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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x  No o
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Indicate by check mark whether the registrant has submitted electronically and posted on its corporate website, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of
this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit and
post such files).  Yes x No o

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (Section 229.405 of
this chapter) is not contained herein, and will not be contained, to the best of registrant’s knowledge, in definitive
proxy or information statements incorporated by reference in Part III of this Form 10-K or any amendment to this
Form 10-K. o

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

Large Accelerated Filer o Accelerated Filer x

Non-accelerated Filer o (Do
not check if a smaller
reporting company)

Smaller Reporting Company
o

Indicate by check mark if the registrant is a shell company (as defined in Rule 12b-2 of the Act).  Yes o   No x

State the aggregate market value of the voting and non-voting common equity held by non-affiliates computed by
reference to the price at which the common equity was last sold, or the average bid and asked price of such common
equity as of the last business day of the registrant’s most recently completed second fiscal quarter:  $531,158,696 as of
June 30, 2011.

APPLICABLE ONLY TO CORPORATE REGISTRANTS

Indicate the number of shares outstanding of each of the registrant’s classes of common stock, as of the latest
practicable date: 34,607,034 shares of common stock as of February 24, 2012.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Proxy Statement for the Annual Meeting of Stockholders, scheduled to be held April 17, 2012, are
incorporated by reference into Part III of this Form 10-K.
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FORWARD-LOOKING STATEMENTS

Certain of the statements in this report may constitute forward-looking statements within the meaning of Section 27A
of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. The
words “expect,” “anticipate,” “goal,” “objective,” “intend,” “plan,” “believe,” ”should,” “seek,” “estimate” and similar expressions are
intended to identify such forward-looking statements, but other statements not based on historical information may
also be considered forward-looking. All forward-looking statements are subject to risks, uncertainties and other
factors that may cause the actual results, performance or achievements of Pinnacle Financial to differ materially from
any results expressed or implied by such forward-looking statements. Such risks include, without limitation, (i)
deterioration in the financial condition of borrowers resulting in significant increases in loan losses and provisions for
those losses; (ii) continuation of the historically low, short-term interest rate environment; (iii) the inability of
Pinnacle Financial to grow its loan portfolio in the Nashville-Davidson-Murfreesboro-Franklin MSA (“the Nashville
MSA”) and the Knoxville MSA; (iv) changes in loan underwriting, credit review or loss reserve policies associated
with economic conditions, examination conclusions, or regulatory developments; (v) effectiveness of Pinnacle
Financial’s asset management activities in improving, resolving or liquidating lower-quality assets; (vi) increased
competition with other financial institutions; (vii) greater than anticipated adverse conditions in the national or local
economies including the Nashville MSA and the Knoxville MSA, particularly in commercial and residential real
estate markets; (viii) rapid fluctuations or unanticipated changes in interest rates; (ix) the results of regulatory
examinations; (x) the development of any new market other than Nashville or Knoxville; (xi) a merger or acquisition;
(xii) any matter that would cause Pinnacle Financial to conclude that there was impairment of any asset, including
intangible assets; (xiii) the ability to attract additional financial advisors or to attract customers from other financial
institutions and conversely, the inability to realize the economic benefits of newly hired financial advisors; (xiv) the
impact of governmental restrictions on and discretionary regulatory authority over entities participating in the Capital
Purchase Program (the “CPP”) of the U.S. Department of the Treasury (the “U.S. Treasury”); (xv) further deterioration in
the valuation of other real estate owned and increased expenses associated therewith; (xvi) inability to comply with
regulatory capital requirements or to secure any required regulatory approvals for capital actions, including
redemption of the remaining preferred shares sold to the U.S. Treasury that are outstanding; and, (xvii) changes in
state and federal legislation, regulations or policies applicable to banks and other financial service providers, including
regulatory or legislative developments arising out of current unsettled conditions in the economy, including
implementation of the Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”). A more
detailed description of these and other risks is contained in “Item 1A. Risk Factors” below.  Many of such factors are
beyond Pinnacle Financial’s ability to control or predict, and readers are cautioned not to put undue reliance on such
forward-looking statements. Pinnacle Financial disclaims any obligation to update or revise any forward-looking
statements contained in this release, whether as a result of new information, future events or otherwise.

PART I

Unless this Form 10-K indicates otherwise or the context otherwise requires, the terms “we,” “our,” “us,” “the firm,” “Pinnacle
Financial Partners,” “Pinnacle” or “Pinnacle Financial” as used herein refer to Pinnacle Financial Partners, Inc., and its
subsidiaries, including Pinnacle National Bank, which we sometimes refer to as “Pinnacle National,” “our bank
subsidiary” or “our bank” and its other subsidiaries.  References herein to the fiscal years 2007, 2008, 2009, 2010 and
2011 mean our fiscal years ended December 31, 2007, 2008, 2009, 2010 and 2011, respectively.

ITEM 1.  BUSINESS

OVERVIEW

Pinnacle Financial Partners is the second-largest bank holding company headquartered in Tennessee, with $4.9 billion
in assets as of December 31, 2011.  Incorporated on February 28, 2000, the holding company is the parent company of
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Pinnacle National and owns 100% of the capital stock of Pinnacle National.  The firm started operations on October
27, 2000, with one office in Nashville, Tennessee, and has since grown to 32 offices, including 29 in eight Middle
Tennessee counties.  The firm also has three offices in Knoxville, Tennessee, the state’s third-largest banking market.

The firm operates as a community bank primarily in the urban markets of Nashville and Knoxville, Tennessee.  As an
urban community bank, Pinnacle Financial provides the personalized service most often associated with small
community banks, while seeking to offer the sophisticated products and services, such as investments and treasury
management, more typically offered by large regional and national banks.   This approach has enabled Pinnacle
Financial to attract clients from the regional and national banks in the Nashville and Knoxville MSAs.  As a result,
Pinnacle has grown to the fourth largest market share in the Nashville MSA and to the seventh largest market share in
the Knoxville MSA.

Page 4
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Competitive Conditions

The Nashville MSA banking market is very competitive, with 63 financial institutions with over $37.9 billion in
deposits in the market as of June 30, 2011, up from approximately $37.2 billion at June 30, 2010 according to FDIC
data.  As of June 30, 2011, approximately 63.8% of this deposit base was controlled by seven large, multi-state banks
headquartered outside of Nashville, consisting of the following: Bank of America (headquartered in Charlotte, North
Carolina), Regions Financial (headquartered in Birmingham, Alabama), SunTrust (headquartered in Atlanta, Georgia),
First Horizon (headquartered in Memphis, Tennessee), Wells Fargo (headquartered in San Francisco, CA), Fifth Third
(headquartered in Cinncinnati, OH), and US Bank National Association (headquartered in Minneapolis,
MN).  According to FDIC deposit information, the collective market share of deposits in the Nashville MSA of
Regions Financial (including the acquired Union Planters National Bank and AmSouth Bank), Bank of America, US
Bank National Association (including the acquired First Union) and SunTrust (including the acquired National Bank
of Commerce) declined from approximately 68.9% to 63.8% between June 30, 2001 and June 30, 2011.  Pinnacle, on
the other hand, after only eleven years of operations, now holds the No. 4 market share position in the Nashville MSA
at June 30, 2011 with 9.0% of the market, immediately behind the top three out-of-state banks.

The Knoxville MSA banking market is also very competitive, with 44 financial institutions with over $13.7 billion in
deposits in the market as of June 30, 2011.  According to FDIC data, bank and thrift deposits in the Knoxville MSA
grew from approximately $12.6 billion at June 30, 2010 to more than $13.7 billion at June 30, 2011.  As of June 30,
2011, approximately 61.6% of this deposit base was controlled by four large, multi-state banks headquartered outside
of Knoxville, consisting of the following: First Horizon, SunTrust, Regions Financial, and BB&T (headquartered in
Winston-Salem, North Carolina).  According to FDIC deposit information, the collective market share of deposits in
the Knoxville MSA of First Horizon, Regions Financial, BB&T (including the acquired BankFirst) and SunTrust
declined from 65.7% to 61.6% between June 30, 2001 and June 30, 2011. At June 30, 2007, shortly after Pinnacle
Financial first opened a location in Knoxville, the collective market share of deposits in the Knoxville MSA for the
same four competitors was 63.4%.  A significant portion of the decline in market share for the top four competitors
has occurred since Pinnacle Financial established a presence in the Knoxville MSA.

Consequently, while large, multi-state institutions are well established in both of our market areas, the general trends
indicate that a majority of the community banks in our market areas have been able to increase their aggregate deposit
market share in recent years at the expense of the larger, multi-state banks.

