in the settlement, and in any evanhot exceed the settlement
amount.

Other disclosures — Indemnification agreements agdarantees. In the ordinary course of business, FHN enteixs in
indemnification agreements for legal proceedingsres] its directors and officers and standard sepr&ations and warranties for
underwriting agreements, merger and acquisitioregents, loan sales, contractual commitments, andus other business
transactions or arrangements. The extent of FléNligations under these agreements depends upattherence of future
events; therefore, it is not possible to estimateaaimum potential amount of payouts that coulddzpiired with such agreements.

FHN is a member of the Visa USA network. On Octahe2007, the Visa organization of affiliated eestcompleted a series of
global restructuring transactions to combine ifsiafed operating companies, including Visa USAder a single holding
company, Visa Inc. (Visa). Upon completion of teerganization, the members of the Visa USA netwerkained contingently
liable for certain Visa litigation matters. Basmulits proportionate membership share of Visa USAIN recognized a contingent
liability of $55.7 million within noninterest expee in fourth quarter 2007 related to this contitigdatigation.

In March 2008, Visa completed its initial publidering (IPO). Visa funded an escrow account from® ffroceeds that will be used
to make payments related to the Visa litigationtarat Upon funding of the escrow, FHN reversed.@3dillion of the contingent
liability previously recognized with a corresponglicredit to noninterest expense for its proportiershare of the escrow

account. A portion of FHN’s Class B shares of igae redeemed as part of the IPO resulting ing68llion of equity securities
gains in first quarter 2008.

In October 2008, Visa announced that it had agresaéttle litigation with Discover Financial Serggc(Discover) for $1.9

billion. $1.7 billion of this settlement amountlile paid from the escrow account establishedsatsgd Visa’'s IPO. In connection
with this settlement, FHN recognized additionalenxge of $11.0 million within noninterest expens¢hind quarter 2008,
increasing the contingent liability for Visa litigan matters to $36.7 million.

After the partial share redemption in conjunctiathwthe IPO, FHN holds approximately 2.4 milliona@8$ B shares of Visa, which
are included in the Consolidated Condensed Stateofi€@ondition at their historical cost of $0. Tsder of these shares is
restricted for a minimum of three years from timeetithe last covered litigation matter is disposedith the shares ultimately bei
converted into Class A shares of Visa. The firadwersion ratio, which was initially estimated fgpeoximate 70 percent, will
fluctuate based on the ultimate settlement of ttsa Vitigation matters for which FHN has a propamtite contingent

obligation. Future funding of the escrow will diuthis exchange rate by an amount that is yeé tddtermined.
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Note 9 - Contingencies and Other Disclosures (contied)

FHN services a mortgage loan portfolio of $65.8drl on September 30, 2008, a significant portibwhbich is held by GNMA,
FNMA, FHLMC or private security holders. In contiea with its servicing activities, FHN guarantehe receipt of the scheduled
principal and interest payments on the underlyganb. In the event of customer non-performanaderoan, FHN is obligated to
make the payment to the security holder. Undetetas of the servicing agreements, FHN can utpagments received from
other prepaid loans in order to make the secudtgldr whole. In the event payments are ultimatefde by FHN to satisfy this
obligation, for loans sold with no recourse, alidis are recoverable from the government agenayretibsure sale.

FHN is also subject to losses in its loan servigingtfolio due to loan foreclosures and other resewbligations. Certain agencies
have the authority to limit their repayment guaeaston foreclosed loans resulting in certain foaale costs being borne by
servicers. In addition, FHN has exposure on atsosold with recourse. FHN has various claims éanbursement, repurchase
obligations, and/or indemnification requests outtdiag with government agencies or private investeksN has evaluated all of its
exposure under recourse obligations based on faatdrich include loan delinquency status, forealesxpectancy rates and
claims outstanding. Accordingly, FHN had an allos®for losses on the mortgage servicing portfoli$36.7 million and $12.9
million on September 30, 2008 and 2007, respegtivEHN has sold certain mortgage loans with aeegent to repurchase the
loans upon default. For the single-family resid@ribans, in the event of borrower nonperformariddlN would assume losses to
the extent they exceed the value of the collatamdlprivate mortgage insurance, FHA insurance ogarantees. On September
30, 2008 and 2007, FHN had single-family residémdizns with outstanding balances of $83.4 milleovd $104.6 million,
respectively, that were serviced on a full recolrasis. On both September 30, 2008 and 2007, tiséaoding principal balance of
loans sold with limited recourse arrangements wherae portion of the principal is at risk and seed by FHN was $3.3

billion. Additionally, on September 30, 2008 ar@DZ, $0.7 billion and $4.9 billion, respectively,mortgage loans were
outstanding which were sold under limited recoasangements where the risk is limited to inteaest servicing advances.

FHN has securitized and sold HELOC and secondriiertgages which are held by private security haldand on September 30,
2008, the outstanding principal balance of theaadovas $219.7 million and $57.9 million, respeatfiv On September 30, 2007,
the outstanding principal balance of securitized swld HELOC and second-lien mortgages was $288libmand $76.7 million,
respectively. In connection with its servicingiaities, FTBNA does not guarantee the receipt efshheduled principal and
interest payments on the underlying loans but deee residual interests of $7.4 million and $22ilian on September 30, 2008
and 2007, respectively, which are available to nthkesecurity holder whole in the event of credétses. FHN has projected
expected credit losses in the valuation of thedrediinterest.

In conjunction with the sale of its servicing ptath to MetLife, FHN entered into a three year smaseng arrangement with
MetLife for the remaining portion of its servicipgrtfolio. As part of the subservicing agreem&tN has agreed to a make-
whole arrangement whereby if the number of loatssrviced by MetLife and the direct servicing quet loan (determined using
loans serviced on behalf of both FHN and MetLife)tbfall below specified levels, FHN will make ayp@ent to MetLife accordin
to a contractually specified formula. The make-lghmayment is subject to a cap, which is $19.4iomllf determined in the four
quarters immediately following the transaction, arfdch declines to $15.0 million if triggered irtda periods. As part of the
divestiture transaction with MetLife, FHN recogniza contingent liability of $1.2 million represerg the estimated fair value of
its performance obligation under the make-wholarggement.
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Note 10 — Pension and Other Employee Benefits

Pension plan. FHN provides pension benefits to employees retitinder the provisions of a noncontributory, defibedefit
pension plan. Employees of certain insurance digygs are not covered by the pension plan. Berimnefits are based on years
of service, average compensation near retiremehestimated social security benefits at age 6% annual funding is based on
actuarially determined amount using the entry agg method. The Pension Plan was closed to neticipants on September 1,
2007.

FHN also maintains nonqualified pension plans fatain employees. These plans are intended tage@upplemental retirement
income to the participants including situations vehieenefits under the pension plan have been biiteler the tax code. All
benefits provided under these plans are unfunddgapments to plan participants are made by FHN.

Other employee benefitsFHN provides postretirement medical insurance betiime employees retiring under the provisions of
the FHN Pension Plan. The postretirement medieal is contributory with retiree contributions astigd annually. The plan is
based on criteria that are a combination of theleyeg’s age and years of service and utilizes astep approach. For any
employee retiring on or after January 1, 1995, FdéNtributes a fixed amount based on years of seacl age at time of
retirement. FHN'’s postretirement benefits includespription drug benefits. The Medicare Presaip®rug, Improvement and
Modernization Act of 2003 (the Act) introduced @seription drug benefit under Medicare Part D ak agea federal subsidy to
sponsors of retiree health care benefit planspiwtide a benefit that is at least actuarially gglént to Medicare Part D. FHN
anticipates the plan to be actuarially equivaleruagh 2012.

Effective January 1, 2007, FHN adopted the finalvjmions of SFAS No. 158, which required that thawal measurement date ¢
plan’s assets and liabilities be as of the dath®financial statements. As a result of adoptirgrheasurement provisions of SFAS
No. 158, undivided profits were reduced by $2.liom| net of tax, and accumulated other comprelvenisicome was credited |
$8.3 million, net of tax.

The components of net periodic benefit cost forttiiee months ended September 30 are as follows:

Pension Benefit Postretirement Benefi
(Dallarsin thousands) 2008 2007 2008 2007
Components of net periodic benefit cost/(benefi
Service cos $ 344t $ 432¢ % 67 $ 74
Interest cos 7,43¢ 6,15: 56(C 27¢
Expected return on plan ass (11,62 (20,639 (436) (440
Amortization of prior service cost/(benet 21E 22C (44) (44)
Recognized losses/(gair 84t 2,22¢ (12¢€) 77
Amortization of transition obligatio - - 247 247
Net periodic cost/(benefi $ 31¢ $ 2,28t $ 26 $ (62
FAS 88 Settlement Expen $ 111 $ - $ - 8 -
Total FAS 87 and FAS 88 Expense (Incor $ 43C $ 2,288 % 26€ $ (62
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The components of net periodic benefit cost forrtime months ended September 30 are as follows:

Pension Benefit Postretirement Benefi
(Dollars in thousands) 2008 2007 2008 2007
Components of net periodic benefit cost/(benefi
Service cos $ 1186: $ 12,97¢ $ 21C $ 224
Interest cos 22,117 18,46: 1,78( 834
Expected return on plan ass (35,209 (31,919 (1,319 (1,329
Amortization of prior service cost/(benet 64¢ 66C (132) (132)
Recognized losses/(gair 1,831 5,84¢ (242) (539
Amortization of transition obligatio - - 741 741
Net periodic cost/(benefi $ 125 $ 6,038 $ 1045 $ (189
FAS 88 Settlement Expen $ 826 $ - $ - 8 -
Total FAS 87 and FAS 88 Expense (Incor $ 208 $ 6,032 $ 1,04 $ (18¢)

FHN expects to make no contributions to the penplan or to the other employee benefit plans in8200
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Note 11 — Business Segment Information

FHN has five business segments Regional Bankingit@&avarkets, National Specialty Lending, Mortgagnking and Corporat
The Regional Banking segment offers financial pratgl@nd services, including traditional lending degosit taking, to retail and
commercial customers in Tennessee and surroundanigens. Additionally, Regional Banking provideséstments, insurance,
financial planning, trust services and asset mamagé credit card, cash management, and checkrdeservices. The Capital
Markets segment consists of traditional capitalketr securities activities, equity research, ladas portfolio advisory, structur
finance and correspondent banking. The Nationati@fig Lending segment consists of traditional eoner and construction
lending activities in other national markets. TWertgage Banking segment consists of core mortiyapéing elements including
originations and servicing and the associated langitevenues related to these businesses. INnA@DO8, FHN completed the
divestiture of certain mortgage banking operatimniletLife. FHN will continue to originate loans and around the Tennessee
banking footprint and service the remaining sengagportfolio. The Corporate segment consists dfueturing, repositioning and
efficiency initiatives, gains and losses on repasgs of debt, unallocated corporate expenses, sxpensubordinated debt
issuances and preferred stock, bank- owned lifgramee, unallocated interest income associatedexitess equity, net impact of
raising incremental capital, revenue and expensecéted with deferred compensation plans, fundsagement, and venture
capital. Periodically, FHN adapts its segmentsftect changes in expense allocations among segnfergviously reported
amounts have been reclassified to agree with cupresentation.

In first quarter 2008, FHN revised its businese legments to better align with its strategic dioec representing a focus on its
regional banking franchise and capital marketsrmssi. To implement this change, the prior Retaiti@ercial Banking segment
was split into its major components with the nagigmortions of consumer lending and constructiomlieg assigned to a new
National Specialty Lending segment that more apjaitgly reflects the ongoing wind down of theseibesses. Additionally
correspondent banking was shifted from Retail/ConeciaeBanking to the Capital Markets segment tddraepresent the
complementary nature of these businesses. Tatéfegeographic focus, the remaining portionthefRetail/Commercial
Banking segment now represent the new Regional iBgrdegment. All prior period information has beewnised to conform to
the current segment structure.

Total revenue, expense and asset levels reflesetivbich are specifically identifiable or which atcated based on an internal
allocation method. Because the allocations aredas internally developed assignments and alloestithey are to an extent
subjective. This assignment and allocation has lbearistently applied for all periods presentede Tdllowing table reflects the
amounts of consolidated revenue, expense, taxassets for each segment for the three and ninehsmented September 30:

Three Months Ende

Nine Months Ende:

September 3 September 3

(Dollars in thousands) 2008 2007 2008 2007
Total Consolidated
Net interest incom $ 223,14t $ 23780 $ 690,13 $ 714,65!
Provision for loan losse 340,00( 43,35: 800,00( 116,24¢
Noninterest incom 305,17- 203,47¢ 1,153,291 766,96
Noninterest expens 402,27 421,62: 1,306,39- 1,281,87.

Pretax income/(loss (213,959 (23,69%) (262,969 83,49°
Provision/(benefit) for income tax (88,859 (9,330 (125,826 5,611
Income/(loss) from continuing operatic (125,09Y (14,36 (137,139 77,88¢
Income from discontinued operations, net of - 20¢ 88:< 62¢
Net income/(loss $ (125,099% (14,150 % (136,250$% 78,51«

Average assel

$33,381,49 $37,754,03 $35,555,36 $38,487,13

Regional Banking
Net interest incom

$ 12237¢$ 136,931 $ 363,32° $ 413,54

Provision for loan losse 58,20: 18,52 222,94. 46,79¢
Noninterest incom 87,91¢ 91,64: 267,52¢ 271,90:
Noninterest expens 158,62¢ 153,81¢ 459,44! 471,47

Pretax income/(loss (6,532) 56,23¢ (51,539 167,17:
Provision/(benefit) for income tax (11,679 19,79¢ (45,050 46,24
Income/(loss) from continuing operatic 5,13¢ 36,44 (6,489 120,92¢
Income from discontinued operations, net of - 20¢ 88: 62¢
Net income/(loss $ 5,13¢ § 36,65( $ (5,60))$ 121,55

Average asse!

$11,906,29 $12,358,41 $12,075,96 $12,324,94
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Note 11 — Business Segment Information (continued)

Three Months Ende
September 3

Nine Months Ende
September 3

(Dollars in thousands) 2008 2007 2008 2007
Capital Markets
Net interest incom $ 18,99: $ 14,13t $ 57,13¢ $ 38,56(
Provision for loan losse 38,45! 2,01¢ 72,00¢ 6,85:
Noninterest incom 98,53t 64,48 357,12: 248,78¢
Noninterest expens 87,674 73,92: 303,96 241,02(
Pretax income/(loss (8,59¢) 2,68¢ 38,29: 39,47¢
Provision/(benefit) for income tax (3,375 90C 14,02: 14,59¢

Net income/(loss

$ (5,22) $ 1,78

$ 24,26¢ $ 24,87¢

Average assel $4,879,79. $5,140,50 $5,359,97! $5,795,01:
National Specialty Lending
Net interest incom $ 4523¢ $ 61,21¢ $ 153,18( $ 185,20:
Provision for loan losse 240,47( 22,807 497,95: 55,03¢
Noninterest incom 4,181 1,19¢ (9,67)) 25,64:
Noninterest expens 23,48’ 33,62: 75,30¢ 107,01(
Pretax income/(loss (214,54() 5984  (429,75) 48,79¢
Provision/(benefit) for income tax (79,497 1,81 (159,379 17,67¢
Net income/(loss $ (135,049 $ 4,17¢ $ (270,379 $ 31,12(
Average asse! $8,259,10' $9,773,48. $8,801,08! $9,727,17:
Mortgage Banking
Net interest incom $ 2252¢ $ 2693¢ $ 84,41. $ 75917
Provision for loan losse 2,87¢ 4 7,101 (11%)
Noninterest incom 115,82: 42,12( 474,29° 193,77
Noninterest expens 89,04( 108,30 385,64 329,00
Pretax income/(loss 46,42 (39,249  165,96:. (59,199
Provision/(benefit) for income tax 16,64¢ (13,989 57,73% (31,27)
Net income/(loss $ 29,77¢ $ (25,269 $ 108,22! $ (27,929
Average assel $4,891,08! $6,625,56! $5,744,83. $6,543,30!
Corporate
Net interest income/(expens $ 14,01¢ $ (1,426 $ 32,08 $ 1,43
Provision for loan losse - - - 7,672
Noninterest incom (1,282) 4,03: 64,02: 26,85¢
Noninterest expens 43,44¢% 51,96( 82,03¢ 133,36¢
Pretax income/(loss (30,71) (49,357 14,06¢  (112,75()
Provision/(benefit) for income tax (10,970 (17,859 6,84< (41,639

Net income/(loss

$ (19,74) $ (31,499 $

7,228 $ (71,11)

Average asse!

$3,445,20° $3,856,06 $3,573,49! $4,096,69:

Certain previously reported amounts have beenssifiad to agree with current presentation.




Note 12 — Derivatives

In the normal course of business, FHN utilizesaasifinancial instruments, through its mortgagekiam capital markets and risk
management operations, which include derivativereots and credit-related arrangements, as péit o6k management strategy
and as a means to meet customers’ needs. Thésavirats are subject to credit and market rislexitess of the amount recorded
on the balance sheet in accordance with generadigpted accounting principles. The contractualasional amounts of these
financial instruments do not necessarily represeedit or market risk. However, they can be useghéasure the extent of
involvement in various types of financial instrunteerControls and monitoring procedures for thes&iments have been
established and are routinely reevaluated. ThetAsability Committee (ALCO) monitors the usagedeeffectiveness of these
financial instruments.

Credit risk represents the potential loss that o@gur because a party to a transaction fails tioparaccording to the terms of the
contract. The measure of credit exposure is thecement cost of contracts with a positive faiueal FHN manages credit risk by
entering into financial instrument transaction®tigh national exchanges, primary dealers or approvanterparties, and using
mutual margining agreements whenever possiblertib fiotential exposure. With exchange-traded @mts; the credit risk is
limited to the clearinghouse used. For non-exchdraged instruments, credit risk may occur whenetlis a gain in the fair value
of the financial instrument and the counterpartisfm perform according to the terms of the coettend/or when the collateral
proves to be of insufficient value. Market rislpresents the potential loss due to the decreabe malue of a financial instrument
caused primarily by changes in interest rates, gaget loan prepayment speeds or the prices of defotiments. FHN manages
market risk by establishing and monitoring limitsthe types and degree of risk that may be undentakHN continually measures
this risk through the use of models that measulgevat-risk and earnings-at-risk.

Derivative Instruments FHN enters into various derivative contracts both dealer capacity, to facilitate customer tratisas,
and also as a risk management tool. Where contnaets been created for customers, FHN entersriansactions with dealers to
offset its risk exposure. Derivatives are also used risk management tool to hedge FHN’s expdsurbanges in interest rates or
other defined market risks.

Derivative instruments are recorded on the Conatditi Condensed Statements of Condition as othetsamsother liabilities
measured at fair value. Fair value is definechagrice that would be received to sell a deriatigset or paid to transfer a
derivative liability in an orderly transaction beten market participants on the transaction date vBhie is determined using
available market information and appropriate vadramethodologies. For a fair value hedge, chanmgése fair value of the
derivative instrument and changes in the fair valihe hedged asset or liability are recognizederuly in earnings. For a cash
flow hedge, changes in the fair value of the derreainstrument, to the extent that it is effectiaee recorded in accumulated other
comprehensive income and subsequently reclassifiedrnings as the hedged transaction impactsicetrie. Any ineffective
portion of a cash flow hedge is recognized curyeintiearnings. For freestanding derivative insteats, changes in fair value are
recognized currently in earnings. Cash flows fidenivative contracts are reported as operatingiéies on the Consolidated
Condensed Statements of Cash Flows.

Interest rate forward contracts are over-the-cauwdatracts where two parties agree to purchaseselhd specific quantity of a
financial instrument at a specified price, withidety or settlement at a specified date. Futuoegracts are exchange-traded
contracts where two parties agree to purchaseelhd specific quantity of a financial instrumemnaspecific price, with delivery
or settlement at a specified date. Interest rptidio contracts give the purchaser the right, mithe obligation, to buy or sell a
specified quantity of a financial instrument, apeecified price, during a specified period of tint@aps and floors are options that
are linked to a notional principal amount and adartying indexed interest rate. Interest rate snapolve the exchange of inter
payments at specified intervals between two pawiésout the exchange of any underlying princip8lvaptions are options on
interest rate swaps that give the purchaser ttne, figit not the obligation, to enter into an ingtmate swap agreement during a
specified period of time.

On September 30, 2008, FHN had approximately $8@lbn of cash receivables and $59.0 million ofkgayables related to
collateral posting under master netting arrangesneith derivative counterparties.

Mortgage Banking
As a result of the MetLife transaction, mortgagakiag origination activity will be significantly deiced in periods after third

guarter 2008 as FHN focuses on origination wittsrrégional banking footprint. Accordingly, thdléoving discussion of pipeline
and warehouse related derivatives is primarily i@gple to reporting periods occurring through thiedt quarter 2008.
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Note 12 — Derivatives (continued)

Mortgage banking interest rate lock commitmentssai@t-term commitments to fund mortgage loan @gfitbns in process (the
pipeline) for a fixed term at a fixed price. Duritige term of an interest rate lock commitment, Ri#l¥ the risk that interest rates
will change from the rate quoted to the borrowétNrenters into forward sales and futures contrastsconomic hedges designed
to protect the value of the interest rate lock cammants from changes in value due to changes érést rates. Under SFAS No.
133, interest rate lock commitments qualify as\ggive financial instruments and as such do nolifyufar hedge accounting
treatment. As a result, the interest rate lock ciéments are recorded at fair value with changdaiimvalue recorded in current
earnings as gain or loss on the sale of loans iigage banking noninterest income. Prior to adoptf SAB No.109 fair value
excluded the value of associated servicing rightslitionally, on January 1, 2008, FHN adopted SF¥& 157 which affected the
valuation of interest rate lock commitments pregiguneasured under the guidance of the EITF 02y0&4quiring recognition of
concessions upon entry into the lock. Changelsdarfdir value of the derivatives that serve as egoo hedges of interest rate lock

commitments are also included in current earnirsgs eomponent of gain or loss on the sale of l@ansortgage banking
noninterest income.

FHN's warehouse (mortgage loans held for sale)ligext to changes in fair value, due to fluctuadiominterest rates from the loan
closing date through the date of sale of the loémthe secondary market. Typically, the fair vabfighe warehouse declines in
value when interest rates increase and rises urewahen interest rates decrease. To mitigateigksFHN enters into forward sal
contracts and futures contracts to provide an enémbedge against those changes in fair value sigréficant portion of the
warehouse. These derivatives are recorded atdhiewvith changes in fair value recorded in curearhings as a component of
gain or loss on the sale of loans in mortgage lvenkbninterest income.

FHN adopted SFAS No. 159 on January 1, 2008. scudised below, prior to adoption of SFAS No. 189yarehouse loans were
carried at the lower of cost or market, where dagyalue was adjusted for successful hedging uB&#S No. 133 and the
comparison of carrying value to market was perfatiive aggregate loan pools. To the extent thateheterest rate derivatives
were designated to hedge specific similar assdtginvarehouse and prospective analyses indicatditph correlation was
expected, the hedged loans were considered forehattgunting under SFAS No. 133. Anticipated datie@n was determined by
projecting a dollar offset relationship for eaciinithe based on anticipated changes in the faiealthe hedged mortgage loans
and the related derivatives, in response to vaiiiesest rate shock scenarios. Hedges were dadgtand the statistical
correlation was calculated using these daily datatp. Retrospective hedge effectiveness was medsising the regression
correlation results. FHN generally maintained aezage ratio (the ratio of expected change in threvédue of derivatives to
expected change in the fair value of hedged assktg)proximately 100 percent on warehouse loadgémt under SFAS No. 133.
Effective SFAS No. 133 hedging resulted in adjusttaéo the recorded value of the hedged loans.€Thasis adjustments, as well
as the change in fair value of derivatives attdblg to effective hedging, were included as a campbof the gain or loss on the
sale of loans in mortgage banking noninterest iredivarehouse loans qualifying for SFAS No. 133 leealgcounting treatment
totaled $1.6 billion on September 30, 2007. Theeeawmo warehouse loans qualifying for SFAS No. A88ge accounting
treatment at September 30, 2008. The balance shpatt of the related derivatives was net lialeiditof $9.5 million on Septemt
30, 2007. Net losses of $14.5 million representirgineffective portion of these fair value hedgese recognized as a component
of gain or loss on sale of loans for the nine memthded September 30, 2007.

Upon adoption of SFAS No. 159, FHN elected to peasipely account for substantially all of its matge loan warehouse produ
at fair value upon origination and correspondirgjcontinued the application of SFAS No. 133 hedgglationships for all new
originations. FHN enters into forward sales andrfes contracts to provide an economic hedge ageliastges in fair value on a
significant portion of the warehouse.

In accordance with SFAS No. 156, FHN revalues M&Rurrent fair value each month. Changes in failue are included in
servicing income in mortgage banking noninteresvime. FHN also enters into economic hedges of tB& kb minimize the
effects of loss in value of MSR associated withréased prepayment activity that generally resuttisifdeclining interest rates. Ir
rising interest rate environment, the value of MR generally will increase while the value of trexlge instruments will decline.
FHN enters into interest rate contracts (includingps, swaptions, and mortgage forward salesamisjrto hedge against the
effects of changes in fair value of its MSR. Sahstlly all capitalized MSR are hedged for econopurposes.

FHN utilizes derivatives (including swaps, swapsipand mortgage forward sales contracts) that éhamgalue inversely to the

movement of interest rates to protect the valuésahterest-only securities as an economic hedgfganges in the fair value of
these derivatives are recognized currently in egnin mortgage banking noninterest income as gpooent of servicing income.
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Note 12 — Derivatives (continued)

Interest-only securities are included in tradsegurities with changes in fair value recognizedenily in earnings in mortgage
banking noninterest income as a component of dagzincome.

Capital Markets

Capital Markets trades U.S. Treasury, U.S. Agenuyrtgage-backed, corporate and municipal fixednmesecurities, and other
securities principally for distribution to custoraetWhen these securities settle on a delayed, tlhsisare considered forward
contracts. Capital Markets also enters into irsterate contracts, including options, caps, swapd,floors for its customers. In
addition, Capital Markets enters into futures cacis to economically hedge interest rate risk aagetwith a portion of its
securities inventory. These transactions are medsait fair value, with changes in fair value redagd currently in capital marke
noninterest income. Related assets and liabifegecorded on the balance sheet as other assetsheer liabilities. Credit risk
related to these transactions is controlled thraerghit approvals, risk control limits and ongoimgnitoring procedures through
Credit Risk Management Committee.

As of September 30, 2008, Capital Markets hedgdd $2million of held-to-maturity trust preferredales, which have an initial
fixed rate term of five years before conversiom titoating rate. Capital Markets has entered pay fixed, receive floating interest
rate swaps to hedge the interest rate risk assdlorwth this initial five year term. The balandest impact of those swaps was
$9.3 million in other liabilities on September 2W08. Interest paid or received for these swapsra@znized as an adjustment of
the interest income of the assets whose risk isgbeédged.

Interest Rate Risk Management

FHN’s ALCO focuses on managing market risk by collitrg and limiting earnings volatility attributabto changes in interest
rates. Interest rate risk exists to the exterttititarest-earning assets and liabilities haveedgifit maturity or repricing
characteristics. FHN uses derivatives, includiwgss, caps, options, and collars, that are designethderate the impact on
earnings as interest rates change.

FHN's interest rate risk management policy is te derivatives not to speculate but to hedge inteads risk or market value of
assets or liabilities. In addition, FHN has endergo certain interest rate swaps and caps ast®fa product offering to
commercial customers with customer derivativesguawith offsetting market instruments that, whempteted, are designed to
eliminate market risk. These contracts do notifudr hedge accounting and are measured at &lireswith gains or losses
included in current earnings in noninterest income.

FHN had entered into pay floating, receive fixegiast rate swaps to hedge the interest rate fis&rtain large institutional
certificates of deposit, totaling $62.2 million 8eptember 30, 2007. These swaps matured in fiesten2008 and had been
accounted for as fair value hedges under the gltariethod. The balance sheet impact of these swap$.3 million in other
liabilities on September 30, 2007. Interest paideaeived for these swaps was recognized as astadjnt of the interest expense
of the liabilities whose risk was being managed.

FHN has entered into pay floating, receive fixeiast rate swaps to hedge the interest rate fis&rtain long-term debt
obligations, totaling $1.2 billion and $1.1 billi@m September 30, 2008 and 2007, respectively.eThwaps have been accounted
for as fair value hedges under the shortcut methbd.balance sheet impact of these swaps was $8Bioh in other assets on
September 30, 2008, and $3.1 million in other aszetl $10.7 million in other liabilities on Septean30, 2007. Interest paid or
received for these swaps was recognized as antewdjosof the interest expense of the liabilitiesosd risk was being managed.

FHN designates derivative transactions in hedgirajegies to manage interest rate risk on subawetindebt related to its trust
preferred loans. These qualify for hedge accountimder SFAS No. 133 using the long haul methodN Fids entered into pay
floating, receive fixed interest rate swaps to leethg interest rate risk of certain subordinatdat tealing $.3 billion on Septemb
30, 2008 and 2007. The balance sheet impact of theaps was $13.6 million and $21.4 million in othbilities on September
30, 2008 and 2007, respectively. There was ndaogfeness related to these hedges. Interestopa&teived for these swaps was
recognized as an adjustment of the interest expafrtbe liabilities whose risk was being managed.

FHN had utilized an interest rate swap as a cashlledge of the interest payment on floating-rateknotes with a fair value of
$100.1 million on September 30, 2007, and a matinifirst quarter 2009, which in first quarter B@as called early. The balar
sheet impact of this swap was $.1 million in othssets and $82 thousand, net of tax, in other ceimepsive income on September
30, 2007. There was no ineffectiveness relatetisohtedge.
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Note 13 - Restructuring, Repositioning, and Efficiacy Charges

Throughout 2007, FHN conducted a company-wide veviEbusiness practices with the goal of improvitsgoverall profitability
and productivity. In addition, during 2007 managetnannounced its intention to sell 34 full-serviest Horizon Bank branches
in its national banking markets. These sales wenepleted in second quarter 2008. In the secolicdha007, FHN also took
actions to right size First Horizon Home Loans’ tgage banking operations and to downsize FHitional lending operations,
order to redeploy capital to higher-return busieessAs part of its strategy to reduce its natioeal estate portfolio, FHN
announced in January 2008 that it was discontinnatgnal homebuilder and commercial real estatdifey through its First
Horizon Construction Lending offices. AdditionagliyHN initiated the repositioning of First Horizétome Loans’ mortgage
banking operations, which included sales of MSRourth quarter 2007 and the first, second and thirdrters of 2008.

