2014 ANNUAL REPORT

Fulton Financial Corporation

FULTON FINANCIAL
CORPORATION




05 06 07 08 09 10 11 12 13 14
05 06 07 08 09 10 11 12 13 14

05 06 07 08 09 10 11 12 13 14

2,200

[0] <

£ 23 4 @ —
9] 25

m S5 c 9 25 MW

£_=3 Go 0% w=

2 2ED ES2=3 070

zE2ES Es>SED SED

S&IE%s

(2005-2014)

10 YEARS IN REVIEW

05 06 07 08 09 10 11 12 13 14
05 06 07 08 09 10 11 12 13 14

05 06 07 08 09 10 11 12 13 14

w0
+ < (%]

12} wn — 0
558 53858 2558
All” m e.HIH &lch
—_— = v = o =
E08-8 mmMm.m @b.m

C = C
LR E% OHhO£ED althes



Dear Shareholdet,

2014 was a year of ongoing challenges for much

of the financial services industry. The slow

pace of the economic recovery hindered efforts

to grow loans and a continuing low interest

rate environment produced net interest margin
compression. Heightened regulatory scrutiny
necessitated sustained and significant investments in
compliance and risk-monitoring programs. Evolving
customer preferences and usage patterns continued
to influence the channels through which financial
services are delivered. Accordingly, much of the
industry is working to reinvent itself to keep pace
with significant change.

Our company experienced similar challenges. For
us, the most significant headwind of 2014 was the
persistently low interest rate environment: lower loan
yields resulted in year-over-year margin compression
and lower net interest income. Earnings were also
negatively impacted by a reduction in mortgage
banking income. However, we were pleased to

see good growth in core deposits and steady
improvement in overall asset quality.

For the year ended December 31, 2014, diluted
earnings per share was 84 cents, a 1.2% increase over
the 83 cents we reported in 2013. The book value
of our stock as of December 31, 2014 increased
4.2% as compared to December 31, 2013. Net
income was $157.9 million, a decrease of 2.4% from
2013. Net interest income decreased $12.3 million,
or 2.3%, compared to 2013, while the net interest
margin decreased 11 basis points, to 3.39%. Non-
interest income, excluding investment securities
gains, decreased $14.3 million, or 8.0%, compared to
2013, while non-interest expense also decreased, by
$2.2 million, or 0.5%.

For the year, our return on average assets was 0.93%
and our return on average common shareholders’
equity (tangible)' was 10.31%. Quality earning asset
growth remains a top priority. Full-year growth

in average loans was $306.7 million, or 2.4%, in
comparison to 2013, a level which was just short of
our target range.

From a funding standpoint, overall average deposit
growth outpaced our loan growth. We were
particularly pleased with the year-over-year increase
in our core deposits. Average deposits for the year
ended December 31, 2014 increased $394.5 million,
or 3.2%, compared to 2013.

Over the last several years, we have reported steady
improvement in asset quality, and 2014 was no
exception. Non-performing loans decreased $15.8
million, or 10.2%, in comparison to 2013. We were
able to reduce our provision for credit losses by
$28.0 million, or 69.1% in 2014, and we saw broad
improvement across all credit metrics. Although
significant further reductions in our provision

for credit losses are unlikely, going forward, we
expect credit quality to show further improvement
consistent with the pace we realized during 2014.

Strategically, the deployment of our capital for

the enhancement of long-term shareholder value
remains one of our highest priorities. In December,
we paid a special cash dividend of two cents per
share, bringing our total dividends paid in 2014 to

34 cents per share, an increase of 6.3% over those
paid in 2013. We also worked to deliver shareholder
value through open market share repurchases during
the first and third quarters of 2014, with repurchases
from those programs totaling 8 million shares.

In addition, in the fourth quarter of 2014, we issued
$100 million of subordinated debt that funded a
$100 million accelerated share repurchase agreement.
In total, in 2014, the Corporation repurchased

14.5 million, or 7.5%, of its shares outstanding as

of December 31, 2013. These actions will have a
positive impact on future earnings per share and on
our return on equity.



In 2014 and early in 2015, we received
enforcement actions from bank and holding
company regulators. Each of these actions
was related to the same issue: deficiencies in
the company’s Bank Secrecy Act/Anti-Money
Laundering (BSA/AML) compliance program.
Over the past few years, we have devoted
considerable resources to building a compliant
and sustainable BSA/AML compliance program
that will serve us well into the future. We are
continuing with our efforts to enhance these
programs to enable us to successfully comply
with all regulations in this area and meet the
expectations of our regulators.

Despite the significant investments we have
made in our BSA/AML program and in other
regulatory and compliance activities, we were
able to decrease our non-interest expenses in
2014. You may recall that in early 2014, we
consolidated 13 branches, reorganized our
regional management structure and made
changes to our employee benefit programs.
These factors all contributed to our year-over-
year expense reduction.

We review our branch infrastructure frequently,
with an emphasis on creating efficiencies
within that network. Branches continue to be
an important service delivery channel, but the
type of services we deliver at those locations is
evolving. An increasing number of customers
now handle many of their routine transactions
through other means — ATMs, telephone
banking, online and mobile banking and remote
deposit capture. However, many customers
still prefer to visit a branch for more complex
financial needs such as consumer and mortgage
loans, investment advice and various business
services. With customers visiting our branches
less frequently, we find that we can, in some
cases, continue to meet customer expectations
for convenient access to our branch network
with fewer branch locations than in the past.

The results from our 2014 branch
consolidations support these observations.
When we measured retention among customers
who had banked at one of the 13 branches

we consolidated, that retention remained the
same as at other branches that were unaffected
by consolidation. In fact, as of December

31, 2014, we had retained 96% of the retail
customers and 92% of the commercial
customers of those branches. In addition, we
were able to find other positions within our
company for 56 out of the 70 employees whose
positions were eliminated as a result of those
consolidations. The cost savings from the
consolidations of these 13 branches was $2.5
million in 2014.

We had two leadership changes to note. At the
end of 2014, Jim Shreiner, Senior Executive
Vice President and a member of our senior
management team, retired after nearly 40 years
of service to our company. During Jim’s tenure
at Fulton, he was instrumental in performing a
number of roles that supported and contributed
to the growth and success of our organization.
We thank Jim for his leadership, and we wish
him well in his retirement.

And in 2015, the Hon. Craig A. Dally will
conclude his board service when his term

ends at our Annual Meeting of Shareholders,
in order to comply with recently adopted

rules that restrict Pennsylvania judges from
serving as a director of a business entity. Judge
Dally has served as a member of the Fulton
Financial Corporation board since 2000, and
he has served on the board of our banking
subsidiary, Lafayette Ambassador Bank, since
1990. We appreciate Judge Dally’s dedication to
the Pennsylvania communities he serves in his
role as judge, and we thank him for his many
years of service to our company and to the
communities in which we operate.



Looking ahead, we will continue to focus

on the build-out of our compliance, risk
management and technology infrastructures
and other initiatives that drive operational
excellence. One example of an initiative
that is geared to improving our overall
operational excellence is our development
of plans to seek regulatory approval to
begin consolidating our six subsidiary banks.
After completing this process, we expect to
conduct our core banking business through
a single subsidiary bank. The timing of the
commencement of this multi-year process
will depend on our making necessary progress
in enhancing our BSA/AML compliance
program and establishing, to the satisfaction
of our regulators, that those enhancements
are sustainable to achieve compliance with
the regulatory enforcement actions related to
deficiencies in the BSA/AML

compliance program.

In the second quarter of 2015, we plan to
consolidate nine additional branches. We
expect to incur implementation costs of
approximately $1.5 million in consolidating
these branches and, once the process is
complete, to realize annualized expense
savings of approximately $2.4 million. We are
working hard to achieve the high customer
and staff retention rates we had experienced
with the 2014 consolidations.

We have also made additional cost-saving
modifications to our employee benefit
programs in 2015. These changes mainly focus
on standardizing the benefit levels for all of
our employees and are expected to produce

an additional $2.2 million in annualized cost

reduction.

In 2015, our entire team will continue to
take the steps needed to achieve our targeted
organic growth and transform our company,
embracing the inevitable changes required
to remain competitive in our industry, and
retaining those elements of our culture that
are critical to delivering on our customer
promise. The steps we have taken over

the past two years, and those we will take

in the next few years, are part of the vital
transformation process that will position
our company to prosper in today’s financial
services environment and beyond.

While the ways in which we deliver financial
services continue to change, the core values
on which this company was built remain
constant. So does our focus on using all the
tools available to us, including the continued
prudent deployment of our capital, to provide
an appropriate return to you, our shareholder.

Thank you for your investment in Fulton
Financial Corporation.

E. Philip Wenger
Chairman, President and CEO

'Return on average common shareholders” equity (tangible) is a non-GAAP
financial measure. Please refer to the section entitled, “Supplemental Reporting
of Non-GAAP-Based Financial Measures” which appears in the Form 10-K
that accompanies this letter for a reconciliation of this measure to the most
comparable GAAP measure.

This letter contains forward-looking statements regarding Fulton’s finan-

cial condition and results of operations. Please refer to the section titled
“Forward-Looking Statements” under Item 7, Management’s Discussion and
Analysis of Financial Condition and Results of Operations, in the Form 10-K
that accompanies this letter for information regarding how forward-looking
statements can be identified, and factors that could cause actual results to differ
materially from those expressed in the forward-looking statements.
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PART I

Item 1. Business
General

Fulton Financial Corporation (the Corporation) was incorporated under the laws of Pennsylvania on February 8, 1982 and became
a bank holding company through the acquisition of all of the outstanding stock of Fulton Bank on June 30, 1982. In 2000, the
Corporation became a financial holding company as defined in the Gramm-Leach-Bliley Act (GLB Act), which allowed the
Corporation to expand its financial services activities under its holding company structure (See "Competition" and "Supervision
and Regulation"). The Corporation directly owns 100% of the common stock of six community banks and ten non-bank entities.
As of December 31, 2014, the Corporation had approximately 3,560 full-time equivalent employees.

The common stock of Fulton Financial Corporation is listed for quotation on the Global Select Market of The NASDAQ Stock
Market under the symbol FULT. The Corporation’s Internet address is www.fult.com. Electronic copies of the Corporation’s 2014
Annual Report on Form 10-K are available free of charge by visiting "Investor Relations" at www.fult.com. Electronic copies of
quarterly reports on Form 10-Q and current reports on Form 8-K are also available at this Internet address. These reports, as well
as any amendments thereto, are posted on the Corporation's website as soon as reasonably practicable after they are electronically
filed with the Securities and Exchange Commission (SEC).

Bank and Financial Services Subsidiaries

The Corporation’s six subsidiary banks are located primarily in suburban or semi-rural geographical markets throughout a five-
state region (Pennsylvania, Delaware, Maryland, New Jersey and Virginia). Each of these banking subsidiaries delivers financial
services in a highly personalized, community-oriented style. The Corporation has announced that it is developing plans to seek
regulatory approval to begin the process of consolidating its six subsidiary banks. This process is expected to eventually result in
the Corporation conducting its core banking business through a single subsidiary bank. The timing of the commencement of this
multi-year process will depend significantly on the Corporation and its banking subsidiaries making necessary progress in enhancing
a largely centralized compliance program designed to comply with the requirements of the Bank Secrecy Act, the USA Patriot
Act of 2001 and related anti-money laundering regulations, and establishing, to the satisfaction of the Corporation’s banking
regulatory agencies, that those enhancements are sustainable to achieve compliance with the regulatory enforcement orders issued
to the Corporation and its subsidiary banks by their respective banking regulatory agencies relating to identified deficiencies in
that compliance program. Where appropriate, operations are centralized through common platforms and back-office functions.

The Corporation’s subsidiary banks are located in areas that are home to a wide range of manufacturing, distribution, health care
and other service companies. The Corporation and its banks are not dependent upon one or a few customers or any one industry,
and the loss of any single customer or a few customers would not have a material adverse impact on any of the subsidiary banks.

Each of the subsidiary banks offers a full range of consumer and commercial banking products and services in its local market
area. Personal banking services include various checking account and savings deposit products, certificates of deposit and individual
retirement accounts. The subsidiary banks offer a variety of consumer lending products to creditworthy customers in their market
areas. Secured consumer loan products include home equity loans and lines of credit, which are underwritten based on loan-to-
value limits specified in the Corporation's lending policy. Subsidiary banks also offer a variety of fixed and variable-rate products,
including construction loans and jumbo loans. Residential mortgages are offered through Fulton Mortgage Company, which
operates as a division of each subsidiary bank. Consumer loan products also include automobile loans, automobile and equipment
leases, personal lines of credit and checking account overdraft protection.

Commercial banking services are provided to small and medium sized businesses (generally with sales of less than $150 million)
in the subsidiary banks’ market areas. The Corporation's policies limit the maximum total lending commitment to an individual
borrower to $50.0 million as of December 31, 2014, which is below the Corporation’s regulatory lending limit. In addition, the
Corporation has established lower total lending limits for certain types of lending commitments, and also based on the Corporation's
internal risk rating of the borrower. Commercial lending products include commercial, financial, agricultural and real estate loans.
Floating, adjustable and fixed rate loans are provided, with floating and adjustable rate loans generally tied to an index such as
the Prime Rate or the London Interbank Offered Rate. The commercial lending policy of the Corporation's subsidiary banks
encourages relationship banking and provides strict guidelines related to customer creditworthiness and collateral requirements
for secured loans. In addition, equipment leasing, letters of credit, cash management services and traditional deposit products are
offered to commercial customers.

Investment management, trust, brokerage, insurance and investment advisory services are offered to consumer and commercial
banking customers in the market areas serviced by the Corporation's subsidiary banks by the Corporation's Fulton Bank, N.A.
subsidiary bank.



The Corporation’s subsidiary banks deliver their products and services through traditional branch banking, with a network of full
service branch offices. Electronic delivery channels include a network of automated teller machines, telephone banking, mobile
banking and online banking. The variety of available delivery channels allows customers to access their account information and
perform certain transactions, such as transferring funds and paying bills, at virtually any hour of the day.

The following table provides certain information for the Corporation’s banking subsidiaries as of December 31, 2014:

Subsidiary M oeation Asets __ Depostts _ _Branches (1)
(dollars in millions)

Fulton Bank, N.A. Lancaster, PA $ 9,489 $ 7,242 115
Fulton Bank of New Jersey Mt. Laurel, NJ 3,473 2,908 70
The Columbia Bank Columbia, MD 2,090 1,642 33
Lafayette Ambassador Bank Bethlehem, PA 1,421 1,158 21
FNB Bank, N.A. Danville, PA 340 269 8
Swineford National Bank Middleburg, PA 308 257 7

254

(1) Remote service facilities (mainly stand-alone automated teller machines) are excluded. See additional information in "Item 2. Properties."

Non-Bank Subsidiaries

The Corporation owns 100% of the common stock of six non-bank subsidiaries, which are consolidated for financial reporting
purposes: (i) Fulton Reinsurance Company, LTD, which engages in the business of reinsuring credit life and accident and health
insurance directly related to extensions of credit by the banking subsidiaries of the Corporation; (ii) Fulton Financial Realty
Company, which holds title to or leases certain properties upon which Corporation branch offices and other facilities are located;
(iii) Central Pennsylvania Financial Corp., which owns limited partnership interests in partnerships invested primarily in low and
moderate income housing projects; (iv) FFC Management, Inc., which owns certain investment securities and other passive
investments; (v) FFC Penn Square, Inc., which owns trust preferred securities issued by a subsidiary of Fulton Bank, N.A; and
(vi) Fulton Insurance Services Group, Inc., which engages in the sale of various life insurance products.

The Corporation owns 100% of the common stock of four non-bank subsidiaries which are not consolidated for financial reporting
purposes. The following table provides information for these non-bank subsidiaries, whose sole assets consist of junior subordinated
deferrable interest debentures issued by the Corporation, as of December 31, 2014 (dollars in thousands):

Subsidiary State of Incorporation Total Assets
Fulton Capital TIUSE L......ceoveiiieieieieieieieieietetestete ettt eaessesesseseneeseseesesesessenens Pennsylvania $ 154,640
Columbia Bancorp Statutory TTUSE........ccceviruirerenieieieieeneneeeeene e Delaware 6,186
Columbia Bancorp Statutory Trust IL...........cccoooieriiiiiriieieiieieeeeeeee e Delaware 4,124
Columbia Bancorp Statutory Trust TIL.........ccccooiiiiiiiiiieee e Delaware 6,186
Competition

The banking and financial services industries are highly competitive. Within its geographic region, the Corporation’s subsidiaries
face direct competition from other commercial banks, varying in size from local community banks to larger regional and national
banks, credit unions and non-bank entities. As a result of electronic delivery channels, the subsidiary banks also face competition
from financial institutions that do not have a physical presence in the Corporation’s geographic markets.

The industry is also highly competitive due, in part, to the GLB Act. As a result of the GLB Act, there is a great deal of competition
from many types of entities for customers that were traditionally served only by the banking industry. Under the GLB Act, banks,
insurance companies and securities firms may affiliate under a financial holding company structure, allowing expansion into non-
banking financial services activities that were previously restricted. These activities include a full range of banking, securities and
insurance activities, including securities and insurance underwriting, issuing and selling annuities and merchant banking activities.
While the Corporation does not currently engage in many of these activities, the ability to do so generally enhances the ability of
financial holding companies to compete more effectively.



Market Share

Deposit market share information is compiled as of June 30 of each year by the Federal Deposit Insurance Corporation (FDIC).
The Corporation’s banks maintain branch offices in 52 counties across five states. In 16 of these counties, the Corporation ranked
in the top 5 in deposit market share (based on deposits as of June 30, 2014). The following table summarizes information about
the counties in which the Corporation has branch offices and its market position in each county.

No. of Financial

Deposit Market Share

Institutions (June 30, 2014)
Population Banks/ Credit
County State (2014 Est.) Banking Subsidiary Thrifts Unions Rank %

Lancaster .............. PA 534,000 Fulton Bank, N.A. 20 14 2 24.2%
Berks....oovvvennnenn. PA 414,000 Fulton Bank, N.A. 19 12 8 4.0%
Bucks.......ccue........ PA 628,000 Fulton Bank, N.A. 37 19 17 1.8%
Centre. ................... PA 156,000 Fulton Bank, N.A. 18 4 14 2.0%
Chester.................. PA 514,000 Fulton Bank, N.A. 34 9 10 3.4%
Columbia............... PA 67,000 FNB Bank, N.A. 6 2 5 4.2%
Cumberland .......... PA 244,000 Fulton Bank, N.A. 18 6 14 1.6%
Dauphin................ PA 272,000 Fulton Bank, N.A. 16 9 7 4.0%
Delaware............... PA 564,000 Fulton Bank, N.A. 31 17 29 0.2%
Lebanon................ PA 136,000 Fulton Bank, N.A. 12 6 1 31.5%
Lehigh................... PA 357,000 Lafayette Ambassador Bank 22 13 12 3.5%
Lycoming.............. PA 117,000 FNB Bank, N.A. 11 10 14 0.8%
Montgomery......... PA 818,000 Fulton Bank, N.A. 42 34 26 0.4%
Montour................ PA 19,000 FNB Bank, N.A. 5 3 2 25.0%
Northampton......... PA 301,000 Lafayette Ambassador Bank 17 12 3 13.6%
Northumberland ... PA 94,000 FNB Bank, N.A. 18 4 9 3.9%

Swineford National Bank 4 1.9%
Schuylkill ............. PA 146,000 Fulton Bank, N.A. 16 3 9 4.1%
Snyder................... PA 40,000 Swineford National Bank 8 1 2 26.2%
Union........cccouu..... PA 45,000 Swineford National Bank 8 3 4 6.7%
York...ooooieoieiinnnnnn PA 441,000 Fulton Bank, N.A. 16 13 4 10.2%
New Castle ........... DE 555,000 Fulton Bank, N.A. 15 23 14 0.2%
SUSSEX ...vvvveeiieennns DE 211,000 Fulton Bank, N.A. 15 5 3 7.8%
Anne Arundel....... MD 564,000 The Columbia Bank 30 12 27 0.3%
Baltimore.............. MD 831,000 The Columbia Bank 39 19 23 0.7%
Baltimore City ...... MD 622,000 The Columbia Bank 30 17 13 0.4%
Cecil cooovereinnn. MD 102,000 The Columbia Bank 7 4 3 12.6%
Frederick............... MD 245,000 The Columbia Bank 18 5 17 0.7%
Howard................. MD 313,000 The Columbia Bank 19 6 4 9.3%
Montgomery......... MD 1,036,000 The Columbia Bank 35 25 36 0.2%
Prince George's..... MD 902,000 The Columbia Bank 19 26 22 0.6%
Washington........... MD 150,000 The Columbia Bank 14 4 2 20.0%
Atlantic................. NJ 277,000 Fulton Bank of New Jersey 16 8 12 1.2%
Burlington............. NJ 451,000 Fulton Bank of New Jersey 21 13 17 0.9%
Camden................. NJ 512,000 Fulton Bank of New Jersey 20 11 12 2.1%
Cumberland.......... NJ 157,000 Fulton Bank of New Jersey 12 5 11 1.8%
Gloucester............. NJ 291,000 Fulton Bank of New Jersey 22 6 2 13.3%



No. of Financial Deposit Market Share

Institutions (June 30, 2014)
Population Banks/ Credit

County State (2014 Est.) Banking Subsidiary Thrifts Unions Rank %
Hunterdon............. NI 126,000 Fulton Bank of New Jersey 16 7 11 2.5%
Mercer ........coue... NJ 372,000 Fulton Bank of New Jersey 26 21 21 0.9%
Middlesex............. NJ 838,000 Fulton Bank of New Jersey 46 30 33 0.3%
Monmouth ............ NJ 629,000 Fulton Bank of New Jersey 28 11 27 0.5%
Mortis .......ooeeeen. NI 502,000 Fulton Bank of New Jersey 31 18 15 1.3%
Ocean.......ccccuee.e. NJ 587,000 Fulton Bank of New Jersey 21 7 17 0.7%
Salem.......cocc....... NJ 65,000 Fulton Bank of New Jersey 8 4 1 25.1%
Somerset............... NJ 334,000 Fulton Bank of New Jersey 30 13 9 2.9%
Warren.................. NI 107,000 Fulton Bank of New Jersey 13 2 5 8.9%
Chesapeake City ... VA 236,000 Fulton Bank, N.A. 14 8 10 1.7%
Fairfax .................. VA 1,142,000 Fulton Bank, N.A. 36 29 41 0.1%
Henrico................. VA 323,000 Fulton Bank, N.A. 21 17 18 0.9%
Manassas .............. VA 43,000 Fulton Bank, N.A. 13 4 11 1.9%
Newport News...... VA 184,000 Fulton Bank, N.A. 12 7 15 0.5%
Richmond City ..... VA 217,000 Fulton Bank, N.A. 16 12 15 0.2%
Virginia Beach...... VA 454,000 Fulton Bank, N.A. 17 11 11 1.5%

Supervision and Regulation

The Corporation operates in an industry that is subject to laws and regulations that are enforced by a number of federal and state
agencies. Changes in these laws and regulations, including interpretation and enforcement activities, could impact the cost of
operating in the financial services industry, limit or expand permissible activities or affect competition among banks and other
financial institutions.

The Corporation is a registered financial holding company, and its subsidiary banks are depository institutions whose deposits are
insured by the Federal Deposit Insurance Corporation (FDIC). The Corporation and its subsidiaries are subject to regulation and
examination by regulatory authorities. The following table summarizes the charter types and primary regulators for each of the
Corporation’s subsidiary banks:

Subsidiary Charter Primary Regulator(s)
Fulton Bank, NLA. ..ot eee e eee e et e e e e e eeaeeeeeareeeenneesenseeennneeennns National OCC

Fulton Bank of NeW JEISEY .....c.ccvieriiiiiriiiieiicieciceeese ettt NJ NJ/FDIC

The Columbia Bank ...........ccooiiiiiiiiiii et s MD MD/FDIC

Lafayette Ambassador Bank ...........ccoccvevieiiriieiiiniieieeeeceee e PA PA/Federal Reserve
FINB Bank, NLA. ... oot e e et e eeaee e e et eeesaeeseasessnsseesennessessessnseeesnnns National OoCC

Swineford National Bank ...........ccooeeiiiiiiiiiiiee e National OoCC

Fulton Financial Corporation (Parent COmMpPaNnY)...........ccceeeeruereeruesueesueseesuesnensesuensenns N/A Federal Reserve

OCC - Office of the Comptroller of the Currency

Federal statutes that apply to the Corporation and its subsidiaries include the GLB Act, the Dodd-Frank Wall Street Reform and
Consumer Protection Act (Dodd-Frank Act), the Bank Holding Company Act (BHCA), the Federal Reserve Act and the Federal
Deposit Insurance Act, among others. In general, these statutes, regulations promulgated thereunder, and related interpretations
establish the eligible business activities of the Corporation, certain acquisition and merger restrictions, limitations on intercompany
transactions, such as loans and dividends, and capital adequacy requirements, among other things.

The Corporation is subject to regulation and examination by the Federal Reserve Bank, and is required to file periodic reports and
to provide additional information that the Federal Reserve may require. In addition, the Federal Reserve must approve certain
proposed changes in organizational structure or other business activities before they occur. The BHCA imposes certain restrictions
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upon the Corporation regarding the acquisition of substantially all of the assets of or direct or indirect ownership or control of any
bank for which it is not already the majority owner.

Dodd-Frank Act — The Dodd-Frank Act was enacted in July 2010 and resulted in significant financial regulatory reform. The
Dodd-Frank Act also changed the responsibilities of the current federal banking regulators. Among other things, the Dodd-Frank
Act created the Financial Stability Oversight Council, with oversight authority for monitoring and regulating systemic risk, and
the Consumer Financial Protection Bureau (CFPB), which has broad regulatory and enforcement powers over consumer financial
products and services. Effective July 21, 2011, the CFPB became responsible for administering and enforcing numerous federal
consumer financial laws enumerated in the Dodd-Frank Act. The Dodd-Frank Act also provided that, for banks with total assets
of more than $10 billion; the CFPB would have exclusive or primary authority to examine those banks for, and enforce compliance
with, the federal consumer financial laws. As of December 31, 2014, none of the Corporation's subsidiary banks had total assets
of more than $10 billion, however, the Corporation's largest subsidiary bank, Fulton Bank, N. A., had $9.5 billion in assets. Although
not subject to CFPB examination, the Corporation's subsidiary banks remain subject to the review and supervision of other
applicable regulatory authorities, and such authorities may enforce compliance with regulations issued by the CFPB. In the event
that Fulton Bank, N.A.'s total assets exceed $10 billion in the future, Fulton Bank, N.A. would become subject to supervision,
examination and enforcement by the CFPB.

The scope of the Dodd-Frank Act impacts many aspects of the financial services industry, and it requires the development and
adoption of numerous regulations, some of which have not yet been issued. The effects of the Dodd-Frank Act on the financial
services industry will depend, in large part, upon the extent to which regulators exercise the authority granted to them under the
Dodd-Frank Act and the approaches taken in implementing regulations. Additional uncertainty regarding the effects of the Dodd-
Frank Act exists due to court decisions and the potential for additional legislative changes to the Dodd-Frank Act.

The Dodd-Frank Act's provisions that have received the most public attention have generally been those which apply only to larger
institutions with total consolidated assets of $50 billion or more. However, the Dodd-Frank Act contains numerous other provisions
that affect all bank holding companies, including the Corporation.

The following is a listing of significant provisions of the Dodd-Frank Act, and, if applicable, the resulting regulatory rules adopted,
that apply (or will apply), most directly to the Corporation and its subsidiaries:

»  Federal deposit insurance — On April 1, 2011, the FDIC's revised deposit insurance assessment base changed from total
domestic deposits to average total assets, minus average tangible equity. In addition, the Dodd-Frank Act created a two
scorecard system, one for large depository institutions that have more than $10 billion in assets and another for highly
complex institutions that have over $50 billion in assets. See details under the heading "Federal Deposit Insurance" below.

*  Debit card interchange fees — In June 2011, the FRB adopted regulations, which became effective on October 1, 2011,
setting maximum permissible interchange fees issuers can receive or charge on electronic debit card transactions and
network exclusivity arrangements.

» Interest on demand deposits — Beginning in July 2011, depository institutions were no longer prohibited from paying
interest on business transaction and certain other accounts.

»  Stress testing — In October 2012, the Board of Governors of the Federal Reserve System (FRB) issued final rules regarding
company-run stress testing. In accordance with these rules, the Corporation is required to conduct an annual stress test
in the manner specified, and using assumptions for baseline, adverse and severely adverse scenarios announced by the
FRB. The stress test is designed to assess the potential impact of the various scenarios on the Corporation's earnings,
capital levels and capital ratios over a nine-quarter time horizon. The Corporation's board of directors and its senior
management are required to consider the results of the stress test in the normal course of business, including as part of
the Corporation's capital planning process and the evaluation of the adequacy of its capital. Public disclosure of summary
stress test results under the severely adverse scenario will begin in June 2015 for stress tests that commenced in the fall
of 2014. While the Corporation believes that both the quality and magnitude of its capital base are sufficient to support
its current operations given its risk profile, the results of the annual stress testing process may lead the Corporation to
retain additional capital or alter the mix of its capital components. Under similar rules adopted by the OCC, national
banks with total consolidated assets of more than $10 billion are also required to conduct annual stress tests. Although
the total consolidated assets of Fulton Bank, N.A., the Corporation's largest subsidiary bank, are less than $10 billion, if
Fulton Bank, N.A.’s assets exceed $10 billion in the future, it will become subject to the OCC’s stress test rules.

»  Ability-to-pay rules and qualified mortgages — As required by the Dodd-Frank Act, the CFPB issued a series of final rules
in January 2013 amending Regulation Z, implementing the Truth in Lending Act, which requires mortgage lenders to
make a reasonable and good faith determination, based on verified and documented information, that a consumer applying
for a residential mortgage loan has a reasonable ability to repay the loan according to its terms. These final rules prohibit
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creditors, such as the Corporation's bank subsidiaries, from extending residential mortgage loans without regard for the
consumer's ability to repay and add restrictions and requirements to residential mortgage origination and servicing
practices. In addition, these rules restrict the imposition of prepayment penalties and compensation practices relating to
residential mortgage loan origination. Mortgage lenders are required to determine consumers’ ability to repay in one of
two ways. The first alternative requires the mortgage lender to consider eight underwriting factors when making the credit
decision. Alternatively, the mortgage lender can originate "qualified mortgages," which are entitled to a presumption that
the creditor making the loan satisfied the ability-to-repay requirements. In general, a qualified mortgage is a residential
mortgage loan that does not have certain high risk features, such as negative amortization, interest-only payments, balloon
payments, or a term exceeding 30 years. In addition, to be a qualified mortgage, the points and fees paid by a consumer
cannot exceed 3% of the total loan amount and the borrower’s total debt-to-income ratio must be no higher than 43%
(subject to certain limited exceptions for loans eligible for purchase, guarantee or insurance by a government sponsored
entity or a federal agency).

» Integrated disclosures under the Real Estate Settlement Procedures Act and the Truth in Lending Act - As required by
the Dodd-Frank Act, the CFPB issued final rules in December 2013 revising and integrating previously separate disclosures
required under the Real Estate Settlement Procedures Act (RESPA) and the Truth in Lending Act (TILA) in connection
with certain closed-end consumer mortgage loans. These final rules will become effective August 1, 2015 and require
lenders to provide a new Loan Estimate, combining content from the former Good Faith Estimate required under RESPA
and the initial disclosures required under TILA not later than the third business day after submission of a loan application,
and a new Closing Disclosure, combining content of the former HUD-1 Settlement Statement required under RESPA
and the final disclosures required under TILA at least three days prior to the loan closing.

*  Volcker Rule — As mandated by the Dodd-Frank Act, in December 2013, the OCC, FRB, FDIC, SEC and Commodity
Futures Trading Commission issued final rulings (the Final Rules) implementing certain prohibitions and restrictions on
the ability of a banking entity and non-bank financial company supervised by the FRB to engage in proprietary trading
and have certain ownership interests in, or relationships with, a "covered fund" (the so-called "Volcker Rule"). The Final
Rules generally treat as a covered fund any entity that would be an investment company under the Investment Company
Act of 1940 (the 1940 Act) but for the application of the exemptions from SEC registration set forth in Section 3(c)(1)
(fewer than 100 beneficial owners) or Section 3(c)(7) (qualified purchasers) of the 1940 Act. The Final Rules also require
regulated entities to establish an internal compliance program that is consistent with the extent to which it engages in
activities covered by the Volcker Rule, which must include making regular reports about those activities to regulators.
Although the Final Rules provide some tiering of compliance and reporting obligations based on size, the fundamental
prohibitions of the Volcker Rule apply to banking entities of any size, including the Corporation. In December 2014, the
FRB extended, until July 21, 2016, the date by which banking entities must conform their activities and investments to
the requirements of the Final Rules, and announced its intention to grant an additional one-year extension of the
conformance period to July 21, 2017. The Corporation does not engage in proprietary trading or in any other activities
prohibited by the Final Rules. Based on the Corporation's evaluation of its investments, none fall within the definition
of'a "covered fund" and would need to be disposed of by July 21, 2016 or any further extension of the conformance date
that maybe granted by the FRB. Therefore, it does not currently expect that the Final Rules will have a material effect
on its business, financial condition or results of operations.

»  Incentive compensation — As required by the Dodd-Frank Act, a joint interagency proposed regulation was issued in April
2011. The proposed rule would require the reporting of incentive-based compensation arrangements by a covered financial
institution and prohibit incentive-based compensation arrangements at a covered financial institution that provides
excessive compensation or that could expose the institution to inappropriate risks that could lead to material financial
loss. The proposed rule, if adopted as currently proposed, could limit the manner in which the Corporation structures
incentive compensation for its executives.

Capital Requirements — There are a number of restrictions on financial and bank holding companies and FDIC-insured depository
subsidiaries that are designed to minimize potential loss to depositors and the FDIC insurance funds. Also, a bank holding company
is required to serve as a source of financial strength to its depository institution subsidiaries and to commit resources to support
such institutions in circumstances where it might not do so absent such policy. Under the BHCA, the FRB has the authority to
require a bank holding company to terminate any activity or to relinquish control of a non-bank subsidiary upon the FRB’s
determination that such activity or control constitutes a serious risk to the financial soundness and stability of a depository institution
subsidiary of the bank holding company.

Bank holding companies are required to comply with the FRB’s risk-based capital guidelines, which require a minimum ratio of
total capital to risk-weighted assets of 8.00%. At least half of the total capital is required to be Tier 1 capital. In addition to the
risk-based capital guidelines, the FRB has adopted a minimum leverage capital ratio under which a bank holding company must
maintain a level of Tier 1 capital to average total consolidated assets of at least 3.00% in the case of a bank holding company
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which has the highest regulatory examination rating and is not contemplating significant growth or expansion. For all other bank
holding companies, the minimum ratio of Tier 1 capital to total assets is 4.00%. Depository institutions are required to comply
with similar capital guidelines issued by their primary federal regulator. Bank holding companies and depository institutions with
supervisory, financial, operational, or managerial weaknesses, as well as those that are anticipating or experiencing significant
growth, are expected to maintain capital ratios well above the minimum levels. Moreover, higher capital ratios may be required
for any bank holding company and depository institution if warranted by its particular circumstances or risk profile. In all cases,
bank holding companies and depository institutions should hold capital commensurate with the level and nature of the risks,
including the volume and severity of problem loans, to which they are exposed.

The Basel Committee on Banking Supervision (Basel) is a committee of central banks and bank regulators from major industrialized
countries that develops broad policy guidelines for use by each country’s regulators with the purpose of ensuring that financial
institutions have adequate capital given the risk levels of assets and off-balance sheet financial instruments. In December 2010,
Basel released frameworks for strengthening international capital and liquidity regulations, referred to as Basel 1.

In July 2013, the FRB approved final rules (the U.S. Basel III Capital Rules) establishing a new comprehensive capital framework
for U.S. banking organizations and implementing the Basel Committee on Banking Supervision's December 2010 framework for
strengthening international capital standards. The U.S. Basel III Capital Rules substantially revise the risk-based capital
requirements applicable to bank holding companies and depository institutions.

The new minimum regulatory capital requirements established by the U.S. Basel III Capital Rules became effective for the
Corporation on January 1, 2015, and become fully phased in on January 1, 2019.

When fully phased in, the U.S. Basel III Capital Rules will require the Corporation and its bank subsidiaries to:

* Meet a new minimum Common Equity Tier 1 capital ratio of 4.50% of risk-weighted assets and a minimum Tier 1 capital
ratio of 6.00% of risk-weighted assets;

» Continue to require the current minimum Total capital ratio of 8.00% of risk-weighted assets and the minimum Tier 1
leverage capital ratio of 4.00% of average assets;

* Maintain a "capital conservation buffer" of 2.50% above the minimum risk-based capital requirements, which must be
maintained to avoid restrictions on capital distributions and certain discretionary bonus payments; and

» Comply with a revised definition of capital to improve the ability of regulatory capital instruments to absorb losses.
Certain non-qualifying capital instruments, including cumulative preferred stock and trust preferred securities, will be
excluded as a component of Tier 1 capital for institutions of the Corporation's size.

The U.S. Basel III Capital Rules use a standardized approach for risk weightings that expand the risk-weightings for assets and
off balance sheet exposures from the current 0%, 20%, 50% and 100% categories to a much larger and more risk-sensitive number
of categories, depending on the nature of the assets and off-balance sheet exposures and resulting in higher risk weights for a
variety of asset categories.

The new rules provide that the failure to maintain the "capital conservation buffer" will result in restrictions on capital distributions
and discretionary cash bonus payments to executive officers. As a result, under the U.S. Basel III Capital Rules, if any of the
Corporation's bank subsidiaries fails to maintain the required minimum capital conservation buffer, the Corporation will be subject
to limits, and possibly prohibitions, on its ability to obtain capital distributions from such subsidiaries. If the Corporation does not
receive sufficient cash dividends from its bank subsidiaries, it may not have sufficient funds to pay dividends on its capital stock,
service its debt obligations or repurchase its common stock. In addition, the restrictions on payments of discretionary cash bonuses
to executive officers which may make it more difficult for the Corporation to retain key personnel.

As of December 31, 2014, the Corporation believes its current capital levels would meet the fully-phased in minimum capital
requirements, including capital conservation buffer, as prescribed in the U.S. Basel I1I Capital Rules.

The Basel 111 liquidity framework also includes new liquidity requirements that require financial institutions to maintain increased
levels of liquid assets or alter their strategies for liquidity management. The Basel I1I liquidity framework requires banks and bank
holding companies to measure their liquidity against specific ratios.

In September 2014, the FRB approved final rules (the U.S. Liquidity Coverage Ratio Rule) implementing portions of the Basel
I liquidity framework for large, internationally active banking organizations, generally those having $250 billion or more in total
assets, and similar, but less stringent rules, applicable to bank holding companies with consolidated assets of $50 billion or more.
The U.S. Liquidity Coverage Ratio Rule requires banking organizations to maintain a Liquidity Coverage Ratio, or LCR, that is
designed to ensure that sufficient high quality liquid resources are available for a one month period in case of a stress scenario.

9



Impacted financial institutions are required to be compliant with the U.S. Liquidity Coverage Ratio Rule by January 1, 2017.
Because the Corporation’s total assets and the scope of its operations do not currently meet the thresholds set forth in the U.S.
Liquidity Coverage Ratio Rule, the Corporation is not currently required to maintain a minimum LCR.

The Basel III liquidity framework also introduced a second ratio, referred to as the Net Stable Funding Ratio (NSFR), which is
designed to promote funding resiliency over longer-term time horizons by creating additional incentives for banks to fund their
activities with more stable sources of funding on an ongoing structural basis. This new liquidity standard is subject to further
rulemaking. To date, U.S. banking regulators have not proposed any additional liquidity rules. Because of the Corporation's size,
neither the U.S. Liquidity Coverage Ratio Rule or any additional proposed rules under the Basel III liquidity framework will apply
to it.

Prompt Corrective Regulatory Action — The Federal Deposit Insurance Corporation Improvement Act (FDICIA) established a
system of prompt corrective action to resolve the problems of undercapitalized institutions. Under this system, the federal bank
regulators are required to take certain, and authorized to take other, supervisory actions against undercapitalized institutions, based
upon five categories of capitalization which FDICIA created: "well capitalized," "adequately capitalized," "undercapitalized,"
"significantly undercapitalized," and "critically undercapitalized," the severity of which depends upon the institution’s degree of
capitalization. Generally, a capital restoration plan must be filed with the institution’s primary federal regulator within 45 days of
the date an institution receives notice that it is "undercapitalized," "significantly undercapitalized" or "critically undercapitalized,"
and the plan must be guaranteed by any parent holding company. In addition, various mandatory supervisory actions become
immediately applicable to the institution, including restrictions on growth of assets and other forms of expansion. Under federal
banking regulations effective as of December 31, 2014, generally, an insured depository institution is treated as well capitalized
if its total risk-based capital ratio is 10.00% or greater, its Tier 1 risk-based capital ratio is 6.00% or greater and its Tier 1 leverage
capital ratio is 5.00% or greater, and it is not subject to any order or directive to meet a specific capital level. On January 1, 2015
and thereafter, generally, an insured depository institution is treated as well capitalized if its total risk-based capital ratio is 10.00%
or greater, its Tier 1 risk-based capital ratio is 8.00% or greater, its common equity tier 1 risk-based capital ratio is 6.50% or greater
and its Tier 1 leverage capital ratio is 5.00% or greater, and it is not subject to any order or directive to meet a specific capital
level. As of December 31,2014, each of the Corporation’s bank subsidiaries’ capital ratios were above the minimum levels required
to be considered "well capitalized" by its primary federal regulator under the regulations in effect on December 31, 2014 and the
regulations that became effective on January 1, 2015.

Loans and Dividends from Subsidiary Banks — There are various restrictions on the extent to which the Corporation's bank
subsidiaries can make loans or extensions of credit to, or enter into certain transactions with, its affiliates, which would include
the Corporation and its non-banking subsidiaries. In general, these restrictions require that such loans be secured by designated
amounts of specified collateral and are limited, as to any one of the Corporation or its non-bank subsidiaries, to 10% of the lending
bank’s regulatory capital (20% in the aggregate to all such entities). The Dodd-Frank Act expanded these restrictions, effective in
July 2012, to cover securities lending, repurchase agreement and derivatives activities that the Corporation’s bank subsidiaries
may have with an affiliate.

For safety and soundness reasons, banking regulations also limit the amount of cash that can be transferred from subsidiary banks
to the Parent Company in the form of dividends. Dividend limitations vary, depending on the subsidiary bank’s charter and whether
or not it is a member of the Federal Reserve System. Generally, subsidiaries are prohibited from paying dividends when doing so
would cause them to fall below the regulatory minimum capital levels. Additionally, limits may exist on paying dividends in excess
of net income for specified periods. See Note K, "Regulatory Matters," in the Notes to Consolidated Financial Statements for
additional information regarding regulatory capital and dividend and loan limitations.

Federal Deposit Insurance — Substantially all of the deposits of the Corporation’s subsidiary banks are insured up to the applicable
limits by the Deposit Insurance Fund (DIF) of the FDIC, generally up to $250,000 per insured depositor.

The subsidiary banks pay deposit insurance premiums based on assessment rates established by the FDIC. The FDIC has established
a risk-based assessment system under which institutions are classified and pay premiums according to their perceived risk to the
DIF. An institution’s base assessment rate is generally subject to following adjustments: (1) a decrease for the institution’s long-
term unsecured debt, including most senior and subordinated debt, (2) an increase for brokered deposits above a threshold amount
and (3) an increase for unsecured debt held that is issued by another insured depository institution.

On April 1, 2011, as required by the Dodd-Frank Act, the deposit insurance assessment base changed from total domestic deposits
to average total assets, minus average tangible equity. In addition, the FDIC also created a two scorecard system, one for large
depository institutions that have $10 billion or more in assets and another for highly complex institutions that have $50 billion or
more in assets. As of December 31, 2014, none of the Corporation’s individual subsidiary banks had assets of $10 billion or more
and, therefore, did not meet the classification of large depository institutions.
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The FDIC annually establishes for the DIF a designated reserve ratio, or DRR, of estimated insured deposits. The DRR is currently
2.00%. The FDIC is authorized to change deposit insurance assessment rates as necessary to maintain the DRR, without further
notice-and-comment rulemaking, provided that: (1) no such adjustment can be greater than three basis points from one quarter to
the next, (2) adjustments cannot result in rates more than three basis points above or below the base rates and (3) rates cannot be
negative.

The Dodd-Frank Act increased the minimum DRR to 1.35% of insured deposits, which must be reached by September 30, 2020,
and provides that in setting the assessment rates necessary to meet the new requirement, the FDIC shall offset the effect of this
provision on insured depository institutions with total consolidated assets of less than $10 billion, so that more of the cost of raising
the reserve ratio will be borne by the institutions with more than $10 billion in assets. In October 2010, the FDIC adopted a
restoration plan to ensure that the DIF reserve ratio reaches 1.35% by September 30, 2020. The FDIC is expected to pursue further
rulemaking regarding the method that will be used to reach the reserve ratio of 1.35% so that more of the cost of raising the reserve
ratio to 1.35% will be borne by institutions with more than $10 billion in assets. To the extent that any of the Corporation’s
subsidiary banks’ assets exceeds $10 billion in the future, such rulemaking could result in an increase in the deposit insurance
assessments for such banks.

USA Patriot Act — Anti-terrorism legislation enacted under the USA Patriot Act of 2001 (Patriot Act) expanded the scope of anti-
money laundering laws and regulations and imposed significant new compliance obligations for financial institutions, including
the Corporation’s subsidiary banks. These regulations include obligations to maintain appropriate policies, procedures and controls
to detect, prevent and report money laundering and terrorist financing.

Among other requirements, the Patriot Act and the related regulations impose the following requirements with respect to financial
institutions:

* Establishment of anti-money laundering programs.

+ Establishment of a program specifying procedures for obtaining identifying information from customers seeking to open
new accounts, including verifying the identity of customers within a reasonable period of time.

 Establishmentof enhanced due diligence policies, procedures and controls designed to detect and report money laundering.

* Prohibition on correspondent accounts for foreign shell banks and compliance with recordkeeping obligations with respect
to correspondent accounts of foreign banks.

Failure to comply with the Patriot Act’s requirements could have serious legal, financial, regulatory and reputational consequences.
In addition, bank regulators will consider a holding company’s effectiveness in combating money laundering when ruling on
BHCA and Bank Merger Act applications. The Corporation has adopted policies, procedures and controls to address compliance
with the Patriot Act and will continue to revise and update its policies, procedures and controls to reflect required changes. The
Corporation and its banking subsidiaries are currently subject to regulatory enforcement orders (the Regulatory Orders) issued by
banking regulatory agencies relating to identified deficiencies in a largely centralized compliance program (the BSA/AML
Compliance Program) designed to comply with the Bank Secrecy Act, the Patriot Act and related anti-money laundering regulations
(the BSA/AML Requirements). The Regulatory Orders require, among other things, that the Corporation and its banking
subsidiaries review, assess and take actions to strengthen and enhance the BSA/AML Compliance Program, and, in some cases,
conduct retrospective reviews of past account activity and transactions, as well as certain reports filed in accordance with the BSA/
AML Requirements, to determine whether suspicious activity and certain transactions in currency were properly identified and
reported in accordance with the BSA/AML Requirements. See Part I, Item 1A "Risk Factors - The Corporation and its bank
subsidiaries are subject to regulatory enforcement orders requiring improvement in compliance functions and remedial actions,"
Part I, Item 3 "Legal Proceedings - Regulatory Matters," Part II, Item 7 "Management’s Discussion and Analysis of Financial
Condition and Results of Operations - Compliance, Risk Management and Information Technology Infrastructures," Part II, Item
8, "Financial Statements and Supplementary Data - Notes to Consolidated Financial Statements - Note K - Regulatory Matters,"
and Part II, Item 9B "Other Information" for additional information regarding the Regulatory Orders.

Residential Lending Laws — As a residential mortgage lender, the Corporation and its bank subsidiaries are subject to multiple
federal consumer protection status and regulations, including, but not limited to, the Truth-In-Lending Act, the Home Mortgage
Disclosure Act, the Equal Credit Opportunity Act, the Real Estate Settlement Procedures Act, the Fair Credit Reporting Act, the
Fair Debt Collection Act and the Flood Disaster Protection Act. Failure to comply with these and similar statutes and regulations
can result in the Corporation and its bank subsidiaries becoming subject to formal or informal enforcement actions, civil money
penalties and consumer litigation.

Community Reinvestment — Under the Community Reinvestment Act (CRA), each of the Corporation’s subsidiary banks has a
continuing and affirmative obligation, consistent with its safe and sound operation, to ascertain and meet the credit needs of its
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entire community, including low and moderate income areas. The CRA does not establish specific lending requirements or programs
for financial institutions, nor does it limit an institution's discretion to develop the types of products and services that it believes
are best suited to its particular community. The CRA requires an institution’s primary federal regulator, in connection with its
examination of the institution, to assess the institution's record of meeting the credit needs of its community and to take such record
into account in its evaluation of certain applications by such institution. The assessment focuses on three tests: (1) a lending test,
to evaluate the institution’s record of making loans, including community development loans, in its designated assessment areas;
(2) an investment test, to evaluate the institution’s record of investing in community development projects, affordable housing,
and programs benefiting low or moderate income individuals and areas and small businesses; and (3) a service test, to evaluate
the institution’s delivery of banking services throughout its CRA assessment area, including low and moderate income areas. The
CRA also requires all institutions to make public disclosure of their CRA ratings. As of December 31,2014, all of the Corporation’s
subsidiary banks are rated as "satisfactory." Regulations require that the Corporation’s subsidiary banks publicly disclose certain
agreements that are in fulfillment of CRA. None of the Corporation’s subsidiary banks are party to any such agreements at this
time.

Standards for Safety and Soundness — Pursuant to the requirements of FDICIA, as amended by the Riegle Community Development
and Regulatory Improvement Act of 1994, the federal bank regulatory agencies adopted guidelines establishing general standards
relating to internal controls, information systems, internal audit systems, loan documentation, credit underwriting, interest rate
risk exposure, asset growth, asset quality, earnings, compensation, fees and benefits. In general, the guidelines require, among
other things, appropriate systems and practices to identify and manage the risks and exposures specified in the guidelines. The
guidelines prohibit excessive compensation as an unsafe and unsound practice and describe compensation as excessive when the
amounts paid are unreasonable or disproportionate to the services performed by an executive officer, employee, director or principal
shareholder. An institution must submit a compliance plan to its regulator if it is notified that it is not satisfying any such safety
and soundness standards. Ifthe institution fails to submit an acceptable compliance plan or fails in any material respect to implement
an accepted compliance plan, the regulator must issue an order directing corrective actions and may issue an order directing other
actions of the types to which a significantly undercapitalized institution is subject under the "prompt corrective action" provisions
of FDICIA. If the institution fails to comply with such an order, the regulator may seek to enforce such order in judicial proceedings
and to impose civil money penalties.

Privacy Protection — The Corporation’s bank subsidiaries are subject to regulations implementing the privacy protection provisions
of the GLB Act. These regulations require each of the Corporation’s bank subsidiaries to disclose its privacy policy, including
identifying with whom it shares "nonpublic personal information," to customers at the time of establishing the customer relationship
and annually thereafter. The regulations also require the bank to provide its customers with initial and annual notices that accurately
reflect its privacy policies and practices. In addition, to the extent its sharing of such information is not covered by an exception,
the bank is required to provide its customers with the ability to "opt-out" of having the bank share their nonpublic personal
information with unaffiliated third parties.

The Corporation’s bank subsidiaries are subject to regulatory guidelines establishing standards for safeguarding customer
information. These regulations implement certain provisions of the GLB Act. The guidelines describe the federal bank regulatory
agencies’ expectations for the creation, implementation and maintenance of an information security program, which would include
administrative, technical and physical safeguards appropriate to the size and complexity of the institution and the nature and scope
of'its activities. The standards set forth in the guidelines are intended to ensure the security and confidentiality of customer records
and information, protect against any anticipated threats or hazards to the security or integrity of such records and protect against
unauthorized access to or use of such records or information that could result in substantial harm or inconvenience to any customer.

Federal Reserve System — FRB regulations require depository institutions to maintain cash reserves against their transaction
accounts (primarily NOW and demand deposit accounts). Areserve of 3% is to be maintained against aggregate transaction accounts
between $13.3 million and $89.0 million (subject to adjustment by the FRB) plus a reserve of 10% (subject to adjustment by the
FRB between 8% and 14%) against that portion of total transaction accounts in excess of $89.0 million. The first $13.3 million
of otherwise reservable balances (subject to adjustment by the FRB) is exempt from the reserve requirements. Each of the
Corporation’s bank subsidiaries is in compliance with the foregoing requirements.

Required reserves must be maintained in the form of either vault cash, an account at a Federal Reserve Bank or a pass-through
account as defined by the FRB. Pursuant to the Emergency Economic Stabilization Act of 2008, the Federal Reserve Banks pay
interest on depository institutions’ required and excess reserve balances. The interest rate paid on required reserve balances is
currently the average target federal funds rate over the reserve maintenance period. The rate on excess balances will be set equal
to the lowest target federal funds rate in effect during the reserve maintenance period.

FHLB members are also authorized to borrow from the Federal Reserve "discount window," but FRB regulations require institutions
to exhaust all FHLB sources before borrowing from a Federal Reserve Bank.
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Sarbanes-Oxley Act 0f2002 — The Sarbanes-Oxley Act of 2002 (Sarbanes-Oxley), which was signed into law in July 2002, impacts
all companies with securities registered under the Securities Exchange Act of 1934, including the Corporation. Sarbanes-Oxley
created new requirements in the areas of corporate governance and financial disclosure including, among other things, (i) increased
responsibility for Chief Executive Officers and Chief Financial Officers with respect to the content of filings with the SEC;
(i1) enhanced requirements for audit committees, including independence and disclosure of expertise; (iii) enhanced requirements
for auditor independence and the types of non-audit services that auditors can provide; (iv) accelerated filing requirements for
SEC reports; (v) disclosure of a code of ethics; (vi) increased disclosure and reporting obligations for companies, their directors
and their executive officers; and (vii) new and increased civil and criminal penalties for violations of securities laws. Many of the
provisions became effective immediately, while others became effective as aresult of rulemaking procedures delegated by Sarbanes-
Oxley to the SEC.