We believe that the most important criteria to our bank’s targeted clients when selecting a bank is their desire to
receive exceptional and personal customer service while being able to enjoy convenient access to a broad array of
sophisticated financial products. Additionally, when presented with a choice, we believe that many of our bank’s
targeted clients would prefer to deal with a locally-owned institution headquartered in Tennessee, like Pinnacle
National, as opposed to a large, multi-state bank, where many important decisions regarding a client’s financial affairs
are made elsewhere.

Employees

As of February 15, 2012, we employed 742.5 full-time equivalent associates.  We believe these associates are
Pinnacle’s most important asset. We consider our relationship with our associates to be excellent.  This is supported by
the fact that for the ninth consecutive year, Pinnacle was named by the Nashville Business Journal as the “Best Place to
Work in Nashville” among Middle Tennessee’s large companies with more than 100 employees.  The selection is based
on an anonymously conducted survey of associates.

PRODUCTS AND SERVICES
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Lending Services

We offer a full range of lending products, including commercial, real estate and consumer loans to individuals and
small-to medium-sized businesses and professional entities.  We compete for these loans with competitors who are
also well established in the Nashville and Knoxville MSAs.

Pinnacle National’s loan approval policies provide for various levels of officer lending authority. When the total
amount of loans to a single borrower exceeds an individual officer’s lending authority, officers with higher lending
authority determine whether to approve any new loan requests or renewals of existing loans.  Loans to insiders require
approval of the board, and, beginning in February 2010, extensions of credit to certain adversely classified loans
require approval of a loan committee of the board.

Page 5
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Pinnacle National’s lending activities are subject to a variety of lending limits imposed by federal law. Differing limits
apply based on the type of loan or the nature of the borrower, including the borrower’s relationship to Pinnacle
National. In general, however, at December 31, 2011, we were able to loan any one borrower a maximum amount
equal to approximately $79.3 million plus an additional $132.1 million, or a total of approximately $211.4 million, for
loans that meet certain additional federal collateral guidelines. These legal limits will increase or decrease as our bank
subsidiary’s capital increases or decreases as a result of its earnings or losses, the injection of additional capital,
payments of dividends, or for other reasons. In addition to these regulatory limits, Pinnacle National currently imposes
upon itself an internal lending limit of $15 million for relationships seeking current credit approval, which is
significantly less than the prescribed legal lending limit. Prior to October 2009, our internal lending limit was $22
million.  At that time, we maintained relationships which had aggregate exposure of greater than $15 million.  These
relationships have been grand-fathered under the previous guidelines and are not subject to our $15 million
limitation.  We currently have 21 relationships greater than our current in-house limit of $15 million with no
relationship in excess of $25 million. Our loan policy requires that the executive committee of the board of directors
determine whether to approve any increases in exposure for any relationships that exceed this internal limit.

The principal economic risk associated with each category of loans that Pinnacle National expects to make is the
creditworthiness of the borrower. General economic factors affecting a commercial or consumer borrower’s ability to
repay include interest, inflation and unemployment rates, as well as other factors affecting a borrower’s assets, clients,
suppliers and employees.  Many of Pinnacle National’s commercial loans are made to small- to medium-sized
businesses that are sometimes less able to withstand competitive, economic and financial pressures than larger
borrowers.  During periods of economic weakness, like those currently being experienced, these businesses may be
more adversely affected than other enterprises and may cause increased levels of nonaccrual or other problem loans,
loan charge-offs and higher provision for loan losses.

Primarily as a result of our acquisitions of Calvary Bancorp in Murfreesboro, TN in 2006 and Mid-America
Bancshares in Nashville, TN in 2007, our portfolio includes residential construction and land acquisition and
development loans.  The prolonged and continuing weakness in the economy in our market areas has negatively
impacted this industry, and many of our borrowers, significantly.

Pinnacle National’s commercial clients borrow for a variety of purposes. The terms of these loans (which include
equipment loans and working capital loans) will vary by purpose and by type of any underlying collateral.
Commercial loans may be unsecured or secured by accounts receivable or by other business assets. Pinnacle National
also makes a variety of commercial real estate loans, including both investment properties and business loans secured
by real estate.  We are seeking to decrease our exposure to the residential construction and land acquisition and
development components of our portfolio and since December 31, 2008 we have reduced the amount of these loans
from $645.4 million to $274.2 million, a decrease of $371.2 million.

Pinnacle National also makes a variety of loans to individuals for personal, family, investment and household
purposes, including secured and unsecured installment and term loans, residential first mortgage loans, home equity
loans and home equity lines of credit.   In 2012, Pinnacle National also began offering auto dealer finance services to
expand our product offering to automobile dealers and their customers. We also began offering Pinnacle-branded
consumer credit cards to select clients of our firm. Prior to 2012, we issued credit cards to our customers on behalf of
a third party.

Deposit Services

Pinnacle National seeks to establish a broad base of core deposits, including savings, checking, interest-bearing
checking, money market and certificate of deposit accounts. To attract deposits, Pinnacle National has employed a
marketing plan in its overall service area primarily based on relationship banking and features a broad product line
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and competitive rates and services. The primary sources of deposits are residents and businesses located in the
Nashville and Knoxville MSAs. Pinnacle National traditionally has obtained these deposits primarily through personal
solicitation by its officers and directors, although its use of media advertising has increased in 2011 because of its
advertising and banking sponsorship with the Tennessee Titans NFL football team.   In 2009, we began to reduce our
reliance on non-core deposits including brokered certificates of deposits and public funds.  At December 31, 2011, we
had no brokered deposits.

Pinnacle National also offers its targeted commercial clients a comprehensive array of treasury management services
as well as remote deposit services, which allow electronic deposits to be made from the client’s place of business.
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Investment, Trust and Insurance Services

Pinnacle National contracts with Raymond James Financial Services, Inc. (RJFS), a registered broker-dealer and
investment adviser, to offer and sell various securities and other financial products to the public from Pinnacle
National’s locations through Pinnacle National employees that are also RJFS employees. RJFS is a subsidiary of
Raymond James Financial, Inc.

Pinnacle National offers, through RJFS, non-FDIC insured investment products in order to assist Pinnacle National’s
clients in achieving their financial objectives consistent with their risk tolerances. Pinnacle National’s suite of
investment products include:

● Mutual Funds; ● Fixed Annuities;
● Variable Annuities; ● Stocks;
● Money Market Instruments; ● Financial Planning;
● U.S. Treasury Securities; ● Asset Management Accounts; and
● Bonds; ● Listed Options.

All of the financial products listed above are offered by RJFS from Pinnacle National’s main office and its other
offices. Additionally, we believe that the brokerage and investment advisory program offered by RJFS complements
Pinnacle National’s general banking business, and further supports its business philosophy and strategy of delivering to
our clients those products and services that meet their financial needs.  Pursuant to its contract with us, RJFS is
primarily responsible for the compliance monitoring of dual employees of RJFS and Pinnacle National.  Additionally,
Pinnacle National has developed its own compliance-monitoring program in an effort to further ensure that Pinnacle
National personnel deliver these products in a manner consistent with the various regulations governing such
activities.

Pinnacle National receives a percentage of commission credits and fees generated by the program. Pinnacle National
remains responsible for various expenses associated with the program, including promotional expenses, furnishings
and equipment expenses and general personnel costs.

Pinnacle National also maintains a trust department which provides fiduciary and investment management services for
individual and commercial clients.  Account types include personal trust, endowments, foundations, individual
retirement accounts, pensions and custody.  Pinnacle Advisory Services, Inc., a registered investment advisor,
provides investment advisory services to its clients.  Additionally, Miller Loughry Beach Insurance Services, Inc., an
insurance agency subsidiary of Pinnacle National, provides insurance products, particularly in the property and
casualty area, to its clients.

Other Banking Services

Given client demand for increased convenience in accessing banking and investment services, Pinnacle National also
offers a broad array of convenience-centered products and services, including 24 hour telephone and Internet banking,
debit cards, direct deposit and cash management services for small- to medium-sized businesses. Additionally,
Pinnacle National is associated with a nationwide network of automated teller machines of other financial institutions
that our clients are able to use throughout Tennessee and other regions. In many cases, Pinnacle National, in contrast
to many of its regional competitors, reimburses its clients for any fees that may be charged to the client for utilizing
the nationwide ATM network, providing greater convenience as compared to these competitors. Pinnacle National
does not charge an annual or monthly fee for use of this ATM network.