In June 2008, FHN announced that it had reachedinitive agreement with MetLife for the sale of redhan 230 retail and
wholesale mortgage origination offices nationwidenell as its loan origination and servicing platfio Effective August 31, 200
the parties completed the initial settlement fortiMfe’s acquisition of substantially all of FHN’sentgage origination pipeline,
related hedges, certain fixed assets and otheciatst assets. FHN also agreed with MetLife ferghle of servicing assets, and
related hedges, on $19.1 billion of first lien ngage loans and associated custodial deposits. ifdegfenerally paid book value f
the assets and liabilities it acquired, less alpase price reduction of approximately $10.0 millidn third quarter 2008, FHN
recognized a loss on divestiture of $17.5 millietated to this transaction. The purchase priseligect to a post-closing true up
which FHN currently expects to occur in fourth gea2008.

Net costs recognized by FHN in the nine months ér@eptember 30, 2008 related to restructuring,siépaing, and efficienc
activities were $81.1 million. Of this amount, $8®nillion represents exit costs that have beenwated for in accordance with
Statement of Financial Accounting Standards No, 146écounting for Costs Associated with Exit or pasal Activities” (SFAS
No. 146).

Significant expenses year to date for 2008 restittad the following actions:

« Expense of $39.4 million associated with organimal and compensation changes due to Bgtihg operating segments,
divestiture of certain First Horizon Bank branch#®e divestiture of certain mortgage banking openat and consolidatir
functional area

« Loss of $17.5 million on the divestiture of mortgaganking operations

« Loss of $1.4 million from the sales of certain Fldorizon Bank branches

« Transaction costs of $12.7 million from the conteacsales of mortgage servicing rights

« Expense of $10.1 million for the writedown of camtaremises and equipment, intangibles and othetagesulting from FHN’
divestiture of certain mortgage operations and ftbenchange in FH's national banking stratey

Losses from the mortgage banking divestiture asdatiition of certain First Horizon Bank branche2008 are included in
losses/gains on divestitures in the noninterestnire section of the Consolidated Condensed Staterméhtcome. Transaction
costs recognized in 2008 from selling mortgageisiy rights are recorded as a reduction of morgaanking income in the
noninterest income section of the Consolidated @osdd Statements of Income. All other costs aatgativith the restructuring,
repositioning, and efficiency initiatives implemedtby management are included in the nonintergstrese section of the
Consolidated Condensed Statements of Income, imgjugverance and other employee-related costgmel in relation to such
initiatives which are recorded in employee compgasaincentives, and benefits, facilities consatidn costs and related asset
impairment costs which are included in occupanogisassociated with the impairment of premisesegipment which are
included in equipment rentals, depreciation anchteaance and other costs associated with suchtinds, including professional
fees, intangible asset impairment costs, and tbeiacof amounts due after September 30, 2008, wdmie included in all other
expense. Additional amounts will be recognizetbinrth quarter 2008 in relation to the conclusidéthe mortgage banking
divestiture as well as discontinuation of natiomaginesses. At this time the amount of these iatdit charges is expected to be
between $5 and $15 million in the fourth quarted@0

Activity in the restructuring and repositioningbiéity for the three and nine months ended SepterBBe2008 and 2007 is
presented in the following table, along with othestructuring and repositioning expenses recognizdidcosts associated with
FHN's restructuring, repositioning, and efficieriojtiatives are recorded as unallocated corporaggges within the Corporate
segment.
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Note 13 - Restructuring, Repositioning, and Efficiacy Charges (continued)

Three Months Ende Three Months Ende Nine Months Ende Nine Months Ende

(Dallars in thousands) September 30, 20C September 30, 20C September 30, 200 September 30, 20(

Charged tc Charged tc Charged tc Charged tc
Expense Liability Expense Liability Expense Liability Expense Liability
Beginning Balanc $ - $1794 $ - $10,84¢ % - $1967F $ - $ -
Severance and other employee related « 10,70¢ 10,70¢ 9,25¢ 9,25¢ 23,82t 23,82¢ 17,25¢ 17,25t
Facility consolidation cost 4,17¢ 4,17¢ 2,83¢ 2,83¢ 8,03( 8,03( 6,62¢ 6,62¢
Other exit costs, professional fees and o (90€) (90€) 2,93 2,93: 7,57¢ 7,57¢ 5,90z 5,90z
Total Accruec 13,97« 31,91¢ 15,027 25,87¢ 39,43: 59,10¢ 29,78,  29,78:
Payments’ - 8,15( - 8,69( - 32,15¢ - 12,59
Accrual Reversal - 67 - 294 - 3,252 - 294
Restructuring & Repositioning Reserve Bala _$ 1397« $ 23,70 $ 15,027 $ 16,89: $ 39,43« $ 23,70: $ 29,78. $ 16,89:
Other Restructuring & Repositioning Expens
Provision for loan portfolio divestitu $ - $ - $ - $ 7,672
Mortgage banking expense on servicing € 65€ - 12,66 -
Loss on divestiture 17,48¢ - 18,91: -
Impairment of premises and equipm 92z 3,87¢ 5,10¢ 9,03t
Impairment of intangible asse¢ - 13,91¢ 4,03( 13,91¢
Impairment of other asse 862 - 993 11,73
Total Other Restructuring & Repositioning Expe ~ 19,92¢ 17,79t 41,71 42,35¢
Total Restructuring & Repositioning Charg $ 33,90 $ 32,82 $ 81,14t $ 72,14

Certain previously reported amounts have beenssified to agree with current presentation

* Includes payments related 1

Three Months Ende Three Months Ende Nine Months Ende Nine Months Ende

September 30, 20C September 30, 20(C September 30, 20( September 30, 20(

Severance and other employee related $ 8,59( $ 5,001 $ 19,48: $ 7,33¢
Facility consolidation cos 1,61z 1,157 5,51¢ 1,207
Other exit costs, professional fees androthe (2,057) 2,532 7,15¢ 4,05(

$ 8,15( $  8,69( $ 32,15¢ $ 12,59t

Cumulative amounts incurred beginning second quaf87, for costs associated with FHN's restruotirrepositioning, and

efficiency initiatives are presented in the follogitable:

Charged t
(Dallarsin thousands) Expense
Severance and other employee related c¢ $ 49,35¢
Facility consolidation cost 21,16:
Other exit costs, professional fees and o 16,83:
Other Restructuring & Repositioning (Income) angé&xse
Loan portfolio divestitur: 7,672
Mortgage banking expense on servicing € 19,09¢
Net loss on divestiture 3,21¢
Impairment of premises and equipm 14,39¢
Impairment of intangible asse 18,16(
Impairment of other asse 29,97(
Total Restructuring & Repositioning Charges Incdras of September 30, 20 $ 179,86:

*Includes $1.2 million of deferred severance-ralg@yments that will be paid after 2008.

31




Note 14 — Fair Values of Assets and Liabilities

Effective January 1, 2008, upon adoption of SFAS N&®, FHN elected the fair value option on a peatipe basis for almost all
types of mortgage loans originated for sale purpo$8HiN determined that such election reduced icetitaing differences and
better matched changes in the value of such lo&hscianges in the value of derivatives used as@oic hedges for these
assets. No transition adjustment was required agoption of SFAS No. 159 as FHN continued to antfar mortgage loans he
for sale which were originated prior to 2008 atldweer of cost or market value. Mortgage loangiodted for sale are included in
loans held for sale on the Consolidated CondentdiBents of Condition. Other interests retaimecbiation to residential loan
sales and securitizations are included in tradéoysties on the Consolidated Condensed Staterné@sndition. Additionally,
effective January 1, 2008, FHN adopted SFAS No.ftb@éxisting fair value measurement requiremeelsted to financial assets
and liabilities as well as to non-financial assetd liabilities which are re-measured at least atipu FSP FAS 157-2 delays the
effective date of SFAS No. 157 until fiscal yeaegimning after November 15, 2008, for non-finaneiséets and liabilities which
are recognized at fair value on a non-recurringsbabherefore, in 2008, FHN has not applied trevgions of SFAS No. 157 for
non-recurring fair value measurements relatedstadn-financial long-lived assets under SFAS Nd. (idcluding real estate
acquired by foreclosure) or its non-financial lidlgs for exit or disposal activities initially rasured at fair value under SFAS No.
146, as well as to goodwill and indefiniteed intangible assets which are measured aw/dire on a recurring basis for impairm
assessment purposes but are not recognized im#refal statements at fair value.

In accordance with SFAS No. 157, FHN groups itetsand liabilities measured at fair value in tHexels, based on the markets
in which such assets and liabilities are tradedthadeliability of the assumptions used to detemfair value. This hierarchy
requires FHN to maximize the use of observable etatkta, when available, and to minimize the usenobservable inputs when
determining fair value. Each fair value measurenigeplaced into the proper level based on the &iwevel of significant

input. These levels are:

« Level 1 — Valuation is based upon quoted pricesdentical instruments traded in active markets.

« Level 2 —Valuation is based upon quoted prices for simifestruments in active markets, quoted prices fontidal ol
similar instruments in markets that are not actised modebased valuation techniques for which all signift
assumptions are observable in the mai

« Level 3 — Valuation is generated from mobeaked techniques that use significant assumptioh®loservable in tt
market. These unobservable assumptions reflecowuarestimates of assumptions that market parti¢gpamould use i
pricing the asset or liability. Valuation techn@giinclude use of option pricing models, discouri@sh flow models ai
similar techniques

For applicable periods, all divestiturelated line items in the Consolidated Condensate8tents of Condition have been comb
with the related non-divestiture line items in pegdion of the disclosure tables in this footnoite table below presents the
balances of assets and liabilities measured avdttie on a recurring basis. Derivatives in argssition are included within
Other assets while derivatives in a liability pmsitare included within Other liabilities. Deriva positions constitute the only
Level 3 measurements within Other assets and Qéfdlities.
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Note 14 — Fair Values of Assets and Liabilities (cdinued)

September 30, 20(

(Dollars in thousands) Total Level 1 Level 2 Level 3
Trading securitie $1,561,02- $ 2,15¢ $1,272,45. $ 286,41:
Loans held for sal 344,22¢ - 334,11 10,117
Securities available for sa 2,690,73 35,80( 2,507,11. 147,82(
Mortgage servicing rights, n 798,49: - - 798,49:
Other assets * 341,27! 83,13 257,81 32¢
Total $5,735,75. $ 121,09: $4,371,49. $1,243,16!
Trading liabilities $ 380,89t $ 114 $ 380,78 $ -
Commercial paper and other slt-term borrowings 107,26t - - 107,26¢
Other liabilities * 150,87 14,32¢ 136,48t 61
Total $ 639,03¢ $ 14,44 $ 517,27( $ 107,32

* Derivatives are included in this category.

In third quarter 2008, FHN revised its methodolégyvaluing hedges of MSR and excess interestvifeaé retained from prior
securitizations. FHN now determines the fair vadtithe derivatives used to hedge MSR and excéseests using inputs observed
in active markets for similar instruments with tyaliinputs including the LIBOR curve, option voldyi and option

skew. Previously, fair values of these derivatmwese obtained through proprietary pricing modetgalv were compared to market
value quotes received from third party broker-desile the derivative markets. Accordingly, the laggble amounts are presented
as a transfer out of net derivative assets anditiab in the following rollforwards for the threend nine month periods ended
September 30, 2008. The changes in Level 3 assétsabilities measured at fair value on a rec@iirasis are summarized as
follows:
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Three Months Ended September 30, 2

Securitie: Mortgage Net derivativi  Commercial paps
Trading  Loans hel available servicing assets an and other sho-
(Dollars in thousands) securities for sale for sale rights, nef liabilities term borrowings
Balance, beginning of quart $429,01° $ 3,71: $146,87: $1,139,39! $ 95,52( $ 205,41
Total net gains/(losse
for the quarter included it
Net incomi (19,029 (50 379 (61,80¢) 92,571 (24,36()
Other comprehensive
income - - 3,90( - - -
Purchases, sales, issuan
and settlements, n (123,58 (60€) (2,57¢) (279,099 (72,159 (73,78¢)
Net transfers into/out of
Level 3 - 7,062 - - (115,67)) -
Balance, end of quarter $286,41. $ 10,117 $147,82( $ 798,49: $ 268 $ 107,26t
Net unrealized gains/(losse
included in net income fc
the quarter relating to ass:
and liabilities held at
September 30, 2008 $ (3440)*$ (5,760 ** $ (304 *** $§ (31,470 *** $ 97,856+ $ (24,360
Nine Months Ended September 30, 2!
Securitie: Mortgage Net derivativi Commercial papt
Trading  Loans hel available servicing assets an and other sho-
(Dollars in thousands) securities for sale for sale rights, nel liabilities term borrowings
Balance, beginning of ye: $476,40: $ - $159,30: $1,159,82 $ 81517 $ -
Total net gains/(losse
for the period included ir
Net incomi 1,05¢ (221) (3049 (69,90%) 146,84« (7,675
Other comprehensive
income - - (3,27¢) - - -
Purchases, sales, issuan
and settlements, n (212,98Y (1,457 (7,899 (291,42, (119,999 114,94:
Net transfers into/out of
Level 3 21,93¢ 11,79¢ - - (108,099 -
Balance, end of period $286,41. $ 10,117 $147,82( $ 798,49: $ 26 $ 107,26t
Net unrealized gains/(losse
included in net income fc
the period relating to asse
and liabilities held at
September 30, 2008 $ (48560 *$ (8,40 ** $ (304 *** $ (59,66 **** $ 21,30 $ (7,679

*  Nine months ended September 30, 2008 includes $iiflian included in Capital markets noninterestome, $25.6 millior
included in Mortgage banking noninterest incomel $h0.7 million included in Revenue from loan saled securitizations;
three months ended September 30, 2008 include@ $diftion included in Capital markets noninterestome, $21.7 million
included in Mortgage banking noninterest incomel $0.5 million in Revenue from loan sales and sézations.

**  |ncludedin Mortgage banking noninterest incon

***  Represents recognized gains and losses attributalnture capital investments classified withéeurities available for sale
that are included in Securities gains/(losses)pinimterest income

*** Nine months ended September 30, 2008 includes $49.ibmificluded in Mortgage banking noninterest incaand $10.0
million included in Revenue from loan sales andusiéizations; three months ended September 30, #98des $31.2 millio
in Mortgage banking noninterest income and $0.&anilincluded in Revenue from loan sales and sezations.
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Note 14 — Fair Values of Assets and Liabilities (cdinued)

Additionally, FHN may be required, from time to &mto measure certain other financial assets avé#ie on a nonrecurring basis
in accordance with GAAP. These adjustments toviaie usually result from the application of loveéicost or market accounting
or write-downs of individual assets. For assetssuesd at fair value on a nonrecurring basis irfitsenine months of 2008 which
were still held in the balance sheet at Septembg2@08, the following table provides the levelafuation assumptions used to
determine each adjustment and the carrying valtleofelated individual assets or portfolios att8eyper 30, 2008.

Nine Months Ende

Carrying value at September 30, 2 September 30, 20!

(Dollars in thousands) Total Level 1 Level 2 Level: Total losse
Loans held for sal $ 100,20: $ - $ 5514¢$ 45,05 $ 27,07(
Securities available for sa 17 - 17 - 1,48(
Loans, net of unearned income 364,09° - - 364,09° 142,68:
Other assets 119,97¢ - - 119,97¢ 14,44¢
$ 185,67¢

*  Represents recognition of other than temporary impent for cost method investments classified withécurities available
for sale.

**  Represents carrying value of loans for which adjesits are based on the appraised value of thaeralla Writedowns on
these loans are recognized as part of provi:

In first quarter 2008, FHN recognized a lower oftcor market reduction in value of $36.2 milliom fts warehouse of trust
preferred loans, which was classified within le®dbr Loans held for sale at March 31, 2008. Tatdnination of estimated
market value for the warehouse was based on a fgtical securitization transaction for the wareleoas a whole. FHN used
observable data related to prior securitizationdagtions as well as changes in credit spread®i€DO market since the most
recent transaction. FHN also incorporated sigaiftinternally developed assumptions within itsuasibon of the warehouse,
including estimated prepayments and estimated tiefaln accordance with SFAS No. 157, FHN excluttadsaction costs relat:
to the hypothetical securitization in determiniag fvalue.

In second quarter 2008, FHN designated its triefiepred warehouse as held to maturity. Accordiniigse loans were excluded
from loans held for sale in the nonrecurring measiants table as of June 30, 2008. In conjunctitimtive transfer of these loans
to held to maturity status, FHN performed a lowlecast or market analysis on the date of transféris analysis was based on the
pricing of market transactions involving securitsésilar to those held in the trust preferred warede with consideration given, as
applicable, to any differences in characteristictkhe market transactions, including issuer crgddility, call features and term. As
a result of the lower of cost or market analysldNFdetermined that its existing valuation of thestrpreferred warehouse was
appropriate.

In first quarter 2008, FHN recognized a lower oftcor market reduction in value of $17.0 milliofateng to mortgage warehouse
loans. Approximately $10.5 million was attributalwb increased delinquencies or aging of loanhe Market values for these
loans were estimated using historical sales pfimethese type loans, adjusted for incrementalepeimncessions that a third party
investor is assumed to require due to tighteniegitmarkets and deteriorating housing prices. s€hessumptions were based on
published information about actual and projecte@rilerations in the housing market as well as ckarng credit spreads. The
remaining reduction in value of $6.5 million watriautable to lower investor prices, due primatiycredit spread widening. This
reduction was calculated by comparing the total\falue of loans (using the same methodology thased for fair value option
loans) to carrying value for the aggregate popuotatif loans that were not delinquent or aged.

FHN also recognized a lower of cost or market rédndn value of $8.3 million relating to mortgag&rehouse loans during
second quarter of 2008. Approximately $7.1 millwas attributable to increased repurchases andqiedncies or aging of
warehouse loans; the remaining reduction in valas attributable to lower investor prices, due prilm#o credit spread widening.
The market values for these loans were estimagidy tnistorical sales prices for these type loadg)sted for incremental price
concessions that a third party investor is assuimeelquire due to tightening credit markets an@detating housing prices. These
assumptions were based on published informationtadiiual and projected deteriorations in the hapsiarket as well as changes
in credit spreads.
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Note 14 — Fair Values of Assets and Liabilities (cdinued)

FHN also recognized a lower of cost or market rédndn value of $1.3 million relating to mortgag&rehouse loans during third
guarter of 2008. This was primarily attributalddricreased repurchases and delinquencies of waseHoans with some reducti
in value attributable to lower investor prices, guienarily to credit spread widening. The markalues for these loans were
estimated using historical sales prices for sintifae loans, adjusted for incremental price corioesghat a third party investor is
assumed to require due to tightening credit mar&etsdeteriorating housing prices. These assumgptiere based on published
information about actual and projected deterioretim the housing market as well as changes iritgprkads.

Fair Value Option

As described above, upon adoption of SFAS No. trghagement elected fair value accounting for satiaty all forms of
mortgage loans originated for sale. In the se@mithird quarters of 2008, agreements were redcin¢hde transfer of certain
servicing assets and delivery of the servicingtassecurred. However, due to certain recourseigias, these transactions did
qualify for sale treatment and the associated gaedave been recognized within Commercial papgo#rer short term
borrowings in the Consolidated Condensed Stateofdposition as of September 30, 2008. Since segyigssets are recognizec
fair value and since changes in the fair valuesti#fted financing liabilities will exactly mirror ¢hchange in fair value of the
associated servicing assets, management elecéagaant for the financing liabilities at fair valuader SFAS No.

159. Additionally, as the servicing assets haveaaly been delivered to the buyer, the fair valubefinancing liabilities
associated with the transaction does not reflegtimstrument-specific credit risk.

The following table reflects the differences betwée fair value carrying amount of mortgages lietsale measured at fair value
under SFAS No. 159 and the aggregate unpaid pehaipount FHN is contractually entitled to recetenaturity.

September 30, 20(
Fair value
Fair valu¢ Aggregat carrying amour
carrying unpaid less aggregal

(Dollars in thousands) amouni principal unpaid principe
Loans held for sale reported at fair val
Total loan: $344,22¢ $ 363,08 $ (18,85¢)
Nonaccrual loan - - -
Loans 90 days or more past due and still &g 1,84t 3,41( (1,565

Assets and liabilities accounted for under SFAS M@ are initially measured at fair value. Gaind ksses from initial
measurement and subsequent changes in fair vaue@rgnized in earnings. The change in fair vedlaged to initial
measurement and subsequent changes in fair valneditgage loans held for sale and other short tesmowings for which FHN
elected the fair value option are included in cotreriod earnings with classification in the in@statement line item shown
below.

The amounts for loans held for sale includes apprately $8.8 million and $18.3 million of losseglnded in earnings for the
three and nine month periods ended September 88, 28spectively, attributable to changes in imagnt-specific credit risk,
which was determined based on both a quality amljeist for delinquencies and the full credit anditiiy spread on the non-
conforming loans.

Three Months Ende Nine Months Ende
September 30, 20( September 30, 20

(Dollarsin thousands)
Changes in fair value included in net incor
Mortgage banking noninterest inco

Loans held for sa $ (14,95) $ (20,42
Commercial paper and other s-term borrowings (24,36() (7,675
Estimated changes in fair value due to credit (8,849 (18,310

Interest income on mortgage loans held for salesored at fair value is calculated based on the radéeof the loan and is recorc
in the interest income section of the Consolid&Zendensed Statements of Income as interest os tweld for sale .
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Note 15 — Other Events

In October 2008, FHN received preliminary apprdvain the U.S. Treasury Department to participatisiCapital Purchase
Program (CPP), a voluntary initiative assisting Uu$ancial institutions in building capital to ugrt Treasury's plan to aid the
economy by increasing financing to businesses andwmners. Participation is subject to standardgemad conditions.

First Horizon expects to issue approximately $86iian in non-voting cumulative preferred stockttee Treasury, which would
represent 3 percent of FHN's risk-weighted assetsf ghe end of second quarter 2008. To partieipathe CPP, FHN expects to
agree to certain conditions including a 5 percenual dividend on the preferred shares for the five years and 9 percent
thereafter, issuance to the Treasury of dilutiontgmted 10-year warrants to purchase common stpedd én value on the issue
date to 15 percent of the preferred stock investnmestrictions on common cash dividends and comstame repurchases,
restrictions on executive compensation, restristion redemption of the preferred stock during trs three years, and other
items.

The preferred stock may not be redeemed for a gph@fithree years after issuance, except with tbegeds from a Qualified Equ
Offering of Tier | qualifying perpetual preferretbek or common stock. After the third anniversafyhe initial investment, the
preferred stock may be redeemed for par value a&t'§Hption.

Also in October 2008, the Board of Directors of Fidétermined that the dividend payable on Janua®pQ9, will be paid in
shares of common stock at the rate of 1.837 perodnth means that 18.370 new dividend sharesbeilllistributed for every
1,000 shares held on the record date of Decemh&00B. The dividend rate was determined to peegitareholders with new
shares having a value of approximately $0.20 feheshare held on the record date, based on FHNisneoweighted average
share price on October 16, 2008, of $10.8876 pereshFHN currently intends to pay dividends inreBaf common stock for the
foreseeable future.

FHN has determined that certain historical mortgage sale activities resulted in the monetizabbamounts to be collected from
borrowers related to lender paid private mortgagerance. However, in recording these transagtiiisl did not establish a
liability for the corresponding amounts that woblk remitted to private mortgage insurers over ifeeof the associated

loans. FHN has evaluated the financial impactatfracognizing the liability at the time of sale il quarterly and annual periods
since inception of the related transactions andloaled that the impact was immaterial in each pkrim third quarter 2008, FHN
recorded an adjustment to recognize the cumulatipact of these amounts that resulted in a $15llfominegative impact to
mortgage banking income, which was included inentrearnings. Future payments to the applicaliv@ter mortgage insurers w
be recognized as a reduction of the liability eléshbd.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF RIANCIAL CONDITION AND RESULTS OF
OPERATIONS

GENERAL INFORMATION

First Horizon National Corp. (NYSE: FHN)s a national financial services institution. Frarsmall community bank chartered in
1864, FHN has grown to be one of the 30 largesk baiding companies in the United States in terfresset size.

The 6,000 employees of FHNprovide financial services to individuals and besis customers through more than 200 bank
locations in and around Tennessee and 14 capitiletseoffices in the U.S. and abroad. The corpam& two major brands First
Tennessee and FTN Financial— provide customersanittoad range of products and services including:

« Regional banking, with one of the largest marketrek in Tennessee and one of the highest custatestion rates «
any bank in the counti

« Capital markets, one of the nation’s top underwsitdf U.S. government agency securities
FHN companies have been recognized as some ohtlunts best employers by AARP and Working Mothexgaizines.

In first quarter 2008 FHN revised its business Begments to better align with its strategic disettrepresenting a focus on its
regional banking franchise and capital marketsrimss. To implement this change, the prior Retaifi@®ercial Banking segment
was split into its major components with the nagigmortions of consumer lending and constructionlieg assigned to a new
National Specialty Lending segment that more apjeitgly reflects the ongoing wind down of theseibesses. Additionally
correspondent banking was shifted from Retail/ConeciaeBanking to the Capital Markets segment tddraepresent the
complementary nature of these businesses. To r@&8ageographic focus, the remaining portionshef Retail/Commercial Bankir
segment now represent the new Regional Banking eegmll prior period information has been reviseadonform to the current
segment structure and the business line revieveswale based on the new segment presentation.

. Regional Banking offers financial products and &sy, including traditional lending and depdsiking, to retail an
commercial customers in Tennessee and surroundimiets. Additionally, Regional Banking providesréstments
insurance, financial planning, trust services asgeimanagement, credit card, cash managementhank clearing. C
March 1, 2006, FHN sold its national merchant psso®y business. The continuing effects of the diwes, which i
included in the Regional Banking segment, are bagwpunted for as a discontinued operal

. Capital Markets provides a broad spectrum of fifergervices for the investment and banking comtisithrough th
integration of traditional capital markets secestiactivities, equity research, loan sales, paotfadvisory service
structured finance and correspondent banking ses\

. National Specialty Lending consists of traditiomansumer and construction lending activities oetsile region:
banking footprint. In January 2008, FHN announties discontinuation of national home builder anehowercial ree
estate lending through its First Horizon Constarttiending offices

. Mortgage Banking now consists of the originationnedrtgage loans in and around the regional banfaogprint anc
servicing activities related to the remaining palitf. Historically, this division provided mortga loans and servicing
consumers and operated in approximately 40 st@asAugust 31, 2008 First Horizon completed the sidlits servicin
platform, origination offices outside Tennessee $h@.1 billion of the servicing portfolio to MetlgfBank, N.A.

. Corporate consists of unallocated corporate expeirsguding restructuring, repositioning, and affitcy initiatives
gains and losses on repurchases of debt, expensebandinated debt issuances and preferred st@oi-dwned life
insurance, unallocated interest income associatidexcess equity, net impact of raising incremecégital, revenue ai
expense associated with deferred compensation,glards management and venture cap

For the purpose of this management discussion aalgsis (MD&A), earning assets have been expreasealerages except as
otherwise noted, and loans have been discloseof netearned income. The following is a discussiond analysis of the financial
condition and results of operations of FHN for theee-month and nine-month periods ended Septe@th&008, compared to the
three-month and nineronth periods ended September 30, 2007. To dksiséader in obtaining a better understanding-ifl Rnc
its performance, this discussion should be reamimunction with FHN’s unaudited consolidated comgie financial statements
and accompanying notes appearing in this repodditonal information including the 2007 financ&htements, notes, and MDt¢
is provided in the 2007 Annual Report.
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FHN is a member of the Visa USA network. On Octahe2007, the Visa organization of affiliated ele8tcompleted a series of
global restructuring transactions to combine ifsiafed operating companies, including Visa USAder a single holding
company, Visa Inc. (Visa). Upon completion of teerganization, the members of the Visa USA netwerkained contingently
liable for certain Visa litigation matters. On Ober 27, 2008, Visa announced that it had agreedttte litigation with Discover
Financial Services for $1.9 billion. $1.7 billi@f this settlement amount will be paid from an escaccount established as part of
Visa's IPO. In connection with this settlement,NFirecognized an $11.0 million increase to its augent liability for Visa
litigation matters within noninterest expense.atcordance with applicable accounting guidance,amount should be reflected
within the results of operations for third quar2&08. Due to the timing of Visa’s announcemerg,amounts included in FHN’s
earnings release dated October 17, 2008, and ltéteddinancial supplement and slide presentatidmdt reflect this

adjustment. Accordingly, FHN has revised its ficahstatements included in this Form 10-Q fordhguarter 2008 to include this
adjustment.

FORWARD-LOOKING STATEMENT

This MD&A contains forward-looking statements wittspect to FHN's beliefs, plans, goals, expectatiand estimates. Forward-
looking statements are statements that are ngdragentation of historical information but rathex eelated to future operations,
strategies, financial results or other developmeiffitge words “believe,” “expect,” “anticipate,” ‘tend,” “estimate,” “should,” “is
likely,” “will,” “going forward,” and other expresens that indicate future events and trends idgidifward-looking

statements. Forward-looking statements are netlgdsased upon estimates and assumptions thahlegently subject to
significant business, operational, economic andpziitive uncertainties and contingencies, many loittvare beyond a compasy’
control, and many of which, with respect to futbresiness decisions and actions (including acqorsitand divestitures), are
subject to change. Examples of uncertainties antirggencies include, among other important factgesieral and local economic
and business conditions; recession or other ecandawnturns, expectations of and actual timing ameéunt of interest rate
movements, including the slope of the yield cumwhi€¢h can have a significant impact on a finans@lices institution); market
and monetary fluctuations; inflation or deflatimustomer and investor responses to these conditiom$inancial condition of
borrowers and other counterparties; competitiomiwiand outside the financial services industrgpgsitical developments
including possible terrorist activity; recent andiuire legislative and regulatory developments; retisasters; effectiveness of
FHN’s hedging practices; technology; demand for F&dtoduct offerings; new products and serviceth@industries in which
FHN operates; and critical accounting estimatethefactors are those inherent in originatinglirsgland servicing loans
including prepayment risks, pricing concessiong;tflation in U.S. housing prices, fluctuation ofi@®ral values, and changes in
customer profiles. Additionally, the actions oét8ecurities and Exchange Commission (SEC), then€ial Accounting Standards
Board (FASB), the Office of the Comptroller of tBeirrency (OCC), the Board of Governors of the Faldeeserve System
(Federal Reserve), Financial Industry Regulatoryharity (FINRA), and other regulators; regulatondgudicial proceedings and
changes in laws and regulations applicable to F&iid; FHN’s success in executing its business pladstiategies and managing
the risks involved in the foregoing, could causeiakresults to differ. FHN assumes no obligatomipdate any forward-looking
statements that are made from time to time. Acatsllts could differ because of several factorsluiding those presented in this
Forward-Looking Statements section, in other sestiaf this MD&A, and other parts of this QuarteRgport on Form 1@ for the
period ended September 30, 2008.