Section 404 of Sarbanes-Oxley requires management to issue a report on the effectiveness of its internal controls over financial
reporting. In addition, the Corporation’s independent registered public accountants are required to issue an opinion on the
effectiveness of the Corporation’s internal control over financial reporting. These reports can be found in Item 8, "Financial
Statements and Supplementary Data." Certifications of the Chief Executive Officer and the Chief Financial Officer as required
by Sarbanes-Oxley and the resulting SEC rules can be found in the "Signatures" and "Exhibits" sections.
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Executive Officers

As of December 31, 2014, the executive officers of the Corporation are as follows:

Name

Age

Office Held and Term of Office

E. Philip Wenger

Patrick S. Barrett

Craig H. Hill

Meg R. Mueller

Curtis J. Myers

Craig A. Roda

Philmer H. Rohrbaugh

Angela M. Sargent

James E. Shreiner

57

51

59

50

46

58

62

47

65

Director of the Corporation since 2009. Mr. Wenger was appointed Chairman of the Board,
President and Chief Executive Officer of the Corporation in January 2013. He previously
served as President and Chief Operating Officer of the Corporation from 2008 to 2012, a
Director of Fulton Bank, N.A. from 2003 to 2009, Chairman of Fulton Bank, N.A. from
2006 to 2009 and has been employed by the Corporation in a number of positions since
1979.

Senior Executive Vice President and Chief Financial Officer of the Corporation effective
January 1, 2014. Mr. Barrett joined the Corporation as Senior Executive Vice President in
November 2013. He held multiple roles with SunTrust Banks, Inc. in the three years prior
to joining the Corporation, ending as Chief Financial Officer of SunTrust Wholesale Bank
from 2011 to 2013. Mr. Barrett previously held a number of senior finance and managing
director roles with JPMorgan Chase & Co. from 2003 to 2010, ending as Managing Director
- Investor Relations. He spent 10 years as a Certified Public Accountant with Deloitte Touche
Tohmatsu from 1993 to 2003, ending as an Audit Partner, Financial Services in 2003.

Senior Executive Vice President of the Corporation since January 2006. Executive Vice
President and Director of Human Resources from 1999 through 2005. Mr. Hill serves as the
Corporation's Senior Executive Vice President of Human Resources, Corporate
Communications and Administrative Services.

Senior Executive Vice President and Chief Credit Officer of the Corporation since July 2013.
Executive Vice President and Chief Credit Officer since 2010. Ms. Mueller has been
employed by the Corporation in a number of positions since 1996.

Senior Executive Vice President of the Corporation; and President and Chief Operating
Officer of Fulton Bank, N.A. since July 2013. President and Chief Operating Officer of
Fulton Bank, N.A. and Executive Vice President of the Corporation since August 2011.
President and Chief Operating Officer of Fulton Bank, N.A. since February 2009. Mr. Myers
has been employed by Fulton Bank, N.A. in a number of positions since 1990.

Senior Executive Vice President of Community Banking of the Corporation since July 2011;
and Chairman and Chief Executive Officer of Fulton Bank, N.A., since February 2009. Chief
Executive Officer and President of Fulton Bank, N.A. from 2006 to 2009.

Senior Executive Vice President and Chief Risk Officer of the Corporation since November
2012. Mr. Rohrbaugh was a managing partner of KPMG, LLP's Chicago office from 2009
to 2012; Vice Chairman Industries and part of the U.S. Management Committee of KPMG
from 2006 to 2009; and joined KPMG in 2002. He has more than 25 years of experience in
various management positions. Mr. Rohrbaugh is a Certified Public Accountantand currently
serves as a director of a public manufacturing company.

Senior Executive Vice President and Chief Information Officer of the Corporation since July
2013. Executive Vice President and Chief Information Officer since 2002. Ms. Sargent has
been employed by the Corporation in a number of positions since 1992.

Retired effective December 31, 2014. Mr. Shreiner served as Senior Executive Vice President
of the Corporation since January 2006 and Executive Vice President of the Corporation and
Executive Vice President of Fulton Bank, N.A. from 2000 to 2005. Mr. Shreiner served as
Senior Executive Vice President of Operations and Credit.
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Item 1A. Risk Factors

An investment in the Corporation's common stock involves certain risks, including, among others, the risks described below. In
addition to the other information contained in this report, you should carefully consider the following risk factors.

INTEREST RATE AND LIQUIDITY RISKS.
The Corporation is subject to interest rate risk.

The Corporation cannot predict or control changes in interest rates. The Corporation is affected by fiscal and monetary policies
of the federal government, including those of the FRB, which regulates the national money supply and engages in other lending
and investment activities in order to manage recessionary and inflationary pressures, many of which affect interest rates charged
on loans and paid on deposits.

Netinterest income is the difference between interest earned on interest earning assets and interest paid on interest-bearing liabilities.
Net interest income is the most significant component of the Corporation's net income, accounting for approximately 76% of total
revenues in 2014. The narrowing of interest rate spreads, the difference between interest rates earned on loans and investments
and interest rates paid on deposits and borrowings, has adversely affected the Corporation's net interest income.

Low market interest rates have pressured the net interest margin in recent years. Interest-earning assets, such as loans and
investments, have been originated, acquired or repriced at lower rates, reducing the average rate earned on those assets. While the
average rate paid on interest-bearing liabilities, such as deposits and borrowings, has also declined, the decline has not always
occurred at the same pace as the decline in the average rate earned on interest-earning assets, resulting in a narrowing of the net
interest margin.

Competition sometimes requires the Corporation to lower rates charged on loans more than the decline in market rates would
otherwise indicate. Competition may also require the Corporation to pay higher rates on deposits than market rates would otherwise
indicate. Thus, although loan demand has improved inrecent years, intense competition among lenders has contributed to downward
pressure on loan yields, also narrowing the net interest margin. Further, due to historically low market interest rates, rates paid on
deposits have tended to reach a natural floor below which it is difficult to further reduce such rates. See Item 7, "Management’s
Discussion and Analysis of Financial Condition and Results of Operations," "Net Interest Income."

Changes in interest rates can affect demand for the Corporation’s products and services.

Movements in interest rates can cause demand for some of the Corporation’s products and services to be cyclical. As a result, the
Corporation may need to periodically scale certain of its businesses, including its personnel, to match increases and decreases in
demand and volume. The need to change the scale of these businesses is challenging and there is often a lag between changes in
the businesses and the Corporation’s reaction to these changes. For example, demand for residential mortgage loans has historically
tended to increase during periods when interest rates were declining and to decrease during periods when interest rates were rising.

Changes in interest rates or disruption in liquidity markets may adversely affect the Corporation’s sources of funding.

The Corporation must maintain sufficient funds to respond to the needs of its depositors and borrowers. The Corporation’s liquidity
management emphasizes core deposits and repayments and maturities of loans and investments as its primary sources of liquidity.
These primary sources of liquidity can be supplemented by FHLB advances, borrowings from the Federal Reserve Bank, proceeds
from the sales of loans and liquidity resources of the holding company, including capital markets funding. Lower-cost, core deposits
may be adversely affected by changes in interest rates and the supplemental sources of liquidity are often more expensive and
may not always be as readily available. Technology and other factors have also made it more convenient for customers to transfer
low-cost deposits into higher-cost deposits or into alternative investments or deposits of other banks or non-bank providers; these
funding changes can also increase the Corporation’s funding costs and/or create liquidity challenges.

While the Corporation attempts to manage its liquidity through various techniques, assumptions and estimates used do not always
accurately forecast the impact of changes in customer behavior. For example, the Corporation may face limitations on its ability
to fund loan growth if customers move funds out of the Corporation’s subsidiary banks’ deposit accounts in response to increases
in interest rates. In the current, low interest rate environment, customers are less sensitive to interest rates when making deposit
decisions. However, should interest rates rise, customers may become more aware of interest rate differences and alternative
opportunities, which could cause them to move funds into those other opportunities and out of deposit accounts maintained by
the Corporation’s bank subsidiaries.
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Market conditions have been negatively impacted by disruptions in the liquidity markets in the past, and such disruptions or an
adverse change in the Corporation's results of operations or financial condition could, in the future, have a negative impact on
secondary sources of liquidity. See Part II, Item 7A, "Quantitative and Qualitative Disclosures About Market Risk," "Interest Rate
Risk, Asset/Liability Management and Liquidity."

Liquidity planning at both the bank and holding company levels has become an area of increased regulatory emphasis.

Due to regulatory limitations on the Corporation’s ability to rely on short-term borrowings, any significant movements of deposits
away from traditional depository accounts which negatively impacts the Corporation’s loan-to-deposit ratio could restrict its ability
to achieve growth in loans or require the Corporation to pay higher interest rates on deposit products in order to retain deposits to
fund loans.

Liquidity must also be managed at the holding company level. Banking regulators carefully scrutinize liquidity at the holding
company level, in addition to consolidated and bank liquidity levels. For safety and soundness reasons, banking regulations limit
the amount of cash that can be transferred from subsidiary banks to the parent company in the form of loans and dividends.
Generally, these limitations are based on the subsidiary banks' regulatory capital levels and their net income. These factors have
affected some institutions' ability to pay dividends and have required some institutions to establish borrowing facilities at the
holding company level.

LEGAL, COMPLIANCE AND REPUTATIONAL RISKS.
The supervision and regulation to which the Corporation is subject is increasing and can be a competitive disadvantage.

Virtually every aspect of the Corporation's operations is subject to extensive regulation and, in the current regulatory climate, the
Corporation and its bank subsidiaries are subject to heightened regulatory scrutiny, especially given the Corporation's size and
complexity.

The Corporation has six banking subsidiaries and the Corporation and its subsidiaries are subject to regulation by a variety of
federal and state banking regulatory agencies. This corporate structure presents challenges, specifically, the need for compliance
with different, and potentially inconsistent, regulatory requirements. The time, expense and internal and external resources
associated with regulatory compliance continue to increase, and balancing the need to address regulatory changes and effectively
manage overall non-interest expenses has become more challenging than it has been in the past. Thus, the Corporation’s compliance
obligations increase the Corporation's expense, require increasing amounts of management's attention and can be a disadvantage
from a competitive standpoint with respect to non-regulated competitors and larger bank competitors. The Corporation has
announced that it is developing plans to seek regulatory approval to begin the process of consolidating its six subsidiary banks.
This process is expected to eventually result in the Corporation conducting its core banking business through a single subsidiary
bank. The timing of the commencement of this multi-year process will depend significantly on the Corporation and its banking
subsidiaries making necessary progress in enhancing a largely centralized compliance program designed to comply with the
requirements of the Bank Secrecy Act, the USA Patriot Act of 2001 and related anti-money laundering regulations (collectively,
the BSA/AML Requirements), and establishing, to the satisfaction of the Corporation’s banking regulatory agencies, that those
enhancements are sustainable to achieve compliance with the regulatory enforcement orders issued to the Corporation and its
subsidiary banks by their respective banking regulatory agencies relating to identified deficiencies in that compliance program.
There is no assurance that the regulatory approvals required for such consolidation could be obtained or that such consolidation
would significantly reduce the time, expense and internal and external resources associated with regulatory compliance.

The Corporation may incur negative consequences from regulatory violations, including inadvertent or unintentional
violations.

Compliance with banking statutes and regulations is important to the Corporation’s ability to engage in new activities and to
consummate certain transactions. Banking regulators are scrutinizing banks through longer and more intensive bank examinations.
The results of such examinations could result in a delay or failure to receive required regulatory approvals for potential new
activities and transactional matters. Federal and state banking regulators also possess broad powers to take supervisory actions,
as they deem appropriate. These supervisory actions may result in higher capital requirements, higher deposit insurance premiums
and limitations on the Corporation’s operations and expansion activities that could have a material adverse effect on its business
and profitability. As noted below and as examples of such limitations, the regulatory enforcement orders to which the Corporation
and five of its subsidiary banks are subject impose certain restrictions on the expansion activities of the Corporation and such
subsidiary banks.
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Further, failure to comply with these regulatory requirements, including inadvertent or unintentional violations, may result in the
assessment of fines and penalties, or the commencement of further informal or formal regulatory enforcement actions against the
Corporation or its bank subsidiaries. Other negative consequences also can result from such failures, including regulatory
restrictions on the Corporation's activities, including restrictions on the Corporation’s ability to grow through acquisition,
reputational damage, restrictions on the ability of institutional investment managers to invest in the Corporation's securities, and
increases in the Corporation's costs of doing business. The occurrence of one or more of these events may have a material adverse
effect on the Corporation's business, financial condition or results of operations.

The Corporation and its bank subsidiaries are subject to regulatory enforcement orders requiring improvement in compliance
functions and remedial actions.

In recent years, a combination of financial reform legislation and heightened scrutiny by banking regulators have significantly
increased expectations regarding what constitutes an effective risk and compliance management infrastructure. To keep pace with
these expectations, the Corporation has invested considerable resources in initiatives designed to strengthen its risk management
framework and regulatory compliance programs, including those designed to comply with the BSA/AML Requirements.

Nonetheless, during 2014, the Corporation and five of its banking subsidiaries became subject to regulatory enforcement orders
issued by banking regulatory agencies relating to identified deficiencies in a largely centralized compliance program (the BSA/
AML Compliance Program) designed to comply with the BSA/AML Requirements (the 2014 Regulatory Orders). The 2014
Regulatory Orders are described in Current Reports on Form 8-K filed with the Securities and Exchange Commission on July 18,
2014, September 9, 2014, and December 29, 2014.

On February 25, 2015, Fulton Bank of New Jersey (FBNJ), the Corporation’s sixth banking subsidiary, entered into a Stipulation
and Consent to the Issuance of a Consent Order with the Federal Deposit Insurance Corporation (the FDIC) consenting to the
issuance by the FDIC of a Consent Order (the 2015 FDIC Consent Order). In addition, on February 25, 2015, FBNJ entered into
a Consent Order with the Commissioner of Banking and Insurance for the State of New Jersey (the New Jersey Consent Order,
and, together with the FDIC Consent Order, the 2015 Consent Orders). See Part II, Item 9B "Other Information" for additional
information regarding the 2015 Consent Orders.

The 2014 Regulatory Orders and the 2015 Consent Orders (collectively, the Regulatory Orders) require, among other things, that
the Corporation and its banking subsidiaries review, assess and take actions to strengthen and enhance the BSA/AML Compliance
Program, and, in some cases, conduct retrospective reviews of past account activity and transactions, as well as certain reports
filed in accordance with the BSA/AML Requirements, to determine whether suspicious activity and certain transactions in currency
were properly identified and reported in accordance with the BSA/AML Requirements.

In addition to requiring strengthening and enhancement of the BSA/AML Compliance Program,while the Regulatory Orders
remain in effect, the Corporation is subject to certain restrictions on expansion activities of the Corporation and its subsidiary
banks. Further, any failure to comply with the requirements of any of the Regulatory Orders involving the Corporation or its
subsidiary banks could result in further enforcement actions, the imposition of material restrictions on the activities of the
Corporation or its subsidiary banks, or the assessment of fines or penalties.

During the year ended December 31, 2014, the Corporation incurred approximately $8 million of outside services expense related
to strengthening and enhancing the BSA/AML Compliance Program. Additional expenses and investments have been incurred
as the Corporation further expanded its hiring of personnel and use of outside professionals, such as consulting and legal services,
and capital investments in operating systems to strengthen and support the BSA/AML Compliance Program, as well as the
Corporation’s broader compliance and risk management infrastructures. The expense and capital investment associated with all
of these efforts, including in connection with the Regulatory Orders, have had an adverse effect on the Corporation’s results of
operations in recent periods and could have a material adverse effect on the Corporation’s results of operations in future periods.

As noted below, recruitment and retention of the personnel necessary to strengthen and enhance the Corporation’s BSA/AML
Compliance Program can be challenging. Further, the Corporation’s employees have been required to adopt and embrace
governance practices necessary to strengthen the Corporation’s risk management framework and regulatory compliance programs,
which can pose additional challenges in retaining and motivating the Corporation’s employees.

Finally, due to the existence of the Regulatory Orders, some counterparties may not be permitted to, due to their internal policies,
or may choose not to do business with the Corporation or its bank subsidiaries. Should counterparties which the Corporation or
its bank subsidiaries rely upon for the conduct of their business become unwilling to do business with the Corporation or its bank
subsidiaries, the Corporation’s results of operations and financial condition could be materially adversely effected.
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Financial reform legislation continues to have a significant impact on the Corporation's business and results of operations;
however, until more implementing regulations are adopted, the extent to which the legislation will impact the Corporation is
uncertain.

OnJuly 21,2010, the President of the United States signed into law the Dodd-Frank Act. The scope of the Dodd-Frank Act impacted
many aspects of the financial services industry, and the Act requires the development and adoption of many regulations, a significant
number of which have not yet been adopted or fully implemented. The effects of the Dodd-Frank Act on the financial services
industry depends, in large part, upon the extent to which regulators exercise the authority granted to them under the Dodd-Frank
Act and the approaches taken in implementing regulations. The delay in the implementation of many of the regulations mandated
by the Dodd-Frank Act on the timelines contemplated by such legislation has resulted in a lack of clear regulatory guidance to
banks with respect to certain matters. The resulting uncertainty can cause banks to take a cautious approach to business initiatives
and planning. Additional uncertainty regarding the effect of the Dodd-Frank Act exists due to court decisions and the potential for
additional legislative changes to the Dodd-Frank Act.

The Corporation, as well as the broader financial services industry, is continuing to assess the potential impact of the Dodd-Frank
Act (and its possible impact on customers' behaviors) on its business and operations and, at this stage, the extent of the impact
cannot be fully determined with any degree of certainty. However, the Corporation has been impacted, and will likely continue to
be in the future, by the so-called Durbin Amendment to the Dodd-Frank Act, which reduced debit card interchange revenue of
banks, and revised FDIC deposit insurance assessments. The Corporation has also been impacted by the Dodd-Frank Act in the
areas of corporate governance, capital requirements, risk management, stress testing and regulation under consumer protection
laws.

The Dodd-Frank Act established the CFPB. Among other things, the CFPB was given rulemaking authority over most providers
of consumer financial services in the U.S., examination and enforcement authority over the consumer operations of large banks,
as well as interpretive authority with respect to numerous existing consumer financial services regulations. The CFPB began
exercising these oversight authorities over the largest banks during 2011. Because the CFPB is a relatively new agency, the impact
on the Corporation, including its retail banking and mortgage businesses, is largely uncertain. However, any new regulatory
requirements, or modified interpretations of existing regulations, will affect the Corporation's consumer business practices and
operations, potentially resulting in increased compliance costs. Furthermore, the CFPB represents an additional source of potential
enforcement or litigation against the Corporation and, as a relatively new agency with a focus on consumer protection, the CFPB
may have new or different enforcement or litigation strategies than those utilized by other banking regulatory agencies. Such
actions could further increase the Corporation's costs.

Pursuant to the Dodd-Frank Act, the CFPB issued a series of final rules in January 2013 related to mortgage loan origination and
mortgage loan servicing. These final rules, most provisions of which became effective January 10, 2014, prohibit creditors, such
as the Corporation's bank subsidiaries, from extending residential mortgage loans without regard for the consumer's ability to
repay, provide certain safe harbor protections for the origination of loans that meet the requirements for a "qualified mortgage"
and add restrictions and requirements to residential mortgage origination and servicing practices. In addition, these rules restrict
the imposition of prepayment penalties and compensation practices relating to residential mortgage loan origination. Compliance
with these rules will likely increase the Corporation’s overall regulatory compliance costs and required the Corporation’s bank
subsidiaries to change their underwriting practices. Moreover, these rules may adversely affect the volume of mortgage loans that
the Corporation’s bank subsidiaries originate and may subject those subsidiaries to increased potential liability related to their
residential loan origination activities. In December 2013, the CFPB issued final rules revising and integrating previously separate
disclosures required under the Truth in Lending Act and the Real Estate Settlement Procedures Act in connection with closed-end
consumer mortgages. These final rules will become effective August 1, 2015, and compliance with these rules will require the
Corporation to adapt its systems and procedures to accommodate the use of new disclosure forms to be provided to closed-end
consumer mortgage borrowers at the time of application and at the time of closing for those loans within the timeframes required
under these new rules. Compliance with these new rules may increase the Corporation’s overall regulatory compliance costs. See
also Part I, Item 1, "Business," "Supervision and Regulation."

Additional growth, particularly at the Corporation's largest subsidiary, Fulton Bank, N.A., would subject it to additional
regulation and increased supervision.

The Dodd-Frank Actimposes additional regulatory requirements on institutions with $10 billion or more in assets. The Corporation's
largest bank subsidiary, Fulton Bank, N.A., had $9.5 billion in assets as of December 31, 2014. Additional growth (or the
consolidation of the Corporation’s subsidiary banks as discussed above) that results in Fulton Bank, N.A. having assets of $10
billion or more would subject Fulton Bank, N.A. to the following:

*  Supervision, examination and enforcement jurisdiction by the CFPB with respect to consumer financial protection laws;
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»  Stress testing requirements;

* A modified methodology for calculating FDIC insurance assessments and potentially higher assessment rates as a result
of institutions with $10 billion or more in assets being required to bear a greater portion of the cost of raising the FDIC
reserve ratio to 1.35% as required by the Dodd-Frank Act;

*  Heightened compliance standards under the Volcker Rule; and

*  Enhanced supervision as a larger financial institution.

See also Part I, Item 1, "Business," "Supervision and Regulation.”
Negative publicity could damage the Corporation’s reputation.

Reputation risk, or the risk to the Corporation's earnings and capital from negative public opinion, is inherent in the Corporation's
business. Negative public opinion could result from the Corporation's actual or alleged conduct in any number of activities,
including lending practices, corporate governance, regulatory, compliance, mergers and acquisitions, and disclosure, sharing or
inadequate protection of customer information and from actions taken by government regulators and community organizations in
response to that conduct. Because the Corporation conducts the majority of its businesses under the "Fulton" brand, negative public
opinion about one business could affect the Corporation's other businesses.

STRATEGIC AND EXTERNAL RISKS.
The Corporation is in the process of transforming its business model and this transformation may not be successful.

The Corporation historically has followed a “super-community” banking strategy under which the Corporation has operated its
subsidiary banks autonomously to maximize the advantages of the community banking model in serving the needs to its customers.
Reliance on this model has posed challenges to the Corporation's efforts to manage risk efficiently and effectively through a
centralized risk management and compliance function. As a result, over the next several years, the Corporation plans to transition
to a business model that will be oriented less on geographic boundaries and more focused on alignment with the customer segments
the Corporation serves.

The transformation of the Corporation’s business model may have some or all of the following unintended effects:

»  The efficiencies sought may not be achieved,

»  Some customers may not receive the change in business model in a positive manner and relationships with these customers
may be jeopardized,

»  The changes in organizational structure and the evolution of the Corporation’s culture that will be required to support
the transition to the new business model may lead to dissatisfaction among employees which could make it more difficult
for the Corporation to retain key employees;

»  The transition to the new business model may create operational and other challenges that are disruptive to the
Corporation’s business; and

»  Expenses will be incurred in the implementation of the new business model and the implementation process may distract
the Corporation from the achievement of other fundamental business objectives.

The Corporation may not be able to achieve its growth plans.

The Corporation’s business plan includes the pursuit of profitable growth. Under current economic, competitive and regulatory
conditions, profitable growth may be difficult to achieve due to one or more of the following factors:

* In the current, prolonged low interest rate environment, the Corporation’s net interest margin has been compressed and
it is possible that a net interest margin that is lower than historical levels could continue for some time. As a result,
income growth will likely need to come from growth in the volume of earning assets, particularly loans, and an increase
innon-interest income. However, customer demand and competition could make such income growth difficult to achieve;

* Inrecent years, reductions in the Corporation’s provision for credit losses have had a significant favorable impact on the
Corporation’s earnings, in comparison to earlier years, during which credit losses and the provision for credit losses were
elevated. Significant further reductions in the provision for loan losses are not likely;

*  Operating expenses, particularly in the compliance and risk management areas, have been elevated and such expenses
are unlikely to be reduced in the near future; and

*  Growth through acquisition or branching to supplement organic growth is unlikely to occur while the Regulatory Orders
referenced above are in place, due to an inability to obtain the required regulatory approvals.
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The competition the Corporation faces is significant and may reduce the Corporation's customer base and negatively impact
the Corporation's results of operations.

There is significant competition among commercial banks in the market areas served by the Corporation. In addition, the Corporation
also competes with other providers of financial services, such as savings and loan associations, credit unions, consumer finance
companies, securities firms, insurance companies, commercial finance and leasing companies, the mutual funds industry, full
service brokerage firms and discount brokerage firms, some of which are subject to less extensive regulations than the Corporation
is with respect to the products and services they provide and have different cost structures. Some of the Corporation's competitors
have greater resources, higher lending limits, lower cost of funds and may offer other services not offered by the Corporation. The
Corporation also experiences competition from a variety of institutions outside its market areas. Some of these institutions conduct
business primarily over the Internet and may thus be able to realize certain cost savings and offer products and services at more
favorable rates and with greater convenience to the customer.

Competition may adversely affect the rates the Corporation pays on deposits and charges on loans, thereby potentially adversely
affecting the Corporation's profitability. The Corporation's profitability depends upon its continued ability to successfully compete
in the market areas it serves. See Part I, Item 1, "Business," "Competition."

Ifthe goodwill that the Corporation has recorded in connection with its acquisitions becomes impaired, it could have a negative
impact on the Corporation's results of operations.

In the past, the Corporation supplemented its internal growth with strategic acquisitions of banks, branches and other financial
services companies. If the purchase price of an acquired company exceeds the fair value of the company's net assets, the excess
is carried on the acquirer's balance sheet as goodwill. As of December 31, 2014, the Corporation had $530.6 million of goodwill
recorded on its balance sheet. The Corporation is required to evaluate goodwill for impairment at least annually. Write-downs of
the amount of any impairment, if necessary, are to be charged to earnings in the period in which the impairment occurs. There can
be no assurance that future evaluations of goodwill will not result in impairment charges.

ECONOMIC AND CREDIT RISKS.

Difficult conditions in the economy and the capital markets may materially adversely affect the Corporation's business and
results of operations.

The Corporation's results of operations and financial condition are affected by conditions in the capital markets and the economy
generally. The Corporation's financial performance is highly dependent upon the business environment in the markets where the
Corporation operates and in the U.S. as a whole. Unfavorable or uncertain economic and market conditions can be caused by
declines in economic growth, business activity or investor or business confidence, limitations on the availability or increases in
the cost of credit and capital, increases in inflation or changes in interest rates, high unemployment, natural disasters or a combination
of these or other factors.

Specifically, the business environment impacts the ability of borrowers to pay interest on, and repay principal of, outstanding loans
and the value of collateral securing those loans, as well as demand for loans and other products and services the Corporation offers.
If the quality of the Corporation’s loan portfolio declines, the Corporation may have to increase its provision for credit losses,
which would negatively impact its results of operations, and could result in charge-offs of a higher percentage of its loans. Unlike
large, national institutions, the Corporation is not able to spread the risks of unfavorable local economic conditions across a large
number of diversified economies and geographic locations. If the communities in which the Corporation operates do not grow, or
if prevailing economic conditions locally or nationally are unfavorable, its business could be adversely affected. In addition,
increased market competition in a lower demand environment could adversely affect the profit potential of the Corporation.

The Corporation is subject to certain risks in connection with the establishment and level of its allowance for credit losses.

The allowance for credit losses consists of the allowance for loan losses and the reserve for unfunded lending commitments. While
the Corporation believes that its allowance for credit losses as of December 31, 2014 is sufficient to cover incurred losses in the
loan portfolio on that date, the Corporation may be required to increase its provision for credit losses due to changes in the risk
characteristics of the loan portfolio, thereby negatively impacting its results of operations.

The allowance for loan losses represents management’s estimate of losses inherent in the loan portfolio as of the balance sheet
date and is recorded as a reduction to loans. Management’s estimate of losses inherent in the loan portfolio is dependent on the
proper application of its methodology for determining its allowance needs. The most critical judgments underpinning that
methodology include: the ability to identify potential problem loans in a timely manner; proper collateral valuation of impaired
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loans evaluated for impairment; proper measurement of allowance needs for pools of loans measured for impairment; and an
overall assessment of the risk profile of the loan portfolio.

The Corporation determines the appropriate level of the allowance for credit losses based on many quantitative and qualitative
factors, including, but not limited to: the size and composition of the loan portfolio; changes in risk ratings; changes in collateral
values; delinquency levels; historical losses; and economic conditions. In addition, as the Corporation’s loan portfolio grows, it
will generally be necessary to increase the allowance for credit losses through additional provisions, which would adversely impact
the Corporation’s operating results.

If the Corporation’s assumptions and judgments regarding such matters prove to be inaccurate, its allowance for credit losses
might not be sufficient, and additional provisions for credit losses might need to be made. Depending on the amount of such
provisions for credit losses, the adverse impact of the Corporation’s earnings could be material.

Furthermore, banking regulators may require the Corporation to make additional provisions for credit losses or otherwise recognize
further loan charge-offs or impairments following their periodic reviews of the Corporation’s loan portfolio, underwriting
procedures and allowance for credit losses. Any increase in the Corporation’s allowance for credit losses or loan charge-offs as
required by such regulatory authorities could have a material adverse effect on the Corporation’s financial condition and results
of operations. See Item 7, "Management’s Discussion and Analysis of Financial Condition and Results of Operations," "Financial
Condition - Provision and Allowance for Credit Losses."

Economic downturns and the composition of the Corporation’s loan portfolio subject the Corporation to credit risk.

Economic downturns and the composition of the Corporation’s loan portfolio subject the Corporation to credit risk. National,
regional and local economic conditions can impact the Corporation’s loan portfolio. For example, an increase in unemployment,
a decrease in real estate values or changes in interest rates, as well as other factors, such as a substantial decline in the stock market
could weaken the economies of the communities the Corporation serves. Weakness in the market areas served by the Corporation
may depress the Corporation’s earnings and consequently its financial condition because:

*  borrowers may not be able to pay interest on, and repay their principal of, outstanding loans;
« the value of the collateral securing the Corporation's loans to borrowers may decline; and
* demand for loans, as well as and other products and services the Corporation offers, may decline.

Approximately $9.6 billion, or 73.3%, of the Corporation’s loan portfolio was in commercial loans, commercial mortgage loans,
and construction loans at December 31, 2014. Commercial loans, commercial mortgage loans and construction loans generally
involve a greater degree of credit risk than residential mortgage loans and consumer loans because they typically have larger
balances and are more affected by adverse conditions in the economy. Because payments on these loans often depend on the
successful operation and management of businesses and properties, repayment of such loans may be affected by factors outside
the borrower’s control, such as adverse conditions in the real estate markets, adverse economic conditions or changes in government
regulation. See Item 7, "Management’s Discussion and Analysis of Financial Condition and Results of Operations," "Financial
Condition - Loans."

Price fluctuations in securities markets, as well as other market events, such as a disruption in credit and other markets and
the abnormal functioning of markets for securities, could have an impact on the Corporation's results of operations.

The market value of the Corporation's securities investments, which include municipal securities, auction rate securities, corporate
debt securities and equity investments, as well as the revenues the Corporation earns from its trust and investment management
services business, are particularly sensitive to price fluctuations and market events. Declines in the values of the Corporation’s
securities holdings, combined with adverse changes in the expected cash flows from these investments, could result in other-than-
temporary impairment charges.

As of December 31,2014, the Corporation’s securities investments included $100.9 million of investments in student loan auction
rate certificates (ARCs). Following the failures of periodic auctions for these ARCs, which began in 2008 and have continued
since that time, there has not been an active market for these securities. Other than sporadic redemptions and tender offers made
by the issuers of these ARCs, these securities are illiquid. Secondary market transactions involving ARCs typically represent forced
liquidations or distressed sales and do not provide an accurate basis for determining their fair value. The Corporation does not
have the intent to sell the ARCs and does not believe it will more likely than not be required to sell any of the ARCs prior to a
recovery of their fair value to amortized cost, which may be at maturity. However, if the Corporation chose to liquidate these
securities prior to their maturity, it would likely have to do so at "distressed" sale prices and would likely do so at a loss.
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A portion of the Corporation's securities portfolio includes holdings of equity investments, including stocks of publicly traded
financial institutions. The portfolio of publicly traded financial institutions includes shares of a single financial institution which,
as of December 31, 2014, had a fair value of $30.4 million. The Corporation's holdings of this financial institution constituted
approximately 72.7% of the fair value of the Corporation's aggregate holdings of publicly traded financial institutions as of that
date.

The Corporation's investment management and trust services revenue, which is partially based on the value of the underlying
investment portfolios, can also be impacted by fluctuations in the securities markets. If the values of those investment portfolios
decrease, whether due to factors influencing U.S. securities markets, in general, or otherwise, the Corporation's revenue could be
negatively impacted. In addition, the Corporation's ability to sell its brokerage services is dependent, in part, upon consumers'
level of confidence in securities markets.

See also Part I, Item 7A, "Quantitative and Qualitative Disclosures About Market Risk."
OPERATIONAL RISKS.

The Corporation is exposed to many types of operational and other risks and the Corporation's framework for managing risks
may not be effective in mitigating risk.

The Corporation is exposed to many types of operational risk, including the risk of human error or fraud by employees and outsiders,
unsatisfactory performance by employees and vendors, clerical and record-keeping errors, computer and telecommunications
systems malfunctions or failures and reliance on data that may be faulty or incomplete. In an environment characterized by
continual, rapid technological change, as discussed below, when the Corporation introduces new products and services, or makes
changes to its information technology systems and processes, these operational risks are increased. Any of these operational risks
could result in the Corporation's diminished ability to operate one or more of its businesses, financial loss, potential liability to
customers, inability to secure insurance, reputational damage and regulatory intervention, which could materially adversely affect
the Corporation.

The Corporation’s risk management framework is subject to inherent limitations, and there may exist, or develop in the future,
risks that the Corporation has not anticipated or identified. If the Corporation's risk management framework proves to be ineffective,
the Corporation could suffer unexpected losses and could be materially adversely affected. The Corporation’s traditional super-
community banking strategy challenges the Corporation's efforts to manage risk efficiently and effectively through a centralized
risk management and compliance function.

The Corporation’s operational risks include risks associated with third-party vendors and other financial institutions.

The Corporation relies upon certain third-party vendors to provide products and services necessary to maintain its day-to-day
operations, including, notably, responsibility for the core processing system that services all of the Corporation’s bank subsidiaries.
For example, the Corporation's businesses are dependent on its ability to process a large number of increasingly complex
transactions; a significant amount of this processing is provided to the Corporation by third-party vendors. Accordingly, the
Corporation’s operations are exposed to the risk that these vendors might not perform in accordance with applicable contractual
arrangements or service level agreements. The failure of an external vendor to perform in accordance with applicable contractual
arrangements or service level agreements could be disruptive to the Corporation’s operations, which could have a material adverse
effect on the Corporation’s financial condition and results of operations. Further, third-party vendor risk management has become
a point of regulatory emphasis recently. A failure of the Corporation to follow applicable regulatory guidance in this area could
expose the Corporation to regulatory sanctions.

The commercial soundness of many financial institutions may be closely interrelated as a result of credit, trading, execution of
transactions or other relationships between the institutions. As a result, concerns about, or a default or threatened default by, one
institution could lead to significant market-wide liquidity and credit problems, losses or defaults by other institutions. This risk is
sometimes referred to as "systemic risk" and may adversely affect financial intermediaries, such as clearing agencies, clearing
houses, banks, securities firms and exchanges, with which the Corporation interacts on a daily basis, and therefore could adversely
affect the Corporation.

Any of these operational or other risks could result in the Corporation's diminished ability to operate one or more of its businesses,

financial loss, potential liability to customers, inability to secure insurance, reputational damage and regulatory intervention, which
could materially adversely affect the Corporation.
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The Corporation’s internal controls may be ineffective.

One critical component of the Corporation’s risk management framework is its system of internal controls. Management regularly
reviews and updates the Corporation’s internal controls, disclosure controls and procedures, and corporate governance policies
and procedures. Any system of controls, however well designed and operated, is based in part on certain assumptions and can
provide reasonable, but not absolute, assurances that the objectives of the controls are met. Any failure or circumvention of the
Corporation’s controls and procedures or failure to comply with regulations related to controls and procedures could have a material
adverse effect on the Corporation’s business, results of operations, and financial condition. See Part II, Item 9A, "Controls and
Procedures."

Loss of, or failure to adequately safeguard, confidential or proprietary information may adversely affect the Corporation's
operations, net income or reputation.

The Corporation regularly collects, processes, transmits and stores significant amounts of its own confidential information, as
well as confidential information regarding its customers, employees and others, that is necessary to the conduct of its business.
In some cases, this confidential or proprietary information is collected, compiled, processed, transmitted or stored by third parties
on behalf of the Corporation. A failure in or breach of the Corporation's operational or information security systems, or those of
the Corporation's third-party service providers, as a result of cyber attacks or information security breaches or due to employee
error, malfeasance or other disruptions could adversely affect the Corporation’s business, result in the disclosure or misuse of
confidential or proprietary information, damage the Corporation’s reputation, increase the Corporation’s costs and/or cause losses
and could subject the Corporation to significant regulatory consequences. As a result, cyber security and the continued development
and enhancement of the controls and processes designed to protect the Corporation's systems, computers, software, data and
networks from attack, damage or unauthorized access remain a priority for the Corporation.

The safeguards employed by the Corporation do not provide absolute assurance that mishandling, misuse or loss of the information
will not occur, and that if mishandling, misuse or loss of the information did occur, those events will be promptly detected and
addressed. As information security risks and cyber threats continue to evolve (and possibly increase as technological developments
may further increase cyber threats), the Corporation may be required to expend additional resources to continue to enhance its
information security measures and/or to investigate and remediate any information security vulnerabilities.

The Corporation’s insurance includes coverage for so-called "cyber security risks." However, in the event of a breach of data
security, the amount of such coverage may prove to be inadequate. Further, such insurance includes deductibles and exclusions
which may result in less than full coverage for losses incurred.

The Corporation continually encounters technological change.

The financial services industry is continually undergoing rapid technological change with frequent introductions of new technology-
driven products and services. The effective use of technology increases efficiency and enables financial institutions to better serve
customers and to reduce costs. The Corporation’s future success depends, in part, upon its ability to address the needs of its
customers by using technology to provide products and services that will satisfy customer demands, as well as to create additional
efficiencies in the Corporation’s operations. Many of the Corporation’s financial institution competitors have substantially greater
resources to invest in technological improvements and new payment services developed and offered by non-financial institution
competitors pose an increasing threat to the traditional payment services offered by financial institutions. The Corporation may
not be able to effectively implement new technology-driven products and services, be successful in marketing these products and
services to its customers, or effectively deploy new technologies to improve the efficiency of its operations. Failure to successfully
keep pace with technological change affecting the financial services industry could have a material adverse impact on the
Corporation’s business, financial condition and results of operations.

Further, the costs of new technology, including personnel, can be high in both absolute and relative terms. There can be no assurance,
given the past pace of change and innovation, that the Corporation’s technology, either purchased or developed internally, will
meet or continue to meet the needs of the Corporation and the needs of its customers.

The Corporation may not be able to attract and retain skilled people.

The Corporation’s success depends, in large part, on its ability to attract and retain skilled people. Competition for talented personnel
in most activities engaged in by the Corporation can be intense, and the Corporation may not be able to hire sufficiently skilled
people or to retain them. The unexpected loss of services of one or more of the Corporation’s key personnel could have a material
adverse impact on the Corporation’s business because of their skills, knowledge of the Corporation’s markets, years of industry
experience and the difficulty of promptly finding qualified replacement personnel.
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As an example and as noted above, the Corporation is engaged in an effort to enhance its compliance and risk management
functions. As many of the Corporation’s peers are engaged in similar efforts, the competition for personnel with skills in these
areas can be significant and, to the extent that the Corporation is able to attract qualified personnel, the expense associated with
hiring and retaining such personnel may be substantial.

RISKS RELATED TO AN INVESTMENT IN THE CORPORATION’S SECURITIES.

The Corporation's future growth may require the Corporation to raise additional capital in the future, but that capital may not
be available when it is needed or may be available only at an excessive cost.

The Corporation is required by regulatory authorities to maintain adequate levels of capital to support its operations. In 2014, the
Corporation issued subordinated debt intended to qualify as Tier 2 capital for regulatory purposes and the Corporation anticipates
that current capital levels will satisfy regulatory requirements for the foreseeable future. The Corporation, however, may at some
point choose to raise additional capital to support future growth. The Corporation's ability to raise additional capital will depend,
in part, on conditions in the capital markets at that time, which are outside of the Corporation's control. Accordingly, the Corporation
may be unable to raise additional capital, if and when needed, on terms acceptable to the Corporation, or at all. If the Corporation
cannot raise additional capital when needed, its ability to expand operations through internal growth and acquisitions could be
materially impacted. In the event of a material decrease in the Corporation's stock price, future issuances of equity securities could
result in dilution of existing shareholder interests.

Capital planning has taken on more importance due to regulatory requirements and the Basel 111 capital standards.

Consistent with current regulatory guidance, the Corporation conducts an annual stress test using data as of September 30 of each
year and different scenarios provided by the FRB, and reports the results of the stress test to the FRB by March 31 of the following
year. Beginning with the results of the stress test reported to the FRB in March 2015, the Corporation will also be required to
publicly disclose a summary of the results of the stress test completed under the severely adverse scenario. The Corporation's
board of directors and its senior management are required to consider the results of the stress test in the normal course of business,
including as part of its capital planning process and the evaluation of the adequacy of its capital. The results of the stress testing
process may lead the Corporation to retain additional capital or alter the mix of its capital components. In addition, the
implementation of certain regulations with regard to regulatory capital could disproportionately affect the Corporation's regulatory
capital position relative to that of its competitors, including those who may not be subject to the same regulatory requirements.

In 2013, the federal banking regulatory agencies implemented the U.S. Basel III Capital Rules, including: (i) new minimum
Common Equity Tier 1 capital ratio of 4.50% of risk-weighted assets, (ii) increased minimum Tier | capital ratio (from 4.00% to
6.00% of risk-weighted assets), (iii) retention of the current minimum Total capital ratio of 8.00% of risk-weighted assets and the
minimum Tier 1 leverage capital ratio at 4.00% of average assets and (iv) a new "capital conservation buffer" of 2.50% above the
minimum risk-based capital requirements which must be maintained to avoid restrictions on capital distributions and certain
discretionary bonus payments. As a result of the implementation of the new capital standards, certain non-qualifying capital
instruments, including cumulative preferred stock and trust preferred securities, will be excluded as a component of Tier 1 capital
for institutions of the Corporation’s size and included in Tier 2 capital.

The fully phased-in capital standards under the U.S. Basel III Capital Rules require banks to maintain more capital than the
minimum levels required under current regulatory capital standards. The new minimum regulatory capital requirements begin to
apply to the Corporation on January 1, 2015. The required minimum capital conservation buffer will be phased in incrementally
starting on January 1, 2016 and will be fully phased in on January 1, 2019. The failure to meet the established capital requirements
could result in the federal banking regulators placing limitations or conditions on the activities of the Corporation or its bank
subsidiaries or restricting the commencement of new activities, and such failure could subject the Corporation or its bank
subsidiaries to a variety of enforcement remedies, including limiting the ability of the Corporation or its bank subsidiaries to pay
dividends, issuing a directive to increase capital and terminating FDIC deposit insurance. In addition, the failure to comply with
the capital conservation buffer will result in restrictions on capital distributions and discretionary cash bonus payments to executive
officers. As of December 31, 2014, the Corporation believes its current capital levels would meet the fully-phased in minimum
capital requirements, including capital conservation buffers, as set forth in the U.S. Basel III Capital Rules. See Part I, Item 1,
"Business," "Supervision and Regulation - Capital Requirements."

The Corporation is a holding company and relies on dividends from its subsidiaries for substantially all of its revenue and its
ability to make dividends, distributions and other payments.

The Corporation is a separate and distinct legal entity from its banking and nonbanking subsidiaries, and depends on the payment
of dividends from its subsidiaries, principally its banking subsidiaries, for substantially all of its revenues. As a result, the
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Corporation's ability to make dividend payments on its common stock depends primarily on certain federal and state regulatory
considerations and the receipt of dividends and other distributions from its subsidiaries. There are various regulatory and prudential
supervisory restrictions, which may change from time to time, that impact the ability of the Corporation’s banking subsidiaries to
pay dividends or make other payments to it. There can be no assurance that the Corporation’s banking subsidiaries will be able to
pay dividends at past levels, or at all, in the future. If the Corporation does not receive sufficient cash dividends or is unable to
borrow from its banking subsidiaries, then the Corporation may not have sufficient funds to pay dividends to its shareholders,
repurchase its common stock or service its debt obligations. See Part I, Item 1, "Business," "Supervision and Regulation - Loans
and Dividends from Subsidiary Banks."

In addition, as noted above, liquidity and capital planning at both the bank and holding company levels has become an area of
increased regulatory emphasis. In recent years, the Corporation has pursued a strategy of capital management under which it has
sought to deploy its capital, through stock repurchases, increased regular dividends and special dividends, in a manner that is
beneficial to the Corporation’s shareholders. This capital management strategy is subject to regulatory supervision.

A downgrade in the credit ratings of the Corporation or its bank subsidiaries could have a material adverse impact on the
Corporation.

Fitch, Inc. and Moody's Investors Service, Inc. continuously evaluate the Corporation and its subsidiaries, and their ratings of the
Corporation and its subsidiary's long-term and short-term debt are based on a number of factors, including financial strength, as
well as factors not entirely within its and its subsidiaries' control, such as conditions affecting the financial services industry
generally. Moreover, Fitch and Moody's have indicated that they are evaluating the impact of the Dodd-Frank Act on the rating
support assumptions currently included in their methodologies. In light of these reviews and the continued focus on the financial
services industry generally, the Corporation and its subsidiaries may not be able to maintain their current respective ratings. Ratings
downgrades by Fitch or Moody's could have a significant and immediate impact on the Corporation's funding and liquidity through
cash obligations, reduced funding capacity and collateral triggers. A reduction in the Corporation's or its subsidiaries' credit ratings
could also increase the Corporation's borrowing costs and limit its access to the capital markets.

Downgrades in the credit or financial strength ratings assigned to the counterparties with whom the Corporation transacts, could
create the perception that the Corporation's financial condition will be adversely impacted as a result of potential future defaults
by such counterparties. Additionally, the Corporation could be adversely affected by a general, negative perception of financial
institutions caused by the downgrade of other financial institutions. Accordingly, ratings downgrades for other financial institutions
could affect the market price of the Corporation's stock and could limit access to or increase its cost of capital.

Anti-takeover provisions could negatively impact the Corporation's shareholders.

Provisions of banking laws, Pennsylvania corporate law and of the Corporation's Amended and Restated Articles of Incorporation
and Bylaws could make it more difficult for a third party to acquire control of the Corporation or have the effect of discouraging
athird party from attempting to acquire control of the Corporation. To the extent that these provisions discourage such a transaction,
holders of the Corporation's common stock may not have an opportunity to dispose of part or all of their stock at a higher price
than that prevailing in the market. These provisions may also adversely affect the market price of the Corporation’s stock. In
addition, some of these provisions make it more difficult to remove, and thereby may serve to entrench, the Corporation's incumbent
directors and officers, even if their removal would be regarded by some shareholders as desirable.

Certain provisions of Pennsylvania corporate law applicable to the Corporation’s and the Corporation's Amended and Restated
Articles of Incorporation and Bylaws include provisions which may be considered to be "anti-takeover" in nature because they
may have the effect of discouraging or making more difficult the acquisition of control of the Corporation by means of a hostile
tender offer, exchange offer, proxy contest or similar transaction. These provisions are intended to protect the Corporation's
shareholders by providing a measure of assurance that the Corporation's shareholders will be treated fairly in the event of an
unsolicited takeover bid and by preventing a successful takeover bidder from exercising its voting control to the detriment of the
other shareholders. However, the anti-takeover provisions set forth in the Corporation's Amended and Restated Articles of
Incorporation and Bylaws, taken as a whole, may discourage a hostile tender offer, exchange offer, proxy solicitation or similar
transaction relating to the Corporation's common stock.

The ability of a third party to acquire the Corporation is also limited under applicable banking regulations. The BHCA requires
any "bank holding company" (as defined in that Act) to obtain the approval of the FRB prior to acquiring more than 5% of the
Corporation’s outstanding common stock. Any person other than a bank holding company is required to obtain prior approval of
the FRB to acquire 10% or more of the Corporation’s outstanding common stock under the Change in Bank Control Act of 1978
and, under certain circumstances, such approvals are required at an even lower ownership percentage. Any holder of 25% or more
of the Corporation’s outstanding common stock, other than an individual, is subject to regulation as a bank holding company under
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the BHCA. In addition, the delays associated with obtaining necessary regulatory approvals for acquisitions of interests in bank
holding companies also tend to make more difficult certain acquisition structures, such as a tender offer. While these provisions
do not prohibit an acquisition, they would likely act as a deterrent factor to an unsolicited takeover attempt.

Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

The following table summarizes the Corporation’s full-service branch properties, by subsidiary bank, as of December 31, 2014.
Remote service facilities (mainly stand-alone automated teller machines) are excluded.

Subsidiary Bank Owned Leased Brzggilles

Fulton Bank, NLA. .. ...ooeiiiieieeie ettt ettt e sveeeteeetaeeveeetaeesaessseenseessseenseessseansaenseean 45 70 115
Fulton Bank of NEW JEISEY .....c..eiirieierieieieieieeiteit ettt 38 32 70
The Columbia Bank............c.ccoiiiiiiiiiiiiiiiieeeeeeee e 9 24 33
Lafayette Ambassador Bank............cccoeoviiniininiiiniiciccncctseese s 5 16 21
FINB Bank, NoA. ..ottt s 6 2 8
Swineford National Bank ..........cccoccovereinieiniiniinencncncencee e 5 2 7

e 7 108 146 254

The following table summarizes the Corporation’s other significant administrative properties. Banking subsidiaries also maintain
administrative offices at their respective main banking branches, which are included within the preceding table.

Owned/
Entity Property Location Leased

Fulton Bank, N.A./Fulton Financial Corporation ........... Corporate Headquarters Lancaster, PA @)
Fulton Financial Corporation............cecceevecververveneeennene. Operations Center East Petersburg, PA Owned
Fulton Bank, N.A. . ....ooiiiiiiiieiieeeie e Operations Center Mantua, NJ Owned

(1) Includes approximately 100,000 square feet which is owned by an independent third party who financed the construction through a loan from Fulton Bank,
N.A. The Corporation is leasing this space from the third party in an arrangement accounted for as a capital lease. The lease term expires in 2027. The
Corporation owns the remainder of the Corporate Headquarters location. This property also includes a Fulton Bank, N.A. branch, which is included in the
preceding table.

Item 3. Legal Proceedings

The Corporation and its subsidiaries are involved in various legal proceedings in the ordinary course of business of the
Corporation. The Corporation periodically evaluates the possible impact of pending litigation matters based on, among other
factors, the advice of counsel, available insurance coverage and recorded liabilities and reserves for probable legal liabilities and
costs. In addition, from time to time, the Corporation is the subject of investigations or other forms of regulatory or governmental
inquiry covering a range of possible issues and, in some cases, these may be part of similar reviews of the specified activities of
other industry participants. These inquiries could lead to administrative, civil or criminal proceedings, and could possibly result
in fines, penalties, restitution or the need to alter the Corporation’s business practices, and cause the Corporation to incur additional
costs. The Corporation’s practice is to cooperate fully with regulatory and governmental investigations.

As of the date of this report, the Corporation believes that any liabilities, individually or in the aggregate, which may result from
the final outcomes of pending proceedings will not have a material adverse effect on the financial position, the operating results
and/or the liquidity of the Corporation. However, legal proceedings are often unpredictable, and the actual results of such
proceedings cannot be determined with certainty.

Regulatory Matters

In July 2014, three wholly owned banking subsidiaries of the Corporation, Fulton Bank, N.A., Swineford National Bank and FNB
Bank, N.A., each entered into a Stipulation and Consent to the Issuance of a Consent Order with their primary federal banking
regulatory agency, the Office of the Comptroller of the Currency (OCC), consenting to the issuance by the OCC of a Consent
Order (collectively, together with each Stipulation and Consent to the Issuance of a Consent Order, the OCC Consent Orders).
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The OCC Consent Orders relate to identified deficiencies in a centralized Bank Secrecy Act and anti-money laundering compliance
program (the BSA/AML Compliance Program), which was designed to comply with the requirements of the Bank Secrecy Act,
the USA Patriot Act of 2001 and related anti-money laundering regulations (collectively, the BSA/AML Requirements), as disclosed
by the Corporation in a Current Report on Form 8-K filed with the SEC on July 18, 2014. The OCC Consent Orders require,
among other things, that the banking subsidiaries review, assess and take actions to strengthen and enhance their the BSA/AML
Compliance Program, including elements of the BSA/AML Compliance Program relating to: internal controls designed to ensure
compliance with the BSA/AML Requirements; the periodic risk assessment process relating to the BSA/AML Requirements;
customer due diligence procedures; enhanced due diligence procedures for higher-risk customers; procedures for monitoring for,
identifying, investigating and reporting suspicious activity, or known or suspected violations of law; the qualifications and
sufficiency of staff responsible for carrying out the BSA/AML Compliance Program; and training related to the BSA/AML
Requirements.

In September 2014, the Corporation and its wholly owned banking subsidiary, Lafayette Ambassador Bank (Lafayette), entered
into a Cease and Desist Order Issued Upon Consent (the Cease and Desist Order) with their primary federal banking regulatory
agency, the Board of Governors of the Federal Reserve System (the FRB), as disclosed by the Corporation in a Current Report on
Form 8-K filed with the SEC on September 9, 2014. The Cease and Desist Order relates to identified deficiencies in the BSA/
AML Compliance Program, which was designed to comply with the BSA/AML Requirements. The requirements of the Cease
and Desist Order are similar to the requirements of the OCC Consent Orders. In addition, the Cease and Desist Order requires,
among other things, that the Corporation engage an independent third-party firm to conduct a comprehensive assessment of the
BSA/AML Compliance Program, and that Lafayette engage an independent third-party firm to conduct a retrospective review of
account and transaction activity from January 1, 2014 to June 30, 2014 associated with high-risk customers to determine whether
suspicious activity was properly identified and reported in accordance with the BSA/AML Requirements. Based on the results of
this transaction review, the FRB may require a review of transactions for additional time periods.

