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This filing, which includes communications sent to employees of The Toronto-Dominion Bank and/or TD Bank,
America s Most Convenient Bank on July 7, 2010, may contain forward-looking statements within the meaning of the
Private Securities Litigation Reform Act of 1995 and comparable safe harbour provisions of applicable Canadian
legislation, including, but not limited to, statements relating to anticipated financial and operating results, the
companies plans, objectives, expectations and intentions, cost savings and other statements, including words such as

anticipate, believe, plan, estimate, expect, intend, will, should, may, and other similar expressions. S
based upon the current beliefs and expectations of our management and involve a number of significant risks and
uncertainties. Actual results may differ materially from the results anticipated in these forward-looking statements.
The following factors, among others, could cause or contribute to such material differences: the ability to obtain the
approval of the transaction by The South Financial Group, Inc. shareholders; the ability to realize the expected
synergies resulting from the transaction in the amounts or in the timeframe anticipated; the ability to integrate The
South Financial Group, Inc. s businesses into those of The Toronto-Dominion Bank in a timely and cost-efficient
manner; and the ability to obtain governmental approvals of the transaction or to satisfy other conditions to the
transaction on the proposed terms and timeframe. Additional factors that could cause The Toronto-Dominion Bank s
and The South Financial Group, Inc. s results to differ materially from those described in the forward-looking
statements can be found in the 2009 Annual Report on Form 40-F for The Toronto-Dominion Bank and the 2009
Annual Report on Form 10-K of The South Financial Group, Inc. filed with the Securities and Exchange Commission
and available at the Securities and Exchange Commission s Internet site (http://www.sec.gov).

The proposed merger transaction involving The Toronto-Dominion Bank and The South Financial Group, Inc. will
be submitted to The South Financial Group, Inc. s shareholders for their consideration. The Toronto-Dominion Bank
and The South Financial Group, Inc. have filed with the SEC a Registration Statement on Form F-4 containing a
preliminary proxy statement/prospectus and each of the companies plans to file with the SEC other documents
regarding the proposed transaction. Shareholders are encouraged to read the preliminary proxy
statement/prospectus regarding the proposed transaction and the definitive proxy statement/prospectus when it
becomes available, as well as other documents filed with the SEC because they contain important information.
Shareholders may obtain a free copy of the preliminary proxy statement/prospectus, and will be able to obtain a free
copy of the definitive proxy statement/prospectus when it becomes available, as well as other filings containing
information about The Toronto-Dominion Bank and The South Financial Group, Inc., without charge, at the SEC s
Internet site (http://www.sec.gov). Copies of the definitive proxy statement/prospectus and the filings with the SEC
that will be incorporated by reference in the definitive proxy statement/prospectus can also be obtained, when
available, without charge, by directing a request to TD Bank Financial Group, 66 Wellington Street West, Toronto,
ON MS5K 1A2, Attention: Investor Relations, 1-866-756-8936, or to The South Financial Group, Inc., Investor
Relations, 104 South Main Street, Poinsett Plaza, 6th Floor, Greenville, South Carolina 29601, 1-888-592-3001.