OTHER INFORMATION
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Investment Securities

In addition to loans, Pinnacle National has investments primarily in obligations of the United States government,
obligations guaranteed as to principal and interest by the United States government and other securities. No
investment in any of those instruments exceeds any applicable limitation imposed by law or regulation. The executive
committee of the board of directors reviews the investment portfolio on an ongoing basis in order to ensure that the
investments conform to Pinnacle National’s asset liability management policy as set by the board of directors.

Asset and Liability Management

Our Asset Liability Management Committee (ALCO), composed of senior managers of Pinnacle National, manages
Pinnacle National’s assets and liabilities and strives to provide a stable, optimized net interest income and margin,
adequate liquidity and ultimately a suitable after-tax return on assets and return on equity. ALCO conducts these
management functions within the framework of written policies that Pinnacle National’s board of directors has
adopted.  ALCO works to maintain an acceptable position between rate sensitive assets and rate sensitive
liabilities.  The executive committee of the board of directors oversees the ALCO function on an ongoing basis.

Page 7
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Available Information

We file reports with the Securities and Exchange Commission (SEC), including annual reports on Form 10-K,
quarterly reports on Form 10-Q and current reports on Form 8-K. The public may read and copy any materials we file
with the SEC at the SEC’s Public Reference Room at 100 F Street, N.E., Washington, DC 20549.  The public may
obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330.  We are an
electronic filer, and the SEC maintains an Internet site at www.sec.gov that contains the reports, proxy and
information statements, and other information we have filed electronically.  Our website address is
www.pnfp.com.  Please note that our website address is provided as an inactive textual reference only.  We make
available free of charge through our website, the annual report on Form 10-K, quarterly reports on Form 10-Q, current
reports on Form 8-K, and all amendments to those reports as soon as reasonably practicable after such material is
electronically filed with or furnished to the SEC.  The information provided on our website is not part of this report,
and is therefore not incorporated by reference unless such information is otherwise specifically referenced elsewhere
in this report.

We have also posted our Corporate Governance Guidelines, our Luxury Expenditure Policy, our Corporate Code of
Conduct for directors, officers and employees, and the charters of our Audit Committee, Human Resources and
Compensation Committee, and Nominating and Corporate Governance Committee of our board of directors on the
Corporate Governance section of our website at www.pnfp.com.  Our corporate governance materials are available
free of charge upon request to our Corporate Secretary, Pinnacle Financial Partners, Inc., 150 Third Avenue South,
Suite 900, Nashville, Tennessee 37201.

SUPERVISION AND REGULATION

Both Pinnacle Financial and Pinnacle National are subject to extensive state and federal banking laws and regulations
that impose restrictions on and provide for general regulatory oversight of Pinnacle Financial’s and Pinnacle National’s
operations.  These laws and regulations are generally intended to protect depositors and borrowers, not stockholders.

The Dodd-Frank Wall Street Reform and Consumer Protection Act

In July 2010, the Dodd-Frank Act was signed into law, incorporating numerous financial institution regulatory
reforms. Many of these reforms were implemented over the course of 2011 through regulations adopted by various
federal banking and securities regulatory agencies, while others are expected to be implemented during 2012. The
following discussion describes the material elements of the regulatory framework that currently apply. The
Dodd-Frank Act implements far-reaching reforms of major elements of the financial landscape, particularly for larger
financial institutions. Many of its most far-reaching provisions do not directly impact community-based institutions
like Pinnacle National. For instance, provisions that regulate derivative transactions and limit derivatives trading
activity of federally-insured institutions, enhance supervision of “systemically significant” institutions, impose new
regulatory authority over hedge funds, limit proprietary trading by banks, and phase-out the eligibility of trust
preferred securities for Tier 1 capital are among the provisions that do not directly impact Pinnacle Financial either
because of exemptions for institutions below a certain asset size or because of the nature of  Pinnacle Financial’s
operations. Other provisions that have either been adopted or are expected to be adopted have impacted and will
continue to impact Pinnacle National and Pinnacle Financial include:

�Changing the assessment base for federal deposit insurance from the amount of insured deposits to consolidated
assets less tangible capital, eliminating the ceiling and increasing the size of the floor of the Deposit Insurance
Fund, and offsetting the impact of the increase in the minimum floor on institutions with less than $10 billion in
assets.
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�Making permanent the $250,000 limit for federal deposit insurance, increasing the cash limit of Securities Investor
Protection Corporation protection to $250,000 and providing unlimited federal deposit insurance until December
31, 2012 for non-interest-bearing demand transaction accounts at all insured depository institutions.

�Repealing the federal prohibition on payment of interest on demand deposits, thereby permitting depositing
institutions to pay interest on business transaction and other accounts.

�Centralizing responsibility for consumer financial protection by creating a new agency, the Consumer Financial
Protection Bureau, responsible for implementing federal consumer protection laws, although banks below $10
billion in assets will continue to be examined and supervised for compliance with these laws by their federal bank
regulator.
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�Restricting the preemption of state law by federal law and disallowing national bank subsidiaries from availing
themselves of such preemption.

� Limiting the debit interchange fees that certain financial institutions are permitted to charge.

�Imposing new requirements for mortgage lending, including new minimum underwriting standards, prohibitions on
certain yield-spread compensation to mortgage originators, special consumer protections for mortgage loans that do
not meet certain provision qualifications, prohibitions and limitations on certain mortgage terms and various new
mandated disclosures to mortgage borrowers.

�Applying the same leverage and risk based capital requirements that apply to insured depository institutions to
holding companies, although Pinnacle Financial’s currently outstanding trust preferred securities (but not new
issuances) will continue to qualify as Tier 1 capital.

�Permitting national and state banks to establish de novo interstate branches at any location where a bank based in
that state could establish a branch, and requiring that bank holding companies and banks be well-capitalized and
well managed in order to acquire banks located outside their home state.

� Imposing new limits on affiliated transactions and causing derivative transactions to be subject to lending limits.

� Implementing certain corporate governance revisions that apply to all public companies.

As described above, many aspects of the Dodd-Frank Act are not yet effective and remain subject to rulemaking and
will take effect over several years, and their impact on Pinnacle Financial or the financial industry is difficult to
predict before such regulations are adopted.

Pinnacle Financial

We are a bank holding company under the federal Bank Holding Company Act of 1956. As a result, we are subject to
the supervision, examination, and reporting requirements of the Bank Holding Company Act and the regulations of
the Federal Reserve.

Acquisition of Banks. The Bank Holding Company Act requires every bank holding company to obtain the Federal
Reserve’s prior approval before:

●Acquiring direct or indirect ownership or control of any voting shares of any bank if, after the acquisition, the bank
holding company will directly or indirectly own or control more than 5% of the bank’s voting shares;

● Acquiring all or substantially all of the assets of any bank; or

● Merging or consolidating with any other bank holding company.

Additionally, the Bank Holding Company Act provides that the Federal Reserve may not approve any of these
transactions if it would substantially lessen competition or otherwise function as a restraint of trade, or result in or
tend to create a monopoly, unless the anticompetitive effects of the proposed transaction are clearly outweighed by the
public interest in meeting the convenience and needs of the communities to be served. The Federal Reserve is also
required to consider the financial and managerial resources and future prospects of the bank holding companies and
banks concerned; the effectiveness of the company in combatting money laundering; the convenience and needs of the
communities to be served; and the extent  to which the proposal would result in greater or more concentrated risk to
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the United States banking or financial system.

Under the Bank Holding Company Act, as amended by the Dodd-Frank Act, if well-capitalized and well managed, a
bank holding company located in Tennessee may purchase a bank located outside of Tennessee. Conversely, a
well-capitalized and well managed bank holding company located outside of Tennessee may purchase a bank located
inside Tennessee. In each case, however, state law restrictions may be placed on the acquisition of a bank that has
only been in existence for a limited amount of time or will result in specified concentrations of deposits. For example,
Tennessee law currently prohibits a bank holding company from acquiring control of a Tennessee-based financial
institution until the target financial institution has been in operation for three years.
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Change in Bank Control. Subject to various exceptions, the Bank Holding Company Act and the Federal Change in
Bank Control Act, together with related regulations, require Federal Reserve approval prior to any person or company
acquiring “control” of a bank holding company. Control is conclusively presumed to exist if an individual or company
acquires 25% or more of any class of voting securities of the bank holding company. Control is rebuttably presumed
to exist if a person or company acquires 10% or more, but less than 25%, of any class of voting securities and either:

●The bank holding company has registered securities under Section 12 of the Securities Exchange Act of 1934; or

●No other person owns a greater percentage of that class of voting securities immediately after the transaction.