As disclosed by the Corporation in a Current Report on Form 8-K filed with the SEC on December 29, 2014, in December 2014,
The Columbia Bank (Columbia), a wholly-owned banking subsidiary of the Corporation, entered into a Stipulation and Consent
to the Issuance of a Consent Order with the Federal Deposit Insurance Corporation (the FDIC) consenting to the issuance by the
FDIC of a Consent Order (the FDIC Consent Order). In addition, Columbia entered into a Stipulation and Consent to the Issuance
of a Consent Order with the Commissioner of Financial Regulation for the State of Maryland (the Commissioner), consenting to
the issuance by the Commissioner of a Consent Order, and an Acknowledgement of Adoption of FDIC Consent Order by the
Commissioner of Financial Regulation, pursuant to which, the Commissioner and Columbia agreed that, upon issuance of the
FDIC Consent Order, the FDIC Consent Order shall be binding between the Commissioner and Columbia with the same legal
effect as if the Commissioner had issued a separate Consent Order that included all of the provisions of the FDIC Consent Order.
The FDIC Consent Order relates to identified deficiencies in the BSA/AML Compliance Program, which was designed to comply
with the BSA/AML Requirements. The requirements of the FDIC Consent Order are similar to the requirements of the OCC
Consent Orders and the Cease and Desist Order. In addition, the FDIC Consent Order requires, among other things, that: (i) the
Board of Directors of Columbia designate a permanent, qualified and experienced Bank Secrecy Act officer that: is acceptable to
the FDIC and the Commissioner; reports monthly to the Board of Directors of Columbia; and is provided with sufficient authority
and resources to implement the BSA/AML Compliance Program; and (ii) Columbia conduct a retrospective review of currency
transaction aggregation reports and Currency Transaction Reports from May 1, 2013 through the effective date of the FDIC Consent
Order to determine whether transactions by a common conductor were properly identified and reported.

On February 25, 2015, Fulton Bank of New Jersey (FBNJ), the Corporation’s sixth wholly owned banking subsidiary, entered
into a Stipulation and Consent to the Issuance of a Consent Order with the FDIC consenting to the issuance by the FDIC of a
Consent Order (the 2015 FDIC Consent Order). In addition, on February 25, 2015, FBNJ entered into a Consent Order with the
Commissioner of Banking and Insurance for the State of New Jersey (the New Jersey Consent Order and, together with the FDIC
Consent Order, the 2015 Consent Orders). The 2015 Consent Orders impose substantially identical requirements and relate to
identified deficiencies in the BSA/AML Compliance Program, which was designed to comply with the BSA/AML Requirements.
The requirements of the 2015 Consent Orders are similar to the requirements of the FDIC Consent Order, except that FBNJ is
required to review and enhance its periodic risk assessment process relating to the BSA/AML Requirements, and FBNJ is not
required to conduct a retrospective review of past currency transaction aggregation reports and Currency Transaction Reports. See
Part II, Item 9B "Other Information" for additional information regarding the 2015 Consent Orders.

Item 4. Mine Safety Disclosures

Not applicable.
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PART I1

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

Common Stock

As of December 31, 2014, the Corporation had 178.9 million shares of $2.50 par value common stock outstanding held by
approximately 36,000 holders of record. The closing price per share of the Corporation’s common stock on December 31, 2014
was $12.36. The common stock of the Corporation is traded on the Global Select Market of The NASDAQ Stock Market under
the symbol FULT.

The following table presents the quarterly high and low prices of the Corporation’s stock and per share cash dividends declared
for each of the quarterly periods in 2014 and 2013:

Price Range Slrfl;e
High Low Dividend

2014

FArSt QUATTET ...ttt ettt ettt et b et s be e e ne s $ 1318 $ 11.73 § 0.08
SECONA QUATLET .....evviieieiieiietieiteetieteeeeteettesteestesaeeaesseessesseensesseenseessenseessensesnsesseenses 13.16 11.35 0.08
TRITA QUATTET ...ttt e et ettt st se e e e e e et eneeseene e 12.71 11.05 0.08
FOUrth QUATTET ....c..ieeieiieeieieietecieete sttt ettt et e sae e e saeensesseensessaensessaensenseenes 12.67 10.43 0.10
2013

FAIST QUATTET......vevetieieteeete ettt ettt ettt et se et se et et ete s ete st essesessesensesessesensesens $ 1191 $ 9.78 $ 0.08
SECONA QUATLET ..ottt ettt ettt ettt sttt se e et e et et eneeseene e 11.91 10.30 0.08
THIrd QUATEET .....e.vieeietieiieetieieeteete et et e et eteeseeseseeesseeseensesssenseessenseessesseensesseensesseenses 13.08 11.23 0.08
FOurth QUATTET ..ottt 13.40 11.50 0.08

Restrictions on the Payments of Dividends

The Corporation is a separate and distinct legal entity from its banking and nonbanking subsidiaries, and depends on the payment
of dividends from its subsidiaries, principally its banking subsidiaries, for substantially all of its revenues. As a result, the
Corporation's ability to make dividend payments on its common stock depends primarily on certain federal and state regulatory
considerations and the receipt of dividends and other distributions from its subsidiaries. There are various regulatory and prudential
supervisory restrictions, which may change from time to time, that impact the ability of its banking subsidiaries to pay dividends
or make other payments to it. For additional information regarding the regulatory restrictions applicable to the Corporation and
its subsidiaries, see Part I, Item 1, "Business - Supervision and Regulation," Part I, Item 1A, "Risk Factors - The Corporation is a
holding company and relies on dividends from its subsidiaries for substantially all of its revenue and its ability to make dividends,
distributions and other payments" and Part II, Item 8, "Financial Statements and Supplementary Data - Notes to Consolidated
Financial Statements - Note K - Regulatory Matters" of this Report.

Securities Authorized for Issuance under Equity Compensation Plans

The following table provides information about options outstanding under the Corporation’s Amended and Restated Equity and
Cash Incentive Compensation Plan and the number of securities remaining available for future issuance under the Corporation's
Amended and Restated Equity and Cash Incentive Compensation Plan, the 2011 Directors' Equity Participation Plan and the
Employee Stock Purchase Plan as of December 31, 2014:

Number of securities
remaining available for
future issuance under

Equity compensation Weighted-average exercise equity compensation plans
plans approved by price of outstanding options, (excluding securities
Plan Category security holders warrants and rights reflected in first column) (1)
Equity compensation plans approved by security holders......... 4302,464 $ 12.89 14,004,874
Equity compensation plans not approved by security holders... _ N/A —
TOLAL ..ottt 4,302,464 § 12.89 14,004,874

(1) Consists of 11,393,846 shares that may be awarded under the Amended and Restated Equity and Cash Incentive Compensation Plan, 409,749 shares that may
be awarded under the 2011 Directors' Equity Participation Plan and 2,201,279 of shares that may be purchased under the Employee Stock Purchase Plan.
Excludes accrued purchase rights under the Employee Stock Purchase Plan as of December 31, 2014 as the number of shares to be purchased is indeterminable
until the time shares are issued.
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Performance Graph

The following graph shows cumulative investment returns to shareholders based on the assumptions that (A) an investment of
$100.00 was made on December 31, 2008, in each of the following: (i) Fulton Financial Corporation common stock; (ii) the stock
of all companies on the NASDAQ Bank Index; (iii); the stock all companies on the Standard and Poor's 500 index (S&P 500);
and (B) all dividends were reinvested in such securities over the past five years. The graph is not indicative of future price
performance.

The graph below is furnished under this Part II, Item 5 of this Form 10-K and shall not be deemed to be "soliciting material" or
to be "filed" with the SEC or subject to Regulation 14A or 14C, or to the liabilities of Section 18 of the Exchange Act of 1934, as
amended.

Fulton Financial Corporation
Total Return Performance
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Period Ending
—@— Fulton Financial Corporation —&— S&P 500
NASDAQ Bank Index
Year Ending December 31
Index 2009 2010 2011 2012 2013 2014
Fulton Financial Corporation...............c.c.c...... $ 100.00 $ 120.02 $ 11625 $ 11733 § 164.07 $§ 159.38
S&P 500......cioiiiieineneeeees $ 100.00 $ 11506 $ 11749 $§ 13630 $ 18044 §$ 205.14
NASDAQ Bank IndeX ........cccccevevereienecnenns $ 100.00 § 11416 § 102.17 § 12126 § 171.86 § 180.31
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Issuer Purchases of Equity Securities

The following table presents the Corporation's monthly repurchases of its common stock during the fourth quarter of 2014:

Total Number Maximum
of Shares Number of
Purchased as Shares that
Part of May Yet Be
Publicly Purchased
Total Number Announced Under the
of Shares Average Price Plans or Plans or
Period Purchased Paid per Share Programs Programs
October 1, 2014 to October 31, 2014 — — — —
November 1, 2014 to November 30, 2014 6,509,357 $12.29 6,509,357 1,627,340
December 1, 2014 to December 31,2014 — — — 1,627,340

In November 2014, the Corporation entered into an accelerated share repurchase agreement (ASR) with a third party to repurchase
$100 million of shares of its common stock. Under the terms of the ASR, the Corporation paid $100 million to the third party in
November 2014 and received an initial delivery of 6.5 million shares, representing 80% of the shares expected to be delivered
under the ASR, based on the closing price for the Corporation’s shares on November 13, 2014. The final number of shares of to
be repurchased under the ASR will depend upon the daily volume-weighted average prices of the Corporation’s shares, less a
discount, over the term of the ASR. The ASR contains customary terms for such transactions, including mechanisms to determine
the number of shares or the amount of cash that will be delivered at settlement, circumstances under which adjustments may be
made to the transaction, circumstances under which the transaction may be terminated prior to its scheduled maturity and customary
representations and warranties made by the parties. Final settlement of the ASR is scheduled for no later than April 17, 2015, and

may occur earlier at the option of the third party.
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Item 6. Selected Financial Data

5-YEAR CONSOLIDATED SUMMARY OF FINANCIAL RESULTS

(dollars in thousands, except per-share data)

2014 2013 2012 2011 2010

SUMMARY OF INCOME

Interest income .. $ 596,078 $§ 609,680 § 647496 § 693,698 $ 745,373
INtETESt EXPENSE ..cuveevinienienieiinienieetieieeiietesiesiesiesiesieene 81,211 82,495 103,168 133,538 186,627
Net Interest INCOME .......ccvveevvieeereeeireeeireeeeieeeereeeereeeens 514,867 527,194 544,328 560,160 558,746
Provision for credit 10SS€S.......c..covveeeereeiueeeeeeeeeeenen. 12,500 40,500 94,000 135,000 160,000
Investment securities gains, Net...........ccevvererererenennns 2,041 8,004 3,026 4,561 701
Non-interest income, excluding investment securities

GAINS ..ottt ettt et ete e etesteseetentebe st eneebeneenens 165,338 179,660 207,171 182,932 181,548
Gain on sale of Global Exchange Division.................. — — 6,215 — —
NON-INLETESt EXPENSE ...vveevrrrerrerreererreiersersessesseeseeseeneas 459,246 461,433 449,294 416,242 408,254
Income before iNCOMe taxes ......cveevvevvveeeveeeveeeineeans 210,500 212,925 217,446 196,411 172,741
INCOME AXES ..ovvieevieeeiieeeeiieeiee ettt e 52,606 51,085 57,601 50,838 44,409
NEE INCOME....cneivinieieieiieteiete ettt 157,894 161,840 159,845 145,573 128,332
Preferred stock dividends and discount accretion ....... — — — — (16,303)
Net income available to common shareholders........... $ 157,894 $ 161,840 $§ 159845 § 145573 $ 112,029
PER COMMON SHARE
Net income (basic) . $ 08 § 084 $ 0.80 $ 073 $ 0.59
Net income (diluted) 0.84 0.83 0.80 0.73 0.59
Cash dividends.........cccoeeviiiiieiieiicieceeeee e 0.34 0.32 0.30 0.20 0.12
RATIOS
Return on average assetS.........ocveveeeveeriererenenenennens 0.93% 0.96% 0.98% 0.90% 0.78%
Return on average common shareholders’ equity........ 7.62 7.88 7.79 7.45 6.29
Return on average tangible common shareholders’

CQUILY (1)evereeieiiieireeeeree e 10.31 10.76 10.73 10.54 9.39
Net INterest MArGin ....eeveeveeeeeeverrerrerieriereseseeeeeenees 3.39 3.50 3.76 3.90 3.80
Efficiency ratio (1)...c.ceoevereenenneneneeeeeeeee 65.65 63.39 57.61 54.27 53.32
Dividend payout ratio .........cccceceeieuieieieeneeenieceeeeeenes 40.48 38.55 37.50 27.40 20.34
PERIOD-END BALANCES
TOtAl ASSELS.....eeiveeriecreerieieeieeieeeeeeteesreeereesreeneeneennans $17,124,767 $ 16,934,634 $ 16,533,097 $ 16,375,174 $ 16,280,005
Investment SECUTIILIES .......c..ccovveeeveeerieereeeeeeeereeeneens 2,323,371 2,568,434 2,721,082 2,596,347 2,763,951
Loans, net of unearned inCOme.........c...ccovvveevveeeneeennn... 13,111,716 12,782,220 12,146,971 11,971,223 11,935,128
DIEPOSILS .cvvenviririeereeieieiete sttt eteeseee s e ssestesreseeeseens 13,367,506 12,491,186 12,484,163 12,535,015 12,396,641
Short-term DOITOWINGS........cerveerierieierieieieieeeienieneees 329,719 1,258,629 868,399 597,033 674,077
Federal Home Loan Bank (FHLB) advances and

long-term debt.........ccceveeireririeieieieeeee e 1,139,413 883,584 894,253 1,040,149 1,119,450
Shareholders’ €qUIty ........ccecerveerereererieerieceeeees 1,996,665 2,063,187 2,081,656 1,992,539 1,880,389
AVERAGE BALANCES
TOtal @SSELS.....eveveeveeeeieieiieieieteeieie ettt $ 16,959,507 $ 16,811,337 $ 16,257,776  § 16,114,343  § 16,436,457
Investment SECUTILIES .......c..ccouveeeveeeirieerieeereeereeeneeans 2,480,454 2,718,174 2,766,552 2,637,130 2,856,171
Loans, net of unearned income.. .. 12,885,180 12,578,524 11,968,567 11,906,447 11,960,262
DIEPOSILS evvreirerieieriesiesiecieeeet ettt eeaens 12,867,663 12,473,184 12,392,580 12,455,065 12,351,190
Short-term DOrTOWINGS........c.evvevruereeriiieienieceieeneees 832,839 1,196,323 690,883 495,791 587,602
FHLB advances and long-term debt 965,601 889,461 933,727 1,034,475 1,326,449
Shareholders’” equity .........ceceeveeveririeiriiieenieieeeieneee 2,071,640 2,053,821 2,050,994 1,953,396 1,977,166

(1) Ratio represents a financial measure derived by methods other than Generally Accepted Accounting Principles ("GAAP"). See reconciliation of this non-
GAAP financial measure to the most directly comparable GAAP measure under the following heading, "Supplemental Reporting of Non-GAAP Based

Financial Measures."
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Supplemental Reporting of Non-GAAP Based Financial Measures

This Annual Report on Form 10-K contains supplemental financial information, as detailed below, which has been derived by
methods other than Generally Accepted Accounting Principles ("GAAP"). The Corporation has presented these non-GAAP
financial measures because it believes that these measures provide useful and comparative information to assess trends in the
Corporation's results of operations. Presentation of these non-GAAP financial measures is consistent with how the Corporation
evaluates its performance internally, and these non-GAAP financial measures are frequently used by securities analysts, investors
and other interested parties in the evaluation of companies in the Corporation's industry. Management believes that these non-
GAAP financial measures, in addition to GAAP measures, are also useful to investors to evaluate the Corporation's results. Investors
should recognize that the Corporation's presentation of these non-GA AP financial measures might not be comparable to similarly-
titled measures of other companies. These non-GAAP financial measures should not be considered a substitute for GAAP basis
measures, and the Corporation strongly encourages a review of its consolidated financial statements in their entirety. Following
are reconciliations of these non-GAAP financial measures to the most directly comparable GAAP measure as of and for the year
ended December 31:

2014 2013 2012 2011 2010

(in thousands, except per share data and percentages)

Return on average common shareholders' equity (tangible)

NEE INCOME ...ttt e e eneeeneenes $ 157,894 $ 161,840 $ 159,845 $ 145,573 $ 112,029
Plus: Intangible amortization, net of tax ........................ 818 1,584 1,970 2,767 3,406
NUMETALOT .......oiviiriiiecre et ere e eaeene e $ 158,712 $ 163424 § 161,815 $ 148340 $ 115,435
Average common shareholders' equity............................ $ 2,071,640 $ 2,053,821 $ 2,050,994 $ 1,953,396 $ 1,780,148
Less: Average goodwill and intangible assets................. (532,425) (534,431) (542,600) (545,920) (550,271)

Average tangible shareholders' equity (denominator) $ 1,539,215 $ 1,519,390 $ 1,508,394 $ 1,407,476 $ 1,229,877

Return on average common shareholders' equity

(tangible), annualized......................c.ccc.cccouc.... 10.31% 10.76% 10.73% 10.54% 9.39%
Efficiency ratio
NON-INEETESt EXPEINSE ....vevveeverierieieeireieieriesieseeseeereeeeeens $ 459,246 $ 461,433 $ 449294 § 416,242 $ 408,254
Less: Intangible amortization..............cocececeoveveveveeereenenenes (1,259) (2,438) (3,031) (4,257) (5,240)
NUMETALOT ....veevveereiereciiereeteee ettt $ 457,987 $ 458,995 § 446,263 $ 411985 $§ 403,014
Net interest income (fully taxable equivalent) (1) .......... $ 532,322 $ 544474 $ 561,190 $ 576,232 § 574,257
Plus: Total Non-interest income 167,379 187,664 216,412 187,493 182,249
Less: Investment securities gains, net (2,041) (8,004) (3,026) (4,561) (701)
Denominator ........c..ccueeveeiereenienieereesreesseeneeeeeenenes $ 697,660 $ 724,134 $ 774576 $§ 759,164 $ 755,805
Efficiency ratio ..............ccccoecevccinccecinccancnnne. 65.65% 63.39% 57.61% 54.27% 53.32%

Non-performing assets to tangible common shareholders' equity and allowance for credit losses

Non-performing assets (MUMETAtor) ..........cccevververeeeeneene $ 150,504 $ 169,329 $ 237,199 $ 317,331 $§ 361,731
Tangible common shareholders' equity.........c.cccceueenenee. $ 1,464,862 $ 1,530,111 $ 1,546,093 $ 1,448330 $ 1,332,410
Plus: Allowance for credit losses 185,931 204,917 225,439 258,177 275,498
Tangible common shareholders' equity and allowance

for credit losses (denominator)...........ceeeeeeueeeeeeneense. $ 1,650,793 $ 1,735,028 $ 1,771,532 $ 1,706,507 $ 1,607,908

Non-performing assets to tangible common

A 9.12% 9.76% 13.39% 18.60% ____ 22.50%

(1) Presented on a fully taxable equivalent basis, using a 35% Federal tax rate and statutory interest expense disallowances.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

This Management’s Discussion and Analysis of Financial Condition and Results of Operations (Management’s Discussion) relates
to Fulton Financial Corporation (the Corporation), a financial holding company registered under the Bank Holding Company Act
and incorporated under the laws of the Commonwealth of Pennsylvania in 1982, and its wholly owned subsidiaries. Management’s
Discussion should be read in conjunction with the consolidated financial statements and other financial information presented in
this report.

FORWARD-LOOKING STATEMENTS

The Corporation has made, and may continue to make, certain forward-looking statements with respect to its financial condition
and results of operations. Do not unduly rely on forward-looking statements. Forward-looking statements can be identified by the
use of words such as "may," "should," "will," "could," "estimates," "predicts," "potential," "continue," "anticipates,” "believes,"
"plans,"” "expects," "future," '"intends" and similar expressions which are intended to identify forward-looking
statements. Statements relating to the "outlook" or "outlook for 2015" contained herein are forward-looking statements.

nn

These forward-looking statements are not guarantees of future performance and are subject to risks and uncertainties, some of
which are beyond the Corporation's control and ability to predict, that could cause actual results to differ materially from those
expressed in the forward-looking statements. The Corporation undertakes no obligation, other than as required by law, to update
or revise any forward-looking statements, whether as a result of new information, future events or otherwise. Many factors could
affect future financial results including, without limitation:

* the effects of market interest rates, and the relative balances of rate-sensitive assets to rate-sensitive liabilities, on net
interest margin and net interest income;

« the effects of changes in interest rates on demand for the Corporation’s products and services;

« the effects of changes in interest rates or disruptions in liquidity markets on the Corporation’s sources of funding;

» the Corporation’s ability to manage liquidity, both at the holding company level and at its subsidiary banks;

« the impact of increased regulatory scrutiny of the banking industry;

» the effects of the increasing amounts of time and expense associated with regulatory compliance and risk
management;

« the potential for negative consequences from regulatory violations, including potential supervisory actions and the
assessment of fines and penalties;

+ the additional time, expense and investment required to comply with, and the restrictions on potential growth and
investment activities resulting from, the existing enforcement orders by federal and state bank regulatory agencies
requiring improvement in compliance functions and other remedial actions, or any future enforcement orders;

« the Corporation’s ability to manage the uncertainty associated with the delay in implementing many of the regulations
mandated by the Dodd-Frank Act;

« the effects of negative publicity on the Corporation’s reputation;

» the Corporation’s ability to successfully transform its business model;

« the Corporation’s ability to achieve its growth plans;

« the effects of competition on deposit rates and growth, loan rates and growth and net interest margin;

» the Corporation’s ability to manage the level of non-interest expenses, including salaries and employee benefits
expenses, operating risk losses and goodwill impairment;

« the impact of adverse conditions in the economy and capital markets on the performance of the Corporation’s loan
portfolio and demand for the Corporation’s products and services;

* increases in non-performing assets, which may require the Corporation to increase the allowance for credit losses,
charge off loans and incur elevated collection and carrying costs related to such non-performing assets;

* investment securities gains and losses, including other-than-temporary declines in the value of securities which may
result in charges to earnings;

« the impact of operational risks, including the risk of human error, inadequate or failed internal processes and systems,
computer and telecommunications systems failures, faulty or incomplete data and an inadequate risk management
framework;

* the impact of failures of third parties upon which the Corporation relies to perform in accordance with contractual
arrangements;

« the failure or circumvention of the Corporation’s system of internal controls;

+ the loss of, or failure to safeguard, confidential or proprietary information;

« the Corporation’s failure to identify and to address cyber-security risks;

» the Corporation’s ability to keep pace with technological changes;

« the Corporation’s ability to attract and retain talented personnel;

33



« capital and liquidity strategies, including the Corporation’s ability to comply with applicable capital and liquidity
requirements, and the Corporation’s ability to generate capital internally or raise capital on favorable terms;

« the Corporation’s reliance on its subsidiaries for substantially all of its revenues and its ability to pay dividends or
other distributions; and

» the effects of any downgrade in the Corporation’s credit ratings on its borrowing costs or access to capital markets.

OVERVIEW AND OUTLOOK

Fulton Financial Corporation is a financial holding company comprised of six wholly owned banking subsidiaries which provide
a full range of retail and commercial financial services in Pennsylvania, Delaware, Maryland, New Jersey and Virginia. The
Corporation generates the majority of its revenue through net interest income, or the difference between interest earned on loans
and investments and interest paid on deposits and borrowings. Growth in net interest income is dependent upon balance sheet
growth and/or maintaining or increasing the net interest margin, which is net interest income (fully taxable-equivalent, or FTE)
as a percentage of average interest-earning assets. The Corporation also generates revenue through fees earned on the various
services and products offered to its customers and through gains on sales of assets, such as loans, investments, lines of business
or properties. Offsetting these revenue sources are provisions for credit losses on loans, non-interest expenses and income taxes.

The following table presents a summary of the Corporation’s earnings and selected performance ratios:

2014 2013
Net income (iN thOUSANAS) ......eoviiuiiiiitieie ettt ettt et eaeeteeaesaeesaeessesseesseseessesseensenseenns $ 157,894 § 161,840
Diluted net iNCOME P SNATE ........eeuviiieiiiiee ettt ettt e esee e $ 084 § 0.83
RETUIT 0N AVETAZE @SSELS....veveeurerteeiertietietiesteestenseetesteestesseessesseesesseessessaessesssessesssessesssessessessesnees 0.93% 0.96%
RETUIN ON AVETAZE CQUILY ...vevieeverieeiiitieetieteeteeteete et esteeteesteesaesteessesseessesseessesseessesseesseessessesssesseesens 7.62% 7.88%
Return on average tangible equity (1) ..c..coceeerererienieniiiieiiieiecneetceese ettt 10.31% 10.76%
Net INterest MATZIN (2)..evieveriereeeierteeeestesterieseesteeeteteeeesseesesseessesseessessaessesssessesssessenssesseessenseenes 3.39% 3.50%
EffICIENCY TATIO (1) 1teteutetenienieieietiet ettt ettt sttt ettt e et ea e eb e eaeea e ebeebesaeateabe b et ens et eneeneeneeneeneenes 65.65% 63.39%

(1) Ratio represents a financial measure derived by methods other than Generally Accepted Accounting Principles ("GAAP"). See reconciliation of this non-
GAAP financial measure to the most directly comparable GAAP measure under the heading, "Supplemental Reporting of Non-GAAP Based Financial
Measures" in Item 6, "Selected Financial Data."

(2) Presented on an FTE basis, using a 35% Federal tax rate and statutory interest expense disallowances. See also the "Net Interest Income" section of
Management’s Discussion.

Highlights of 2014 included diluted earnings per share growth, average loan and core deposit growth, asset quality improvements,
a decrease in non-interest expenses and continued strong capital levels despite revenue growth challenges resulting primarily from
the persistent low interest rate environment. Details were as follows:

*  Net Income Per Share Growth - Diluted net income per share increased $0.01, or 1.2%, to $0.84 per diluted share,
compared to $0.83 in 2013. This increase was due to a 7.2 million, or 3.7%, decrease in weighted average diluted shares
outstanding as net income decreased $3.9 million, or 2.4%, in comparison to 2013. The decrease in net income was driven
largely by a $12.3 million, or 2.3%, decrease in net interest income, a $20.3 million, or 10.8%, decrease in non-interest
income, mainly in mortgage banking income, partially offset by a $28.0 million, or 69.1%, decrease in the provision for
credit losses and a $2.2 million, or 0.5%, decrease in non-interest expense.

*  Loan Growth and Net Interest Margin Compression - Average loans increased $306.7 million, or 2.4%, in comparison
to 2013, with notable increases in commercial mortgages, residential mortgages and construction loans. The Corporation's
loan growth occurred throughout most of its markets and after a slow weather-related start to 2014, full-year loan growth
was modest and ended just short of the Corporation's targeted 2014 growth rate of 3% to 7%. The Corporation's outlook
for 2015 anticipates an annual average loan growth rate of 3% to 7%.

During 2014, net interest margin compression continued at a modest pace, decreasing 11 basis points to 3.39% in 2014
from 3.50% in 2013. Net interest margin compression resulted from the decline in yields on interest-earning assets as
the cost of interest-bearing liabilities was unchanged in comparison to 2013. The Corporation anticipates that net interest
margin compression will continue in 2015, at a rate of 0 to 4 basis points per quarter, on average, based on the current
interest rate environment.

o Asset Quality - Overall asset quality improved in 2014, with decreases in non-performing loans, net charge-offs and
overall delinquency levels resulting in a 69.1% decrease in the provision for credit losses to $12.5 million. It is expected
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that this modest provision for credit losses will continue for 2015, although provisions could be impacted by the
performance of individual credits.

Core Deposit Growth - Average demand and savings deposit accounts increased $530.7 million, or 5.7%, in comparison
to 2013. Overall average deposit growth outpaced loan growth, which enhanced the Corporation's funding position by
reducing the average loan-to-deposit ratio to 100.1% for the year ended December 31, 2014. Annual average growth in
deposits during 2015 is expected to be in the range of 3% to 7%.

Non-Interest Income - Non-interest income decreased $20.3 million, or 10.8%, in comparison to 2013, driven by a $13.5
million, or 44.2%, decrease in mortgage banking income, due primarily to lower volumes, a $6.1 million, or 21.5%,
decrease in overdraft fees, and a $6.0 million, or 74.5%, decrease in gains on sales of investment securities. Barring any
regulatory intervention on products or pricing, in 2015 the Corporation anticipates an annual mid- to high single digit
annual growth rate in non-interest income, excluding the impact of securities gains. This forecasted growth is based on
an expected increase in mortgage banking income as well as higher fee income generated from growing deposit balances.

Non-Interest Expense - Non-interest expense decreased $2.2 million, or 0.5%, in comparison to 2013 driven largely by
decreases in other real estate owned and operating risk loss and the impact of certain cost savings initiatives implemented
in early 2014. Partially offsetting these decreases was an increase in outside consulting services related to the regulatory
compliance and risk management efforts discussed in further detail below.

In2014, the Corporation implemented a series of initiatives which reduced non-interest expenses in 2014 by approximately
$7 million, or an annualized rate of approximately $8 million. These initiatives included the consolidation of 13 branches,
streamlining of subsidiary bank management structures and other employee compensation and benefit reductions.

The branch consolidations resulted in the transfer of deposits, employees and other branch resources to existing branch
locations. During 2014, implementation costs incurred totaled $2.1 million, consisting mainly of lease termination costs
and the write-off of leasehold improvements. Total expense reductions realized in 2014 as a result of the branch
consolidations were approximately $2.4 million.

The streamlining of subsidiary bank management structures resulted in the elimination of five subsidiary bank divisional
executive positions, while other employee compensation and benefit reductions were realized from changes to certain
employee benefits plans, most notably an amendment to the postretirement benefits plan (Postretirement Plan). During
2014, $1.1 million of net implementation gains were recognized from these actions.

The Corporation has begun to implement additional cost savings initiatives for 2015, including the consolidation of 9
branches and compensation and benefit reductions, projected to reduce non-interest expense by approximately $4.6
million annually. Implementation costs associated with these initiatives are projected to be $1.7 million. The outlook for
2015 anticipates annual non-interest expense growth in the low-single digit rate, reflecting higher staffing costs, which
will be largely offset by the impact of cost savings initiatives and lower outside services expense.

Compliance, Risk Management and Information Technology Infrastructures - In recent years, a combination of financial
reform legislation and heightened scrutiny by banking regulators have significantly increased expectations regarding
what constitutes an effective risk and compliance management infrastructure. To keep pace with these expectations, the
Corporation has invested considerable resources in initiatives designed to strengthen its risk management framework and
regulatory compliance programs, including those designed to comply with the requirements of the Bank Secrecy Act,
the USA Patriot Act of 2001 and related anti-money laundering regulations (collectively, the BSA/AML Requirements).

Nonetheless, during 2014, the Corporation and five of its banking subsidiaries became subject to regulatory enforcement
orders issued by banking regulatory agencies relating to identified deficiencies in a largely centralized compliance program
(the BSA/AML Compliance Program) designed to comply with the BSA/AML Requirements (the 2014 Regulatory
Orders). The 2014 Regulatory Orders are described in Current Reports on Form 8-K filed with the Securities and Exchange
Commission on July 18, 2014, September 9, 2014, and December 29, 2014.

On February 25, 2015, Fulton Bank of New Jersey (FBNJ), the Corporation’s sixth banking subsidiary, entered into a
Stipulation and Consent to the Issuance of a Consent Order with the Federal Deposit Insurance Corporation (the FDIC)
consenting to the issuance by the FDIC of a Consent Order (the 2015 FDIC Consent Order). In addition, on February 25,
2015, FBNIJ entered into a Consent Order with the Commissioner of Banking and Insurance for the State of New Jersey
(the New Jersey Consent Order and, together with the FDIC Consent Order, the 2015 Consent Orders). See Part II, Item
9B "Other Information" for additional information regarding the 2015 Consent Orders.
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The 2014 Regulatory Orders and the 2015 Consent Orders (collectively, the Regulatory Orders) require, among other
things, that the Corporation and its banking subsidiaries review, assess and take actions to strengthen and enhance the
BSA/AML Compliance Program, and, in some cases, conduct retrospective reviews of past account activity and
transactions, as well as certain reports filed in accordance with the BSA/AML Requirements, to determine whether
suspicious activity and certain transactions in currency were properly identified and reported in accordance with the BSA/
AML Requirements.

In addition to requiring strengthening and enhancement of the BSA/AML Compliance Program, while the Regulatory
Orders remain in effect, the Corporation is subject to certain restrictions on expansion activities of the Corporation and
its subsidiary banks. Further, any failure to comply with the requirements of any of the Regulatory Orders involving the
Corporation or its subsidiary banks could result in further enforcement actions, the imposition of material restrictions on
the activities of the Corporation or its subsidiary banks, or the assessment of fines or penalties.

During the year ended December 31, 2014 the Corporation incurred approximately $8 million of outside services expense
related to strengthening and enhancing the BSA/AML Compliance Program. Additional expenses and investments have
been incurred as the Corporation further expanded its hiring of personnel and use of outside professionals, such as
consulting and legal services, and capital investments in operating systems to strengthen and support the BSA/AML
Compliance Program, as well as the Corporation’s broader compliance and risk management infrastructures. The expense
and capital investment associated with all of these efforts, including in connection with the Regulatory Orders, have had
an adverse effect on the Corporation’s results of operations in recent periods and could have a material adverse effect on
the Corporation’s results of operations in future periods.

*  Capital Management - During 2014, the Corporation repurchased 8.0 million shares of its common stock for a total cost
of $95.3 million. In addition, in November 2014 the Corporation issued $100.0 million in subordinated debt and
contemporaneously entered into an accelerated share repurchase agreement (ASR) with a third party to repurchase $100.0
million of its common stock. Final settlement of the ASR is scheduled for no later than April 17, 2015, and may occur
earlier at the option of the third party. For more details on the ASR see Note N, "Shareholders' Equity," in the Notes to
Consolidated Financial Statements.

CRITICAL ACCOUNTING POLICIES

The following is a summary of those accounting policies that the Corporation considers to be most important to the presentation
of its financial condition and results of operations, as they require management’s most difficult judgments as a result of the need
to make estimates about the effects of matters that are inherently uncertain. See additional information regarding these critical
accounting policies in Note A, "Summary of Significant Accounting Policies," in the Notes to the Consolidated Financial
Statements.

Allowance for Credit Losses - The allowance for credit losses consists of the allowance for loan losses and the reserve for unfunded
lending commitments. The allowance for loan losses represents management’s estimate of incurred losses in the loan portfolio as
of the balance sheet date and is recorded as a reduction to loans. The reserve for unfunded lending commitments represents
management’s estimate of losses inherent in its unfunded loan commitments and is recorded in other liabilities on the consolidated
balance sheet.

The Corporation’s allowance for loan losses includes: 1) specific allowances allocated to loans evaluated for impairment under
the Financial Accounting Standards Board's Accounting Standards Codification (FASB ASC) Section 310-10-35; and 2) allowances
calculated for pools of loans evaluated for impairment under FASB ASC Subtopic 450-20.

Management's estimate of incurred losses in the loan portfolio is based on a methodology that includes the following critical
judgments:

*  Identification of potential problem loans in a timely manner. For commercial loans, commercial mortgages and
construction loans to commercial borrowers, an internal risk rating process is used. The Corporation believes that internal
risk ratings are the most relevant credit quality indicator for these types of loans. The migration of loans through the
various internal risk rating categories is a significant component of the allowance for credit loss methodology for these
loans, which bases the probability of default on this migration. Assigning risk ratings involves judgment. Risk ratings
are initially assigned to loans by loan officers and are reviewed on a regular basis by credit administration staff. The
Corporation's loan review officers provide an independent assessment of risk rating accuracy. Ratings may be changed
based on the ongoing monitoring procedures performed by loan officers or credit administration staff, or if specific loan
review assessments identify a deterioration or an improvement in the loan.
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The Corporation does not assign internal risk ratings for residential mortgages, home equity loans, consumer loans, lease
receivables, and construction loans to individuals secured by residential real estate, as these portfolios consist of a larger
number of loans with smaller balances. Instead, these portfolios are evaluated for risk through the monitoring of
delinquency status.

Proper collateral valuation of impaired loans evaluated for impairment under FASB ASC Section 310-10-35.
Substantially all of the Corporation’s impaired loans to borrowers with total outstanding loan balances greater than or
equal to $1.0 million are measured based on the estimated fair value of each loan’s collateral. Collateral could be in the
form of real estate, in the case of impaired commercial mortgages and construction loans, or business assets, such as
accounts receivable or inventory, in the case of commercial loans. Commercial loans may also be secured by real property.

For loans secured by real estate, estimated fair values are determined primarily through appraisals performed by state
certified third-party appraisers, discounted to arrive at expected sale prices. For collateral-dependent loans, estimated
real estate fair values are also net of estimated selling costs. When a real estate secured loan becomes impaired, a decision
is made regarding whether an updated appraisal of the real estate is necessary. This decision is based on various
considerations, including: the age of the most recent appraisal; the loan-to-value ratio based on the original appraisal;
the condition of the property; the Corporation’s experience and knowledge of the real estate market; the purpose of the
loan; market factors; payment status; the strength of any guarantors; and the existence and age of other indications of
value such as broker price opinions, among others. The Corporation generally obtains updated state certified third-party
appraisals for impaired loans secured predominately by real estate every 12 months.

When updated certified appraisals are not obtained for loans evaluated for impairment under FASB ASC Section 310-10-35
that are secured by real estate, fair values are estimated based on the original appraisal values, as long as the original
appraisal indicated a strong loan-to-value position and, in the opinion of the Corporation's internal credit administration
staff, there has not been a significant deterioration in the collateral value since the original appraisal was performed.
Original appraisals are typically used only when the estimated collateral value, as adjusted appropriately for the age of
the appraisal, results in a current loan-to-value ratio that is lower than the Corporation's loan-to-value requirements for
new loans, generally less than 70%.

Proper measurement of allowance needs for pools of loans measured for impairment under FASB ASC Subtopic
450-20. For loan loss allocation purposes, loans are segmented into pools with similar characteristics. These pools are
established by general loan type, or "portfolio segments," as presented in the table under the heading, "Loans, net of
unearned income," within Note D, "Loans and Allowance for Credit Losses," in the Notes to Consolidated Financial
Statements. Certain portfolio segments are further disaggregated and evaluated collectively for impairment based on
"class segments," which are largely based on the type of collateral underlying each loan. For commercial loans, class
segments include loans secured by collateral and unsecured loans. Construction loan class segments include loans secured
by commercial real estate, loans to commercial borrowers secured by residential real estate and loans to individuals
secured by residential real estate. Consumer loan class segments are based on collateral types and include direct consumer
installment loans and indirect automobile loans.

Commercial loans, commercial mortgages and construction loans to commercial borrowers are further segmented into
separate pools based on internally assigned risk ratings. Residential mortgages, home equity loans, consumer loans, and
lease receivables are further segmented into separate pools based on delinquency status.

A loss rate is calculated for each pool through a migration analysis based on historical losses as loans migrate through
the various risk rating or delinquency categories. Estimated loss rates are based on a probability of default and a loss
given default. The loss rate is adjusted to consider qualitative factors, such as economic conditions and trends.

Overall assessment of the risk profile of the loan portfolio. The allocation of the allowance for credit losses is reviewed
to evaluate its appropriateness in relation to the overall risk profile of the loan portfolio. The Corporation considers risk
factors such as: local and national economic conditions; trends in delinquencies and non-accrual loans; the diversity of
borrower industry types; and the composition of the portfolio by loan type. An unallocated allowance is maintained for
factors and conditions that exist at the balance sheet date, but are not specifically identifiable, and to recognize the inherent
imprecision in estimating and measuring loss exposure.

For additional details related to the allowance for credit losses, see Note D, "Loans and Allowance for Credit Losses," in the Notes
to Consolidated Financial Statements.

Goodwill - Goodwill recorded in connection with acquisitions is not amortized to expense, but is tested at least annually for
impairment. A quantitative annual impairment test is not required if, based on a qualitative analysis, the Corporation determines
that the existence of events and circumstances indicate that it is more likely than not that goodwill is not impaired. The Corporation
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completes its annual goodwill impairment test as of October 31st of each year. The Corporation tests for impairment by first
allocating its goodwill and other assets and liabilities, as necessary, to defined reporting units. A fair value is then determined for
each reporting unit. If the fair values of the reporting units exceed their book values, no write-down of the recorded goodwill is
necessary. If the fair values are less than the book values, an additional valuation procedure is necessary to assess the proper
carrying value of the goodwill.

Reporting unit valuation is inherently subjective, with a number of factors based on assumptions and management judgments.
Among these are future growth rates for the reporting units, selection of comparable market transactions, discount rates and
earnings capitalization rates. Changes in assumptions and results due to economic conditions, industry factors and reporting unit
performance and cash flow projections could result in different assessments of the fair values of reporting units and could result
in impairment charges.

If an event occurs or circumstances change that would more likely than not reduce the fair value of a reporting unit below its
carrying amount, an interim impairment test is required. Such events may include adverse changes in legal factors or in the business
climate, unanticipated competition, the loss of key employees, or similar events.

For additional details related to the annual goodwill impairment test, see Note F, "Goodwill and Intangible Assets," in the Notes
to Consolidated Financial Statements.

Income Taxes — The provision for income taxes is based upon income before income taxes, adjusted for the effect of certain tax-
exempt income, non-deductible expenses and credits. In addition, certain items of income and expense are reported in different
periods for financial reporting and tax return purposes. The tax effects of these temporary differences are recognized currently in
the deferred income tax provision or benefit. Deferred tax assets or liabilities are computed based on the difference between the
financial statement and income tax bases of assets and liabilities using the applicable enacted marginal tax rate.

The Corporation must also evaluate the likelihood that deferred tax assets will be recovered through future taxable income. If any
such assets are more likely than not to not be recovered, a valuation allowance must be recognized. The assessment of the carrying
value of deferred tax assets is based on certain assumptions, changes in which could have a material impact on the Corporation’s
consolidated financial statements.

The Corporation accounts for uncertain tax positions by applying arecognition threshold and measurement attribute for tax positions
taken or expected to be taken in a tax return. Recognition and measurement of tax positions is based on management’s evaluations
of relevant tax code and appropriate industry information about audit proceedings for comparable positions at other organizations.
Virtually all of the Corporation’s unrecognized tax benefits relate to positions that are taken on an annual basis on state tax returns.
Increases to unrecognized tax benefits will occur as a result of accruing for the nonrecognition of the position for the current year.
Decreases will occur as a result of the lapsing of the statute of limitations for the oldest outstanding year which includes the position
or through settlements of positions with the tax authorities.

See also Note L, "Income Taxes," in the Notes to Consolidated Financial Statements.

Fair Value Measurements — FASB ASC Topic 820 establishes a fair value hierarchy for the inputs to valuation techniques used to
measure assets and liabilities at fair value based on the following three categories (from highest to lowest priority):

* Level 1 — Inputs that represent quoted prices for identical instruments in active markets.

* Level 2 — Inputs that represent quoted prices for similar instruments in active markets, or quoted prices for identical
instruments in non-active markets. Also includes valuation techniques whose inputs are derived principally from
observable market data other than quoted prices, such as interest rates or other market-corroborated means.

*  Level 3 — Inputs that are largely unobservable, as little or no market data exists for the instrument being valued.

The Corporation has categorized all assets and liabilities measured at fair value both on a recurring and nonrecurring basis into
the above three levels.

The determination of fair value for assets categorized as Level 3 items involves a great deal of subjectivity due to the use of
unobservable inputs. In addition, determining when a market is no longer active and placing little or no reliance on distressed
market prices requires the use of management’s judgment. The Corporation's Level 3 assets include available for sale debt securities
in the form of pooled trust preferred securities, certain single-issuer trust preferred securities issued by financial institutions and
auction rate securities. The Corporation also categorizes impaired loans, net of allowance allocations, other real estate owned
(OREO) and mortgage servicing rights as Level 3 assets measured at fair value on a non-recurring basis.

The Corporation engages third-party valuation experts to assist in valuing interest rate swap derivatives and most available-for-
sale investment securities, both measured at fair value on a recurring basis, and mortgage servicing rights, which are measured at
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fair value on a non-recurring basis. The pricing data and market quotes the Corporation obtains from outside sources are reviewed
internally for reasonableness.

See Note R, "Fair Value Measurements," in the Notes to Consolidated Financial Statements for the disclosures required by FASB
ASC Topic 820.

New Accounting Standards

For a description of new accounting standards issued, but not yet adopted by the Corporation, see Note A, "Summary of Significant
Accounting Policies" in the Notes to Consolidated Financial Statements, under the subheading "New Accounting Standards."
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RESULTS OF OPERATIONS

Net Interest Income

Net interest income is the most significant component of the Corporation’s net income. The Corporation manages the risk associated
with changes in interest rates through the techniques described within Item 7A, "Quantitative and Qualitative Disclosures About

Market Risk."

The following table provides a comparative average balance sheet and net interest income analysis for 2014 compared to 2013 and
2012. Interest income and yields are presented on an FTE basis, using a 35% federal tax rate and statutory interest expense

disallowances. The discussion following this table is based on these tax-equivalent amounts.

2014 2013 2012
Average Yield/ Average Yield/ Average Yield/
Balance Interest (1) Rate Balance Interest (1) Rate Balance Interest (1) Rate
(dollars in thousands)
ASSETS
Interest-earning assets:
Loans, net of unearned income (2).... $12,885,180 $ 542,540 4.21% $12,578,524 $§ 552,427 439% $11,968,567 $ 575,534 4.81%
Taxable investment securities (3)...... 2,189,510 50,651 2.31 2,391,650 54,321 2.27 2,401,343 67,349 2.80
Tax-exempt investment securities (3) 261,825 13,810 5.27 285,174 14,577 5.11 287,763 15,942 5.54
Equity securities (3) 33,957 1,728 5.09 38,722 1,829 4.72 35,151 1,639 4.66
Total investment securities................... 2,485,292 66,189 2.66 2,715,546 70,727 2.60 2,724,257 84,930 3.12
Loans held for sale ...........ccccoveuennee. 17,524 786 4.49 36,561 1,551 4.24 54,351 2,064 3.80
Other interest-earning assets ............. 314,345 4,018 1.28 229,444 2,264 0.99 207,415 1,830 0.88
Total interest-earning assets ................. 15,702,341 613,533 391 15,560,075 626,969 4.03 14,954,590 664,358 445
Noninterest-earning assets:
Cash and due from banks .................. 177,664 207,931 234,494
Premises and equipment.................... 224,903 226,041 219,236
Other assets (3) 1,049,765 1,037,338 1,099,616
Less: Allowance for loan losses......... (195,166) (220,048) (250,160)
Total ASSetS........covveererieiririairenne $16,959,507 $16,811,337 $16,257,776
LIABILITIES AND EQUITY - - -
Interest-bearing liabilities:
Demand deposits ..........coovevererererenne $ 3,013,879 $ 3,793 0.13% $ 2,822,583 § 3,656 0.13% $ 2,560,831 $ 4,187 0.16%
Savings deposits ..........ccccceveeriveiennne 3,431,957 4,298 0.13 3,363,943 4,096 0.12 3,356,070 6,002 0.18
Time deposits......c.ccceeruvuererirrererennenne 2,992,920 27,019 0.90 3,129,162 29,018 0.93 3,717,556 46,706 1.26
Total interest-bearing deposits.............. 9,438,756 35,110 0.37 9,315,688 36,770 0.39 9,634,457 56,895 0.59
Short-term borrowings ...................... 832,839 1,608 0.19 1,196,323 2,420 0.20 690,883 1,068 0.15
Long-term debt 965,601 44,493 4.61 889,461 43,305 4.87 933,727 45,205 4.84
Total interest-bearing liabilities...... 11,237,196 81,211 0.72 11,401,472 82,495 0.72 11,259,067 103,168 0.92
Noninterest-bearing liabilities:
Demand deposits ........ccoceveeerinieenene 3,428,907 3,157,496 2,758,123
Other ..o 221,764 198,548 189,592
Total Liabilities. ....rro.eerrrorcrrresreen 14,887,867 14,757,516 14,206,782
Shareholders’ equity.........cccoeeererunce. 2,071,640 2,053,821 2,050,994
Total Liabilities and Shareholders' -
EqQUItY...ccoeuiieiieieeeeeeeeienes $16,959,507 $16,811,337 $16,257,776
Net interest income/net interest margin - - -
(500 5) Y 532,322 3.39% 544,474 3.50% 561,190 3.76%
Tax equivalent adjustment.................... 17455 (17,280) (16,862)
Net interest income..............ccoeeveeuvennnnn. $ 514,867 $ 527,194 $ 544,328

(1)  Includes dividends earned on equity securities.
(2)  Includes non-performing loans.

(3)  Includes amortized historical cost for available for sale securities; the related unrealized holding gains (losses) are included in other assets.
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The following table summarizes the changes in FTE interest income and expense resulting from changes in average balances (volumes)
and changes in rates:

2014 vs. 2013 2013 vs. 2012
Increase (decrease) due Increase (decrease) due
to change in to change in
Volume Rate Net Volume Rate Net

(in thousands)
Interest income on:

Loans and 1€aSes..........c.ccoevveveeereeeeeeneenae. $ 13262 $ (23,149) $ (9.887) $§ 28390 $ (51,497) $ (23,107)
Taxable investment securities....................... (4,661) 991 3,670) (271) (12,757) (13,028)
Tax-exempt investment securities................ (1,221) 454 (767) (142) (1,223) (1,365)
Equity Securities .........ccueveevereeienieiennenen. (235) 134 (101) 169 21 190
Loans held for sale .........cccoevveerieieniieeennenen. (849) 84 (765) (734) 221 (513)
Other interest-earning assets ...........c..cc..c..... 975 779 1,754 205 229 434
Total interest income...........ccceevevennenne. $ 7271 $ (20,707) $ (13,436) $ 27,617 $ (65,006) $ (37,389)
Interest expense on: I
Demand deposits ..........cevervevereirirrerereennnns $ 243 § (106) $ 137 § 399§ (930) $ (531)
Savings depoSIts .....ecverveevereerierieriesienieeenens 84 118 202 14 (1,920) (1,906)
Time deposits ....covevvevereeeeieieceeececreeeee (1,242) (757) (1,999) (6,663) (11,025) (17,688)
Short-term borrowings ............cccceeeeveeruennes (706) (106) (812) 950 402 1,352
Long-term debt........cccoeveieieieinieieiereene, 3,585 (2,397) 1,188 (2,154) 254 (1,900)
Total interest eXpense..........oceeveververennen. $ 1964 $ (3,248) $ (1,284) § (7.454) $§ (13,219) $ (20,673)

Note: Changes which are partially attributable to both volume and rate are allocated to the volume and rate components presented above based on the percentage
of the direct changes that are attributable to each component.

Comparison of 2014 to 2013

FTE net interest income decreased $12.3 million, or 2.3%, to $514.9 million in 2014. Net interest margin decreased 11 basis points,
or 3.1%, to 3.39% in 2014 from 3.50% in 2013.

FTE interest income decreased $13.4 million, or 2.1%, as average yields on interest earning assets decreased 12 basis points. This
decrease in yields resulted in a $20.7 million decrease in FTE interest income, partially offset by a $7.3 million increase in FTE
interest income as a result of a $142.3 million, or 0.9%, increase in average interest-earning assets.

Average investment securities decreased $230.3 million, or 8.5%, in comparison to 2013 as portfolio cash flows were not fully
reinvested. The average yield on investment securities increased 6 basis points, or 2.3%, to 2.66% in 2014 from 2.60% in 2013. A
$5.5 million, or 45.1%, decrease in net premium amortization on mortgage-backed securities and collateralized mortgage obligations
had an 18 basis point positive impact on the yield, partially offset by the impact of purchases of mortgage-backed securities and
collateralized mortgage obligations at yields that were lower than the overall portfolio yield and a 3 basis point reduction in yields
due to the accelerated discount accretion on the redemption of $50.2 million of student loan auction rate certificates (ARCs) during
2014.
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Average loans and average FTE yields, by type, are summarized in the following table:

Increase (Decrease) in

2014 2013 Balance
Balance Yield Balance Yield $ %
(dollars in thousands)

Real estate - commercial mortgage ...........cceovevee. $ 5,117,433 4.38% $ 4,864,460 4.65% $ 252,973 5.2%
Commercial - industrial, financial and agricultural. 3,659,059 3.94 3,680,772 4.11 (21,713) (0.6)
Real estate - home equity .......ccceevveeverieeienieeeennenne 1,738,449 4.17 1,734,622 422 3,827 0.2
Real estate - residential mortgage...........ccccvvevvenneee. 1,355,876 3.95 1,312,127 4.13 43,749 33
Real estate - CONStruction...........eeeeveevueeeeeeeeiineeeeenns 631,968 4.04 591,540 4.11 40,428 6.8
CONSUIMET ....c.vienreieeeniesieeieeieeieeereeeeereseessenseessenseenns 277,853 5.11 299,127 4.87 (21,274) (7.1
Leasing and other ...........cccooeiiieiiiiiiiiiiceceee 104,542 8.40 95,876 8.95 8,666 9.0

TOUAL.....oooeeeeeeeeeeeeeeeeeeeeeeee e $ 12,885,180 4.21% $12,578,524 439% $ 306,656 2.4%

The $231.3 million, or 2.7%, increase in commercial loans and commercial mortgages was attributable to both new and existing
customers. The $43.7 million, or 3.3%, increase in residential mortgages was due to the Corporation retaining certain 15-year fixed
rate residential mortgages in portfolio.

Construction loans increased $40.4 million, or 6.8%. Beginning in 2009 through 2013, the Corporation reduced its exposure in its
construction portfolio, however, during 2014 it has experienced growth in the construction portfolio in the Pennsylvania, Maryland
and Delaware markets. Average consumer loans decreased $21.3 million, or 7.1%, as a result of a $28.1 million, or 18.2%, decrease
in direct consumer loans, partially offset by an increase of $6.8 million, or 4.6%, in indirect vehicle loans.

The average yield on loans during 2014 of 4.21% represented an 18 basis point, or 4.1%, decrease in comparison to 2013. The
decrease in average yields on loans was attributable to repayments of higher-yielding loans, continued refinancing activity at lower
rates, the renegotiation of certain existing loans to commercial borrowers to eliminate interest rate floors and new loan production
at rates lower than the overall portfolio yield.