The Toronto-Dominion Bank, The South Financial Group, Inc., their respective directors and executive officers
and other persons may be deemed to be participants in the solicitation of proxies in respect of the proposed
transaction. Information regarding The Toronto-Dominion Bank s directors and executive officers is available in its
Annual Report on Form 40-F for the year ended October 31, 2009, which was filed with the Securities and Exchange
Commission on December 03, 2009, its notice of annual meeting and proxy circular for its 2010 annual meeting,
which was filed with the Securities and Exchange Commission on February 25, 2010, and the above-referenced
Registration Statement on Form F-4, which was filed with the SEC on June 10, 2010. Information regarding The
South Financial Group, Inc. s directors and executive officers is available in The South Financial Group, Inc. s proxy
statement for its 2010 annual meeting, which was filed with the Securities and Exchange Commission on April 07,
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2010. Other information regarding the participants in the proxy solicitation and a description of their direct and
indirect interests, by security holdings or otherwise, is contained in the above-referenced Registration Statement on
Form F-4, which was filed with the SEC on June 10, 2010, and other relevant materials to be filed with the SEC when
they become available.
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THE FOLLOWING IS A COMMUNICATION SENT TO EMPLOYEES OF TD BANK, AMERICA S
MOST CONVENIENT BANK AND THE TORONTO-DOMINION BANK ON JULY 7, 2010
Daily News Brief
July 7, 2010
Compiled by Jimmy A. Hernandez, Corporate and Public Affairs
TD BANK NEWS
1. Lending Pullback Hurts The Smallest NIJ Biz
Despite an infusion of nearly $700 billion in taxpayer support through the Troubled Asset Relief Program, many
banks have curtailed their small-business lending. [TD Bank s Nicholas Miceli is quoted.]
2. TD Bank Pushes Totally Flat Debit Cards The Consumerist (blog)
Run your fingers over one of TD Bank s new debit cards and you 1l notice something missing. There s no embossed
numbers. It s not a fake, it s the future: a completely flat debit card that can be issued right on the spot when you open
an account at a local bank, with no waiting for it to arrive in the mail.
3. DBRS Confirms TD Bank Ratings Investment Executive
DBRS Ltd. has confirmed its ratings on Toronto-Dominion Bank at AA and R-1 (high), pointing primarily to the
bank s strong position in domestic retail banking.
4. Reasons Why You May Want to Close a Bank Account or Two Wallet Pop (blog)
Now that many major banks are getting rid of free checking accounts, it may be a good time to assess just how many
banks accounts you have and how much they may be costing you. [TD Bank_s Ryan Bailey is quoted.]
5. Mann Earns Riverside Scholarship TC Palm (FL)
Riverside National Bank, a division of TD Bank, recently awarded Sarah Mann of Vero Beach with a $1,000 college
scholarship in the bank s ninth annual College Scholarship Program. [TD Bank_s Patti Morris is quoted.]
6. Can Buildings Help Keep You Healthy? Queens Ledger (NY) [Same article appears in The Courier Times of
PA]
We spend 90 percent of our lives indoors, according to the Environmental Protection Agency (EPA). A typical day
can include traveling from home to work and back home again with a few periodic trips to schools, the grocery store,
the bank, malls and entertainment venues.
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We depend on our homes, offices, retail stores and other structures to keep us safe; but can buildings also help keep us
healthy? [TD Bank s Scott Hite is quoted.]
INDUSTRY NEWS
1.  EDIC Plots New Resolution Plan for Large Financial Firms American Banker
The Federal Deposit Insurance Corp. is not waiting for regulatory reform s enactment to develop plans for a new
resolution system.
2. Municipal Debt Ievels Putting U.S. Banks at Risk as Local Budget Deficits Grow - Bloomberg News
Citigroup Inc., State Street Corp. and U.S. Bancorp are among U.S. banks whose municipal bond holdings have
reached a 25-year high just as state budget deficits swell to $140 billion, the most since the start of the recession.
TD BANK NEWS
1. Lending Pullback Hurts The Smallest
Banking commissioner says loan practices must ease to help businesses
By Martin C. Daks
July 5,2010 NIJ Biz
Despite an infusion of nearly $700 billion in taxpayer support through the Troubled Asset Relief Program, many
banks have curtailed their small-business lending.
That fact hasn t gone unnoticed in Trenton.
We need to do everything possible to reverse this trend, said Banking Commissioner Thomas B. Considine, but
admitted it s an uphill battle.
Small-business lending nationwide remains severely constricted, according to a March report from the Congressional
Oversight Panel on TARP, which found lending plummeted during the 2008 financial crisis, and remained sharply
restricted throughout 2009.
That must change, Considine said: Small businesses are crucial to the economic recovery.
Some banks, like JPMorgan Chase, are expanding their small-business loan operations. Chase said it loaned
$2.1 billion to small businesses in the first quarter, up 31 percent from a year earlier; has hired 235 small-business
bankers; and plans to hire 100 more by year-end. A second review process for initially rejected business loans has
resulted in $113 million additional small-business loans, Chase said.
Allentown entrepreneur Jay Battisti is a small-business owner who hasn t been able to land expansion capital. The
third-generation company that his dad started, and which Battisti reworked as The Pork Roll Store, could expand if he
could get a loan for new equipment, but after a 60-year relationship with a large bank, we re getting the brush-off, he
said.
Battisti said the small food-manufacturing firm that s now run by his daughter needs new equipment to expand its
product line, but he s stymied by financing.
Page 2 of 15
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We ve got the market and we ve got the plans, he said. Back in the old days, when our banker was independent, it was
not a problem to get financing, even in tough times. But not anymore. Many banks don t even respond when we submit
a loan application.

As Considine sees it, much of the problem is that recession-battered banks, prompted by federal regulators, have
tightened credit standards to unreasonable levels. That must change if we are going to have a sustainable economic
recovery.

He thinks many bank examiners are too quick on the draw, reclassifying some loans as nonperforming simply because
the value of the collateral has declined too low even if the borrower is still able to make the debt payments.

Maybe the pendulum swung too far in one direction, but now it s swinging too far the other way, he said.