Our common stock is registered under Section 12 of the Securities Exchange Act of 1934. The regulations provide a
procedure for challenge of the rebuttable control presumption.

Permitted Activities. The Gramm-Leach-Bliley Act of 1999 amended the Bank Holding Company Act and expanded
the activities in which bank holding companies and affiliates of banks are permitted to engage. The
Gramm-Leach-Bliley Act eliminated many federal and state law barriers to affiliations among banks and securities
firms, insurance companies, and other financial service providers. Generally, if we qualify and elect to become a
financial holding company, which is described below, we may engage in activities that are:

● Financial in nature;

●Incidental to a financial activity (as determined by the Federal Reserve in consultation with the Secretary of the U.S.
Treasury); or

●Complementary to a financial activity and do not pose a substantial risk to the safety or soundness of depository
institutions or the financial system generally (as determined by the Federal Reserve).

The Gramm-Leach-Bliley Act expressly lists the following activities as financial in nature:

● Lending, trust and other banking activities;

●Insuring, guaranteeing, or indemnifying against loss or harm, or providing and issuing annuities, and acting as
principal, agent, or broker for these purposes, in any state;

● Providing financial, investment, or advisory services;

● Issuing or selling instruments representing interests in pools of assets permissible for a bank to hold directly;

● Underwriting, dealing in or making a market in securities;

●Activities that the Federal Reserve has determined to be so closely related to banking or managing or controlling
banks as to be a proper incident to banking or managing or controlling banks;

●Activities permitted outside of the United States that the Federal Reserve has determined to be usual in connection
with banking or other financial operations abroad;

● Merchant banking through securities or insurance affiliates; and

● Insurance company portfolio investments.

Edgar Filing: PINNACLE FINANCIAL PARTNERS INC - Form 10-K

18



The Gramm-Leach-Bliley Act also authorizes the Federal Reserve, in consultation with the Secretary of the U.S.
Treasury, to determine activities in addition to those listed above that are financial in nature or incidental to such
financial activity. In determining whether a particular activity is financial in nature or incidental or complementary to
a financial activity, the Federal Reserve must consider (1) the purpose of the Bank Holding Company Act and the
Gramm-Leach-Bliley Act, (2) changes or reasonably expected changes in the marketplace in which financial holding
companies compete and in the technology for delivering financial services, and (3) whether the activity is necessary or
appropriate to allow financial holding companies to effectively compete with other financial service providers and to
efficiently deliver information and services.  We have not elected to become a financial holding company as of the
date of this report.
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Under the Bank Holding Company Act, a bank holding company, which has not qualified or elected to become a
financial holding company, is generally prohibited from engaging in or acquiring direct or indirect control of more
than 5% of the voting shares of any company engaged in nonbanking activities unless, prior to the enactment of the
Gramm-Leach-Bliley Act, the Federal Reserve found those activities to be so closely related to banking as to be a
proper incident to the business of banking. Activities that the Federal Reserve has found to be so closely related to
banking as to be a proper incident to the business of banking include:

● Factoring accounts receivable;

● Acquiring or servicing loans;

● Leasing personal property;

● Conducting discount securities brokerage activities;

● Performing selected data processing services;

●Acting as agent or broker in selling credit life insurance and other types of insurance in connection with credit
transactions; and

● Underwriting certain insurance risks of the holding company and its subsidiaries.

Despite prior approval, the Federal Reserve may order a bank holding company or its subsidiaries to terminate any of
these activities or to terminate its ownership or control of any subsidiary when it has reasonable cause to believe that
the bank holding company’s continued ownership, activity or control constitutes a serious risk to the financial safety,
soundness, or stability of any of its bank subsidiaries.

Support of Subsidiary Institutions. Under the Dodd-Frank Act, and previously under Federal Reserve policy, we are
required to act as a source of financial strength for our bank subsidiary, Pinnacle National, and to commit resources to
support Pinnacle National. This support can be required at times when it would not be in the best interest of our
stockholders or creditors to provide it. In the unlikely event of our bankruptcy, any commitment by us to a federal
bank regulatory agency to maintain the capital of Pinnacle National would be assumed by the bankruptcy trustee and
entitled to a priority of payment.

Participation in the Capital Purchase Program of the Troubled Asset Relief Program.  On October 3, 2008, the
Emergency Economic Stabilization Act of 2008 (EESA) became law. On February 17, 2009, President Obama signed
into law the American Recovery and Reinvestment Act of 2009 (ARRA), more commonly known as the economic
stimulus or economic recovery package. ARRA, which amends EESA, includes a wide variety of programs intended
to stimulate the economy and provide for extensive infrastructure, energy, health, and education needs.  Under the
Troubled Asset Relief Program (TARP) authorized by EESA, the U.S. Treasury established a capital purchase
program (CPP) providing for the purchase of senior preferred shares of qualifying U.S. controlled banks, savings
associations and certain bank and savings and loan holding companies. On December 12, 2008, Pinnacle Financial
sold 95,000 shares of Series A preferred stock and warrants to acquire 534,910 shares of common stock to the U.S.
Treasury pursuant to the CPP for aggregate consideration of $95 million. Under ARRA, Pinnacle Financial is
permitted to redeem the preferred shares it sold to the U.S. Treasury without penalty and without the need to raise new
capital, subject to the U.S. Treasury’s consultation with Pinnacle Financial’s and Pinnacle National’s appropriate
regulatory agency.  On June 16, 2009, Pinnacle Financial completed the sale of 8,855,000 shares of its common stock
in a public offering, resulting in net proceeds to Pinnacle Financial of approximately $109.0 million.  As a result, and
pursuant to the terms of the warrants issued to the U.S. Treasury in connection with Pinnacle Financial’s participation
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in the CPP, the number of shares issuable upon exercise of the warrants issued to the U.S. Treasury in connection with
the CPP was reduced by 50%, or 267,455 shares.

During the fourth quarter of 2011, Pinnacle Financial repurchased 25% of the preferred shares originally issued to the
U.S. Treasury under the CPP in a transaction totaling approximately $23.9 million. Following the partial redemption
of preferred shares, 71,250 shares of Series A Preferred stock remain issued and outstanding and held by the U.S.
Treasury.

In connection with Pinnacle Financial’s participation in the CPP, Pinnacle Financial agreed to not pay dividends on its
common stock for three years following consummation of the U.S. Treasury’s investment and to certain limitations on
executive compensation.  For as long as the U.S. Treasury owns any debt or equity securities of Pinnacle Financial
issued in connection with the CPP, Pinnacle Financial will be required to take all necessary action to ensure that its
benefit plans with respect to its senior executive officers comply in all respects with Section 111(b) of EESA, as
amended by ARRA, and the regulations issued and in effect thereunder as of the closing date of the sale of the
preferred shares to the U.S. Treasury, as modified by the U.S. Treasury’s interim final rule related to compensation and
corporate governance issued on June 15, 2009 (the IFR). This means that, among other things, while the U.S. Treasury
owns debt or equity securities issued by Pinnacle Financial in connection with the CPP, Pinnacle Financial must:
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●Ensure that the incentive compensation programs for its senior executive officers do not encourage unnecessary and
excessive risks that threaten the value of Pinnacle Financial;

●Implement a required clawback of any bonus or incentive compensation paid to Pinnacle Financial’s senior executive
officers and next twenty most highly compensated employees based on materially inaccurate financial statements or
any other materially inaccurate performance metric and such employees may not receive any gross up or
reimbursement of taxes owed on any compensation;

●Not make any bonus, incentive or retention payment to any of Pinnacle Financial’s five most highly compensated
employees, except as permitted under the IFR;

●Not make any “golden parachute payment” (as defined in the IFR) to any of Pinnacle Financial’s senior executive
officers or five next most highly compensated employees; and

●Not deduct for tax purposes executive compensation in excess of $500,000 in any one fiscal year for each of Pinnacle
Financial’s senior executive officers.

Pinnacle National

We own one bank - Pinnacle National.  Pinnacle National is a national bank chartered under the federal National Bank
Act. As a result, it is subject to the supervision, examination and reporting requirements of the National Bank Act and
the regulations of the Office of the Comptroller of the Currency (the OCC). The OCC has the authority to approve or
disapprove mergers, the establishment of branches and similar corporate actions.  The OCC regularly examines
national banks like Pinnacle National and in connection with its examinations may identify matters necessary to
improve a bank’s operation in accordance with principles of safety and soundness.  Any matters identified in such
examinations are required to be appropriately addressed by the bank. Pinnacle National is also subject to numerous
state and federal statutes and regulations that will affect its business, activities and operations.