Average other interest-earning assets increased $84.9 million, or 37.0%, primarily due to a transfer of approximately $170 million
in clearing account balances from non-interest earning assets to low-yielding Federal Reserve Bank accounts in the fourth quarter
of 2014, as a result of the Corporation changing its provider of check clearing services. The average yield on other interest-earning
assets increased 29 basis points, or 29.3%, due to increases in dividends on Federal Home Loan Bank stock. Each of the Corporation’s
subsidiary banks is a member of the Federal Home Loan Bank for the region encompassing the headquarters of the subsidiary bank.
Memberships are maintained with the Atlanta, New York and Pittsburgh regional Federal Home Loan Banks (collectively referred
to as the FHLB). As of December 31, 2014, the Corporation held $45.7 million of FHLB stock. Dividends have increased in recent
years as the FHLB has emerged from the effects of the economic downturn.

Interest expense decreased $1.3 million, or 1.6%, to $81.2 million in 2014 from $82.5 million in 2013. Although the total cost of
interest-bearing liabilities was unchanged at 72 basis points, interest expense decreased $3.2 million due to a change in the overall
funding mix. Total average interest-bearing liabilities decreased $164.3 million, or 1.4%; however, the shift from lower-cost, short-
term borrowings to higher-cost, long-term debt and non-maturity deposits created a $2.0 million increase in interest expense as a
result of the Corporation's continuing efforts to lengthen maturities and lock in longer-term rates.

Average deposits and interest rates, by type, are summarized in the following table:

Increase (Decrease) in

2014 2013 Balance
Balance Rate Balance Rate $ %
(dollars in thousands)
Noninterest-bearing demand .............ccocceevereennnen. $ 3,428,907 —% $ 3,157,496 —% $ 271,411 8.6%
Interest-bearing demand............ccccceeeveerievenireeennne. 3,013,879 0.13 2,822,583 0.13 191,296 6.8
SAVINES ©.vevvevenieriiererierisiereeteeeseeesesesesesesesensesesseses 3,431,957 0.13 3,363,943 0.12 68,014 2.0
Total demand and savings.................ccceune..... 9,874,743 0.08 9,344,022 0.08 530,721 5.7
TIMeE dEPOSItS....cveeviiviririreieieieeeeeeerieteeteereeve e enns 2,992,920 0.90 3,129,162 0.93 (136,242) 4.4)
TOtAL ACPOSILS.....ceveeeeveeeaeeeeieieiereeeieesieersenes $ 12,867,663 0.27% $12,473,184 0.29% $ 394,479 3.2%
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The $530.7 million, or 5.7%, increase in average total demand and savings account balances was primarily due to a $256.7 million,
or 8.1%, increase in business account balances, a $200.2 million, or 4.5%, increase in personal account balances, and a $93.7 million,
or 5.5%, increase in municipal account balances. The $136.2 million, or 4.4%, decrease in time deposits occurred in accounts with
balances less than $100,000 across most original maturity terms.

The average cost of interest-bearing deposits decreased 2 basis points, or 5.1%, to 0.37% in 2014 from 0.39% in 2013 primarily due
to a decrease in higher-cost time deposits and an increase in lower-cost, interest-bearing savings and demand balances.

Average borrowings and interest rates, by type, are summarized in the following table:

Increase (Decrease) in
2014 2013 Balance

Balance Rate Balance Rate $ %
(dollars in thousands)

Short-term borrowings:

Customer repurchase agreements..................... $ 197432 0.10% $ 186,851 0.11% $ 10,581 5.7 %
Customer short-term promissory notes ............ 88,670 0.06 98,882 0.05 (10,212) (10.3)
Total short-term customer funding............ 286,102 0.08 285,733 0.09 369 0.1
Federal funds purchased...........c.cccccocevineninen. 285,169 0.20 612,803 0.23 (327,634) (53.5)
Short-term FHLB advances (1) ..........cccccveene... 261,568 0.29 297,787 0.24 (36,219) (12.2)
Total short-term borrowings..................... 832,839 0.19 1,196,323 0.20 (363,484) (30.4)
Long-term debt:
FHLB AdVances..........ccccecevveververereerereereneenenenns 583,893 3.79 519,876  4.14 64,017 12.3
Other long-term debt .........ccocevvverirenieenenenen 381,708 5.86 369,585 590 12,123 3.3
Total long-term debt................coceeeveunn. 965,601 4.61 889,461  4.87 76,140 8.6
TOUALcoeeeeeeeeeeeeeeeeeeee, $ 1,798,440 2.56% $ 2,085,784  2.19% $ (287,344) (13.8)%

(1) Represents FHLB advances with an original maturity term of less than one year.

Total short-term borrowings decreased $363.5 million, or 30.4%, primarily in Federal funds purchased due to an improvement in
the Corporation's funding position as increases in average deposits and decreases in average investments outpaced the growth in
average loans. The $76.1 million increase in long-term debt was due to additional long-term FHLB advances as longer-term rates
were locked and durations extended to manage interest rate risk. The average cost of total borrowings increased 37 basis points, or
16.9%, to 2.56% in 2014 from 2.19% in 2013, primarily due to the Corporation's continuing efforts to lengthen maturities and lock
in longer-term rates.

Comparison of 2013 to 2012

FTE net interest income decreased $16.7 million, or 3.0%, to $544.5 million in 2013. Net interest margin decreased 26 basis points,
or 6.9%, to 3.50% in 2013 from 3.76% in 2012.

FTE interest income decreased $37.4 million, or 5.6%. A 42 basis point, or 9.4%, decrease in yields on interest-earning assets resulted
in a $65.0 million decrease in interest income, partially offset by a $27.6 million increase in FTE interest income as a result of a
$605.5 million, or 4.0%, increase in average interest-earning assets.

Average investment securities decreased $8.7 million, or 0.3%, in comparison to 2012. The average yield on investment securities
decreased 52 basis points, or 16.7%, to 2.60% in 2013 from 3.12% in 2012, as the reinvestment of cash flows and purchases of
mortgage-backed securities and collateralized mortgage obligations were made at yields that were lower than the overall portfolio
yield. The decrease in the investment portfolio yield was partially mitigated by a $2.1 million decrease in net amortization of investment
securities premiums, which had a 7 basis point positive impact on the overall change in the portfolio yield.
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Average loans and average FTE yields, by type, are summarized in the following table:

Increase (Decrease) in

2013 2012 Balance
Balance Yield Balance Yield $ %o
(dollars in thousands)

Real estate - commercial mortgage ..............oeenu..... $ 4,864,460 4.65% $ 4,619,587 5.14% $ 244873 5.3%
Commercial - industrial, financial and agricultural. 3,680,772 4.11 3,551,056 448 129,716 3.7
Real estate - home equity ........ccceceeeerieeienieieenne 1,734,622 422 1,605,088 4.46 129,534 8.1
Real estate - residential mortgage...........ccocvveevenneee. 1,312,127 4.13 1,185,928 4.58 126,199 10.6
Real estate - construction...........cccceceeeeerereeenennene 591,540 4.11 620,166 4.20 (28,626) (4.6)
CONSUIMIET ......veeuveiviereeteeteete et eere e ere s eereereeere e 299,127 4.87 307,746 5.53 (8,619) (2.8)
Leasing and other ...........cccceeveeieiiecieniieieneeieene 95,876 8.95 78,996 1293 16,880 21.4

TOLAL....ooceeeeeeceeeeeeeeeee e $ 12,578,524 4.39% $ 11,968,567 4.81% $ 609,957 5.1%

The average yield on loans during 2013 0f 4.39% represented a 42 basis point, or 8.7%, decrease in comparison to 2012. The decrease
in average yields on loans was attributable to repayments of higher-yielding loans, increased refinancing activity, the renegotiation

of certain existing loans to commercial borrowers to eliminate interest rate floors and new loan production at rates lower than the
overall portfolio yield.

Interest expense decreased $20.7 million, or 20.0%, to $82.5 million in 2013 from $103.2 million in 2012. Interest expense decreased
$13.2 million due to a 20 basis point, or 21.7%, decrease in the average cost of total interest-bearing liabilities. While total interest-
bearing liabilities increased $142.4 million, or 1.3%, the change in the overall funding mix resulted in an additional $7.5 million
decrease in interest expense. Decreases in higher cost time deposits and long-term debt were more than offset by increases in interest-
bearing demand deposits and short-term borrowings. However, the cost of these funding sources was significantly lower, resulting

in the interest expense decrease.

Average deposits and interest rates, by type, are summarized in the following table:

Increase (Decrease) in

2013 2012 Balance
Balance Rate Balance Rate $ %
(dollars in thousands)

Noninterest-bearing demand...............cccceeverieenrnnen. $ 3,157,496 —% $ 2,758,123 —% $ 399,373 14.5%
Interest-bearing demand ............cccoeevevvieieniieieieennnns 2,822,583 0.13 2,560,831 0.16 261,752 10.2
SAVINZS ..evevieviiesieieieteieteeeie ettt ete e eeestessesaeaennens 3,363,943 0.12 3,356,070 0.18 7,873 0.2

Total demand and savings .................c.ccoeuvauen.. 9,344,022 0.08 8,675,024 0.12 668,998 7.7
TIME dEPOSIES..nveneeneenieiienieiieiietieteeie et see e eenees 3,129,162 0.93 3,717,556 1.26 (588,394) (15.8)

TOtAl AEPOSILS.......oouveeeaeeaiareeereeseeeeeeeees $12,473,184 0.29% $12,392,580 0.46% $ 80,604 0.7%

The $669.0 million, or 7.7%, increase in average total demand and savings account balances was primarily due to a $340.6 million,
or 8.3%, increase in personal account balances, a $270.4 million, or 9.4%, increase in business account balances and a $61.6 million,
or 3.8%, increase in municipal account balances. The $588.4 million, or 15.8%, decrease in time deposits occurred in accounts with
balances less than $100,000 across most original maturity terms.

The average cost of interest-bearing deposits decreased 20 basis points, or 33.9%, to 0.39% in 2013 from 0.59% in 2012 primarily
due to a decrease in higher cost time deposits and an increase in lower cost interest-bearing savings and demand balances. Also
contributing to the decrease in the average cost of interest-bearing deposits was the repricing of time deposits to lower rates.
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Average borrowings and interest rates, by type, are summarized in the following table:
Increase (Decrease) in
2013 2012 Balance

Balance Rate Balance Rate $ %
(dollars in thousands)

Short-term borrowings:

Customer repurchase agreements............c..c....... $ 186,851 0.11% $ 206,842 0.12% $ (19,991) 9. 7%

Customer short-term promissory notes.............. 98,882 0.05 138,632 0.06 (39,750) (28.7)
Total short-term customer funding.............. 285,733 0.09 345,474  0.10 (59,741) (17.3)

Federal funds purchased.............cccccovvevirniennnnne. 612,803 0.23 335,205 0.21 277,598 82.8

Short-term FHLB advances (1) ........cccccevvenennen. 297,787 0.24 10,204 0.29 287,583 N/M
Total short-term borrowings....................... 1,196,323 0.20 690,883  0.15 505,440 73.2

Long-term debt:

FHLB Advances........cc.cccceveeeninineneneneneneenen 519,876 4.14 563,905 4.14 (44,029) (7.8)

Other long-term debt ..........ccoocvriiiiininienee. 369,585 5.90 369,822 5091 (237) (0.1)
Total long-term debt.................ccoccvenucunee. 889,461 4.87 933,727 4.84 (44,266) 4.7)

Total........cccooovviviniiiniiicns $ 2,085,784 2.19% $ 1,624,610 2.85% $ 461,174 28.4 %

(1) Represents FHLB advances with an original maturity term of less than one year.
N/M - Not meaningful.

Total short-term borrowings increased $505.4 million, or 73.2%, primarily due to increases in short-term FHLB advances and Federal
funds purchased. The $44.3 million decrease in long-term debt was due to the repayment of FHLB advances, which were not replaced
with new long-term borrowings. The overall increase in borrowings of $461.2 million, or 28.4%, was driven by the growth in average
loans exceeding the increase in average deposits. The average cost of total borrowings decreased 66 basis points, or 23.2%, t0 2.19%
in 2013 from 2.85% in 2012, primarily due to an increase in lower cost short-term FHLB advances and Federal funds purchased.

Provision for Credit Losses

The provision for credit losses was $12.5 million for 2014, a decrease of $28.0 million, or 69.1%, in comparison to 2013. The
provision for credit losses for 2013 decreased $53.5 million, or 56.9%, in comparison to 2012.

The provision for credit losses is recognized as an expense in the consolidated statements of income and is the amount necessary to
adjust the allowance for credit losses to its appropriate balance, as determined through the Corporation's allowance methodology.
The Corporation determines the appropriate level of the allowance for credit losses based on many quantitative and qualitative factors,
including, but not limited to: the size and composition of the loan portfolio, changes in risk ratings, changes in collateral values,
delinquency levels, historical losses and economic conditions. See further discussion of the Corporation's allowance methodology
under the heading "Critical Accounting Policies." For details related to the Corporation's allowance and provision for credit losses,
see the "Financial Condition" section of Management's Discussion under the heading "Provision and Allowance for Credit Losses."
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Non-Interest Income and Expense
Comparison of 2014 to 2013

Non-Interest Income

The following table presents the components of non-interest income for 2014 and 2013:

Increase (Decrease)
2014 2013 $ %
(dollars in thousands)

Service charges on deposit accounts:

OVErdraft fEES ......cvevviiiiiieieieeeeeeeeee et $ 22,145 §$ 28,222 $ (6,077) (21.5)%
Cash management fees ...........ceouereeiiirieiiniene e 12,709 11,883 826 7.0
(07111 USSR 14,439 15,365 (926) (6.0)
Total service charges on deposit ACCOUNLS........................... 49,293 55,470 (6,177) (11.1)
Investment management and trust SEIVICes .........coveerereerereenuennnnns 44,605 41,706 2,899 7.0
Other service charges and fees:
METChANT TEES .....vviiieeieieeieecee e 13,826 13,783 43 0.3
DeDbit card INCOME.........vvvviiiiiiiiiiieieeieeieeeeeceeeeeeeeeeeeeeeeeaareeeeeas 9,948 9,191 757 8.2
Letter of credit feeS......coovviiiiiiiiieiecieceeeeeeee e 4,563 4,889 (326) (6.7)
Commercial 10an Swap fees.........ccuevverieriiivieriiiereciereeiesieeens 3,615 1,159 2,456 211.9
Foreign currency processing inCome...........ceceveerereeneneenuennnans 1,248 1,245 3 0.2
(0131 USSR 6,696 6,690 6 0.1
Total other service charges and fees ................ccocveveeveenennn. 39,896 36,957 2,939 8.0
Mortgage banking income:
Gain on sales of mortgage 10ans...........cccceeevevvreenercienesieeens 10,063 24,609 (14,546) (59.1)
Mortgage Servicing iNCOME ........ccveeveereeveereerreeeerseeeessessessensaens 7,044 6,047 997 16.5
Total mortgage banking income...............cccoeceveeevceneeenennnns 17,107 30,656 (13,549) (44.2)
Other non-interest income:
Credit card INCOME ........ecveriieeiiiieieetieee ettt ere st sae e saeseeesaeeenens 8,177 8,706 (529) (6.1)
(0751530511 1610} o LR 6,260 6,165 95 1.5
Total Other INCOME..............ccoueeceveiieacreeeieeieeeie e e 14,437 14,871 (434) (2.9)
Total, excluding investment securities gains........................ 165,338 179,660 (14,322) (8.0)
Investment SECUTitieS ZAINS.......eeveeeeruieieriieieeieeeeecente e reesee e eneens 2,041 8,004 (5,963) (74.5)
TOUQL.....coiiciiesee s $ 167,379 $§ 187,664 $ (20,285) (10.8)%

The $6.1 million, or 21.5%, decrease in overdraft fee income consisted of a $3.8 million decrease in fees assessed on personal accounts
and a $2.3 million decrease in fees assessed on commercial accounts. The overall decline in these fees resulted from a reduction in
the number of overdrafts.

The $2.9 million, or 7.0%, increase in investment management and trust services income was due to a $2.0 million, or 11.2%, increase
in brokerage revenue and an $884,000, or 3.7%, increase in trust commissions. These increases resulted from improved market
conditions that increased the values of existing assets under management, additional recurring revenue generated through the brokerage
business due to growth in new accounts and new trust business sales.

Commercial swap fees increased $2.5 million, or 211.9%, due to the favorable interest rate environment and the continued expansion
of'this product. For additional details see Note J, "Derivative Financial Instruments" in the Notes to Consolidated Financial Statements.

Gains on sales of mortgage loans decreased $14.5 million, or 59.1%, due to a $660.8 million, or 43.8%, decrease in new loan
commitments and a 27.2% decrease in pricing spreads compared to the prior year. The decline in new loan commitments was largely
in refinancing volumes, which decreased $453.3 million, or 62.0%, and represented approximately 33% of new loan commitments
in 2014, compared to approximately 48% during 2013. The decrease in volumes was mainly due to higher mortgage interest rates.

Investment securities gains of $2.0 million for 2014 were the net result of $1.7 million of net realized gains on the sales of debt
securities, $335,000 of net realized gains on the sales of financial institution stocks and $30,000 of other-than-temporary impairment
charges for certain financial institution stocks and pooled trust preferred securities. Investment securities gains of $8.0 million for
2013 included $4.4 million of net realized gains on sales of financial institution stocks and $3.8 million of net realized gains on sales

46



of debt securities, partially offset by $124,000 of other-than-temporary impairment charges for certain financial institution stocks
and pooled trust preferred debt securities. See Note C, "Investment Securities," in the Notes to Consolidated Financial Statements
for additional details.

Non-Interest Expense

The following table presents the components of non-interest expense for each of the past two years:

Increase (Decrease)

2014 2013 $ %
(dollars in thousands)

Salaries and employee benefits..........ccooveeveriecierieninienesiereeeenens $ 251,021 $§ 253,240 $ (2,219) (0.9)%
NEt OCCUPANCY EXPEIISEC ..evvverereerrerereerrrerreesreeseesseeesseesseesseessessseens 48,130 46,944 1,186 2.5
Other OULSIAE SETVICES ...ecuvierereerieriiieiieeeieeiteesaeeeteesreesseessseesseessneenne 28,404 18,856 9,548 50.6
Data PIrOCESSINZ ...vveuvevieeieiieieeiieteeteeteeseeseeseesesseessessaessesssessesssensens 17,162 16,555 607 3.7
EqUIPMEnt @XPENSE .....eveuveieieieieieieiieiceieettete ettt sie st see e sneneeneas 13,567 15,419 (1,852) (12.0)
SOFEWATE ..ottt ettt sttt s e bennens 12,758 11,560 1,198 10.4
Professional f8S .........cccuerieiierieiiieieieeiete ettt 12,097 13,150 (1,053) (8.0)
FDIC INSUTANCE ....euveeeieiieieieieiete ettt ettt st 10,958 11,605 (647) (5.6)
Supplies and POStAZE .....c.evvevererieieieiiieieerceteete sttt 9,795 10,210 (415) 4.1
IMATKEUNG ...c.veeiieiieiiecieeieeieeie ettt ettt et aesseeaessaessesnsesseesaensens 8,133 7,705 428 5.6
TeleCOMMUNICALIONS .....veuveueeienienieienietieteeie ettt ete st etestesbesaesaenseneenean 6,870 7,362 (492) 6.7)
Operating riSK LOSS ......eeveiiieiieieiieeee e 4,271 9,290 (5,019) (54.0)
OREO and 1repoSSESSION EXPEINSE .....eeveerrerreerrerserseersesnersesssessesssensens 3,270 7,364 (4,094) (55.6)
Intangible amOTtiZAtion ...........cceecveevieviierieirieeeie et 1,259 2,438 (1,179) (48.4)
(01 1<) SRR SRRRR 31,551 29,735 1,816 6.1

TOUAL ..o $ 459246 $§ 461433 $ (2,187) (0.5)%

Salaries and employee benefits decreased $2.2 million, or 0.9%. Salaries increased $2.2 million, or 1.1%, primarily due to normal
merit increases, partially offset by a decrease in staffing levels resulting from cost savings initiatives. Average full-time equivalent
employees decreased to 3,561 in 2014 from 3,607 in 2013.

Employee benefits decreased $4.4 million, or 10.0%, primarily due to the impact of the Corporation's 2014 cost savings initiatives,
which included the elimination and reduction of certain employee benefit plans, most notably a decrease in profit sharing contributions
and an amendment to the Postretirement Plan, which resulted in net reductions to employee benefits, partially offset by a $2.0 million
increase in healthcare expense due to an increase in claims.

Other outside services increased $9.5 million, or 50.6%, due to increases in consulting services related to the acceleration of risk
management and compliance efforts, including those in connection with the enhancement of the BSA/AML compliance program.
The $1.9 million, or 12.0%, decrease in equipment expense was primarily due to a decrease in depreciation expense as certain assets
became fully depreciated.

Equipment expense decreased $1.9 million, or 12.0%, primarily due to lower depreciation expense as a result of certain assets being
fully depreciated. Software expense increased $1.2 million, or 10.4%, largely due to a full year of expenses related to the Corporation's
new core processing system, which the Corporation converted to during 2013.

The $5.0 million, or 54.0%, decrease in operating risk loss was primarily due to a $5.5 million decrease in losses associated with
previously sold residential mortgages and $1.2 million decrease in debit card fraud, partially offset by a $1.5 million increase in
check fraud losses. During the first quarter of 2014, the Corporation entered into a settlement agreement with a secondary market
investor. Under this agreement, the Corporation agreed to pay this investor $4.5 million to settle all outstanding and potential future
repurchase requests under a series of specified loan purchase agreements with that secondary market investor. The result of this
settlement was a reduction to outstanding repurchase requests of $7.5 million and a reduction to reserves for repurchases of $5.1
million. See Note Q "Commitments and Contingencies," in the Notes to Consolidated Financial Statements for additional details
related to repurchases of previously sold residential mortgages.

OREO and repossession expense decreased $4.1 million, or 55.6%, primarily due to an increase in net gains on sales of properties
and a decrease in valuation provisions, which reflect the continued improvement in overall asset quality and a $3.0 million, or 20.1%,
decrease in OREO balances. The $1.2 million, or 48.4%, decrease in intangible amortization was primarily due to core deposit
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intangible assets, which are amortized on an accelerated basis. The $1.8 million, or 6.1%, increase in other expenses was due mainly
to an increase in the Pennsylvania bank shares tax due to legislative changes.

Comparison of 2013 to 2012

Non-Interest Income

The following table presents the components of non-interest income:

Increase (Decrease)
2013 2012 $ %
(dollars in thousands)

Service charges on deposit accounts:

OVETrdraft fEES .....cviveeiireeiereeeieeeteeeee e $ 28,222 $ 33329 $ (5,107) (15.3)%
Cash management fEes ..........coererererierierieieieeeeeiese e 11,883 11,004 879 8.0
(073113 PSSR SUR 15,365 17,169 (1,804) (10.5)
Total service charges on deposit ACCOUNLS..............c..cveven... 55,470 61,502 (6,032) (9.8)
Investment management and trust SEIVICes.........ccevueeverrervverreenenens 41,706 38,239 3,467 9.1
Other service charges and fees:
METCRANT TEES ... 13,783 12,472 1,311 10.5
Debit card INCOME ........oeevviiiiiiiiiiiie et eeeeeeenes 9,191 8,716 475 5.4
Letter of credit feeS ......ccvvevveeiiiiiieeeie e 4,889 5,052 (163) 3.2)
Foreign currency processing inCome............eecververeeruerruersersuennens 1,245 10,431 (9,186) (88.1)
OtNET .t 7,849 7,674 175 2.3
Total other service charges and fees.................cccocceueeucnnene.. 36,957 44,345 (7,388) (16.7)
Mortgage banking income:
Gain on sales of mortgage 10ans ............cccceceeviririnenenenenennee. 24,609 46,310 (21,701) (46.9)
Mortgage Servicing iNCOME .......c.eeruerurerereeeeeeeiiereeeerie e seeeeeeeas 6,047 (1,710) 7,757 (453.6)
Total mortgage banking inCome................cccooeeevereeesveeeuennnns 30,656 44,600 (13,944) (31.3)
Gain on sale of Global Exchange...........cccccoeveeviieienieieniiienieeienene — 6,215 (6,215) (100.0)
Other non-interest income:
Credit card INCOME ..........eeeeeeeeeieieeeeee e e 8,706 7,944 762 9.6
Other INCOME ... .etiieiiieieieieiet ettt ettt sttt be e 6,165 10,541 (4,376) (41.5)
TOtal Other IMCOME..........occcueeereeeieecieeecieeeiee s ve e 14,871 18,485 (3,614) (19.6)
Total, excluding investment securities gains......................... 179,660 213,386 (33,726) (15.8)
Investment SECUTItieS ZAINS ....eccveererierieenieeiieeieeiee e eieeneeeeeesene e 8,004 3,026 4,978 164.5
TOUAL. ...ttt aens $§ 187,664 § 216412 $  (28,748) (13.3)%

The $5.1 million, or 15.3%, decrease in overdraft fee income included a $3.1 million decrease in fees assessed on personal accounts
and a $2.0 million decrease in fees assessed on commercial accounts. The overall decline in these fees resulted from a reduction in
the number of overdraft items paid.

The $3.5 million, or 9.1%, increase in investment management and trust services was due primarily to a $2.2 million, or 13.8%,
increase in brokerage revenue and a $1.3 million, or 5.7%, increase in trust commissions. These increases resulted from new trust
business sales, improved market conditions that increased the values of existing assets under management, and additional recurring
revenue generated through the brokerage business due to growth in new accounts.

Merchant fee income increased $1.3 million, or 10.5%, due to increases in the number of merchant customers and sales volumes in
2013. In December 2012, the Corporation's Fulton Bank, N.A. subsidiary sold its Global Exchange Group division (Global Exchange)
for a gain of $6.2 million. Global Exchange provided international payment solutions to meet the needs of companies, law firms and
professionals. Foreign currency processing income decreased $9.2 million, or 88.1%, in 2013, largely due to this sale.

Mortgage banking income decreased $13.9 million, or 31.3%. Gains on sales of mortgage loans decreased $21.7 million, or 46.9%,
due to a $993.2 million, or 39.7%, decrease in new loan commitments and an 11.9% decrease in pricing spreads during 2013. Both
decreases resulted from an increase in mortgage interest rates in mid-2013. The decline in new loan commitments was mainly in
refinancing volumes, which represented approximately 48% of new loan commitments in 2013 compared to 69% during 2012.
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Mortgage servicing income increased $7.8 million, largely a result of a $3.6 million reversal of the valuation allowance for mortgage
servicing rights (MSRs) in 2013 compared to a $2.1 million impairment charge recorded in the prior year, and an increase in servicing
income due to growth in the portfolio.

The $4.4 million, or 41.5%, decrease in other income was largely due to $2.0 million of gains on the sales of two branches and one
operations facility and gains on investments in corporate owned life insurance in 2012.

Investment securities gains of $8.0 million for 2013 included $4.4 million of net realized gains on sales of financial institution stocks
and $3.8 million of net realized gains on sales of debt securities, partially offset by $124,000 of other-than-temporary impairment
charges for certain financial institution stocks and pooled trust preferred debt securities. Investment securities gains of $3.0 million
for 2012 included $3.8 million of net realized gains on sales of securities, partially offset by other-than-temporary impairment charges
of $809,000. See Note C, "Investment Securities," in the Notes to Consolidated Financial Statements for additional details.

Non-Interest Expense

The following table presents the components of non-interest expense:

Increase (Decrease)

2013 2012 $ %
(dollars in thousands)

Salaries and employee benefits ..........coeveivveiireiererieriieeceeeeeeeeienns $ 253240 $ 243915 $ 9,325 3.8%
NEt OCCUPANCY EXPEIISEC ..evvrerureerrerereerrrerreesreeseessneesseesseessseessessseens 46,944 44,663 2,281 5.1
Other OULSIAE SETVICES ...ecuviervreeiieririeiieeeieeireesaeeeteesreesseesneesseessneenne 18,856 17,752 1,104 6.2
Data PIrOCESSINZ ...vveuvevieiietieienriereeteeteeseeseeseessesseessessaensesssessesssensens 16,555 14,936 1,619 10.8
EqUIPMEnt @XPENSE .....cveveeeieieieiieieiieiceieeteete sttt ste e saesneneeneas 15,419 14,243 1,176 8.3
Professional fEES ......ccuuviiiiiiiiiie s 13,150 11,522 1,628 14.1
FDIC INSUTANCE ....evveveeevetieiieeiieiesteeiesseenseeseensesseessessnessesssessessensens 11,605 11,996 (391) (3.3)
SOFEWATE ...ttt s 11,560 9,520 2,040 21.4
Supplies and POStAZE .....c.eeveverreieieieiiieieericeteeesie st 10,210 9,516 694 7.3
Operating riSK LOSS ....c.vecveriieciirieieeieieetee ettt 9,290 9,454 (164) (1.7)
IMATKEEIIE ...ttt ettt 7,705 8,240 (535) (6.5)
OREO and repoSSesSion EXPEINSE ......cueereeverreereerreereesneeneeseenseseensens 7,364 11,182 (3,818) (34.1)
TeleCOMMUINICATIONS .......oeoeveeeereeeerereeeeeeeeeeeeeesaeeeeeeeeeeseeeenseeeennneas 7,362 6,884 478 6.9
Intangible amOTtiZaAtion ...........cceccvievieriieierieeeie et 2,438 3,031 (593) (19.6)
FHLB prepayment penalty.........ccccceceevieerveninenerenrenensenuenuenuennenne — 3,007 (3,007) (100.0)
ORCT ..ttt 29,735 29,433 302 1.0

TOUAL ... $ 461433 § 449,294 § 12,139 2.7%

Salaries and employee benefits increased $9.3 million, or 3.8%, with salaries increasing $6.1 million, or 3.0%, and employee benefits
increasing $3.2 million, or 7.7%. The increase in salaries was primarily due to an increase in staffing levels and normal merit increases.
Average full-time equivalent employees increased to 3,607 in 2013 from 3,520 in 2012. The $3.2 million increase in employee
benefits was primarily due to higher health insurance expense, driven by higher claims, and an increase in defined benefit plan
expenses.

Net occupancy expense increased $2.3 million, or 5.1%, as a result of new branches opened in late 2012 and an increase in rent
expense. Other outside services increased $1.1 million, or 6.2%, due to increases in consulting expense, incurred primarily for risk
management and compliance, and employment agency fees for new hires.

Data processing increased $1.6 million, or 10.8%, primarily due to growth in transaction volumes and the impact of the core processing
system conversion. Equipment expense increased $1.2 million, or 8.3%, mainly in depreciation expense related to assets acquired
to support the core system conversion and the overall information technology infrastructure. Professional fees increased $1.6 million,
or 14.1%, due to an increase in legal costs associated with regulatory compliance and risk management efforts, partially offset by
lower legal expenses for workout costs associated with problem assets.

Software expense increased $2.0 million, or 21.4%, due to increased maintenance and license costs associated with the core processing
system conversion. OREO and repossession expense decreased $3.8 million, or 34.1%, due to a $1.9 million decrease in collections
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and repossession expense, a $963,000 decrease in property maintenance costs, a $645,000 increase in net gains on sales of properties,
and a $409,000 decrease in valuation provisions. These decreases reflect the continued improvement in overall asset quality.

In December 2012, the Corporation prepaid approximately $20 million of FHLB advances, incurring a $3.0 million penalty.

As noted previously, the Corporation successfully completed its conversion to a new core processing system during 2013. Total
implementation costs specifically associated with this conversion were approximately $3.5 million and $975,000, respectively, during
2013 and 2012.

Income Taxes

Income tax expense for 2014 was $52.6 million, an increase of $1.5 million, or 3.0%, from 2013. Income tax expense for 2013
decreased $6.5 million, or 11.3%, from 2012. The Corporation’s effective tax rate (income taxes divided by income before income
taxes) was 25.0%, 24.0% and 26.5% in 2014, 2013 and 2012, respectively.

The Corporation’s effective tax rates are generally lower than the 35% federal statutory rate due to investments in tax-free municipal
securities and tax credits earned from investments in partnerships that generate such credits under various federal programs (Tax
Credit Investments). Net credits associated with Tax Credit Investments were $10.4 million, $10.3 million and $9.6 million in 2014,
2013 and 2012, respectively. The increase in the effective tax rate in comparison to 2013 was due primarily to a $3.5 million ($2.3
million, net of federal tax) decrease in the valuation allowance for certain state deferred tax assets that was recorded as a credit to
income tax expense in 2013.

For additional information regarding income taxes, see Note L, "Income Taxes," in the Notes to Consolidated Financial Statements.

FINANCIAL CONDITION

The table below presents condensed consolidated ending balance sheets for the Corporation.

December 31 Increase (decrease)
2014 2013 $ %
(dollars in thousands)
Assets

Cash and due from banks ..........cccooeeirevirenineineeeeeen $ 105702 $ 218,540 $§ (112,838) (51.6)%
Other interest-earning assets...........cecveeveeeeeeeereeresesennens 423,083 248,161 174,922 70.5
Loans held for sale..........cccooeveiiiiiiiinneceeee 17,522 21,351 (3,829) (17.9)
Investment SECUTITIES ...c..eveveueeeieieieiieirieneeeiesie e 2,323,371 2,568,434 (245,063) 9.5)
Loans, net of allowance...........cceeveveerieceeniecieceee e 12,927,572 12,579,440 348,132 2.8
Premises and equipment...........ccceeceeeerereeenenenenennennennen 226,027 226,021 6 —
Goodwill and intangible assets...........cccevverererenerenenennene 531,803 533,076 (1,273) (0.2)
OhET ASSELS....veueveniererieteieteriete sttt sttt sttt ebe e ere e 569,687 539,611 30,076 5.6

TOUAL ASSELS...ceeieeeeeeeeeee s $17,124,767 $16,934,634 $ 190,133 1.1 %

Liabilities and Shareholders’ Equity

DIEPOSILS ..evveeieeiecieeiecieeie ettt ettt naeeaeas $13,367,506 $12,491,186 $ 876,320 7.0 %
Short-term bOrroWIngs.........ccveeverveveiireeeeenierieeseneseennenne 329,719 1,258,629 (928,910) (73.8)
Long-term debt.........cccovererieneieieieeeesese e 1,139,413 883,584 255,829 29.0
Other Habiliti€s .......cc.oeeieiieieiieeecee e 291,464 238,048 53,416 22 .4

Total Liabilities .........cccoveveveneeieieiiieiniiceesese e 15,128,102 14,871,447 256,655 1.7

Total Shareholders’ EQUItY............cccccccovveeveeenenennenenn. 1,996,665 2,063,187 (66,522) 32)

Total Liabilities and Shareholders’ Equity............. $17,124,767 $16,934,634 $§ 190,133 1.1 %

Cash and Due From Banks and Other Interest-Earning Assets

The $112.8 million, or 51.6%, decrease in cash and due from banks and the $174.9 million, or 70.5%, increase in other interest
earning assets was primarily due to a transfer of approximately $170 million in clearing account balances from non-interest earning
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assets to low-yielding Federal Reserve Bank accounts in the fourth quarter of 2014, when the Corporation changed providers of
check clearing services.

Investment Securities

The following table presents the carrying amount of investment securities as of December 31:

2014 2013 2012
(in thousands)

U.S. GOVEINMENE SECUTTLIES ....veveviuiirenieierereiiietetesiatenetesteteseneetstesesestesesesestesesestasasesenesesenenesenesentonenen $ 200 $ 525§ 325
U.S. Government sponsored agency securities.. 214 726 2,397
State and MUNICIPAL.......cc.eiriiiiiiirieiitiiete ettt ettt ettt st et e et sttt eae e st ene st ene s eneeneneen 245,215 284,849 315,519
COrPOrate dEDE SECUTTLIES. ... .euiueeiireiirtiiieteteiert ettt ettt sttt ettt b et be e ebe b abe e 98,034 98,749 112,842
Collateralized mortgage ObIIZALIONS ........c.covrueueuiririiueiririeieiitiietetrtetereesteteuesessetebeeseeseneesseaeneessenenens 902,313 1,032,398 1,211,119
Mortgage-backed SECUIILIES ........ccoviuiuiuiiiiiiiiiiiiiiiii e 928,831 945,712 879,913
AUCHION TALE SECUITEIES ...t eevreureurenresertersesseeserseeseestessessessessessesseessessessessessessessessessessesseessessensensessessessenses 100,941 159,274 149,339
TOtAl AEDt SECUITLIES. ...eeuvieerieeiieiiietieeteete st e ettt et e e et e et e e eesaeetaeesaessaesseesseeseenseesseenseenseensesssenssenseas 2,275,748 2,522,233 2,671,454
EQUILY SECUITLIES ... vttt ettt ettt ettt st ettt sa et enene et eaenee 47,623 46,201 49,628
TOAL v eeeesee e se e e s e s e s eeseses s eeseseseeeee e ees e ee s ee s essesesseeeseeseeseses e eeseesseee $2,323,371 $2,568,434 $2,721,082

Total investment securities decreased $245.1 million, or 9.5%, to $2.3 billion at December 31, 2014, mainly in collateralized
mortgage obligations, ARCs and state and municipal securities, as normal portfolio cash flows and cash flows from security calls
were not fully reinvested due to relatively low yields available on current investment options. Portfolio cash flows that were
reinvested during 2014 were used to purchase securities with average lives of approximately five years to provide for more
structured cash flows, thereby limiting price and extension risk in a rising interest rate environment. State and municipal securities
decreased primarily due to maturities that were not fully reinvested. The decrease in ARCs resulted primarily from ARCs with a
total book value of $51.2 million which were redeemed at par and ARCs with a total book value of $11.9 million were sold,
resulting in no gain or loss. As of December 31, 2014, the weighted average remaining lives of collateralized mortgage obligations
and mortgage-backed securities were four and five years, respectively.

The net pre-tax unrealized gain on available for sale investment securities was $11.3 million as of December 31, 2014, compared
to a $39.8 million net pre-tax unrealized loss as of December 31, 2013. The change was due to a decrease in market interest rates,
which caused the fair values of collateralized mortgage obligations and mortgage-backed securities to increase. See additional
details regarding investment security price risk within Item 7A, "Quantitative and Qualitative Disclosures About Market Risk."
Loans

The following table presents loans outstanding, by type, as of the dates shown, and the change in loans for the most recent year:

2014 vs. 2013

December 31 Increase (Decrease)
2014 2013 2012 2011 2010 $ %
(dollars in thousands)
Real estate — commercial mortgage.................... $ 5,197,155 $ 5,101,922 $ 4,664,426 $ 4,602,596 $ 4375980 $ 95,233 1.9%
Commercial — industrial, financial and
agricultural ............cooovvieivirieiinn 3,725,567 3,628,420 3,612,065 3,639,368 3,704,384 97,147 2.7

Real estate — home equity...........ccccccoveiiiiinnns 1,736,688 1,764,197 1,632,390 1,624,562 1,641,777 (27,509) (1.6)
Real estate — residential mortgage.. . 1,377,068 1,337,380 1,257,432 1,097,503 996,381 39,688 3.0
Real estate — construction............cccccceeucueueunenee 690,601 573,672 584,118 615,445 801,185 116,929 20.4
CONSUMET.......viiiiieiieieieieieieieieieie e 265,431 283,124 309,864 318,874 350,498 (17,693) 6.2)
Leasing and other ...........cococeoeineinnicinicenne 131,583 103,301 93,914 79,869 72,121 28,282 27.4

Gross loans . 13,124,093 12,792,016 12,154,209 11,978,217 11,942,326 332,077 2.6
Unearned inCOME..........ccvweueuemriiuereericierecianes 12,377) (9,796) (7,238) (6,994) (7,198) (2,581) 26.3

Loans, net of unearned income..................... $13,111,716  $12,782,220 $12,146,971 $11,971,223 §11,935,128 $§ 329,496 2.6%

The Corporation does not have a concentration of credit risk with any single borrower, industry or geographical location within
the Corporation's footprint. As of December 31, 2014, the Corporation's policies limit the maximum total lending commitment to
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an individual borrower to $50.0 million. In addition, the Corporation has established lower total lending limits for certain types
of lending commitments, and lower total lending limits based on the Corporation's internal risk rating of an individual borrower
atthe time the lending commitment is approved. As of December 31,2014, the Corporation had 75 relationships with total borrowing
commitments between $20.0 million and $45.0 million.

Approximately $5.9 billion, or 44.9%, of the Corporation’s loan portfolio was in commercial mortgage and construction loans as
of December 31, 2014. The performance of these loans can be adversely impacted by fluctuations in real estate values. The
Corporation limits its maximum exposure to any builder or developer to $33.0 million, and limits its exposure to any one
development project to $15.0 million.

Geographically, the $95.2 million, or 1.9%, increase in commercial mortgage loans occurred in several markets, with increases in
New Jersey ($74.4 million, or 5.8%), Delaware ($28.9 million, or 14.8%), and Maryland ($27.0 million, or 5.0%), partially offset
by decreases in Pennsylvania ($25.2 million, or 0.9%) and Virginia ($9.9 million, or 2.3%).

Construction loans include loans to commercial borrowers secured by residential real estate, loans to commercial borrowers secured
by commercial real estate and other construction loans, which represent loans to individuals secured by residential real estate. The
following table presents outstanding construction loans, and their delinquency rates by these class segments, as of December 31:

2014 2013
Delinquency Delinquency
$ Rate % of Total $ Rate % of Total
(dollars in thousands)

Commercial..........ccccooevvveevneeeennnnnn. $ 427,419 0.6% 61.9% $ 300,931 1.4% 52.5%
Commercial - residential................. 203,670 6.6 29.5 203,935 8.1 35.5
Other ......ccveeeeviieieieeeeee e 59,512 0.6 8.6 68,806 0.8 12.0
Total Real estate - construction....... $ 690,601 2.4% 100.0% $ 573,672 3.7% 100.0%

Construction loans increased $116.9 million, or 20.4% as a result of growth in commercial construction loans. Geographically,
the increase in construction loans occurred in the Pennsylvania ($73.2 million, or 25.3%), Maryland ($25.4 million, or 41.5%)
and Delaware ($21.7 million, or 56.7%) markets.

Commercial loans increased $97.1 million, or 2.7%. Geographically, the increase was primarily in the New Jersey ($53.7 million,
or 10.7%), Maryland ($26.7 million, or 9.8%) and Delaware ($18.4 million, or 23.9%) markets.

The following table summarizes the industry concentrations within the commercial loan portfolio as of December 31:

2014 2013

SEIVICES ....euvteutiteeuteeteeteeteete et eteeteesseesseseessaseessaseassaaseessaeseessasasensesssenseassenseessenseessanseensanseensanneenes 19.2% 19.2%
IMANUTACUIIIEZ. ...ttt ettt ettt st be sttt et b e bt ebeebesbesaeseenen 13.1 13.5
CONSIIUCTION (1) 1eeutitieiiieiietietiete ettt et ettt e et e ete et e eteesseeteesseeseesseesaesseessasseessesseessesseessessaessenseans 11.0 10.0
RELATL.....uiciiiiitieteee ettt ettt et ettt et e te et e b e se s et e b e b e b esbenb e st e st eseeneeseeseeneenennes 9.6 11.0
HEAIEN CATC ...ttt ettt et e e b e e te et e eaeesbeessesbeesseeseenseensensesanennenneas 9.0 8.1
WROLESALE ...ttt sttt et s et e e e st et e ene e se e st e e seenneeneensesneeneenean 8.7 9.7
REAL ESLALE (2) c.vivieuieitieiecie ettt ettt et et e e ete et e e teetesteesseeesesseessesseessebeessaseessaeseenseeneensesasenneenees 7.6 7.0
AGTICUITUIC ...ttt st b sttt ettt e bt ebe bt st sbesaenen 5.5 5.8
Arts and eNtETtAINIMENT.........c.ccieiiieiiitieieeteete e ete et ete st esteeteesteeseesseeseasseessesseessasseensesseessesssessesses 34 2.7
B 0T o To) 1 e USRS TRSPTRS 2.4 2.5
FINANCIAL SETVICES......uieiiieiiiieiietietiete et ettt e ettt e et ete st ebeetsebeeaseseessasseessesseessaeseensesssensesasensenseas 1.9 1.6
OBNET ...ttt ettt s et e et et e e st et e et e e b e eb e b e besse s es b e s b e s b ensesbentes s et e eneeneeseeseeneerenns 8.6 8.9

TOTAL. ...ttt ettt ettt et et e e et eteena e aeeaaeeteenaeeaeesbeetsenbeeteenbeessenseeneenreeneaneenes 100.0% 100.0%

(1) Includes commercial loans to borrowers engaged in the construction industry.
(2) Includes commercial loans to borrowers engaged in the business of: renting, leasing or managing real estate for others; selling and/or buying real estate for
others; and appraising real estate.
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Commercial loans and commercial mortgage loans also include shared national credits, which are participations in loans or loan
commitments of at least $20 million that are shared by three or more banks. Below is a summary of the Corporation's outstanding
purchased shared national credits as of December 31:

2014 2013

(dollars in thousands)
Commercial - industrial, financial and agricultural................cccccoooiiiiiiiiiiiiciceceeeeee e, $ 116,705 $ 129,840
Real estate - commercial MOTEZAZE .......ccveevereiecieriieie ettt ete sttt be et ebe s esteessesseessesseennas 137,952 87,868
TIOLAL. ...ttt ettt ettt et et ettt n et a e ea e n e Rt e n e ekt ek e eh e ket et et e s ententeneeneeneens $ 254,657 $ 217,708

Total shared national credit increased $36.9 million, or 17.0%, in comparison to 2013. The Corporation's shared national credits
are to borrowers located in its geographical markets and the increase was due to normal lending activities consistent with the
Corporation's underwriting policies. As of December 31, 2014 and 2013, none of the shared national credits were past due.

Residential mortgages increased $39.7 million, or 3.0%, as a result of the retention of certain 15-year fixed rate mortgages in the
portfolio instead of selling those mortgages to third-party investors. Geographically, the increase in residential mortgages was
experienced in the Pennsylvania ($20.1 million, or 3.0%), Virginia ($10.9 million, or 4.4%), Maryland ($6.3 million, or 4.0%)
and Delaware ($4.4 million, or 5.4%) markets.

Consumer loans decreased $17.7 million, or 6.2%, due to a $23.3 million, or 17.6%, decrease in direct consumer loans, partially
offset by a $5.6 million, or 3.7%, increase in indirect vehicle loans. Leasing and other loans increased $28.3 million, or 27.4%,
due primarily to growth in equipment leases.
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Provision and Allowance for Credit Losses

The Corporation accounts for the credit risk associated with lending activities through the allowance for credit losses and the

provision for credit losses.

A summary of the Corporation’s loan loss experience follows:

Loans, net of unearned income outstanding at end of year.......................
Daily average balance of loans, net of unearned income..........................

Balance of allowance for credit losses at beginning of year.....................
Loans charged off:
Commercial — industrial, financial and agricultural

Real estate - home equity and consumer...

Real estate — commercial mortgage
Real estate — residential mortgage

Real estate — CONSIIUCHION ........ceveiuiiiiieiceieeee s
Leasing and Other............cccooveveiviiiiiieieececeeee e
Total loans charged off...............coooiiiininini e

Recoveries of loans previously charged off:
Commercial — industrial, financial and agricultural ........................

Real estate - home equity and consumer..............cococcvueveereereenennnnan

Real estate — commercial MOTtZAZE ...........c.eveveererereereereeiereeneenenas

Real estate — residential mortgage

Real estate — CONSIIUCHION ........ceoieeuieiiiieiccceceececcee s
Leasing and other...........oovviiiniinii s
TOtal TECOVETIES. ..ottt eens

Net loans charged off.............cccooiiiiiiiiiie s

Provision for credit losses..

Balance at end 0f Year..........cccoceeivieieiieieiiieeeeee s

Components of Allowance for Credit Losses:

Allowance for loan losses

Reserve for unfunded lending commitments (1) .............cccoeveeveeeveierennnns

Allowance for credit LoSSES............ceverivreieeeeeeeeeceee e

Selected Asset Quality Ratios:

Net charge-offs to average 10ans..............ccoooeoiviiiniiininininee

Allowance for loan losses to loans outstanding.

Allowance for credit losses to loans outstanding
Non-performing assets (2) to total aSSets...........c.cceeveveeeererrereereerereeeerennas
Non-performing assets (2) to total loans and OREO..............cccocvvrenenee.
Non-accrual loans to total 10ans..............c.coeeiiiiiiiiiinieeeccceee
Allowance for credit losses to non-performing loans

Non-performing assets (2) to tangible common shareholders’ equity
and allowance for credit 10SSes (3)........ccevvrveueriririeeirieieeireeeeeeennes

M
@
©)

Includes accruing loans past due 90 days or more.

2014 2013 2012 2011 2010
(dollars in thousands)
$13,111,716 $ 12,782,220 $ 12,146,971 $ 11,971,223 $ 11,935,128
$12,885,180 $ 12,578,524 $ 11,968,567 $ 11,906,447 $ 11,960,262
$ 204,917 $ 225439 § 258,177 § 275498 § 257,553
24,516 30,383 41,368 52,301 35,865
7,811 10,070 13,470 9,686 11,210
6,004 20,829 51,988 26,032 28,209
2,918 9,705 4,509 32,533 6,896
1,209 6,572 26,250 38,613 66,412
2,135 2,653 2,281 2,168 2,833
44,593 80,212 140,366 161,333 151,425
4,256 9,281 4,282 2,521 4,536
2,347 2,378 1,811 1,431 1,540
1,960 3,494 3,371 1,967 1,008
451 548 459 325 9
3,177 2,682 2,814 1,746 1,296
916 807 891 1,022 981
13,107 19,190 13,628 9,012 9,370
31,486 61,022 126,738 152,321 142,055
12,500 40,500 94,000 135,000 160,000
$ 185,931 $ 204917 § 225439 § 258,177 § 275,498
$ 184,144 $ 202,780 $ 223903 $ 256,471 § 274271
1,787 2,137 1,536 1,706 1,227
$ 185931 $ 204917 $ 225439 § 258,177 $ 275,498
0.24% 0.49% 1.06% 1.28% 1.19%
1.40% 1.59% 1.84% 2.14% 2.30%
1.42% 1.60% 1.86% 2.16% 2.31%
0.88% 1.00% 1.43% 1.94% 2.22%
1.15% 1.32% 1.95% 2.64% 3.02%
0.92% 1.05% 1.52% 2.15% 2.35%
134.26% 132.82% 106.82% 90.11% 83.80%
9.12% 9.76% 13.39% 18.60% 22.50%

Reserve for unfunded lending commitments recorded within other liabilities on the consolidated balance sheets.

Ratio represents a financial measure derived by methods other than Generally Accepted Accounting Principles ("GAAP"). See reconciliation of this non-

GAAP financial measure to the most directly comparable GAAP measure under the heading, "Supplemental Reporting of Non-GAAP Based Financial

Measures" in Item 6, "Selected Financial Data."

The provision for credit losses decreased $28.0 million, or 69.1%, in comparison to 2013 due to improvements in credit quality,
as shown by improvements in net loans charged off, the level of non-performing loans and delinquencies.

Net charge-offs decreased $29.5 million, or 48.4%, to $31.5 million in 2014 from $61.0 million in 2013. This decrease was across
all categories but was primarily due to a $13.3 million, or 76.7%, decrease in commercial mortgage net charge-offs, a $6.7 million,
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or 73.1%, decrease in residential mortgage net charge-offs and a $5.9 million, or 150.6%, decrease in construction loan net charge-
offs. The $31.5 million of net charge-offs were primarily in the Pennsylvania ($20.2 million, or 64.3%), New Jersey ($8.3 million,
or 26.4%), and Maryland ($3.8 million, or 12.1%) markets, partially offset by $935,000 of recoveries in the Virginia market.

The following table presents non-performing assets as of December 31:

2014 2013 2012 2011 2010
(in thousands)
Non-accrual 1oans (1) (2) (3) eovvevveeeevreieeireeieiens $ 121,080 $ 133,753 $§ 184,832 § 257,761 $ 280,688
Accruing loans past due 90 days or more (2) ........ 17,402 20,524 26,221 28,767 48,084
Total non-performing loans..............c..cen...... 138,482 154,277 211,053 286,528 328,772
OREO......ooiiiiiieceeeeeeeee ettt 12,022 15,052 26,146 30,803 32,959
Total non-performing assets ...........ccccceceeneenne. $ 150,504 $ 169,329 § 237,199 $ 317,331 $ 361,731

(1) In2014, the total interest income that would have been recorded if non-accrual loans had been current in accordance with their original terms was approximately
$7.7 million. The amount of interest income on non-accrual loans that was included in 2014 was approximately $1.8 million.

(2) Accrual of interest is generally discontinued when a loan becomes 90 days past due as to principal and interest. When interest accruals are discontinued,
interest credited to income is reversed. Non-accrual loans may be restored to accrual status when all delinquent principal and interest has been paid currently
for six consecutive months or the loan is considered secured and in the process of collection. Certain loans, primarily adequately collateralized residential

mortgage loans, may continue to accrue interest after reaching 90 days past due.

(3) Excluded from the amounts presented as of December 31,2014 were $67.6 million of loans, modified under TDRs. These loans were reviewed for impairment
under FASB ASC Section 310-10-35, but continue to accrue interest and are, therefore, not included in non-accrual loans. All non-accrual loans as of

December 31, 2014were reviewed for impairment under FASB ASC Section 310-10-35.

The following table presents loans whose terms were modified under TDRs as of December 31:

2014 2013 2012 2011 2010
(in thousands)
Real estate — residential mortgage ..........cccceevveeereeeereeveereenenennn. $ 31,308 $ 28,815 $ 32993 $ 32,331 $ 37,826
Real estate — commercial MOrtgage ..........cccoeeeveeveenereeneneenene 18,822 19,758 34,672 22,425 18,778
Real estate — CONStIUCTION .........cc.eeeeveeeieieeeiieeeeeeeeeeeeeee e 9,241 10,117 10,564 7,645 5,440
Commercial — industrial, financial and agricultural.................... 5,237 8,045 5,745 3,581 5,502
Real estate - home equity ........cceeverieeiienieiiinieieccee e 2,975 1,365 1,518 183 263
(070) 1151 1101 <) SRS PR 38 11 16 10 —
Total accruing TDRS .....ccvevvieieriieieriecieceeieceeie e 67,621 68,111 85,508 66,175 67,809
Non-accrual TDRS (1)...vveeieeeiieiiieiieciieeeeee e 24,616 30,209 31,245 32,587 51,175
TOtal TDRS ....eeeiieiieiieieeiieet ettt ettt ene $ 92,237 $§ 98,320 $ 116,753 $ 98,762 $ 118,984

(1) Included within non-accrual loans in the preceding table.