Considine also is asking banks to boost their loan-to-value ratios  the loan amount divided by the value of the asset it
finances from the current draconian level of 60 percent to a more reasonable level, toward 70 percent and if that
works, maybe to 80 percent, he said. Of course, in the bubble days, LTVs all too often went beyond 100 percent,

while risk evaluation remained cursory and underwriting standards were too loose.

Considine also takes issue with the way collateral is valued. Looking at a snapshot of an asset as of a certain day

doesn t reflect its true worth, he said. It might be better to average it over a period of time, he said, rather than looking
at its peak or valley.

He has the support of John E. McWeeney Jr., co-CEO of the New Jersey Bankers Association.

Many banks, especially the smaller community banks, want to lend to small businesses, but bank examiners have been
too aggressive about downgrading loans, he said.

But McWeeney said banks aren t entirely responsible for the decline in lending activity.

We think that part of it is due to a lack of demand on the part of business borrowers, he said. Some business owners
are apprehensive about taking on more debt right now. But we are seeing some pickup as companies that deeply
trimmed their operations now seek to replenish their inventory.

Regardless, Considine s trying to win over regulators and bank examiners. That would be easier, he said, if other state
banking commissioners banded with him to present a unified front but that s not happening yet. Bank examiners have
to consider the issues of their individual state, he said. Some of them aren t on board ... but at least the discussions so
far are fruitful.

Not everyone agrees with Considine s concerns about bank examiners.

We re lending in the 70 to 75 percent LTV range when appropriate, and we haven t had any problems with bank
examiners, said Nicholas Miceli, the Bridgewater-based market president for TD Bank Central New Jersey. We re
looking at borrowers bottom lines, but we re also focused on their cost-cutting and revenue-enhancing efforts. We
want to understand what they ve been through in the past 18 months or so, and then evaluate the steps they ve taken to
respond to the conditions.
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Another banker also denied getting much heat from examiners: We ve heard from some banks that their examiners are
overly aggressive, but our bank hasn t been affected by it, said Kevin Cummings, CEO of Investors Savings Bank. We
haven thad any problems with our regulators. We continue to follow the prudent lending policies we always have,
whether the economy is booming or not.
Top
2. TD Bank Pushes Totally Flat Debit Cards
By Ben Popken
July 6,2010 The Consumerist (blog)
Run your fingers over one of TD Bank s new debit cards and you 1l notice something missing. There s no embossed
numbers. It s not a fake, it s the future: a completely flat debit card that can be issued right on the spot when you open
an account at a local bank, with no waiting for it to arrive in the mail.
We covered this recently as part of another post but it s so odd we thought it worth calling out on its own.
TD Bank introduced the cards in 2007 as a pilot program and seems to have recently pushed them out to
ex-Commerce Bank locations and customers, which is how I noticed it when it came in the mail.
There s really little reason for cards to be embossed these days because most transactions are done by swiping. I think
the only times recently someone did a rubbing of my card was a jitney cab and Chinese food delivery boy.
Use your new TD Bank Visa® Debit Card every day, everywhere you shop.
TD Banknorth is First to Offer Customers Instant Access to Flat-Panel Debit Cards.
Top
3. DBRS Confirms TD Bank Ratings
Execution of bank s U.S. retail and commercial banking strategy remains a challenge
By James Langton
July 6,2010 Investment Executive
DBRS Ltd. has confirmed its ratings on Toronto-Dominion Bank (TSX:TD) at AA and R-1 (high), pointing
primarily to the bank s strong position in domestic retail banking.
The rating agency said Tuesday that TD s Canadian personal and commercial banking division generated $2.5 billion
of net income in 2009 and is expected to continue to provide earnings stability. It notes that TD had a solid number
one market share ranking in personal deposits and number two in lending in Canada.
Its retail distribution network expansion, significantly longer hours of service relative to its peers and relentless drive
to improve customer service index scores are critical to the
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bank s franchise strength and have led to its successful growth in Canadian retail market shares, including credit cards,
property and casualty insurance, small business and commercial banking, it says.

DBRS also says that TD s large retail operations contribute to its lower business risk profile than some of its peers.
Where there is some risk is in the bank s U.S. expansion efforts. DBRS notes that TD has been back on the acquisition
trail, buying The South Financial Group, and doing an FDIC-assisted acquisition of three Florida banks, although it
says that neither of these deals had an impact on TD s ratings.

Longer term, DBRS believes successful execution of TD s U.S. retail and commercial banking strategy will contribute
positively to the bank s business franchise as it begins to generate acceptable returns on invested capital for the bank
and becomes a platform for further growth, albeit with a degree of risk. The execution, however, remains a challenge,
it says.