FINANCIAL SUMMARY (Comparison of Third Quarter 2008 to Third Quarter 2007)

FINANCIAL HIGHLIGHTS

For the third quarter 2008, FHN reported a net fsk125.1 million or $.62 per diluted share conguito a net loss of $14.2
million or $.11 per diluted share for the third ¢igea 2007. The third quarter 2008 was impacteddueral items including
increased provisioning for loan losses, costs aattwith the company'’s restructuring, repositigpiand efficiency initiatives, a
settlement loss related to Visa legal matters adsgelated to the repurchase of debt. Provisgfor loan losses increased by
$296.6 million from the third quarter 2007 to $3tillion in the current quarter as loan loss ressmgrew from 1.08 percent of
total loans in the third quarter 2007 to 3.52 petde the third quarter 2008. FHN recognized gaih$18.9 million related to the
repurchase of debt and incurred net charges oB$88lion in the third quarter 2008 from restrudhg, repositioning, and
efficiency initiatives compared to $32.8 milliontime third quarter 2007.

National Specialty Lending, Regional Banking, Maige Banking and Capital Markets were all impactgthbreased provisionin
in the third quarter 2008 as FHN continued to &tjivnanage the credit risk within its loan portfsli Capital Markets fixed
income sales generated $80.1 million of revenuespewed to $46.0 million in the third quarter of ZGfs the Federal Reserve’s
aggressive rate cuts in the first half of 2008 piczdi a steeper yield curve. Mortgage Banking gxericome was $46.4 million in
the third quarter 2008 compared to a pre-tax [6$86.2 million in the third quarter 2007 as origiion income was positively
impacted by higher gain on sale margins and senyicicome was favorably impacted by hedging adétisias compared to 2007.
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FHN improved its capital position in the third gtear2008 as a result of a public offering of 69limil shares of common stock in
the second quarter 2008 and balance sheet confrahtoughout 2008. Key ratios were 7.18 percentangible common equity
tangible assets, 11.10 percent for Tier | and 1pdl€ent for total capital as of September 30, 2008rporate net interest margin
improved to 3.01 percent for the third quarter 20608 pared to 2.87 percent for the third quartef7200

Return on average shareholders’ equity and returaverage assets were (18.30) percent and (1.4&rgerespectively, for the
third quarter 2008 compared to (2.31) percent atfe) percent respectively, for the third quarted20Total assets were $32.8
billion and shareholders’ equity was $2.6 billiom 8eptember 30, 2008, as compared to $37.5 balimh$2.4 billion, respectively,
on September 30, 2007.

BUSINESS LINE REVIEW

Regional Banking

The pre-tax loss for Regional Banking was $6.5iorilfor the third quarter 2008 compared to preitezome of $56.2 million for
third quarter 2007. Total revenues for Regionailag were $210.3 million for third quarter 2008 woared to $228.6 million for
the third quarter 2007.

Net interest income was $122.4 million in the thaudarter 2008 compared to $136.9 million in thedtljuarter 2007. Region
Banking net interest margin was 4.43 percent irthird quarter 2008 compared to 4.85 percent irthivd quarter 2007. This
compression resulted from narrowing spreads ongitspas interest rates declined in the first hA#@D8 and competition for
deposits increased.

Noninterest income decreased slightly to $87.9ienilin the third quarter 2008 as compared to $&iilbon in the third quarte
2007. The decrease was primarily driven by a dedh trust income of $1.8 million as the values$ets under management
declined due to economic conditions.

Provision for loan losses increased to $58.2 nmilliothe third quarter 2008 from $18.5 million tbe third quarter 2007. This
increase was primarily a result of deterioratiom@ammercial and home equity loan portfolios comgdecea year ago.

Noninterest expense increased to $158.6 milliathénthird quarter 2008 from $153.8 million for ttérd quarter 2007. Declines
$4.4 million in personnel expense were more thdsebby increases in advertising, foreclosure Isssgpense for off balance sh
commitments and low income housing corporation esps.

Capital Markets

Capital Markets pre-tax loss was $8.6 million ie third quarter 2008 as compared to pre-tax incoh$2.7 million in the third
quarter 2007. Total revenues for Capital Marketsen$117.5 million in the third quarter 2008 as paned to $78.6 million in the
third quarter 2007.

Net interest income was $19.0 million in the thargarter 2008 as compared to $14.1 million in theeltuarter 2007. This incres
is primarily attributable to a steeper yield cuare the effect of increases in the average trefeped loan balance.

Income from fixed income sales increased to $80lllomin the third quarter 2008 from $46.0 million the third quarter 2007,
reflecting an increase in activity during the thipgarter 2008 as the Federal Reserve aggressowedréd rates in the first half of
2008 resulting in a steeper yield curve as comptréalt year. Other product revenues remaineafl&18.4 million in the third
quarter 2008 compared to $18.5 million in the thjtdirter 2007.

Provision for loan losses increased to $38.5 mmilfitmm $2.0 million to reflect deterioration of cespondent banking loans from
current stress in the financial system.

Noninterest expense was $87.7 million in the tudrter 2008 as compared to $73.9 million in thedtquarter 2007. This incree
is a result of higher production levels during thied quarter 2008.

National Specialty Lending

National Specialty Lending had a -tax loss of $214.5 million in the third quarterdBlas compared to a pre-tax income of $6.0
million in the third quarter 2007. The pre-taxdas 2008 is primarily a result of an increasehia provision for loan losses to
$240.5 million in the third quarter 2008 as complai@$22.8 million in the third quarter 2007 dueltgerioration in the national
construction lending portfolios.
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Net interest income declined to $45.2 million ie third quarter 2008 as compared to $61.2 millanttie third quarter 2007, as
result of the increase in non-accrual construdi@ms and continued contraction of loan portfofiasn the wind-down of
operations. Noninterest income was $4.2 milliontf@ third quarter 2008 compared to $1.2 millionthe third quarter 2007. A
reduction in charges taken in 2007 related to deslin residual values of prior securitizations B OM adjustments were
partially offset by decreases in originations, M@R value, and gain on loan sales.

Noninterest expense was $23.5 million in the tudrter 2008 as compared to $33.6 million for thedtquarter 2007. Nonintere
expense declined principally due to lower persogpests related to the business wind-down initiahedng first quarter 2008.

Mortgage Banking

Effective August 31, 2008, FHN completed the sélblortgage Banking's servicing operations, origimatffices outside of
Tennessee and $19.1 billion of servicing to MetlBfnk, N.A. As a result of this transaction, alirquonents of origination activity
for third quarter 2008 are significantly lower whasmpared to third quarter 2007.

Mortgage Banking had pre-tax income of $46.4 millio the third quarter 2008 as compared to ataxdess of $39.2 million in t
third quarter 2007. Total revenues for Mortgagekag were $138.3 million for the third quarter 308 compared to $69.1
million for the third quarter 2007.

Net interest income was $22.5 million in the thauhrter 2008 as compared to $26.9 million in theltuarter 2007 as the size

the mortgage warehouse decreased due to the saddiafial origination offices and the warehouseagrincreased to 3.83 percent
in the current quarter compared to 1.34 percetttiid quarter 2007. Provision for loan losses $29 million in the third quarter
2008 reflecting deterioration of permanent mortgaigethe portfolio.

Noninterest income was $115.8 million in the thaudarter 2008 as compared to $42.1 million in thelthuarter 2007. Nonintere
income consists primarily of mortgage banking-edatevenue from the origination and sale of morgagns, fees from mortgage
servicing and changes in fair value of mortgageisiag rights (MSR) net of hedge gains or losses.

Net origination income increased to $19.8 milliarttie third quarter 2008 from a loss of $17.5 mwiillin the third quarter 20C
primarily due to increased margin on deliverieg® secondary market and an increase of $6.7 miditoributable to adopting
accounting standards in the first quarter 20080s& origination fees decreased by $33.0 milliomasgage banking origination
operations were sold to MetLife on August 31, 20@&in on loan sale deliveries increased $35.0aniks margins increased to
21 bps in the third quarter 2008 compared to neg&8 bps in 2007. Gains in 2008 were negativalyacted by a $15.5 million
adjustment to reflect revised cash flow expectati@iated to mortgage origination activity whiledZOvas impacted by credit
market disruptions which negatively affected pricand dealer concessions. See Note 15 — Othetd$faera detailed discussion
of the liability adjustment.

Net servicing income increased to $80.6 milliorthia third quarter 2008 from $49.7 million in 20@G&rvice fees decreased
$26.8 million to $49.9 million in the third quart2®08 as the servicing portfolio declined to $6&lBon from $108.4 billion in
2007. Servicing hedging activities positively inoped net revenues by $50.8 million in the thirdrtgraas compared to $22.0
million in the third quarter 2007, primarily resaly from Federal Reserve interest rate decreaseasing a steeper yield curve in
2008. The decrease in MSR value due to runoff$2as1 million in the third quarter 2008 as compae#49.0 million in the thir
quarter 2007.

Noninterest expense was $89.0 million in the tudrter 2008 as compared to $108.3 million in thwdrter 2007. The decree
in the third quarter of 2008 was primarily the fdésfi the divestiture of certain mortgage bankimpgmations offset by a $21.1
million effect of no longer deferring originatiomsts on warehouse loans accounted for at elecieeafae. This amount is offset
by a corresponding increase in origination income.

Corporate

The Corporate segment’s results yielded a preess df $30.7 million in the third quarter 2008 cargd to a pre-tax loss of $49.4
million in the third quarter 2007. Net interestame increased to $14.0 million compared to nerédt expense of $1.4 million in
the third quarter 2007 as proceeds from the comstmrk issuance reduced the need for higher cost t&@rm funding. Results for
the third quarter 2008 include $33.9 million of nharges associated with implementation of reairing, repositioning and
efficiency initiatives compared to $32.8 million ét charges in the third quarter 2007. See digmusd the restructuring,
repositioning and efficiency initiatives below flurther details. In the third quarter 2008, gaifi$18.9 million related to the
repurchase of debt were partially offset by an @hiillion loss related to certain Visa legal settént matters.

RESTRUCTURING, REPOSITIONING, AND EFFICIENCY INITIA TIVES

Beginning in 2007, FHN conducted a company-widéews\of business practices with the goal of improvits overall profitability
and productivity. In addition, during 2007 managetannounced its intention to sell 34 full-senkdest Horizon Bank branches
in its national banking markets. These sales wiagdifed in second quarter 2008. In the seconfidi@007, FHN also took
actions to right-size First Horizon Home Loans’ tgage banking operations and to downsize FHNitional lending operations,
order to redeploy capital to higher-return busieessAs part of its strategy to reduce its natioeal estate portfolio, FHN
announced in January 2008 that it was discontinnatgnal homebuilder and commercial real estatdifey through its First
Horizon Construction Lending offices. AdditiongllyHN initiated the repositioning of First Horizétome Loans’ mortgage
banking operations, which included sales of MSRourth quarter 2007 and the first, second, andithirarters of 2008.
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In June 2008, FHN announced that it had reachedinitive agreement with MetLife for the sale of redhan 230 retail and
wholesale mortgage origination offices nationwidenell as its loan origination and servicing platfio Effective August 31, 200
the parties completed the initial settlement fortiMfe’s acquisition of substantially all of FHN’santgage origination pipeline,
related hedges, certain fixed assets and otheciagst assets. FHN also agreed with MetLife ferghle of servicing assets, and
related hedges, on $19.1 billion of first lien ngage loans and associated custodial deposits. ifdefenerally paid book value f
the assets and liabilities it acquired, less alpase price reduction of approximately $10.0 millidn third quarter 2008, FHN
recognized a loss on divestiture of $17.5 millietated to this transaction. The purchase priseligect to a post-closing true up
which FHN currently expects to occur in fourth ¢ea2008.

Net costs recognized by FHN in the nine months é®@kptember 30, 2008, related to restructuringygipning, and efficienc
activities were $81.1 million compared to $72.1liwil for the first nine months of 2007. Includednoninterest income are $12.7
million of transaction costs related to contradtegh servicing sales and $18.9 million of lossésteel to the Mortgage divestiture
and First Horizon Bank branch sales. All othertsascurred in relation to the restructuring, raposing, and efficiency initiative
implemented by management are included in nonistesgoense. All costs associated with FHN'’s resting, repositioning, and
efficiency initiatives are recorded as unallocatetporate charges within the Corporate segmergnifgiant expenses for year to
date 2008 resulted from the following actions:

« Expense of $39.4 million associated with organtrel and compensation changes due to $ighing operating segmer
the divestiture of certain mortgage banking operetiand First Horizon Bank branches, and consatigdétinctional aree

« Loss of $17.5 million on the divestiture of certaiortgage banking operations

« Loss of $1.4 million from the sales of certain Fhi®rizon Bank branches

« Transaction costs of $12.7 million from the contealcsales of mortgage servicing rights

« Expense of $10.1 million for the wridgewn of certain premises and equipment, intangiafesother assets resulting fr
FHN's divestiture of certain mortgage operations aachfthe change in FF s national banking strate(

Settlement of the obligations arising from curraitiatives will be funded from operating cash flevilhe effect of suspending
depreciation on assets held for sale was immateriaHN's results of operations for all periods. &sesult of the change in FHN’s
national banking strategy, a write-down of othé¢amgibles of $2.4 million was recognized in firstagter 2008 related to certain
banking licenses. As part of the divestiture of@iarmortgage banking assets, an impairment of 8illibn was recognized in
second quarter 2008 related to noncompete agresme&he recognition of these impairment losseshdite no effect on FHN’s
debt covenants. The impairment loss related to Buahgible assets was recorded as an unallocatpomate charge within the
Corporate segment and is included in all other pgp®n the Consolidated Condensed StatementsahincAs a result of the
restructuring, repositioning, and efficiency iniii@s implemented to date by management, the sffefc$175 million in aggregate
annual pre-tax improvements are being experiengdeHN beginning in its first quarter 2008 run-rat&n additional $70 million

in annual profitability improvements is anticipatedbe experienced by the end of 2008 in relatiothé First Horizon Bank branch
divestitures and the restructuring of mortgage afens and national lending operations. Due tdotload nature of the actions
being taken, all components of income and expeilitbeavaffected. Additional amounts will likely recognized in 2008 for
adjustments related to the mortgage banking divestas well as the discontinuance of nationalri®ssies. At this time, the
amount of these additional charges is expectee toebween $5 and $15 million in the fourth quaP@o8.

Charges related to restructuring, repositioning, efficiency initiatives for the three and nine rtitoperiods ended September 30,

2008, and 2007 are presented in the following thbked on the income statement line item affecBake Note 13 — Restructuring,
Repositioning, and Efficiency Charges and NoteAtequisitions/Divestitures for additional informatio
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Table 1 - Charges for Restructuring, Repositioningand Efficiency Initiatives

Three Months Ende Three Months Ende Nine Months Ende Nine Months Ende

September 3 September 3 September 3 September 3

(Dollars in thousands) 2008 2007 2008 2007
Noninterest income -

Mortgage bankin $ (656) $ - $ (12,667 $ -

Losses on divestitur (17,489 - (18,919 -
Total noninterest incom $ (18,145 $ - $ (31,580 $ -
Provision for loan losse $ - $ - $ - 3 7,672
Noninterest expens

Employee compensation, incentives and

benefits 10,70« 9,26¢ 23,84t 17,26¢

Occupancy 3,96( 5,07¢ 8,27¢ 8,80(

Equipment rentals, depreciation and

maintenanct 76 84¢ 4,257 6,067

Operations service Q) 25 1 25

Communications and couri - 27 42 27

Goodwill impairmen - 13,01( - 13,01(

All other expenst 1,01¢ 4,571 13,14: 19,27:
Total noninterest expen 15,75¢ 32,82 49,56 64,46¢
Loss before income tax $ (33,90 $ (32,82)) $ (81,145 $ (72,140

Activity in the restructuring and repositioningBitity for the nine months ended September 30, 26@8esented in the following
table:

(Dallarsin thousands) Liability
Beginning Balanc $ 19,67¢
Severance and other employee related ¢ 23,82¢
Facility consolidation cost 8,03(
Other exit costs, professional fees and o 7,57¢
Total Accruec 59,10¢
Payments’ 32,15
Accrual Reversal 3,25¢
Restructuring and Repositioning Reserve Bali $ 23,70:
* Includes payments related 1 Nine Months Ende
September 30, 20!
Severance and other employee related $ 19,48:
Facility consolidation cos 5,51¢
Other exit costs, professional fees androthe 7,15¢
$ 32,15¢

INCOME STATEMENT

Total revenues (net interest income and noninténesme) were $528.3 million in the third quart@®08 compared to $441.2
million in 2007. Net interest income was $223.1lion in the third quarter 2008 as compared to $&3fillion in 2007 and
noninterest income was $305.2 million in 2008 awjgared to $203.5 million in 2007. A discussiorth@ major line items follow

NET INTEREST INCOME

Net interest income declined slightly to $223.1linil in the third quarter 2008 as compared to $237illion in the third quarte
2007. Average earning assets declined 10.0 pete&29.5 billion and interest-bearing liabilitiesained 11.0 percent to $25.3
billion in the third quarter 2008.

The activity levels and related funding for FHN'srgage production and servicing and capital marketivities affect the net
interest margin. These activities typically produfifferent margins than traditional banking adid. Mortgage production and
servicing activities can affect the overall margased on a number of factors, including the shffeeoyield curve, the size of the
mortgage warehouse, the time it takes to delivanddnto the secondary market, the amount of cigdtbdlances, and the level of
MSR. Capital markets activities tend to compréssmargin because of its strategy to reduce magieby economically hedging
a portion of its inventory on the balance shees.aAesult of these impacts, FHN'’s consolidatedyimazannot be readily compared
to that of other bank holding companies.
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The consolidated net interest margin was 3.01 pefoe the third quarter 2008 as compared to 2&¢nt for the third quarter
2007. The increased margin occurred as the rexeisit spread widened to 2.65 percent from 2.2lepein 2007 while the impact
of free funding decreased from 66 basis pointHtbasis points. The improvement in net interesgmaprimarily resulted from a
decline in average earning assets and improvenrefiading costs as FHN shifted to less costly fagdsources such as the
Federal Reserve Bank Term Auction Facility andRBderal Home Loan Bank. Yields and rates for hiivel tyuarter 2008 and 20
are detailed in Table 2.

Table 2 - Net Interest Margin

Three Months Ende
September 3

2008 2007
Consolidated yields and rates
Loans, net of unearned incol 5.1€% 7.3%
Loans held for sal 5.9¢ 6.72
Investment securitie 5.41 5.57
Capital markets securities inventc 4.6¢ 5.5¢
Mortgage banking trading securit 12.8¢ 12.21
Other earning asse 1.97 5.0z
Yields on earning asset 5.17 7.0z
Interes-bearing core deposi 2.0€ 3.4C
Certificates of deposits $100,000 and nr 3.2¢ 5.4C
Federal funds purchased and securities soldriagteements to repurche 1.64 4.82
Capital markets trading liabilitie 4.6€ 5.2¢
Other sho-term borrowings and commercial pa| 2.3¢ 5.0¢
Lonc-term debt 3.17 5.8
Rates paid on interes-bearing liabilities 2.52 4.81
Net interest spread 2.6t 2.21
Effect of intere«free source .36 .66
FHN - NIM 3.01% 2.87%

In the short term, margin could be negatively impddrom elevated LIBOR, increased funding costs wutightening liquidity,
and slight asset sensitivity in the core bankthmlonger term, net interest margin should betpety influenced by the reduction
of lower margin national businesses.

NONINTEREST INCOME

Mortgage Banking Noninterest Income

Prior to adoption of new accounting standards @fitst quarter 2008, origination income includetimation fees, net of costs,
gains/(losses) recognized on loans sold includiegcapitalized fair value of MSR, and the valueggized on loans in process
including results from hedging. Origination feast of costs (including incentives and other dicexdts), were deferred and
included in the basis of the loans in calculatiaing and losses upon sale. Gain or loss was rezmfydue to changes in fair value
of an interest rate lock commitment made to theéocusr. Gains or losses from the sale of loans weswregnized at the time a
mortgage loan was sold into the secondary mai®ee Critical Accounting Policies and Note 1 — Fiiahinformation for more
discussion of the effects of adopting the new aoting standards.

Upon adoption of the new accounting standardsjratmn income includes origination fees, gaing$kes) recognized on loans
sold including the capitalized fair value of MSRdahe value recognized on loans in process inetudésults from hedging. Upt
election of fair value accounting for substantiallywarehouse loans, the value recognized on tloeses includes changes in
investor prices, MSR and concessions. The relatigthation fees are no longer deferred but recogphin origination income
upon closing of a loan.

Total Mortgage Banking income increased to $106IBom in the third quarter 2008 compared to $3@illion in the third quarter
2007. (See Table 3) Origination income was $181Bon in the third quarter 2008 as compared toss of $17.5 million last year
despite a decline in loans delivered into the séapnmarket and a decrease in origination actiitg to the third quarter 2008
divestiture of national origination offices. Tadoption of accounting standards in the first qera2008 positively impacted third
quarter origination income by $6.7 million. Margin deliveries increased from negative 33 basistpadn the third quarter 2007
positive 21 basis points in 2008 largely due taitmmarket disruptions in 2007 that increased deadacessions and negatively
impacted pricing. In the third quarter 2008, gaimsale margins were negatively impacted by a $ifillon adjustment to reflect
revised cash flow expectations related to mortgaggnation activity. See Note 15 — Other Evemtsd detailed discussion of this
adjustment.
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Servicing income includes servicing fees, changehke fair value of the MSR asset and net gaiesses from hedging

MSR. FHN employs hedging strategies intended totar changes in the value of MSR and other redkimerests due to
changing interest rate environments (refer to disimin of MSR under Critical Accounting Policiedyet servicing income
increased to $80.6 million in the third quarter 20@m $49.7 million in 2007. Gross servicing felezlined primarily related to
sales of the servicing portfolio in the fourth qear2007 and throughout 2008. Servicing hedginiyiies and changes other than
runoff in the value of capitalized servicing asgmisitively impacted net servicing revenues by 8%0illion this quarter as
compared to $22.0 million in the third quarter 200de to Federal Reserve rate decreases and arsyegld curve in

2008. Additionally, the change in MSR value dueunoff declined to $20.1 million in the third qter 2008 compared to $49.0
million last year due to servicing sales and desgddoan refinancing.

Other income includes FHN’s share of earnings frmmconsolidated subsidiaries accounted for unaeetfuity method, which
provide ancillary activities to mortgage bankinggddees from retail construction lending. Othertgage banking income was
relatively flat in 2008 compared to the same penpd007. After the August 31, 2008 divestitureceftain mortgage banking
operations, the impact from these nonconsolidategidiaries will be minimal.

Table 3 - Mortgage Banking Noninterest Income

Three Months Ende Percen Nine Months Ende: Percen
September 3 Change September 3 Change
2008 2007 (%) 2008 2007 (%)
Noninterest income(thousands):

Origination income $ 19,82t $ (17,499 NM $ 237,97¢ $ 113,42¢ 109.8+
Servicing income 80,60: 49,73¢ 62.1+ 192,56( 49,25( 291.0+
Other 6,38¢ 6,77¢ 5.8 - 7,40¢ 20,74 64.3 -
Total mortgage banking noninterest inco $ 106,81° $ 39,02 173.7+ $43794 $ 183,41¢ 138.8+

Mortgage banking statistics(millions) :
Refinance origination $ 9071 $ 2,067. 56.1- $ 8,975.¢ $ 7,909.¢ 13.5+
Home-purchase originatior 2,199.. 4,605.: 52.2 - 8,465.¢ 13,157.: 35.7 -
Mortgage loan originatior $ 3,106 $ 6,672. 53.4- $17,441.¢ $ 21,067. 17.2 -
Servicing portfolic- owned $65,345..  $108,400.! 39.7- $65,345.. $108,400.: 39.7 -

NM - not meaningful

Capital Markets Noninterest Income

Capital markets noninterest income, the major carepbof revenue in the Capital Markets segmergeigerated from the purche
and sale of securities as both principal and agert,from other fee sources including equity resedoans sales, portfolio
advisory activities and structured finance. Semsginventory positions are generally procureddistribution to customers by the
sales staff. A portion of the inventory is hedgegrotect against movements in fair value dueninges in interest rates.

Revenues from fixed income sales increased to $80libn as compared to $46.0 million in the thgdarter 2007 reflecting the
effects of a steeper yield curve resulting fromfleeleral Reserve’s aggressive rate cuts durinfirstdnalf of 2008 and the
associated positive impact on the demand for finedme products. Revenues from other productsedsed slightly to $15.9
million in comparison to the third quarter 2007.

Table 4 - Capital Markets Noninterest Income

Three Months Ende Nine Months Ende
September 3 Growth September 3 Growth
(Dollarsin thousands) 2008 2007 Rate (%) 2008 2007 Rate (%)
Noninterest income:
Fixed income $ 80,10« $ 46,00 74.1+ $ 337,31 $ 140,57- 140.0+
Other product revent 15,85( 17,71¢ 10.5 - 12,43t 95,31 87.0 -
Total capital markets noninterest incc $ 9595: $ 63,72: 50.6+ $ 349,74¢ $ 235,88 48.3+
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Other Noninterest Income

Other noninterest income includes deposit transastand cash management fees, revenue from loesazad securitizations,
insurance commissions, trust services and investmanagement fees, net securities gains and lasskesther noninterest
income. Deposit transactions and cash managemesrémained stable at $45.8 million compared #o%#hillion last

year. Revenue from loan sales and securitizatienseased slightly to $3.2 million from $4.8 millicn 2007. Trust services and
investment management income declined 17.8 pecze$it.7 million because of market related declingbe value of trust assets
and insurance commissions were higher at $7.3anifliom $6.7 million in 2007. All other nonintetéscome increased by $3.5
million in the third quarter 2008 compared to thijgarter 2007. Gains related to the repurchaskelof were $18.9 million which
was partially offset by a $17.5 million loss on thieestiture of certain mortgage banking operatidiso positively impacting
other noninterest income in 2008 was a reductidcO@OM adjustments as a $7.3 million charge wasenak 2007 on HELOC
and second lien consumer loans. Revenues relameferred compensation plans decreased by $5idnriih comparison to the
third quarter 2007, which were offset by a reladedrease in noninterest expense associated wih fians.

NONINTEREST EXPENSE

Total noninterest expense for the third quarter82@€creased 4.6 percent to $402.3 million from $&dillion in 2007. This
includes an increase of $21.1 million related ®effect of no longer deferring origination costsvearehouse loans accounted for
at elected fair value. This amount is offset lpperesponding increase in mortgage banking noréaténcome. Additionally,
results for the third quarter 2008 include $15.Tiam of charges associated with implementatiomestructuring, repositioning and
efficiency initiatives compared to $32.8 million2007. See discussion of the restructuring, rejpositg and efficiency initiatives
below for further details.

Employee compensation, incentives and benefits@oerel expense), the largest component of nonsitexpense, decreased to
$215.5 million from $236.7 million in 2007 as thepact of headcount reductions more than offseeffeets of no longer deferrir
compensation directly attributable to the origioatof mortgage loans accounted for at elected/édire, increased capital markets
production, and severance related costs. Effigiémitiatives also impacted a decline in occupaeggense as these expenses
decreased 21.8 percent or $7.6 million as comparédrd quarter 2007. Embedded in this declireeiacreases related to
restructuring charges of $3.9 million in 2008 aldl$million of restructuring charges in 2007. opent rental, depreciation and
maintenance expense declined by $4.9 million frast year due to the continued repositioning antt+siging of FHN.

Other noninterest expense increased $28.3 milbd115.8 million in the third quarter 2008 reflectian $11.0 million loss related
to Visa legal settlement matters. Loan closing eapense increased by $5.5 million as increadaterkto the recognition of
origination costs for loans measured at fair valeee partially offset by declines in volume relatedhe mortgage divestiture.
FDIC premiums, losses related to foreclosed prgpartd legal and professional fees each increatel poninterest expense by
approximately $3.5 million compared to 2007. Tiereases were partially offset by general declinegher expense categories
due to benefits related to efficiency initiatives.

INCOME TAXES

The effective tax rate for the third quarter 2008w 1.7 percent compared to 39.4 percent in 200@. effective tax rate for the
third quarter 2008 is based on the pre-tax lossrdeel for the quarter and favorable permanent ¢gefits booked during the
quarter including $7.2 million of favorable tax ledits related to affordable housing credits andeases in life insurance cash
surrender values. The effective tax rate for thjudrter 2007 was based on the pre-tax loss reddotlehe quarter and offsetting
permanent tax benefits/costs booked during thetguisrcluding $7.3 million of favorable tax bensfielated to affordable housing
credits and increases in life insurance cash sderevalues and $6.6 million of unfavorable permarax costs related to non-
deductible goodwill included in restructuring chesg The tax rates for both quarters do not incardeunfavorable accounting
limitations on federal deferred tax assets rel&teddan loss reserves or other deferred tax items.

PROVISION FOR LOAN LOSSES / ASSET QUALITY

The provision for loan losses is the charge toiegeithat management determines to be necessargitdain the allowance for
loan losses at an adequate level reflecting managesrestimate of probable incurred losses inda@ Iportfolio. Analytical
models based on loss experience adjusted for dwevents, trends and economic conditions are ugedadmagement to determine
the amount of provision to be recognized and tesssthe adequacy of the loan loss allowance. sjporese to economic conditiol
in 2008 and fourth quarter 2007, FHN conducted $ecduportfolio management activities to identifylgeom credits and to ensure
appropriate provisioning and reserve levels. Sgc@l Accounting Policies for additional discussiof these procedures. The
provision for loan losses was $340.0 million in thied quarter 2008 as compared to $43.4 milliothimthird quarter 2007. The
provision for loan losses increased by $296.6 amillieflecting recognition of portfolio stress doeedieclining economic conditions
especially in the national construction lendingmniecequity and commercial portfolios. The net ckaoff ratio increased to 2.84
percent in the third quarter 2008 from .57 percetibe third quarter 2007 as net charge-offs g@®154.7 million from $31.4
million, driven by problem loans primarily in thational construction portfolios. (See Table 5 bglo
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While charge-offs increased due to deterioratimgnemic conditions, FHN’'s methodology of chargingwthocollateral dependent
loans to net realizable value (NRV) also impactearge-offs, especially in comparison to applicabkerves. Generally, classified
non-accrual loans over $1 million are deemed toripired in accordance with Statement of Finand@dounting Standards, No.
114, “Accounting by Creditors for Impairment of adn” (SFAS No. 114) and are assessed for impairmeasurement. A
majority of these SFAS No. 114 loans (generally owrcial loans over $1 million that are not expecdtegday all contractually due
principal and interest) are included in the RedlidéCRE (Homebuilder and Condominium Constructipajtfolio. Once
impairment is detected, loans are then written dawthe fair value of the underlying collateralde®osts to sell (net realizable
value). Fair value is based on recent appraidaieltateral. Collateral values are monitored &mther chargesffs are taken if it i
determined that the collateral values have continaalecline. Historically as problem loans hadrb&entified, estimated
probable losses were reserved for in the Allowdocéoan and Lease Losses (ALLL) and these loan®wabsequently charged-
off as appropriate. Given the deterioration infba&l estate markets and the growing number ofloi@termined to be collateral
dependent under SFAS No. 114, charge-offs of tloeses have been accelerated to the point whemthaifments are initially
detected as opposed to historical trends whiclectftl establishing reserves for probable inhecesels.