Branching. While the OCC has authority to approve branch applications, national banks are required by the National
Bank Act to adhere to branching laws applicable to state chartered banks in the states in which they are located. With
prior regulatory approval, Tennessee law permits banks based in the state to either establish new or acquire existing
branch offices throughout Tennessee. As a result of the Dodd-Frank Act, Pinnacle National and any other national or
state-chartered bank generally may branch across state lines to the same extent as banks chartered in the state of the
branch.

FDIC Insurance. The FDIC has adopted a risk-based assessment system for insured depository institutions that takes
into account the risks attributable to different categories and concentrations of assets and liabilities. Under the
Dodd-Frank Act, the FDIC has adopted regulations that base deposit insurance assessments on total assets less capital
rather than deposit liabilities and  include off-balance sheet liabilities of institutions and their affiliates in risk-based
assessments.

The Dodd-Frank Act increased the basic limit on federal deposit insurance coverage to $250,000 per depositor. In
addition, non-interest bearing deposit transaction accounts have unlimited FDIC insurance coverage until December
31, 2012. The Dodd-Frank Act also repealed the prohibition on paying interest on demand transaction accounts, but
did not extend unlimited insurance protection for these accounts.

The FDIC may terminate its insurance of deposits if it finds that the institution has engaged in unsafe and unsound
practices, is in an unsafe or unsound condition to continue operations, or has violated any applicable law, regulation,
rule, order or condition imposed by the FDIC.
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Capital Adequacy

Both Pinnacle Financial and Pinnacle National are required to comply with the capital adequacy standards established
by the Federal Reserve, in our case, and the OCC, in the case of Pinnacle National. The Federal Reserve has
established a risk-based and a leverage measure of capital adequacy for bank holding companies. Pinnacle National is
also subject to risk-based and leverage capital requirements adopted by the OCC, which are substantially similar to
those adopted by the Federal Reserve for bank holding companies. In addition, the OCC may require national banks to
maintain capital at levels higher than those required by general regulatory requirements.
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The risk-based capital standards are designed to make regulatory capital requirements more sensitive to differences in
risk profiles among banks and bank holding companies, to account for off-balance-sheet exposure, and to minimize
disincentives for holding liquid assets. Assets and off-balance-sheet items, such as letters of credit and unfunded loan
commitments, are assigned to broad risk categories, each with appropriate risk weights. The resulting capital ratios
represent capital as a percentage of total risk-weighted assets and off-balance-sheet items.

Under Federal Reserve guidelines, the minimum ratio of total capital to risk-weighted assets is 8%. Total capital
consists of two components, Tier 1 capital and Tier 2 capital. Tier 1 capital generally consists of common stock,
minority interests in the equity accounts of consolidated subsidiaries, noncumulative perpetual preferred stock, and a
limited amount of cumulative perpetual preferred stock, less goodwill and other specified intangible assets. The
preferred stock that Pinnacle Financial sold to the U.S. Treasury in connection with the CPP and the trust preferred
securities previously issued by Pinnacle Financial each qualifies as Tier 1 capital, and as described below will
continue to qualify as Tier 1 capital under the Dodd-Frank Act. Under Federal Reserve guidelines, Tier 1 capital must
equal at least 4% of risk-weighted assets. Tier 2 capital generally consists of subordinated debt, other preferred stock,
and a limited amount of loan loss reserves. The total amount of Tier 2 capital is limited to 100% of Tier 1 capital.  For
a holding company to be considered “well-capitalized,” it must maintain a total risk-based capital ratio of at least 10%, a
Tier 1 risk-based capital ratio of at least 6% and not be subject to a written agreement, order or directive to maintain a
specific capital level.

In addition, the Federal Reserve has established minimum leverage ratio guidelines for bank holding companies.
These guidelines provide that a minimum ratio of Tier 1 capital to average assets, less goodwill and other specified
intangible assets, of at least 4% should be maintained for most bank holding companies. The guidelines also provide
that bank holding companies experiencing high internal growth or making acquisitions will be expected to maintain
strong capital positions substantially above the minimum supervisory levels. Furthermore, the Federal Reserve has
indicated that it will consider a bank holding company’s Tier 1 capital leverage ratio, after deducting all intangibles,
and other indicators of capital strength in evaluating proposals for expansion or new activities.

In late 2010, the Basel Committee on Banking Supervision issued Basel III, a new capital framework for banks and
bank holding companies. Basel III will impose a stricter definition of capital, with more focus on common equity for
those banks to which it is applicable. At this time, we do not know whether Basel III, as implemented in the United
States will be applicable to us and Pinnacle National.

The Federal Reserve has recently adopted regulations applicable to bank holding companies with assets over $50
billion that require such holding companies to develop and submit to the Federal Reserve annually capital plans
demonstrating the company’s ability to meet, under various stressed economic conditions and over a nine-quarter
planning horizon, the above-described minimum leverage capital, Tier 1 risk based capital and total risk based capital
requirements, as well as a minimum Tier 1 common capital Ratio (Tier 1 risk based capital less preferred stock and
trust preferred securities) of at least 5%.

The OCC has adopted regulations requiring national banks to meet minimum ratios for leverage capital to assets and
total capital to risk-based assets. The minimum leverage capital ratio is generally 4% and the minimum total risk
based capital ratio is 8%. The OCC can require individual banks to maintain higher minimum ratios, and in the first
quarter of 2010, the OCC established a minimum leverage capital ratio for Pinnacle National of 8% and a minimum
total capital to net based assets ratio of 12%. In the fourth quarter of 2011, the OCC lifted this individual minimum
capital requirement on Pinnacle National although it remains as an internal policy.

Failure to meet statutorily mandated capital guidelines or more restrictive ratios separately established for a financial
institution could subject a bank or bank holding company to a variety of enforcement remedies, including issuance of
a capital directive, the termination of deposit insurance by the FDIC, a prohibition on accepting or renewing brokered
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deposits, limitations on the rates of interest that the institution may pay on its deposits and other restrictions on its
business. As described above, significant additional restrictions can be imposed on FDIC-insured depository
institutions that fail to meet applicable capital requirements.

Additionally, the Federal Deposit Insurance Corporation Improvement Act of 1991 establishes a system of prompt
corrective action to resolve the problems of undercapitalized financial institutions. Under this system, the federal
banking regulators have established five capital categories (well-capitalized, adequately capitalized, undercapitalized,
significantly undercapitalized and critically undercapitalized) into one of which all institutions are placed. Federal
banking regulators are required to take various mandatory supervisory actions and are authorized to take other
discretionary actions with respect to institutions in the three undercapitalized categories. The severity of the action
depends upon the capital category in which the institution is placed. Generally, subject to a narrow exception, the
banking regulator must appoint a receiver or conservator for an institution that is critically undercapitalized. The
federal banking agencies have specified by regulation the relevant capital level for each category.
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Under OCC regulations, a national bank is “well capitalized” if it has a leverage capital ratio of 5% or better, a Tier 1
risk-based capital ratio of 6% or better, a total risk based capital ratio of 10% or better, and is not subject to a
regulatory agreement, order or directive to maintain a specific level for any capital measure. A national bank is
considered “adequately capitalized” if it has a leverage ratio of at least 4%, a Tier 1 risk-based capital ratio of at least
4%, a total risk-based capital ratio of at least 8% and does not meet the definition of a well-capitalized bank. Lower
levels of capital result in a bank being considered undercapitalized, significantly undercapitalized and critically
undercapitalized.

National banks are required to be ‘well capitalized” in order to take advantage of expedited procedures on certain
applications, such as branches and mergers, and to accept and renew brokered deposits without further regulatory
approval.

Federal banking regulators are required to take various mandatory supervisory actions and are authorized to take other
discretionary actions with respect to institutions in the three undercapitalized categories. The severity of the action
depends upon the capital category in which the institution is placed. Generally, subject to a narrow exception, the
banking regulator must appoint a receiver or conservator for an institution that is critically undercapitalized. The
federal banking agencies have specified by regulation the relevant capital level for each category.

An institution that is categorized as undercapitalized, significantly undercapitalized, or critically undercapitalized is
required to submit an acceptable capital restoration plan to its appropriate federal banking agency. In addition, a bank
holding company must guarantee that a subsidiary depository institution meets its capital restoration plan, subject to
various limitations. The controlling holding company’s obligation to fund a capital restoration plan is limited to the
lesser of 5% of an undercapitalized subsidiary’s assets or the amount required to meet regulatory capital requirements.
An undercapitalized institution is also generally prohibited from increasing its average total assets, making
acquisitions, establishing any branches or engaging in any new line of business, except under an accepted capital
restoration plan or with FDIC approval. The regulations also establish procedures for downgrading an institution into
a lower capital category based on supervisory factors other than capital.  As of December 31, 2011, Pinnacle National
would be considered “well-capitalized” by the OCC.