Moreover, it notes that the slowdown in the global economy has negatively affected loan loss provisions in the U.S.
and Canadian retail banking segments. Credit costs are expected to remain elevated in the near term but manageable
relative to the TD s earnings before loan losses and taxes, it says.
Finally, DBRS says that while TD, and the other large Canadian banks, have increased their capital ratios, potential
changes to regulatory capital rules could negatively affect these ratios. Nevertheless, it says that the bank has the
ability to generate substantial levels of internal capital to offset the effect of these changes, which are likely to be put
into effect in fiscal 2013.
Top
4. Reasons Why You May Want to Close a Bank Account or Two

By Geoff Williams

July 6,2010 Wallet Pop (blog)
Now that many major banks are getting rid of free checking accounts, it may be a good time to assess just how many
banks accounts you have and how much they may be costing you.
There s even a slight chance you might have more accounts than you realize. CESI Debt Solutions recently conducted
a survey (so new that the survey isn t online yet) that found that 15% of married couples will admit they have a bank
account that their spouse doesn t know about.
These days when it comes to bank accounts, less may be more. Here are several reasons why:
Bank fees. A handful of financial institutions, like Wells Fargo, have said that they re going to stop offering free
checking to new customers, and some places, like Bank of America, are reportedly considering some form of tiered
checking (where you can have free checking if you minimize your trips into the branch) starting next year. (No plan
has been formally
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announced yet.) So obviously if your bank starts charging a maintenance fee, it makes much more sense to have one
or two accounts than six or seven.
More accounts can cause more confusion. My head started to spin, says Michael Kay, a certified personal finance
adviser and the president of Financial Focus LLC, headquartered in Livingston, New Jersey, referring to a young
couple advised. The couple, who were about to be married, each had their own account and then a joint account that
they used for paying bills. It may work well for some people, but moving this money from one account and switching
it to another that amount of manipulation and maintenance can get pretty complex.
And expensive. Make a few mistakes moving that money around you 1l end up paying handsomely for the error.
Should say a gasoline charge go through at a time when you thought you had more money in a particular account but
you forgot you transferred some funds you could unleash a chain reaction of overdraft charges and insufficient fund
penalties.
More accounts can lead to a higher risk of identity theft. That s one of the conclusions of a recent Bankrate.com article.
I have to admit, if you feel like you re safe having one account in a bank, you should feel equally safe having two or
three or more accounts. You never want to take stupid risks, but life s too short to worry about every possible way you
can be targeted by an identity thief.
There is the environmental factor. More accounts can lead to more paper statements. Well, unless you opt for
electronic statements.
I have several checking accounts between my bank and credit union, and I could definitely eliminate one or two that
aren t doing much more than collecting cobwebs. But for the most part, I like that at my credit union, I can have one
account dedicated solely to saving up for a vacation.

Each customers needs are different, and some people definitely do better with several accounts than just one, says
Ryan Bailey, head of deposit of products at TD Bank.
But if you re hanging onto multiple accounts out of nostalgia, you may want to think again. Consolidating accounts
can help you avoid fees or at least minimize the percentage impact of certain fees. It can also qualify you for better
bank rates, especially on money market accounts. Meanwhile, with the FDIC deposit limit raised to $250,000
temporarily and perhaps soon to be permanent consumers can safely consolidate more money in accounts than ever
before, says Richard Barrington, CFA and primarily spokesperson at MoneyRates.com.
Financial Focus s Michael Kay concurs. People are looking for the simplest, easiest way of living their financial lives,
so it doesn t absorb all of their time and energy. So just for that reason alone, the fewer the accounts, the more simple
financial management should be. You need to ask yourself: What s enough to do what needs to be done? If you can t
achieve your goals with one checking account and one savings account, then you expand them to meet your personal
needs. But there should be a real good reason to have 12 accounts.

Top
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5. Mann Earns Riverside Scholarship

July 6,2010 TC Palm (FL)
Riverside National Bank, a division of TD Bank, recently awarded Sarah Mann of Vero Beach with a $1,000 college
scholarship in the bank s ninth annual College Scholarship Program.
Students attending either a two or four-year post-secondary school were eligible to apply. Mann was selected based on
her academic goals, community service and written essay about why she feels she deserves the money.

Our scholarship program is another example of Riverside s commitment to the people of Vero Beach said Patti
Morris, SVP/Regional Manager. Riverside, now a division of TD Bank, is dedicated to support education. We know
this program will make a difference in the life of the scholarship recipient.

Mann serves her community by being an active member of her church, doing weekly missionary work and teaching a
religion class once a month. She participated in the first Indian River County Day of Service and has served at the
Harvest Food and Outreach Center in Fort Pierce. Mann also volunteers at her children s school whenever possible.
Mann plans to pursue a degree at Indian River State College, where she aspires to be a nurse.
Top
6. Can Buildings Help Keep You Healthy?