Also impacting increased chargés related to SFAS No. 114 loans are the drantiatines in collateral values experienced dt
the prevailing real estate market conditions. Tloees charge-offs are not only higher due to thedéased credit deterioration
related to these loans throughout 2008, but aleatdthe increased rate at which loans are chatgeu to net realizable value
because of rapidly declining collateral values.

As of September 30, 2008, the total value of SFASIN 4 loans considered collateral dependent wé4.$3nillion while net
charge-offs related to these loans were $63.4anillir 41.0 percent of total net charge-offs duthegthird quarter. Because of the
accelerated recognition of impairment of these $odme elevated chargefs decrease the ALLL. Compression occurs inAheL

to net charge-offs ratio as the ALLL is not rep#ed for charge-offs related to SFAS No.114 caltdtdependent loans because
reserves are not carried for these loans. Theioreeelose (OTC) portfolio of the winding-down Natial Specialty Lending
Segment has experienced significant deterioratil008. Generally, OTC loans are written downgpraised value if, when the
loan becomes 90 days past due or is considerethsulasd, recently obtained appraisals indicatecéirgein fair value. Subsequt
charge-downs are taken periodically thereafterthénthird quarter 2008, net charge-offs relate@T& loans were $41.5 million,
approximately 26.8 percent of total net charge-offs

Table 5 - Net Charge-off Ratios *

Three Months Ende
September 3

2008 2007
Total commercia 2.8&8% .55%
Retail real estat 2.7z .5C
Other retail 6.4z 3.5¢
Credit card receivable 4.7C 3.01
Total net charc-offs 2.84 .57

*Ratio is annualized net charge-offs to averagal toans, net of unearned income.
Table 8 provides information on the relative sifeach loan portfolio.

As included in Table 6, non-performing loans in liben portfolio were $890.9 million on September 2008, compared to $189.8
million on September 30, 2007. The ratio of nonperfing loans in the loan portfolio to total loanaswv.12 percent on September
30, 2008, and .86 percent on September 30, 20@irthease in honperforming loans is primarilyilatttable to deterioration in
the OTC and homebuilder/condominium constructiorifplios, due primarily to the slowdown in the hings

market. Nonperforming OTC loans (See Table 7)dased to $347.9 million as of September 30, 2088 $69.3 million as of
September 30, 2007. Nonperforming homebuilder/oaridium construction loans increased to $349.9ionilbn September 30,
2008 from $86.9 million on September 30, 2007.

Nonperforming assets were $1.0 billion on Septer86e2008, compared to $268.4 million on SepterdBe2007. Thi
nonperforming assets ratio was 4.63 percent oreSemr 30, 2008 and 1.13 percent last year. Irtiaddd the increase in
nonperforming loans, foreclosed assets increas&16.5 million in the third quarter 2008 compare®60.0 million last year
which was primarily attributable to deteriorationthe national construction portfolios and permameortgages. Foreclosed assets
are recognized at net realizable value, includst@gr&ted costs of disposal at foreclosure. The eadopming asset ratio is expected
to remain under pressure throughout the curremaoa downturn.
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The ALLL to non-performing loans in the loan pofifo(“NPL ratio”) decreased to .85 times in therthquarter 2008 compared to
1.25 times in the third quarter of 2007. While fperforming loans increased from the same peristiylear, a portion of these
loans does not carry reserves. The SFAS No. Jdrslmentioned above that are charged down to NBMsent 40.9 percent of
non-performing loans in the loan portfolio as openber 30, 2008. This approach compresses thé.Ad hon-performing loans
ratio because collateral dependent SFAS No. 11#slaee included in non-performing loans, but resefer these loans are not
carried in the ALLL. Residential CRE (Homebuildard Condominium Construction) loans were $285.%anilor 70.6 percent of
all SFAS No. 114 loans while the remainder is ideld in the C&l and Income CRE (Income-producing Gurcial Real Estate)
portfolios. Additionally, OTC loans that are 90ydgast due are generally charged down to curgpraésed value (and over time,
to less than current appraised value) and arededlin non-performing loans. As of September 8082 OTC loans accounted for
39.1 percent of noperforming loans. The ALLL related to OTC loanssv#242.3 million which provides a coverage rati@of1€
percent for inherent losses in the portfolio. Bessaaf the methodologies described above, the AldNPL ratio is negatively
impacted. Non-performing loans for which reseraesactually carried were approximately $375.7iamllas of September 30,
2008.
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Table 6 - Asset Quality Information

Three Months Ended Septembel

(Dollars in thousands) 2008 2007
Allowance for loan losses
Beginning balance on June $ 575,14¢ $ 229,91¢
Provision for loan losst 340,00( 43,35:
Divestitures/acquisitions/transft - (5,27¢€)
Charg-offs (160,200 (35,85¢)
Recoverie 5,507 4,474
Ending balance on September $ 760,45¢ $ 236,61:
Reserve for otbalance sheet commitmet 19,10¢ 9,002
Total allowance for loan losses and reserve fc-balance sheet commitmet $ 779,56! $ 245,61:
September 3
2008 2007
Regional Banking:
Nonperforming loan $ 133,13t $ 37,10:
Foreclosed real ests 32,07¢ 27,214
Total Regional Bankin 165,21¢ 64,31¢
Capital Markets:
Nonperforming loan 27,28¢ 10,05:
Foreclosed real ests 60C 81C
Total Capital Market 27,88¢ 10,86:
National Specialty Lending:
Nonperforming loan 718,62 142,64!
Foreclosed real ests 57,25 18,03(
Total National Specialty Lendir 775,87! 160,67!
Mortgage Banking:
Nonperforming loan- held for sale (a 20,93( 18,50¢
Foreclosed real ests 25,58¢ 13,99:
Total Mortgage Bankin 46,51¢ 32,50(
Total nonperforming asse $ 101549 % 268,35.
Total loans, net of unearned inco $ 21,601,89 $ 21,973,000
Insured loan: (652,05) (928,239
Loans excluding insured loa $ 2094984 $ 21,044,76
Foreclosed real estate from GNMA lo¢ 3594: % 15,61(
Potential problem assets | 1,023,06! 171,42¢
Loans 30 to 89 days past d 423,59: 179,01«
Loans 30 to 89 days past ¢- guaranteed portion (: 67 157
Loans 90 days past d 65,23: 42 51F
Loans 90 days past d- guaranteed portion (i 23z 17¢
Loans held for sale 30 to 89 days past 45,95¢ 38,23:
Loans held for sale 30 to 89 days past- guaranteed portion (i 45,95¢ 31,80¢
Loans held for sale 90 days past 54,354 164,14!
Loans held for sale 90 days past - guaranteed portion (i 50,18 158,60:
Off-balance sheet commitments $ 6,746,300 $ 7,106,32
Allowance to total loan 3.52% 1.08%
Allowance to loans excluding insured lo¢ 3.6: 1.1z
Nonperforming assets to loans and foreclosed =tates(e’ 4.65 1.1¢
Allowance to nonperforming loans in the loan pditfc .85x 1.2
Allowance to annualized net cha-offs 1.2% 1.8&

Certain previously reported amounts have beenssifiad to agree with current presentation.

(a) 3Q 2008 includes $11,829 of loans held-to-niigtur
(b) Includes 90 days past due loans.

(c) Guaranteed loans include FHA, VA, student alNMA loans repurchased through the GNMA repurchasgam.

(d) Amount of off-balance sheet commitments foratha reserve has been provided.

(e) Ratio is non-performing assets related to dla@ Iportfolio to total loans plus foreclosed resth&e and other assets.
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Table 7 - Asset Quality by Portfolio

Three Months Ended Septembel

2008 2007
Key Portfolio Details
Commercial (C&l & Other)
Perioc-end loans ($ millions $ 7618 % 7,18¢
30+ Deling. % 1.15% A41%
NPL % 1.0t .33
Chargeoffs % (qgtr. annualizec 1.64 .57
Allowance / Loans % 2.2% *
Allowance / Charg-offs 1.41x *
Income CRE (Income-producing Commercial Real Estate
Perioc-end loans ($ millions $ 2,03 3 1,97(C
30+ Deling. % 3.47% .86%
NPL % 3.72 .06
Charge-offs % (qtr. annualizec .24 A2
Allowance / Loans % 3.7% *
Allowance / Charg-offs 15.4& *
Residential CRE (Homebuilder and Condominium Constuction)
Perioc-end loans ($ millions $ 1,48C $ 2,211
30+ Deling. % 5.7%% 1.25%
NPL % 23.6¢ 3.9¢
Charge-offs % (qgtr. annualizec 11.9¢ .51
Allowance / Loans % 7.55% *
Allowance / Charg-offs .58x *
Consumer Real Estate (Home Equity Installment and ELOC)
Perioc-end loans ($ millions $ 783C $ 7,64¢
30+ Deling. % 1.4%% 1.25%
NPL % .07 .08
Chargeoffs % (qgtr. annualizec 1.41 .37
Allowance / Loans % 1.5&% *
Allowance / Charg-offs 1.12x *
OTC (Consumer Residential Construction Loans
Perioc-end loans ($ millions $ 1,202 $ 2,16(
30+ Deling. % 4.92% 1.91%
NPL % 28.9¢ 3.21
Charge-offs % (qtr. annualizec 12.2¢ 1.1€
Allowance / Loans % 20.1€6% *
Allowance / Charg-offs 1.4€x *
Permanent Mortgage
Perioc-end loans ($ millions $ 1,08C  $ 45¢
30+ Deling. % 7.38% 1.2%%
NPL % 2.94 -
Charge-offs % (qtr. annualizec .22 A7
Allowance / Loans % 1.17% *
Allowance / Charg-offs 5.4&x *
Credit Card and Other
Perioc-end loans ($ millions $ 354 % 33€
30+ Deling. % 2.0&% 2.1%
NPL % - -
Chargeoffs % (qgtr. annualizec 5.3(% 2.05%
Allowance / Loans % 5.52% *
Allowance / Charg-offs 1.0€x *

* Prior period information by loan portfolio is uvailable.




Potential problem assets in the loan portfolio,altdre not included in nonperforming assets, remtethose assets where
information about possible credit problems of baees has caused management to have serious ddghbtisthe borrower’s ability
to comply with present repayment terms. This d&édin is believed to be substantially consisterttvthe standards established by
the Office of the Comptroller of the Currency foahs classified substandard. In total, potentialblem assets were $1.0 billion
September 30, 2008, up from $171.4 million on Seaper 30, 2007. The significant increase in po&mtioblem assets reflects
downward grade migration in the commercial and @b@&folios between the third quarter 2007 and tghmut 2008. Also, loans
30 to 89 days past due increased to $423.6 milioSeptember 30, 2008, up from $179.0 million opt&aber 30, 2007. This
increase was primarily driven by the slowdown ie tousing markets and its impact on national coostm portfolios. The curre
expectation of losses from both potential problessets and loans 30 to 89 days past due has béededdn management’s
analysis for assessing the adequacy of the allogvBordoan losses.

Asset quality is expected to remain stressed uréugjuarters due to the expectation that the hgusttustry and broader economic
conditions may continue to deteriorate. Actual sstould differ because of several factors, insigdhose presented in the
Forward-Looking Statements section of this MD&Adatission.

STATEMENT OF CONDITION REVIEW

EARNING ASSETS

Earning assets consist of loans, loans held fe;, gatestment securities, trading securities ahdro¢arning assets. During the tl
quarter 2008, average earning assets decreasefer@eht and averaged $29.6 billion compared to0$8ilion in the third quarte
2007 as all earning asset groups showed decliflestieg continued focus on reducing balance shisket

LOANS

Average total loans decreased slightly to $21 ®hiffor the third quarter 2008 compared to $22Iob in the third quarter

2007. This reflects the net effect of several éveffecting the loan portfolio. Reductions indgaoccurred from the sale of the
First Horizon Bank branches and elevated chargieweés in the latter half of 2007 and through tthied quarter of 2008. Further,
originations in the national construction lendimgianational home equity portfolios were discontohirethe first quarter 2008
which resulted in additional declines as compacetthé third quarter 2007 as existing balances jpsyncr charge off. Offsetting
these impacts were increases in the loan portédioertain consumer loans, certain permanent ngasgand certain trust prefer
loans were included in the portfolio in the thingagter 2008 compared to these loans being considertoans held for sale in the
third quarter 2007.

Average loans represented 73.6 percent of avepéng assets in the third quarter 2008 and 67@epéein 2007. Total
commercial loans were flat at $11.2 billion comphie the third quarter 2007. Commercial, finaneiadl industrial loans increas
to $7.5 billion in comparison to $7.1 billion inethhird quarter 2007 as approximately $380 millbddismall issuer trust preferred
loans were moved to the portfolio in the secondtgu@2008. Commercial Real Estate increased byé&r®ent from 2007 mainly
due to growth in income property lending in thetfinalf of 2008. Commercial construction loansrdased 24.8 percent or $712.5
million since the third quarter 2007, primarily digethe effects of the wind-down for national homiéder lending announced in
first quarter 2008 as well as elevated charge+effegnized in fourth quarter 2007 through the thjndrter of 2008 in this

portfolio. FHN did not have any concentrationd 0fpercent or more of total loans in any singleustdy.

Total retail loans decreased 3.0 percent or $32dlibn despite an increase in residential reahtesof $564.9 million as
approximately $330 million of first lien and OTCrocerted permanent mortgages were moved to thegtiorth the second quarter
2008. Approximately $90 million of additional OTi@ans were moved to the portfolio in the third qea2008. Real estate
construction loans declined by 37.1 percent to $ilibn from $2.1 billion reflecting a decline @TC loans that was primarily di
to the curtailment of National Construction lendanyd increased chargdfs in late 2007 through the third quarter 20@&iditional
loan information is provided in Table 8 — Averageahs.
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Table 8 - Average Loans

Three Months Ende
September 3

Percent Growth Percen

(Dollarsin millions) 2008 of Total Rate 2007 of Total
Commercial:

Commercial, financial and industri $ 7,530.° 35% 7% $ 7,061.: 32%

Real estate commercial | 1,497.¢ 6 9.¢ 1,363.¢ 6

Real estate construction { 2,162.¢ 10 (24.¢) 2,875.: 13
Total commercia 11,191. 51 (2.0) 11,299.¢ 51
Retail:

Real estate residential ( 8,166.: 38 7.4 7,601.¢ 34

Real estate construction { 1,350.: 6 (37.) 2,144 ¢ 10

Other retai 138.¢ 1 (7.9 149.7 1

Credit card receivable 193.t 1 (0.5 194.¢ 1
Real estate loans pledg

against other collateralized borrowings 721.¢ 3 (20.7) 808.2 3
Total retail 10,570.! 49 (3.0 10,898.( 49
Total loans, net of unearn: $21,761.¢ 10C% (2.00% $22,198. 10(%

(a) Includes nonconstruction income property loans

(b) Includes homebuilder, condominium, and incomapprty construction loans

(c) Includes home equity loans and lines of créadierage for third quarter 2008 and 2007 - $3.&hiland $3.7 billion,
respectively)

(d) Includes one-time close product

(e) Includes on-balance sheet securitizations oféhequity loans

Total loans are expected to continue to declineutjinout 2008 as held-to-maturity originations @& tational home equity, OTC
and homebuilder lending products have been diswoed and overall loan demand is expected to begaah the economic
environment.

LOANS HELD FOR SALE / LOANS HELD FOR SALE - DIVESTI TURE

Loans held for sale consist of first-lien mortgémgns (warehouse), HELOC, secdieh mortgages, and student loans. Small is
trust preferred loans were included in averageddweid for sale in periods prior to third quarté02. The mortgage warehouse
accounts for the majority of loans held for salthaugh significantly less than in prior quartertgedo the sale of national
origination offices. Average loans held for saéeased by 50.8 percent to $2.0 billion in thedthiuarter 2008 from $4.0 billion
in 2007. This change reflects decreases in thehwarse as certain product types were curtaileglshduarter 2008 and because of
the sale of the national origination operationthimthird quarter 2008 as the remaining mortgageause is delivered into the
secondary market. Further impacting the declinevierage loans held for sale was the reclassificaif approximately $330
million of permanent mortgage loans and $380 millad smaller issuer trust preferred loans in tteoed quarter of 2008. In the
third quarter 2008, FHN continued to fund loan mrégions and maintain a stable liquidity positibnaugh loan sales, principally
conforming first lien mortgages.

TRADING ASSETS AND SECURITIES HELD FOR SALE

Average trading assets decreased by 27.0 perc&68dr0 million from the third quarter 2007. Thiscline was primarily
attributable to inventory management initiative€apital Markets and the sale of mortgage tradssg® related to servicing sold
during late 2007 and throughout 2008.

Average securities held for sale declined by 1&@@nt or $354.0 million from $3.3 billion in thieitd quarter 2007. The decline
was primarily in the U.S. Treasury and U.S. govezntibacked agency debt securities portfolios. Theedeser was mainly becat
investment securities matured and funds were usectlier purposes rather than being reinvesteldrsecurities

portfolio. Investment securities representedp&itent of total earning assets as of Septemb&0BIB.

DEPOSITS / OTHER SOURCES OF FUNDS

Core deposits declined to $12.2 billion in thedhquarter 2008 compared to $13.3 billion in 200varily reflecting decreases
related to First Horizon Bank branch divestitumsstodial deposits included in the divestiture aftpage banking operations to
MetLife, and increased deposit competition. Shemt purchased funds averaged $11.2 billion forthivel quarter 2008, down
18.1 percent or $2.5 billion from $13.7 billiontime third quarter 2007. During the latter hal26D7 and through the third quarter
of 2008, FHN shifted wholesale borrowings from ghierm certificates of deposit (CD) to less cresdinsitive sources, including
Federal Home Loan Bank advances and the FederahRés Term Auction Facility. In the third quar@008, short-term
purchased funds accounted for 38.2 percent of Fitiéd funding down from 40.8 percent in third q@ai2007. Total funding is
comprised of core deposits, purchased funds (imefufideral funds purchased, securities sold uagezements to repurchase,
trading liabilities, certificates of deposit greatiean $100,000, and short-term borrowings) and4@mm debt. Long-term debt
includes senior and subordinated borrowings, ads&mgth original maturities greater than one yewt ather collateralized
borrowings. Long-term debt averaged $6.0 billiorthe third quarter 2008 compared to $6.6 billiotthie third quarter 2007.
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Financial Summary (Comparison of first nine monthsof 2008 to first nine months of 2007)

FHN recorded a net loss of $136.3 million or $.80 giluted share for the nine months ended SepteB8he2008. Net income wi
$78.5 million or $.60 per diluted share for theenmonths ended September 30, 2007. For the ninéhsended September 30,
2008, return on average shareholdetjuity and return on average assets were (7e36¢pt and (.51) percent, respectively. Re
on average shareholde®quity and return on average assets were 4.2émteand .27 percent for the nine months endece8eat
30, 2007.

For the first nine months of 2008, total revenueseased to $1.8 billion; an increase of 24.4 parcempared to $1.5 billion for
the nine months ended 2007. Noninterest incoméhifirst nine months of 2008 increased to $1llibhifrom $766.9 million in
2007. Provision increased by $683.8 million to &80million in 2008 as compared to $116.2 milliar2007.

Mortgage Banking fee income was $437.9 milliontfe nine months ended September 30, 2008 as codjme$d 83.4 million for
the nine months ended September 30, 2007 as 26R@léd $142.6 million of favorable impact relatedhe adoption of the new
accounting standards, including the prospectivetiele of fair value accounting for mortgage waresmioans.

During this period, origination income increase®&38.0 million for the nine months ended Septen®e12008, an increase from
$113.4 million as 2008 was net favorably impactg&b42.6 million related to the adoption of newa@aating standards. Gain on
sale margins were flat between the nine month gerés credit market disruptions impacted both periand loan sales and
originations decreased in 2008. Servicing inconcegased as positive impacts from hedging resotdess significant decreases
in MSR due to run-off in 2008 more than offset dees in servicing fees due to servicing sales ooayin fourth quarter 2007 and
throughout 2008.

Capital Markets noninterest income increased b$ p8rcent to $349.7 million for the first nine miosibf 2008 from $235.9
million a year ago due to increased demand fodfireome securities resulting from a steeper yieidve in 2008. The increased
fixed income production more than offset a totalluhe in other revenue of $82.9 million, which waémarily driven by $38.7
million of structured finance revenue in 2007 arB&.2 million LOCOM adjustment in the first quara$ 2008.

Noninterest income was also impacted in the fiirse months of 2008 by net securities gains of $&4illion. Securities gain
were primarily impacted by $65.9 million of gairedated to Visa Inc.’s initial public offering comyeal to less significant net gains
of $9.3 million related to repositioning of investnt portfolio early in 2007.

Increases in noninterest income were partiallyetffsy declines in asset securitization gains amddgtiture losses. Loan sale and
securitization income decreased from $24.1 milfamthe nine months ended September 30, 2007 dssadf $7.8 million in

2008. Gain on second-lien and HELOC loan salethi®nine months ended 2007 were $24.4 millionevhd sales were executed
in the first nine months of 2008. Declines in desil values on prior securitizations of $7.2 millialso negatively impacted loan
sale and securitization income in 2008. Also ngght impacting noninterest income in 2008 wereedivture losses of $18.9
million, $17.5 million related to the divestituré @ertain mortgage banking operations and $1.4ianiltelated to First Horizon
Bank branch sales. Other noninterest income isect&11.4 million as declines of $19.8 million efefred compensation income
were offset by gains of $31.5 million on repurclsasgdebt. The decline related to deferred comgaémsincome is partially offst
by a corresponding decline in personnel expense.

Provision for loan losses increased by $683.8 onilfor the nine months ended September 30, 2008pap$116.2 million from
the first nine months of 2007 as the portfolio eigreced deterioration due to depressed real esaties and challenging economic
conditions.

Noninterest expense increased slightly to $1.8hbilfor the nine months ended September 30, 206&aced to the same period
2007 despite the negative impact of $121.8 miltiglated to the first quarter 2008 adoption of neaoainting standards. For the
nine months ended September 30 2008, personnehsxpeas $780.0 million compared to $741.2 milliwr2007 as increases in
capital markets production, severance and retextists related to restructuring, repositioning effitiency initiatives and
accelerated recognition of origination costs reldtethe prospective fair value election on suligiiy all of the mortgage
warehouse loans more than offset declines in expesiated to deferred compensation and headcodattiens. In 2008, the
impact of restructuring costs on personnel exparee$23.8 million compared to $17.3 million in 2007
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Offsetting increases in personnel costs were deessi@a occupancy, equipment rentals, and assetrimgrats. Occupancy
decreased by $11.1 million from $97.0 million in0Z0 The decrease is due to branch and office ideselated to restructuring
and efficiency efforts. Restructuring charges ioipd occupancy by $8.3 million in 2008 compare#&a® million in 2007 as cos
were incurred to terminate leases and for prentkessngs. Equipment rentals, depreciation and teaance expense declined by
$11.1 million or 19.5 percent from 2007 primarilyven by results of restructuring and efficiencitiatives. Restructuring charges
impacted this category by $4.3 million in 2008 camgal to $6.1 million in 2007 as costs were incuteedrite-down equipment. .
goodwill impairment of $13.0 million related to BirHorizon Bank branch divestitures impacted 200Timerest expense.

Other noninterest expense increased by 7.0 peocé&it9.6 million for the nine months ended Septendie 2008 compared to
September 30, 2007 due to the effect of sever@dfac The first nine months of 2008 were negagiwepacted by $19.0 million
related to the contingent liability for certain ¥ikegal matters. Additionally, other noninteregbense was negatively impacted in
2008 by the recognition of origination costs foars recognized at fair value that were previousfeided, increased expenses
related to foreclosed property, and an increa$&itC premiums. Partially offsetting the increasesther noninterest expense v
a decline in restructuring charges from $19.3 onillin 2007 to $13.1 million in 2008. The first aimonths of 2007 were
negatively impacted by an $8.4 million legal settst.

Income taxes for the nine months ended Septemh&@08® were positively impacted by state tax seiiets while 2007 was
positively impacted by a $7.5 million tax benefitedto legal consolidation of the mortgage compay the bank.

BUSINESS LINE REVIEW

Regional Banking

Total revenues for the nine-month period were $3fillion a decrease of 8.0 percent from $685.4ionilin 2007. Net interest
income decreased 12.1 percent or $50.2 millionnifterest income declined slightly to $267.5 miilivom $271.9 million in

2007. An increase in deposit transactions and castagement fees of $7.1 million was more tharebfiy decreases in trust fees,
insurance commissions, annuity income and otheceti@eous revenues as compared to same perid®ih 2Provision for loan
losses increased to $222.9 million in 2008 comp&re®#6.8 million in 2007. The increase was prifgatue to deterioration in tt
home equity and commercial lending portfolios. Nweiest expense decreased to $459.4 million in 2066&ared to $471.5
million in 2007. The decline was primarily in pemel expense as benefits from efficiency initiesiwere realized.

Capital Markets

Total revenues for 2008 increased to $414.3 mikiompared to $287.3 million for the first nine musibf 2007. Net interest
income was $57.1 million in 2008, an increase o4& rcent from 2007. The increase in net inténestme is primarily due to a
steeper yield curve in 2008 and increases in aedragt preferred loan balances.

Fixed income revenue increased $196.7 million f&087 to $337.3 million in 2008 as production insed due to the Federal
Reserve rate cuts in the first half of 2008 creatirsteeper yield curve that increased demandxed fncome products. Other
revenue declined $88.4 million primarily relateddisruptions in the pooled trust preferred prodoathich no transactions were
conducted in 2008 and a related LOCOM adjustmefB6f2 million was recognized in the first quad&€2008. Provision for loa
losses was $72.0 million in 2008 compared to $6IBomin 2007 reflecting deterioration in corresmtent banking loans related to
stress in the financial system. Noninterest expavess $304.0 million, an increase of $62.9 millicmm $241.0 million in 2007.
The increase is primarily driven by increased pengbcosts on higher production in 2008.

National Specialty Lending

Total revenues for the nine months ended SepteBhe2008 were $143.5 million compared to $210.8ionilin 2007. Net intere
income was $153.2 million in 2008 compared to $288illion in 2007. The decline in net interestante is primarily due to
increases in nonaccrual loans. Provision for loaees increased to $498.0 million in 2008 comp&yekb5.0 million in 2007
reflecting the deterioration in the winding-dowrtinaal construction and national consumer lendiagfplios.

Noninterest income was $(9.7) million for 2008 cargal to $25.6 million in 2007. The decrease inimenest income wa
partially due to declines in residual values fronopsecuritizations and increased costs relategstimated repurchase activity in
2008. Additionally, gains of approximately $23.6lian were recognized in 2007 related to loan salkiEh were not present in
2008. Noninterest expense declined to $75.3 miliin2008 compared to $107.0 million in 2007. Heeline is related to the
wind-down of this business segment initiated inftret quarter 2008.

Mortgage Banking

Total revenues for the nine months ended SepteBhe2008 were $558.7 million compared to $269.7ionilin 2007. Net intere
income was $84.4 million, an increase of 11.2 parilem 2007 consistent with the increase in theelvause spread over

2007. Noninterest income was $474.3 million in2@0mpared to $193.8 million in 2007. Provisionlfman losses was $7.1
million in 2008 compared to $(.1) million in 200&flecting deterioration of permanent mortgageshéeportfolio.
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Origination income was $238.0 million for the nimenths ended September 30, 2008, an increase dféllion compared to
the same period in 2007. Origination income wasffably impacted by $142.6 million related to theatibn of new accounting
standards. Gain on sale margins were flat betwheenine month periods as credit market disruptionmacted both periods, and
loan sales and originations decreased in 2008vichgy income increased by $143.4 million to $192lion in 2008 as positive
hedging results and lower changes in MSR due teoffimore than offset declines in servicing fedated to a decrease in the size
of the servicing portfolio due to sales of servigiights.

Noninterest expense for 2008 was $385.6 million pared to $329.0 million for the nine months endegdt&mber 30, 200
General declines in noninterest expense due tditlestiture of certain mortgage banking operatiang efficiency initiatives were
more than offset by several factors. Nonintergpease was negatively impacted by the recognitféil@1.8 million of

origination costs previously deferred due to adoptf fair value accounting for substantially dltlee mortgage warehouse

loans. These increased costs were offset in nengisttincome by a corresponding increase in gasat Unfavorable impacts on
noninterest expense were also due to increaseddstge and contract employment/outsourcing cobitevegal settlement costs
negatively impacted 2007 noninterest expense by $dlion.

Corporate

Total revenues for the nine months ended SepteBhe2008 were $96.1 million compared to $28.3 wrillin 2007. Net interest
income for 2008 was $32.1 million, a $30.6 milliosrease over 2007. The increase in net intereshiie was impacted by a
reduced need for funding due to net proceeds flentémmon stock issuance in the second quartedGs.2

Noninterest income was $64.0 million in 2008 conepaio $26.9 million in 2007. Noninterest incomereases were primari
driven by $65.9 million of securities gains related/isa Inc.’s initial public offering in 2008 cqrared to $9.3 million of net
securities gains in 2007 related to repositionifithe investment portfolio. Also influencing thecrease were $31.5 million of
gains on debt repurchases in 2008. Offsetting theseases in 2008 were restructuring charges 2f/illion of transaction cos
related to mortgage servicing sales, $18.9 miltiblosses related to the mortgage banking and Hivsizon Bank branch
divestitures, and a decrease of $19.7 million ééded compensation income.