The Dodd-Frank Act contains a number of provisions dealing with capital adequacy of insured depository institutions
and their holding companies, and for the most part will result in insured depository institutions and their holding
companies being subject to more stringent capital requirements. Under the so-called Collins Amendment to the
Dodd-Frank Act, federal regulators have established minimum leverage and risk-based capital requirements for,
among other entities, banks and bank holding companies on a consolidated basis. These minimum requirements
require that a bank holding company maintain a Tier 1 leverage ratio of not less than 4% and a total risk-based capital
ratio of not less than 8%. The Collins Amendment also excludes trust preferred securities issued after May 19, 2010
from being included in Tier 1 capital unless the issuing company is a bank holding company with less than $500
million in total assets. Trust preferred securities issued prior to that date will continue to count as Tier 1 capital for
bank holding companies with less than $15 billion in total assets, and such securities will be phased out of Tier 1
capital treatment for bank holding companies with over $15 billion in total assets over a three-year period beginning
in 2013. The Collins Amendment did not exclude preferred stock issued to the U.S. Treasury through the CPP from
Tier 1 capital treatment. Accordingly, Pinnacle Financial’s trust preferred securities and preferred stock issued to the
U.S. Treasury through the CPP will continue to qualify as Tier 1 capital.

At December 31, 2011, Pinnacle National’s Tier 1 risk-based capital ratio was 12.5%, its total risk-based capital ratio
was 14.0% and its leverage ratio was 10.3%, compared to 11.8%, 13.4 % and 9.2% at December 31, 2010,
respectively.  More information concerning our, and Pinnacle National’s, regulatory ratios at December 31, 2011 is
included in Note 20 to the “Notes to Consolidated Financial Statements” included elsewhere in this Annual Report on
Form 10-K.
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Payment of Dividends

We are a legal entity separate and distinct from Pinnacle National. Since inception, Pinnacle Financial has not paid
dividends to its common stockholders. Over time, the principal source of our cash flow, including cash flow to pay
dividends to our holders of trust preferred securities, holders of the Series A preferred stock we issued to the U.S.
Treasury in connection with the CPP and any potential dividends we may ultimately pay to common stock
stockholders, will be dividends that Pinnacle National pays to us as its sole stockholder. Under Tennessee law, we are
not permitted to pay dividends if, after giving effect to such payment, we would not be able to pay our debts as they
become due in the usual course of business or our total assets would be less than the sum of our total liabilities plus
any amounts needed to satisfy any preferential rights if we were dissolving. In addition, in deciding whether or not to
declare a dividend of any particular size, our board of directors must consider our and Pinnacle National’s current and
prospective capital, liquidity, and other needs.
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In addition to the limitations on our ability to pay dividends under Tennessee law, our ability to pay dividends on our
common stock has also been limited by our participation in the CPP and by certain statutory or regulatory
limitations.  Prior to December 12, 2011, the consent of the U.S. Treasury was required before we could declare or
pay any dividend or make any distribution on our common stock. After December 12, 2011, we are no longer
prohibited from paying dividends on our common stock without the consent of the U.S. Treasury; however, to pay
common dividends, we must be current in the payment of quarterly dividends on the Series A preferred
stock.  Additionally, we have informally committed to the Federal Reserve Bank of Atlanta, that we will not pay
dividends on our preferred stock, including our Series A preferred stock, trust preferred securities or common stock
without the prior consent of the Federal Reserve Bank of Atlanta. Generally, the Federal Reserve indicates that
holding companies that are experiencing financial difficulties generally should eliminate, reduce or defer dividends on
Tier 1 capital instruments, including trust preferred, preferred stock or common stock, if the holding company needs
to conserve capital for safe and sound operation and to serve as a source of strength to its subsidiaries.

Statutory and regulatory limitations also apply to Pinnacle National’s payment of dividends to us.  Pinnacle National is
required by federal law to obtain the prior approval of the OCC for payments of dividends if the total of all dividends
declared by its board of directors in any year will exceed (1) the total of Pinnacle National’s net profits for that year,
plus (2) Pinnacle National’s retained net profits of the preceding two years, less any required transfers to surplus.  As
of January 1, 2012, Pinnacle National could pay dividends to us of $20.8 million. However, we have informally
committed to the Federal Reserve Bank of Atlanta that we will not pay any dividends to Pinnacle Financial from
Pinnacle National without their prior consent. During 2011, Pinnacle National did not pay dividends to Pinnacle
Financial. Generally, federal regulatory policy encourages holding company debt to be serviced by subsidiary bank
dividends or additional equity rather than debt issuances.  Until such time as it receives dividends from Pinnacle
National, Pinnacle Financial anticipates servicing its preferred stock dividend and subordinated indebtedness
requirements from its available cash balances which amounted to approximately $36.5 million at December 31, 2011.

The payment of dividends by Pinnacle National and us may also be affected by other factors, such as the requirement
to maintain adequate capital above statutorily mandated guidelines, or more restrictive requirements imposed on
Pinnacle National or us by our regulators. The federal banking agencies have indicated that paying dividends that
deplete a depository institution’s capital base to an inadequate level would be an unsafe and unsound banking practice.
Under the Federal Deposit Insurance Corporation Improvement Act of 1991, a depository institution may not pay any
dividend if payment would cause it to become undercapitalized or if it already is undercapitalized. Moreover, the
federal agencies have issued policy statements that provide that bank holding companies and insured banks should
generally only pay dividends out of current operating earnings. See “Capital Adequacy” above.

Restrictions on Transactions with Affiliates

Both Pinnacle Financial and Pinnacle National are subject to the provisions of Section 23A of the Federal Reserve
Act. Section 23A places limits on the amount of:

●A bank’s loans or extensions of credit, including purchases of assets subject to an agreement to repurchase, to
affiliates;

● A bank’s investment in affiliates;

●Assets a bank may purchase from affiliates, except for real and personal property exempted by the Federal Reserve;

●The amount of loans or extensions of credit to third parties collateralized by the securities or obligations of affiliates;

●
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Transactions involving the borrowing or lending of securities and any derivative transaction that results in credit
exposure to an affiliate; and

● A bank’s guarantee, acceptance or letter of credit issued on behalf of an affiliate.

The total amount of the above transactions is limited in amount, as to any one affiliate, to 10% of a bank’s capital and
surplus and, as to all affiliates combined, to 20% of a bank’s capital and surplus. In addition to the limitation on the
amount of these transactions, each of the above transactions must also meet specified collateral requirements. Pinnacle
National must also comply with other provisions designed to avoid the taking of low-quality assets.

Pinnacle Financial and Pinnacle National are also subject to the provisions of Section 23B of the Federal Reserve Act
which, among other things, prohibits an institution from engaging in the above transactions with affiliates unless the
transactions are on terms substantially the same, or at least as favorable to the institution or its subsidiaries, as those
prevailing at the time for comparable transactions with nonaffiliated companies.
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Pinnacle National is also subject to restrictions on extensions of credit to its executive officers, directors, principal
stockholders and their related interests. These extensions of credit (1) must be made on substantially the same terms,
including interest rates and collateral, as those prevailing at the time for comparable transactions with third parties,
and (2) must not involve more than the normal risk of repayment or present other unfavorable features.

Community Reinvestment

The Community Reinvestment Act (CRA) requires that, in connection with examinations of financial institutions
within their respective jurisdictions, the Federal Reserve, the OCC or the FDIC shall evaluate the record of each
financial institution in meeting the credit needs of its local community, including low- and moderate-income
neighborhoods. These facts are also considered in evaluating mergers, acquisitions, and applications to open a branch
or facility. Failure to adequately meet these criteria could impose additional requirements and limitations on Pinnacle
National. Additionally, banks are required to publicly disclose the terms of various Community Reinvestment
Act-related agreements. Pinnacle National received a “satisfactory” CRA rating from the OCC on its most recent
regulatory examination.

Privacy

Under the Gramm-Leach-Bliley Act, financial institutions are required to disclose their policies for collecting and
protecting confidential information. Customers generally may prevent financial institutions from sharing personal
financial information with nonaffiliated third parties except for third parties that market the institutions’ own products
and services. Additionally, financial institutions generally may not disclose consumer account numbers to any
nonaffiliated third party for use in telemarketing, direct mail marketing or other marketing through electronic mail to
consumers. Pinnacle National has established a privacy policy to ensure compliance with federal requirements.