July 7,2010 Queens Ledger (NY) [Same article appears in The Courier Times of PA]
We spend 90 percent of our lives indoors, according to the Environmental Protection Agency (EPA). A typical day
can include traveling from home to work and back home again with a few periodic trips to schools, the grocery store,
the bank, malls and entertainment venues. We depend on our homes, offices, retail stores and other structures to keep
us safe; but can buildings also help keep us healthy?
Recent EPA studies indicate that exposure to air pollutants may be two to five times higher indoors than outside. Air
pollutants can affect all buildings equally and have many sources, including pets, tobacco products, gas cooking
stoves, building materials, paints, cleaning products and pesticides. Exposure to air pollutants can lead to negative
health effects like asthma, irritation of the eyes and throat, headaches, dizziness, fatigue and allergic reactions.
Although these circumstances are concerning, you can do many simple things to improve the indoor air quality you
and your family are exposed to.
Also consider this More and more retail businesses are assimilating greener operations in order to satisfy rising
consumer demands to go green, says Scott Hite, chief architect at TD Bank. As a result, consumers can choose to do
business with retailers that build stores that provide good indoor air quality, make an investment in renewable energy
and build sustainability to minimize their environmental footprint.
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Here are a few important things to consider

* Keep it smoke-free. At home, banish smoking indoors and if it hasn t already been done, ask your boss to do the
same at work. Consider doing business with retailers that don t allow smoking inside or near their businesses in order
to keep their customers safe from tobacco smoke, a harmful air pollutant.

* Consider LEED certification. Do your research to find businesses that have pledged to be carbon neutral and are
building LEED certified stores. LEED, which stands for Leadership in Energy and Environmental Design, evaluates
buildings for their overall performance in indoor environmental quality and four other environmental areas.

There a number of retail businesses that have made commitments to building LEED certified structures, says Hite. At
TD Bank, for example, we made a commitment to be carbon neutral and to build LEED certified green stores that will
benefit our customers and employees overall health.

* Avoid products with VOC:s. Paints, sealers, adhesives and many other building products emit VOCs, volatile
organic chemicals. Exposure to these chemicals can cause numerous health effects.
For your home and at work, choose products that have no or low VOCs. Retail businesses that are carbon neutral with
green stores also use building materials with no or low VOCs in order to achieve LEED certification.
* Choose green cleaning. Harsh cleaning chemicals contribute to poor indoor air quality and can cause adverse health
reactions. Instead, choose from a large variety of cleaning products with low toxicity levels. Wherever possible, also
store chemicals and cleaning supplies in well ventilated areas.
Buildings can be healthy through a combination of good technology, the right products, and a healthy dose of good
old common sense. Knowing which rules to enforce at home, which products to purchase and choosing retail
businesses that are making strides to provide healthier indoor air quality for their customers, can prevent many
potential health problems in the future.
Top
INDUSTRY NEWS
1. FDIC Plots New Resolution Plan for Large Financial Firms

By Joe Adler

July 7,2010  American Banker
The Federal Deposit Insurance Corp. is not waiting for regulatory reform s enactment to develop plans for a new
resolution system.
Under the final reform bill, which the House approved last week and is expected to pass the Senate soon, the FDIC
would for the first time be required to unwind large, systemically
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important banks and nonbanks to prevent the type of disorder caused by Lehman Brothers bankruptcy in 2008.
Even though another failure of a systemically vital firm is a distant possibility in the short term, the agency is required
to issue several rules to ensure a new structure is up and running soon.

This is not the kind of authority you want to wait until the last minute to exercise, said V. Gerard Comizio, a partner at
Paul, Hastings, Janofsky & Walker.

Key early tasks for the FDIC include providing market clarity for creditors on what they would receive, if anything, in
a failure of a systemically important firm; designating certain FDIC officials to focus on the new resolution powers;
and researching the companies the agency may have to unwind. The FDIC will also have to address issues associated
with having two different resolution funds: one for banks and another for nonbanks.

Michael Krimminger, the deputy to the FDIC chairman for policy, said the agency has done preliminary planning in
order not to be caught flat-footed once the implementation schedule begins. He said the sooner the market has clarity
about what happens to a large firm when it fails, the better.

We think it s imperative to move quickly, simply because we can t be in a situation in the future like we were in the fall
of 2008. Then, things had to be done on a much more ad hoc basis than they ever should be, because no one had the
statutory authority to resolve the largest nonbank firms, Krimminger said.

The legislation, which is likely to be signed by the president this month, would require the establishment of the
orderly resolution structure immediately after enactment.