Noninterest expense declined to $82.0 million iB&8ompared to $133.4 million in 2007. Restructyyirepositioning an
efficiency charges declined from $64.5 million 002 to $49.6 million in 2008. Personnel expensdited by $21.2 million
primarily reflecting a decrease of $26.1 milliofated to deferred compensation expense which wastdfy a $6.6 million
increase in restructuring related charges fromaa go. Restructuring charges in other nonintengsénse in 2008 were $13.1
million compared to $32.3 million in 2007. Inclwg 2007 restructuring charges was a goodwill iimpant of $13.0 million
related to First Horizon Bank branch divestiture&.net decrease of $19.0 million in the contingéatility for certain Visa legal
matters was offset by an $11.1 million increaskegal and professional fees and an $8.3 milliongase in FDIC premiums.

CAPITAL

Management'’s objectives are to provide capitalisefft to cover the risks inherent in FHN’s busses to maintain excess capital
to well-capitalized standards and to assure readgss to the capital markets.

In the second quarter 2008, FHN completed a puflering of 69 million shares of common stock, whigenerated net proceeds
of $659.8 million after consideration of underwritediscounts, commissions and offering costs. Rhéh contributed $610.0
million of the proceeds from the offering to Fifnnessee Bank, N.A. in the form of equity capifed conserve FHN's capital,
the quarterly cash dividend was replaced with atqug stock dividend at a rate to be determinedrtprly. See Note 15 — Other
Events for a discussion of the stock dividend apgdan October 2008. FHN currently intends to gagdends in shares of
common stock for the foreseeable future.

Average shareholders’ equity increased by 12.0gmria third quarter 2008 to $2.7 billion from $2ilion in 2007. The common
stock issuance from the second quarter 2008 pekitimpacted average equity for the third quar@&which was partially offset
by net losses for the period. Period-end sharehsl@quity was $2.6 billion on September 30, 20486.4 percent from the prior
year. The increase is primarily due to the comsstook issuance in the second quarter of 2008. BHWard has authorized share
repurchases from time to time. FHN will evaludte tevel of capital and take action designed teegse or use capital as
appropriate, for the interests of the shareholdeksthe present time, consistent with the boaddgermination to pay the quarterly
dividend in shares, FHN intends to repurchase shamly in connection with employee stock programadcommodate tax
withholding and other similar needs.

In October 2008, FHN received preliminary apprdwain the U.S. Treasury Department to participatésiCapital Purchase
Program (CPP), a voluntary initiative assisting Uu$ancial institutions in building capital to ugrt Treasury's plan to aid the
economy by increasing financing to businesses andwmers. Participation is subject to standarddeand conditions. See Note
— Other Items for a detailed discussion of this éven
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Table 9 - Issuer Purchases of Equity Securities

Total Number o Maximum Numbe

Total Numbe Shares Purchast  of Shares that Ma

of Shares  Average Pric as Part of Publicl  Yet Be Purchase

(Volume in thousands) Purchasel Paid per Sha Announced Prograr Under the Progran
2008

July 1 to July 3: 3 $ 7.4C 3 36,30¢

August 1 to August 3 * NA * 36,30¢

September 1 to September 2 11.7: 2 36,30¢

Total 5 $ 9.2C 5

* Amount is less than 500 shar

Compensation Plan Progran

- A consolidated compensation plan share purchagggmowas announced on August 6, 2004. This plasatmlated into a
single share purchase program all of the previoastiiorized compensation plan share programs dsw#ie renewal of the
authorization to purchase shares for use in comreatith two compensation plans for which the shawechase authority had
expired. The total number originaluthorized under this consolidated compensatiom gitare purchase program is 25.1 mil
shares. On April 24, 2006, an increase to theaaityhunder this purchase program of 4.5 milliomisgs was announced for a
new total authorization of 29.6 million shares.e®™hares may be purchased over the option exgreigel of the various
compensation plans on or before December 31, 2623k options granteafter January 2, 2004, must be exercised no late
the tenth anniversary of the grant date. On Sepe®0, 2008, the maximum number of shares thategyurchased under the
program was 28.8 million share

Other Programs

- On October 16, 2007, the board of directors apgt@/&.5 million share purchase authority that exipire on December 31,
2010. Purchases will be made in the open marketrough privately negotiated transactions and beéllsubject to market
conditions, accumulation of excess equity and pntidapital management. The new authority is reat to any compensation
plan, and replaces an older non-plan share purchabkerity which was terminated. On Septembe2808, the maximum
number of shares that may be purchased under tigegmn was 7.5 million share

Banking regulators define minimum capital ratioslfank holding companies and their bank subsidiarased on the capital ru
and definitions prescribed by the banking regukatehould any depository institution’s capital @atdecline below predetermined
levels, it would become subject to a series ofdasingly restrictive regulatory actions. The systategorizes a depository
institution’s capital position into one of five egfries ranging from well-capitalized to criticallpder-capitalized. For an
institution to qualify as well-capitalized, Tierdapital, Total Capital and Leverage capital ratrasst be at least 6 percent, 10
percent and 5 percent, respectively. As of Sepéer@b, 2008 and 2007, FHN and FTBNA had sufficeapital to qualify as well-
capitalized institutions as shown in Note 7 — Ratprly Capital.

RISK MANAGEMENT

FHN has an enterprise-wide approach to risk goverameasurement, management, and reporting ingjudhi economic capital
allocation process that is tied to risk profileediso measure risk-adjusted returns. The Enterpride Risk/Return Management
Committee oversees risk management governance mttea membership includes the CEO and other eiexcafficers of

FHN. The Executive Vice President (EVP) of Riskiidgement oversees reporting for the committeek IRenagement objectiv
include evaluating risks inherent in business styials, monitoring proper balance of risks and retuand managing risks to
minimize the probability of future negative outcanelhe Enterprise-wide Risk/Return Management Citieenoversees and
receives regular reports from the Credit Risk M@amagnt Committee, Asset/Liability Committee (ALC@jgpital Management
Committee, Compliance Risk Committee, Operatiorisk Eommittee, and the Executive Program Govern&ocam. The Chief
Credit Officer, EVP Funds Management and Corpofagasurer, Chief Financial Officer, SVP Corporatarpliance, EVP of Ris
Management, and EVP and Chief Information Offideaiicthese committees respectively. Reports réggu@redit, Asset/Liabilit
Management, Market Risk, Capital Management, Campk, and Operational Risks are provided to thdiCPelicy and
Executive and/or Audit Committee of the Board amdthie full Board.

Risk management practices include key elements asigidependent checks and balances, formal atythiarits, policies and
procedures, and portfolio management all execuerligh experienced personnel. The Internal Audpd@tment, Credit Risk
Assurance, Credit Policy and Regulations, and Crudiitfolio Management also evaluate risk managemetivities. These
evaluations are reviewed with management and thtit ommittee, as appropriate.
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MARKET UNCERTAINTIES AND PROSPECTIVE TRENDS

Given the significant current uncertainties thasewithin the housing and credit markets, it isicipated that the remainder of
2008 and 2009 will continue to be challenging feiNe While the reduction of mortgage banking opierst is expected to
significantly decrease sensitivity to market pricimcertainty, FHN will continue to be affectedrngrket factors as it disposes of
the remaining loan warehouse and attempts to retheceemaining servicing portfolio. In additioruyrcent volatility and reduced
liquidity in the capital markets may adversely irapaarket execution putting continued pressureememues. As difficulties in the
credit markets persist, FHN will continue to adiptiquidity management strategies. Further detation of general economic
conditions, or the housing market alone, couldltéstncreased credit costs depending on the keagtl depth of this market cyc

INTEREST RATE RISK MANAGEMENT

Interest rate risk is the risk that changes in giteng interest rates will adversely affect asshadilities, capital, income and/or
expense at different times or in different amouAtsCO, a committee consisting of senior managertigaitmeets regularly, is
responsible for coordinating the financial managetnaé interest rate risk. FHN primarily managenest rate risk by structuring
the balance sheet to attempt to maintain the dkkkel of associated earnings while operating wighrudent risk limits and
thereby preserving the value of FHN's capital.

Net interest income and the financial conditior-bfN are affected by changes in the level of mairiketrest rates as the reprici
characteristics of loans and other assets do metssarily match those of deposits, other borrowargkcapital. To the extent that
earning assets reprice more quickly than liabditihis position should benefit net interest incama rising interest rate
environment and could negatively impact net inteireome in a declining interest rate environmémthe case of floating rate
assets and liabilities with similar repricing fremeies, FHN may also be exposed to basis risk,wigisults from changing spreads
between earning and borrowing rates. Generally nwitierest rates decline, Mortgage Banking facesegised prepayment risk
associated with MSR.

In certain cases, derivative financial instrumentsused to aid in managing the exposure of trenbalsheet and related net
interest income and noninterest income to changegerest rates. As discussed in Critical Accaumfolicies, derivative financi
instruments are used by mortgage banking for twpgres. First, forward sales contracts and futcoesracts are used to protect
against changes in fair value of the pipeline andtgage warehouse (refer to discussion of PipelireWarehouse under Critical
Accounting Policies) from the time an interest iateommitted to the customer until the mortgagsoisl into the secondary mari
due to increases in interest rates. Second, intextscontracts are utilized to protect againsRMfBepayment risk that generally
accompanies declining interest rates. As inteadesrfall, the value of MSR should decrease anddhes of the servicing hedge
should increase. The converse is also true.

Derivative instruments are also used to protecinag¢he risk of loss arising from adverse charigake fair value of capital
markets’ securities inventory due to changes iarest rates. FHN does not use derivative instrusenprotect against changes in
fair value of loans or loans held for sale othemntthe mortgage pipeline, warehouse and certaill msaer trust preferred loans.

In addition to the balance sheet impacts, fee ircamd noninterest expense may be affected by adtaabes in interest rates or
expectations of changes. Mortgage banking revemlieh is generated from originating, selling and/ggng residential mortgage
loans, is highly sensitive to changes in interagts due to the direct effect changes in inteegssrhave on loan demand. In gen
low or declining interest rates typically lead nerieased origination fees and profit from the sélleans but potentially lower
servicing-related income due to the impact of highan prepayments on the value of mortgage senyiassets. Conversely, high
or rising interest rates typically reduce mortglm demand and hence income from originationssatets of loans while
servicingrelated income may rise due to lower prepaymenmisr 8 the sale of certain mortgage banking openatto MetLife, the
earnings impact from originations and sales of $oam total earnings was more significant than sérgirelated income. Given the
repositioning of mortgage banking operations inctlgjuarter 2008, the origination activity has bsigmificantly reduced therefore
limiting interest rate risk exposure. Net interiesbme earned on warehouse loans held for sal®emaswaps and similar derivati
instruments used to protect the value of MSR ireeeavhen the yield curve steepens and decreasestinhgield curve flattens or
inverts. In addition, a flattening or inverted yiedurve negatively impacts the demand for fixesime securities and, therefore,
Capital Markets’ revenue.

LIQUIDITY MANAGEMENT

ALCO focuses on the funding of assets with lialgfitof the appropriate duration, while mitigatihg risk of not meeting
unexpected cash needs. The objective of liquititynagement is to ensure the continuous availaloflifynds to meet the demar
of depositors, other creditors and borrowers, Aedéquirements of ongoing operations. This obhjeds met by maintaining
liquid assets in the form of trading securities aadurities available for sale, growing core degosind the repayment of

loans. ALCO is responsible for managing these si&gdaking into account the marketability of ass#te sources, stability and
availability of funding; and the level of unfundedmmitments. Subject to market conditions and dangpe with applicable
regulatory requirements from time to time, funds available from a number of sources, includinga®posits, the securities
available for sale portfolio, the Federal Home L&amk (FHLB), the Federal Reserve Banks, accebgderal Reserve Bank
programs such as the Term Auction Facility (TAR) dmoubled Asset Relief Program (TARP), availapit the overnight and
term Federal Funds markets, and dealer and comahetsitomer repurchase agreements.
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Core deposits are a significant source of fundimg) lzave been a stable source of liquidity for barikise Federal Deposit Insural
Corporation insures these deposits to the extehbamed by law. For the third quarter 2008 an@2ahe total loans, excluding
loans held for sale and real estate loans pledgeitist other collateralized borrowings, to coreat#fs ratio was 170 percent and
161 percent, respectively. The ratio is expeadecbhtinue to decline as the national construdtan portfolios decrease. FHN
periodically evaluates its liquidity position inrganction with determining its ability and intewt lhold loans for the foreseeable
future.

In 2005, FTBNA established a bank note program iging additional liquidity of $5.0 billion. Thisdnk note program is being
replaced with less credit sensitive sources of ifumpéhcluding secured sources such as FHLB borrgevend the Federal Reserve
Term Auction Facility (TAF). On September 30, 208$8.4 billion was outstanding through the banlermrogram with $2 billion
scheduled to mature by the first half of 2009.

FHN and FTBNA have the ability to generate liquidily incurring other debt subject to market comdlit and compliance with
applicable regulatory requirements from time toelinkFHN evaluates alternative sources of fundingjuding loan sales,
securitizations, syndications, and FHLB borrowiimgs management of liquidity.

The Consolidated Condensed Statements of Cash pl@mvile information on cash flows from operatimyesting and financing
activities for the nine-month periods ended Sep&m30, 2008 and 2007. For the nine months endpte®der 30, 2008, net cash
used in financing activities exceeded positive daskis from operating and investing activities. gaéive cash flows from

financing activities was primarily due to a declinedeposits as FHN reduced its use of wholesaldifig source in response to the
credit market disruptions that started in third e@2007, as well as deposits transferred relatelde First Horizon Bank branch
and the mortgage banking divestitures. This wésebby positive cash flows of $.7 billion providey the common stock issuance
in the second quarter 2008. Impacting positivaeriting cash flows in the first nine months of 20@& an increase in long-term
borrowings of $1.2 billion. Cash provided by ogera activities was positively impacted by a dese loans held for sale
partially offset by an increase in capital marketseivables. Also positively impacting operatirgie flows was an increase in
capital markets payables. Cash provided by inngstttivities was $.5 million in 2008 compared 1@ illion in 2007.

Parent company liquidity is maintained by cash 8atemming from dividends and interest paymentgctld from subsidiaries
along with net proceeds from stock sales througpleyee plans, which represent the primary sourderads to pay cash dividen
to shareholders and interest to debt holders. ahtigunt paid to the parent company through FTBNAmom dividends is
managed as part of FHN’s overall cash managemeneps, subject to applicable regulatory restristiohhe parent company also
has the ability to enhance its liquidity positionraising equity or incurring debt subject to margenditions and compliance with
applicable regulatory requirements from time toginSee Note 15 — Other Items for a discussiorHN'E participation in the U.S
Treasury’s CPP.

Certain regulatory restrictions exist regarding dbédity of FTBNA to transfer funds to FHN in therfn of cash, common
dividends, loans or advances. At any given time,gértinent portions of those regulatory restritsiallow FTBNA to declare
preferred or common dividends without prior regoitgtapproval in an amount equal to FTBNA's retaimet income for the two
most recent completed years plus the current yedate. For any period, FTBNA's ‘retained net inedmenerally is equal to
FTBNA's regulatory net income reduced by the preferand common dividends declared by FTBNA. Onectfbf this regulatory
calculation method is that the amount availablepfeferred or common dividends by FTBNA withoutopniegulatory approval c:
change substantially at the beginning of each nsealfyear compared with the last day of the yasr gompleted. However, due to
the net retained loss experienced in 2007, dur@@82FTBNA’s excess dividends in the year 2007 tmaapplied against retained
net income for the year 2005. Applying the applieainles, FTBNA's total amount available for dividis was ($74.0) million at
December 31, 2007 and at January 1, 2008. Earfdndgsses) and dividends declared during 200Bokénge the amount
available during 2008 until December 31. Durin@20FTBNA'’s excess dividends in the year 2007 maapplied against the net
retained net income for the years 2005 and 20@Besamount available for dividends at January 0920ill be the same as that
available at December 31, 2008.

FTBNA obtained approval from the OCC to declare pag dividends on its preferred stock outstandiaggple in April, July, and
October 2008, and recently requested similar agpifov dividends on that class of stock payabléanuary 2009. FTBNA has not
requested approval to pay common dividends toits sommon stockholder, FHN. Although FHN has fuadailable for
dividends even without FTBNA dividends, availalyildaf funds is not the sole factor considered by FHBbard in deciding
whether or not to declare a dividend of any palticeize; the Board also must consider FHN’s curagnl prospective capital,
liquidity and other needs.

On April 27, 2008, FHN8 Board of Directors determined to cease payinp dagdends following the cash dividend of 20 cepes
share paid on July 1, 2008. Instead, the Boardy#g a dividend in shares of common stock witlalue equal to the previous 20
cents per share cash dividend rate. The first gugrstock dividend was distributed on OctoberdQ& followed by Board approv
of the stock dividend to be distributed in Janu2099. The Board currently intends to reinstatashaividend at an appropriate
and prudent level once earnings and other conditimprove sufficiently, consistent with regulat@myd other constraints. The
Board anticipates that this policy will remain iffieet for the foreseeable future.
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OFF-BALANCE SHEET ARRANGEMENTS AND OTHER CONTRACTUA L OBLIGATIONS

First Horizon Home Loans, the former mortgage bagklivision of FHN, originated conventional confangy and federally insure
single-family residential mortgage loans. LikewiB&N Financial Capital Assets Corporation purckake same types of loans
from customers. Substantially all of these mor&glgns are exchanged for securities, which atedsthrough investors,
including government-sponsored enterprises (GSE)) as Government National Mortgage Association &) for federally
insured loans and Federal National Mortgage AstioaigdFNMA) and Federal Home Loan Mortgage Corpora{FHLMC) for
conventional loans, and then sold in the seconcherkets. Each of the GSE has specific guidelimescaiteria for sellers and
servicers of loans backing their respective seegritMany private investors are also active ingbeondary market as issuers and
investors. The risk of credit loss with regardhe principal amount of the loans sold is generainsferred to investors upon sale
to the secondary market. To the extent that teared loans are subsequently determined not to theetgreed upon qualifications
or criteria, the purchaser has the right to retbose loans to FHN. In addition, certain mortgbiges are sold to investors with
limited or full recourse in the event of mortgageefclosure (refer to discussion of foreclosuremeseunder Critical Accounting
Policies). After sale, these loans are not refl@éan the Consolidated Condensed Statements ofit@ond

FHN's use of government agencies as an efficietiebfor mortgage loan production was an essestiatce of liquidity for
FHN. During third quarter 2008, approximately $8ition of conventional and federally insured ngagie loans were securitized
and sold by First Horizon Home Loans through thesestors.

Historically, certain of FHN's originated loans¢linding non-conforming first-lien mortgages, secdied mortgages and HELOC
originated primarily through FTBNA, have not confaed to the requirements for sale or securitizatiwough government
agencies. FHN pooled and securitized these nofecaing loans in proprietary transactions. Aftecgritization and sale, these
loans are not reflected on the Consolidated CoreteSsatements of Condition. These transactionghakere conducted through
single-purpose business trusts, are an efficiegtfaaFHN and other participants in the housingusitly to monetize these

assets. On September 30, 2008 and 2007, the mditsggprincipal amount of loans in these off-bakasbeet business trusts was
$23.0 billion and $26.1 billion, respectively. FHids substantially reduced its origination of tHes@s in response to disruptions
in the credit markets and did not execute a sézatibn of these loans during the third quarter0Given the historical
significance of FHN's origination of non-conformitggns, the use of single-purpose business trostsduritize these loans was an
important source of liquidity to FHN.

FHN has various other financial obligations, whiohy require future cash payments. Purchase oldigatepresent obligations
under agreements to purchase goods or servicearthahforceable and legally binding on FHN and $pacify all significant
terms, including fixed or minimum quantities to faérchased, fixed, minimum or variable price pramis, and the approximate
timing of the transaction. In addition, FHN entgm® commitments to extend credit to borrowers|uiding loan commitments,
standby letters of credit, and commercial lettérsredit. These commitments do not necessarilyesmt future cash requiremel
in that these commitments often expire without gedrawn upon.

MARKET RISK MANAGEMENT

Capital markets buys and sells various types afritges for its customers. When these securititeson a delayed basis, they are
considered forward contracts. Securities invenparsitions are generally procured for distributiorcustomers by the sales staff,
and ALCO policies and guidelines have been estaddisvith the objective of limiting the risk in magiag this inventory.

CAPITAL MANAGEMENT

The capital management objectives of FHN are toigeocapital sufficient to cover the risks inherenEHN’s businesses, to
maintain excess capital to well-capitalized staddand to assure ready access to the capital rearkktnagement has a Capital
Management committee that is responsible for chpitamagement oversight and provides a forum foresking management
issues related to capital adequacy. The commigtdews sources and uses of capital, key capitlsiasegment economic capital
allocation methodologies, and other factors in nayitig and managing current capital levels, as aglbotential future sources ¢
uses of capital. The committee also recommendsatapanagement policies, which are submitted fipraval to the Enterprise-
wide Risk/Return Management Committee and the Board

OPERATIONAL RISK MANAGEMENT

Operational risk is the risk of loss from inadeguat failed internal processes, people, and systerfiem external events. This
risk is inherent in all businesses. Managemenasmement and reporting of operational risk aresmen by the Operational Risk
Committee, which is chaired by the EVP of Risk Mgemment. Key representatives from the business eeigimegal, shared
services, risk management, and insurance are exgegson the committee. Subcommittees manageepodtron business
continuity planning, information technology, datsrity, insurance, compliance, records managemenduct and system
development, customer complaint, and reputatidesriSummary reports of the committeeactivities and decisions are provide:
the Enterprise-wide Risk/Return Management Committemphasis is dedicated to refinement of proseasd tools to aid in
measuring and managing material operational rikisproviding for a culture of awareness and accahility.
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COMPLIANCE RISK MANAGEMENT

Compliance risk is the risk of legal or regulatsgnctions, material financial loss, or loss to tapan as a result of failure to
comply with laws, regulations, rules, related seljulatory organization standards, and codes alwcirapplicable to banking
activities. Management, measurement, and repoofimgmpliance risk are overseen by the Complians& Bommittee, which is
chaired by SVP Corporate Compliance. Key execatfi@n the business segments, legal, risk manageamath service functions
are represented on the committee. Summary repbttt® @ommittee’s activities and decisions are ufed to the Enterprise-wide
Risk/Return Management Committee, and to the AQdinmittee of the Board, as applicable. Reportsioieithe status of
regulatory activities, internal compliance progremitiatives, and evaluation of emerging complians& areas.

CREDIT RISK MANAGEMENT

Credit risk is the risk of loss due to adverse gearin a borrower’s ability to meet its financisligations under agreed upon
terms. FHN is subject to credit risk in lendingding, investing, liquidity/funding and asset mgerment activities. The nature ¢
amount of credit risk depends on the types of fiatiens, the structure of those transactions amghnties involved. In general,
credit risk is incidental to trading, liquidity/fding and asset management activities, while iergral to the profit strategy in
lending. As a result, the majority of credit riskassociated with lending activities.

FHN has policies and guidelines, and processesnamhgement committees in place that are designasstss and monitor credit
risks. These are subject to independent reviewHiy's Credit Risk Assurance Group, which encompassés@redit Review an
Credit Quality Control functions. The EVP of CreRisk Assurance is appointed by and reports tcCtteglit Policy & Executive
Committee of the Board. Credit Risk Assurancensrged with providing the Board and executive managnt with independent,
objective, and timely assessments of FHN'’s podfgliality, adequacy of credit policies, and creidk management

processes. The Asset Quality Committee has timnsgbility of evaluating Management’s assessméntioent asset quality for
each lending product. In addition, the Asset Qu&iommittee evaluates the projected changes gsified loans, non-performing
assets and charge-offs. A primary objective of timmittee is to provide information about chaggiends in asset quality by
region and loan product, and to provide to senianagement a current assessment of credit qualpgra®f the estimation process
for determining the allowance for loan losses. Thedit Watch Committee has the primary respornisitif enforcing proper loan
risk grading, identifying credit problems and monitg actions to rehabilitate certain credits. lgament also has a Credit Risk
Management Committee that is responsible for erisgrvide credit risk oversight and provides a forior addressing
management issues. The committee approves anchmeeods credit policies, which are submitted foalffiapproval to the Credit
Policy and Executive Committee of the Board, andeuwriting guidelines to manage the level and caositfum of credit risk in its
loan portfolio and review performance relativelege policies. In addition, the Financial CouraefypCredit Committee,
composed of senior managers, assesses the cs&diff financial counterparties and sets limitségposure based upon the credit
quality of the counterparty. FHN’s goal is to mgaaisk and price loan products based on risk mamagt decisions and
strategies. Management strives to identify potépiioblem loans and nonperforming loans early ghda correct the deficiencies
and prevent further credit deterioration. It isT@gement'’s objective that both charge-offs andtasste-downs are recorded
promptly, based on management’s assessments ehtuollateral values and the borrower’s abilitygpay.

FHN has a significant concentration of loans setimeresidential real estate (51 percent of taahk) primarily in three
portfolios. The retail real estate residentialtfudio (38 percent of total loans) is comprisedooimarily home equity lines and
loans. While this portfolio is showing increaséss related to loss severities experienced dtleetdownturn in the housing
market and economic conditions in general, it dostibans extended to strong borrowers with higiditrscores and is
geographically diversified.

The OTC portfolio (6 percent of total loans) hasmaegatively impacted by the downturn in the hogighdustry, certain
discontinued product types, and the decreasedadlitiy of permanent mortgage financing. Portfglierformance issues are more
acute in certain volatile markets.

The Residential CRE portfolio (7 percent of totars) has also been negatively impacted by thargirlustry downturn as
liquidity has been severely stressed. Similaheo®@TC portfolio, Residential CRE portfolio perfante was driven by conditions
in markets that have been significantly impactedhgydownturn.
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CRITICAL ACCOUNTING POLICIES

APPLICATION OF CRITICAL ACCOUNTING POLICIES AND EST IMATES

FHN's accounting policies are fundamental to un@deding management’s discussion and analysis oftsesf operations and
financial condition. The consolidated condensadritial statements of FHN are prepared in confgrmith accounting principles
generally accepted in the United States of Ameaiwé follow general practices within the industiiesvhich it operates. The
preparation of the financial statements requiresagament to make certain judgments and assumptiatetermining accounting
estimates. Accounting estimates are considerédatrif (a) the estimate requires management teer@ssumptions about matters
that were highly uncertain at the time the accagnéstimate was made, and (b) different estima@sonably could have been u
in the current period, or changes in the accourgstgnate are reasonably likely to occur from ptmperiod, that would have a
material impact on the presentation of FHN'’s firiahcondition, changes in financial condition osuéts of operations.

It is management's practice to discuss criticabanting policies with the Board of Directors’ Au@@ommittee including the
development, selection and disclosure of the alidccounting estimates. Management believes tlenviog critical accounting
policies are both important to the portrayal of teenpany’s financial condition and results of opierss and require subjective or
complex judgments. These judgments about criticabunting estimates are based on informationablailas of the date of the
financial statements.

MORTGAGE SERVICING RIGHTS AND OTHER RELATED RETAINE D INTERESTS

When FHN sold mortgage loans in the secondary niéokiavestors, it generally retained the righsésvice the loans sold in
exchange for a servicing fee that is collected tedife of the loan as the payments are recefrad the borrower. An amount
was capitalized as MSR on the Consolidated Condefitements of Condition at current fair valuéie Thanges in fair value of
MSR are included as a component of Mortgage BankiNgninterest Income on the Consolidated CondeSsagments of
Income.

MSR Estimated Fair Value

In accordance with Statement of Financial Accounftandards No. 156, “Accounting for Servicing ofdhcial Assets — an
Amendment of FASB Statement No. 140,” FHN has elkéair value accounting for all classes of mortgagrvicing rights. The
fair value of MSR typically rises as market inténeges increase and declines as market interest dacrease; however, the extent
to which this occurs depends in part on (1) themitade of changes in market interest rates, anth@Jlifferential between the
then current market interest rates for mortgagedaand the mortgage interest rates included imitregage-servicing portfolio.

Since sales of MSR tend to occur in private tratisas and the precise terms and conditions of dfessare typically not readily
available, there is a limited market to refer t@@termining the fair value of MSR. As such, lit@er participants in the mortgage
banking business, FHN relies primarily on a disaedrcash flow model to estimate the fair value®MSR. This model
calculates estimated fair value of the MSR usireglpminant risk characteristics of MSR, such agésterates, type of product
(fixed vs. variable), age (new, seasoned, and natelgragency type and other factors. FHN usesrgstsons in the model that it
believes are comparable to those used by othdcipartts in the mortgage banking business and wevestimated fair values and
assumptions with third-party brokers and otheriserproviders on a quarterly basis. FHN also caepds estimates of fair value
and assumptions to recent market activity and ag@sown experience.

Estimating the cash flow components of net sergiocntome from the loan and the resultant fair valfithe MSR requires FHN to
make several critical assumptions based upon dumarket and loan production data.

Prepayment SpeedSenerally, when market interest rates decline ahdrdactors favorable to prepayments occur theee i
corresponding increase in prepayments as custaefarance existing mortgages under more favoratirést rate terms. When a
mortgage loan is prepaid the anticipated cash flasgociated with servicing that loan are terminatesulting in a reduction of the
fair value of the capitalized MSR. To the extdwttactual borrower prepayments do not react asigated by the prepayment
model (i.e., the historical data observed in thelehaloes not correspond to actual market activity3, possible that the prepaym
model could fail to accurately predict mortgagepasaments and could result in significant earningigtdity. To estimate
prepayment speeds, FHN utilizes a thpalty prepayment model, which is based upon sttt derived data linked to certain k
principal indicators involving historical borrowprepayment activity associated with mortgage ldartke secondary market,
current market interest rates and other factocdudting FHN’s own historical prepayment experien€®r purposes of model
valuation, estimates are made for each productwyjtien the MSR portfolio on a monthly basis.
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Table 10 - Mortgage Banking Prepayment Assumptions

Three Months Ende
September 3

200¢ 2007
Prepayment spee:
Actual 9.7% 13.2%
Estimated* 21.6 14.7

* Estimated prepayment speeds represent monthiageerepayment speed estimates for each of timdperesented.

Discount RateRepresents the rate at which expected cash flosvdiscounted to arrive at the net present valisepficing
income. Discount rates will change with marketditians (i.e., supply vs. demand) and be reflectif’the yields expected to be
earned by market participants investing in MSR.

Cost to Service: Expected costs to service are estimated basedthponcremental costs that a market participantlgvage in
evaluating the potential acquisition of MSR.

Float Income: Estimated float income is driven by expected fluatinces (principal, interest and escrow payméatsare held
pending remittance to the investor or other thiaty) and current market interest rates, includivgthirty-day London Inter-Bank
Offered Rate (LIBOR) and five-year swap interes¢sawhich are updated on a monthly basis for mpepof estimating the fair
value of MSR.