Other Consumer Laws and Regulations

Interest and other charges collected or contracted for by Pinnacle National are subject to state usury laws and federal
laws concerning interest rates. For example, under the Soldiers’ and Sailors’ Civil Relief Act of 1940, a lender is
generally prohibited from charging an annual interest rate in excess of 6% on any obligations for which the borrower
is a person on active duty with the United States military. Pinnacle National’s loan operations are also subject to
federal laws applicable to credit transactions, such as the:

● Federal Truth-In-Lending Act, governing disclosures of credit terms to consumer borrowers;

●Home Mortgage Disclosure Act of 1975, requiring financial institutions to provide information to enable the public
and public officials to determine whether a financial institution is fulfilling its obligation to help meet the housing
needs of the community it serves;

●Equal Credit Opportunity Act, prohibiting discrimination on the basis of race, creed or other prohibited factors in
extending credit;

● Fair Credit Reporting Act of 1978, governing the use and provision of information to credit reporting agencies;

●Fair Debt Collection Act, governing the manner in which consumer debts may be collected by collection agencies;

● Bank Secrecy Act, governing how banks and other firms report certain currency transactions and maintain
appropriate safeguards against “money laundering” activities;
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●Soldiers’ and Sailors’ Civil Relief Act of 1940, governing the repayment terms of, and property rights underlying,
secured obligations of persons in active military service; and

●Rules and regulations of the various federal agencies charged with the responsibility of implementing the federal
laws.
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Pinnacle National’s deposit operations are subject to the:

●Right to Financial Privacy Act, which imposes a duty to maintain confidentiality of consumer financial records and
prescribes procedures for complying with administrative subpoenas of financial records; and

● Electronic Funds Transfer Act and Regulation E issued by the Federal Reserve to implement that act, which
govern automatic deposits to and withdrawals from deposit accounts and customers’ rights and liabilities
(including with respect to the permissibility of overdraft charges) arising from the use of automated teller
machines and other electronic banking services.

Anti-Terrorism Legislation

On October 26, 2001, the President of the United States signed the Uniting and Strengthening America by Providing
Appropriate Tools Required to Intercept and Obstruct Terrorism (USA PATRIOT) Act of 2001. Under the USA
PATRIOT Act, financial institutions are subject to prohibitions against specified financial transactions and account
relationships as well as enhanced due diligence and “know your customer” standards in their dealings with foreign
financial institutions and foreign customers.

In addition, the USA PATRIOT Act authorizes the Secretary of the U.S. Treasury to adopt rules increasing the
cooperation and information sharing between financial institutions, regulators, and law enforcement authorities
regarding individuals, entities and organizations engaged in, or reasonably suspected based on credible evidence of
engaging in, terrorist acts or money laundering activities. Any financial institution complying with these rules will not
be deemed to have violated the privacy provisions of the Gramm-Leach-Bliley Act, as discussed above. Pinnacle
National currently has policies and procedures in place designed to comply with the USA PATRIOT Act.

Recent and Proposed Legislation and Regulatory Action

New regulations and statutes are regularly proposed that contain wide-ranging proposals for altering the structures,
regulations and competitive relationships of the nation’s financial institutions. In 2010, the U.S. Congress passed the
Dodd-Frank Act, which includes significant consumer protection provisions related to, among other things, residential
mortgage loans that have increased, and are likely to further increase, our regulatory compliance costs. We expect that
the Dodd-Frank Act will continue to have a negative impact on our earnings through fee reductions, higher costs and
new restrictions.  The ultimate impact of the Dodd-Frank Act on our businesses and results of operations will depend
on regulatory interpretation and rulemaking, as well as the success of any of our actions to mitigate the negative
earnings impact of certain provisions. We cannot predict whether or in what form any proposed regulation or statute
will be adopted or the extent to which our business may be affected by any new regulation or statute. With the
enactments of EESA, AARA and the Dodd-Frank Act and the significant amount of regulations that have been issued
in 2010 and 2011 and that are to come from the passage of that legislation, the nature and extent of the future
legislative and regulatory changes affecting financial institutions and the resulting impact on those institutions is very
unpredictable at this time. The Dodd-Frank Act, in particular, requires that a significant number of new regulations be
adopted by various financial regulatory agencies over 2011 and 2012.

Effect of Governmental Monetary Policies

Our earnings are affected by domestic economic conditions and the monetary and fiscal policies of the United States
government and its agencies. The Federal Reserve’s monetary policies have had, and are likely to continue to have, an
important impact on the operating results of commercial banks through the Federal Reserve’s statutory power to
implement national monetary policy in order, among other things, to curb inflation or combat a recession. The Federal
Reserve, through its monetary and fiscal policies, affects the levels of bank loans, investments and deposits through its
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control over the issuance of United States government securities, its regulation of the discount rate applicable to
member banks and its influence over reserve requirements to which member banks are subject. We cannot predict the
nature or impact of future changes in monetary and fiscal policies.
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ITEM 1A.  RISK FACTORS

Investing in our common stock involves various risks which are particular to our company, our industry and our
market area. If any of the following risks were to occur, we may not be able to conduct our business as currently
planned and our financial condition or operating results could be negatively impacted.  These matters could cause the
trading price of our common stock to decline in future periods.

Negative developments in the U.S. and local economy and in local real estate markets have adversely impacted our
results and may continue to adversely impact our results in the future.

Economic conditions in the markets in which we operate deteriorated significantly between early 2008 and the middle
of 2010. As a result, we incurred significant losses in 2009 and the first half of 2010 and have continued to experience
reduced earnings since that period as compared to our historical level of performance. These challenges resulted
primarily from provisions for loan losses and other real estate expense related to declining collateral values in our real
estate loan portfolio and increased costs associated with our portfolio of other real estate owned. Although economic
conditions began to stabilize in our markets in the second half of 2010 and throughout 2011 and we began to refocus
our efforts on growing our earning assets, we believe that we will continue to experience a somewhat, albeit less,
challenging economic environment in 2012. Accordingly, we expect that our results of operations will continue to be
negatively impacted by economic conditions, including reduced loan demand, in 2012. There can be no assurance that
the economic conditions that have adversely affected the financial services industry, and the capital, credit and real
estate markets, generally, or us in particular, will improve materially, or at all, in the near future, or thereafter, in
which case we could continue to experience reduced earnings or again experience significant losses and write-downs
of assets, and could face capital and liquidity constraints or other business challenges.

Our loan portfolio includes a meaningful amount of real estate construction and development loans, which have a
greater credit risk than residential mortgage loans.

Although we have made meaningful progress over the last two years in reducing our concentration of real estate
construction and development loans, the percentage of these loans in Pinnacle National’s portfolio was approximately
8.3% of total loans at December 31, 2011. These loans make up approximately 27.1% of our non-performing loans at
December 31, 2011. This type of lending is generally considered to have relatively high credit risks because the
principal is concentrated in a limited number of loans with repayment dependent on the successful completion and
operation of the related real estate project. The credit quality of many of these loans has deteriorated as a result of the
current adverse conditions in the real estate market. The continued depression in residential real estate market prices
and demand could result in further price reductions in home and land values adversely affecting the value of collateral
securing the construction and development loans that we hold. These adverse economic and real estate market
conditions may lead to further increases in non-performing loans and other real estate owned, increased losses and
expenses from the management and disposition of non-performing assets, increases in provision for loan losses, and
increases in operating expenses as a result of the allocation of management time and resources to the collection and
work out of loans, all of which would negatively impact our financial condition and results of operations.

We have a concentration of credit exposure to borrowers in certain industries, and we also target small to
medium-sized businesses.

At December 31, 2011, we had significant credit exposures to borrowers in certain businesses, including commercial
and residential building lessors, new home builders, and land subdividers. These industries continue to experience
adversity as a result of the continued sluggish economic conditions, and, as a result, an increased level of borrowers in
these industries have been unable to perform their obligations under their existing loan agreements with us, or have
suffered loan downgrades which has negatively impacted our results of operations. If the economic environment in
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our markets does not improve significantly in 2012 or beyond, these industry concentrations could result in higher
than normal deterioration in credit quality, past dues, loan charge offs and collateral value declines, which could cause
our earnings to be negatively impacted. Furthermore, any of our large credit exposures that deteriorate unexpectedly
could cause us to have to make significant additional loan loss provisions, negatively impacting our earnings.
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A substantial focus of our marketing and business strategy is to serve small to medium-sized businesses in the
Nashville and Knoxville MSAs. As a result, a relatively high percentage of our loan portfolio consists of commercial
loans primarily to small to medium-sized businesses. At December 31, 2011, our commercial and industrial loans
accounted for almost 34.8% of our total loans up from 31.5% at December 31, 2010. Additionally, approximately,
17.7% of our loans at December 31, 2011 are owner-occupied commercial real estate loans, which are loans to
businesses secured by the businesses’ real estate. We expect to seek to expand the amount and percentage of such loans
in our portfolio in 2012. During periods of economic weakness like those we are currently experiencing, small to
medium-sized businesses may be impacted more severely and more quickly than larger businesses. Consequently, the
ability of such businesses to repay their loans may deteriorate, and in some cases this deterioration may occur quickly,
which would adversely impact our results of operations and financial condition.