One of the first things they would need to do is develop an internal organization that is ready to deal with the new
mandate, said Satish Kini, a partner at Debevoise & Plimpton LLP.

Observers said the new regulations would have to lay out specifically how the agency plans to treat everything from
financial contracts between counterparties, to customer accounts, to the transfer of assets to an acquirer.

Unlike the bank receivership process, which is tried and true and there is a long history out there of how to handle
things, this is completely new, said Kevin Stein, a managing director in FBR Capital Markets and a former associate
director in the FDIC s resolutions division. The legislation is like the blueprint. The FDIC would have to build a set of
construction documents. From the construction documents, you then have to hire contractors, and then they have to
build the foundation.

The legislation requires the agency to try to harmonize the rules with the current insolvency procedures in the
bankruptcy code.
In addition, the bill would grant the agency authority either to lead or participate in rule-writing with other regulators
on more specific issues, including how receiverships would be terminated, joint rules with the Securities and
Exchange Commission related to the liquidation of broker-dealers and regulations on how the agency could use funds
to run a receivership.
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The bill would allow the FDIC to borrow funds from the Treasury and pay them back through recovery sales and
assessments on other systemically important firms. A separate rulemaking would establish the new assessment

system.

Other parts of the bill require additional regulations, including a joint rulemaking with the Federal Reserve Board on
standards for large firms to lay out their own resolution plan, or so-called living will.

How the agency will establish rules to pay off creditors is likely to be a source of significant debate, observers said.
Stein said there is currently no rule book for how a receiver would deal with a failed nonbank s counterparties, and
while transferring the core of a bank to a buyer is the agency s bread and butter, assisted transactions for nonbanks are
another story.

There is a long history of how the FDIC deals with these items in a bank receivership, but there s really no precedent
and no model at the FDIC for the nonbank context, Stein said. They re starting with the existing resolution process for
banks and the bankruptcy code. It could take them a long time to put the framework in place.

He added that while bank receiverships follow a rigid hierarchy of which liabilities are covered, it is unclear whether
the FDIC would have a similar order for nonbanks. The issue of the priority of claims has to be spelled out: can they
handle assets and liabilities individually, can they cherry pick what they sell and what they hold back, and in what
priority do they do it? Stein said.

But the agency does have at least one advantage since nonbank receiverships would not entail any insured depositors.
Krimminger said that could give the agency some breathing room since there would be no statutory requirement that
the agency provide relief beyond what it gets from resources inside the failed institution.

Since you don t have any guaranteed creditors you don t have the $250,000 to depositors you re much more likely to
be able to recover all of the administrative expenses from selling the assets, he said.

Others said the mix of assets and liabilities the agency would have to sort through is comparable to what it finds in
failed banks.

On the liabilities side you do have points of considerable distinction, where banks are mainly deposit-taking
institutions and [companies] like Goldman Sachs would have nothing in the way of deposits. It s funded with a variety
of different borrowing sources, said William Longbrake, a former vice chairman of Washington Mutual and FDIC
chief financial officer, who is now an executive-in-residence at the University of Maryland.

But even there, the FDIC does deal with those sources: subordinated debt and other debt instruments in banks, and
asset-backed securities that were issued by the failed institution.

Also on the agenda for implementing the new system is labeling exactly which institutions could fall into the FDIC s
hands.
Page 10 of 15
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The first step has got to be: What s the universe? Who s potentially a ward of this new authority? said William Isaac, a
former FDIC chairman and now the chairman of Fifth Third Bancorp, who spoke for himself and not the bank. I
would be studying their financials and trying to figure out: What would be the challenge of taking one over?

Observers said the process of designating firms as subject to the resolution authority would likely be intertwined with
steps led by the Fed and new Financial Stability Oversight Council to identify companies covered by new
systemic-risk regulations. Healthy systemically vital firms would have to submit to regulators a detailed plan of how
they would wind down in a failure scenario.

The FDIC will have a seat on the council, which may be helpful, Kini said. In addition, they will be involved in the
process of crafting living wills, which will serve as a road map for the FDIC if they ever have to use the new authority
under the statutory regime.

But some observers said there is a risk in too much pre-planning. Comizio said that, while it is helpful to gather
information about firms while they are healthy, the FDIC would need to be careful not to pigeonhole itself into one
type of resolution plan.

One of their main challenges is walking through the dance steps of resolution for the major types of nonbank financial
institutions, he said. The FDIC doesn tneed to go into grim detail.

The agency would be doing itself a disservice to lock itself into any identified approaches right now, Comizio said.

They re going to be given the authority, and then I think they need to give themselves enough flexibility under the law
to basically proactively respond to a situation where they re going to be called upon to exercise the authority.