FHN engages in a process referred to as “priceodésy” on a quarterly basis to assess the reaseness of the estimated fair
value of MSR. Price discovery is conducted throagitocess of obtaining the following informatig¢a) quarterly informal (and ¢
annual formal) valuation of the servicing portfolig prominent independent mortgage-servicing brakand (b) a collection of
surveys and benchmarking data made available Bpentient third parties that include peer partidpanthe mortgage banking
business. Although there is no single source aketanformation that can be relied upon to assiesdair value of MSR, FHN
reviews all information obtained during price digeoy to determine whether the estimated fair valueISR is reasonable when
compared to market information. On September 8082nd 2007, FHN determined that its MSR valuatiemd assumptions we
reasonable based on the price discovery process.

The First Horizon Risk Management Committee (FHRM®&jews the overall assessment of the estimategdhie of MSR
monthly. The FHRMC is responsible for approving thitical assumptions used by management to deterthe estimated fair
value of First Horizon’s MSR. In addition, FHN's3R Committee reviews the initial capitalizatioresafor newly originated
MSR, the assessment of the fair value of MSR aadtiurce of significant changes to the MSR carryaige each quarter.

Hedging the Fair Value of MSR

FHN enters into financial agreements to hedge M&&dler to minimize the effects of loss in valueM8R associated with
increased prepayment activity that generally reduttm declining interest rates. In a rising iet#rrate environment, the value of
the MSR generally will increase while the valudttd hedge instruments will decline. SpecificalfiN enters into interest rate
contracts (including swaps, swaptions and mortdeyeard sales contracts) to hedge against the tsfftécchanges in fair value of
its MSR. Substantially all capitalized MSR are ed. The hedges are economic hedges only, andrarmated and reestablist
as needed to respond to changes in market corglitiGhanges in the value of the hedges are reaadjaiz a component of net
servicing income in mortgage banking noninterespvime. Successful economic hedging will help miaergarnings volatility that
may result from carrying MSR at fair value. Suhsat to the sale of mortgage banking operationddti.ife, FHN determines tr
fair value of the derivatives used to hedge MSRI @xcess interests as discussed below) using iopseyved in active markets
similar instruments with typical inputs includinigetLIBOR curve, option volatility and option skewrior to the MetLife
transaction, fair values of these derivatives vadrained through proprietary pricing models which eompared to market value
guotes received from third party broker-dealerenderivative markets.

In conjunction with the repositioning of its mortgabanking operations, FHN no longer retains sgrgion the loans it sells. In
prior periods, FHN generally experienced incredsad origination and production in periods of lawerest rates which resulted
the capitalization of new MSR associated with neadpction. This provided for a “natural hedge'’tlie mortgage-banking
business cycle. New production and originationritiprevent FHN from recognizing losses due taicéidn in carrying value of
existing servicing rights as a result of prepayrsgrather, the new production volume resulted anlorigination fees and the
capitalization of MSR as a component of realizedigeelated to the sale of such loans in the semgnaarket, thus the natural
hedge, which tended to offset a portion of the c&ida in MSR carrying value during a period of lavterest rates. In a period of
increased borrower prepayments, these losses bauigbeen significantly offset by a strong replemient rate and strong net
margins on new loan originations. To the exteat f#irst Horizon Home Loans was unable to maingastrong replenishment rate,
or in the event that the net margin on new loagioaitions declined from historical experience, thkie of the natural hedge might
have diminished, thereby significantly impacting tiesults of operations in a period of increasedoveer prepayments.
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FHN does not specifically hedge the change invaiue of MSR attributed to other risks, includinganticipated prepayments
(representing the difference between actual prepayexperience and estimated prepayments derivedtfie model, as described
above), basis risk (meaning, the risk that chanyése benchmark interest rate may not correlathtmges in the mortgage mar
interest rate), discount rates, cost to serviceather factors. To the extent that these othdpfagesult in changes to the fair va
of MSR, FHN experiences volatility in current eagé due to the fact that these risks are not ctiyrbadged.

Excess Interest (Interest-Only Strips) Fair Value -Residential Mortgage Loans

In certain cases, when FHN sold mortgage loansérsecondary market, it retained an interest imtbggage loans sold primarily
through excess interest. These financial assptesent rights to receive earnings from servicsdtaghat exceed contractually
specified servicing fees and are legally separfibha the base servicing rights. Consistent withRM8e fair value of excess
interest typically rises as market interest ratesdase and declines as market interest ratesadecrédditionally, similar to MSR,
the market for excess interest is limited, andpteeise terms of transactions involving excesgésteare not typically readily
available. Accordingly, FHN relies primarily ordascounted cash flow model to estimate the fain@alf its excess interest.

Estimating the cash flow components and the resiiigar value of the excess interest requires Fblhake certain critical
assumptions based upon current market and loamugtiod data. The primary critical assumptions usg@HN to estimate the fe
value of excess interest include prepayment spaedisliscount rates, as discussed above. FHN'ssxaterest is included as a
component of trading securities on the Consolid&@eddensed Statements of Condition, with realizetlunrealized gains and
losses included in current earnings as a comparfenbrtgage banking income on the Consolidated €nged Statements of
Income.

Hedging the Fair Value of Excess Interest

FHN utilizes derivatives (including swaps, swapsiamd mortgage forward sales contracts) that chiangmue inversely to the
movement of interest rates to protect the valuésaixcess interest as an economic hedge. Realimtdnrealized gains and losses
associated with the change in fair value of deiestused in the economic hedge of excess intareshcluded in current earnings
in mortgage banking noninterest income as a compafeservicing income. Excess interest is inctlidetrading securities with
changes in fair value recognized currently in eggsiin mortgage banking noninterest income as goaent of servicing income.

The extent to which the change in fair value ofesscinterest is offset by the change in fair valiine derivatives used to hedge
this asset depends primarily on the hedge coveedgemaintained by FHN. Also, as noted aboveh&extent that actual
borrower prepayments do not react as anticipatetidoprepayment model (i.e., the historical datseoked in the model does not
correspond to actual market activity), it is potesiiat the prepayment model could fail to accuygteedict mortgage prepaymer
which could significantly impact FHN's ability tdfectively hedge certain components of the chandair value of excess interest
and could result in significant earnings volatility

Principal Only and Subordinated Bond Certificates

In some instances, FHN retained interests in taedat securitized by retaining certificated prpadionly strips or subordinated
bonds. Subsequent to the MetLife transaction, Fidék observable inputs such as trades of simasuments, yield curves, cre:
spreads and consensus prepayment speeds to deténmifair value of principal only strips. Priorthe MetLife transaction, FHN
used the market prices from comparable assetsasuphblicly traded FNMA trust principal only strifhet are adjusted to reflect
the relative risk difference between readily maakét securities and privately issued securitieslning the principal only

strips. The fair value of subordinated bonds ieeined using the best available market inforrmgtiohich may include trades of
comparable securities, independently provided sisréaother marketable securities, and publishett@haesearch. Where no
market information is available, the company ugitizan internal valuation model. As of Septembe808, no market informatic
was available, and the subordinated bonds weregalsing an internal model which includes assumptabout timing, frequency
and severity of loss, prepayment speeds of therlymag collateral, and the yield that a market ppgnt would require. The
assumptions were consistent with those embeddiDecember 31, 2007 values, when there was markeatminformation
available, except that loss frequency and lossriguassumptions were worsened consistent withiphetl industry cumulative
historical loss information and published marketj@ctions of future deteriorations in real estatigs. As of September 30, 20
the subordinated bonds were valued using tradesroparable market securities and independentlyigedvspreads. Both the
principal only strips and the subordinated bondscatlateralized by prime or Alt-A jumbo loans whiEHN originated and sold
into private label securitizations, primarily in@®and 2007. FHN does not utilize derivativese¢dde against changes in the fair
value of these certificates.

Residual-Interest Certificates Fair Value — HELOC and Second-lien Mortgages

In certain cases, when FHN sold HELOC or seconu+i@rtgages in the secondary market, it retaineidtanest in the loans sold
primarily through a residual-interest certificateesidual-interest certificates are financial asgétich represent rights to receive
earnings to the extent of excess income genergtéoebunderlying loan collateral of certain mortgdzacked securities, which is
not needed to meet contractual obligations of sesgourity holders. The fair value of a residuaéiest certificate typically
changes based on the differences between modedpdymment speeds and credit losses and actual esperi Additionally, simila
to MSR and interest-only certificates, the marketrésidual-interest certificates is limited, ahd precise terms of transactions
involving residual-interest certificates are nqtitally readily available. Accordingly, FHN religsimarily on a discounted cash
flow model, which is prepared monthly, to estimie fair value of its residual-interest certificate
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Estimating the cash flow components and the resufitér value of the residual-interest certificatequires FHN to make certain
critical assumptions based upon current market@end production data. The primary critical assuonst used by FHN to estime
the fair value of residual-interest certificateslime prepayment speeds, credit losses and discatast as discussed above. FBIN’
residual-interest certificates are included asrapgmment of trading securities on the Consolidateddensed Statements of
Condition, with realized and unrealized gains ams$és included in current earnings as a compotietiher income on the
Consolidated Condensed Statements of Income. Fd¢i dot utilize derivatives to hedge against chamyéhe fair value of
residual-interest certificates.

Sensitivity of MSR and Other Retained Interests
The sensitivity of the current fair value of altamed or purchased interests for MSR, net of ttffsgfair value liabilities, to
immediate 10 percent and 20 percent adverse chamgssumptions on September 30, 2008, are avsllo

Table 11 - Sensitivity of the Current Fair Value ofAll Retained or Purchased Interest for MSR

(Dollarsin thousands First Secont

except for annual cost to service) Liens Liens HELOC

September 30, 200:

Fair value of retained interes $770,62. $ 17,52¢ $ 10,34¢

Weighted average life (in yeai 5.2 2.3 2.3

Annual prepayment rai 16.€% 34.71% 35.(%
Impact on fair value of 10% adverse cha $(31,58) $ (1,317) $ (70
Impact on fair value of 20% adverse cha (60,399 (2,507 (1,345

Annual discount rate on servicing cash flc 10.4% 14.(% 18.(%
Impact on fair value of 10% adverse cha $ (16,260 $ (4360 $ (30))
Impact on fair value of 20% adverse cha (32,520 (851) (584)

Annual cost to service (per loar $ 53 % 50 $ 50
Impact on fair value of 10% adverse cha (7,549 (365) (290
Impact on fair value of 20% adverse cha (15,099 (728) (581

Annual earnings on escrc 3.6% 2.2% 2.1%
Impact on fair value of 10% adverse cha $(23,10) $ (308 $ (179
Impact on fair value of 20% adverse cha (44,635 (617) (34¢)

* The annual cost to service includes an incremeotsti to service delinquent loans. Historicallys thair value sensitivity
disclosure has not included this incremental c@$te annual cost to service first-lien mortgagenwithout the incremental
cost to service delinquent loans was $49 ¢September 30, 200

The sensitivity of the current fair value of retghinterests for other residuals, net of offsetfaigvalue liabilities, to immediate :
percent and 20 percent adverse changes in assmsptiocSeptember 30, 2008, are as follows:
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Table 12- Sensitivity of the Current Fair Value for Other Residuals

Residua Residua

Excess Interest Interest
(Dollarsin thousands Interest  Certificatec Subordinate Certificate: Certificate:
except for annual cost to service) 10 PO 10 Bonds 2nd Liens HELOC
September 30, 200:
Fair value of retained interes $ 251,30f $ 1433 $ 41t $ 1251 ¢ 3,711 $ 3,71
Weighted average life (in yeat 5.6 3.6 5.8 5.¢ 2.6 2.2
Annual prepayment rai 14.2% 23.1% 15.2% 14.2% 30.(% 28.(%
Impact on fair value of 10% adverse
change $ (12,649 $ (566) $ (23) s (519 $ (38) $ (390
Impact on fair value of 20% adverse
change (24,290 (1,199 (45) (1,020 (72 (731)
Annual discount rate on residual cash flc 12.2% 16.2% 12.2% 33.5% 35.(% 33.(%
Impact on fair value of 10% adverse
change $ (9,556 $ (490 ¢ 17 s (500 $ (142) $ (403)
Impact on fair value of 20% adverse
change (18,419 (949) (32 (961) (269) (74€)

These sensitivities are hypothetical and shouldbratonsidered to be predictive of future perforeear\s the figures indicate,
changes in fair value based on a 10 percent vamidi assumptions generally cannot necessarilitragolated because the
relationship of the change in assumption to thenghan fair value may not be linear. Also, in ttable, the effect of a variation ir
particular assumption on the fair value of theiretd interest is calculated independently from emgnge in another assumption
reality, changes in one factor may result in charigeanother, which might magnify or counteractdbasitivities. Furthermore, the
estimated fair values as disclosed should not bsidered indicative of future earnings on thesetass

PIPELINE AND WAREHOUSE

As a result of the MetLife transaction, mortgagakiag origination activity will be significantly deiced in periods after third
guarter 2008 as FHN focuses on origination wittsrrégional banking footprint. Accordingly, thdléoving discussion of pipeline
and warehouse related derivatives is primarily i@gple to reporting periods occurring through thiedt quarter 2008.

During the period of loan origination and priorth@ sale of mortgage loans in the secondary mafk#l has exposure to mortge
loans that are in the “mortgage pipeline” and thftgage warehouse”. The mortgage pipeline canefdban applications that
have been received, but have not yet closed as.ld@ipeline loans are either "floating” or "locked floating pipeline loan is one
on which an interest rate has not been locked éythrower. A locked pipeline loan is one on whicé potential borrower has set
the interest rate for the loan by entering intardarest rate lock commitment. Once a mortgage isatosed and funded, it is
included within the mortgage warehouse, or theéimery” of mortgage loans that are awaiting sakd @elivery (at quarter end an
average of approximately 35 days) into the seconaterket.

Interest rate lock commitments are derivatives pamsto SFAS 133 and are therefore recorded ahas of fair value. Effective
January 1, 2008, FHN applied the provisions offStatounting Bulletin No. 109, “Written Loan Commrients Recorded at Fair
Value Through Earnings” (SAB No. 109) prospectivigly derivative loan commitments issued or modifédér that date. SAB
No. 109 requires inclusion of expected net futashcflows related to loan servicing activitieshe fair value measurement o
written loan commitment. Also on January 1, 2088N adopted Statement of Financial Accounting Stadsl No. 157, “Fair
Value Measurements” (SFAS No. 157), which affedtedvaluation of interest rate lock commitments/mesly measured under
the guidance of EITF 02-3, “Issues Involved in Agoting for Derivative Contracts Held for TradingrPoses and Contracts
Involved in Energy Trading and Risk Management Wité&s”.

FHN adopted Statement of Financial Accounting Saagsl No. 159, “The Fair Value Option for Finandalsets and Financial
Liabilities - Including an Amendment of FASB Statemt No. 115” (SFAS No. 159) on January 1, 2008orRo adoption of SFAS
No. 159, all warehouse loans were carried at thvel@f cost or market, where carrying value wasistgid for successful hedgi
under SFAS No. 133 and the comparison of carryalgesto market was performed for aggregate loatspddpon adoption of
SFAS No. 159, FHN elected to prospectively accéonsubstantially all of its mortgage loan waret®psoducts at fair value up
origination and correspondingly discontinued thpliaption of SFAS No. 133 hedging relationshipstfugse new originations.

The fair value of interest rate lock commitmentd #re fair value of warehouse loans are impactatipally by changes in
interest rates, but also by changes in borroweedit and changes in profit margins required hiestors for perceived risks (i.e.,
liquidity). First Horizon Home Loans does not hedgainst credit and liquidity risk in the pipelimewarehouse. Third party
models are used to manage the interest rate risk.
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The fair value of loans whose principal markehis securitization market is based on recent sgdugitie prices for similar produ
with a similar delivery date, with necessary pricadjustments to convert the security price toaa lprice. Loans whose principal
market is the whole loan market are priced basetoent observable whole loan trade prices or poed third party bid prices for
similar product, with necessary pricing adjustmeatseflect differences in loan characteristicypi€al adjustments to security
prices for whole loan prices include adding theieadf MSR to the security price or to the wholenlgeice if the price is servicing
retained, adjusting for interest in excess of ésslthan) the required coupon or note rate, adargsnio reflect differences in the
characteristics of the loans being valued as coetpr the collateral of the security or the loaarelsteristics in the benchmark
whole loan trade, adding interest carry, reflecting recourse obligation that will remain aftelesaind adjusting for changes in
market liquidity or interest rates if the benchmaeicurity or loan price is not current. Additidgaloans that are delinquent or
otherwise significantly aged are discounted tcectfthe less marketable nature of these loans.

The fair value of FHN's warehouse (first-lien matg loans held for sale) changes with fluctuatioristerest rates from the loan
closing date through the date of sale of the loémthe secondary market. Typically, the fair vabfighe warehouse declines in
value when interest rates increase and rises uewahen interest rates decrease. To mitigateigksFHN enters into forward sal
contracts and futures contracts to provide an emanbedge against those changes in fair value sagraficant portion of the
warehouse. These derivatives are recorded atdhiewvith changes in fair value recorded in curearhings as a component of
gain or loss on the sale of loans in mortgage enkoninterest income.

Prior to the adoption of SFAS No. 159, to the ektbat these interest rate derivatives were deségihna hedge specific similar
assets in the warehouse and prospective analydieat® that high correlation is expected, the hddgans were considered for
hedge accounting under SFAS No. 133. Anticipatedetation was determined by projecting a dolldsetf relationship for each
tranche based on anticipated changes in the fhieaf the hedged mortgage loans and the relatedatiges, in response to
various interest rate shock scenarios. Hedges ngset daily and the statistical correlation wdsudated using these daily data
points. Retrospective hedge effectiveness wasunedsising the regression results. FHN generaliptaiaed a coverage ratio
(the ratio of expected change in the fair valuderivatives to expected change in the fair valueeafged assets) of approximately
100 percent on warehouse loans accounted for |\ BfeeS No. 133.

Warehouse loans qualifying for SFAS No. 133 hedgmanting treatment totaled $1.6 billion on Septen®0, 2007. The balance
sheet impacts of the related derivatives wereiabtlities of $9.5 million on September 30, 200Ret losses of $14.5 million
representing the ineffective portion of these Yailue hedges were recognized as a component obg#iss on sale of loans for t
nine months ended September 30, 2007.

Interest rate lock commitments generally have a t&fr up to 60 days before the closing of the loBuring this period, the value
the lock changes with changes in interest ratéee ifiterest rate lock commitment does not bindpthtential borrower to entering
into the loan, nor does it guarantee that Firstizéor Home Loans will approve the potential borrofeerthe loan. Therefore, wh
determining fair value, First Horizon Home Loanskemestimates of expected "fallout” (locked pipelioans not expected to
close), using models, which consider cumulativéohisal fallout rates and other factors. Falloabh©ccur for a variety of reasons
including falling rate environments when a borrowdt abandon an interest rate lock commitmentrag tender and enter into a
new lower interest rate lock commitment at anotivien a borrower is not approved as an acceptabtit dy the lender, or for a
variety of other non-economic reasons. Changéseifiair value of interest rate lock commitments @corded in current earnings
as gain or loss on the sale of loans in mortgag&ibg noninterest income.

Because interest rate lock commitments are deviesthey do not qualify for hedge accounting treattunder SFAS

133. However, FHN economically hedges the riskhefnging interest rates by entering into forwatdssand futures

contracts. The extent to which FHN is able to ecoically hedge changes in the mortgage pipelinedép largely on the hedge
coverage ratio that is maintained relative to maggyloans in the pipeline. The hedge coverage cati change significantly due
changes in market interest rates and the assod@igdrd commitment prices for sales of mortgagmkin the secondary
market. Increases or decreases in the hedge geveaio can result in significant earnings voigtito FHN.

For the period ended September 30, 2008, the watuatodel utilized to estimate the fair value adcapplications locked
prospectively from January 1, 2008, recognizeduhédair value of the ultimate loan adjusted fstimated fallout and estimated
cost assumptions a market participant would usetwert the lock into a loan. The fair value denest rate lock commitments
was $.3 million on September 30, 2008. For théopegnded September 30, 2007, the valuation mddigledl to estimate the fair
value of interest rate lock commitments assumeeta fair value on the date of the lock with therbarer. Subsequent to the lock
date, the model calculated the change in valuesdigdy to the change in interest rates and estuinfaléout resulting in a net
liability with an estimated fair value of $5.8 nilh on September 30, 2007
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FORECLOSURE RESERVES

As discussed above, FHN originated mortgage loatisthe intent to sell those loans to GSE and ophnisrate investors in the
secondary market. Certain of the mortgage loa@sald with limited or full recourse in the evefifareclosure. On both
September 30, 2008 and 2007, the outstanding pehbalance of mortgage loans sold with limitecbrgse arrangements where
some portion of the principal is at risk and sesdidy FHN was $3.3 billion. Additionally, on Septieer 30, 2008 and 2007, $.7
billion and $4.9 billion, respectively, of mortgalgens were outstanding which were sold under échiecourse arrangements
where the risk is limited to interest and servicattyances. On September 30, 2008 and 2007, $8fghrand $104.6 million,
respectively, of mortgage loans were outstandinghvivere serviced under full recourse arrangements.

Loans sold with limited recourse include loans sgider government guaranteed mortgage loan prograshusling the Federal
Housing Administration (FHA) and Veterans Admingion (VA). FHN continues to absorb losses duerteollected interest and
foreclosure costs and/or limited risk of creditdes in the event of foreclosure of the mortgage &md. Generally, the amount of
recourse liability in the event of foreclosure &emined based upon the respective governmentgrognd/or the sale or disposal
of the foreclosed property collateralizing the rgage loan. Another instance of limited recourdg@ésVA/No bid. In this case, tl
VA guarantee is limited and FHN may be requirefutad any deficiency in excess of the VA guaranteke loan goes to
foreclosure.

Loans sold with full recourse generally include tgage loans sold to investors in the secondary etavkich are uninsurable
under government guaranteed mortgage loan proguedsp issues associated with underwriting adisjtdocumentation or other
concerns.

Management closely monitors historical experietogtower payment activity, current economic treadd other risk factors, and
establishes a reserve for foreclosure losses &mslsold with limited recourse, loans serviced \iithrecourse, and loans sold w
general representations and warranties, includamy @ayment defaults. Management believes thecfosure reserve is sufficient
to cover incurred foreclosure losses relating emfobeing serviced as well as loans sold whereseghécing was not retained. The
reserve for foreclosure losses is based upon aritiat progression model using a rolling 12-montkrage, which predicts the
probability or frequency of a mortgage loan entgfioreclosure. In addition, other factors are adered, including qualitative and
quantitative factors (e.g., current economic caodg, past collection experience, risk charactessif the current portfolio and
other factors), which are not defined by historioak trends or severity of losses. On Septem®e2@8 and 2007, the foreclos
reserve was $36.7 million and $12.9 million, respety. Table 13 provides a summary of reservesdoeclosure losses for the
periods ended September 30, 2008 and 2007. Thigisgrportfolio has decreased from $108.4 billian®eptember 30, 2007, to
$65.3 billion on September 30, 2008 as FHN hasaedlits servicing portfolio through sales throulgé third quarter of 2008,
while the foreclosure reserve has experienced ase® primarily due to increases in both frequemclysgverity of projected loss¢

Table 13- Reserves for Foreclosure Losse
Three Months Ended Nine Months Ende:

September 3 September 3

(Dollars in thousands) 2008 2007 2008 2007

Beginning balanc $ 3846: $ 14627 $ 16,16( $ 14,03¢
Provision for foreclosure loss 3,397 (881) 25,15 5,22¢
Transfers* (1,839 (23%) 5,52¢ (372)
Chargeoffs (3,617 (1,94%) (10,713 (8,306
Recoveries 317 1,33( 59¢ 2,30¢
Ending balanc $ 36,72t $ 1289 $ 36,72¢ $ 12,89:

* Primarily represents reserves established agangtcing advances for which the related MSR hasbegally sold
Amounts are transferred to the foreclosure xesethen the advances are delivered to the buyerebatirse to FHN remain

ALLOWANCE FOR LOAN LOSSES

Management’s policy is to maintain the allowanceldan losses at a level sufficient to absorb estid probable incurred losses in
the loan portfolio. Management performs periodid aystematic detailed reviews of its loan portfad identify trends and to
assess the overall collectibility of the loan palitf. Accounting standards require that loan ledse recorded when management
determines it is probable that a loss has beenredwand the amount of the loss can be reasonabiyated. Management belie
the accounting estimate related to the allowancéofin losses is a "critical accounting estimattduse: changes in it can
materially affect the provision for loan losses aed income, it requires management to predictdvegrs’ likelihood or capacity to
repay, and it requires management to distinguisivden losses incurred as of a balance sheet ddtesses expected to be
incurred in the future. Accordingly, this is a hig subjective process and requires significangjodnt since it is often difficult to
determine when specific loss events may actuaktlyiocThe allowance for loan losses is increasethéyrovision for loan losses
and recoveries and is decreased by charged-of§lo@his critical accounting estimate applies pritydo the Regional Banking,
National Specialty Lending, and Capital Marketsmsegts. The Credit Policy and Executive CommitefesSHN's board of
directors review quarterly the level of the allowarfor loan losses.
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FHN's methodology for estimating the allowancelfmn losses is not only critical to the accountstimate, but to the credit risk
management function as well. Key components oe#tenation process are as follows: (1) commetogis determined by
management to be individually impaired loans aweated individually and specific reserves are meiteed based on the
difference between the outstanding loan amountl@estimated net realizable value of the colla{@raollateral dependent) or
the present value of expected future cash flowsin@vidual commercial loans not considered tarimbvidually impaired are
segmented based on similar credit risk charadiesiahd evaluated on a pool basis; (3) reserve fatehe commercial segment
calculated based on historical charge-offs andédjested by management to reflect current evenretsds and conditions (including
economic factors and trends); (4) management’measti of probable incurred losses reflects the vesete applied against the
balance of loans in the commercial segment ofdha portfolio; (5) retail loans are segmented basebban type; (6) reserve
amounts for each retail portfolio segment are dated using analytical models based on loss expegiadjusted by management
to reflect current events, trends and conditionsliding economic factors and trends); and (7y#serve amount for each retail
portfolio segment reflects management'’s estimaggatbable incurred losses in the retail segmett@foan portfolio.

Principal loan amounts are charged off againsattesvance for loan losses in the period in which litan or any portion of the lo
is deemed to be uncollectible.

Given the substantial instability in the currentibimg market and significant deterioration expearezhin the commercial, one-time-
close (OTC) and home equity portfolios, FHN proaslif reviews and analyzes these portfolios to npooenptly identify and
resolve problem loans.

For commercial loans, reserves are established isstorical loss factors by grade level. Relatfopsnanagers risk rate each loan
using grades that reflect both the probability effadilt and estimated loss severity in the everteddult. Portfolio reviews are
conducted quarterly by senior credit officers toyide independent oversight of risk grading dedisifor larger credits. Loans
with emerging weaknesses receive increased ovetsiglugh our “Watch List” process. For new “Waltdht” loans, senior credit
management reviews risk grade appropriatenesscinth plans. After initial identification, relatiship managers prepare mont
updates for review and discussion by more senisiness line and credit officers. This oversighihtended to bring consistent
grading and allow timely identification of loansatmeed to be further downgraded or placed on ©onsal status. When a loan
becomes classified, the asset generally trangferetspecialists in our Loan Rehab and Recoverymwhere the accounts receive
more detailed monitoring; at this time, new apm@isire typically ordered for real estate colldtdegpendent credits. Loans are
placed on non-accrual if it becomes evident théchllection of principal and interest is at riekif the loans become 90 days or
more past due.

Generally, classified non-accrual loans over $lionilare deemed to be impaired in accordance WiASS114 “Accounting by
Creditors for Impairment of a Loan” and are assgé$éseimpairment measurement. For impaired assetged as collateral
dependent, fair value estimates are obtained froecently received and reviewed appraisal. Apprhislues are adjusted down
for costs associated with asset disposal and foestimate of any further deterioration in valuegs the most recent

appraisal. Upon the determination of impairmehtNFcharges off the full difference between bookueshnd our best estimate of
the asset’s net realizable valuiehe total value of impaired loans considered cetkdtdependent at September 30, 2008 was $.
million.

For OTC real estate construction loans, resenedeare established based on portfolio modelingraodthly portfolio reviews
conducted with business line managers and crefitieo$. The inherent risk in credits is examined avaluated based on factors
such as draw inactivity and borrower conditionsgefrecognizing problems prior to delinquency.adiition, OTC loans that rea
90 days past due are placed on non-accrual. Aappraisal is ordered for loans that reach 90 dagsgue or are classified as
substandard during the monthly portfolio reviewoahs are initially written down to current apprdiselue. Loans are then
assessed for charge down again when they reactiay@0past due, and again when they are taken R®©GD

For home equity loans and lines, reserve levelgstablished through the use of several modelddbhtat historical losses,
cumulative vintage performance, and roll ratesansoare classified substandard at 90 days delihg@ur collateral position is
assessed prior to the asset becoming 180 daysgjdetin If the value does not support foreclosbatances are charged-off and
other avenues of recovery are pursued. If theevalyports foreclosure, the loan is charged dowretoealizable value and is
placed on non-accrual status. When collaterakisn to OREO, the asset is assessed for further doivn to appraised value.

FHN believes that the critical assumptions undagythe accounting estimate made by managemendiec{d) the commercial
loan portfolio has been properly risk graded basethformation about borrowers in specific indwestrand specific issues with
respect to single borrowers; (2) borrower spedifiormation made available to FHN is current anduaate; (3) the loan portfolio
has been segmented properly and individual loame siilar credit risk characteristics and will bek similarly; (4) known
significant loss events that have occurred weresidened by management at the time of assessirggéguacy of the allowance 1
loan losses; (5) the economic factors utilizechim allowance for loan losses estimate are usedresaaure of actual incurred
losses; (6) the period of history used for hist@lrloss factors is indicative of the current enmiment; and (7) the reserve rates, as
well as other adjustments estimated by manageroectfrent events, trends, and conditions, utilizethe process reflect an
estimate of losses that have been incurred asafdte of the financial statements.
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While management uses the best information availbéstablish the allowance for loan losses, &uautjustments to the allowar
for loan losses and methodology may be necessanoiiomic or other conditions differ substantiditym the assumptions used in
making the estimates or, if required by regulatbesed upon information at the time of their exatioms. Such adjustments to
original estimates, as necessary, are made ingtiedin which these factors and other relevansiterations indicate that loss
levels vary from previous estimates.