Total TDRs modified during 2014 and still outstanding as of December 31,2014 totaled $16.4 million. Of these loans, $7.1 million,
or 36.3%, had a payment default, which the Corporation defines as a single missed scheduled payment, subsequent to modification
during 2014. Total TDRs modified during 2013 and still outstanding as of December 31, 2013 totaled $28.6 million. Of these

loans, $9.8 million, or 34.3%, had a payment default subsequent to modification during 2013.
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The following table presents the changes in non-accrual loans for the years ended December 31:

Commercial -
Industrial, Real Estate - Real Estate -  Real Estate -
Financial and Commercial ~ Real Estate - Residential Home
Agricultural Mortgage Construction Mortgage Equity Consumer Leasing Total
(in thousands)
Balance of non-accrual loans
at December 31, 2012......... $ 65,695 $ 54,960 $ 31,426 $ 21,103 $ 11,625 §$ 13 $ 10 $ 184,832
Additions...........cccoevevneen. 41,804 40,195 13,769 19,277 12,566 573 266 128,450
Payments............ccccoeuenne. (31,336) (32,236) (14,195) (3,222) (3,453) 4) (35) (84,481)
Charge-offs (1).................. (29,754) (20,412) (6,572) 9,612) (6,289) (575) (241) (73,455)
Transfers to OREO............ (4,788) (702) (3,166) (2,306) (332) — — (11,294)
Transfers to accrual status. 4,911) (1,239) (341) (2,958) (845) 5) — (10,299)
Balance of non-accrual loans
at December 31, 2013......... 36,710 40,566 20,921 22,282 13,272 2 — 133,753
Additions...........c.coceuee.n. 38,578 31,509 4,627 10,125 10,406 2,331 803 98,379
Payments...........cccoceenennn (17,937) (18,603) (7,185) (2,047) 3,321) (@) — (49,100)
Charge-offs (1)...... (24,517) (6,005) (1,210) (2,918) (5,486) 2,321) (803) (43,260)
Transfers to OREO............ (763) (2,976) (805) (4,329) (2,199) — — (11,072)
Transfers to accrual status. (2,302) 54) — 3,070) (2,189) o) — (7,620)
Balance of non-accrual loans
at December 31, 2014......... $ 29,769 $ 44,437 $ 16,348 $ 20,043 $ 10,483 $ — 3 — $ 121,080

(1) Excludes charge-offs of loans on accrual status.

Non-accrual loans decreased $12.7 million, or 9.5%, in 2014 due mainly to a decrease in non-accrual loan additions from $128.5
million in 2013 to $98.4 million in 2014, while balances continued to be reduced through payments and charge-offs.

The following table presents non-performing loans, by type, as of the dates shown and the changes in non-performing loans for
the most recent year:

2014 vs. 2013

December 31 Increase (Decrease)
2014 2013 2012 2011 2010 $ %
(dollars in thousands)
Real estate — commercial mortgage....... $ 452237 $ 44,068 $ 57,120 $113,806 $ 93,720 $ 1,169 2.7 %
Commercial — industrial, financial and
agricultural ...........cccooevvivieniiiieiens 30,388 38,021 66,954 80,944 87,455 (7,633)  (20.1)
Real estate — residential mortgage ......... 28,995 31,347 34,436 16,336 50,412 (2,352) (7.5)
Real estate — construction ...................... 16,399 21,267 32,005 60,744 84,616 (4,868) (22.9)
Real estate — home equity ...........c..c....... 14,740 16,983 17,204 11,207 10,188 (2,243) (13.2)
CONSUMET ....c.vieveereeeiereeereereere e 2,590 2,543 3,315 3,384 2,154 47 1.8
Leasing......cccevvieevereeiereeieseeie e 133 48 19 107 227 85 177.1
Total non-performing loans............. $138,482 $154277 $211,053 $286,528 $328,772 $(15,795) (10.2)%

Non-performing commercial loans decreased $7.6 million, or 20.1%, in comparison to December 31, 2013. Geographically, the
decrease primarily occurred in the Pennsylvania ($10.9 million, or 41.1%) market, partially offset by increases in the New Jersey
($2.6 million, or 41.0%), and Virginia ($1.1 million, or 52.3%) markets.

Non-performing residential mortgages decreased $2.4 million, or 7.5%, in comparison to December 31, 2013. Geographically,
the decrease occurred primarily in the New Jersey ($2.2 million, or 29.2%) and Delaware ($969,000, or 43.6%) markets, partially
offset by an increase in the Virginia ($1.2 million, or 15.2%) market.

Non-performing construction loans decreased $4.9 million, or 22.9%, in comparison to December 31, 2013. Geographically, the
decrease occurred in the Pennsylvania ($1.8 million, or 15.8%), New Jersey ($1.7 million, or 37.4%) and Maryland ($1.2 million,
or 28.1%) markets.
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The following table summarizes OREQ, by property type, as of December 31:

2014 2013
(in thousands)
ReESIACNTIAL PIOPEITIES ... .evevievietiitetitetetestetestestetteeteseesteseeseeseesesseesessessessessensessessensessessessassesensens $ 6,656 $ 7,052
COMMETCIAL PLOPEILIES ..evvivieeiieiieiietteteetestestesteetesteestesteessesteessesseesseeseessesseessesssessesssessesssessenssans 3,453 5,586
UNdeveloped 1and ...........cooi ittt ettt et ettt ettt ettt n e eneeneene s e 1,913 2,414
TOtAl OREQ ...ttt ettt ettt e te st e be e st e sesnseseensenseensenneenes $ 12,022 § 15,052

As noted under the heading "Critical Accounting Policies" within Management's Discussion, the Corporation's ability to identify
potential problem loans in a timely manner is key to maintaining an adequate allowance for credit losses. For commercial loans,
commercial mortgages and construction loans to commercial borrowers, an internal risk rating process is used to monitor credit
quality. For a complete description of the Corporation's risk ratings, refer to the "Allowance for Credit Losses" section within Note
A, "Summary of Significant Accounting Policies," in the Notes to Consolidated Financial Statements. The evaluation of credit
risk for residential mortgages, home equity loans, construction loans to individuals, consumer loans and lease receivables is based
on aggregate payment history, through the monitoring of delinquency levels and trends.

Total internally risk rated loans were $9.6 billion and $9.2 billion as of December 31, 2014 and 2013, respectively. The following
table presents internal risk ratings of special mention or lower for commercial loans, commercial mortgages and construction loans
to commercial borrowers, by class segment, as of December 31:

2014 vs. 2013 2014 vs. 2013
Special Mention Increase (Decrease) Substandard or Lower Increase (Decrease) Total Criticized Loans
2014 2013 $ % 2014 2013 $ % 2014 2013

(dollars in thousands)

Real estate - commercial mortgage ..... $ 127,302 $ 141,013 $(13,711) ©.7% $170,837 $ 196,922 $ (26,085) (13.2)% $ 298,139 $ 337,935

Commercial - secured..............o.c......... 120,584 111,613 8,971 8.0 110,544 125,382 (14,838) (11.8) 231,128 236,995
Commercial -unsecured....................... 7,463 11,666 (4,203)  (36.0) 6,810 2,755 4,055 1472 14,273 14,421
Total commercial - industrial,
financial and agricultural ............ 128,047 123,279 4,768 39 117,354 128,137 (10,783) (8.4) 245,401 251,416
Construction - commercial residential. 27,495 30,946 (3,451) (11.2) 40,066 55,309 (15,243)  (27.6) 67,561 86,255
Construction - commercial .................. 12,202 3,508 8,694 247.8 5,586 10,621 (5,035) (47.4) 17,788 14,129
Total real estate - construction
(excluding construction - other).. 39,697 34,454 5,243 152 45,652 65,930 (20,278)  (30.8) 85,349 100,384
Total. ..o $ 295,046 $ 298,746 $ (3,700) (1.2)% $333,843 $ 390,989 $ (57,146) (14.6)% $ 628,889 $ 689,735

% of total risk rated loans..................... 3.1% 3.2% 3.5% 4.2% 6.6% 7.4%

As of December 31, 2014, total loans with risk ratings of substandard or lower were $57.1 million, or 14.6%, less than 2013, while
special mention loans were $3.7 million, or 1.2%, lower. Overall reductions in criticized loans, while not the sole factor for

measuring allocations on the above loan types, contributed to a decrease in allocations for impaired loans of $2.3 million, or 3.7%,
in 2014.
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The following table presents a summary of delinquency status and rates, as a percentage of total loans, for loans that do not have
internal risk ratings, by class segment, as of December 31:

Delinquent (1) Non-performing (2) Total Past Due
2014 2013 2014 2013 2014 2013
$ % $ % $ % $ % $ % $ %
(dollars in thousands)

equity ............... $ 10,931 0.63% $ 16,029 091% $ 14,740 0.85% $ 16,983 0.96% $ 25,671 1.48% $ 33,012 1.87%
Real estate -
residential
mortgage.......... 26,934 1.96 23,279  1.74 28,995 2.10 31,347 2.34 55,929 4.06 54,626  4.08
Real estate -
construction -
other................. — — — — 332 0.56 548 0.80 332 0.56 548 0.80
Consumer - direct. 2,891 2.64 3,586  2.70 2,414 221 2,391 1.81 5305 4.85 5,977 451
Consumer -
indirect............. 2,574 1.65 3,312 220 176  0.11 152 0.10 2,750 1.76 3,464 2.30
Total
Consumer ....... 5,465  2.06 6,898 244 2,590 0.97 2,543 0.89 8,055 3.03 9,441 3.33
Leasing and other
and Overdrafts . 523 0.44 581  0.62 133 0.11 48 0.05 656  0.55 629 0.67
Total ....c.cocveveennenee $ 43,853 1.23% $ 46,787 1.32% $ 46,790 1.32% $ 51,469 1.45% $ 90,643 2.55% $ 98,256 2.77%

(1) Includes all accruing loans 30 days to 89 days past due.
(2) Includes all accruing loans 90 days or more past due and all non-accrual loans.

As of December 31, 2014, delinquency rates for the above class segments decreased, primarily due to a decrease in home equity
delinquencies, partially offset by a slight increase in residential mortgages 30 to 89 days past due.

The following table summarizes the allocation of the allowance for loan losses:

2014 2013 2012 2011 2010
% of % of % of % of % of
Loans In Loans In Loans In Loans In Loans In
Each Each Each Each Each

Allowance Category Allowance Category Allowance Category Allowance Category Allowance Category

(dollars in thousands)

Real estate -
commercial
mortgage.................. $ 53,493 39.6% $ 55,659 39.9% $ 62,928 384% $ 85,112 36.8% $ 40,831 36.8%

Commercial -
industrial, financial
and agricultural........ 51,378 28.4 50,330 28.4 60,205 29.7 74,896 31.0 101,436 31.0

Real estate - residential
MOrtgage.......occeueue. 29,072 10.5 33,082 10.5 34,536 10.4 22,986 8.3 17,425 8.3

Consumer, home
equity, leasing &

(11115 S 33,085 16.2 34,852 16.7 27,895 16.7 17,321 17.2 14,963 17.2
Real estate -
construction.................. 9,756 5.3 12,649 4.5 17,287 4.8 30,066 6.7 58,117 6.7
Unallocated .................. 7,360 N/A 16,208 N/A 21,052 N/A 26,090 N/A 41,499 N/A

$ 184,144 100.0% $ 202,780 100.0% $ 223,903 100.0% $ 256,471 100.0% $ 274,271 100.0%

N/A — Not applicable

Management believes that the $184.1 million allowance for loan losses as of December 31, 2014 is sufficient to cover incurred
losses in the loan portfolio. See additional disclosures in Note A, "Summary of Significant Accounting Policies," and Note D,
"Loans and Allowance for Credit Losses," in the Notes to Consolidated Financial Statements and "Critical Accounting Policies,"
in Management’s Discussion.

Other Assets

Other assets increased $30.7 million, or 5.6%, to $569.7 million as of December 31, 2014. The increase resulted primarily from
a $37.7 million increase in additional investments in partnerships that generate tax credits under various federal programs (Tax
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Credit Investments), and a $14.8 million increase increases in the fair value of commercial interest rate swaps. These increases
were partially offset by a decrease in net deferred tax assets, mainly due to an unrealized gain on available for sale investment
securities as of December 31, 2014 as compared to an unrealized loss as of December 31, 2013.

Deposits and Borrowings

The following table summarizes the increases in ending deposits, by type:

Increase
2014 2013 $ %
(dollars in thousands)

Noninterest-bearing demand.............cceevevierieiieieiieiniie e $ 3,640,623 $ 3,283,172 §$§ 357,451 10.9%
Interest-bearing demand............cccoceevevienincienieieeeeeeee e 3,150,612 2,945,210 205,402 7.0
SAVINES ...ttt ettt ettt ettt ettt et eatea e ebe st ebeebeebeenesbesaessannan 3,504,820 3,344,882 159,938 4.8

Total demand and SAVINGS........cccveveereereriereeieeeeeeeeee 10,296,055 9,573,264 722,791 7.6
TIME ACPOSIES ..vvevrenrieererieeerteeteeteerteeeesteeesenreessenseensenseensesneensennes 3,071,451 2,917,922 153,529 53

TOtal AEPOSIES...ccvverieeieiieeiete ettt $13,367,506 $12,491,186 $ 876,320 7.0%

Non-interest bearing demand deposits increased $357.5 million, or 10.9%, primarily due to an increase in business account balances.
Interest-bearing demand accounts increased $205.4 million, or 7.0%, due to a $110.9 million, or 10.2%, increase in municipal
account balances and a $75.7 million, or 4.3%, increase in personal account balances. The $159.9 million, or 4.8%, increase in
savings account balances was due to a $98.1 million, or 20.5%, increase in municipal account balances and a $77.2 million, or
3.7%, increase in personal account balances, partially offset by a $15.4 million, or 2.0%, decrease in business account balances.

The $153.5 million, or 5.3%, increase in time deposits was in accounts with balances less than $100,000, with original maturity
terms of four to five years, partially offset by a $32.5 million decrease in time deposits with balances of $100,000 or more.

The increase in personal interest-bearing demand and savings account balances resulted from a combination of factors, including
the Corporation's promotional efforts, customers' migration away from certificates of deposit and increased savings by customers.

The following table summarizes the changes in ending borrowings, by type:

Increase (Decrease)
2014 2013 $ %
(dollars in thousands)

Short-term borrowings:

Customer repurchase agreements.............oceevereeecveneeevenvenennes $ 158394 §$§ 175,621 $§ (17,227) (9.8)%
Customer short-term promissory NOtES ..........ccceeeveererrerveruenuenss 95,106 100,572 (5,466) 5.4)
Total short-term customer funding.................cccecceeveeeenen. 253,500 276,193 (22,693) (8.2)
Federal funds purchased...........c.ccoeeevieiiinieciieieieeieeeie e 6,219 582,436 (576,217) (98.9)
Short-term FHLB Advances (1).....cccccoeeererinieneieneneneseene 70,000 400,000 (330,000) (82.5)
Total short-term bOrrowings ..............cccceecveeeeeveeeenennne. 329,719 1,258,629 (928,910) (73.8)
Long-term debt:
FHLB AdVANCES......c.eeuieiiiiieiieiiiiiaiieiesie ettt 673,107 513,854 159,253 31.0
Other long-term debt..........ccooieiiriiiiiieeeeeee e 466,306 369,730 96,576 26.1
Total long-term debr................cccccoeeeveecesceeeeieecesresrennnns 1,139,413 883,584 255,829 29.0
Total BOFTOWINGS...c..ccveeeeeiiniiiiiienieieseee e $ 1,469,132 § 2,142213 § (673,081) (31.4)%

(1) Represents FHLB advances with an original maturity term of less than one year.

The $928.9 million decrease in total short-term borrowings was a result of the increase in deposits exceeding the increase in total
loans, as well as the decrease in investment securities. The $159.3 million, or 31.0%, increase in FHLB advances was a result of
a change in funding mix from short-term federal funds purchased and short-term FHLB advance to long-term FHLB advances.
The $96.6 million, or 26.1%, increase in other long-term debt was the result of the issuance of $100.0 million in subordinated debt
in November 2014.
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Other Liabilities

Other liabilities increased $53.4 million, or 22.4%, to $291.5 million as of December 31, 2014. The increase was primarily due
to a $17.5 million increase in commitments to Tax Credit Investments, a $14.8 million increase in the fair value of commercial
interest rate swaps and an $11.2 million increase in accrued salaries and benefits due to an increase in the defined benefit pension
plan obligation.

Shareholders’ Equity

Total shareholders’ equity decreased $66.5 million, or 3.2%, to $2.0 billion, or 11.7% of total assets, as of December 31, 2014.
The decrease was due primarily to $175.3 million of common stock repurchases and $62.9 million of dividends on shares
outstanding, partially offset by $157.9 million of net income and a $51.1 million net increase in after-tax unrealized holding gains
on available for sale investment securities.

In October 2013, the Corporation announced that its board of directors had approved a share repurchase program pursuant to which
the Corporation was authorized to repurchase up to 4.0 million shares, or approximately 2.1% of its outstanding shares, through
March 2014. During the first quarter of 2014, the Corporation repurchased 4.0 million shares under this repurchase plan at an
average cost of $12.45 per share, completing this repurchase program on February 19, 2014,

In May 2014, the Corporation announced that its board of directors had approved a share repurchase program pursuant to which
the Corporation was authorized to repurchase up to 4.0 million shares, or approximately 2.1% of its outstanding shares, through
December 31, 2014. During the third quarter of 2014, 4.0 million shares were repurchased by the Corporation at an average cost
of $11.36 per share, completing this repurchase program on August 25, 2014.

In November 2014, the Corporation entered into an accelerated share repurchase agreement (ASR) with a third party to repurchase
$100 million of shares of its common stock. Final settlement of the ASR is scheduled for no later than April 17, 2015, and may
occur earlier at the option of the third party. For further discussion see Note N, "Sharcholders' Equity," in the Notes to the
Consolidated Financial Statements.

The Corporation and its subsidiary banks are subject to regulatory capital requirements administered by various banking regulators.
Failure to meet minimum capital requirements can trigger certain actions by regulators that could have a material effect on the
Corporation’s financial statements. The regulations require that banks maintain minimum amounts and ratios of total and Tier I
capital (as defined in the regulations) to risk-weighted assets (as defined), and Tier I capital to average assets (as defined). As of
December 31, 2014, the Corporation and each of its bank subsidiaries met the minimum capital requirements. In addition, all of
the Corporation’s bank subsidiaries’ capital ratios exceeded the amounts required to be considered "well capitalized" as defined
in the regulations. See also Note K, "Regulatory Matters," in the Notes to Consolidated Financial Statements.

The following table summarizes the Corporation’s capital ratios in comparison to regulatory requirements at December 31:

Regulatory

Minimum

for Capital

2014 2013 Adequacy
Total capital (to risk weighted assets).........ceoveveerrerienieiienieriereeieeeeen 14.7% 15.0% 8.0%
Tier I capital (to risk weighted assets)........ccoeveeveeviieienierieneeie e 12.3% 13.1% 4.0%
Tier I capital (t0 AVETage aSSELS) ....c.erverrerreruerieruereieiieiieenieereeiesuesnenene 10.0% 10.6% 4.0%

In July 2013, the FRB approved final rules (the U.S. Basel I1I Capital Rules) establishing a new comprehensive capital framework
for U.S. banking organizations and implementing the Basel Committee on Banking Supervision's December 2010 framework for
strengthening international capital standards. The U.S. Basel III Capital Rules substantially revise the risk-based capital
requirements applicable to bank holding companies and depository institutions.

The new minimum regulatory capital requirements established by the U.S. Basel III Capital Rules became effective for the
Corporation on January 1, 2015, and become fully phased in on January 1, 2019.

When fully phased in, the U.S. Basel III Capital Rules will require the Corporation and its bank subsidiaries to:

* Meet a new minimum Common Equity Tier 1 capital ratio of 4.50% of risk-weighted assets and a Tier 1 capital ratio of
6.00% of risk-weighted assets;
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» Continue to require the current minimum Total capital ratio of 8.00% of risk-weighted assets and the minimum Tier 1
leverage capital ratio of 4.00% of average assets;

* Maintain a "capital conservation buffer" of 2.50% above the minimum risk-based capital requirements, which must be
maintained to avoid restrictions on capital distributions and certain discretionary bonus payments; and

» Comply with a revised definition of capital to improve the ability of regulatory capital instruments to absorb losses as a
result of which certain non-qualifying capital instruments, including cumulative preferred stock and trust preferred
securities, will be excluded as a component of Tier 1 capital for institutions of the Corporation's size.

The U.S. Basel III Capital Rules use a standardized approach for risk weightings that expand the risk-weightings for assets and
off balance sheet exposures from the current 0%, 20%, 50% and 100% categories to a much larger and more risk-sensitive number
of categories, depending on the nature of the assets and off-balance sheet exposures and resulting in higher risk weights for a
variety of asset categories.

As of December 31, 2014 the Corporation believes its current capital levels would meet the fully-phased in minimum capital
requirements, including capital conservation buffer, as prescribed in the U.S. Basel III Capital Rules.

Contractual Obligations and Off-Balance Sheet Arrangements

The Corporation has various financial obligations that require future cash payments. These obligations include the payment of
liabilities recorded on the Corporation’s consolidated balance sheet as well as contractual obligations for purchased services or
for operating leases.

The following table summarizes the Corporation's significant contractual obligations to third parties, by type, that were fixed and
determinable as of December 31, 2014:

Payments Due In

One Year One to Three to Over Five
or Less Three Years Five Years Years Total
(in thousands)
Deposits with no stated maturity (1)................. $ 10,296,055 $ — — $ — $ 10,296,055
Time deposits (2) .ccvevveereeveeeeeieeeeie e 1,592,986 792,382 609,283 76,800 3,071,451
Short-term borrowings (3) .......ccccovervevvenvenuenenes 329,719 — — — 329,719
Long-term debt (3)....cceveeeiinieiieieieieceeee 184,950 550,717 127,007 276,739 1,139,413
Operating 1€ases (4) ...c.ccooeeeeererenenerenenienens 16,226 28,965 21,173 51,840 118,204
Purchase obligations (5) .......cceccveeevveeeneeeeenne. 16,519 19,823 4,870 — 41,212

Uncertain tax positions (6) 1,944 — — — 1,944

(1) Includes demand deposits and savings accounts, which can be withdrawn by customers at any time.

(2) See additional information regarding time deposits in Note H, "Deposits," in the Notes to Consolidated Financial Statements.

(3) Seeadditional information regarding borrowings in Note I, "Short-Term Borrowings and Long-Term Debt," in the Notes to Consolidated Financial Statements.

(4) See additional information regarding operating leases in Note P, "Leases," in the Notes to Consolidated Financial Statements.

(5) Includes information technology, telecommunication and data processing outsourcing contracts.

(6) Includes accrued interest. See additional information related to uncertain tax positions in Note L, "Income Taxes," in the Notes to Consolidated Financial
Statements.

In addition to the contractual obligations listed in the preceding table, the Corporation is a party to financial instruments with off-
balance sheet risk in the normal course of business to meet the financing needs of its customers. These financial instruments include
commitments to extend credit and standby letters of credit, which involve, to varying degrees, elements of credit and interest rate
risk that are not recognized on the consolidated balance sheet. Commitments to extend credit are agreements to lend to a customer
as long as there is no violation of any condition established in the contract. Standby letters of credit are conditional commitments
issued to guarantee the financial or performance obligation of a customer to a third party. Commitments and standby letters of
credit do not necessarily represent future cash needs as they may expire without being drawn.
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The following table presents the Corporation’s commitments to extend credit and letters of credit as of December 31, 2014 (in
thousands):

Commercial aNd OTRET ........ccuoiiiiiiiiiiiii ettt ettt ettt ebeebe e sae b b $ 2,743,415
HOINE ©QUILY ..eeiuvieiieetieeie ettt ettt ettt et et e et e st eebeeetaessbeesaseenseessseesseensseanseensseenseessseenseessseenseenssenn 1,294,205
Commercial mortgage and CONSIITUCLION .......c.evtertirtirtenierieieieiettettete ettt sue et steseenae s entenesneenesneesesnenee 351,444

Total commitments t0 €XtENA CIEAIt..........c.oivviiiiiiiiicie ettt e e eaeeens $ 4,389,064
Standby 1EtETS OF CIEAIt........eiuietiitieiiieeiee ettt ettt et seeseeseeneeseeseeneee $ 382,465
(070)11100 1 (o P B (ST 1 G 0} o3 (=L I 32,304

TOtAl 1EHEETS OF CTEAIL ....vvviieiii ettt e e e et e s et e e s eteeeenaeesenaeeseneeeesnnees $ 414,769
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk

Market risk is the exposure to economic loss that arises from changes in the values of certain financial instruments. The types of
market risk exposures generally faced by financial institutions include interest rate risk, equity market price risk, debt security
market price risk, foreign currency price risk and commodity price risk. Due to the nature of its operations, only equity market
price risk, debt security market price risk and interest rate risk are significant to the Corporation.

Equity Market Price Risk

Equity market price risk is the risk that changes in the values of equity investments could have a material impact on the financial
position or results of operations of the Corporation. As of December 31, 2014, the Corporation’s equity investments consisted of
$41.8 million of common stocks of publicly traded financial institutions and $5.8 million of other equity investments.

The equity investments most susceptible to market price risk are the financial institutions stocks, which had a cost basis of $27.7
million and a fair value of $41.8 million as of December 31, 2014, including an investment in a single financial institution with
a cost basis of $20.0 million and a fair value of $30.4 million. The fair value of this investment accounted for 72.7% of the fair
value of the common stocks of publicly traded financial institutions. No other investment within the financial institutions stock
portfolio exceeded 5% of the portfolio's fair value. In total, gross unrealized gains and gross unrealized losses in this portfolio
were approximately $14.1 million and $5,000, respectively, as of December 31, 2014.

Management continuously monitors the fair value of its equity investments and evaluates current market conditions and operating
results of the issuers. Periodic sale and purchase decisions are made based on this monitoring process. None of the Corporation’s
equity securities are classified as trading.

In addition to its equity portfolio, investment management and trust services income may be impacted by fluctuations in the equity
markets. A portion of this revenue is based on the value of the underlying investment portfolios, many of which include equity
investments. If the values of those investment portfolios decrease, whether due to factors influencing U.S. securities markets in
general or otherwise, the Corporation’s revenue would be negatively impacted. In addition, the Corporation’s ability to sell its
brokerage services in the future will be dependent, in part, upon consumers’ level of confidence in financial markets.

Debt Security Market Price Risk

Debt security market price risk is the risk that changes in the values of debt securities, unrelated to interest rate changes, could
have a material impact on the financial position or results of operations of the Corporation. The Corporation’s debt security
investments consist primarily of U.S. government sponsored agency issued mortgage-backed securities and collateralized mortgage
obligations, state and municipal securities, U.S. government debt securities, auction rate securities and corporate debt securities.
All ofthe Corporation's investments in mortgage-backed securities and collateralized mortgage obligations have principal payments
that are guaranteed by U.S. government sponsored agencies.

Municipal Securities

As ofDecember 31,2014, the Corporation owned $245.2 million of municipal securities issued by various municipalities. Ongoing
uncertainty with respect to the financial strength of municipal bond insurers places much greater emphasis on the underlying
strength of issuers. Continued pressure on local tax revenues of issuers due to adverse economic conditions could have an adverse
impact on the underlying credit quality of issuers. The Corporation evaluates existing and potential holdings primarily based on
the creditworthiness of the issuing municipality and then, to a lesser extent, on any underlying credit enhancement. Municipal
securities can be supported by the general obligation of the issuing municipality, allowing the securities to be repaid by any means
available to the issuing municipality. As of December 31, 2014, approximately 95% of municipal securities were supported by
the general obligation of corresponding municipalities. Approximately 88% of these securities were school district issuances,
which are also supported by the states of the issuing municipalities.

Auction Rate Securities

As of December 31, 2014, the Corporation’s investments in student loan auction rate securities, also known as auction rate
certificates (ARCs), had a cost basis of $108.8 million and a fair value of $100.9 million.

ARGC:s are long-term securities that were structured to allow their sale in periodic auctions, resulting in both the treatment of ARCs
as short-term instruments in normal market conditions and fair values that could be derived based on periodic auction prices.
However, beginning in 2008, market auctions for these securities began to fail due to an insufficient number of buyers, resulting
in an illiquid market. Therefore, as of December 31, 2014, the fair values of the ARCs currently in the portfolio were derived using
significant unobservable inputs based on an expected cash flows model which produced fair values which were materially different
from those that would be expected from settlement of these investments in the current market. The expected cash flows model,
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prepared by a third-party valuation expert, produced fair values which assumed a return to market liquidity sometime within the
next five years. The Corporation believes that the trusts underlying the ARCs will self-liquidate as student loans are repaid.

The credit quality of the underlying debt associated with the ARCs is also a factor in the determination of their estimated fair
value. As of December 31, 2014, all of the ARCs were rated above investment grade, with approximately $5.4 million, or 5%,
"AAA" rated and $95.5 million, or 95%, "AA" rated. All of the loans underlying the ARCs have principal payments which are
guaranteed by the federal government. At December 31, 2014, all of the Corporation's ARCs were current and making scheduled
interest payments.

During 2014, ARCs with a total book value of $51.2 million were redeemed at par and ARCs with a total book value of $11.9
million were sold, with no gain or loss upon sale. As of December 31, 2014, all ARCs were current and making scheduled interest
payments. Based on management’s evaluations, ARCs with a fair value of $100.9 million were not subject to any other-than-
temporary impairment charges as of December 31, 2014. The Corporation does not have the intent to sell and does not believe it
will more likely than not be required to sell these securities prior to a recovery of their fair value to amortized cost, which may be
at maturity.

Corporate Debt Securities

The Corporation holds corporate debt securities in the form of pooled trust preferred securities, single-issuer trust preferred
securities and subordinated debt issued by financial institutions, as presented in the following table as of December 31, 2014:

Amortized Estimated

Cost Fair Value

(in thousands)
Single-issuer trust preferred SECUTTHES. .......c.ooviiiieieeieeieiecctiereete ettt v s $§ 47569 $ 42,016
N0 1070y (e Do b1 (=te I [ o) PR 47,530 50,023
Pooled trust preferred securities 2,010 4,088
Corporate debt securities issued by financial INSHEULIONS..........cvevvereerririieririierieeieseeeeseeeeniens $ 97,109 $ 96,127

The fair values for pooled trust preferred securities and certain single-issuer trust preferred securities were based on quotes provided
by third-party brokers who determined fair values based predominantly on internal valuation models which were not indicative
prices or binding offers.

The Corporation’s investments in single-issuer trust preferred securities had an unrealized loss of $5.6 million as of December 31,
2014. The Corporation did not record any other-than-temporary impairment charges for single-issuer trust preferred securities in
2014, 2013 or 2012. Seven of the Corporation's 20 single-issuer trust preferred securities held were rated below investment grade
by at least one ratings agency, with an amortized cost of $14.5 million and an estimated fair value of $12.4 million as of December 31,
2014. The majority of the single-issuer trust preferred securities rated below investment grade were rated "BB" or "Ba". Three
single-issuer trust preferred securities with an amortized cost of $4.7 million and an estimated fair value of $3.8 million as of
December 31, 2014 were not rated by any ratings agency.

As of December 31, 2014, all five of the Corporation's pooled trust preferred securities with a total amortized cost of $2.0 million
and an estimated fair value of $4.1 million, were rated below investment grade by at least one ratings agency, with ratings ranging
from "C" to "Ca". The class of securities held by the Corporation was below the most senior tranche, with the Corporation’s
interests being subordinate to other investors in the pool.

The amortized cost of pooled trust preferred securities is the purchase price of the securities, net of cumulative credit related other-
than-temporary impairment charges, determined using an expected cash flow model. The most significant input to the expected
cash flows model is the expected payment deferral rate for each pooled trust preferred security. The Corporation evaluates the
financial metrics, such as capital ratios and non-performing asset ratios, of the individual financial institution issuers that comprise
each pooled trust preferred security to estimate its expected deferral rate.

During 2014, the Corporation recorded $18,000 of other-than-temporary impairment charges for pooled trust preferred securities.
Additional impairment charges for corporate debt securities issued by financial institutions may be necessary in the future depending
upon the performance of the individual investments.

See Note C, "Investment Securities," in the Notes to Consolidated Financial Statements for further discussion related to the
Corporation’s other-than-temporary impairment evaluations for debt securities, and see Note R, "Fair Value Measurements," in
the Notes to Consolidated Financial Statements for further discussion related to the fair values of debt securities.
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Interest Rate Risk, Asset/Liability Management and Liquidity

Interest rate risk creates exposure in two primary areas. First, changes in rates have an impact on the Corporation’s liquidity
position and could affect its ability to meet obligations and continue to grow. Second, movements in interest rates can create
fluctuations in the Corporation’s net interest income and changes in the economic value of its equity.

The Corporation employs various management techniques to minimize its exposure to interest rate risk. An Asset/Liability
Management Committee (ALCO), consisting of key financial and senior management personnel, meets on a regular basis. The
ALCO is responsible for reviewing the interest rate sensitivity and liquidity positions of the Corporation, approving asset and
liability management policies, and overseeing the formulation and implementation of strategies regarding balance sheet positions.

From a liquidity standpoint, the Corporation must maintain a sufficient level of liquid assets to meet the cash needs of its customers,
who, as depositors, may want to withdraw funds or who, as borrowers, need credit availability. Liquidity is provided on a continuous
basis through scheduled and unscheduled principal and interest payments on outstanding loans and investments and through the
availability of deposits and borrowings. The Corporation also maintains secondary sources that provide liquidity on a secured and
unsecured basis to meet short-term and long-term needs.

The consolidated statements of cash flows provide details related to the sources and uses of cash. The Corporation generated
$210.4 million in cash from operating activities during 2014, mainly due to net income, as adjusted for non-cash charges, including
the provision for credit losses and depreciation and amortization. Investing activities resulted in a net cash outflow of $275.5
million in 2014 due mainly to a net increase in loans, a decrease in short-term investments and purchases of securities, partially
offset by proceeds from maturities of securities. Financing activities resulted in a net cash outflow of $47.8 million in 2014 due
to a net decrease in short-term borrowings and outflows related to the acquisition of treasury stock and dividends paid to
shareholders, partially offset by cash inflows from increases in demand and savings deposits, time deposits and long-term debt.

Liquidity must also be managed at the Fulton Financial Corporation parent company level. For safety and soundness reasons,
banking regulations limit the amount of cash that can be transferred from subsidiary banks to the parent company in the form of
loans and dividends. Generally, these limitations are based on the subsidiary banks’ regulatory capital levels and their net income.
The Corporation meets its cash needs mainly through dividends from subsidiary banks. Secondary sources of liquidity include
loans from subsidiary banks and external borrowings. Management continuously monitors liquidity and capital needs and will
implement appropriate strategies, as necessary, to meet regulatory and business requirements.

As of December 31, 2014, liquid assets (defined as cash and due from banks, short-term investments, deposits in other financial
institutions, Federal funds sold, loans held for sale and securities available for sale) totaled $2.9 billion, or 16.8% of total assets,
as compared to $3.1 billion, or 18.1% of total assets, as of December 31, 2013.

The following table presents the expected maturities of available for sale investment securities, at estimated fair value, as of
December 31, 2014 and the weighted average yields of such securities (calculated based on historical cost):

Maturing

L After One But After Five But
Within One Year  yithin Five Years  Within Ten Years  After Ten Years

Amount Yield Amount Yield Amount Yield Amount Yield
(dollars in thousands)

U.S. Government securities.................... $ 200 0.12% $ — —% $ — —% $ — —%
U.S. Government sponsored agency

SECUITLIES ..vveenvrrerireeeireeenieeenireesieeens 4  0.63 57 1.49 10 1.26 143 3.06
State and municipal (1) ....ccoevveeeeeenennene 15,629 4.97 37,303 5.68 169,354 5.31 22,929 7.20
ARCS (2) ceeeeieieieeeereeree e — — — — — — 100,941 1.66
Corporate debt securities...............cc.c..... 1,018 6.86 42,782 4.33 6,323 3.70 47911 2.62

Total ..o $§ 16,851 5.02% § 80,142 4.96% $ 175,687 5.26% $171,924 2.60%

Collateralized mortgage obligations (3). $§ 902,313 1.91%
Mortgage-backed securities (3).............. W 2.48%

(1) Weighted average yields on tax-exempt securities have been computed on a fully taxable-equivalent basis assuming a tax rate of 35% and statutory interest
expense disallowances.

(2) Maturities of ARCs are based on contractual maturities.

(3) Maturities for mortgage-backed securities and collateralized mortgage obligations are dependent upon the interest rate environment and prepayments on the
underlying loans. For the purpose of this table, all balances and weighted average rates are shown in one period. As of December 31, 2014, the weighted
average remaining lives of collateralized mortgage obligations and mortgage-backed securities were four and five years, respectively.
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The Corporation’s investment portfolio consists mainly of mortgage-backed securities and collateralized mortgage obligations
which have stated maturities that may differ from actual maturities due to borrowers’ ability to prepay obligations. Cash flows
from such investments are dependent upon the performance of the underlying mortgage loans and are generally influenced by the
level of interest rates. As rates increase, cash flows generally decrease as prepayments on the underlying mortgage loans decrease.
As rates decrease, cash flows generally increase as prepayments increase.

The following table presents the approximate contractual maturity and interest rate sensitivity of certain loan types subject to
changes in interest rates as of December 31, 2014:

One
One Year Through More Than
or Less Five Years Five Years Total

(in thousands)
Commercial, financial and agricultural:

Adjustable and floating rate .............cccooevereveerrennnnee. $ 953,886 $ 1,680,947 $ 468,107 $ 3,102,940
Fixed rate........ooooviiieiiiiiiieeeee e 228,867 251,182 142,578 622,627
o] 7:1 SRR $ 1,182,753  $ 1,932,129 $ 610,685 $ 3,725,567

Real estate — mortgage (1):
Adjustable and floating rate ...........c.cceeveervrrerennnene. $ 1,168,533 $§ 3,093,396 $ 2,072,034 $ 6,333,963
FiXed rate......cccveecviiiiieiiecieeeecee et 458,956 1,065,751 452,241 1,976,948
TOtal .. $ 1,627,489 $ 4,159,147 $ 2,524275 § 8,310,911

Real estate — construction:
Adjustable and floating rate ...........cccccevveerieeriennnnen. $ 185,815 $ 195,112 $ 183,583 $ 564,510
FiXed rate.....cccoveeeiiiciieeieccie et 66,444 27,052 32,595 126,091
Total ..ooeeeeieeeee e $ 252,259 $ 222,164 $ 216,178 $ 690,601

(1) Includes commercial mortgages, residential mortgages and home equity loans.

Contractual maturities of time deposits of $100,000 or more outstanding as of December 31, 2014 were as follows (in thousands):

THIEE INONTIS OF LESS ....uviiieiiiiii ittt ettt eat et e e e et e e e e e et e eaeeeeteeesaseaeeeassenteenseeenseenseeesssenseesnsesrseenneesnnes $ 176,128
Over three through SIX MONENS ........ccviiiiiiiiiciiceee ettt e b ee et e e e e steesbesbeesbesbeessesseesseesaessesseesseenes 143,441
Over six through tWelve MONNS .......c.cociiiiiiiiiiiii ettt ettt ettt be b e aes 322,708
(02 e T 11 1) 114 SRR 605,960

TOTAL ..ottt et e et e et e e e et e e e e ea e e et e e eaeeeaaeeaee et e eeate et e e eateeateereeeaeeeateeaeeeaneeaes $ 1,248,237

The Corporation maintains liquidity sources in the form of demand and savings deposits, time deposits, repurchase agreements
and short-term promissory notes. Additional liquidity can generally be obtained from these sources, if necessary, by increasing
interest rates. The positive impact to liquidity resulting from higher interest rates could have a detrimental impact on the net interest
margin and net income if rates on interest-earning assets do not have a corresponding increase.

Borrowing availability with the FHLB and Federal Reserve Bank, along with Federal funds lines at various correspondent banks,
provides the Corporation with additional liquidity.

Each of the Corporation’s subsidiary banks is a member of the FHLB and has access to FHLB overnight and term credit facilities.
As of December 31, 2014, the Corporation had $673.1 million of term advances outstanding from the FHLB with an additional
borrowing capacity of approximately $2.6 billion under these facilities. Advances from the FHLB are secured by FHLB stock,
qualifying residential mortgages, investments and other assets.

As of December 31, 2014, the Corporation had aggregate availability under Federal funds lines of $1.2 billion, with $6.2 million
of that amount outstanding. A combination of commercial real estate loans, commercial loans and securities are pledged to the
Federal Reserve Bank of Philadelphia to provide access to Federal Reserve Bank Discount Window borrowings. As of December 31,
2014 and 2013, the Corporation had $1.1 billion and $2.0 billion, respectively, of collateralized borrowing availability at the
Discount Window, and no outstanding borrowings. The $900.0 million decrease in availability at the Discount Window was
primarily the result of certain pledged loans that were shifted from the Federal Reserve Bank to be used as collateral with the
Federal Home Loan Bank of Pittsburgh in order to optimize the Corporation's borrowing capacity.
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The following table provides information about the Corporation's interest rate sensitive financial instruments as of December 31,
2014. The table presents expected cash flows and weighted average rates for each of the Corporation’s significant interest rate
sensitive financial instruments, by expected maturity period. None of the Corporation's financial instruments are classified as
trading. All dollars amounts are in thousands.

Expected Maturity Period

Estimated

2015 2016 2017 2018 2019 Beyond Total Fair Value

Fixed rate loans (1) ...c..ccuvven $ 986,066 $ 497,696 $ 360,687 $ 368,169 $ 209002 $ 646,177 S 3,067,797 $ 3,050,762
Average rate....................... 3.80% 4.38% 4.32% 4.60% 4.54% 3.87% 4.12%

Floating rate loans (1) (2) ........... 2,313,130 1,506,899 1,227,062 1,057,203 1,359,071 2,576,533 10,039,898 9,975,760
Average rate............ooccoeuee. 3.80% 3.92% 3.93% 3.92% 3.82% 3.91% 3.88%

Fixed rate investments (3)........... 359,025 320,657 282,801 224,078 188,874 744,167 2,119,602 2,129,504
Average rate 2.80% 2.78% 2.78% 2.61% 2.58% 2.76% 2.74%

Floating rate investments (3) ...... 4 4,969 113,720 32 23 40,582 159,330 146,558
AVErage rate ......ooooossssssssns 0.63% 0.94% 2.00% 2.04% 1.47% 1.44% 1.83%

Other interest-earning assets........ 375,652 — — — — 64,953 440,605 440,605
Average rate.......c.eceevuenen. 0.40% — — — — 4.49% 1.01%

TOal i $4,033,877  $2330,221  $1,984,270  $1,649.482  $1,756970  $4,072,412  $15827232  $15,743,189
AVerage rate ...................... 3.40% 3.86% 3.72% 3.90% 3.77% 3.68% 3.67%

Fixed rate deposits (4) $1,356,322  § 448515 § 351,761 $ 115882 § 424705 § 22,001 $ 2,719,186  § 2,734,921

Average rate....................... 0.71% 1.03% 1.33% 1.66% 2.13% 1.85% 1.11%

Floating rate deposits (5) ............ 4,896,773 815,596 458211 380,987 318,055 138,075 7,007,697 6,990,394
AVerage 1ate........cooocouvunnee 0.15% 0.11% 0.10% 0.09% 0.09% 0.13% 0.14%

Fixed rate borrowings (6)............ 186,334 236,722 315,566 593 125,330 258,373 1,122,918 1,136,820
Average rate..............cc.o..... 3.67% 4.00% 4.85% 4.67% 1.85% 5.59% 431%

Floating rate borrowings (7) ....... 329,718 — — — — 16,496 346,214 335,879
Average rate...........cooeueeen. 0.13% — — — — 2.39% 0.24%

TOtal oo $6,769,147  $1,500,833  $1,125,538  $ 497,462 $ 868,090 $ 434,945  $11,196,015  $11,198,014
AVerage 1ate........coooeevvnvnne 0.36% 1.00% 1.82% 0.46% 1.34% 3.55% 0.80%

(1) Amounts are based on contractual payments and maturities, adjusted for expected prepayments. Excludes $4.0 million of overdraft balances.

(2) Line of credit amounts are based on historical cash flow assumptions, with an average life of approximately 5 years.

(3) Amounts are based on contractual maturities; adjusted for expected prepayments on mortgage-backed securities and collateralized mortgage obligations and
expected calls on agency and municipal securities. Excludes equity securities, as such investments do not have maturity dates.

(4) Amounts are based on contractual maturities of time deposits.

(5) Estimated based on history of deposit flows.

(6) Amounts are based on contractual maturities of debt instruments, adjusted for possible calls. Amounts also include junior subordinated deferrable interest
debentures.

(7) Amounts include Federal funds purchased, short-term promissory notes and securities sold under agreements to repurchase, which mature in less than 90 days,
in addition to junior subordinated deferrable interest debentures.

The preceding table and discussion addressed the liquidity implications of interest rate risk and focused on expected cash flows
from financial instruments. Expected maturities, however, do not necessarily reflect the net interest income impact of interest rate
changes. Certain financial instruments, such as adjustable rate loans, have repricing periods that differ from expected cash flow
periods.

Included within the $10.0 billion of floating rate loans above are $3.5 billion of loans, or 35.0% of the total, that float with the
prime interest rate, $2.0 billion, or 19.9%, of loans which float with other interest rates, primarily the London Interbank Offered
Rate (LIBOR), and $4.5 billion, or 45.1%, of adjustable rate loans. The $4.5 billion of adjustable rate loans include loans that are
fixed rate instruments for a certain period of time, and then convert to floating rates.
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The following table presents the percentage of adjustable rate loans, as of December 31, 2014, stratified by the period until their
next repricing:

Percent of Total

Adjustable Rate
Fixed Rate Term Loans
OM1I€ YA ....ueutentiteeteeteett ettt et et st e st se e suteutebteateae et e b e bt e bt e bt ebeehe e et e st et et e st e eb e eb e es e es e ea e eme et et et e bt e bt e bt eh e e bt e et e st e n e aenaenneene bt bt s 30.6%
TWO YEATS. ..ttt ettt ettt e h e bt st e bt et e e bt et et e e at e ea bt e a bt eh s e eat e eb e e bt e bt e bt e bt et e et e e a bt eateehtenateebaesueenbeenbeenne 18.3
TIRIEE YEATS. ...c.veuvetietietieuteiietetestesteetesteeteeutestestensessassaseeseeseeseeneensensansenseseeseaseaseeseantansensansansaseeseeseesaessensensensensenseasesneansanean 15.8
FOUL YEATS ...t ettt sttt ettt et e st et e e ae e sa e e st e st e e bt e bt esb e et e eaneeateennesanenneenreenne 16.0
FAVE YIS ...ttt ettt ettt e b e teeb e eb e eb e ea e eatea e et e b e bt e bt ekt eh e eaten s et e ke ke eheeheeheeheeneen b e st et e bebeebeeheeneenes 10.4
GIEALET thAN FIVE YEAIS.....euteuieieieiteiieiteeieetett ettt e v et ete e st et et estetesse st essesseeseeseensensensanseseeseeseeseesaessensensensensensesseaseanean 8.9

The Corporation uses two complementary methods to measure and manage interest rate risk. They are simulation of net interest
income and estimates of economic value of equity. Using these measurements in tandem provides a reasonably comprehensive
summary of the magnitude of the Corporation's interest rate risk, level of risk as time evolves, and exposure to changes in interest
rates.

Simulation of net interest income is performed for the next twelve-month period. A variety of interest rate scenarios are used to
measure the effects of sudden and gradual movements upward and downward in the yield curve. These results are compared to
the results obtained in a flat or unchanged interest rate scenario. Simulation of net interest income is used primarily to measure
the Corporation’s short-term earnings exposure to rate movements. The Corporation’s policy limits the potential exposure of net
interest income, in a non-parallel instantaneous shock, to 10% of the base case net interest income for a 100 basis point shock in
interest rates, 15% for a 200 basis point shock and 20% for a 300 basis point shock. A "shock" is an immediate upward or downward
movement of interest rates. The shocks do not take into account changes in customer behavior that could result in changes to mix
and/or volumes in the balance sheet, nor do they account for competitive pricing over the forward 12-month period.

The following table summarizes the expected impact of abrupt interest rate changes on net interest income (due to the current
level of interest rates, the 200 and 300 basis point downward shock scenarios are not shown):

Annual change % Change in net
Rate Shock (1) in net interest income interest income

+ $70.6 million +14.5%

+ $44.9 million +9.2%

+ $19.0 million +3.9%

— $19.4 million —4.0%

(1) These results include the effect of implicit and explicit floors that limit further reduction in interest rates.