We are geographically concentrated in the Nashville, Tennessee and Knoxville, Tennessee MSAs, and changes in
local economic conditions impact our profitability.

We currently operate primarily in the Nashville, Tennessee and Knoxville, Tennessee MSAs, and most of our loan,
deposit and other customers live or have operations in these areas. Accordingly, our success significantly depends
upon the growth in population, income levels, deposits and housing starts in these markets, along with the continued
attraction of business ventures to the areas, and our profitability is impacted by the changes in general economic
conditions in these markets. Economic conditions in the Nashville and Knoxville MSAs remained sluggish during
2011, negatively affecting our operations, particularly the real estate construction and development segment of our
loan portfolio. We cannot assure you that economic conditions, including loan demand, in our markets will improve
during 2012 or thereafter, and in that case, we may not be able to grow our loan portfolio in line with our expectations,
the ability of our customers to repay their loans to us may be negatively impacted and our financial condition and
results of operations could be negatively impacted.

Compared to regional or national financial institutions, we are less able to spread the risks of unfavorable local
economic conditions across a large number of diversified economies. Moreover, we cannot give any assurance that we
will benefit from any market growth or return of more favorable economic conditions in our primary market areas if
they do occur.

If our allowance for loan losses is not sufficient to cover actual loan losses, our earnings will decrease.

If  loan customers with significant loan balances fail to repay their loans, our earnings and capital levels will suffer.
We make various assumptions and judgments about the probable losses in our loan portfolio, including the
creditworthiness of our borrowers and the value of any collateral securing the loans. We maintain an allowance for
loan losses to cover our estimate of the probable losses in our loan portfolio. In determining the size of this allowance,
we utilize estimates  based on analyses of volume and types of loans, internal loan classifications, trends in
classifications, volume and trends in delinquencies, nonaccruals and charge-offs, loss experience of various loan
categories, national and local economic conditions, industry and peer bank loan quality indications, and other
pertinent factors and information. If our assumptions are inaccurate, our current allowance may not be sufficient to
cover potential loan losses, and additional provisions may be necessary which would decrease our earnings.

In addition, federal and state regulators periodically review our loan portfolio and may require us to increase our
allowance for loan losses or recognize loan charge-offs. Their conclusions about the quality of a particular borrower or
our entire loan portfolio may be different than ours. Any increase in our allowance for loan losses or loan charge offs
as required by these regulatory agencies could have a negative effect on our operating results. Moreover, additions to
the allowance may be necessary based on changes in economic and real estate market conditions, new information
regarding existing loans, identification of additional problem loans and other factors, both within and outside of our
management’s control. These additions may require increased provision expense which would negatively impact our
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results of operations.

We have increased levels of other real estate owned, primarily as a result of foreclosures, and we anticipate higher
levels of foreclosed real estate expense.

As we have acted to resolve non-performing real estate loans, we have increased the level of foreclosed properties,
primarily those acquired from builders and from residential land developers. Foreclosed real estate expense consists of
three types of charges: maintenance costs, valuation adjustments to appraisal values and gains or losses on disposition.
As levels of other real estate owned increase and also as local real estate values decline, these charges will increase,
negatively impacting our results of operations.
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The effectiveness of our asset management activities are critical to our ability to improve, resolve or liquidate
nonperforming loans and other real estate owned and thereby reduce loan losses and other real estate expense.

Over the last several years, we have undertaken various initiatives to enhance our credit review, loan administration
and special asset management and administration procedures, and believe that these enhancements have begun to
reduce the levels of our problem and potential problem assets.  However, continued improvement is dependent to a
degree on the market conditions and other factors beyond our control and if we are unable to successfully manage our
problem and potential problem assets in a timely matter, we could experience materially increased loan losses and
other real estate expense.

We are dependent on our information technology and telecommunications systems and third-party servicers, and
systems failures, interruptions or breaches of security could have an adverse effect on our financial condition and
results of operations.

Our operations rely on the secure processing, storage and transmission of confidential and other information in our
computer systems and networks. Although we take protective measures and endeavor to modify these systems as
circumstances warrant, the security of our computer systems, software and networks may be vulnerable to breaches,
unauthorized access, misuse, computer viruses or other malicious code and other events that could have a security
impact.  We outsource many of our major systems, such as data processing, loan servicing and deposit processing
systems. The failure of these systems, or the termination of a third-party software license or service agreement on
which any of these systems is based, could interrupt our operations. Because our information technology and
telecommunications systems interface with and depend on third-party systems, we could experience service denials if
demand for such services exceeds capacity or such third-party systems fail or experience interruptions. If sustained or
repeated, a system failure or service denial could result in a deterioration of our ability to process new and renewal
loans, gather deposits and provide customer service, compromise our ability to operate effectively, damage our
reputation, result in a loss of customer business and/or subject us to additional regulatory scrutiny and possible
financial liability, any of which could have a material adverse effect on our financial condition and results of
operations.

In addition, we provide our customers the ability to bank remotely, including online over the Internet. The secure
transmission of confidential information is a critical element of remote banking. Our network could be vulnerable to
unauthorized access, computer viruses, phishing schemes, spam attacks, human error, natural disasters, power loss and
other security breaches. We may be required to spend significant capital and other resources to protect against the
threat of security breaches and computer viruses, or to alleviate problems caused by security breaches or viruses. To
the extent that our activities or the activities of our customers involve the storage and transmission of confidential
information, security breaches and viruses could expose us to claims, litigation and other possible liabilities. Any
inability to prevent security breaches or computer viruses could also cause existing customers to lose confidence in
our systems and could adversely affect our reputation, results of operations and ability to attract and maintain
customers and businesses. In addition, a security breach could also subject us to additional regulatory scrutiny, expose
us to civil litigation and possible financial liability and cause reputational damage.

Environmental liability associated with commercial lending could result in losses.

In the course of business, Pinnacle National may acquire, through foreclosure, properties securing loans it has
originated or purchased which are in default. Particularly in commercial real estate lending, there is a risk that
hazardous substances could be discovered on these properties. In this event, we, or Pinnacle National, might be
required to remove these substances from the affected properties at our sole cost and expense. The cost of this removal
could substantially exceed the value of affected properties. We may not have adequate remedies against the prior
owner or other responsible parties and could find it difficult or impossible to sell the affected properties. These events

Edgar Filing: PINNACLE FINANCIAL PARTNERS INC - Form 10-K

38



could have a material adverse effect on our business, results of operations and financial condition.

National or state legislation or regulation may increase our expenses and reduce earnings.

Federal bank regulators are increasing regulatory scrutiny, and additional restrictions (including those originating
from the Dodd-Frank Act) on financial institutions have been proposed or adopted by regulators and by Congress.
Changes in tax law, federal legislation, regulation or policies, such as bankruptcy laws, deposit insurance, consumer
protection laws, and capital requirements, among others, can result in significant increases in our expenses and/or
charge-offs, which may adversely affect our earnings. Changes in state or federal tax laws or regulations can have a
similar impact. Many state and municipal governments, including the State of Tennessee, are under financial stress
due to the economy.  As a result, these governments could seek to increase their tax revenues through increased tax
levies which could have a meaningful impact on our results of operations.  Furthermore, financial institution
regulatory agencies are expected to continue to be very aggressive in responding to concerns and trends identified in
examinations, including the continued issuance of additional formal or informal enforcement or supervisory
actions.   These actions, whether formal or informal, could result in our agreeing to limitations or to take actions that
limit our operational flexibility, restrict our growth or increase our capital or liquidity levels. Failure to comply with
any formal or informal regulatory restrictions, including informal supervisory actions, could lead to further regulatory
enforcement actions. Negative developments in the financial services industry and the impact of recently enacted or
new legislation in response to those developments could negatively impact our operations by restricting our business
operations, including our ability to originate or sell loans, and adversely impact our financ
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