In the fourth quarter 2007, FHN'’s quarterly reviefathe allowance for loan and lease losses incladititional reviews of the
adequacy of the allowance associated with resialertal estate portfolios in light of the stronglgverse real estate market
conditions that unfolded in the last half of 200Fwas determined that loan losses were increasirgto the likelihood of default
and the severity of inherent losses within thedesiial real estate loan portfolios. This is priityaa result of rapid material
declines in collateral values as well as certaghhisk products and high risk geographic locatiwithin the homebuilder finance
and OTC portfolios. This analysis resulted ineréased provision level of $156.6 million recogwiZn the fourth quarter 2007.

In first quarter 2008, FHN continued to apply foedportfolio management activities to identify geoh assets. The procedures
applied for homebuilder finance and OTC portfoiidentified additional losses within the OTC porifolAdditionally, loan level
reviews of the commercial real estate and C&| wlidé were conducted, identifying the need for &ddal provisioning in these
portfolios. Home equity loss trends were also neei@, resulting in the identification of increasedd severities within this
portfolio. As a result of these procedures FHN geiped $240.0 million of provision in the quarter.

In the second quarter 2008, FHN continued to algtinaview its loan portfolios to identify problenssets and the associated
inherent losses. The commercial loan portfolioezignced downward grade migration, negatively inipgaequired

reserves. FHN also continued to charge down iredaiommercial loans considered collateral dependeggtimates of fair value
less costs to sell. Additionally, enhanced analpsocedures were applied to the home equity dartfoHigher loss severities
more than offset the lower levels of delinqueneirgerienced in this portfolio. These procedurssited in FHN recognizing
$220.0 million of provision in the quarter.

In third quarter 2008, FHN maintained an aggresajpgroach to loan portfolio remediation effortsezsally in the winding-down
national construction lending portfolios, consistieiss recognition practices for impaired loanssidered collateral dependent and
ensured adequate reserves that reflect currentwatide inherent losses in the loan portfolio. Thenmercial loan portfolio
continued to experience downward grade migratidredrprimarily by homebuilder finance and condomimiconstruction loans
and C&l sub-segments impact by residential housimguding financial institutions. During the qter, FHN undertook an
intensive review of exposures to financial instdns which resulted in significant downward gradgnakion and resultant reserve
increase. Further, reviews of the mature, windlogm OTC portfolio resulted in increased provisianin the third quarter

2008. Procedures applied by FHN resulted in reitiognof $340.0 million of provision in the quarter

GOODWILL AND ASSESSMENT OF IMPAIRMENT

FHN's policy is to assess goodwill for impairmenttze reporting unit level on an annual basis dwben annual assessments if an
event occurs or circumstances change that wouleé fila@ly than not reduce the fair value of a repgriunit below its carrying
amount. Impairment is the condition that existewkthe carrying amount of goodwill exceeds its iegbfair value. Accounting
standards require management to estimate thedhie\of each reporting unit in making the assesswfadmpairment at least
annually. As of October 1, 2007, FHN engaged dependent valuation firm to compute the fair vadgmates of each reporting
unit as part of its annual impairment assessméhe independent valuation utilized three separateation methodologies and
applied a weighted average to each methodologyderdo determine fair value for each reporting.ufiihe valuation as of
October 1, 2007, indicated goodwill impairmenttioe Mortgage Banking segment. Based on furthalyais and events
subsequent to the measurement date of OctobefZ, 86 additional goodwill impairment was indicatelof December 31, 2007,
March 31, 2008, June 30, 2008 or September 30,.2008

Management believes the accounting estimates assdavith determining fair value as part of the dyoitl impairment test is a
“critical accounting estimate" because estimatelseasumptions are made about FHN's future perfocmand cash flows, as well
as other prevailing market factors (interest ratesnomic trends, etc.). FHN’s policy allows magragnt to make the
determination of fair value using internal castwflmodels or by engaging independent third partlea.charge to operations for
impairment results, this amount would be reportguhsately as a component of noninterest expenlis. clitical accounting
estimate applies to the Regional Banking, Nati@p#cialty Lending, Mortgage Banking, and Capitatiéss business

segments. Reporting units have been defined asathe level as the operating business segments.
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The impairment testing process conducted by FHNnsday assigning net assets and goodwill to egobrtiag unit. FHN then
completes “step one” of the impairment test by carmg the fair value of each reporting unit (asedeined based on the
discussion below) with the recorded book valug‘¢arrying amount”) of its net assets, with goodwiltluded in the computation
of the carrying amount. If the fair value of aoefng unit exceeds its carrying amount, goodwifiltr@t reporting unit is not
considered impaired, and “step two” of the impaintrtest is not necessary. If the carrying amofiat i@porting unit exceeds its
fair value, step two of the impairment test is parfed to determine the amount of impairment. 8tepof the impairment test
compares the carrying amount of the reporting smjdodwill to the “implied fair value” of that gowdll. The implied fair value of
goodwill is computed by assuming all assets ariiliiees of the reporting unit would be adjustedhe current fair value, with the
offset as an adjustment to goodwill. This adjugieddwill balance is the implied fair value usedieap two. An impairment
charge is recognized for the amount by which thieyggg amount of goodwill exceeds its implied faalue.

In connection with obtaining the independent vabrgtmanagement provided certain data and infoonatiat was utilized by
the third party in its determination of fair valu€his information included budgeted and forecastthings of FHN at the
reporting unit level. Management believes that thformation is a critical assumption underlyihg estimate of fair value. The
independent third party made other assumptionisalrib the process, including discount rates, tzese liability growth rates,
and other income and expense estimates, throughsdisns with management.

While management uses the best information availbéstimate future performance for each repoding future adjustments to
management’s projections may be necessary if donditliffer substantially from the assumptions uigechaking the estimates.

CONTINGENT LIABILITIES

A liability is contingent if the amount or outcorigenot presently known, but may become known inftitere as a result of the
occurrence of some uncertain future event. FHMn@sés its contingent liabilities based on manageimestimates about the
probability of outcomes and their ability to estbe#he range of exposure. Accounting standardsinethat a liability be recorded
if management determines that it is probable tHasshas occurred and the loss can be reasonstbiyaged. In addition, it must
be probable that the loss will be confirmed by sduatere event. As part of the estimation processnagement is required to m:
assumptions about matters that are by their natigtdy uncertain.

The assessment of contingent liabilities, includegal contingencies and income tax liabilitiesialves the use of critical
estimates, assumptions and judgments. Managenestirsates are based on their belief that futuemtswill validate the current
assumptions regarding the ultimate outcome of te@pesures. However, there can be no assuranciithie events, such as
court decisions or |.R.S. positions, will not diffeom management’s assessments. Whenever praleticaanagement consults
with third party experts (attorneys, accountantsnts administrators, etc.) to assist with the getlyg and evaluation of informati
related to contingent liabilities. Based on intdlynand/or externally prepared evaluations, mansge makes a determination
whether the potential exposure requires accrutildrfinancial statements.

OTHER ITEMS

FAIR VALUE MEASUREMENTS

As a financial services institution, fair value rmegements are applied to a significant portionldNFs Consolidated Condensed
Statement of Condition. A summary of line itengndicantly affected by fair value measurementsriaf description of current
accounting practices and a description of curraitation methodologies are presented in Table IelbeAs of September 30,
2008, the total amount of assets and liabilitieasneed at fair value using significant unobservaipets was 28.0 percent and 1
percent, respectively, in relation to the total amicof assets and liabilities measured at fairealBee Note 14 — Fair Values of
Assets and Liabilities — for additional information
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Table 14 - Application of Fair Value Measurements

Line Item

Description of Accounting

Valuation Discussion

financing liabilities

Mortgage trading securities and associgRetained interests in securitizations and

associated financing liabilities, as
applicable, are recognized at fair value
through current earnings.

See Critical Accounting Policies.

Capital markets trading securities and
trading liabilities

Capital Markets trading positions are
recognized at fair value through current
earnings.

Long positions are valued at bid price ir
bid-ask spread. Short positions are val
at ask price. Positions are valued using
observable inputs including current mai
transactions, LIBOR and U.S. treasury
curves, credit spreads and consensus
prepayment speeds.

led

Loans held for sale

Substantially all mortgage loans held for
sale are recognized at elected fair value
changes in fair value recognized currentl
earnings.

See Critical Accounting Policies.

The warehouse of trust preferred securiti
was measured at the lower of cost or ma
prior to its transfer to the loan portfolio in
second quarter 2008.

See discussion below.

rket

Securities available for sale

Securities are recognized at fair value wi
changes in fair value recorded, net of tax
within other comprehensive income. Oth
than temporary impairments are recogniz
by reducing the value of the investment t
fair value through earnings.

[Maluations are performed using observ.
inputs obtained from market transaction
@1 similar securities, when
adailable. Typical inputs include LIBOR
@nd U.S. treasury yield curves, consens
prepayment estimates and credit
spreads. When available, broker quote
are used to support valuations.

us

(2]

Allowance for loan losses

The appropriate reserve for collateral
dependent loans is determined by estima

this amount by estimated costs to sell.

the fair value of the collateral and reducing

See Critical Accounting Policies.

Mortgage servicing rights and associatg
financing liabilities

MSR and associated financing liabilities,
applicable, are recognized at fair value u
inception. Both are subsequently
recognized at elected fair value with
changes in fair value recognized through
current earnings.

&ge Critical Accounting Policies.

Other assets and other liabilities

Interest rate lock commitments qualifying
derivatives are recognized at fair value W
changes in fair value recognized through
current earnings.

See Critical Accounting Policies.
ith

Freestanding derivatives and derivatives
used for fair value hedging relationships
(whether economic or qualified under SH
No. 133) are recognized at fair value with
changes in fair value included in

earnings. Cash flow hedges qualifying

value with changes in fair value included
other comprehensive income, to the exte
the hedge is effective, until the hedged
transaction occurs. Ineffectiveness
attributable to cash flow hedges is
recognized in current earnings.

under SFAS No. 133 are recognized at fdiiBOR curve, option volatility and optio

Valuations for forwards and futures
contracts are based on current transact
involving identical securities. Valuation
of other derivatives are based on inputs
observed in active markets for similar

instruments. Typical inputs include the

gkew. See Critical Accounting Policies
discussion of the valuation procedures
derivatives used to hedge MSR and ex
interest.

ons

or
Less

Deferred compensation assets are meas
at fair value with changes in fair value

\feldations of applicable deferred
compensation assets are based on quqg

recognized in current earnings.

ted

prices in active markets.
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In first quarter 2008, FHN recognized a lower oftcor market reduction in value of $36.2 milliom fts warehouse of trust
preferred securities, which was classified witlendl 3 for Loans held for sale. The determinatibastimated market value for t
warehouse was based on a hypothetical securitica@asaction for the warehouse as a whole. FH observable data relatec
prior securitization transactions as well as changeredit spreads in the CDO market since thet neagnt transaction. FHN also
incorporated significant internally developed asptiams within its valuation of the warehouse, intihg estimated prepayments
and estimated defaults. In accordance with SFASING, FHN excluded transaction costs relatededifpothetical securitization
in determining fair value.

In the second quarter 2008, FHN designated it$ pnegerred warehouse as held to maturity. Inwoction with the transfer of
these loans to held to maturity status, FHN peréatra lower of cost or market analysis on the dhateasfer. This analysis was
based on the pricing of market transactions invgh\s8ecurities similar to those held in the trustffgmred warehouse with
consideration given, as applicable, to any diffeemnin characteristics of the market transactimedding issuer credit quality,
call features and term. As a result of the lowfezast or market analysis, FHN determined thagiisting valuation of the trust
preferred warehouse was appropriate.

FHN also recognized a lower of cost or market rédndn value of $17.0 million relating to mortgagmrehouse loans during first
quarter 2008. Approximately $10.5 million is ditrtable to increased delinquencies or aging ofdodrhe market values for these
loans are estimated using historical sales pricethEse type loans, adjusted for incremental pareessions that a third party
investor is assumed to require due to tighteniegitmarkets and deteriorating housing prices. s€lessumptions are based on
published information about actual and projecte@rifgrations in the housing market as well as ckarig credit spreads. The
remaining reduction in value of $6.5 million isrédttitable to lower investor prices, due primariycredit spread widening. This
reduction was calculated by comparing the totalvfalue of loans (using the same methodology thased for fair value option
loans) to carrying value for the aggregate popuotatif loans that was not delinquent or aged.

FHN also recognized a lower of cost or market réédndn value of $8.3 million relating to mortgag@rehouse loans during the
second quarter of 2008. Approximately $7.1 millis@ttributable to increased repurchases andgledincies or aging of
warehouse loans; the remaining reduction in vadutributable to lower investor prices, due pritgao credit spread widening.
The market values for these loans are estimated hsstorical sales prices for these type loadgjsied for incremental price
concessions that a third party investor is assuimeelquire due to tightening credit markets anedetating housing prices. These
assumptions are based on published informationtadmiual and projected deteriorations in the hausirarket as well as changes
in credit spreads.

FHN also recognized a lower of cost or market rédndn value of $1.3 million relating to mortgag&rehouse loans during third
guarter of 2008. This was primarily attributalddricreased repurchases and delinquencies of waseHoans with some reducti
in value attributable to lower investor prices, guienarily to credit spread widening. The markalues for these loans were
estimated using historical sales prices for sintifae loans, adjusted for incremental price corioesghat a third party investor is
assumed to require due to tightening credit mar&etsdeteriorating housing prices. These assumgpti@re based on published
information about actual and projected deterioretim the housing market as well as changes iritgprkads.

ACCOUNTING CHANGES

In September 2008, the FASB issued FASB Staff Posilo. FAS 133-1 and FIN 45-4, “Disclosures abOutdit Derivatives and
Certain Guarantees: An Amendment of FASB StatementL33 and FASB Interpretation No. 45; and Cleafion of the Effective
Date of FASB Statement No. 161" (FSP FAS 133-13PFAS 133-1 requires sellers of credit derivataed similar guarantee
contracts to make disclosures regarding the natiems, fair value, potential losses and recourseipions for those contracts. F
FAS 133-1 is effective for reporting periods endafter November 15, 2008. Since FHN is not a selfleredit derivatives or
similar financial guarantees, the effect of adap#8P FAS 133-1 will not be material to FHN.

In May 2008, the FASB issued Statement of Finandgalounting Standards No. 162, “The Hierarchy oh&rally Accepted
Accounting Principles” (SFAS No. 162). SFAS No2li@entifies the sources of accounting principled the framework for
selecting the principles used in the preparatiofinaincial statements of nongovernmental entities &re presented in conformity
with generally accepted accounting principles (GAAPthe United States. As the GAAP hierarchy welide in accounting
literature established by the FASB upon adoptioSAS No. 162, it will become explicitly and dirlgcapplicable to preparers of
financial statements. SFAS No. 162 is effectivad@9s following the SEC’s approval of the Publicnggany Accounting
Oversight Board’s amendments to AU Section 411 g*Meaning of Present Fairly in Conformity With Geadly Accepted
Accounting Principles”. The adoption of SFAS N62will have no effect on FHN's statement of coiuditor results of
operations.
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In March 2008, the FASB issued Statement of Fireretcounting Standards No. 161, “Disclosures aterivative Instruments
and Hedging Activities - an amendment of FASB Steget No. 133" (SFAS No. 161). SFAS No. 161 reqaigahanced
disclosures related to derivatives accounted facitordance with SFAS No. 133 and reconsidersiegigisclosure requirements
for such derivatives and any related hedging itefiifse disclosures provided in SFAS No. 161 willrequired for both interim and
annual reporting periods. SFAS No. 161 is effectivospectively for periods beginning after Novenit® 2008. FHN is
currently assessing the effects of adopting SFAS1€a.

In February 2008, FASB Staff Position No. FAS 140/ counting for Transfers of Financial Assets aeburchase Financing
Transactions” (FSP FAS 140-3), was issued. FSP FXB3 permits a transferor and transferee to séglgraccount for an initial
transfer of a financial asset and a related re@mselinancing that are entered into contemporaheuwiith, or in contemplation of,
one another if certain specified conditions are atehe inception of the transaction. FSP FAS 346quires that the two
transactions have a valid and distinct businegzonomic purpose for being entered into separataiythat the repurchase
financing not result in the initial transferor régag control over the previously transferred fineh asset. FSP FAS 140-3 is
effective prospectively for initial transfers exédi in reporting periods beginning on or after Nober 15, 2008. The effect of
adopting FSP FAS 140-3 will not be material to FHN.

In December 2007, the FASB issued Statement oneinbAccounting Standards No. 141-R, “Business Gioations” (SFAS No.
141-R) and Statement of Financial Accounting Stastel&lo. 160, “Noncontrolling Interests in ConsotetaFinancial Statements —
an Amendment of ARB No. 51” (SFAS No. 160). SFA&. 41-R requires that an acquirer recognize thetasicquired and
liabilities assumed in a business combination, el & any noncontrolling interest in the acquilgeheir fair values as of the
acquisition date, with limited exceptions. Additaly, SFAS No. 141-R provides that an acquiremcarspecify an effective date
for a business combination that is separate fraratiyuisition date. SFAS No. 141-R also provites acquisition-related costs
which an acquirer incurs should be expensed ipén®od in which the costs are incurred and theisesvare received. SFAS No.
160 requires that acquired assets and liabiliteembasured at full fair value without consideratmownership percentage. Under
SFAS No. 160, any non-controlling interests in aquiree should be presented as a separate compafreaquity rather than on a
mezzanine level. Additionally, SFAS No. 160 prasdhat net income or loss should be reportederctmsolidated income
statement at its consolidated amount, with disclsn the face of the consolidated income statewfeiie amount of consolidated
net income which is attributable to the parent aodcontrolling interests, respectively. SFAS Né1-R and SFAS No. 160 are
effective prospectively for periods beginning orafter December 15, 2008, with the exception oASHo. 160’s presentation
and disclosure requirements which should be retéisgely applied to all periods presented. FHNusently assessing the
financial impact of adopting SFAS No. 141-R and SH¥o. 160.

In June 2007, the American Institute of Certifiatbc Accountants (AICPA) issued Statement of Rosi07-1, “Clarification of
the Scope of the Audit and Accounting Guide InvesitrCompanies and Accounting by Parent Compani@&gnity Method
Investors for Investments in Investment Compan{80P 07-1), which provides guidance for determiniiggther an entity is
within the scope of the AICPA’s Investment Compar®ide. Additionally, SOP 07-1 provides certaitecia that must be met in
order for investment company accountagplied by a subsidiary or equity method investeleet retained in the financial stateme
of the parent company or an equity method inves&DP 07-1 also provides expanded disclosure remeints regarding the
retention of such investment company accountirtgénconsolidated financial statements. In May 260¥SB Staff Position No.
FIN 46(R)- 7, “Application of FASB InterpretationdN46(R) to Investment Companies” (FSP FIN 46(Ryv@} issued. FSP FIN
46(R)-7 amends FIN 46(R) to provide a permanengptkan to its scope for companies within the sooipie revised Investment
Companies Guide under SOP 07-1. In February 20@8;ASB issued FASB Staff Position No. SOP 07-TFhe Effective Date
of AICPA Statement of Position 07-1" which indefely defers the effective date of SOP 07-1 and FBP46(R)-7.
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Item 3. Quantitative and Qualitative Dasaires about Market Risk

The information called for by this item is containa (a) Management’s Discussion and Analysis aBRtial Condition and
Results of Operations included as Item 2 of Paftthis report at pages 35-66, (b) the sectiortledti'Risk Management —
Interest Rate Risk Management” of the Managemdissussion and Analysis of Results of Operatiors Binancial
Condition section of FHN’s 2007 Annual Report tas#holders, and (c) the “Interest Rate Risk Managefrsubsection of
Note 25 to the Consolidated Financial Statememisidted in FHMs 2007 Annual Report to shareholde

Item 4. Controls and Procedures

(a) Evaluation of Disclosure Controls and ProceslufeHN’s management, with the participation of Fsibhief executive
officer and chief financial officer, has evaluatbd effectiveness of the design and operation dfi'Bldisclosure controls and
procedures (as defined in Exchange Act Rule 13a)156 of the end of the period covered by thisteug report. Based on
that evaluation, the chief executive officer ante€financial officer have concluded that FHN'sa@sure controls and
procedures are effective to ensure that materfiafrimation relating to FHN and FHN'consolidated subsidiaries is made kn
to such officers by others within these entitiestipularly during the period this quarterly repais prepared, in order to allow
timely decisions regarding required disclosi

(b) Changes in Internal Control over Financial Répg. There have not been any changes in FHNé&al control over
financial reporting during FHN’s last fiscal quartbat have materially affected, or are reasonbkdjy to materially affect,
FHN'’s internal control over financial reportir

Item 4(T). _Controls and Procedures

Not applicable
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Part Il.
OTHER INFORMATION
Items 1, 3, 4,and 5

As of the end of the third quarter 2008, the answeitems 1, 3, 4, and 5 were either inapplicableegative, and therefore these
items are omitted.

Item 1A Risk Factors

The following paragraphs supplement the discusisidtem 1A of our annual report on Form KOfor the year ended December
2007, as amended and supplemented by Item 1A ofIRdrour quarterly report on Form 10-Q for theagter ended March 31,
2008, and June 30, 2008:

The following paragraph is added after the secardgraph under the heading “Operational Risks”:

For example, in 2008 we sold our national gege origination and servicing platforms. We retdisignificant servicing right
assets, however, and we continue to originate ragetgproducts in our regional banking markets inamodind Tennessee. Of
practical necessity, we have outsourced our seyiitinctions to the purchaser of our platforms, wedhave outsourced many key
roles in the Tennessee-based mortgage originatmeps to a third party. Managing the operatioz@hpliance, reputational,
liability, and other risks associated with thisdewef outsourcing in those business areas is aningghallenge for us.

The following paragraph is added after the thirchgeaph under the heading “Regulatory and Lega{sRis

In 2008 the U.S. Congress enacted the Emeydgecanomic Stabilization Act of 2008, sometimeswnas EESA. Under
authority of EESA the U.S. Department of the Trep$as initiated a Capital Purchase Program, sonestireferred to as the CPP,
which will be implemented in conjunction with the3J banking regulators. Under the CPP, the Treasould purchase preferred
stock from approved financial institutions upormtsrand conditions set by the Treasury. Participatiche CPP would subject an
institution to restrictions on its ability to pagsh dividends to common shareholders, purchase corshares, and compensate
senior executives, among many other things, anddigive the Treasury a fixed-price common stockchase warrant. At the
time this Report is filed we have received preliaminapproval to participate in the CPP upon thea3uey’s standard terms. The
Treasury has publicly discussed other actions uUB&SA that also would directly affect financialfitgtions, including a program
to guarantee certain debt issued by institutiomsaaprogram to purchase so-called troubled as$étstdutions. EESA and its
programs are broad, large, and untested. Impatamts of the CPP have been published but detaits hat, and key terms of the
other programs are unclear at this time. Theserpnog create risks that did not exist previously.ofm others, those risks
include: whether participation in any of thesegueons will expose us to intrusive, expensive, amterproductive government
mandates or restrictions; whether failure to pardite, especially if many competitors do partiogatill put us in a
disadvantageous position; and, whether the progeemaswhole will have significant unintended orxpexted effects on the
financial services industry as a whole, or uporiaieg companies in particular.

Item 2 Unregistered Sales of Equity Siesrand Use of Proceeds

(a) None
(b) Not applicable

(c) The Issuer Purchase of Equity Securities Tabladsrporated herein by reference to the table iredud Item 2 of
Part | — First Horizon National Corporation — Maeagent’s Discussion and Analysis of Financial Cdndiand Results
of Operations at page 5
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Item 6

Exhibits

(&) Exhibits.

*%

Exhibit No.

3.2

4

10.1(a)**

10.2(h)**

10.6(c)**

10.7(t)*

10.7(uy*

10.7(v)**

10.7(w)**
10.7(x)**

13

31(a)
31(b)
32(a)

32(b)

Description

Bylaws, as amended and restated July 15, 2008;pocated herein by reference to Exhibit 3.2 to the
Corporatior's Current Report on Forn-K filed July 17, 2008

Instruments defining the rights of security holdémsluding indentures.

Rate Applicable to Directors and Executive Officeireder the Directors and Executives Deferred
Compensation Plal

Amendments to certain Stock-Based Plans of Firsizdo National Corporation Relating to Capital
Adjustments

Firstpower Annual Bonus Plan, incorporated hergindference to Exhibit 10.1 to the Corporation’s
Current Report on Form-K filed August 21, 200€

Conformed copy of Retirement Agreement with Getal8aker
Conformed copy of Separation Agreement with Saraléyerrose dated August 12, 2008,
incorporated herein by reference to Exhibit 10.theCorporation’s Current Report on Form 8-K

filed August 14, 200¢

2008 annualized salary rate of Thomas C. Adamsndorporated herein by reference to Exhibit 10.2
to the Corporatic’s Current Report on Forn-K filed August 21, 2008

Description of special bonus paid to Elbert L. Themh.

2008 annualized salary rate of D. Bryan Jordanngéd effective September 1, 20

The “Risk Management-Interest Rate Risk Managem&uitsection of the Management’s Discussion
and Analysis section and the “Interest Rate Risk&ggment” subsection of Note 25 to the
Corporation’s consolidated financial statementstained, respectively, at pages 28-30 and pages
114-115 in the Corporation’s 2007 Annual Repoghareholders furnished to shareholders in
connection with the Annual Meeting of ShareholdersApril 15, 2008, and incorporated herein by
reference. Portions of the Annual Report not inocaed herein by reference are deemed not to be
“filed” with the Commission with this repo

Rule 13i14(a) Certifications of CEO (pursuant to Sectio2 80the Sarban-Oxley Act of 2002,
Rule 13«14(a) Certifications of CFO (pursuant to Sectio@ 80the Sarban-Oxley Act of 2002

18 USC 1350 Certifications of CEO (pursuant to Bac®06 of the Sarban-Oxley Act of 2002

18 USC 1350 Certifications of CFO (pursuant to Bac®06 of the Sarban-Oxley Act of 2002

The Corporation agrees to furnish copies of th&unsents, including indentures, defining the rightshe holders of the
long-term debt of the Corporation and its consaédasubsidiaries to the Securities and Exchangen@ssion upon

request

This is a management contract or compensatoryrplguired to be filed as an exhibit.
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In many agreements filed as exhibits, each partyemeepresentations and warranties to other paftiesse representations and
warranties are made only to and for the benefiho$e other parties in the context of a busineagract. Exceptions to such
representations and warranties may be partialfyllyr waived by such parties, or not enforced bgrsparties, in their discretion.
No such representation or warranty may be reliezhdyy any other person for any purpc
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdéiport to be signed on its
behalf by the undersigned thereunto duly authorized

FIRSTHORIZON NATIONAL CORPORATION
(Registran

DATE:November 6, 200 By: _/siThomas C. Adams, Jr.
Name: Thomas C. Adams, J
Title:  Executive Vice President and
Interim Chief Financial Officer
(Duly Authorized Officer and Principal Financial f@&r)

78




Exhibit No.

3.2

4

10.1(a)**

10.2(h)**

10.6(c)**

10.7(t)**

10.7(uy*

10.7(v)**

10.7(w)**
10.7(x)**

13

31(a)
31(b)
32(a)

32(b)

EXHIBIT INDEX

Description

Bylaws, as amended and restated July 15, 2008;pacated herein by reference to Exhibit 3.2 to the
Corporatior's Current Report on Forn-K filed July 17, 2008

Instruments defining the rights of security holgémsluding indentures.

Rate Applicable to Directors and Executive Officeirsder the Directors and Executives Deferred
Compensation Pla

Amendments to certain Stock-Based Plans of Firsizdo National Corporation Relating to Capital
Adjustments

Firstpower Annual Bonus Plan, incorporated hergindference to Exhibit 10.1 to the Corporation’s
Current Report on Form-K filed August 21, 200€

Conformed copy of Retirement Agreement with Getal8aker
Conformed copy of Separation Agreement with Saraléyerrose dated August 12, 2008,
incorporated herein by reference to Exhibit 10.theCorporation’s Current Report on Form 8-K

filed August 14, 200¢

2008 annualized salary rate of Thomas C. Adamsndorporated herein by reference to Exhibit 10.2
to the Corporatic’s Current Report on Forn-K filed August 21, 2008

Description of special bonus paid to Elbert L. Themh.

2008 annualized salary rate of D. Bryan Jordanngéd effective September 1, 20

The “Risk Management-Interest Rate Risk Managem&uitsection of the Management’s Discussion
and Analysis section and the “Interest Rate Risk&ggment” subsection of Note 25 to the
Corporation’s consolidated financial statementstaimed, respectively, at pages 28-30 and pages
114-115 in the Corporation’s 2007 Annual Repoghareholders furnished to shareholders in
connection with the Annual Meeting of ShareholdersApril 15, 2008, and incorporated herein by
reference. Portions of the Annual Report not inocaed herein by reference are deemed not to be
“filed” with the Commission with this repo

Rule 13i14(a) Certifications of CEO (pursuant to Sectio2 80the Sarban-Oxley Act of 2002
Rule 13i-14(a) Certifications of CFO (pursuant to Sectio@ 80the Sarban-Oxley Act of 2002

18 USC 1350 Certifications of CEO (pursuant to Bac®06 of the Sarban-Oxley Act of 2002

18 USC 1350 Certifications of CFO (pursuant to Bac®06 of the Sarban-Oxley Act of 2002

* The Corporation agrees to furnish copies of theunsents, including indentures, defining the rightshe holders of the
long-term debt of the Corporation and its consaédasubsidiaries to the Securities and Exchangen@ission upon

request

**  This is a management contract or compensatoryrplguired to be filed as an exhibit.

In many agreements filed as exhibits, each partyesmeepresentations and warranties to other paftiesse representations and
warranties are made only to and for the benefiho$e other parties in the context of a busineagract. Exceptions to such
representations and warranties may be partialfyllyr waived by such parties, or not enforced bgrsparties, in their discretion.
No such representation or warranty may be reliemhugy any other person for any purpc
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EXHIBIT 10.1(a)

RATE APPLICABLE TO
PARTICIPATING DIRECTORS AND EXECUTIVE OFFICERS UNDE R THE

DIRECTORS AND EXECUTIVES DEFERRED COMPENSATION PLAN

Effective for the 2009 plan year, the Board of bices and its Compensation Committee has approvegbglicable interest rate
the Directors and Executives Deferred Compensdian of 12.5%. That rate is a reduction from th&late in effect for 200
and applies prospectively to certain participaimsluding all participants who presently are dicestor executive officers of t
registrant. Rates generally are subject to annpadosval by the Committee, but generally remainffiea until changed. The ne
interest rate, within the context of the entirerPlaas been established at a level intended tagedwth retention and long+m
non-compete incentives.