Many experts agreed the FDIC has likely already assigned staff to begin preparing proposals.

My guess is they ve already had a task force internally working on this, Longbrake said. They haven t been sitting on
their hands waiting for this bill to pass. ... They will have the ability once the bill is signed to make some preliminary
statements.

Yet the total permanent amount of staff required to run the new resolution operation would likely be small, he added,
since takeovers of systemically important nonbanks would be uncommon.

Generally, the way the FDIC runs the resolution authority is with a fairly small dedicated staff which they can expand
or contract, depending on the number of actual resolutions they have to handle, Longbrake said.

I would expect a fairly small number of additional people. ... You don t have anything that s going to fall in their laps.
You can still reach back into the agency s resources that it already has in the legal area and the liquidation area and the
resolutions area, and draw on that expertise that already exists.
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But the agency also faces the task of accounting for the resources it spends on running the nonbank unit, which are
separate from the reserves held in the Deposit Insurance Fund used for resolving banks.

Under the bill, the agency would initially borrow funds from the Treasury and repay them from a separate account
funded by assessments from the largest financial firms.

Krimminger said there is a precedent for the agency utilizing different pots of resources. The FDIC faced similar split
accounting requirements when it resolved banks and thrifts separately out of the Bank Insurance Fund and the Savings
Association Insurance Fund. (Congress merged the two funds under the 2006 deposit insurance reform law.)

Even today, resolution staffers working on a specific receivership must account for expenses and compensation from
the funds available in that receivership.

When our resolution staffs work on particular failures, they charge their time to those specific receiverships,
Krimminger said. We are very scrupulous now about making sure that our work is charged to the right receivership. ...
In the past, if you were working on something that was SAIF-oriented, you would charge it to the SAIF. If you were
working on something for the Bank Insurance Fund, you charged it to the Bank Insurance Fund.

Top
2. Municipal Debt Levels Putting U.S. Banks at Risk as Local Budget Deficits Grow

By Dakin Campbell

July 6,2010 Bloomberg News
Citigroup Inc., State Street Corp. and U.S. Bancorp are among U.S. banks whose municipal bond holdings have
reached a 25-year high just as state budget deficits swell to $140 billion, the most since the start of the recession.
Commercial lenders have added more than $84 billion to their holdings since 2003, according to the Federal Reserve,
pushing total investments to $216.2 billion at the end of the first quarter. Bank regulators and ratings companies are
ramping up scrutiny of banks most at risk of being forced to raise more capital should debt prices slide.

There is a huge untold problem here, said Walter J. Mix III, a former commissioner of the California Department of
Financial Institutions who closed 30 banks during the last banking crisis in the 1990s. The economics lead to the
conclusion that there will be downward pressure on these bonds.

At Cullen/Frost Bankers Inc., the biggest Texas lender, holdings of municipal debt exceeded Tier 1 capital, a key
measure of a bank s ability to absorb losses, by $491 million at the end of the first quarter, data compiled by
Bloomberg show. For State Street, based in Boston, the holdings make up 50 percent of Tier 1 capital. U.S. Bancorp,
the Minneapolis lender, has a ratio of 28 percent. It s 11 percent at Citigroup, the data show.
Default speculation drove municipal bond yields to a 13-month high relative to U.S. Treasuries in the first half of the
year. Now, the Federal Deposit Insurance Corp. has asked analysts to look into the issue, according to spokeswoman
Michele Heller.
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The 9.5 percent U.S. unemployment rate and slump in property prices have slashed local governments ability to pay
bills. Billionaire investor Warren Buffett, speaking at a June 2 hearing of the Financial Crisis Inquiry Commission in
New York, predicted a terrible problem for municipal bonds. Buffett has said a U.S. state facing default may need a
federal rescue.

Analysts and investors remain divided about the level of risk. Lenders hold just 8 percent of the $2.8 trillion state and
local government debt market, and municipal bonds are only about 2 percent of total bank assets, according to the
Fed.

The open issue is whether it s a slowly emerging train wreck, said Jeff Davis, an analyst at Guggenheim Securities
LLC, a unit of Guggenheim Partners LLC, whose executive chairman is former Bear Stearns Cos. CEO Alan D.
Schwartz. It s hard to paint all general obligation and all revenue bonds with the same brush. The portfolios won t go to
Zero.

Municipal defaults are a slender risk, according to Moody s Investors Service, which said in a February report that the
investment-grade rate during the past four decades was 0.03 percent, compared with 0.97 percent for similar corporate
issues. Investors eventually recoup an average of 67 cents on the dollar for defaulted municipal bonds.

While the historical default rate risk for municipal debt is below corporate obligations, sudden declines in prices have
already created losses at some banks.