Economic value of equity estimates the discounted present value of asset cash flows and liability cash flows. Discount rates are
based upon market prices for like assets and liabilities. Abrupt changes or "shocks" in interest rates, both upward and downward
shocks of interest rates are used to determine the comparative effect of such interest rate movements relative to the unchanged
environment. This measurement tool is used primarily to evaluate the longer-term repricing risks and options in the Corporation’s
balance sheet. The Corporation's policy limits the economic value of equity that may be at risk, in a non-parallel instantaneous
shock, to 10% of the base case economic value of equity for a 100 basis point shock in interest rates, 20% for a 200 basis point
shock and 30% for a 300 basis point shock. As of December 31, 2014, the Corporation was within economic value of equity policy
limits for every 100 basis point shock.
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Item 8. Financial Statements and Supplementary Data

CONSOLIDATED BALANCE SHEETS
(dollars in thousands, except per-share data)

December 31

2014 2013
Assets
Cash and due TTOM DANKS..........coouiiiie ittt e et e e e eeaeesaeeeane s $ 105,702 $ 218,540
Interest-bearing deposits with other bankss .............cooiiiiiiiiiiiiiii e 358,130 163,988
Federal Reserve Bank and Federal Home Loan Bank StoCK ............ccoovuviiiiiviiiiiiiiiiiiiieeeeceeee, 64,953 84,173
L0aNS NELd £OI SALE......ceviiiiiiieeie et e e e e e e e eteeeeenneeeenneeeenneeeenns 17,522 21,351
Available for sale INVEStMENT SECUTTLIES......c...iiivueeeiiereeeerieeeeeeeeeeeeereeeeaeeeeteeeeeaeeeeeaeeeeaeeeennns 2,323,371 2,568,434
Loans, net of UNEArNed INCOMIE ..........ccouuiieiueiiieeieeeeiieeeieeeeeeeeeeee e eeteeeeaeeeeseeeeesaaeesenseeseaeeeeneens 13,111,716 12,782,220
AllOWANCE FOI 10AN LOSSES ...cuviiviiiieiiiciieiicieeie ettt ettt sb et esbeereesbeersebeensesaeeseeneas (184,144) (202,780)
INEE LOGLS ..o e eeve e e eete e eaaeeseeeaeseseeenssaseesaseenseestsseseensessreeenneenns 12,927,572 12,579,440
Premises and qUIPIMENLT ........ocueiuirieiieieeteeie ettt ettt ettt et ettt se et e st eneeneenees 226,027 226,021
Accrued INtETest TECEIVADIE. ..........iieueieeieie et e et ee e e et e e eenneeeenneeeenneeeennns 41,818 44,037
GoodWill and INtaNGIDIE ASSCLS .......eevierieriierierieieeieteeee e eee st e et eeesseeaesseessesseesessnesesssensens 531,803 533,076
(011 1153 1T £ S 527,869 495,574
TOUAL ASSOLS.......c.eeeeeeeeeee et ettt et e e e et e e et eae e $ 17,124,767 $ 16,934,634
Liabilities
Deposits:
INONINEETESE-DEATINE .......eeeeeniieeieetieteeteete et este st este et eteesteteeneesaeensesseensesneensesanensesneensesnnensens $ 3,640,623 $§ 3,283,172
INtEIEST-DEATIIIZ ... evietieeieiieiieie ettt ettt ettt ettt te et e e ta et e s see s e essesseesaenseessesseesaesseensenes 9,726,883 9,208,014
TOLAL DEPOSILS.......oceveeveeeeereeeeeieetaessetesaeetesasesesasessesasessesssessesssansesssanssassasssensasssensenses 13,367,506 12,491,186
Short-term borrowings:
Federal funds purchased.............oooueiieiiiieiinieeee et 6,219 582,436
Other Short-term DOTTOWINES .....ceovveieieieieiieie ettt 323,500 676,193
Total ShOTt=-Term BOFTOWINGS........cccvecuereeeeeseesieseessessessesseensesssessesssasssansesssensessesnsesses 329,719 1,258,629
Accrued INErest PAYADIC........eeieiiieieciieiceiete ettt b e e sne e nas 18,045 15,218
OPNET THADITIEIES ...e.vveeevieierieetieeie et eete et e eteeeteeetteeeteeetteeeseeeaseeeseeesseeseesssseesseessseseeenseenseessseeseeas 273,419 222,830
Federal Home Loan Bank advances and long-term debt.............cccoooeeviiiieiieieniiciicceeeee, 1,139,413 883,584
TOLAL LIQADIIITIES. .........ccoveeeeeeeeeeeeeee et eeae e eete s et e et e ereeenaeeteseseeeseeesssenneeeneeanns 15,128,102 14,871,447
Shareholders’ Equity
Common stock, $2.50 par value, 600 million shares authorized, 218.2 million shares issued
in 2014 and 217.8 million shares issued in 2013.............co.oooiiiiiniiiiee 545,555 544,568
Additional paid-in CAPILAl ........ceevvieiiieieiieieieeeee et sne e es 1,420,523 1,432,974
REtAINEA CAIMINES........eevieeieitieiieitieteetieteeteeteeteesseeseesseetesseessesseessessaesseessensenssensesssanseessesseessenses 558,810 463,843
Accumulated other compPrehensive 10SS ......cc.ieveriiiiiiiiiieiieeeeee e (17,722) (37,341)
Treasury stock, 39.3 million shares in 2014 and 25.2 million shares in 2013............................ (510,501) (340,857)
Total Shareholders’ EQUILY.............coveceivieeeeieeeieseeeieseeeieeteie e sse s ssssseesseeaessesnsesnas 1,996,665 2,063,187
Total Liabilities and Shareholders’ EQUILY.............ccocveeeeceeeeeciesiieieseeeesaeecaesneene e $ 17,124,767 $ 16,934,634

See Notes to Consolidated Financial Statements
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CONSOLIDATED STATEMENTS OF INCOME

(dollars in thousands, except per-share data)

Interest Income
Loans, INCIUAING fEES ......coveieuiieiieiie ettt
Investment securities:
TAXADIC ...ttt ettt et ettt e te e beete et e enbeenneeabeeaeeereans
TAX-EXEIMPL .ttt ettt ettt ettt et et et et eateestesueesuaesae e bt e saeenseenteenseenbesabeenaesanenaeenaeens
DIVIACNAS ...ttt e et e et e et e e e et e e ere e e eteeeeareas
L0aNS NELA fOI SALE ... ..cviiiiiie ettt ettt et e et e eaeeeaeeeneeeaseeseeessenseeeseenseenseenseennes
Other INTETESE INCOIME .......veevveeveeeteieteeeteeeteeete et eeteeeteeeteeteeeeeeeeseeeaeeeseeeseeseesseseenseenseenseensesseeeneens
TOtAl INEEFESE INCOME............c.oeceveeeveereeereeereecreeiee e eeeeee e erseereeeseeeseeaeesesnsesneans
Interest Expense
DIEPOSIES. ..eututenteteete et et ettt et et ete st st st e st euteute st et e b e beeheeheeheeseen s e st e st e tenbeeheeheene e st ent et e tebebeeneens
SROTE-TETIN DOTTOWIILES ....evtententetitieteettettett ettt ettt sttt ettt et bbbt ebeeae et e st et enbesbesbesaene
LONGAEIIMN AEDL......eeeiteeeiiie ettt ettt ettt a et e e bt s et e st bt st ebe e ene s eneenene
T0tal INEEFESt EXPONSE ...ttt
INEt INEEFESTE INCOME .........c..ueeeeeeeieeeie ettt eetee st e e eeeaae e saeeeneeeaneannsaeens
Provision for credit 10SSES.........coveruieirieiiiiciieie ettt
Net Interest Income After Provision for Credit Losses.
Non-Interest Income
Service charges 0n dePOSIt ACCOUNLS . ......c.eeuteuteierierierterierierteettentetestentestessesteeueeneentensensensessessessenne

Investment management and truSt SETVICES.......e.uerueruertertiririetieiieietetente sttt ettt see e
Other service charges and fEeS...........oiiiiiiriiirieeee ettt nes
Mortgage DANKING INCOME .....c..eveieierierrieeieeieiieietestestesteeseetesseessessessessessessesseeseessessensessessensensenses

Investment securities gains, net:

Other-than-temporary impairment 10SSES ...........ccoeevrereerieieenieireceeeene
Less: Portion of loss recognized in other comprehensive loss (before taxes
Net other-than-temporary impairment LOSSES.........cveverierieriererieieieiereieriesiesieseeseeees
Net gains on sales of INVEStMENT SECULTLIES. ... cververuerreeieierieierientestesteeteeeeaesesessessessessessens
Investment SECUTItIES ZAINS, TEL ...c..evetertirtietietietieietet ettt ettt sttt et e e be b b enes
Total NOn-INterest INCOME. ............cccceeeeirierenieieiesiesiesiese sttt

Non-Interest Expense
Salaries and employee benefits
Net occupancy expense..............
OLher OULSIAE SEIVICES .....cveuiuiiiuirtinietirteutetentetesteut et et euestese et st eae st eatebe s ebeeb st eae s st ste st sae s enesae e enenee
DAtA PIOCESSING ...c.veuvetietietietieiteitete ettt ettt ettt ettt ett e it e te b e besbesbesbe e st eseentensensebesbeeneens
EQUIPIMENE EXPEIISE ...uveveiiiieiienienieiestesteetteteettententetestestesteeuesaeentenaensensesbesaesbeeseeneentensensesensesnesnes
SOTEWATE ...ttt ettt ettt b e bbbt e st et e b et e stesbenae e
ProfeSSIONal fEES .....c..euiiiiiitiieietee ettt ene e
FDIC INSUTANCE EXPEINSE ...vvvvvvrerrenienierieereereesiestestesessessesseeseesesseessessessessessessessesseessessensessessessessenses
Supplies and postage
IMATKEEINE ...ttt ettt b e e bt ettt e at et e b et e st e s bt eb e e st e st et et et e besbeeneens
TeleCOMMUINICALIONS ......coueeuieiiiieterte et ettt ettt ettt st e eue bt e bt eateat et ebesbesbesaeebeeseentenbensensensesneaneas
OPErating TISK LOSS ..euveviuieiieiieieiceet ettt ettt sbe b
Other real estate owned and rePOSSESSION EXPEINSE....everrerrrerrereerersersersersessasasssessessessessessessessassens
INtangible AMOTHIZALION ......euveuieieiirieeieeiieieeeetet ettt ettt ettt et ebesteesesseeseeseeseensensensensessenseas

Total Non-Interest Expense.....
Income Before Income Taxes...
INCOMIE TAXES ...ttt ene s

Per Share:

INEt INCOME (BASIC) veuvieuveeiiieiieiieeieiteesttesteeeteeseeteesseesaesseessaesssasssesseasseessesnsesssesssasaesssenseensennsessss
Net Income (Diluted)....
CaSH DIVIAENAS .....euvivieeieeieiieieieste et ete et et et etestessesaesseeseeseeseessessessassassesseessessessensessensassansesseasens

2014 2013 2012
$ 530,308 $ 540,667 $ 564,616
50,651 54,321 67,349
8,977 9,475 10,362
1,338 1,411 1,275
786 1,551 2,064
4,018 2,264 1,830
596,078 609,689 647,496
35,110 36,770 56,895
1,608 2,420 1,068
44,493 43,305 45,205
81,211 82,495 103,168
514,867 527,194 544328
12,500 40,500 94,000
502,367 486,694 450,328
49,293 55,470 61,502
44,605 41,706 38,239
39,896 36,957 44,345
17,107 30,656 44,600
— — 6,215
14,437 14,871 18,485
(122) (202) (1,107)
92 78 298
(30) (124) (809)
2,071 8,128 3,835
2,041 8,004 3,026
167,379 187,664 216,412
251,021 253,240 243,915
48,130 46,944 44,663
28,404 18,856 17,752
17,162 16,555 14,936
13,567 15,419 14,243
12,758 11,560 9,520
12,097 13,150 11,522
10,958 11,605 11,996
9,795 10,210 9,516
8,133 7,705 8,240
6,870 7,362 6,884
4,271 9,290 9,454
3,270 7,364 11,182
1,259 2,438 3,031
— — 3,007
31,551 29,735 29,433
459,246 461,433 449,294
210,500 212,925 217,446
52,606 51,085 57,601
$ 157,894 S 161840 §  159.845
$ 085 $ 084 $ 0.80
0.84 0.83 0.80
0.34 0.32 0.30

See Notes to Consolidated Financial Statements
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(in thousands)

2014 2013 2012
INEE TIICOIMIE. ...ttt et e e e e e et e et e et e et eeaeeeueeea e e s e eaeeaseeaeesuseeaeeeneeeseeeneeseeneennesnesanenanenne $ 157,894 $ 161,840 $ 159,845
Other Comprehensive Income (L0SS), NEt OF taX:.......ccvciviiiiriieiiicieeee et
Unrealized gain (10SS) ON SECULILIES...........c.cveiirierierriiriitieseeseeeesessessesseeseeseessessessessesessessessessesseesens 33,734 (49,607) 1,569
Reclassification adjustment for securities gains included in net income ...............ccooeeveevveverenenennn. (1,327) (5,203) (1,967)
Reclassification adjustment for postretirement plan curtailment gain included in net income......... (944) — —
Non-credit related unrealized gain on other-than-temporarily impaired debt securities................... 780 1,977 1,330
Unrealized gain on derivative financial inStruments ................ocevevveierieieiieeeieeeeereeeee e 136 136 136
Unrecognized pension and postretirement (COSt) INCOME .........c.evvevvevvieriereereereereeeeeeereereereereereereens (13,168) 8,369 (4,207)
Amortization of net unrecognized pension and postretirement iNCOME...........ccceevevereereenieereennene 408 1,312 859
Other Comprehensive INCOME (LOSS) .........ccceeveevecieeeieeeeeeceeeeeeeeeeeeee s eseieeis e e ese e 19,619 (43,016) (2,280)
Total COmPreRensive INCOME.................ccecueeeeeeeeeeieereseresessessessessesseeseeseessassesesessassessessesseens $ 177,513 $ 118,824 §$ 157,565

See Notes to Consolidated Financial Statements
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

(in thousands, except per share data)

Common Stock Accumulated
Additional Other
Shares Paid-in Retained Comprehensive Treasury
Outstanding Amount Capital Earnings Income (Loss) Stock Total
Balance at December 31, 2011 ... 200,164 $ 540,386 § 1,423,727 § 264,059 $ 7955 § (243,588) § 1,992,539
Net income.... 159,845 159,845
Other comprehensive loss.. (2,280) (2,280)
Stock issued, including related tax benefits.. 1,176 1,707 (2,294) 7,631 7,044
Stock-based compensation awards . 4,834 4,834
Acquisition of treasury stock ... (2,115) (20,359) (20,359)
Common stock cash dividends - $0.30 per share... (59,967) (59,967)
Balance at December 31,2012 .......ccoovoveveveeeeeeenn. 199,225 $§ 542,093 $ 1426267 $ 363,937 $ 5675 $  (256,316) $ 2,081,656
Net income 161,840 161,840
Other comprehensive 10SS........ccocvveeereiririeeenees (43,016) (43,016)
Stock issued, including related tax benefits........... 1,427 2,475 1,377 6,386 10,238
Stock-based compensation awards ..............coc..... 5,330 5,330
Acquisition of treasury Stock ..........c.cccoeceeueeeuenens (8,000) (90,927) (90,927)
Common stock cash dividends - $0.32 per share... (61,934) (61,934)
Balance at December 31, 2013 ........ccccocuviniiieciiinnnnnas 192,652 § 544,568 $ 1,432,974 $ 463,843 $ (37,341) $ (340,857) $ 2,063,187
NEt INCOME ...ttt eene 157,894 157,894
Other comprehensive inCome .............ccoeeeevevenne. 19,619 19,619
Stock issued, including related tax benefits........... 781 987 1,684 5,611 8,282
Stock-based compensation awards .................c...... 5,865 5,865
Acquisition of treasury Stock ...........ccoeerierrirneenee. (14,509) (175,255) (175,255)
Deferred accelerated stock repurchase................... (20,000) (20,000)
Common stock cash dividends - $0.34 per share... (62,927) (62,927)
Balance at December 31, 2014 ..........cccocovveviinririrenrnnns 178,924 $§ 545555 $ 1,420,523 $ 558,810 $ 17,722) $ (510,501) $ 1,996,665

See Notes to Consolidated Financial Statements
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CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

2014 2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES:
INEE TICOIMIE ...ttt ettt ettt ea e e e enteeaeeeneeeaseeseeeaseeseensenseenseenneenees $ 157,894 §$ 161,840 $ 159,845
Adjustments to reconcile net income to net cash provided by operating activities:
Provision for credit 10SSES ........ccovvvvvueieeeieeiieeieeeeeeeeeeeieeenne 12,500 40,500 94,000
Depreciation and amortization of premises and equipment 24,555 25911 22,575
Net amortization of investment SECUrity PremMilmS .........ccecveververreruerveruerserenneas 5,120 10,002 12,151
Deferred inCOME taX EXPENSE ....veevieueerireeieieierienteniesieeseeseeseeseeeesessessessessesseens 18,523 11,825 17,007
Investment SECUTItiES GAINS, NEL.......ceeveeerterrerieriertertereetietienietetessessessessessessenns (2,041) (8,004) (3,026)
Gains on sales of MOItgage 10anS.........cceveririeieieiereeceeeee e (10,063) (24,609) (46,310)
Proceeds from sales of mortgage loans held for sale............ccocevvevierienenencnene 654,654 1,424,896 1,825,562
Originations of mortgage loans held for sale (640,762) (1,353,739) (1,800,142)
Amortization of INtangible aSSELS..........ccververierierierieriererietieieieieiertesre e sieseeene 1,259 2,438 3,031
Gain on sale of Global EXchange.........c.ccccoccviviiiniininnineiicccccncece — — (6,215)
Stock-based COMPENSALION ......c.eeuvererieriirtieieeieieteterterteste st et eneeneeeesensesseeneenes 5,865 5,330 4,834
Excess tax benefits from stock-based compensation .............ceceeeeeveriereserenenne (81) (302) 39)
Decrease in accrued interest reCEIVAbIE .........ccvvievviieiiieeiieieeeeeie et e e s 2,219 1,749 5,312
(Increase) decrease in Other @SSELS .......cceverererieieieieieieeee ettt ee (8,803) 37,236 15,791
Increase (decrease) in accrued interest payable .........cccooeveeieieiieiierienienieneniene 2,827 (4,112) (6,356)
Decrease in other Habilities ........c.ccvverieirieiieniinceecceecccececeeee (13,294) (29,344) (3,508)
Total adjustments..........ccceceeeeereeeennens 52,478 139,777 134,667
Net cash provided by operating aCtivities ............ceceeeceeesesesienienenns 210,372 301,617 294,512
CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from sales of securities available for sale...........ccocvevvieviinieiieneennn, 32,227 267,126 244,702
Proceeds from maturities of securities available for sale...........cccccevererenenene 417,559 637,851 878,375
Purchase of securities available for sale...........cocovievieniiiieiiciececeeceeeee (164,769) (776,352) (1,127,394)
(Increase) decrease in short-term INVeStMENts ..........c.coeceruereeerueerenieerenieennne (174,922) (3,202) 12,853
Net cash received from sale of Global Exchange — — 11,834
NEt INCIEASE 1N LOANS ...o.vovivieieiiieiietiteiieteiete ettt st etesteseeseeeseeaeneeseneeneesens (360,982) (699,961) (302,486)
Net purchases of premises and eqUIPMENT .........cceeveieriereriererierereeeeieriereeeene (24,561) (24,209) (38,024)
Net cash used in iNVeSting ACHIVITIES ...........cccererereseeieieieiiesiesienenienns (275,448) (598,747) (320,140)
CASH FLOWS FROM FINANCING ACTIVITIES:
Net increase in demand and savings dePOSItS ..........ecueruerrerrereeerierieerienierienienaens 722,791 472,439 579,759
Net increase (decrease) in time dePOSItS ........eeeeeeieieriererenerenereeeeeeeerieene 153,529 (465,416) (630,612)
(Decrease) increase in short-term DOITOWINGS .......cc.c.eeveueruerieierieeruenieenieieennene (928,910) 390,230 271,366
Additions to 1ong-term debt ..........ceeeiiierieriiririeeeeeeee e 262,113 — 5,700
Repayments of long-term debt ...............c.......... (6,284) (10,669) (151,596)
Net proceeds from issuance of common StOCK..........ccecvevueriererererierienieieiene 8,201 9,936 7,005
Excess tax benefits from stock-based compensation .............ccecevererereerieneennene 81 302 39
Dividends Paid........cccvevirieirieieiiieeeeee et (64,028) (46,525) (71,972)
Acquisition Of treasury StOCK. ........cuereriererieririeieieieiesesie et eie e eeeeenaeaens (175,255) (90,927) (20,359)
Deferred accelerated stock repurchase payment.... (20,000) — —
Net cash (used in) provided by financing activities................c..cccco....... (47,762) 259,370 (10,670)
Net Decrease in Cash and Due From Banks ...........ccccccvevvieiiieiiiiiiiiiciecieceeceeeee (112,838) (37,760) (36,298)
Cash and Due From Banks at Beginning of Year..........cccceceeveeienienienenienenenieiennen 218,540 256,300 292,598
Cash and Due From Banks at End of Year.........c.ccccoooviiiiiiieiieieeeeceeceeeee e $ 105,702 $ 218,540 $ 256,300
Supplemental Disclosures of Cash Flow Information
Cash paid during period for:
TIEETESE vttt ettt ettt ettt st te st ese et e s eb et ese s eseesanseseeseneesenseseebensesenseneas $ 78,384 $ 86,607 $ 109,524
TNCOME TAXES ... .viiueieerie ettt ettt ettt e et e et e et e e eaeeeeaeeeeaaeeereeeneas 16,778 32,605 30,985

See Notes to Consolidated Financial Statements
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Business: Fulton Financial Corporation (Parent Company) is a multi-bank financial holding company which provides a full range
of banking and financial services to businesses and consumers through its six wholly owned banking subsidiaries: Fulton Bank,
N.A., Fulton Bank of New Jersey, The Columbia Bank, Lafayette Ambassador Bank, FNB Bank, N.A. and Swineford National
Bank. In addition, the Parent Company owns the following non-bank subsidiaries: Fulton Reinsurance Company, LTD, Fulton
Financial Realty Company, Central Pennsylvania Financial Corp., FFC Management, Inc., FFC Penn Square, Inc. and Fulton
Insurance Services Group, Inc. Collectively, the Parent Company and its subsidiaries are referred to as the Corporation.

The Corporation’s primary sources of revenue are interest income on loans and investment securities and fee income on its products
and services. Its expenses consist of interest expense on deposits and borrowed funds, provision for credit losses, other operating
expenses and income taxes. The Corporation’s primary competition is other financial services providers operating in its region.
Competitors also include financial services providers located outside the Corporation’s geographical market as a result of the
growth in electronic delivery systems. The Corporation is subject to the regulations of certain Federal and state agencies and
undergoes periodic examinations by such regulatory authorities.

The Corporation offers, through its banking subsidiaries, a full range of retail and commercial banking services in Pennsylvania,
Delaware, Maryland, New Jersey and Virginia. Industry diversity is the key to the economic well-being of these markets, and the
Corporation is not dependent upon any single customer or industry.

Basis of Financial Statement Presentation: The consolidated financial statements have been prepared in conformity with
accounting principles generally accepted in the United States (U.S. GAAP) and include the accounts of the Parent Company and
all wholly owned subsidiaries. All significant intercompany accounts and transactions have been eliminated. The preparation of
financial statements in accordance with U.S. GAAP requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, the disclosed amount of contingent assets and liabilities as of the date of the financial
statements and the reported amounts of revenues and expenses during the period. Actual results could differ from those estimates.
The Corporation evaluates subsequent events through the date of the filing of this report with the Securities and Exchange
Commission (SEC).

Federal Reserve Bank and Federal Home Loan Bank Stock: Certain of the Corporation's wholly owned banking subsidiaries
are members of the Federal Reserve Bank and Federal Home Loan Bank and are required by federal law to hold stock in these
institutions according to predetermined formulas. These restricted investments are carried at cost on the consolidated balance
sheets and are periodically evaluated for impairment. Each of the Corporation’s subsidiary banks is a member of the Federal Home
Loan Bank for the region encompassing the headquarters of the subsidiary bank. Memberships are maintained with the Atlanta,
New York and Pittsburgh regional Federal Home Loan Banks (collectively referred to as the FHLB).

Investments: Debt securities are classified as held to maturity at the time of purchase when the Corporation has both the intent
and ability to hold these investments until they mature. Such debt securities are carried at cost, adjusted for amortization of
premiums and accretion of discounts using the effective yield method. The Corporation does not engage in trading activities,
however, since the investment portfolio serves as a source of liquidity, all debt securities and marketable equity securities are
classified as available for sale. Securities available for sale are carried at estimated fair value with the related unrealized holding
gains and losses reported in shareholders’ equity as a component of other comprehensive income, net of tax. Realized securities
gains and losses are computed using the specific identification method and are recorded on a trade date basis.

Securities are evaluated periodically to determine whether declines in value are other-than-temporary. For its investments in equity
securities, most notably its investments in stocks of financial institutions, the Corporation evaluates the near-term prospects of the
issuers in relation to the severity and duration of the impairment. Equity securities with fair values less than cost are considered
to be other-than-temporarily impaired if the Corporation does not have the ability and intent to hold the investments for a reasonable
period of time that would be sufficient for a recovery of fair value.

Impaired debt securities are determined to be other-than-temporarily impaired if the Corporation concludes at the balance sheet
date that it has the intent to sell, or believes it will more likely than not be required to sell, an impaired debt security before a
recovery of its amortized cost basis. Credit losses on other-than-temporarily impaired debt securities are recorded through earnings,
regardless of the intent or the requirement to sell. Credit loss is measured as the difference between the present value of an impaired
debtsecurity’s expected cash flows and its amortized cost. Non-credit related other-than-temporary impairment charges are recorded
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as decreases to accumulated other comprehensive income as long as the Corporation has no intent or expected requirement to sell
the impaired debt security before a recovery of its amortized cost basis.

Fair Value Option: As permitted under FASB ASC Subtopic 825-10, the Corporation has elected to measure mortgage loans held
for sale at fair value. Derivative financial instruments related to mortgage banking activities are also recorded at fair value, as
detailed under the heading "Derivative Financial Instruments" below. The Corporation determines fair value for its mortgage loans
held for sale based on the price that secondary market investors would pay for loans with similar characteristics, including interest
rate and term, as of the date fair value is measured. Changes in fair values during the period are recorded as components of mortgage
banking income on the consolidated statements of income. Interest income earned on mortgage loans held for sale is classified
within interest income on the consolidated statements of income.

Loans and Revenue Recognition: Loan and lease financing receivables are stated at their principal amount outstanding, except
for mortgage loans held for sale, which are carried at fair value, as detailed above. Interest income on loans is accrued as earned.
Unearned income on lease financing receivables is recognized on a basis which approximates the effective yield method. Premiums
and discounts on purchased loans are amortized as adjustments to interest income using the effective yield method.

In general, a loan is placed on non-accrual status once it becomes 90 days delinquent as to principal or interest. In certain cases a
loan may be placed on non-accrual status prior to being 90 days delinquent if there is an indication that the borrower is having
difficulty making payments, or the Corporation believes it is probable that all amounts will not be collected according to the
contractual terms of the loan agreement. When interest accruals are discontinued, unpaid interest previously credited to income
is reversed. Non-accrual loans may be restored to accrual status when all delinquent principal and interest has been paid currently
for six consecutive months or the loan is considered secured and in the process of collection. The Corporation generally applies
payments received on non-accruing loans to principal until such time as the principal is paid off, after which time any payments
received are recognized as interest income. If the Corporation believes that all amounts outstanding on a non-accrual loan will
ultimately be collected, payments received subsequent to its classification as a non-accrual loan are allocated between interest
income and principal.

A loan that is 90 days delinquent may continue to accrue interest if the loan is both adequately secured and is in the process of
collection. Past due status is determined based on contractual due dates for loan payments. An adequately secured loan is one that
has collateral with a supported fair value that is sufficient to discharge the debt, and/or has an enforceable guarantee from a
financially responsible party. A loan is considered to be in the process of collection if collection is proceeding through legal action
or through other activities that are reasonably expected to result in repayment of the debt or restoration to current status in the near
future.

Loans and lease financing receivables deemed to be a loss are written off through a charge against the allowance for loan losses.
Closed-end consumer loans are generally charged off when they become 120 days past due (180 days for open-end consumer
loans) if they are not adequately secured by real estate. All other loans are evaluated for possible charge-off when it is probable
that the balance will not be collected, based on the ability of the borrower to pay and the value of the underlying collateral. Principal
recoveries of loans previously charged off are recorded as increases to the allowance for loan losses.

Loan Origination Fees and Costs: Loan origination fees and the related direct origination costs are deferred and amortized over
the life of the loan as an adjustment to interest income generally using the effective yield method. For mortgage loans sold, net
loan origination fees and costs are included in the gain or loss on sale of the related loan.

Troubled Debt Restructurings (TDRs): Loans whose terms are modified are classified as TDRs if the Corporation grants the
borrowers concessions and it is determined that those borrowers are experiencing financial difficulty. Concessions granted under
a TDR typically involve a temporary deferral of scheduled loan payments, an extension of a loan’s stated maturity date or a
reduction in the interest rate. Non-accrual TDRs can be restored to accrual status if principal and interest payments, under the
modified terms, are current for six consecutive months after modification.

Allowance for Credit Losses: The allowance for credit losses consists of the allowance for loan losses and the reserve for unfunded
lending commitments. The allowance for loan losses represents management’s estimate of incurred losses in the loan portfolio as
of the balance sheet date and is recorded as a reduction to loans. The reserve for unfunded lending commitments represents
management’s estimate of incurred losses in its unfunded loan commitments and is recorded in other liabilities on the consolidated
balance sheets. The allowance for credit losses is increased by charges to expense, through the provision for credit losses, and
decreased by charge-offs, net of recoveries. Management believes that the allowance for loan losses and the reserve for unfunded
lending commitments are adequate as of the balance sheet date; however, future changes to the allowance or reserve may be
necessary based on changes in any of the factors discussed in the following paragraphs.

Maintaining an adequate allowance for credit losses is dependent upon various factors, including the ability to identify potential
problem loans in a timely manner. For commercial loans, commercial mortgages and construction loans to commercial borrowers,
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an internal risk rating process is used. The risk rating process allows management to identify riskier credits in a timely manner
and to allocate resources to managing troubled assets. The Corporation believes that internal risk ratings are the most relevant
credit quality indicator for these types of loans. The migration of loans through the various internal risk rating categories is a
significant component of the allowance for credit loss methodology for these loans, which bases the probability of default on this
migration. Assigning risk ratings involves judgment. Risk ratings are initially assigned to loans by loan officers and are reviewed
on aregular basis by credit administration staff. The Corporation's loan review officers provide a separate assessment of risk rating
accuracy. Ratings may be changed based on the ongoing monitoring procedures performed by loan officers or credit administration
staff, or if specific loan review assessments identify a deterioration or an improvement in the loan.

The following is a summary of the Corporation's internal risk rating categories:

*  Pass: These loans do not currently pose undue credit risk and can range from the highest to average quality, depending
on the degree of potential risk.

*  Special Mention: These loans constitute an undue and unwarranted credit risk, but not to the point of justifying a
classification of substandard. Loans in this category are currently acceptable, but are nevertheless potentially weak.

*  Substandard or Lower: These loans are inadequately protected by current sound worth and paying capacity of the borrower.
There exists a well-defined weakness or weaknesses that jeopardize the normal repayment of the debt.

The Corporation does not assign internal risk ratings for smaller balance, homogeneous loans, such as: home equity, residential
mortgage, consumer, lease receivables and construction loans to individuals secured by residential real estate. For these loans, the
mostrelevant credit quality indicator is delinquency status. The migration of loans through the various delinquency status categories
is a significant component of the allowance for credit loss methodology for these loans, which bases the probability of default on
this migration.

The Corporation’s allowance for loan losses includes: 1) specific allowances allocated to loans evaluated for impairment under
the Financial Accounting Standards Board's Accounting Standards Codification (FASB ASC) Section 310-10-35; and 2) allowances
calculated for pools of loans measured for impairment under FASB ASC Subtopic 450-20.

A loan is considered to be impaired if it is probable that all amounts will not be collected according to the contractual terms of the
loan agreement. Impaired loans consist of all loans on non-accrual status and accruing TDRs. An allowance for loan losses is
established for an impaired loan if its carrying value exceeds its estimated fair value. Impaired loans to borrowers with total
outstanding commitments greater than or equal to $1.0 million are evaluated individually for impairment. Impaired loans to
borrowers with total outstanding commitments less than $1.0 million are pooled and measured for impairment collectively.

All loans evaluated for impairment under FASB ASC Section 310-10-35 are measured for losses on a quarterly basis. As of
December 31, 2014 and 2013, substantially all of the Corporation’s impaired loans to borrowers with total outstanding loan
balances greater than or equal to $1.0 million were measured based on the estimated fair value of each loan’s collateral. Collateral
could be in the form of real estate, in the case of impaired commercial mortgages and construction loans, or business assets, such
as accounts receivable or inventory, in the case of commercial and industrial loans. Commercial and industrial loans may also be
secured by real property.

For loans secured by real estate, estimated fair values are determined primarily through appraisals performed by state certified
third-party appraisers, discounted to arrive at expected sale prices. For collateral dependent loans, estimated real estate fair values
are also net of estimated selling costs. When a real estate secured loan becomes impaired, a decision is made regarding whether
an updated appraisal of the real estate is necessary. This decision is based on various considerations, including: the age of the most
recent appraisal; the loan-to-value ratio based on the original appraisal; the condition of the property; the Corporation’s experience
and knowledge of the real estate market; the purpose of the loan; market factors; payment status; the strength of any guarantors;
and the existence and age of other indications of value such as broker price opinions, among others. The Corporation generally
obtains updated state certified third-party appraisals for impaired loans secured predominately by real estate every 12 months.

As of December 31, 2014 and 2013, approximately 81% and 79%, respectively, of impaired loans with principal balances greater
than or equal to $1.0 million, whose primary collateral is real estate, were measured at estimated fair value using state certified
third-party appraisals that had been updated within the preceding 12 months.

When updated appraisals are not obtained for loans evaluated for impairment under FASB ASC Section 310-10-35 that are secured
by real estate, fair values are estimated based on the original appraisal values, as long as the original appraisal indicated a strong
loan-to-value position and, in the opinion of the Corporation's internal credit administration staff, there has not been a significant
deterioration in the collateral value since the original appraisal was performed. Original appraisals are typically used only when
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the estimated collateral value, as adjusted appropriately for the age of the appraisal, results in a current loan-to-value ratio that is
lower than the Corporation's loan-to-value requirements for new loans, generally less than 70%.

For impaired loans with principal balances greater than or equal to $1.0 million secured by non-real estate collateral, such as
accounts receivable or inventory, estimated fair values are determined based on borrower financial statements, inventory listings,
accounts receivable agings or borrowing base certificates. Indications of value from these sources are generally discounted based
on the age of the financial information or the quality of the assets. Liquidation or collection discounts are applied to these assets
based upon existing loan evaluation policies.

All loans not evaluated for impairment under FASB ASC Section 310-10-35 are evaluated for impairment under FASB ASC
Subtopic 450-20, using a pooled loss evaluation approach. In general, these loans include residential mortgages, home equity
loans, consumer loans, and lease receivables. Accruing commercial loans, commercial mortgages and construction loans are also
evaluated for impairment under FASB ASC Subtopic 450-20.

The Corporation segments its loan portfolio by general loan type, or "portfolio segments," as presented in the table under the
heading, "Loans, net of unearned income," within Note D, "Loans and Allowance for Credit Losses." Certain portfolio segments
are further disaggregated and evaluated collectively for impairment based on "class segments," which are largely based on the
type of collateral underlying each loan. For commercial loans, class segments include loans secured by collateral and unsecured
loans. Construction loan class segments include loans secured by commercial real estate, loans to commercial borrowers secured
by residential real estate and loans to individuals secured by residential real estate. Consumer loan class segments are based on
collateral types and include direct consumer installment loans and indirect automobile loans.

The Corporation calculates allowance allocation needs for loans measured under FASB ASC Subtopic 450-20 through the following
procedures:

*  Theloans are segmented into pools with similar characteristics, as noted above. Commercial loans, commercial mortgages
and construction loans to commercial borrowers are further segmented into separate pools based on internally assigned
risk ratings. Residential mortgages, home equity loans, consumer loans, and lease receivables are further segmented into
separate pools based on delinquency status.

*  Alossrate is calculated for each pool through a migration analysis of historical losses as loans migrate through the various
risk rating or delinquency categories. Estimated loss rates are based on a probability of default and a loss given default.

*  The loss rate is adjusted to consider qualitative factors, such as economic conditions and trends.

*  The resulting adjusted loss rate is applied to the balance of the loans in the pool to arrive at the allowance allocation for
the pool.

The allocation of the allowance for credit losses is reviewed to evaluate its appropriateness in relation to the overall risk profile
of'the loan portfolio. The Corporation considers risk factors such as: local and national economic conditions; trends in delinquencies
and non-accrual loans; the diversity of borrower industry types; and the composition of the portfolio by loan type. An unallocated
allowance is maintained for factors and conditions that exist at the balance sheet date, but are not specifically identifiable, and to
recognize the inherent imprecision in estimating and measuring loss exposure.

Premises and Equipment: Premises and equipment are stated at cost, less accumulated depreciation and amortization. The
provision for depreciation and amortization is generally computed using the straight-line method over the estimated useful lives
of the related assets, which are a maximum of 50 years for buildings and improvements, 8 years for furniture and 5 years for
equipment. Leasehold improvements are amortized over the shorter of the useful life or the non-cancelable lease term. Interest
costs incurred during the construction of major bank premises are capitalized.

Other Real Estate Owned: Assets acquired in settlement of mortgage loan indebtedness are recorded as other real estate owned
(OREO) and are included in other assets on the consolidated balance sheets, initially at the lower of the estimated fair value of
the asset less estimated selling costs or the carrying amount of the loan. Costs to maintain the assets and subsequent gains and
losses on sales are included in OREO and repossession expense on the consolidated statements of income.

Mortgage Servicing Rights: The estimated fair value of mortgage servicing rights (MSRs) related to residential mortgage loans
sold and serviced by the Corporation is recorded as an asset upon the sale of such loans. MSRs are amortized as a reduction to
servicing income over the estimated lives of the underlying loans.

MSRs are stratified and evaluated for impairment by comparing each stratum's carrying amount to its estimated fair value. Fair
values are determined through a discounted cash flows valuation completed by a third-party valuation expert. Significant inputs
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to the valuation include expected net servicing income, the discount rate and the expected lives of the underlying loans. Expected
life is based on the contractual terms of the loans, as adjusted for prepayment projections. To the extent the amortized cost of the
MSRs exceeds their estimated fair value, a valuation allowance is established through a charge against servicing income, included
as a component of mortgage banking income on the consolidated statements of income. If subsequent valuations indicate that
impairment no longer exists, the valuation allowance is reduced through an increase to servicing income.

Derivative Financial Instruments: The Corporation manages its exposure to certain interest rate and foreign currency risks
through the use of derivatives. None of the Corporation's outstanding derivative contracts are designated as hedges and none are
entered into for speculative purposes. Derivative instruments are carried at fair value, with changes in fair values recognized in
earnings as components of non-interest income or non-interest expense on the consolidated statements of income.

Derivative contracts create counterparty credit risk with both the Corporation's customers and with institutional derivative
counterparties. The Corporation manages counterparty credit risk through its credit approval processes, monitoring procedures
and obtaining adequate collateral, when the Corporation determines it is appropriate to do so and in accordance with counterparty
contracts.

Mortgage Banking Derivatives

In connection with its mortgage banking activities, the Corporation enters into commitments to originate certain fixed-rate
residential mortgage loans for customers, also referred to as interest rate locks. In addition, the Corporation enters into forward
commitments for the future sales or purchases of mortgage-backed securities to or from third-party counterparties to hedge the
effect of changes in interest rates on the values of both the interest rate locks and mortgage loans held for sale. Forward sales
commitments may also be in the form of commitments to sell individual mortgage loans at a fixed price at a future date. The
amount necessary to settle each interest rate lock is based on the price that secondary market investors would pay for loans with
similar characteristics, including interest rate and term, as of the date fair value is measured. Gross derivative assets and liabilities
are recorded within other assets and other liabilities, respectively, on the consolidated balance sheets, with changes in fair values
during the period recorded within mortgage banking income on the consolidated statements of income.

Interest Rate Swaps

The Corporation enters into interest rate swaps with certain qualifying commercial loan customers to meet their interest rate risk
management needs. The Corporation simultaneously enters into interest rate swaps with dealer counterparties, with identical
notional amounts and terms. The net result of these interest rate swaps is that the customer pays a fixed rate of interest and the
Corporation receives a floating rate. These interest rate swaps are derivative financial instruments that are recorded at their fair
value within other assets and liabilities on the consolidated balance sheets. Changes in fair value during the period are recorded
within other non-interest expense on the consolidated statements of income.

Foreign Exchange Contracts

The Corporation enters into foreign exchange contracts to accommodate the needs of its customers. Foreign exchange contracts
are commitments to buy or sell foreign currency on a future date at a contractual price. The Corporation offsets its foreign exchange
contract exposure with customers by entering into contracts with third-party correspondent financial institutions to mitigate its
exposure to fluctuations in foreign currency exchange rates. The Corporation also holds certain amounts of foreign currency with
international correspondent banks. The Corporation's policy limits the total net foreign currency open positions, which includes
all outstanding contracts and foreign account balances, to $500,000. Gross derivative assets and liabilities are recorded within
other assets and other liabilities, respectively, on the consolidated balance sheets, with changes in fair values during the period
recorded within other service charges and fees on the consolidated statements of income.

Balance Sheet Offsetting: Although certain financial assets and liabilities may be eligible for offset on the consolidated balance
sheets as they are subject to master netting arrangements or similar agreements, the Corporation elects to not offset such qualifying
assets and liabilities.

The Corporation is a party to interest rate swap transactions with financial institution counterparties and customers. Under these
agreements, the Corporation has the right to net settle multiple contracts with the same counterparty in the event of default on, or
termination of, any one contract. Cash collateral is posted by the party with a net liability position in accordance with contract
thresholds and can be used to settle the fair value of the interest rate swap agreements in the event of default.

The Corporation also enters into agreements with customers in which it sells securities subject to an obligation to repurchase the
same or similar securities, referred to as repurchase agreements. Under these agreements, the Corporation may transfer legal
control over the assets but still maintain effective control through agreements that both entitle and obligate the Corporation to
repurchase the assets. Therefore, repurchase agreements are reported as secured borrowings, classified within short-term
borrowings on the consolidated balance sheets, while the securities underlying the repurchase agreements remain classified with
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investment securities on the consolidated balance sheets. The Corporation has no intention of setting off these amounts, therefore,
these repurchase agreements are not eligible for offset.

Income Taxes: The provision for income taxes is based upon income before income taxes, adjusted primarily for the effect of
tax-exempt income, non-deductible expenses and credits received from investments in partnerships that generate such credits
under various federal programs (Tax Credit Investments). Certain items of income and expense are reported in different periods
for financial reporting and tax return purposes resulting in temporary net income differences between financial reporting and tax
returns. The tax effects of these temporary differences are recognized currently in the deferred income tax provision or benefit.
Deferred tax assets or liabilities are computed based on the difference between the financial statement and income tax bases of
assets and liabilities using the applicable enacted marginal tax rate. The deferred income tax provision or benefit is based on the
changes in the deferred tax asset or liability from period to period.

The Corporation accounts for uncertain tax positions by applying arecognition threshold and measurement attribute for tax positions
taken or expected to be taken on a tax return. Recognition and measurement of tax positions is based on management’s evaluations
of relevant tax code and appropriate industry information about audit proceedings for comparable positions at other organizations.
Virtually all of the Corporation’s unrecognized tax benefits relate to positions that are taken on an annual basis on state tax returns.
Increases to unrecognized tax benefits will occur as a result of accruing for the nonrecognition of the position for the current year.
Decreases will occur as a result of the lapsing of the statute of limitations or through settlements of positions with the tax authorities.

Stock-Based Compensation: The Corporation grants equity awards to employees, consisting of stock options, restricted stock,
restricted stock units (RSUs) and performance based restricted stock units (PSUs) under its Amended and Restated Equity and
Cash Incentive Compensation Plan (Employee Equity Plan). In addition, employees may purchase stock under the Corporation’s
Employee Stock Purchase Plan (ESPP).

The Corporation also grants stock equity awards to non-employee members of its board of directors under the 2011 Directors’
Equity Participation Plan (Directors’ Plan). Under the Directors’ Plan, the Corporation can grant equity awards to non-employee
holding company and subsidiary bank directors in the form of stock options, restricted stock or common stock.

Stock option fair values are estimated through the use of the Black-Scholes valuation methodology as of the date of grant. Stock
options carry terms of up to ten years. Restricted stock, RSUs and a majority of PSUs are based on the trading price of the
Corporation's stock on the date of grant and earn dividends during the vesting period, which are forfeitable if the awards do not
vest. The fair value of certain PSUs are estimated through the use of the Monte Carlo valuation methodology as of the date of
grant.

Equity awards issued under the Employee Equity Plan are generally granted annually and become fully vested over or after a
three-year vesting period. The vesting period for non-performance based awards represents the period during which employees
are required to provide service in exchange for such awards. Equity awards under the Directors' Plan generally vest immediately
upon grant. Certain events, as defined in the Employee Equity Plan and the Directors' Plan, result in the acceleration of the vesting
of equity awards.

The fair value of stock options, restricted stock and RSUs granted to employees is recognized as compensation expense over the
vesting period for such awards. Compensation expense for PSUs is also recognized over the vesting period, however, compensation
expense for PSUs may vary based on the expectations for actual performance relative to defined performance measures.

Net Income Per Share: Basic net income per common share is calculated as net income divided by the weighted average number
of shares outstanding.

Diluted net income per share is calculated as net income divided by the weighted average number of shares outstanding plus the
incremental number of shares added as a result of converting common stock equivalents, calculated using the treasury stock
method. The Corporation’s common stock equivalents consist of outstanding stock options, restricted stock, RSUs and PSUs.
PSUs are required to be included in weighted average shares outstanding if performance measures, as defined in each PSU award
agreement, are met as of the end of the period.
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A reconciliation of weighted average common shares outstanding used to calculate basic and diluted net income per share follows:

2014 2013 2012
(in thousands)
Weighted average common shares outstanding (basic) .........ccceoveveevieriieiieeienennns 186,219 193,334 199,067
Impact of common stock equivalents............cceceeveriecienieneeneenie e 962 1,020 972
Weighted average common shares outstanding (diluted) 187,181 194,354 200,039

In 2014, 2013 and 2012, 2.8 million, 3.6 million and 5.2 million stock options, respectively, were excluded from the diluted
earnings per share computation as their effect would have been anti-dilutive.

Disclosures about Segments of an Enterprise and Related Information: The Corporation does not have any operating segments
which require disclosure of additional information. While the Corporation owns six separate banks, each engages in similar
activities, provides similar products and services, and operates in the same general geographical area. The Corporation’s non-
banking activities are immaterial and, therefore, separate information has not been disclosed.

Financial Guarantees: Financial guarantees, which consist primarily of standby and commercial letters of credit, are accounted
for by recognizing a liability equal to the fair value of the guarantees and crediting the liability to income over the term of the
guarantee. Fair value is estimated based on the fees currently charged to enter into similar agreements with similar terms.

Business Combinations and Intangible Assets: The Corporation accounts for its acquisitions using the purchase accounting
method. Purchase accounting requires that all assets acquired and liabilities assumed, including certain intangible assets that must
be recognized, be recorded at their estimated fair values as of the acquisition date. Any purchase price exceeding the fair value of
net assets acquired is recorded as goodwill.

Goodwill is not amortized to expense, but is tested for impairment at least annually. A quantitative annual impairment test is not
required if, based on a qualitative analysis, the Corporation determines that the existence of events and circumstances indicate
that it is more likely than not that goodwill is not impaired. Write-downs of the balance, if necessary as a result of the impairment
test, are charged to expense in the period in which goodwill is determined to be impaired. The Corporation performs its annual
test of goodwill impairment as of October 31st of each year. If certain events occur which indicate goodwill might be impaired
between annual tests, goodwill must be tested when such events occur. Based on the results of its annual impairment test, the
Corporation concluded that there was no impairment in 2014, 2013 or 2012. See Note F, "Goodwill and Intangible Assets," for
additional details.

Intangible assets are amortized over their estimated lives. Some intangible assets have indefinite lives and are, therefore, not
amortized. All intangible assets must be evaluated for impairment if certain events occur. Any impairment write-downs are
recognized as expense on the consolidated statements of income.

Variable Interest Entities: FASB ASC Topic 810 provides guidance on when to consolidate certain Variable Interest Entities
(VIE’s) in the financial statements of the Corporation. VIE’s are entities in which equity investors do not have a controlling financial
interest or do not have sufficient equity at risk for the entity to finance activities without additional financial support from other
parties. VIEs are assessed for consolidation under ASC Topic 810 when the Corporation holds variable interests in these entities.
The Corporation consolidates VIEs when it is deemed to be the primary beneficiary. The primary beneficiary of a VIE is determined
to be the party that has the power to make decisions that most significantly affect the economic performance of the VIE and has
the obligation to absorb losses or the right to receive benefits that in either case could potentially be significant to the VIE.

The Parent Company owns all of the common stock of four subsidiary trusts, which have issued securities (Trust Preferred
Securities) in conjunction with the Parent Company issuing junior subordinated deferrable interest debentures to the trusts. The
terms of the junior subordinated deferrable interest debentures are the same as the terms of the Trust Preferred Securities. The
Parent Company’s obligations under the debentures constitute a full and unconditional guarantee by the Parent Company of the
obligations of the trusts. The provisions of FASB ASC Topic 810 related to subsidiary trusts, as interpreted by the SEC, disallow
consolidation of subsidiary trusts in the financial statements of the Corporation. As a result, Trust Preferred Securities are not
included on the Corporation’s consolidated balance sheets. The junior subordinated debentures issued by the Parent Company to
the subsidiary trusts, which have the same total balance and rate as the combined equity securities and Trust Preferred Securities
issued by the subsidiary trusts, remain in long-term debt. See Note I, "Short-Term Borrowings and Long-Term Debt," for additional
information.

The Corporation has made certain Tax Credit Investments under various Federal programs that promote investment in low and
moderate income housing and local economic development. Tax Credit Investments are amortized under the effective yield method
over the life of the Federal income tax credits generated as a result of such investments, generally seven to ten years. As of
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December 31, 2014 and 2013, the Corporation’s Tax Credit Investments, included in other assets on the consolidated balance
sheets, totaled $155.6 million and $129.2 million, respectively. The net income tax benefit associated with these investments,
which consists of the amortization of the investments, net of tax benefits, and the income tax credits earned on the investments,
and is recorded in income taxes on the consolidated income statements, was $10.4 million, $10.3 million and $9.6 million in 2014,
2013 and 2012, respectively. None of the Corporation’s Tax Credit Investments were consolidated based on FASB ASC Topic 810
as of December 31, 2014 or 2013.

Fair Value Measurements: FASB ASC Topic 820 establishes a fair value hierarchy for the inputs to valuation techniques used
to measure assets and liabilities at fair value using the following three categories (from highest to lowest priority):

* Level 1 — Inputs that represent quoted prices for identical instruments in active markets.

* Level 2 — Inputs that represent quoted prices for similar instruments in active markets, or quoted prices for identical
instruments in non-active markets. Also includes valuation techniques whose inputs are derived principally from
observable market data other than quoted prices, such as interest rates or other market-corroborated means.

*  Level 3 — Inputs that are largely unobservable, as little or no market data exists for the instrument being valued.

The Corporation has categorized all assets and liabilities required to be measured at fair value on both a recurring and nonrecurring
basis into the above three levels. See Note R, "Fair Value Measurements," for additional details.

New Accounting Standards: In April 2014, the FASB issued ASC Update 2014-08, "Reporting Discontinued Operations and
Disclosures of Disposals of Components of an Entity." ASC Update 2014-08 changes the criteria for reporting discontinued
operations, including a change in the definition of what constitutes the disposal of a component and additional disclosure
requirements. For public business entities, ASC Update 2014-08 is effective for disposals that occur within annual periods beginning
after December 15, 2014. For the Corporation, this standards update is effective with its March 31, 2015 quarterly report on Form
10-Q. The adoption of ASC Update 2014-08 is not expected to have a material impact on the Corporation's consolidated financial
statements.

In May 2014, the FASB issued ASC Update 2014-09, "Revenue from Contracts with Customers." This standards update establishes
a single comprehensive model for entities to use in accounting for revenue arising from contracts with customers and supersedes
most current revenue recognition guidance, including industry-specific guidance. The core principle prescribed by this standards
update is that an entity recognizes revenue to depict the transfer of promised goods or services to customers in an amount that
reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. The standard applies
to all contracts with customers, except those that are within the scope of other topics in the FASB ASC. The standard also requires
significantly expanded disclosures about revenue recognition. For public business entities, ASC Update 2014-09 is effective for
interim and annual reporting periods beginning after December 15, 2016. Early application is not permitted. For the Corporation,
this standards update is effective with its March 31, 2017 quarterly report on Form 10-Q. The Corporation is currently evaluating
the impact of the adoption of ASC Update 2014-09 on its consolidated financial statements.

In June 2014, the FASB issued ASC Update 2014-11, "Repurchase-to-Maturity Transactions, Repurchase Financings, and
Disclosures." In addition to new disclosure requirements, ASC Update 2014-11 requires that all repurchase-to-maturity transactions
be accounted for as secured borrowings rather than as sales of financial assets. Also, all transfers of financial assets executed
contemporaneously with a repurchase agreement with the same counterparty must be accounted for separately, the result of which
would be the treatment of such transactions as secured borrowings. For public business entities, ASC Update 2014-11 is effective
for interim and annual reporting periods beginning after December 15, 2014. For the Corporation, this standards update is effective
with its March 31, 2015 quarterly report on Form 10-Q. The adoption of ASC Update 2014-11 is not expected to have a material
impact on the Corporation’s consolidated financial statements.

In June 2014, the FASB issued ASC Update 2014-12, "Accounting for Share-Based Payments When the Terms of an Award Provide
That a Performance Target Could Be Achieved after the Requisite Service Period." ASC Update 2014-12 clarifies guidance related
to accounting for share-based payment awards with terms that allow an employee to vest in the award regardless of whether the
employee is rendering service on the date a performance target is achieved. ASC Update 2014-12 requires that a performance
target that affects vesting, and that could be achieved after the requisite service period, be treated as a performance condition. As
such, the performance target should not be reflected in estimating the grant-date fair value of the award. For public business entities,
ASC Update 2014-12 is effective for interim and annual reporting periods beginning after December 15, 2014, with earlier adoption
permitted. For the Corporation, this standards update is effective with its March 31, 2015 quarterly report on Form 10-Q. The
adoption of ASC Update 2014-12 is not expected to have a material impact on the Corporation’s consolidated financial statements.
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In August 2014, the FASB issued ASC Update 2014-14, "Receivables - Troubled Debt Restructuring by Creditors." ASC Update
2014-14 clarifies TDR guidance related to the classification and measurement of certain government-sponsored loan guarantee
programs upon foreclosure. For public business entities, ASC Update 2014-14 is for effective interim and annual reporting periods
beginning after December 15, 2014, with earlier adoption permitted. For the Corporation, this standards update is effective with
its March 31, 2015 quarterly report on Form 10-Q. The adoption of ASC Update 2014-14 is not expected to have a material impact
on the Corporation’s consolidated financial statements.

In August 2014, the FASB issued ASC Update 2014-15, "Presentation of Financial Statements - Going Concern." ASC Update
2014-15 provides guidance regarding management's responsibility to evaluate whether there is substantial doubt about an entity's
ability to continue as a going concern and to provide related disclosures. The standards update describes how an entity's management
should assess whether there are conditions and events, considered in the aggregate, that raise substantial doubt about an entity's
ability to continue as a going concern within one year after the date that the financial statements are issued. For public business
entities, ASC Update 2014-15 is effective for annual reporting periods ending after December 15, 2016, with earlier adoption
permitted. For the Corporation, this standards update is effective with its December 31, 2016 annual report on Form 10-K. The
adoption of ASC Update 2014-15 is not expected to have a material impact on the Corporation’s consolidated financial statements.

In November 2014, the FASB issued ASC Update 2014-16, "Derivatives and Hedging: Determining Whether the Host Contract
in a Hybrid Financial Instrument Issued in the Form of a Share is More Akin to Debt or to Equity." ASC Update 2014-16 was
issued to reduce existing diversity in the accounting for hybrid financial instruments issued in the form of a share, such as
redeemable convertible preferred stock. ASC Update 2014-16 applies to all entities that are issuers of, or investors in, hybrid
financial instruments that are issued in the form of a share, and is effective for public business entities” annual reporting periods
beginning after December 15, 2015, with earlier adoption permitted. For the Corporation, this standards update is effective with
its March 31, 2016 annual report on Form 10-Q. The adoption of ASC Update 2014-16 is not expected to have a material impact
on the Corporation’s consolidated financial statements.

InNovember2014, the FASB issued ASC Update 2014-17, "Business Combinations: Pushdown Accounting." ASC Update 2014-17
was issued to provide guidance on whether and at what threshold an acquired entity can apply pushdown accounting in its separate
financial statements. ASC Update 2014-17 applies to the separate financial statements of an acquired entity upon the occurrence
of an event in which an acquirer obtains control of the acquired entity. This update was effective upon issuance and did not have
an impact on the Corporation's consolidated financial statements.

In January 2015, the FASB issued ASC Update 2015-01, "Income Statement - Extraordinary and Unusual Items." ASC Update
2015-01 was issued to eliminate the concept of extraordinary items from U.S. GAAP. net of tax, after income from continuing
operations. ASC Update 2015-01 amends existing extraordinary items disclosure guidance. Under the amended guidance, reporting
entities will no longer separately disclose extraordinary items net of tax, after income from continuing operations in the income
statement. ASC Update 2015-01 is effective for annual reporting periods beginning after December 15, 2015, with earlier adoption
permitted provided that the guidance is applied from the beginning of the fiscal year of adoption. The Corporation intends to adopt
this standards update effective with its March 31, 2016 quarterly report on Form 10-Q and does not expect the adoption of ASC
Update 2015-01 to have a material impact on its consolidated financial statements.

Reclassifications: Certain amounts in the 2013 and 2012 consolidated financial statements and notes have been reclassified to
conform to the 2014 presentation.