Exhibit 10.2(h)
AMENDMENTS TO CERTAIN STOCK-BASED PLANS OF
FIRST HORIZON NATIONAL CORPORATION
RELATED TO CAPITAL ADJUSTMENTS

Approved by the Board of Directors October 20, 2008

2003 Equity Compensation Plan

1. The final sentence of Section 4(B) of t6@2 Equity Compensation Plan, relating to the elation of fractional shares,
hereby is deleted and replaced with the followiegtences, which shall read as follows:

“After any adjustment made pursuant to this panalgrghe number of Shares subject to each outstgridirard may be
rounded up, down, or up or down, to the nearestevhomber of shares or to the nearest fractionwliale share specified by
the Committee, all as the Committee may determio® time to time. The Committee may approve diff¢r@unding
methods for different Award types and for differémtard tranches or sizes within any single typetvitnstanding any other
provision of this paragraph, in the case of anglsttividend paid or payable at a rate of 10% os:les

@

(i)

(i)

The Company shall void, cancel, and negate an twium of any Option or Stock Appreciation Rightsligctively,
any “Leveraged Award”) which otherwise would ocesrprovided above in connection with such dividehere
the Committee determines in good faith that thesgmeeconomic value of such adjustment for thaetayed Awar
is nominal, as provided in (ii) below, measuredgthe last full day of trading before the ex-payrneate related to
that dividend (th¢“dividend dat”).

The present economic value of an adjustment ofticpkar Leveraged Award for a particular divideischominal if
any of the following is true: (a) such presentremroic value of such adjustment is less than $0et(Share covered
by the Award; or (b) for a Leveraged Award thamdg a deferral Option, the option or base priceSiare of the
Leveraged Award is more than 2.5 times the pres@mket price of a Share, measured as the averagi@glprice o
a Share over the ten trading day period endedditlidend date; or (c) for a Leveraged Award that deferral
Option, the option price is more than 3.0 timesphesent market price of a Share, measured avénage closing
price of a Share over the ten trading day periatedron the dividend date. A deferral Option is gti@ granted in
lieu of salary or bonus deferred under any pagresent deferral program of the Compe

The Committee in its discretion may determine tmlyoancel, and negate an adjustment of any Leeeragvard
which otherwise would occur as provided above wileeeCommittee determines in good faith that thesent
economic value of such adjustment exceeds a nomimaunt if, and only if, the Committee approvesghent of an
adjustment Award, under an appropriate compensatamor otherwise, which the Committee determinegood
faith to have a present economic value substangajlial to the value that such foregone adjustwentd have
provided.




(iv)  An adjustment Award granted under (iii) need nobbthe same type as the Leveraged Award whichneas
adjusted, may be combined with other adjustmenta@dsvaelated to other Leveraged Awards under thas Bt other
options under other plans of the Company, and leathade regardless of the eligibility status at time of the
holder of the related Leveraged Award to receiws award grants

(v) The Committee may delegate to the executive offifééhe Company in charge of human resources éajatbk of
establishing and implementing an appropriate vadnahethod or methods, within parameters approyetthé
Committee, and (b) the task of making grants ofisttiient Awards to the extent that the Committeeams the
making of such grants in lieu of making adjustmemd specifies the award type(s) and other apmtgpparameters
for such grants

vi) (a) If the Committee expects that stock dividends atrdte of 10% or less may be declared more oftem th
once per year, the actual grant of adjustment Asvardler (iii) may be delayed and granted on a
cumulative basis in arrears, provided that the tggpéan adjustment Award may not be delayed maae th
four quarterly Committee meeting

(b) The Committee may make separate adjustment Awardsath dividend and/or each applicable Lever:
Award, or may combine adjustment values into alsiagjustment Award or a single package of
adjustment Awards

(c) If the grant of an adjustment Award is delayed emahulated as provided in (vi)(a), the present endno
value of such adjustment Award shall be measured aglate or range of dates chosen by the Conenitte
which is not more than twenty trading days befbredrant date, while the present economic valieaoh
foregone adjustment shall continue to be measws@d @ach relevant dividend da

(d) An adjustment Award that is delayed as providegri){a) shall be granted regardless of the eligipil
status at that time of the holder of the relatedecaged Award, but shall not be granted to thergxtet,
at the time of grant, the related Leveraged Awansl theen forfeited or has otherwise terminated witho
having been exercis¢’




2000 Employee Stock Option Plan

1997 Employee Stock Option Plan

1995 Employee Stock Option Plan

1990 Employee Stock Option Plan

1984 Stock Option Plan

2000 Non-Employee Directors’ Deferred CompensatioStock Option Plan
Non-Employee Directors’ Deferred Compensation Stock Option Plan [adopted i1995 and amended and restate
October 22, 1997]

2002 Bank Director and Advisory Board Member Deferal Plan

Bank Director and Advisory Board Member Deferral Plan [originally approved 1996]

Bank Advisory Director Deferral Plan [originally effective 1992]

2. The second sentence of Section 13 of ebitte @000 Employee Stock Option Plan, the 1997 leyge Stock Option Plan,
and the 1995 Employee Stock Option Plan, the sesentknce of Section 14 of each of the 1990 Empl&teck Option Plan and
the 1984 Stock Option Plan, the second senten8edtfon 5(b) of each of the 2000 Non-Employee Diet Deferred
Compensation Stock Option Plan and the Non-Empl®jesctors’ Deferred Compensation Stock Option Plan [adoptek®8b an
amended and restated October 22, 1997], and tbadeentence of Section 9 of each of the 2002 Bardctor and Advisory
Board Member Deferral Plan, the Bank Director antVidory Board Member Deferral Plan [originally apped 1996], and the
Bank Advisory Director Deferral Plan [originallyfettive 1992], in each case relating to the elitioraof fractional shares, in e¢
case hereby is deleted and replaced with the fatipwentences, which shall read as follows:

“After any adjustment made pursuant to this Sectibe@ number of shares subject to each outstarogitign may be rounded
up, down, or up or down, to the nearest whole nurobshares or to the nearest fraction of a whbre specified by the
Committee, all as the Committee may determine ftiome to time. The Committee may approve differentnding methods
for different tranches of options or for optionsdifferent sizes within any single tranche.”

3. New sentences shall be added at the eSedaifon 13 of each of the 2000 Employee Stock @fi@an, the 1997 Employee
Stock Option Plan, and the 1995 Employee Stockddilan, at the end of Section 14 of each of tf89 mployee Stock Option
Plan and the 1984 Stock Option Plan, at the er&keofion 5(b) of each of the 2000 Non-Employee Diest Deferred
Compensation Stock Option Plan and the Non-Empl®jesctors’ Deferred Compensation Stock Option Plan [adoptek®8b an
amended and restated October 22, 1997], and anthef Section 9 of each of the 2002 Bank Direatat Advisory Board Memb
Deferral Plan, the Bank Director and Advisory Bostedmber Deferral Plan [originally approved 1996jddhe Bank Advisory
Director Deferral Plan [originally effective 1992fhich in each case shall read as follows:

“Notwithstanding any other provision of this Seatiin the case of any stock dividend paid or payalbla rate of 10% or less:
0] The Company shall void, cancel, and negate an magug of any option which otherwise would occupesvided
above in connection with such dividend where then@ittee determines in good faith that the preseahemic
value of such adjustment for that option is nomiaalprovided in (ii) below, measured as of thefiasday of
trading before the «payment date related to that dividend (“dividend dat”).
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(i)

(iii)

(iv)

v)

(Vi)

The present economic value of an adjustment ofticpkar option for a particular dividend is nomiifaany of the
following is true: (a) such present economic valfisuch adjustment is less than $0.10 per sharered by the
option; or (b) for an option that is not a defewption, the option price per share is more thértignes the present
market price of a share, measured as the averagi@glprice of a share over the ten trading daipgeanded on the
dividend date; or (c) for an option that is a defeoption, the option price is more than 3.0 tirttess present market
price of a share, measured as the average closoeyqd a share over the ten trading day periocedrah the
dividend date. A deferral option is an option geshin lieu of salary or bonus deferred under arst papresent
deferral program of the Compar

The Committee in its discretion may determine tmlyoancel, and negate an adjustment of any optluoh
otherwise would occur as provided above where tra@ittee determines in good faith that the presenhomic
value of such adjustment exceeds a nominal am@uartd only if, the Committee approves the grardarof
adjustment award, under an appropriate compensplégonor otherwise, which the Committee determinegood
faith to have a present economic value substangajlial to the value that such foregone adjustwentd have
provided.

An adjustment award granted under (iii) need ncatbeption, may be combined with other adjustmersres
related to other options or awards under this Btasther plans of the Company, and shall be maglerdéess of the
eligibility status at that time of the holder o&trelated option to receive new award gra

The Committee may delegate to the executive offifehe Company in charge of human resources édask of
establishing and implementing an appropriate vadnahethod or methods, within parameters approyetthé
Committee, and (b) the task of making grants ofisttiient awards to the extent that the Committeecapp the
making of such grants in lieu of making adjustmemtd specifies the award type(s) and other apmtgpparameters
for such grants

(@ If the Committee expects that stock dividends atrdte of 10% or less may be declared more oftem th
once per year, the actual grant of adjustment asuander (iii) may be delayed and granted on a cative
basis in arrears, provided that the grant of ansidjent award may not be delayed more than foutenly
Committee meeting:

(b) The Committee may make separate adjustment awarésach dividend and/or each applicable option, or
may combine adjustment values into a single adjeistraward or a single package of adjustment aw

(c) If the grant of an adjustment award is delayed@andulated as provided in (vi)(a), the present entdno
value of such adjustment award shall be measurefiasdate or range of dates chosen by the Conenitte
which is not more than twenty trading days befbieegdrant date, while the present economic valieaoh
foregone adjustment shall continue to be measws@d @ach relevant dividend da
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(d) An adjustment award that is delayed as providggi)(a) shall be granted regardless of the eligibil
status at that time of the holder of the relatetibop but shall not be granted to the extent thathe time
of grant, the related option has been forfeitetlaw otherwise terminated without having been eged”

1992 Restricted Stock Incentive Plan

4.  The final sentence of Section 11 of the2lB@stricted Stock Incentive Plan, relating toghmination of fractional shares,
hereby is deleted and replaced with the followiegtences, which shall read as follows:

“After any adjustment made pursuant to this Sectilbe@ number of shares subject to each outstaradiagd may be rounded
up, down, or up or down, to the nearest whole nurobehares or to the nearest fraction of a whble specified by the
Committee, all as the Committee may determine ftiome to time. The Committee may approve differentnding methods
for different tranches of awards and for differsizes of awards within any single tranche.

5.  The foregoing amendments shall be effed¢tivaediately as to all awards presently outstandingranted in the future under
the amended plans, and as to all stock dividendsudel by the Board of Directors in 2008 or lateans.
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EXHIBIT 10.7(t)
GERALD L. BAKER

RETIREMENT AGREEMENT

This Agreement is made by and betweeral@d.. Baker ("Mr. Baker" or "you") and First Harn National Corporation,
predecessors, successors, assigns, subsidiariesitgaaffiliates, and their respective directaficers, employees and age
attorneys and representatives, both past, presefutture ("the Company"). This arrangement is i&tkein recognition of your yee
of service with the Company and is accompanied tighCompany's hope that it will assist you durihg transition period th
follows.

You acknowledge that you have had mbam 21 days to evaluate this Agreement. After sigithis Agreement, you ha
seven days during which you may revoke your degisio

The elements of the retirement agreement are these:
1. Agreement:

Your signature at the conclusion of thi€ument represents your knowing and voluntargptance of this Agreement. Y
acknowledge that you have not been pressured inwayyto sign this Agreement and that you have eteecit of your own fre
will. This Agreement should be returned to Kenrigthitoms, 300 Court Avenue, Sixth Floor, Memphisniiessee 38103, after )
have fully executed it. By its execution of thigr&ement, the Company acknowledges and confirmgtthappropriate committ
of its Board of Directors or other administrativedly has approved of your normal retirement as afeld@er 31, 2008 for purpo:
of applying the benefits you are otherwise entitliedinder applicable plans (including those refeeehin Sections 2 and 6 of t
Agreement) and that nothing herein shall be coms@lén a manner which adversely affects any besyafit the amount thereof,
which you are or may otherwise be entitled undgtiegble plans.

2. Consideration:

In consideration of your release ad@eh below and your retirement on December 31,8280 Company will provide yt
with the following. You acknowledge that you are mtherwise entitled to the consideration listedhis Section. In the event
your death prior to the payment of any of the ant®wet forth in this Section, your entitlement twls consideration will not |
adversely affected and any payments for which &tieary has not already been designated will bid fmayour estate.

0] Restricted Stock

36,797 shares of restricted stock will vest on yoetirement date of December 31, 2008. Shares lw
withheld for taxes unless prohibited by plan reguients.
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(i) 2008 Performance Restricted Stockirgr

The 115,000 shares of performance restricted sgoakted in February, 2008 will vest on anpmorated basis followir
your retirement, but only if the earnings per shpeeformance target previously established by then@nsation Committee
achieved during the performance period.

3. Confidentiality and Non-Disclosure:

In order to protect the legitimate iet&s of the Company, and its subsidiaries, youeatirat you will not disclose to oth
at any time in the future, whether directly or mdily, any information relating to the Companyissipess plans or ott
confidential business information and/or trade stscof the Company which you received or to whioh were given access dur
your employment with the Compangrovided, however, the obligations set forth in this sentence will ie@pon December 3
2010. If such information is required to be proeidy law, court order or governmental authorityy ynust promptly notify tr
Company of that obligation. You may not producealisclose any such information until the Company (& requested protect
from the court or other legal or governmental atitiiassuing the process and the request has bewiedl or pending action on °
request you subsequently have been ordered to geaztudisclose such information, (b) consentedritinvg to such production
disclosure, or (c) taken no action to protectiitgiiest within ten (10) business days (or suchtshgeriod required by order o
court or other legal or governmental authoritypafeceipt of your notice.

If any part of this Agreement is knowlingiolated by you in any material respect, thew yall be responsible for repaym
of all sums paid to you pursuant to paragraph thisfagreement, in addition to all enforcement €astluding, but not limited -
reasonable attorney's fees.

4, Release and Waiver:

In consideration for the payments andklfies described in paragraph 2 above, and othed god valuable consideration,
receipt of which you acknowledge by your signataréhe space provided below, but subject to thevipions of paragraph 6 of t
Agreement, you do, for yourself, your heirs, pesampresentatives, agents and assigns, fully,latetp and unconditional
release, acquit and forever discharge the Compamy,any and all of its predecessors, successaiginas subsidiaries, paret
affiliates, and their respective directors, offs;eemployees and agents, attorneys and represestabioth past, present, or futi
from any and all claims, losses, demands, liaeditcauses of action, fees (including attorneys)fecompensation, back pay an
front pay, employment or remployment and any other benefits, obligation ability of any kind, known or unknown, whet|
heretofore asserted or unasserted, including buiimited to all causes of action arising out of inrany way related to yo
employment by the Company, or your separation, drearising out of or related to Title VII of thev@ Rights Act of 1964, ¢
amended ("Title VII"); the Civil Rights Act of 1991he Sarbane®xley Act; the Americans with Disabilities Act 0990; the Ag
Discrimination in Employment Act of 1967, as amethd@éhe "ADEA"), the Family and Medical Leave AC¢FMLA"), the Fai
Labor Standards Act ("FLSA"), the Tennessee Hum&ghtR® Act, Tennessee Code Annotated section 4l-et seq, ar
Tennessee Code Annotated 8HIB (Employment of the Handicapped), and any ofib@eral or state, local, or city statute, c
ordinance, rule, regulation, or common law govegnirtontrolling or otherwise dealing with employmem@mploymer
discrimination or equal employment opportunity, mnpdoyment compensation, employment terminatiomtberwise all causes
action occurring from the beginning of time to ttege of this Agreement.

Page 2 of ¢




Notwithstanding the foregoing or anything to thenttary contained in this Agreement, nothing heigiintended to affe
any obligation the Company may have to indemnify,ylwold you harmless or advance to you or pay esgeim accordance w
the Companys Bylaws or any individual indemnity agreement ace at the time of this Agreement, and it is adrat nothing i
this Agreement will be construed as a waiver by gbany such rights.

5. Acknowledgment of OWBPA Compliance:

Because this Agreement includes a releasl waiver as to claims under the Age Discrinmdmain Employment Act, you
signature below acknowledges that it complies it Older Workers Benefit Protection Act ("OWBPAS) 1990 and furthe
acknowledges that you confirm, understand and agrége terms and conditions of this Agreementt thase terms are written
lay persons terms, and that you have been fullysadvof your right to seek the advice of an attprrees well as tax advisors
review this Agreement. You acknowledge receivinglass than twenty one (21) calendar days in wtaatonsider this Agreeme
to ensure that your execution of this Agreemernigwing and voluntary. In signing below, you expigsacknowledge that y:
have been afforded at least tweotye (21) days to consider this Agreement and tbat gxecution of same is with full knowlec
of the consequences thereof and is of your own viride By signing on the date below, if less thamehty-one (21) days, yc
voluntarily elect to forgo waiting twentgne (21) full days. You agree that any change, ri@hter immaterial, to the terms of tl
Agreement does not restart the running of the tyvene (21) day period.

6. Other Benefits:

Your right to benefits under all othdans of the Company is not affected by your sigreata this Agreement. This incluc
your qualified pension benefit, Pension Restoraftem benefit, 401k benefit, executive survivor éfin postretirement medic
benefits and any deferred compensation arrangem¥iotsr first nongualified pension benefit will begin on the firshypperioc
beginning 6 months following your retirement dateu will be eligible for an annual bonus for theO80plan year in the sat
amount that you would have received if you hadnetited. You will also be eligible for a prata payment of the Performai
Stock Units (PSUs) that you received in 2007, dithe same time that other participants in the péeeive their payments. Y
will continue to be eligible for financial counsgdj through the end of 2009 and tax preparatioriifer2009 tax year. As provid
under the plan, your management stock optionsexijtire the earlier of the original expiration datethe third anniversary of yc
retirement date. Deferral stock options will egpthe earlier of the original expiration date oe tlith anniversary of yoi
retirement date.
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Non-Competition, Non-Solicitation, NoiDisparagement and Non-Interference

For a period of two (2) years following the termtina of your employment with the Company, you agies:

A.

Non-Competition: You will not directly or indirectly engage as awner, employer, employee, direc
principal agent or otherwise, with any company geghin a similar line of business in competitiorthathe
Company

Non-Solicitation: You will not, without the express written apprbe&the Company, directly or indirectly,
behalf of yourself or for others, solicit or corttéic any manner (with the intent of providing argndce o
product competitive with any service or product ethis provided at the time of such contact by tieenfany
any customer of the Company with whom you had dctoatact while employed by the Compa
Non-Disparagement The Company and you jointly agree that neithrparticipate in, assist in, nor
encourage any activity or efforts to damage théness or personal reputations of the other, antdngigher will
attempt to adversely affect the other’s relatiopshiith employees, customers, business partneather
individuals or entities

Non-Interference: You will not directly or indirectly induce or eaurage

(i) any employee or contractor of the Company &véehis/her position to seek employment or assoaciatith
any person or entity other than the Company

(ii) any dealer, supplier or customer of the Compmmaodify or terminate any relationship, whetbenot
evidenced by a written contract, with the Comp:

You acknowledge and agree that the restrictionsfah in paragraph 7 hereof are reasonable anéssacy for th

protection of Company business and goodwill. YouHer agree that if you breach or threaten todiremy of your obligations
this Agreement, the Company in addition to any othenedies available to it under the law may obsqiecific performance and
injunctive relief against you to prevent such conéd or threatened breach. You also acknowleddeagree that the Compe
shall be reimbursed by you for all attornefeg2s and costs incurred by it in enforcing anyt®fight or remedies under this sec
or any other provision of the Agreement.
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8. Right of Revocation:

Your signature also acknowledges thratampliance with the OWBPA mentioned above, yauehbeen fully advised
the Company of your right to revoke and nullifysihelease and Agreement, which right must be esexldf at all, within seven (
days of the date of your signature. Any revocatibthis agreement must be in writing, addressederst Tennessee Bank, attent
John Daniel, Employee Services Division, 300 CAwenue, Sixth Floor, Memphis, Tennessee 38103. Chmpany must t
notified within the foregoing seven day period. §hgreement will not become effective or enforoeahitil the expiration of tt
seven day period. In the event the company etererger or other change-@ntrol agreement after you sign this release
Agreement, you will not be eligible for change-iortrol severance benefits under your current chamgentrol agreement.

9. Return of Documents:

By your signature, you acknowledge aodficm that you will return to the Company any aibddocuments belonging to
as well as any other property which belongs tar that no such documents or materials or propeltype retained by you.

10. Binding Effect:

Upon your signing this Agreement, anetrathe expiration of seven (7) days, it will be@gffective and is binding up
you and the Company and their respective succesassgns, heirs and personal representatives discgussed in paragrap
above.

11. Severability:

A finding that any provision of this Aggment is void or unenforceable shall not affeetuhlidity or enforceability of ar
other provisions of this Agreement.

12. Drafting:

This Agreement is a product of negatiasi between the parties and in construing the piansg of this Agreement,
inference or presumption shall be drawn againkeejparty on the basis of which party or theirgtys drafted this Agreement.

13. Captions:
The captions to the various paragrapiki® Agreement are for convenience only and atepart of this Agreement.
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14. Sole Agreement:

By your signature, you also confirm this only consideration for your signing this Agremt are the terms set forth wit
it, and that no other promise or agreement of anyg kas been made to you by the Company or anyotirgaby, for, or on it
behalf.

YOU ALSO AFFIRM THAT YOU HAVE BEEN FREETO DISCUSS THIS MATTER PRIVATELY ANI
THOROUGHLY WITH A FINANCIAL COUNSELOR AND AN ATTORNEY OF YOUR CHOICE AND THAT YOU FULLY
UNDERSTAND THE MEANING AND INTENT OF THIS AGREEMENTINCLUDING, BUT NOT LIMITED TO, ITS FINAL
AND BINDING EFFECT.

This Agreement covers in detail each amdry element of the retirement agreement agreeh between you and 1
Company. Your signature in the space provided belilixconfirm that you have had an unhurried oppaity to carefully read ar
review this Agreement and seek advice with resfeits content, and that you fully understand iesaming in all respects.

This Agreement may be enforced by théigmin any state or federal court of competenisgliction.

This Agreement is signed in duplicatigioals at First Tennessee Bank in Memphis, Tereeess

| HAVE READ THE FOREGOING AGREEMENT, HAVE HAD A REBONABLE AND ADEQUATE OPPORTUNITY T(
REVIEW IT, AND FULLY UNDERSTAND AND VOLUNTARILY SIGN THE SAME.

/s/Gerald L. Baker July 31, 2008
Gerald L. Baker Date

Witnessed by:

/s/ Pam Bramuchi

My Commission Expires: January 10, 2012
Notary of the State of Tenness

[text of notary seal set forth below]
PAM BRAMUCHI

First Horizon National Corporation STATE OF TENNESSEE NOTARY PUBLIC
SHELBY COUNTY
By: /s/ John Daniel 8-1-2008
John Daniel Date

Executive Vice President and
Human Resources Manag

Page 6 of ¢







EXHIBIT 10.7(w

On July 14, 2008, the company determined to pagrElb. Thomas, Jr., a retired executive officeth®d company who was nan
as such in the comparsy2008 proxy statement, $25,000 for consulting wdtk Thomas performed that consulting work for
company in connection with the previously-announceatract to sell a substantial portion of the camgs mortgage business. !
Thomas ceased to be an executive officer of thepaom in early 2007, and retired as an officer amgleyee in early 2008. Pri
to his retirement in 2008, one of Mr. Thomas’ dsitiad been related to the mortgage business ttarsac

This compensation was reported on the company’se@uReport on Form 8-K filed July 17, 2008.



EXHIBIT 10.7(x

2008 ANNUALIZED SALARY RATE OF
D. BRYAN JORDAN

Effective September 1, 2008, the annualized saktey/for 2008 of D. Bryan Jordan was changed t@£8m.

This change was effected in conjunction with Mrdam’'s promotion to President and Chief Executive Offiedfective the san
date, and was reported in the company’s CurrenbRepm Form 8-K filed July 17, 2008.



Exhibit 31(a

FIRST HORIZON NATIONAL CORPORATION
RULE 13a — 14(a) CERTIFICATIONS OF CEO
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002
(QUARTERLY REPORT)

CERTIFICATIONS

I, D. Bryan Jordan, President and Chief Executiffic€r of First Horizon National Corporation, céytthat:

1.

2.

| have reviewed this quarterly report on Forn-Q of First Horizon National Corporatio

Based on my knowledge, this report does not cortaynuntrue statement of a material fact or omgtéde a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading
with respect to the period covered by this ref

Based on my knowledge, the financial statement$ adimer financial information included in this repdairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods
presented in this repo

The registrant's other certifying officer and | asponsible for establishing and maintaining disate controls and
procedures (as defined in Exchange Act Rules 13a)Hnd 15d-15(e)) and internal control over finaheporting (as
defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures tesigned
under our supervision, to ensure that materiakmégion relating to the registrant, including itssolidated
subsidiaries, is made known to us by others withase entities, particularly during the period inigh this report
is being preparec

b) Designed such internal control over financial réipgr; or caused such internal control over finah@aorting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financegorting and
the preparation of financial statements for extiepoaposes in accordance with generally accepteduatting
principles;

C) Evaluated the effectiveness of the registrantaaisire controls and procedures and presentedsimeiport our
conclusions about the effectiveness of the dise®santrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

d) Disclosed in this report any change in the regmsanternal control over financial reporting tloaturred during
the registrant's most recent fiscal quarter (tigésteant's fourth fiscal quarter in the case ofianual report) that h
materially affected, or is reasonably likely to erélly affect, the registrant's internal contrgko financial
reporting; anc

The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorterhal control over
financial reporting, to the registrant's auditonsl #he audit committee of the registrant's boardir@ctors (or persons
performing the equivalent function:

a) All significant deficiencies and material weaknessethe design or operation of internal contraéiofinancial
reporting which are reasonably likely to adversafect the registrant's ability to record, processnmarize and
report financial information; an

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéstn the
registrant's internal control over financial rejrogt

Date: November 6, 20(

[s/ D. Bryan Jorda
D. Bryan Jordat
President and Chief Executive Offic



Exhibit 31(b

FIRST HORIZON NATIONAL CORPORATION
RULE 13a — 14(a) CERTIFICATIONS OF CFO
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002
(QUARTERLY REPORT)

CERTIFICATIONS

I, Thomas C. Adams, Jr., Executive Vice Presidadtlaterim Chief Financial Officer of First Horizdwational Corporation,
certify that:

1. I have reviewed this quarterly report on Forn-Q of First Horizon National Corporatio

2. Based on my knowledge, this report does not cortajnuntrue statement of a material fact or omgtéde a material fa
necessary to make the statements made, in ligheafircumstances under which such statementswade, not
misleading with respect to the period covered ly tbport;

3. Based on my knowledge, the financial statement$ adimer financial information included in this repdairly present in
all material respects the financial condition, Hessaf operations and cash flows of the registeenof, and for, the periods
presented in this repol

4. The registrant's other certifying officer and | a@eponsible for establishing and maintaining disgte controls and
procedures (as defined in Exchange Act Rules 13a)}Hnd 15d-15(e)) and internal control over finaheporting (as
defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduresused such disclosure controls and procedures tesigned
under our supervision, to ensure that materiakmégion relating to the registrant, including itssolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihigh this report
is being preparec

b) Designed such internal control over financial réipgr; or caused such internal control over finah@aorting to be
designed under our supervision, to provide readeredsurance regarding the reliability of financegorting and
the preparation of financial statements for extiepoaposes in accordance with generally accepteduatting
principles;

C) Evaluated the effectiveness of the registrantslalisire controls and procedures and presentedsimetport our
conclusions about the effectiveness of the dise®santrols and procedures, as of the end of thegeovered by
this report based on such evaluation;

d) Disclosed in this report any change in the regmtsanternal control over financial reporting tleaturred during
the registrant's most recent fiscal quarter (tigésteant's fourth fiscal quarter in the case ofianual report) that h
materially affected, or is reasonably likely to erélly affect, the registrant's internal contrgko financial
reporting; anc

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiorterhal control over
financial reporting, to the registrant's auditonsl #he audit committee of the registrant's boardii@ctors (or persons
performing the equivalent function:

a) All significant deficiencies and material weaknessethe design or operation of internal contraéiofinancial
reporting which are reasonably likely to adversafect the registrant's ability to record, processnmarize and
report financial information; an

b) Any fraud, whether or not material, that involveamagement or other employees who have a significémtn the
registrant's internal control over financial rejrogt
Date: November 6, 20(
Is/ Thomas C. Adams, .

Thomas C. Adams, Jr.
Executive Vice President and Interim Chief FinahCificer




Exhibit 32(a

CERTIFICATION OF PERIODIC REPORT
18 USC 1350 CERTIFICATIONS OF CEO
Pursuant to Section 906 of the Sarbanes-Oxley Acf 2002,
As Codified at 18 U.S.C. Section 1350

I, the undersigned D. Bryan Jordan, President amdf@&xecutive Officer of First Horizon National Gmration (“Corporationy,
hereby certify, pursuant to Section 906 of the Saes-Oxley Act of 2002, 18 U.S.C. Section 135GpHsws:

1. The Corporation’s Quarterly Report on Form 10-Q foe quarter ended September 30, 2008, (the “Rgpfuiy
complies with the requirements of Section 13(a)%(d) of the Securities Exchange Act of 19

2. The information contained in the Report fairly gets, in all material respects, the financial ctadiand results «

operations of the Corporatio

Dated: November 6, 2008

/sl D. Bryan Jordan
D. Bryan Jordan
President and Chief Executive Offic



Exhibit 32(b

CERTIFICATION OF PERIODIC REPORT
18 USC 1350 CERTIFICATIONS OF CFO
Pursuant to Section 906 of the Sarbanes-Oxley Acf 2002,
As Codified at 18 U.S.C. Section 1350

I, the undersigned Thomas C. Adams, Jr., Execitice President and Interim Chief Financial OffiadrFirst Horizon Nation:
Corporation (“Corporation”), hereby certify, purstidao Section 906 of the Sarbar@sgley Act of 2002, 18 U.S.C. Section 135C
follows:

1. The Corporation’s Quarterly Report on Form 10-Q foe quarter ended September 30, 2008, (the “Rgpfuiy
complies with the requirements of Section 13(a)%(d) of the Securities Exchange Act of 19

2. The information contained in the Report fairly grets, in all material respects, the financial ctadiand results «
operations of the Corporatic

Dated: November 6, 2008

/s/ Thomas C. Adams, Jr.
Thomas C. Adams, Jr.
Executive Vice President and Interim Chief Finah€itficer