Citigroup had an unrealized loss of $1.8 billion in the third quarter of 2008, when the municipal market sank

3.8 percent, the biggest quarterly decline since 1994, company filings and Bank of America Merrill Indexes show. The
loss was deducted from the firm s equity.

Citi s exposure to the municipal market is of the highest quality, Danielle Romero-Apsilos, a spokeswoman for the
New York-based firm, said in a statement. We conduct rigorous stress tests under a variety of scenarios and are
comfortable with our position.

Citigroup had the largest municipal holdings among the biggest banks, with $13.4 billion of state and local
government bonds, according to FDIC call reports. Bank of America Corp. held $8.5 billion, Wells Fargo & Co.
owned $7.6 billion and JPMorgan Chase & Co. held $4.5 billion. Each accounted for less than 8 percent of Tier 1
capital, according to the FDIC.
Bank of America, based in Charlotte, N.C., has made significant progress boosting capital and reducing risk-weighted
assets, spokesman Jerry Dubrowski said. JPMorgan spokeswoman Jennifer Zuccarelli didn t return a call for comment.
Wells Fargo, based in San Francisco, boosted its municipal holdings by more than $2 billion in the first quarter, data
compiled by Bloomberg show. The investments are in municipalities we know very well, Chief Financial Officer
Howard Atkins said on May 13.
State Street, the second-largest independent custody bank, owned $6.2 billion of state and local government debt at
the end of March, the data show. State Street is very comfortable with its portfolio and has had no material credit
issues, spokeswoman Carolyn Cichon said. At Minneapolis-based U.S. Bancorp, which owned $6.6 billion of
municipal bonds, spokeswoman Jennifer Wendt also declined comment.
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Cullen/Frost, which says it s the only one of the 10 biggest Texas banks to survive the 1980s savings-and-loan crisis, is
extremely comfortable with the municipal investments, CFO Phillip Green said in a July 1 interview.

The 142-year-old lender, based in San Antonio, bought $1 billion of municipal bonds in the 12 months through

February, Green said that month. Most were issued by Texas school districts and insured by the state s Permanent

School Fund guarantee program, he said in last week s interview.

Municipal debt gained 2 percent in the second quarter, underperforming Treasuries by 2.7 percentage points,

according to Bank of America Merrill indexes. In 2009, state and local government debt rose 14.5 percent.

U.S. states are likely to face $140 billion in cumulative budget gaps in the coming year, according to the Center on

Budget and Policy Priorities. Last year, 187 tax-exempt issuers defaulted on $6.4 billion of securities, the most since

1992, according to data from Distressed Debt Securities in Miami Lakes, Fla.

It s a market where it s clear that the underlying fundamentals are lousy, said Michael Aronstein, chief investment
strategist at Oscar Gruss & Son Inc., a New York- based brokerage. People can say fundamentals don t matter but I ve
been doing this for 32 years. They do.

Top
The Daily News Brief is published exclusively for the Employees of TD Bank; please do not distribute outside the
company.
The information presented may contain forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995 and comparable safe harbour provisions of applicable Canadian legislation, including,
but not limited to, statements relating to anticipated financial and operating results, the companies plans, objectives,
expectations and intentions, cost savings and other statements, including words such as anticipate,  believe, plan,
estimate, expect, intend, will, should, may, and other similar expressions. Such statements are based upon the

beliefs and expectations of our management and involve a number of significant risks and uncertainties. Actual results
may differ materially from the results anticipated in these forward-looking statements. The following factors, among
others, could cause or contribute to such material differences: the ability to obtain the approval of the transaction by
The South Financial Group, Inc. shareholders; the ability to realize the expected synergies resulting from the
transaction in the amounts or in the timeframe anticipated; the ability to integrate The South Financial Group, Inc. s
businesses into those of The Toronto-Dominion Bank in a timely and cost-efficient manner; and the ability to obtain
governmental approvals of the transaction or to satisfy other conditions to the transaction on the proposed terms and
timeframe. Additional factors that could cause The Toronto-Dominion Bank s and The South Financial Group, Inc. s
results to differ materially from those described in the forward-looking statements can be found in the 2009 Annual
Report on Form 40-F for The Toronto-Dominion Bank and the 2009 Annual Report on Form 10-K of The South
Financial Group, Inc. filed with the Securities and Exchange Commission and available at the Securities and
Exchange Commission s Internet site (http://www.sec.gov).
The proposed merger transaction involving The Toronto-Dominion Bank and The South Financial Group, Inc. will be
submitted to The South Financial Group, Inc. s shareholders for their consideration. The Toronto-Dominion Bank and
The South Financial Group, Inc. hav