NOTE B - RESTRICTIONS ON CASH AND DUE FROM BANKS

The Corporation’s subsidiary banks are required to maintain reserves, in the form of cash and balances with the Federal Reserve
Bank, against their deposit liabilities. The amounts of such reserves as of December 31, 2014 and 2013 were $97.0 million and
$93.1 million, respectively.
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NOTE C - INVESTMENT SECURITIES

The following tables present the amortized cost and estimated fair values of investment securities, which were all classified as
available for sale, as of December 31:

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
(in thousands)

2014
EQUItY SECUTTHIES ...vovvevievieeieiieiietieie ettt ere e eve e $ 33,469 $ 14,167 $ 13) $ 47,623
U.S. GOVEIrnMENt SECUITEIES ...veevuvierrerreerireereeireesieesaeenaeesseenaneas 200 — — 200
U.S. Government sponsored agency SeCUrities ..........c..coceveruenne. 209 5 — 214
State and municipal SECUTILIES .......cveeverrierieeiereeierieeeerieeeeneeenes 238,250 7,231 (266) 245,215
Corporate debt SECUITLIES ....ecuviervreeeeeriieeieeree st eree e enee e e 99,016 5,126 (6,108) 98,034
Collateralized mortgage obligations.........c.cccceveevererencrencnennns 917,395 5,705 (20,787) 902,313
Mortgage-backed SECUTIHIES......cuvervieierrieieiieierie et 914,797 16,978 (2,944) 928,831
AUCHION TALE SECUTILIES .....vvveeieeiieeeiiieeeeieeeeeeeeeieeeeeeeeeeeeeeeeseeeeenes 108,751 — (7,810) 100,941

$ 2,312,087 $ 49,212 § (37,928) $ 2,323,371
2013
EQUILY SECUTIIES ...e.vvvieieierereeieieieteeieeee ettt ene e seaeas $ 33,922 $ 12,355 $ (76) $ 46,201
U.S. GOVernment SCCUIIICS ........eeverreerreeeierreerereeeeeseeeaesseeeennens 525 — — 525
U.S. Government sponsored agency SeCUrities ............coceruereensen 720 7 (1) 726
State and municipal SECUTIHIeS .......c.eervereieiiirieeeieeeee e 281,810 6,483 (3,444) 284,849
Corporate debt SECUTITIES .....everviereeeiereeriereeeierieeeeneerenieeeenaeens 100,468 5,685 (7,404) 98,749
Collateralized mortgage obligations.............ccevveeeverueeceesreeeenneans 1,069,138 8,036 (44,776) 1,032,398
Mortgage-backed SECUIILIES ... .cc.eeveeuieriieiieniieierieie e 949,328 13,881 (17,497) 945,712
AUCHON TAte SECUTILIES .....vveeeeeveeeeireeeeeeee e eereeeeeeee e e eearee e 172,299 234 (13,259) 159,274

$ 2,608,210 $ 46,681 $  (86,457) $§ 2,568,434

Securities carried at $1.7 billion as of December 31, 2014 and 2013 were pledged as collateral to secure public and trust deposits
and customer repurchase agreements.

Equity securities include common stocks of financial institutions (estimated fair value of $41.8 million at December 31, 2014 and
$40.6 million at December 31, 2013) and other equity investments (estimated fair value of $5.8 million at December 31,2014 and
$5.6 million at December 31, 2013).

As of December 31, 2014, the financial institutions stock portfolio had a cost basis of $27.7 million and an estimated fair value
of $41.8 million, including an investment in a single financial institution with a cost basis of $20.0 million and an estimated fair
value of $30.4 million. This investment accounted for 72.7% of the estimated fair value of the Corporation's investments in the
common stocks of publicly traded financial institutions. No other investment in the financial institutions stock portfolio exceeded
5% of the portfolio's estimated fair value.
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The amortized cost and estimated fair values of debt securities as of December 31, 2014, by contractual maturity, are shown in
the following table. Actual maturities may differ from contractual maturities because borrowers may have the right to call or prepay
obligations with or without call or prepayment penalties.

Amortized Estimated
Cost Fair Value

(in thousands)

DUE i1 ONE YEAT O LESS.......viviiicreeiiietetceetet ettt ettt setes et et sess s et esese s et esessssasesesssnssesesessssanesas $ 16,698 $ 16,851
Due from 0ne Year t0 fIVE YEAIS .....c.ccieiieieiiirierie ettt ettt ettt ste et b e saeseeseessessnesseennas 76,704 80,142
Due from Ve YEars t0 tBIN YEAIS ......c.eeutruirtirtirtirterierteieietetetteteeuteteeteatestestessestensenseneeneeneeneeneeneanes 170,783 175,687
LN N (S g £ 4 BT TSP 182,241 171,924

446,426 444,604
Collateralized mortgage ObIIZAtIONS .........cccviivieriiiieitieieteeeerte ettt et teeae e esesreeaeseaeseeseens 917,395 902,313
MOrtZage-baCKEd SECUTTTIES .....veueeuiereruirtietintertinteteteteetet et euteteeuesueetesbesaesesnensentensenteneeneenesuesnenes 914,797 928,831

$ 2,278,618 § 2,275,748

The following table presents information related to gross gains and losses on the sales of equity and debt securities, and losses
recognized for other-than-temporary impairment of investments:

Other-
than-
Gross Gross temporary
Realized Realized Impairment Net
Gains Losses Losses Gains
(in thousands)
2014:
EQUILY SECUTTHIES ....eovervirieriiriinienienieteteteteteeeieeie e $ 335 § — 8 az) s 323
DEDt SECUTIEIES ...uvvieeveereeiereecreeeereeeteeeeeeeteeeeeeereeeereeeseeeaeeeseeeneeas 2,058 (322) (18) 1,718
TOtAL . e $ 2,393 $ (322) $ 30) $ 2,041
2013:
EQUItY SECUTTEIES ...vvvieveviietiieeccteeceteeeetee e $ 4,391 $ 28) $ 27) $ 4,336
DEDE SECUTTEIES ..evvveeereeiieirieniieereerieeeieesteesaeesseessreesseessneesaenseeas 3,787 (22) (97) 3,668
TOtAL .ottt $ 8,178 § (50) $ (124) § 8,004
2012:
EQUItY SECUTTTIES ...vvvvvieieireveeieieieietceeeieteiee e $ 2,620 $ — § (356) $ 2,264
DDt SECUTILICS ...vevveureeeeiierieeieetieieeieenteeneeteeneenseeneesseennesneensesnees 1,215 — (453) 762
TOtal .. $ 3,835 8§ — § (809) $ 3,026

The following table presents a summary of other-than-temporary impairment charges recorded as decreases to investment securities
gains on the consolidated statements of income, by investment security type:

2014 2013 2012
(in thousands)
Equity securities - financial inStitution StOCKS .........c.ccvevvevieieiiierieriiieiecieieiennes $ 12§ 27 $ 356
Pooled trust preferred SECUITtIES........evvertirierieiese e 18 97 19
AUCLION TALE SECUTTEICS ... euveuvearetertetetentententeuteteueenteteeuesteebessesuestessessensensensensennenes — — 434
Total debt SECUITHES .....evevenieieieieieieteeee et 18 97 453
Total other-than-temporary impairment charges..............ccocerereerienueneens $ 30 § 124 $ 809

Other-than-temporary impairment charges related to investments in common stocks of financial institutions were due to the severity
and duration of the declines in fair values of certain financial institution stocks, in conjunction with management’s assessment of
the near-term prospects of each specific financial institution. The credit related other-than-temporary impairment charges for debt
securities were determined based on expected cash flows models.

84



The following table presents a summary of the cumulative credit related other-than-temporary impairment charges, recognized as
components of earnings, for debt securities held by the Corporation at December 31:

2014 2013 2012
(in thousands)

Balance of cumulative credit losses on debt securities, beginning of year...........c........... $ (20,691) $ (23,079) $ (22,781)
Additions for credit losses recorded which were not previously recognized as

COMPONENLS OF CAITHIIES .....veueeiiiieiieiietiet ettt ettt eat et ebeebe b b ebe st neens (18) 97) (453)
Reductions for securities sold during the period............cccoveeveireineiinenieereeneeseeene 4,460 2,468 =
Reductions for increases in cash flows expected to be collected that are recognized

over the remaining life of the SECUTILY .........ccoveirieiriiiniiccc e 7 17 155
Balance of cumulative credit losses on debt securities, end of year ..........c..ccceeveeveneenennee $ (16,242) $ (20,691) $ (23,079)

The following table presents the gross unrealized losses and estimated fair values of investments, aggregated by investment category
and length of time that individual securities have been in a continuous unrealized loss position, as of December 31, 2014:

Less Than 12 months 12 Months or Longer Total
Estimated Unrealized Estimated Unrealized Estimated Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses

(in thousands)

State and municipal securities .. 3,282 4 19,640 (262) 22,922 (266)
Corporate debt securities........... 4,952 17) 36,849 (6,091) 41,801 (6,108)

Collateralized mortgage
0bligations........ccevvrvereeueruenens 46,121 (179) 592,119 (20,608) 638,240 (20,787)
Mortgage-backed securities...... 36,791 (40) 235,368 (2,904) 272,159 (2,944)
Auction rate securities.............. — — 100,941 (7,810) 100,941 (7,810)
Total debt securities........... 91,146 (240) 984,917 (37,675) 1,076,063 (37,915)
Equity securities ............c.cuee.. 5 (1) 77 (12) 82 (13)
$ 91,151 $ (241) § 984994 $  (37,687) $ 1,076,145 §  (37,928)

The Corporation’s collateralized mortgage obligations and mortgage-backed securities have contractual terms that generally do
not permit the issuer to settle the securities at a price less than the amortized cost of the investment. Because the decline in market
value of these securities is attributable to changes in interest rates and not credit quality, and because the Corporation does not
have the intent to sell and does not believe it will more likely than not be required to sell any of these securities prior to a recovery
of their fair value to amortized cost, the Corporation did not consider these investments to be other-than-temporarily impaired as
of December 31, 2014.

The unrealized holding losses on student loan auction rate certificates (ARCs) are attributable to liquidity issues resulting from
the failure of periodic auctions. The Corporation had previously purchased ARCs for investment management and trust customers
as short-term investments with fair values that could be derived based on periodic auctions under normal market conditions. During
2008 and 2009, the Corporation purchased ARCs from these customers due to the failure of these periodic auctions, which made
these previously short-term investments illiquid.

As of December 31, 2014, all of the ARCs were rated above investment grade, with approximately $5.4 million, or 5%, "AAA"
rated and $95.5 million, or 95%, "AA" rated. All of the loans underlying the ARCs have principal payments which are guaranteed
by the federal government.

During 2014, ARCs with a total book value of $51.2 million were redeemed at par and ARCs with a total book value of $11.9
million were sold with no gain or loss upon sale. As of December 31, 2014, all ARCs were current and making scheduled interest
payments. Based on management’s evaluations, ARCs with a fair value of $100.9 million were not subject to any other-than-
temporary impairment charges as of December 31, 2014. The Corporation does not have the intent to sell and does not believe it
will more likely than not be required to sell these securities prior to a recovery of their fair value to amortized cost, which may be
at maturity.

For its investments in equity securities, particularly its investments in common stocks of financial institutions, management
evaluates the near-term prospects of the issuers in relation to the severity and duration of the impairment. Based on that evaluation
and the Corporation’s ability and intent to hold those investments for a reasonable period of time sufficient for a recovery of fair

85



value, the Corporation does not consider those investments with unrealized holding losses as of December 31, 2014 to be other-
than temporarily impaired.

The majority of the Corporation’s available for sale corporate debt securities are issued by financial institutions. The following
table presents the amortized cost and estimated fair values of corporate debt securities as of December 31:

2014 2013
Amortized Estimated Amortized Estimated
Cost Fair Value Cost Fair Value
(in thousands)

Single-issuer trust preferred SECUrIties ..........ccceevveeririruireiennne $ 47,569 $ 42,016 $ 47,481 $ 40,531
Subordinated debt...........ccoeeiiiiiiiieei e 47,530 50,023 47,405 50,327
Pooled trust preferred SECUIItIEs ......cvevvievierrieiereieieereeeeeeeieneeen 2,010 4,088 2,997 5,306
Corporate debt securities issued by financial institutions.... 97,109 96,127 97,883 96,164
Other corporate debt SECUTItIES .......ouververeeerierierieeierieeierieeieneeene 1,907 1,907 2,585 2,585
Available for sale corporate debt securities..............cocuoue... $ 99,016 $ 98,034 $§ 100,468 $ 98,749

The Corporation’s investments in single-issuer trust preferred securities had an unrealized loss of $5.6 million as of December 31,
2014. The Corporation did not record any other-than-temporary impairment charges for single-issuer trust preferred securities in
2014, 2013 or 2012. Seven of the Corporation's 20 single-issuer trust preferred securities held were rated below investment grade
by at least one ratings agency, with an amortized cost of $14.5 million and an estimated fair value of $12.4 million as of December 31,
2014. All of the single-issuer trust preferred securities rated below investment grade were rated "BB" or "Ba." Three single-issuer
trust preferred securities with an amortized cost of $4.7 million and an estimated fair value of $3.8 million as of December 31,
2014 were not rated by any ratings agency.

During the year ended December 31, 2014, the Corporation sold three pooled trust preferred securities with a total amortized cost
of $728,000, for a gain of $1.7 million. As of December 31, 2014, all five of the Corporation's pooled trust preferred securities,
with an amortized cost of $2.0 million and an estimated fair value of $4.1 million, were rated below investment grade by at least
one ratings agency, with ratings ranging from "C" to "Ca". The class of securities held by the Corporation was below the most
senior tranche, with the Corporation’s interests being subordinate to other investors in the pool. The Corporation determines the
fair value of pooled trust preferred securities based on quotes provided by third-party brokers.

The amortized cost of pooled trust preferred securities is the purchase price of the securities, net of cumulative credit related other-
than-temporary impairment charges, determined using an expected cash flow model. The most significant input to the expected
cash flows model is the expected payment deferral rate for each pooled trust preferred security. The Corporation evaluates the
financial metrics, such as capital ratios and non-performing asset ratios, of the individual financial institution issuers that comprise
each pooled trust preferred security to estimate its expected deferral rate.

Based on management's evaluations, corporate debt securities with a fair value of $98.0 million were not subject to any additional
other-than-temporary impairment charges as of December 31, 2014. The Corporation does not have the intent to sell and does not
believe it will more likely than not be required to sell any of these securities prior to a recovery of their fair value to amortized
cost, which may be at maturity.

As mandated by the Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank Act), in December 2013, five
regulatory bodies issued final rulings (the Final Rules) implementing certain prohibitions and restrictions on the ability of a banking
entity and non-bank financial company supervised by the Federal Reserve Board to engage in proprietary trading and have certain
ownership interests in, or relationships with, a "covered fund" (the so-called "Volcker Rule"). The Final Rules generally treat as
a covered fund any entity that would be an investment company under the Investment Company Act of 1940 (1940 Act) but for
the application of the exemptions from SEC registration set forth in Section 3(c)(1) (fewer than 100 beneficial owners) or Section
3(c)(7) (qualified purchasers) of the 1940 Act. The Final Rules also require regulated entities to establish an internal compliance
program that is consistent with the extent to which it engages in activities covered by the Volcker Rule, which must include making
regular reports about those activities to regulators. Although the Final Rules provide some tiering of compliance and reporting
obligations based on size, the fundamental prohibitions of the Volcker Rule apply to banking entities of any size, including the
Corporation. Banking entities have until July 21, 2015 to conform their activities and investments to the requirements of the Final
Rules. The Corporation does not engage in proprietary trading or in any other activities prohibited by the Final Rules. Based on
the Corporation's evaluation of its investments, none fall within the definition of a "covered fund" and would need to be disposed
of by July 21, 2015. Therefore, it does not currently expect that the Final Rules will have a material effect on its business, financial
condition or results of operations.
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NOTE D - LOANS AND ALLOWANCE FOR CREDIT LOSSES

Loans, net of unearned income

Loans, net of unearned income are summarized as follows as of December 31:

2014 2013
(in thousands)

Real estate — COMMETCIAl MOTEZAZE ......cveeveerieeierrieiertieteeteetesteeteseesseeseesseessesseessesseessesseensesseenees $ 5,197,155 $ 5,101,922
Commercial — industrial, financial and agricultural .............ccoociiiiiiiinii e 3,725,567 3,628,420
Real estate — NOME EQUILY ...cvveveriieieetieieei ettt ettt et et et e st ete st eaesseenteeseeseeneenseeneesneensesneennes 1,736,688 1,764,197
Real estate — residential MOTtZAZE .......cc.evveriiiieriieierieieseete ettt s aeesaesseesnens 1,377,068 1,337,380
Real €State — CONSIIUCTION .....veeivviiieeiee ittt et eeteeeeeeeeeeeeeeeeeseeeeeaseesaseeeeanseeeenssessaseeessnseeesnneesnneeeas 690,601 573,672
(070) 1151 115 L) SRR 265,431 283,124
Leasing and Other........ccveiiiiieiieieti ettt ste et st e et e st eestesteesaesseesseeseenseeseensesssensesnsenseenaesseensens 127,562 99,256
OVETATATES ..t ee et e e e et e e e eet e e e e seesaaeeeseeaaaeeeeesesareeeeesssnsenseessanes 4,021 4,045

Loans, gross of Unearned iNCOMIE ..........eeueeruirrieriieiertieienteeiesteetesteeeesneesesseensesseenseeneenseeneenes 13,124,093 12,792,016
UNEAINEA INCOMIE ......vevieeieiieiesieeiesieeteetteteetteteettesseeseesseestesseassesseassesseessesseessesseessesseensenseensenssenss (12,377) (9,796)

Loans, net of UNEArned INCOIMIE. ..........ueiiivieeeiiieeeeeeeeee e ettt e eeeeeeeaeeeeaeeeesaeeeseseeeeaeeesnneeesnees $ 13,111,716 $ 12,782,220

The Corporation has extended credit to the officers and directors of the Corporation and to their associates. These related-party
loans are made on substantially the same terms, including interest rates and collateral, as those prevailing at the time for comparable
transactions with unrelated persons and do not involve more than the normal risk of collection. The aggregate dollar amount of
these loans, including unadvanced commitments, was $252.6 million and $149.1 million as of December 31, 2014 and 2013,
respectively. During 2014, additions totaled $120.2 million and repayments and other changes in related-party loans totaled $16.7
million.

The total portfolio of mortgage loans serviced by the Corporation for unrelated third parties was $4.9 billion as of December 31,
2014 and 2013.

Allowance for Credit Losses

The following table presents the components of the allowance for credit losses as of December 31:

2014 2013 2012
(in thousands)
Allowance fOr 10an LOSSES .........ccueeeeuieieeee et e e eennees $ 184,144 $§ 202,780 $ 223,903
Reserve for unfunded lending commitments .............ccevveeverreereneecieneereeneene e 1,787 2,137 1,536
AlOWANCE TOI CTEAIL LOSSES ...vviviiieiiie ettt ettt e e eaeeeeeaeeeeneeas $ 185931 $§ 204917 $ 225,439

The following table presents the activity in the allowance for credit losses for the years ended December 31:

2014 2013 2012
(in thousands)

Balance at beginning Of YEar...........cooceiuiiirierieieieieieeece et $ 204917 § 225439 $§ 258,177
Loans charged Off...........oooioiiieeee e e (44,593) (80,212) (140,366)
Recoveries of loans previously charged off............ccoociiiiiiiiiniiiecceeee, 13,107 19,190 13,628

Net loans charged off.........cocoiiiiiiii e (31,486) (61,022) (126,738)
Provision for Credit 10SSES ....c.uiiviiiiieiieiiiecieeiee ettt eve et e eaeereesaveeaeeeenes 12,500 40,500 94,000
Balance at end Of Year.........ccevieiirieiiiieie et $ 185931 $§ 204,917 $ 225,439
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The following table presents the activity in the allowance for loan losses by portfolio segment for the years ended December 31

and loans, net of unearned income, and their related allowance for loan losses, by portfolio segment, as of December 31:

Commercial - Leasing
Real Estate - Industrial, Real Estate - Real Estate - and other
Commercial Financial and Home Residential Real Estate - and Unallocated
Mortgage Agricultural Equity Mortgage Construction Consumer Overdrafts 1) Total
(in thousands)
Balance at December 31, 2012......................... $ 62,928 $ 60,205 $ 22,776 $ 34,536 § 17,287  $ 2,367 $ 2,752 $ 21,052 $ 223,903
Loans charged off.............ccccoovveinrinrierrrienns (20,829) (30,383) (8,193) (9,705) (6,572) (1,877) (2,653) — (80,212)
Recoveries of loans previously charged off ... 3,494 9,281 860 548 2,682 1,518 807 — 19,190
Net loans charged off ..............ccooovrierinrinrinnnnns (17,335) (21,102) (7,333) (9,157) (3,890) (359) (1,846) — (61,022)
Provision for loan losses (2).. 10,066 11,227 12,779 7,703 (748) 1,252 2,464 (4,844) 39,899
Balance at December 31, 2013......................... 55,659 50,330 28,222 33,082 12,649 3,260 3,370 16,208 202,780
Loans charged off................ccccooveierieririnene (6,004) (24,516) (5,486) (2,918) (1,209) (2,325) (2,135) — (44,593)
Recoveries of loans previously charged off ...... 1,960 4,256 1,025 451 3,177 1,322 916 — 13,107
Net loans charged off .................ccocoovevviriirnnnens (4,044) (20,260) (4,461) (2,467) 1,968 (1,003) (1,219) — (31,486)
Provision for loan 10sses (2)............ccocrrurrunnnne 1,878 21,308 4,510 (1,543) (4,861) 758 352) (8,848) 12,850
Balance at December 31, 2014 ., $ 53,493 § 51,378 § 28271 § 29,072 $ 9,756 $ 3,015 $ 1,799 $ 7,360 $ 184,144
Allowance for loan losses at December 31, 2014
Measured for impairment under FASB ASC
SUBLOPIC 450-20 w.vvvvvveeeeeeeeeeeccesssseseeeereee $ 36,778 §$ 38,348 §$ 19,047 $ 10,480 $ 6,485 §$ 2,980 § 1,799 § 7,360 $ 123,277
Evaluated for impairment under FASB ASC
Section 310-10-35 ..o 16,715 13,030 9,224 18,592 3,271 35 — N/A 60,867
$ 53,493 § 51,378 § 28271 $ 29,072 §$ 9,756 $ 3,015 $ 1,799 § 7,360 $ 184,144
Loans, net of unearned income at December 31, 2014
Measured for impairment under FASB ASC
SUBLOPIC 450-20 w.vvvvvveeeeeeeeeeeccesssseseeeereee $ 5,133,896 $ 3,690,561 $ 1,723,230 $ 1,325,717 § 665,012 $ 265,393 $ 119,206 N/A $ 12,923,015
Evaluated for impairment under FASB ASC
Section 310-10-35 . 63,259 35,006 13,458 51,351 25,589 38 — N/A 188,701
$ 5,197,155 § 3,725567 $ 1,736,688 $ 1,377,068 $ 690,601 $ 265,431 $ 119,206 N/A $ 13,111,716
Allowance for loan losses at December 31, 2013
Measured for impairment under FASB ASC
SUBLOPIC 450-20 w.vvvvvveeeeeeoeeeec s $ 41,215 $ 36,263 § 19,163 § 11,337 § 8,778  § 3248 $ 3370 $ 16,208  § 139,582
Evaluated for impairment under FASB ASC
Section 310-10-35 ..o 14,444 14,067 9,059 21,745 3,871 12 — N/A 63,198
$ 55,659 § 50,330 °§ 28222 $ 33,082 $ 12,649  § 3,260 $ 3370 $ 16,208  § 202,780
Loans, net of unearned income at December 31, 2013
Measured for impairment under FASB ASC
SUBLOPIC 450-20 w.ovvvvvveeeeeeeoeee s $ 5041,598 $ 3,583,665 $ 1,749,560 $ 1,286,283 § 542,634 $ 283,111  § 93,505 N/A $ 12,580,356
Evaluated for impairment under FASB ASC
Section 310-10-35 ..o 60,324 44,755 14,637 51,097 31,038 13 — N/A 201,364
$ 5101922 $ 3,628420 $ 1,764,197 $ 1,337,380 § 573,672 $ 283,124 §$ 93,505 N/A § 12,782,220

(1)  The Corporation’s unallocated allowance, which was approximately 4% and 8% of the total allowance for credit losses as of December 31, 2014 and
December 31, 2013, respectively, was, in the opinion of management, reasonable and appropriate given that the estimates used in the allocation process

are inherently imprecise.

(2)  For the year ended December 31, 2014, the provision for loan losses excluded a $350,000 decrease in the reserve for unfunded lending commitments. The
total provision for credit losses, comprised of allocations for both funded and unfunded loans, was $12.5 million for the year ended December 31, 2014.
For the year ended December 31, 2013, the provision for loan losses excluded a $601,000 increase in the reserve for unfunded lending commitments. The
total provision for credit losses, comprised of allocations for both funded and unfunded loans, was $40.5 million for the year ended December 31, 2013.

N/A — Not applicable.
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Impaired Loans

The following table presents total impaired loans by class segment as of December 31:

2014 2013
Unpaid Unpaid
Principal Recorded Related Principal Recorded Related
Balance  Investment Allowance Balance Investment  Allowance

(in thousands)
With no related allowance recorded:

Real estate - commercial mortgage ........ $ 25802 $ 23236 $ — $§ 28892 $§ 24494 $ —
Commercial - secured............ccceeeueenee.. 17,599 14,582 — 23,890 21,383 —
Real estate - home equity ..........cccecenenee. — — — 399 300 —
Real estate - residential mortgage .......... 4,873 4,873 — — — —
Construction - commercial residential ... 18,041 14,801 — 18,468 13,265 —
Construction - commercial...................... 1,707 1,581 — 3,471 2,451 —
68,022 59,073 75,120 61,893
With a related allowance recorded:
Real estate - commercial mortgage......... 49,619 40,023 16,715 43,282 35,830 14,444
Commercial - secured............ccocovveennenne. 24,824 19,335 12,165 34,267 22,324 13,315
Commercial - unsecured........................ 1,241 1,089 865 1,113 1,048 752
Real estate - home equity ....................... 19,392 13,458 9,224 20,383 14,337 9,059
Real estate - residential mortgage .......... 56,607 46,478 18,592 63,682 51,097 21,745
Construction - commercial residential ... 14,007 7,903 2,675 22,594 12,777 2,646
Construction - commercial...................... 1,501 1,023 459 3,660 1,997 924
Construction - other............c.cccocveveenenne. 452 281 137 719 548 301
Consumer - indirect............cceevveverveenene. 20 19 18 2 2 2
Consumer - dir€Ct........c.ccveverreereerreennenn. 19 19 17 11 11 10
167,682 129,628 60,867 189,713 139,971 63,198
Total..cveeeeeeeececeeeeee e $ 235704 $ 188,701 $ 60,867 $ 264,833 $ 201,864 $§ 63,198

As of December 31, 2014 and 2013, there were $59.1 million and $61.9 million, respectively, of impaired loans that did not have
a related allowance for loan loss. The estimated fair values of the collateral securing these loans exceeded their carrying amount,
or the loans have been charged down to realizable collateral values. Accordingly, no specific valuation allowance was considered
to be necessary.
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The following table presents average impaired loans, by class segment, for the years ended December 31:

2014 2013 2012
Interest Interest Interest
Average Income Average Income Average Income
Recorded Recognized Recorded Recognized Recorded  Recognized
Investment 1 Investment €8 Investment €))

(in thousands)
With no related allowance recorded:

Real estate - commercial mortgage ...... $ 23,467 $ 320 $§ 28,603 $ 489 $ 41575 $ 538
Commercial - secured............c.ocevveenee. 18,928 119 30,299 173 26,443 50
Commercial - unsecured....................... — — 26 — 52 —
Real estate - home equity .........ccce.c.... 180 1 262 1 433 2
Real estate - residential mortgage ........ 1,532 31 695 25 989 45
Construction - commercial residential . 15,421 227 19,847 256 27,361 185
Construction - commercial.................... 1,907 — 3,480 2 3,492 19
61,435 698 83,212 946 100,345 839

With a related allowance recorded:
Real estate - commercial mortgage...... 38,240 524 44,136 706 64,739 755
Commercial - secured...........ccocveeennen.. 20,991 129 27,919 153 45,217 97
Commercial - unsecured....................... 895 3 1,411 5 2,604 6
Real estate - home equity ..................... 13,976 108 14,092 65 8,017 23
Real estate - residential mortgage ........ 50,281 1,178 52,251 1,210 44,791 1,446
Construction - commercial residential . 8,723 136 11,219 168 19,284 130
Construction - commercial.................... 1,900 — 2,468 3 2,233 17
Construction - other............c..ccoceuenenn.. 387 — 523 1 974 7
Consumer - indirect............ccoevveveeneenen. 7 — 1 — — —
Consumer - dir€Ct........c..cceeeveeveereenennne. 16 1 19 — 84 —
Leasing and other and overdrafts ......... — — 11 — 83 —
135,416 2,079 154,050 2,311 188,026 2,481
Total..ooiceeieeeeeeeeeeeee e $ 196,851 $ 2,777 $ 237,262 § 3,257 § 288,371 $ 3,320

(1) All impaired loans, excluding accruing TDRs, were non-accrual loans. Interest income recognized for the years ended December 31, 2014, 2013 and 2012
represents amounts earned on accruing TDRs.

90



Credit Quality Indicators and Non-performing Assets
The following table presents internal credit risk ratings for real estate - commercial mortgages, commercial - secured loans,
commercial - unsecured loans, construction - commercial residential loans and construction - commercial loans as of December 31:

Pass Special Mention Substandard or Lower Total

2014 2013 2014 2013 2014 2013 2014 2013

(dollars in thousands)

Real estate - commercial

MOTtZAZE ... $ 4,899,016 $ 4,763,987 $ 127,302 $ 141,013 $ 170,837 $ 196,922 $ 5,197,155 $ 5,101,922
Commercial - secured.................... 3,333,486 3,167,168 120,584 111,613 110,544 125,382 3,564,614 3,404,163
Commercial -unsecured................ 146,680 209,836 7,463 11,666 6,810 2,755 160,953 224,257

Total commercial - industrial,
financial and agricultural ... 3,480,166 3,377,004 128,047 123,279 117,354 128,137 3,725,567 3,628,420
Construction - commercial

residential............cccocorieerrinnen. 136,109 117,680 27,495 30,946 40,066 55,309 203,670 203,935

Construction - commercial ........... 409,631 286,802 12,202 3,508 5,586 10,621 427,419 300,931

Total real estate - construction
(excluding construction -

Other).......ccvverinieieireine 545,740 404,482 39,697 34,454 45,652 65,930 631,089 504,866
TOtal .o $ 8,924,922 $ 8,545,473 $ 295,046 $ 298,746 $ 333,843 $ 390,989 $ 9,553,811 $ 9,235,208
% of Total,

...................................... 93.4% 92.6% 3.1% 3.2% 3.5% 4.2% 100.0% 100.0%

The following table presents the delinquency and non-performing status of home equity, real estate - residential mortgages,
construction loans to individuals, consumer, leasing and other loans by class segment as of December 31:

Performing Delinquent (1) Non-performing (2) Total
2014 2013 2014 2013 2014 2013 2014 2013
(dollars in thousands)

Real estate - home equity............ $ 1,711,017 $ 1,731,185 $ 10,931 $ 16,029 $ 14,740 $ 16,983 $ 1,736,688 $ 1,764,197
Real estate - residential

MOTEZAZE . 1,321,139 1,282,754 26,934 23,279 28,995 31,347 1,377,068 1,337,380

Real estate - construction - other. 59,180 68,258 — — 332 548 59,512 68,806

Consumer - direct..........ccceeuueeee. 104,018 126,666 2,891 3,586 2,414 2,391 109,323 132,643

Consumer - indirect..........c..c....... 153,358 147,017 2,574 3,312 176 152 156,108 150,481

Total consumer.............c.c..... 257,376 273,683 5,465 6,898 2,590 2,543 265,431 283,124

Leasing and other and overdrafts 118,550 92,876 523 581 133 48 119,206 93,505

TOtal oo $ 3,467,262 $ 3,448,756 $ 43,853 $ 46,787 $ 46,790 $ 51,469 $ 3,557,905 $ 3,547,012

% of Total.......cccuienreircirieenns 97.5% 97.2% 1.2% 1.3% 1.3% 1.5% 100.0% 100.0%

(1) Includes all accruing loans 30 days to 89 days past due.
(2) Includes all accruing loans 90 days or more past due and all non-accrual loans.

The following table presents non-performing assets as of December 31:

2014 2013
(in thousands)
INON-ACCTUAL IOANS ....vvieivieeieeeiieiiieetee et et e eteeeteeeteeteesabeesseeesseessaeasseenseeanseanseesnseessseanseessseansaenseeans $ 121,080 $ 133,753
Accruing loans greater than 90 days past dUC .........ceevevierierieiieieceeeee e 17,402 20,524
Total NON-Performing LOANS ..........cetiuiiiiiriirieserteete ettt ettt ettt ste et et eneeneeneas 138,482 154,277
Other 1@l €STAtE OWIEA ......veviiiiiiiiii ettt e e s et e e e e s e eaaeeeeeeesareeeeesssnsseeeessannes 12,022 15,052
Total NON-PErfOrMING ASSELS ....cveevieierierieiierieeierteetesteeteeseeseeseesseeseessesssessesssesseessenseessenssenes $ 150,504 $ 169,329
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The following table presents loans whose terms were modified under TDRs as of December 31:

2014 2013
(in thousands)

Real-estate - residential MOTEZAZE ......c.eeveetiruirtirierierieiei ettt ettt ste st testeseenee et et eneeseeneeseenes $ 31,308 $ 28,815
Real-estate - commercial MOTEZAZE ........uevvieieeeieiieiere ettt ettt ettt seeeneeseeeneas 18,822 19,758
Construction - commercial T€SIAENTIAL ............cccoooviiiiiiiiiieiii et eere e e e e e eaeeeenns 9,241 9,889
COMMETCIAL = SECUTE.....evvviiiiieiiiiie et e e et e e e e e aaaeeeeeeeaareeeesenaaeeeeeeennaes 5,170 7,933
Real estate - NOME EQUILY ...oveeuveiieiietieieetieie ettt ettt ste ettt et e st enteeseenteeneenseeneenneeneesaeenees 2,975 1,365
CommMmETCial = UNSECUIE. .. ...eeieiieietieieeeeie et seete et e et e b e eeaeteeseesseesaesseesaesseensesssensesseensensaens 67 112
CONSUMET = QITECT ..e.vveuvietietieteeeteeteeteetteeteeteeteesesteesseetaesseeseesseessasseessanseensesseessesssensesssensesssessessaens 19 11
CONSUMET = TNAITECE ...veevviitieeiiietieeie et e ste et e st e st e etteeteeesaeebeessbeeseessseessaessseessaessseeseessseesseensses 19 —
ConStruction = COMMETCIAL .......ccuieiirtieiertieieeteteseeteetteteetteteessesseessenseessesseessesseensesssesesssessensaens — 228

Total aCCTUING TDRS. ... coeiiiiiieieeeie ettt et et e st e e saeessbe e taessseebaeeasesnseenes 67,621 68,111
NON-ACCTUAL TDRS (1) ..neeuieuieiieiieiieii ettt ettt et et et ett e e eseeteesessessassessesansensenseneessensenseseesens 24,616 30,209

TOLAL TDRS c..vieiieiieieeeeteete ettt ettt st ettt e et e st e esaesteesa et e essesseessesseensesseensesssensensaens $ 92,237 $ 98,320

(1) Included within non-accrual loans in the preceding table.

As of December 31, 2014 and 2013, there were $3.9 million and $9.6 million, respectively, of commitments to lend additional
funds to borrowers whose loans were modified under TDRs.

The following table presents TDRs by class segment as of December 31,2014 and 2013 that were modified during the years ended
December 31, 2014 and 2013:

2014 2013

Number Recorded Number Recorded
of Loans Investment ofLoans Investment

(dollars in thousands)

Real estate - commercial MOTtZAZE ..........cveveeveuieveriereieieeeeeeteeeeeee e 8 $ 6,841 16 $ 9,439
Construction - commercial residential .............cooceeevvieeeeieeieeeeeieeeeeeeeeenes 3 3,616 3 5,285
Real estate - residential MOTtZAZE ........eeveeveevrieiicrieiieeeie et 23 2,407 49 9,611
Real estate - NOME EQUILY ......c.ecverveieieieieieieiete ettt see s esa s eseeseeneenens 30 1,551 36 2,602
Commercial - SECUIEA .......ocvviiiieiiiiiieeeeee e e 11 1,955 8 1,699
CONSUMET = INAITECL .. ..c.eevieeieeieeieiieiietietieteeteeteetessestesaesesessessessessessesaeseeseasens 4 20 — —
CONSUMET = IFECT....ccuviivieirierieiietieteeeete et et et ste e ste s e ste e b e reesseereesseeseenns 7 7 12 1
Commercial - UNSECUIEA ..........coeveirierierieieiteeiestestesiessesesesesessesseseeseeseesens — — 1 12

86 $ 16,397 125 $ 28,649
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The following table presents TDRs, by class segment, as of December 31, 2014 and 2013 that were modified during the years
ended December 31, 2014 and 2013 and had a post-modification payment default during their respective year of modification.
The Corporation defines a payment default as a single missed scheduled payment:

2014 2013

Number Recorded Number Recorded
of Loans Investment ofLoans Investment

(dollars in thousands)

Construction - commercial residential.............ccccceevieeiiieiieiieeciecieeceeens 2 S 1,803 1 $ 568
Real estate - commercial MOTtZAZE .......ecvveveereerieierieierieeeeereeiesteeeesaeennens 2 1,660 6 3,683
Real estate - residential MOItZAZE........ccveveuivereninirininenecceceeeeeecaens 11 1,430 19 4,211
Commercial - SECUTEA.........ccuviiiiiiiiiiiie et e e e eaeeeeeanes 4 1,208 2 108
Real estate - hOme EqUILY ........coevverieiienieiiiriien e 11 961 15 1,249
CONSUMET = QITECT ....vevvieierieeieetieieeteeteeteeteeteeteeaeeaesreesesssessesssenseeseenseessenns 1 1 — —

31 $ 7,063 43 $ 9,819

The following table presents past due status and non-accrual loans by portfolio segment and class segment as of December 31:

2014
> 90 Days
31-59 60-89 Past Due
Days Past ~ Days Past and Non- Total > 90 Total Past
Due Due Accruing accrual Days Due Current Total
(in thousands)
Real estate - commercial mortgage ................ccocooeveveeennnene $ 14399 $ 3,677 $ 800 $ 44,437 $ 45237 $ 63,313 $ 5,133,842 $ 5,197,155
Commercial - Secured............oooeeriererernineeseesenns 4,839 958 610 28,747 29,357 35,154 3,529,460 3,564,614
Commercial - unsecured 395 65 9 1,022 1,031 1,491 159,462 160,953
Total Commercial - industrial, financial and agricultural .. 5,234 1,023 619 29,769 30,388 36,645 3,688,922 3,725,567
Real estate - home equity 8,048 2,883 4,257 10,483 14,740 25,671 1,711,017 1,736,688
Real estate - residential mortgage... 18,789 8,145 8,952 20,043 28,995 55,929 1,321,139 1,377,068
Construction - commercial — — — 2,604 2,604 2,604 424,815 427,419
Construction - commercial residential................................ 160 — — 13,463 13,463 13,623 190,047 203,670
Construction - other — — 51 281 332 332 59,180 59,512
Total Real estate - construction ... 160 — 51 16,348 16,399 16,559 674,042 690,601
Consumer - direct 2,034 857 2,414 — 2,414 5,305 104,018 109,323
Consumer - indirect .............ocooeueirieirinieieieeree s 2,156 418 176 — 176 2,750 153,358 156,108
Total CONSUMET .........couvrrinieririeerieiseneerieeaeneeniesseeneenienias 4,190 1,275 2,590 — 2,590 8,055 257,376 265,431
Leasing and other and overdrafts ... 357 166 133 — 133 656 118,550 119,206

$ 51,177 $§ 17,169 $ 17,402 § 121,080 $ 138,482 $ 206,828 $12,904,888 $13,111,716
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2013

> 90 Days
31-59 60-89 Past Due
Days Past Days Past and Non- Total > 90 Total Past
Due Due Accruing accrual Days Due Current Total
(in thousands)
Real estate - commercial mortgage ................ccccocevevevenncnnne $ 15474 § 4,009 $ 3,502 $ 40,566 $ 44,068 $ 63,551 $ 5,038,371 $ 5,101,922
Commercial - secured.............coooerinierrinieececeeees 8,916 1,365 1,311 35,774 37,085 47,366 3,356,797 3,404,163
Commercial - unsecured 332 125 — 936 936 1,393 222,864 224,257
Total Commercial - industrial, financial and agricultural .. 9,248 1,490 1,311 36,710 38,021 48,759 3,579,661 3,628,420
Real estate - home equity 13,555 2,474 3,711 13,272 16,983 33,012 1,731,185 1,764,197
Real estate - residential mortgage............c.cocovuevvererrrnnenn. 16,969 6,310 9,065 22,282 31,347 54,626 1,282,754 1,337,380
Construction - commercial 14 375 — 4,220 4,220 4,609 296,322 300,931
Construction - commercial residential.................c..co.o........ — 270 346 16,153 16,499 16,769 187,166 203,935
Construction - other — — — 548 548 548 68,258 68,806
Total Real estate - construction.................ccocoeveeeevveeeernennns 14 645 346 20,921 21,267 21,926 551,746 573,672
Consumer - direct 2,091 1,495 2,391 — 2,391 5,977 126,666 132,643
Consumer - indirect 2,864 448 150 2 152 3,464 147,017 150,481
Total Consumer 4,955 1,943 2,541 2 2,543 9,441 273,683 283,124
Leasing and other and overdrafts .................cccococoeeveennns 559 22 48 — 48 629 92,876 93,505

$ 60,774 $ 16,893 $§ 20,524 $ 133,753 § 154277 $ 231,944 $12,550,276 $12,782,220

NOTE E - PREMISES AND EQUIPMENT

The following is a summary of premises and equipment as of December 31:

2014 2013
(in thousands)

LLAIIA ..otk h e h e eh bt bt eh e ek e he b et et et enten s eneeateheebeeneeneebes $ 37,667 $ 37,815
Buildings and iMPrOVEIMENES ........cccuiitieiirtieieeeeie ettt ettt e et e e s eneeeneeseeeneeseeeneas 287,271 281,904
Furniture and @qUIPIMENL..........c.eiieiiirieiieiete ettt ete st etesteetesteesesseensesseenseeseenseensensesnsesseennes 176,808 170,970
CONSIIUCTION 1N PIOZIESS ..vevvievrerierrerreestesreesesteessesssessesssesseessessesssessesssesseessessesssesssessesssessesssessesseens 21,055 14,195

522,801 504,884
Less: Accumulated depreciation and amortiZation.............eeeveveeeeiereesiesieieseeseeeeeee e see e seeennes (296,774) (278,863)

$ 226,027 $§ 226,021

NOTE F - GOODWILL AND INTANGIBLE ASSETS

The following table summarizes the changes in goodwill:

2014 2013 2012
(in thousands)
Balance at beginning of YEar............ccocveuiieuiiieeieieicieieteceteeeteeetee e $ 530,607 $ 530,656 $ 536,005
Sale of Global EXChange...........cceevieieriieiiniieiieiieeeere et se e — — (5,295)
Other goodWill dedUCHIONS ........oouieiiiiiiiiieieiiee e 14) (49) 54)
Balance at end 0f YEaTr.........ccocveiiviiiiiiciiiciceeteete e $ 530,593 $ 530,607 $§ 530,656

In December 2012, the Corporation's Fulton Bank, N.A. subsidiary sold its Global Exchange Group division (Global Exchange)
for a gain of $6.2 million. Global Exchange provided international payment solutions to meet the needs of companies, law firms
and professionals. As a result of this divestiture, $5.3 million of goodwill allocated to Global Exchange was written-off and included
as a reduction to the gain on sale recorded in non-interest income on the consolidated statements of income.
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As a result of the divestiture of Global Exchange, gross intangible assets totaling $2.3 million ($266,000, net of accumulated
amortization) that were allocated to Global Exchange were written-off and included as a reduction to the gain on sale recorded in
non-interest income on the consolidated statements of income for the year ended December 31, 2012.

All of the Corporation’s reporting units passed the 2014 goodwill impairment test, resulting in no goodwill impairment charges
in 2014. Two reporting units, with total allocated goodwill of $170.4 million, had fair values that exceeded adjusted net book
values by less than 5%. The remaining five reporting units, with total allocated goodwill of $360.2 million, had fair values that
exceeded net book values by approximately 27% in the aggregate.

The estimated fair values of the Corporation’s reporting units are subject to uncertainty, including future changes in the trading
and acquisition multiples of comparable financial institutions and future operating results of reporting units which could differ
significantly from the assumptions used in the valuation of reporting units.

The following table summarizes intangible assets as of December 31:

2014 2013
Accumulated Accumulated
Gross Amortization Net Gross Amortization Net
(in thousands)

Amortizing:

Core deposit ............c....... $ 50279 $ (50,054) $ 225 $ 50,279 $  (48,839) $ 1,440

Other......cccceveeiiieeee. 9,123 9,101) 22 9,123 (9,057) 66
Total amortizing ...........c......... 59,402 (59,155) 247 59,402 (57,896) 1,506
Non-amortizing ...................... 963 — 963 1,263 (300) 963

$ 60,365 $ (59,155) § 1,210 § 60,665 §  (58,196) § 2,469

Core deposit intangible assets are amortized using an accelerated method over the estimated remaining life of the acquired core
deposits. Other amortizing intangible assets, consisting primarily of premiums paid on branch acquisitions in prior years that did
not qualify for business combinations accounting under FASB ASC Topic 810. As December 31, 2014, all amortizing intangible
assets had a weighted average remaining life of less than one year. Amortization expense related to intangible assets totaled $1.3
million, $2.4 million and $3.0 million in 2014, 2013 and 2012, respectively. Amortization expense for 2015 is expected to be
$247,000 with no remaining amortization in future years.

NOTE G - MORTGAGE SERVICING RIGHTS

The following table summarizes the changes in MSRs, which are included in other assets on the consolidated balance sheets:

2014 2013
(in thousands)

Amortized cost:

Balance at beginning Of YEAr .........cocvciviiiiiieiiieiiececteeeteet ettt $ 42452 $ 39,737

Originations of mortgage Servicing rights ..........cccocieiiirininenireee e 5,047 12,072

AMOTTIZATION EXPEIISE -...veeverveenretientietieteeeeenteetesteeeeseeesesseeteeseeseesaeseensasseeneesseeneesneensesnean (5,351) (9,357)
Balance at €nd Of YEAT........c.ccveiiiiieitieieti ettt sttt e et e et e e enaeeneenaeennenenneen $ 42,148 $ 42,452

Valuation allowance:

Balance at beginning Of YEAT ...........ccveiieiieieiiieietiee ettt ettt eseeseeneeseesesneeaens $ — 5 (3,680)
REVETSALS ... e et e et e e e e e eaaeeeenae e e eaaeeeetaeeeeneeeenes — 3,680

Balance at €0d OF YEAT.........coiuiuiriuieitieieieeeieieieeeeeeeeteeeeeesaeaessasssese st saeassssseeaessssesesasssasssesenenas $ — § —

Net MSRS @t €0d OF YEAT.......oiiieieiieiieieiieeee ettt se e s e eas $ 42,148 $ 42,452

MSRs represent the economic value of existing contractual rights to service mortgage loans that have been sold. Accordingly,
actual and expected prepayments of the underlying mortgage loans can impact the value of MSRs.

The Corporation estimates the fair value of its MSRs by discounting the estimated cash flows from servicing income, net of
expense, over the expected life of the underlying loans at a discount rate commensurate with the risk associated with these assets.
Expected life is based on the contractual terms of the loans, as adjusted for prepayment projections. No adjustment to the valuation
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allowance was necessary for the year ended December 31, 2014. A $3.7 million decrease to the valuation allowance was recorded
for the year ended December 31, 2013.

The Corporation accounts for MSRs at the lower of amortized cost or fair value. The estimated fair value of MSRs were $46.0
million and $49.3 million as of December 31, 2014 and 2013, respectively. As a result of the MSR fair values exceeding book
values, no increases to the valuation allowance were necessary for the years ended December 31, 2014 or 2013.

Estimated MSR amortization expense for the next five years, based on balances as of December 31, 2014 and the contractual
remaining lives of the underlying loans, follows (in thousands):

Year

20 LS ettt et ete et e eteete ettt eeteeeteetteateettebeetteete et eeteeteeaeeteeaseteereeteerbeateerseateersenreens $ 10,224
20T0 . ettt ettt et ettt et et e et e e ekt et e et e e te et e et e e steeaeenaeeseena e R e enae Rt enseessenseeRsenteen s e st enaeeaeenteeneenseeneesseensenseesseseensereens 9,028
2017 ettt ettt et e ete et e ate et e teeabeate et b et e eateeatenteeat e beereebeeraeteerbeteesbeateenbeeteenseeteenteersenseenes 7,717
O TSP RRPt 6,283
2009 ettt b et e bttt e eh e e Rt et e enb e Rt esbe Rt enbe st en b e et s e s tees s e teenteeheenteeReenseeReenseestenbeessenreessereans 4,717
NOTE H - DEPOSITS
Deposits consisted of the following as of December 31:

2014 2013
(in thousands)

Noninterest-bearing demand.............ccc.eciiuieieriiieriiietieieieteese ettt eses s esessesessesessessesessasenes $ 3,640,623 $ 3,283,172
Interest-bearing deMANA ...........cccveviiiiiiiiiieieieee sttt ettt et teeae e esbesteeaessaesseeseens 3,150,612 2,945,210
Savings and money Market ACCOUNES .........eoueruerieieieieietieti et eteeteeteeteetesteseesteteteneeneeneeneeseeneeneenens 3,504,820 3,344,882
TIME AEPOSIES ...euvieutieeieiieiiete ettt e st et et e e st e e st ebe et e et e eseenseeneenseessesseensesseensesneensesseensesseensenneens 3,071,451 2,917,922

$ 13,367,506 $ 12,491,186

Included in time deposits were certificates of deposit equal to or greater than $100,000 of $1.2 billion and $1.1 billion as of
December 31, 2014 and 2013, respectively. The scheduled maturities of time deposits as of December 31, 2014 were as follows
(in thousands):

Year

20 LS ettt ettt et e b e et e et e st e he e st e eaeenaeeaeenaeeReenae Rt enseessenseessenteen s e seena e st enseeaeenneeneenseessenseensenseenseteens $ 1,592,986
20716 ettt ettt ettt e et be e ate et e ate e b e teeab ettt et s eabeeatenteeat e beert e beeraeeteersebeerbeateenbeeteenseereenteersenteenes 422,414
O TSP RRRPt 369,968
20T et etiete ettt ettt ettt et te et et e b e et e e b et t e b e et t e bt e R teeheenteeReesbe Rt enbe st ea b e et s e s tees s e st eRs e Rt enteeseenteeReenseessenseessenbeessereans 109,299
2009 ettt ettt e e e te e e ehe et et e eateeae e beeta e beehsenbeeRseateea s e teeneeeaeenteeaeenteeneeneerseteersebeensereens 499,984
THETEATICT ...ttt ettt et e et e et e e e tbeebeesebe e aeesaseebeeesseeabeesabeenseesabeansaaesseeseeenseeseeenbeesaeneras 76,800

$ 3,071,451

96



NOTE I - SHORT-TERM BORROWINGS AND LONG-TERM DEBT

Short-term borrowings as of December 31, 2014, 2013 and 2012 and the related maximum amounts outstanding at the end of any
month in each of the three years then ended are presented below. The securities underlying the repurchase agreements remain in
available for sale investment securities.

December 31 Maximum Outstanding
2014 2013 2012 2014 2013 2012
(in thousands)
Federal funds purchased................c......... $ 6,219 § 582,436 $ 592,470 $ 577,581 § 848,179 $ 636,562
Short-term FHLB advances (1)............... 70,000 400,000 — 600,000 600,000 25,000
Customer repurchase agreements............ 158,394 175,621 156,238 244,729 215,305 258,734
Customer short-term promissory notes... 95,106 100,572 119,691 95,106 115,129 152,570

$ 329,719 $1,258,629 $ 868,399

(1) Represents FHLB advances with an original maturity term of less than one year.

As of December 31, 2014, the Corporation had aggregate availability under Federal funds lines of $1.2 billion, with $6.2 million
of that amount outstanding. A combination of commercial real estate loans, commercial loans and securities are pledged to the
Federal Reserve Bank of Philadelphia to provide access to Federal Reserve Bank Discount Window borrowings. As of December 31,
2014 and 2013, the Corporation had $1.1 billion and $2.0 billion, respectively, of collateralized borrowing availability at the
Discount Window, and no outstanding borrowings.

The following table presents information related to customer repurchase agreements:

2014 2013 2012
(dollars in thousands)
............................................................... $ 158394 § 175621 $ 156,238

Amount outstanding as of December 31

Weighted average interest rate at year end............ccooeveerinieneniieninienieeeceene 0.13% 0.12% 0.16%
Average amount outstanding during the year...........c.cccceceeererineneninenencnienne. $ 197,432 § 186,851 $ 206,842
Weighted average interest rate during the year...........ccoceevveveeieniecieneecieneeeee, 0.10% 0.11% 0.12%

FHLB advances and long-term debt included the following as of December 31:

2014 2013
(in thousands)
FHLB QAVAINCES .......oveeviveeeeeeeeeeeeeeeeeeee et et et eaeeseeseesseseeseseneensessensensereessesseseesessssensansensensensenseneenes $ 673,107 $§ 513,854
SUDOTAINALEA AEDL ........ocvieeieeietieiietieteete ettt ettt ettt ettt eea et e e s e e ess e s eseessessereereas 300,000 200,000
Junior subordinated deferrable interest debentures ............ccceevvierieeiieerieeieeeee e eeee e 171,136 171,136
Unamortized issuance costS and Other............coouiiiiiiiiiiiiiiiiiceecec et e (4,830) (1,4006)

$ 1,139,413 $ 883,584

Excluded from the preceding table is the Parent Company’s revolving line of credit with its subsidiary banks. As of December 31,
2014 and 2013, there were no amounts outstanding under this line of credit. This line of credit, with a total commitment of $100.0
million, is secured by equity securities and insurance investments and bears interest at London Interbank Offered Rate (LIBOR)
plus 2.00%. Although balances drawn on the line of credit and related interest income and expense are eliminated in the consolidated

financial statements, this borrowing arrangement is senior to the subordinated debt and the junior subordinated deferrable interest
debentures.

FHLB advances mature through March 2027 and carry a weighted average interest rate of 3.43%. As of December 31, 2014, the

Corporation had an additional borrowing capacity of approximately $2.6 billion with the FHLB. Advances from the FHLB are
secured by FHLB stock, qualifying residential mortgages, investments and other assets.
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The following table summarizes the scheduled maturities of FHLB advances and long-term debt as of December 31, 2014 (in
thousands):

Year

0 PR TRPTRSRPTE $ 184,950
2OT0 ittt ettt ettt ettt ettt et et b e et e e bt ert e st ente et e esbe st ea b e st enbeestentees s e st enteeaeenseeReenseesaenseesaenbeesaetean 236,015
2007 ettt ettt e te et et e e teeateheeaaeeaeenteeteenbeaaeeabeets e beena e beenteteenteeneenseeaeenbeeraebeersebeessereans 314,702
2018 ittt ettt et e e te e teeebeeheearbeebaeatbeebaaatbeabeeaabeabeearbe e beetbeebaeatae e beensaeenbeesraeareents —
2019 ettt ettt et ete et e et t e bt et e e heenaeeaeenaeeatenbeeReenb e st enseentenseenteeaeenteeaeenaeeReenseensenseenaenseensarean 127,007
N 1S G DS PSRRI 276,739

$ 1,139,413

In November 2014, the Corporation issued $100 million of ten-year subordinated notes, which mature on November 15, 2024 and
carry a fixed rate of 4.50% and an effective rate of approximately 4.87% as a result of issuance costs. Interest is paid semi-annually
in May and November. In May 2007, the Corporation issued $100 million of ten-year subordinated notes, which mature on May
1,2017 and carry a fixed rate of 5.75% and an effective rate of approximately 5.96% as a result of issuance costs. Interest is paid
semi-annually in May and November. In March 2005, the Corporation issued $100 million of ten-year subordinated notes, which
mature April 1, 2015 and carry a fixed rate of 5.35% and an effective rate of approximately 5.49% as a result of issuance costs.
Interest is paid semi-annually in October and April.

The Parent Company owns all of the common stock of four subsidiary trusts, which have issued Trust Preferred Securities in
conjunction with the Parent Company issuing junior subordinated deferrable interest debentures to the trusts. The Trust Preferred
Securities are redeemable on specified dates, or earlier if certain events arise.

The following table provides details of the debentures as of December 31, 2014 (dollars in thousands):

Fixed/ Interest Call

Debentures Issued to Variable Rate Amount Maturity Callable Price
Columbia Bancorp Statutory Trust....... Variable 291% $ 6,186 06/30/34 03/31/14 100.0
Columbia Bancorp Statutory Trust II... Variable 2.13% 4,124 03/15/35 03/15/14 100.0
Columbia Bancorp Statutory Trust III.. Variable 2.01% 6,186 06/15/35 03/15/14 100.0
Fulton Capital Trust L.......c.ccocooenenee. Fixed 6.29% 154,640 02/01/36 N/A N/A

$§ 171,136

N/A — Not applicable.
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NOTE J - DERIVATIVE FINANCIAL INSTRUMENTS

The following table presents the notional amounts and fair values of derivative financial instruments as of December 31:

2014 2013
Asset Asset
Notional (Liability) Notional (Liability)
Amount Fair Value Amount Fair Value

(in thousands)
Interest Rate Locks with Customers

POSItive fair VAIUES ....ooeieeeeiiieeeeee et $ 89,655 $ 1,391 $ 75217 $ 867

Negative fair ValUes.......occceeieririeneiereeieseeieseeie e 301 (6) 11,393 (59)
Net interest rate locks with customers............cccoeveuvveeeeennnns 1,385 808

Forward Commitments

Positive fair VAIUES .........ccceeieeiiieeieieeee e — — 87,904 1,263

Negative fair ValUes.......occceeieririeneiereeieseeieseeie e 93,802 (1,164) 2,373 3)
Net forward commitments.............cccovveeevieeeieeeeiieeeereeenen. (1,164) 1,258

Interest Rate Swaps with Customers

Positive fair VAlUES .....cccuvveiiiieieiiee e 468,080 19,716 111,899 2,105

Negative fair ValUes.......occceeieririeneiereeieseeieseeie e 25,418 (198) 105,673 (2,993)
Net interest rate swaps with customers .............cceceeeeeeenne 19,518 (888)

Interest Rate Swaps with Dealer Counterparties

Positive fair VAlUES .....cccuvveiiiiieiiee e 25,418 198 105,673 2,993

Negative fair Values........cccovieririereiieieeieseee e 468,080 (19,716) 111,899 (2,105)
Net interest rate swaps with dealer counterparties............... (19,518) 888

Foreign Exchange Contracts with Customers

Positive fair VAIUES .........ccceeieeiiieeieieeee e 11,616 810 2,150 24

Negative fair ValUes.......occcoeieriiiereierieiereeee e 5,250 (441) 12,775 (343)
Net foreign exchange contracts with customers................... 369 (319)

Foreign Exchange Contracts with Correspondent Banks

Positive fair VAIUES .........ccceeieeiiieeieieeee e 5,287 446 17,348 498

Negative fair Values........cccoeieririereiiereeiereee e 13,572 (876) 5,872 (48)
Net foreign exchange contracts with correspondent banks.. (430) 450

Net derivative fair value asset .........c.occoeveveveeereeeereennnn. $ 160 $ 2,197

The following table presents the fair value gains and losses on derivative financial instruments for the years ended December 31:

Statements of Income

2014 2013 2012 Classification
(in thousands)
Interest rate locks with customers............ccocceevereenenen. $ 577 $§ (5,949) $ 2,879 Mortgage banking income
Forward commitments............ccceevvveeeeeiieeineeeie e (2,422) 1,466 2,503 Mortgage banking income
Interest rate swaps with customers ............cocceeeeerieeenen. 20,406 (7,978) 4,346  Other non-interest expense
Interest rate swaps with counterparties.............cccceeueenee. (20,406) 7,978 (4,346) Other non-interest expense
Foreign exchange contracts with customers................... 688 (108) (1,487) Other service charges and fees
Foreign exchange contracts with correspondent banks .. (880) 507 1,648 Other service charges and fees
Net fair value (losses) gains on derivative financial
INSTUMENTS ..veeevieieteeeee ettt er et eresere e eresseneas $ (2,037) § (4,084) § 5543
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The Corporation has elected to record mortgage loans held for sale at fair value. The following table presents a summary of
mortgage loans held for sale and the impact of the fair value election on the consolidated financial statements as of and for the
years ended December 31, 2014 and 2013:

Balance Sheet Fair Value Statements of Income
Cost (1) Fair Value Classification (Loss) Gain Classification
(in thousands)
December 31, 2014:
Mortgage loans held forsale... § 17,080 $ 17,522 Loans held forsale $ 263 Mortgage banking income
December 31, 2013:
Mortgage loans held for sale ... 21,172 21,351 Loans held for sale (1,975) Mortgage banking income

(1) Cost basis of mortgage loans held for sale represents the unpaid principal balance.

The fair values of interest rate swap agreements the Corporation enters into with customers and dealer counterparties may be
eligible for offset on the consolidated balance sheets as they are subject to master netting arrangements or similar agreements. The
Corporation elects to not offset assets and liabilities subject to such arrangements on the consolidated financial statements. The
following table presents the Corporation's financial instruments that are eligible for offset, and the effects of offsetting, on the
consolidated balance sheets as of December 31:

Gross Amounts Gross Amounts Not Offset
Recognized on the Consolidated
on the Balance Sheets
Consolidated Financial Cash Net

Balance Sheets  Instruments (1)  Collateral (2) ~ Amount
(in thousands)

2014

INterest rate SWapP aSSCLS.......ccvevrieverreerierieeieiteeresieereseeeseeeeesseeeeenns $ 19914 $ (206) $ — $19,708

Interest rate swap labilities .........ccoveveerieciiiieiececreceeee e $ 19914 $ (206) $  (19,210) $ 498

2013

INtErest rate SWAP @SSELS......cueuerererueuereririeiereereseeueseeseenenenessesenenenns $ 5,098 § (2.104) § — 3 2994

Interest rate swap Habilities .........cccceeeerieerreriirreieeieieiee e S 5008 8§  (2104) §  (730) § 2264

(1) For interest rate swap assets, amounts represent any derivative liability fair values that could be offset in the event of counterparty or customer default. For
interest rate swap liabilities, amounts represent any derivative asset fair values that could be offset in the event of counterparty or customer default.

(2) Amounts represent cash collateral posted on interest rate swap transactions with financial institution counterparties. Interest rate swaps with customers are
collateralized by the underlying loans to those borrowers.

NOTE K - REGULATORY MATTERS

Regulatory Capital Requirements

The Corporation’s subsidiary banks are subject to regulatory capital requirements administered by banking regulators. Failure to
meet minimum capital requirements can trigger certain mandatory — and possibly additional discretionary — actions by regulators
that, if undertaken, could have a direct material effect on the Corporation’s financial statements. Under capital adequacy guidelines
and the regulatory framework for prompt corrective action, the subsidiary banks must meet specific capital guidelines that involve
quantitative measures of the subsidiary banks’ assets, liabilities, and certain off-balance sheet items as calculated under regulatory
accounting practices. The subsidiary banks’ capital amounts and classification are also subject to qualitative judgments by the
regulators about components, risk weightings, and other factors.

Quantitative measures established by regulation to ensure capital adequacy require the subsidiary banks to maintain minimum
amounts and ratios of Total and Tier I capital to risk-weighted assets, and of Tier I capital to average assets (as defined in the
regulations). Management believes, as of December 31, 2014, that all of its bank subsidiaries met the capital adequacy requirements
to which they were subject.
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As of December 31,2014 and 2013, the Corporation’s four significant subsidiaries, Fulton Bank, N.A., Fulton Bank of New Jersey,
The Columbia Bank and Lafayette Ambassador Bank, were well capitalized under the regulatory framework for prompt corrective
action based on their capital ratio calculations. To be categorized as well capitalized, these banks must maintain minimum total
risk-based, Tier I risk-based, and Tier I leverage ratios as set forth in the following table. There are no conditions or events since
December 31, 2014 that management believes have changed the institutions’ categories.

The following tables present the Total risk-based, Tier I risk-based and Tier I leverage requirements for the Corporation and its
significant subsidiaries with total assets in excess of $1 billion.

2014
For Capital
Actual Adequacy Purposes Well Capitalized
Amount Ratio Amount Ratio Amount Ratio

(dollars in thousands)
Total Capital (to Risk-Weighted Assets):

COrporation..........cceerveueueeruereucenunes $1,970,569 14.7% $1,076,013 8.0% N/A N/A
Fulton Bank, N.A.......ccceovvveiieine. 1,065,445 13.2 643,791 8.0 804,739 10.0%
Fulton Bank of New Jersey............... 347,235 13.1 211,823 8.0 264,779 10.0
The Columbia Bank............cccoeu.... 203,109 13.5 119,934 8.0 149,917 10.0
Lafayette Ambassador Bank............. 167,800 15.9 84,407 8.0 105,508 10.0
Tier I Capital (to Risk-Weighted Assets):
COrporation...........cceerveveueereerercenunnes 1,655,853 12.3 538,007 4.0% N/A N/A
Fulton Bank, N.A.......cocevvieiieiee. 977,547 12.1 321,896 4.0 482,843 6.0%
Fulton Bank of New Jersey............... 313,843 11.9 105,911 4.0 158,867 6.0
The Columbia Bank............cccoeue.. 184,331 12.3 59,967 4.0 89,950 6.0
Lafayette Ambassador Bank............. 154,817 14.7 42,203 4.0 63,305 6.0
Tier I Capital (to Average Assets):
COrporation..........cceerveueueeruererecnuenes 1,655,853 10.0 663,421 4.0% N/A N/A
Fulton Bank, N.A......ccocoeivieiieiene, 977,547 10.5 373,288 4.0 466,610 5.0%
Fulton Bank of New Jersey............... 313,843 9.4 133,580 4.0 166,975 5.0
The Columbia Bank............ccceuu... 184,331 9.4 78,186 4.0 97,733 5.0
Lafayette Ambassador Bank............. 154,817 10.8 57,132 4.0 71,416 5.0

N/A — Not applicable as "well capitalized" applies to banks only.
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2013

For Capital
Actual Adequacy Purposes Well Capitalized
Amount Ratio Amount Ratio Amount Ratio

(dollars in thousands)
Total Capital (to Risk-Weighted Assets):

Corporation ..........cceeueeveeeveereenveeeennenns $1,987,737 15.0% $1,056,974 8.0% N/A N/A
Fulton Bank, N.A.........ccoovvviireeneennen. 1,053,214 13.1 641,218 8.0 801,523 10.0%
Fulton Bank of New Jersey................ 343,341 13.8 199,120 8.0 248,900 10.0
The Columbia Bank ..............ccoc......... 215,648 15.4 111,675 8.0 139,594 10.0
Lafayette Ambassador Bank.............. 155,475 14.2 87,566 8.0 109,458 10.0
Tier I Capital (to Risk-Weighted Assets):
Corporation ..........c.ecueeeeeveereesveereennenns $1,736,567 13.1 § 528,487 4.0% N/A N/A
Fulton Bank, N.A.........cocovveiiiieiennene 941,546 11.8 320,609 4.0 480,914 6.0%
Fulton Bank of New Jersey................ 308,210 12.4 99,560 4.0 149,340 6.0
The Columbia Bank ..............ccocu........ 198,135 14.2 55,837 4.0 83,756 6.0
Lafayette Ambassador Bank.............. 140,733 12.9 43,783 4.0 65,675 6.0
Tier I Capital (to Average Assets):
Corporation ..........ccecveeveeeveereesreereennenns $1,736,567 10.6 § 654,532 4.0% N/A N/A
Fulton Bank, N.A ........ccooovveviieeiennen. 941,546 10.0 375,647 4.0 469,558 5.0%
Fulton Bank of New Jersey................ 308,210 9.6 128,250 4.0 160,312 5.0
The Columbia Bank ..............ccocu........ 198,135 10.6 75,098 4.0 93,873 5.0
Lafayette Ambassador Bank.............. 140,733 10.1 55,563 4.0 69,454 5.0

N/A — Not applicable as "well capitalized" applies to banks only.

Dividend and Loan Limitations

The dividends that may be paid by subsidiary banks to the Parent Company are subject to certain legal and regulatory limitations.
Dividend limitations vary, depending on the subsidiary bank’s charter and primary regulator and whether or not it is a member of
the Federal Reserve System. Generally, subsidiaries are prohibited from paying dividends when doing so would cause them to
fall below the regulatory minimum capital levels. Additionally, limits may exist on paying dividends in excess of net income for
specified periods. The total amount available for payment of dividends by subsidiary banks was approximately $243 million as
of December 31, 2014, based on the subsidiary banks maintaining enough capital to be considered well capitalized, as defined
above.

Under current Federal Reserve regulations, the subsidiary banks are limited in the amount they may loan to their affiliates, including
the Parent Company. Loans to a single affiliate may not exceed 10%, and the aggregate of loans to all affiliates may not exceed
20% of each bank subsidiary’s regulatory capital.

U.S. Basel III Capital Rules

In July 2013, the Federal Reserve Board approved final rules (the U.S. Basel III Capital Rules) establishing a new comprehensive
capital framework for U.S. banking organizations and implementing the Basel Committee on Banking Supervision's December
2010 framework for strengthening international capital standards. The U.S. Basel III Capital Rules substantially revise the risk-
based capital requirements applicable to bank holding companies and depository institutions.

The new minimum regulatory capital requirements established by the U.S. Basel III Capital Rules became effective for the
Corporation on January 1, 2015, and become fully phased in on January 1, 2019.

When fully phased in, the U.S. Basel Il Capital Rules will require the Corporation and its bank subsidiaries to:

* Meet a new minimum Common Equity Tier 1 capital ratio of 4.50% of risk-weighted assets and a minimum Tier 1 capital
of 6.00% of risk-weighted assets;

 Continue to require the current minimum Total capital ratio of 8.00% of risk-weighted assets and the minimum Tier 1
leverage capital ratio of 4.00% of average assets;
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* Maintain a "capital conservation buffer" of 2.50% above the minimum risk-based capital requirements, which must be
maintained to avoid restrictions on capital distributions and certain discretionary bonus payments; and

» Comply with a revised definition of capital to improve the ability of regulatory capital instruments to absorb losses.
Certain non-qualifying capital instruments, including cumulative preferred stock and trust preferred securities, will be
excluded as a component of Tier 1 capital for institutions of the Corporation's size.

The U.S. Basel III Capital Rules use a standardized approach for risk weightings that expand the risk-weightings for assets and
off-balance sheet exposures from the current 0%, 20%, 50% and 100% categories to a much larger and more risk-sensitive number
of categories, depending on the nature of the assets and off-balance sheet exposures and resulting in higher risk weights for a
variety of asset categories.

As of December 31, 2014, the Corporation believes its current capital levels would meet the fully-phased in minimum capital
requirements, including capital conservation buffers, as prescribed in the U.S. Basel III Capital Rules.

Regulatory Enforcement Orders

In July 2014, three wholly owned banking subsidiaries of the Corporation, Fulton Bank, N.A., Swineford National Bank and FNB
Bank, N.A., each entered into a Stipulation and Consent to the Issuance of a Consent Order with their primary federal banking
regulatory agency, the Office of the Comptroller of the Currency (OCC), consenting to the issuance by the OCC of a Consent
Order (collectively, together with each Stipulation and Consent to the Issuance of a Consent Order, the OCC Consent Orders).
The OCC Consent Orders relate to identified deficiencies in a centralized Bank Secrecy Act and anti-money laundering compliance
program (the BSA/AML Compliance Program), which was designed to comply with the requirements of the Bank Secrecy Act,
the USA Patriot Act of2001 and related anti-money laundering regulations (collectively, the BSA/AML Requirements), as disclosed
by the Corporation in a Current Report on Form 8-K filed with the SEC on July 18, 2014. The OCC Consent Orders require,
among other things, that the banking subsidiaries review, assess and take actions to strengthen and enhance their the BSA/AML
Compliance Program, including elements of the BSA/AML Compliance Program relating to: internal controls designed to ensure
compliance with the BSA/AML Requirements; the periodic risk assessment process relating to the BSA/AML Requirements;
customer due diligence procedures; enhanced due diligence procedures for higher-risk customers; procedures for monitoring for,
identifying, investigating and reporting suspicious activity, or known or suspected violations of law; the qualifications and
sufficiency of staff responsible for carrying out the BSA/AML Compliance Program; and training related to the BSA/AML
Requirements.

In September 2014, the Corporation and its wholly owned banking subsidiary, Lafayette Ambassador Bank (Lafayette), entered
into a Cease and Desist Order Issued Upon Consent (the Cease and Desist Order) with their primary federal banking regulatory
agency, the Board of Governors of the Federal Reserve System (the FRB), as disclosed by the Corporation in a Current Report on
Form 8-K filed with the SEC on September 9, 2014. The Cease and Desist Order relates to identified deficiencies in the BSA/
AML Compliance Program, which was designed to comply with the BSA/AML Requirements. The requirements of the Cease
and Desist Order are similar to the requirements of the OCC Consent Orders. In addition, the Cease and Desist Order requires,
among other things, that the Corporation engage an independent third-party firm to conduct a comprehensive assessment of the
BSA/AML Compliance Program, and that Lafayette engage an independent third-party firm to conduct a retrospective review of
account and transaction activity from January 1, 2014 to June 30, 2014 associated with high-risk customers to determine whether
suspicious activity was properly identified and reported in accordance with the BSA/AML Requirements. Based on the results of
this transaction review, the FRB may require a review of transactions for additional time periods.

As disclosed by the Corporation in a Current Report on Form 8-K filed with the SEC on December 29, 2014, in December 2014,
The Columbia Bank (Columbia), a wholly-owned banking subsidiary of the Corporation, entered into a Stipulation and Consent
to the Issuance of a Consent Order with the Federal Deposit Insurance Corporation (the FDIC) consenting to the issuance by the
FDIC of a Consent Order (the FDIC Consent Order). In addition, Columbia entered into a Stipulation and Consent to the Issuance
of'a Consent Order with the Commissioner of Financial Regulation for the State of Maryland (the Commissioner), consenting to
the issuance by the Commissioner of a Consent Order, and an Acknowledgement of Adoption of FDIC Consent Order by the
Commissioner of Financial Regulation, pursuant to which, the Commissioner and Columbia agreed that, upon issuance of the
FDIC Consent Order, the FDIC Consent Order shall be binding between the Commissioner and Columbia with the same legal
effect as if the Commissioner had issued a separate Consent Order that included all of the provisions of the FDIC Consent Order.
The FDIC Consent Order relates to identified deficiencies in the BSA/AML Compliance Program, which was designed to comply
with the BSA/AML Requirements. The requirements of the FDIC Consent Order are similar to the requirements of the OCC
Consent Orders and the Cease and Desist Order. In addition, the FDIC Consent Order requires, among other things, that: (i) the
Board of Directors of Columbia designate a permanent, qualified and experienced Bank Secrecy Act officer that: is acceptable to
the FDIC and the Commissioner; reports monthly to the Board of Directors of Columbia; and is provided with sufficient authority

103



and resources to implement the BSA/AML Compliance Program; and (ii) Columbia conduct a retrospective review of currency
transaction aggregation reports and Currency Transaction Reports from May 1, 2013 through the effective date of the FDIC Consent
Order to determine whether transactions by a common conductor were properly identified and reported.

On February 25, 2015, Fulton Bank of New Jersey (FBNJ), the Corporation’s sixth wholly owned banking subsidiary, entered
into a Stipulation and Consent to the Issuance of a Consent Order with the FDIC consenting to the issuance by the FDIC of a
Consent Order (the 2015 FDIC Consent Order). In addition, on February 25, 2015, FBNJ entered into a Consent Order with the
Commissioner of Banking and Insurance for the State of New Jersey (the New Jersey Consent Order and, together with the FDIC
Consent Order, the 2015 Consent Orders). The 2015 Consent Orders impose substantially identical requirements and relate to
identified deficiencies in the BSA/AML Compliance Program, which was designed to comply with the BSA/AML Requirements.
The requirements of the 2015 Consent Orders are similar to the requirements of the FDIC Consent Order, except that FBNJ is
required to review and enhance its periodic risk assessment process relating to the BSA/AML Requirements, and FBNJ is not
required to conduct a retrospective review of past currency transaction aggregation reports and Currency Transaction Reports. See
Part II, Item 9B "Other Information" for additional information regarding the 2015 Consent Orders.

NOTE L - INCOME TAXES

The components of the provision for income taxes are as follows:

2014 2013 2012
(in thousands)

Current tax expense (benefit):

FEACTAL ..ottt $ 32,957 $ 38,573 § 41,151
N2 (PSP 1,126 687 (557)
34,083 39,260 40,594
Deferred tax expense (benefit):
FEATAL ...oeiviiieiieiiieeeee ettt bbbttt seeneete s enens 18,523 15,357 17,007
STALE .ttt ettt ettt et b ettt ettt a bt eaesae b bt sae et be e — (3,532) —
18,523 11,825 17,007
INCOME AX EXPEISE ..vrvvverrereeereseresseseesessesessesessesessesassesessesassessssessssassssessesessesaneas $ 52,606 $ 51,085 $ 57,601

The differences between the effective income tax rate and the federal statutory income tax rate are as follows:

2014 2013 2012

StAtULOTY TAX TALE ..c.euveiieiieiiiiietieie ittt sttt ettt s st s nenent 35.0% 35.0% 35.0%
TaX-EXCMPE INCOMIC. ....euveeueeeeienieetieeeetterteeieeste et e et eeeesteeeeesbeenee st entesseeneeeseeneeeneeneas 5.4) (5.2) (5.0)
Low income housSing iNVEStMENTS........c.ccueerveeierrerierieeierreetesieeaesseessesseessesseensenns “4.9) 4.9) 4.4)
Change in valuation alloWancCe .............cceecuevueeieieeieiieieeeereeeere e 0.8) 2.0) (0.6)
Bank owned life iNSUIANCE..........cecviieieeciieiieeieecie et eeee et e eeee e e saeeveesbaeeaeesenas 0.5) (0.5) (0.8)
State income taxes, net of federal benefit .............occvvvveviiiviiiiiiiiiccieeeeeeeeee 1.2 1.1 0.6
EXECutive COMPENSALION ...c..evitiiiiiieierieieieietettetteteeteeteetesbestesbessessensensensennenes 0.1 0.1 0.5
Non-deductible GOOAWill..........cciiiiiiiieieeeeeee e — — 0.9
(011113 i 4 1< PR 0.3 04 0.3
Effective INCOME taX TALE .....eovviiieiiiierieeiereeereeet ettt 25.0% 24.0% 26.5%
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The net deferred tax asset recorded by the Corporation is included in other assets and consists of the following tax effects of
temporary differences as of December 31:

2014 2013
(in thousands)

Deferred tax assets:

ATOWANCE TOI CTEAIE LOSSES ..uvvviieiiieieiiieeteie ettt e et e eenae e e eaaeesenaeeeennes S 68,407 $ 75,525
Postretirement and defined benefit plans ...........ccoceoieieiiiiiniiieneeeee e 16,017 9,561
State 10SS CAITYTOTWALAS .....ccveevieiieiieiieieeeee ettt sttt sttt e e st e saesneenneennes 12,960 13,724
Deferred COMPENSAION.......ecveiuieieitieiertieteeteeteeteesteeseesseeseesseeaesseessesseessesseessesseessenseessesseenes 12,486 12,099
Other-than-temporary impairment of INVEStMENTS .........cceeruieieriereiieie et 8,126 10,378
Other aCCIUEA EXPEIISES .....vveuvreuieeienierseeiereetesteeteeseeseentesseessesseensesseensesssensesssenseensenseensesseenes 7,335 9,987
Unrealized holding losses on securities available for sale ..........ccccoovvevivieniicieneeieceeieeee, — 13,922
OBNET ..ttt ettt ettt e st et e e te et e e te et e eas e aeeaaeeaeenaeereenteensenbeeraeteenseteenseeneenns 8,433 10,850
Total gross deferred taX ASSELS.......cuevirrierierierieieeiete ettt et e ae e aeseeesesneens 133,764 156,046
Deferred tax liabilities:
Mortgage SErVICING TIZIES ....eeueitiiiiitieiete ettt ettt et e e 15,004 15,118
DIECE LRASINEG ... .veeuveeeenieeiieste ettt et e st ete st et e e et e e eseenseeseenseeneessesneeseenseseensenseensenseensenseensenneenes 12,399 7,948
Acquisition premiums/diISCOUNLS .........c.ecvecieeieriierierteeeesteeeesiesee e saesseessesseessesseessesseessesseenns 8,200 7,631
Premises and EqUIPIMENT ..........eiutiiiitieiertieie ettt ettt ettt et ettt et et e sbeesee bt ente b en e bt eneeeneenee 7,897 9,864
Unrealized holding gains on securities available for sale ............coccoevinineneinniininicncnene, 3,949 —
INtANGIDIE @SSELS. .. eeuvierieriietiertieieiteete st ete st ete et eteeteesteeseesseesaesseessesseessesssesseessenseesseseensenseenes 1,382 1,498
ORI .ottt ettt ettt ettt ettt e b e ettt e e raeereerae e reeabeeaeebeeraebeets e teenteereenns 7,960 4,112
Total gross deferred tax labilities ........cceeververieiierieieeieeeiete et eeeens 56,791 46,171
Net deferred tax asset, before valuation alloWance..............oocvevvvveieeveieicieeeeeeeeeeeeee 76,973 109,875
Valuation AllOWANCE .........eecieiiieriieeieeitieeteesieesteesteesreesteeeaeestaesseeseessseessaessseenssensseenses (10,187) (11,880)
Net deferTed taX @SSEL......ccvieiierieiecte et ete ettt ettt ettt ettt et e et reeaeeete e e ereeneeeaeennes $ 66,786 $ 97,995

In assessing the realizability of deferred tax assets, management considers whether it is more likely than not that some or all of
the deferred tax assets will not be realized. The ultimate realization of deferred tax assets is dependent upon the generation of
future taxable income and/or capital gain income during periods in which those temporary differences become deductible.
Management considers the scheduled reversal of deferred tax liabilities, projected future taxable income and tax planning strategies,
such as those that may be implemented to generate capital gains, in making this assessment.

The valuation allowance relates to state deferred tax assets and net operating loss carryforwards for which realizability is uncertain.
As of December 31, 2014 and 2013, the Corporation had state net operating loss carryforwards of approximately $451 million
and $475 million, respectively, which are available to offset future state taxable income, and expire at various dates through 2034.

The Corporation has $8.2 million of deferred tax assets resulting from unrealized other-than-temporary impairment losses on
investment securities, which would be characterized as capital losses for tax purposes. If realized, the income tax benefits of these
potential capital losses can only be recognized for tax purposes to the extent of capital gains generated during carryback and
carryforward periods. Other deferred tax assets include $3.1 million related to realized capital losses on sales of investment
securities that have not been deducted on tax returns as there were no capital gains available for offset in the current or carryback
periods. These losses will begin to expire in 2016. If sufficient capital gains are not realized during this period, some or all of this
deferred tax asset may need to be written off through a charge to income tax expense. The Corporation has the ability to generate
sufficient offsetting capital gains in future periods through the execution of certain tax planning strategies, which may include the
sale and leaseback of some or all of its branch and office properties. As such, no valuation allowance for the deferred tax assets
related to the realized or unrealized capital losses is considered necessary as of December 31, 2014.

Based on the level of historical taxable income and projections for future taxable income over the periods in which the deferred

tax assets are deductible, management believes it is more likely than not that the Corporation will realize the benefits of its deferred
tax assets, net of the valuation allowance, as of December 31, 2014.
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Uncertain Tax Positions

The following summarizes the changes in unrecognized tax benefits for the years ended December 31:

2014 2013 2012
(in thousands)
Balance at beginning Of YEAr..........ccocivieviiiiiiiiiicictieicteeee ettt $ 1651 $ 1453 $§ 9,438
Prior period taX POSILIONS ......cceerviriertieieirieteeteeeesteetesteeeesteesesteessesseessesssesseessesseesseseenns 188 — (378)
Current period taX POSIEIONS .....c.euereteieuiririetererteeteetestestetestentetenteteneeneenesueeseeresuesnenes 269 318 203
Settlement with taxing AUtNOTILY ........covveieriieieri e — — (7,171)
Lapse of statute of HMItAtIONS ......cceeeieieiriiiitietietesie sttt ettt ebe e b e e (164) (120) (639)
Balance at nd Of YEAT ......ocviiiiieieieieeeee ettt $ 1944 $§ 1,651 $ 1,453

Virtually all of the Corporation’s unrecognized tax benefits are for positions that are taken on an annual basis on state tax returns.
Increases to unrecognized tax benefits will generally occur as a result of accruing for the nonrecognition of the position for the
current year. Decreases will occur as a result of the lapsing of the statute of limitations for the oldest outstanding year which
includes the position. These offsetting increases and decreases are likely to continue in the future, including over the next twelve
months. While the net effect on future total unrecognized tax benefits cannot be reasonably estimated, approximately $64,000 is
expected to reverse in 2015 due to lapsing of the statute of limitations. Decreases can also occur through the settlement of a position
with the taxing authority.

The $188,000 increase for prior period tax positions in 2014 resulted from changes in state case law, which impacted the estimated
amount of positions taken in prior years that will ultimately be recognized.

As of December 31, 2014, if recognized, all of the Corporation’s unrecognized tax benefits would impact the effective tax rate.
Not included in the table above is $640,000 of federal tax expense on unrecognized state tax benefits which, if recognized, would
also impact the effective tax rate. Interest accrued related to unrecognized tax benefits is recorded as a component of income tax
expense. Penalties, if incurred, would also be recognized in income tax expense. The Corporation recognized approximately
$47,000 of interest and penalty expense, net of reversals, in income tax expense related to unrecognized tax positions in 2014.
The Corporation recognized as a benefit approximately $3,000 and $84,000 of interest and penalties in income tax expense related
to unrecognized tax positions in 2013 and 2012, respectively, as a result of reversals exceeding current period expenses. As of
December 31, 2014 and 2013, total accrued interest and penalties related to unrecognized tax positions were approximately
$485,000 and $439,000, respectively.

The Corporation and its subsidiaries file income tax returns in the federal and various state jurisdictions. In most cases, unrecognized
tax benefits are related to tax years that remain subject to examination by the relevant taxing authorities. With few exceptions, the
Corporation is no longer subject to federal, state and local examinations by tax authorities for years before 2011.

NOTE M - EMPLOYEE BENEFIT PLANS

The following summarizes the Corporation’s expense under its retirement plans for the years ended December 31:

2014 2013 2012
(in thousands)
401(K) Retirement PIAN ............ccooviiiuiieriieiiieeieeeeieteteet et eseas s e $ 8,643 § 11,807 $ 11,983
Pension PIan ..........ooooouiviiiiiiiie e 1,514 2,477 1,834

$ 10,157 § 14,284 § 13,817

401 (k) Retirement Plan — A defined contribution plan that includes two contribution features:

*  Employer Profit Sharing — elective contributions based on a formula providing for an amount not to exceed 5% of each
eligible employee’s covered compensation. Employees hired after July 1, 2007 are not eligible for this contribution.
Beginning January 1, 2015, the Corporation suspended all contributions to the plan.

*  401(k) Contributions — eligible employees may defer a portion of their pre-tax covered compensation on an annual basis,
with employer matches of up to 5% of employee contributions. Employee and employer contributions under these features
are 100% vested.
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Defined Benefit Pension Plan — Contributions to the Corporation’s defined benefit pension plan (Pension Plan) are actuarially
determined and funded annually, if necessary. The Corporation recognizes the funded status of its Pension Plan and postretirement
benefits plan on the consolidated balance sheets and recognizes the changes in that funded status through other comprehensive
income. See the heading “Postretirement Benefits” below for a description of the Corporation’s postretirement benefits plan.

Pension Plan

The net periodic pension cost for the Pension Plan, as determined by consulting actuaries, consisted of the following components
for the years ended December 31:

2014 2013 2012
(in thousands)
SEIVICE COSE (1)vrurariieuiiiieiiteiiiteeeteetetetete et ete et te et etesseteesessesessesessesessesessesesesesneseas $ 367 $ 202 $ 157
INEEIEST COST cunnnriiiiiiiiiieii ettt e e et e e e et e e e e eeare e e e e eeentareeessennnnnes 3,413 3,087 3,223
EXpected return 0N @SSELS ........ecueeeeruieiertieieetiesieeteeteentesueeneesaeeneesseeneesseennesneeneeens (3,240) (3,194) (3,230)
Net amortization and deferral.............cc.ooovvviiiiiiiiiiiieceee e 974 2,382 1,684
Net PEriodic PENSION COSE....everirieirieirieieteieteietertetetesesteseseesessesessesessesessensesenense $ 1,514 $ 2,477 $ 1,834

(1) The Pension Plan was curtailed effective January 1, 2008. Pension plan service cost for all years presented was related to administrative costs associated
with the plan and not due to the accrual of additional participant benefits.

The following table summarizes the changes in the projected benefit obligation and fair value of plan assets for the plan years
ended December 31:

2014 2013
(in thousands)
Projected benefit obligation at beginning Of YEar...........ceeieiieriieiieiieiecieie et enees $ 73,362 $ 84,032
SEIVICE COST.cuvutuieuieuietietiett ettt ettt ettt ettt et es e st e s e st eb e eb e e bt eb e b e s b st et e b e st et en b e st enteneeneeneebeebesbentens 367 202
NS o A o0 1] PR SRPRRRY 3,413 3,087
Benefit PAYIMEILS .....ecuieiieiieiieiecieeiee ettt ettt ettt ettt e sse et e st e et e st eenseeseenseeneenseeneeseeneenneennas (5,164) (3,009)
Change due to change in aSSUMPLIONS ........ccvervierverierieeierteeiesteeeesteesesseessesseessesseessesssessessaessesseens 22,055 (10,773)
EXPETICIICE ZAIN ...ttt ettt ettt ettt b et e s bt e e s b e m e e b e et e ebee bt eneenaeeneenaeeneas 954) (177)
Projected benefit obligation at end Of Year..........cceecieviiiiieiieieiieieceeeeee e $ 93,079 $ 73,362
Fair value of plan assets at beginning Of Year...........ccocoooiiiiiiiiiiiiiiiie e $ 55,448 $ 54,772
ACTUAL TETUIT O @SSEES....uvieiurieiieiereetieeiteeiteeetteesteeeseeteesbeesseeseseesseessseeseessseeseessseassessseenssessseanses 1,446 3,685
BENETit PAYIMICIILS .....eevieveiiieitieieiteeieet et e et ete et eteeteesteeseesseessesseessesseessessaessenssesseessensesssessenssessennens (5,164) (3,009)
Fair value of plan assets at end 0f Year........ccoviiiiiiiiiieiee e $ 51,730 $ 55,448

The following table presents the funded status of the Pension Plan, included in other liabilities on the consolidated balance sheets,
as of December 31:

2014 2013
(in thousands)
Projected benefit ODIIZALION .......ccoieuiiiieietiete ettt ettt st ettt et et eneeneeneeneenes $ (93,079 § (73,362)
Fair value Of Plan @SSELS.......c.eeiieiiriiieieiieiee ettt ettt ettt ne et e st e ne e naeeneas 51,730 55,448
FUNAEA SEALUS ...ttt ettt ete e et esteeatesbeesaesaeessesseessesseessesseensaessenseensensesnsensenneas $ (41,349) §$ (17,914)
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The following table summarizes the changes in the unrecognized net loss included as a component of accumulated other
comprehensive loss:

Unrecognized Net Loss
Gross of tax Net of tax
(in thousands)

Balance as of December 31, 2012 ......oooviiiiiiieeeie e et ee e e enneean $ 29,984 $ 19,490
Recognized as a component of 2013 periodic PenSion COSt ........c.evieieriereerieeriereerieseesieseesieeenens (2,382) (1,548)
Unrecognized gains arising in 2013 ........ooiiiiiiiiioiei ettt st (11,441) (7,437)
Balance as of December 31, 2013 ......oooiiiiiiiiiieece ettt st 16,161 10,505
Recognized as a component of 2014 periodic PensSion COSt .........c.ereerrerreerrerierreereerreeeesseenesseennes 974) (633)
Unrecognized losses arising in 2014 ..........ooiiiiiiiiiet et 22,895 14,882
Balance as of December 31, 2014 .......oovoiiieiieeeee e e e e naeean $ 38,082 $ 24,754

The total amount of unrecognized net loss that will be amortized as a component of net periodic pension cost in 2015 is expected
to be $3.6 million.

The following rates were used to calculate net periodic pension cost and the present value of benefit obligations as of December 31:

2014 2013 2012
Discount rate-projected benefit obligation...........cccecveiririiininenesiseseeee 3.75% 4.75% 3.75%
Expected long-term rate of return on plan assets.......c..coceeerervenenenecnieneeneeceene. 6.00% 6.00% 6.00%

AsofDecember 31,2014, 2013 and 2012, the discount rate used to calculate the present value of benefit obligations was determined
using the Citigroup Average Life discount rate table, as adjusted based on the Pension Plan's expected benefit payments and
rounded to the nearest 0.25%.

As of December 31, 2014, the mortality table used to calculate the present value of benefit obligations was determined using the
RP-2014 White Collar Mortality Table, compared to the IRS 2014 Static Mortality Table as of December 31, 2013.

The 6.00% long-term rate of return on plan assets used to calculate the net periodic pension cost was based on historical returns,
adjusted for expectations of long-term asset returns based on the December 31, 2014 weighted average asset allocations. The
expected long-term return is considered to be appropriate based on the asset mix and the historical returns realized.

The following table presents a summary of the fair values of the Pension Plan’s assets as of December 31:

2014 2013
Estimated % of Total Estimated % of Total
Fair Value Assets Fair Value Assets
(dollars in thousands)
Equity mutual funds ...........ccooeveirieinieieeeeeeceeeeeeee e $ 8,503 $ 5,382
Equity common trust funds ...........ccevevieriicienincieneeieeeies 6,018 8,418
EQUItY SECUITLIES ..euveviieieieieieieienieicee ettt 14,521 28.1% 14,300 25.8%
Cash and money market funds ...........ccceeevecievinininininininenne 8,957 10,574
Fixed income mutual funds .............coooviiiiiiieniiiieeeeeceeeeeeeeens 9,845 9,579
Corporate debt SECUITHIES .....ccuevueeiereieierierie e 4,971 7,815
U.S. Government agency SECULILIES........everveererurerverreeruerneenaennees 3,856 3,938
Fixed income securities and cash ...........cccoocvvvveveivcveeinnnnnn. 27,629 53.4% 31,906 57.5%
Other alternative investment funds...........ccccvvveeieivveieiiiiiiieeeeenns 9,580 18.5% 9,242 16.7%
$ 51,730 100.0% $ 55,448 100.0%

Investment allocation decisions are made by a retirement plan committee. The goal of the investment allocation strategy is to
match certain benefit obligations with maturities of fixed income securities. Pension Plan assets are invested with a conservative
growth objective, with target asset allocations of approximately 25% in equities, 55% in fixed income securities and cash and
20% in alternative investments. Alternative investments may include managed futures, commodities, real estate investment trusts,
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master limited partnerships, and long-short strategies with traditional stocks and bonds. All alternative investments are in the form
of mutual funds, not individual contracts, to enable daily liquidity.

The fair values for all assets held by the Pension Plan, excluding equity common trust funds, are based on quoted prices for identical
instruments and would be categorized as Level 1 assets under FASB ASC Topic 810. Equity common trust funds would be
categorized as Level 2 assets under FASB ASC Topic 810.

Estimated future benefit payments are as follows (in thousands):

Year
D015 oo e eeee et e ettt e e e e e e e e e e s e e s e eee s eeereens $ 2,889
D016 v eeeeeeeeeeee e e e ee e e e s ettt e e ettt e e s s e e e s ereees 3,123
D017 oo e ee e et e e e s e e s ereenn 3,388
DOT8 oo eeeeeeeeeeeeeeeeeeeee e eesseseee e e eeeeee e s e e e e e et et ee e e ee s e e 3,758
D019 oo e eeee e eee e ee e et sttt e e e s e s eee s ereeen 3,881
D020 — 2024 1-ovveo oo e et s e ee e 23,574

$ 40,613

Postretirement Benefits

The Corporation provides medical benefits and life insurance benefits under a postretirement benefits plan (Postretirement Plan)
to certain retired full-time employees who were employees of the Corporation prior to January 1, 1998. Prior to February 1, 2014
certain full-time employees became eligible for these discretionary benefits if they reached retirement age while working for the
Corporation.

Effective February 1, 2014, the Corporation amended the Postretirement Plan, making all active full-time employees ineligible
for benefits under this plan. As a result of this amendment, the Corporation recorded a $1.5 million curtailment gain as a reduction
to salaries and employee benefits in 2014, as determined by consulting actuaries. The curtailment gain resulted from the recognition
of the remaining pre-curtailment prior service cost as of December 31, 2013. In addition, this amendment resulted in a $3.4 million
decrease in the accumulated postretirement benefit obligation and a corresponding increase in unrecognized prior service cost
credits.

The components of the expense for postretirement benefits other than pensions are as follows:

2014 2013 2012
(in thousands)
SEIVICE COSE cuvtiureerieitieeieerteeeiteeeteeeiteessaeeseessseasseeseassseeseessseaseessseesssessssaseesssesnns $ 15 $ 228 $ 211
INEEIEST COSL .veuviriiiiieiieiietieieie ettt ettt ste e s te et et e b e ssa e b e eseenseesaesseesnenseenseneas 206 322 346
Expected return on plan @SSEES .........coeruerierierienieieieiieieeteete ettt st see et seeseenaens — (1) 2)
Net amortization and deferral...........ccocvevieeiiiiiiiiiec e (347) (363) (363)
Net postretirement DENefit COSt ........oovrviiriiriiririiriiietieeteeieteeete et $ (126) $ 186 $ 192
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The following table summarizes the changes in the accumulated postretirement benefit obligation and fair value of plan assets
for the years ended December 31:

2014 2013
(in thousands)
Accumulated postretirement benefit obligation at beginning of year ............ccoccveeverveciereecrennennen. $ 8,169 $ 9,272
SEIVICE COSE.cuvnteuteuteuietietiett ettt ettt ettt ettt et es s e st e st eb e eb e e bt eb e b e s bt st et et e st et enbententeneenteneebeebesbestens 15 228
TIEEIEST COSE ..ottt ettt ettt ettt ettt e h et e ebt et ehe e bt eate bt e st e eaeemteeaeemeesaeensesueennesneenneeneens 206 322
BENefit PAYIMENLS .....cveiiiiiiiiicceieete ettt sttt ettt ettt (209) (230)
Experience gain (532) (423)
Change due to change in assumptions 1,261 (1,000)
ELTECt Of CUITAIIMENL .....ooiiiiiiiiiiieieeieee ettt eee et e e eeeeaeeeeeeseenaseeeesesnnseeesesnnseeessessnaeeeeesnn (3,358) —
Accumulated postretirement benefit obligation at end of year............ccoccveeveeieviiecienieieneeeeeeen, $ 5,552 $ 8,169
Fair value of plan assets at beginning of Year.........c.ccoecuevieiririenininineneeeeteee e $ 23 $ 45
Employer contributions 194 208
BEnefit PAYIMEGIILS .....eeieiiieieieeie ittt ettt ettt et ettt sttt e bt et et e st e bt et e e st et e ene e et eneenaeeneas (209) (230)
Fair value of plan assets at €nd Of YeaTr.........ccoccvevieiieriiiierieeceeeceee ettt $ 8 § 23

The following table presents the funded status of the Postretirement Plan, included in other liabilities on the consolidated balance
sheets as of December 31:

2014 2013
(in thousands)
Accumulated postretirement benefit obligation $ (5,552) $ (8,169)
Fair value of plan assets 8 23
FUNAEA SEALUS ...vevvevieeetiietiietect ettt ettt ettt et st e st sseseeseseesessesessesessesensesesesesesessanessanes $ (5,544) $ (8,146)

The following table summarizes the changes in items recognized as a component of accumulated other comprehensive loss:

Gross of tax

Unrecognized Unrecognized
Prior Service Net Loss
Cost (Gain) Total Net of tax
(in thousands)

Balance as of December 31, 2012.......c.couiiiiiinieieiirieiee ettt neesene $ (1,847) $ 297 $ (1,550) $ (1,008)
Recognized as a component of 2013 postretirement benefit Cost.........ccccvvecenneirinnccnne 363 _ 363 236
Unrecognized gains arising in 2013 ........c.coiiieuiiririiiiieieecrieieeeiee et _ (1,434) (1,434) (932)
Balance as of December 31, 2013 .. ..ot (1,484) (1,137) (2,621) (1,704)
Recognized as a component of 2014 postretirement benefit cost, before curtailment . 32 10 42 26
Unrecognized gains arising in 2014, prior to curtailment............c.cccveeevereenenenieencneenens — (313) (313) (203)
Curtailment GAIN.........c.c.ovueueiiiiieieiieietnieetet ettt es st eae st eaesesstsebesseeaesesssacaesesseacs 1,452 — 1,452 944
Recognized as a component of 2014 postretirement benefit cost, after curtailment ............ 235 70 305 199
Unrecognized gains arising in 2014, after curtailment ...........c.ccoeeriveeenreeninecseeees (3,358) 1,034 2,324) @,511)
Balance as of December 31, 2014.........coiiiiiiniiiiiictt ettt $ 3,123) $ (336) $ (3,459) $ (2,249)

For measuring the postretirement benefit obligation, the annual increase in the per capita cost of health care benefits was assumed
to be 6% in year one, declining to an ultimate rate of 5.5% by year two. This health care cost trend rate has a significant impact
on the amounts reported. Assuming a 1.0% increase in the health care cost trend rate above the assumed annual increase, the
accumulated postretirement benefit obligation would increase by approximately $430,000 and the current period expense would
increase by approximately $10,000. Conversely, a 1.0% decrease in the health care cost trend rate would decrease the accumulated
postretirement benefit obligation by approximately $380,000 and the current period expense by approximately $10,000.
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The following rates were used to calculate net periodic postretirement benefit cost and the present value of benefit obligations as
of December 31:

2014 2013 2012
Discount rate-projected benefit obligation............ccevuvviereriiereriienieienieieeieieene 3.75% 4.75% 3.75%
Expected long-term rate of return on plan assets..........ccceevvevveeeeneeieneeeeneenene 3.00% 3.00% 3.00%

As of December 31, 2014 and 2013, the discount rate used to calculate the accumulated postretirement benefit obligation was
determined using the Citigroup Average Life discount rate table, as adjusted based on the Postretirement Plan's expected benefit
payments and rounded to the nearest 0.25%.

As of December 31, 2014, the mortality table used to calculate the accumulated postretirement benefit obligation was determined
using the RP-2014 White Collar Mortality Table, compared to the IRS 2014 Static Mortality Table as of December 31, 2013.

Estimated future benefit payments under the Postretirement Plan are as follows (in thousands):

Year
D015 oo ettt s e e e s e ereene $ 404
2016 v eeeeeeeeeeee e eeee e e e e e e s et e e e et s e e et e et s s ee s e e s e ee s eeereeen 400
2017 et e ettt e e s e e s ereeee 392
20T oo e eee e e et e et e e e r e ereenn 389
2019 oo eeeee e e e e e e et e e e e s e s e eee s eeereees 384
D020 — 2024 1ovvoooe oo ettt s e s e e e 1,809
$ 3,778
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NOTE N - SHAREHOLDERS’ EQUITY

Accumulated Other Comprehensive Income (Loss)

The following table presents the components of other comprehensive income (loss) for the years ended December 31:

Before-Tax Net of Tax
Amount Tax Effect Amount
(in thousands)
$ 51,901 $ (18,167) $ 33,734
Reclassification adjustment for securities gains included in net income (1).........c.cccveieveverenenene. (2,041) 714 (1,327)
Non-credit related unrealized gains on other-than-temporarily impaired debt securities................ 1,200 (420) 780
Unrealized gain on derivative financial inStruments .................ccocoevieveriieiereeseereieeeeee e 209 (73) 136
Unrecognized pension and poStretireMent COSE ...........ouvuririririeiririeirerieieesieisesee e (20,258) 7,090 (13,168)
Reclass adjustment for postretirement plan gain included in net income (2)............cccceveveverennnene. (1,452) 508 944)
Amortization of net unrecognized pension and postretirement income (2)...........ccceveeeevererenennnns 627 (219) 408
Total Other Comprehensive INCOME..............ccocooveuiuieiciieiicieteieeeeeeeeeeee et $ 30,186 $ (10,567) $ 19,619
2013:
Unrealized 10SS 0N SECUTTHES. .............ocooviuiiieiieieeeeee ettt ee e et es s e s s essee s esenas $ (76,319) $ 26,712 $ (49,607)
Reclassification adjustment for securities gains included in net income (1).........ccocveeveveverenennne. (8,004) 2,801 (5,203)
Non-credit related unrealized gains on other-than-temporarily impaired debt securities................ 3,042 (1,065) 1,977
Unrealized gain on derivative financial inStruments ................cccoeveeevivreveecieeeeceiereeee e 209 (73) 136
Unrecognized pension and postretirement iNCOME ................c.eievererereerereeerereseresesesesesessesesessssesens 12,875 (4,506) 8,369
Amortization of net unrecognized pension and postretirement income (2)...........cceveeveveeernennne. 2,019 (707) 1,312
Total Other COMPIenenSiVe LOSS............cooviieieiiieiiiieieieieeeeeeeeeeeee ettt es e en s s s s enenees $ (66,178) $ 23,162 $ (43,016)
2012:
Unrealized Zain 0N SECUITHES ............cooviieiiiieiieeeeeeeeeee s s ees e ees e s s ses s s s s ens s esssenenesnanaes $ 2,414 $ 845) $ 1,569
Reclassification adjustment for securities gains included in net income (1).........cococveeveveverennennne. (3,026) 1,059 (1,967)
Non-credit related unrealized gains on other-than-temporarily impaired debt securities................ 2,046 (716) 1,330
Unrealized gain on derivative financial inStruments ................coccoeveeevivieieieieceereeeeeee e 209 (73) 136
Unrecognized pension and poStretireMent COSt ...........c.eirrieriiriereririeretesiesereeseeesesesesesessesesesesesenas (6,470) 2,263 (4,207)
Amortization of net unrecognized pension and postretirement income (2)...........ccceveevevereernennnns 1,321 (462) 859
Total Other COmPIrehensive LOSS............cocviioiiiiiiiiiiieeeieeeeeteeeee et es s s s s s ennas $ (3,506) $ 1,226 $ (2,280)

M
@

Amounts reclassified out of accumulated other comprehensive income. Before-tax amounts included within "Investment securities gains, net" on the

consolidated statements of income. See Note C, "Investment Securities," for additional details.

Amounts reclassified out of accumulated other comprehensive income. Before-tax amounts included within "Salaries and employee benefits" on the

consolidated statements of income. See Note M, "Employee Benefit Plans," for additional details.
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The following table presents changes in each component of accumulated other comprehensive income (loss), net of tax, for the
years ended December 31:

Unrealized Unrealized
Gain Non-Credit Unrealized
(Losses) on Gains Effective
Investment (Losses) on Portions of
Securities Other-Than- Unrecognized Losses on
Not Other- Temporarily Pension and Forward-
Than- Impaired Postretirement Starting
Temporarily Debt Plan Income Interest Rate
Impaired Securities (Cost) Swaps Total
(in thousands)

Balance as of December 31, 2011 ............ccoioviiiiieeieeeceeeeeee e $ 27,054 $ (1,011) $ (15,134) $ (2,954) $ 7,955
Current-period other comprehensive income (10SS) .........oceveveveeeiriereirireenne. 1,275 1,624 (4,207) — (1,308)
Amounts reclassified from accumulated other comprehensive income (loss). (1,967) — 859 136 (972)
Balance as of December 31, 2012 ..........c.ccoooiriviiiieieiieeeeees e 26,362 613 (18,482) (2,818) 5,675
Other comprehensive income (loss) before reclassifications........................... (49,607) 1,977 8,369 — (39,261)
Amounts reclassified from accumulated other comprehensive income (loss). (4,265) (938) 1,312 136 (3,755)
Balance as of December 31, 2013 ............coooioviiieieeceeeeeeeeee e (27,510) 1,652 (8,801) (2,682) (37,341)
Other comprehensive income (loss) before reclassifications........................... 33,734 780 (14,112) — 20,402
Amounts reclassified from accumulated other comprehensive income (loss). (244) (1,083) 408 136 (783)
Balance as of December 31, 2014 ...........ccoviiieiiiriirieeeee s $ 5980 $ 1,349 $ (22,505) $ (2,546) $ (17,722)

Common Stock Repurchase Plans

In January 2013, the Corporation announced that its board of directors had approved a share repurchase program pursuant to which
the Corporation was authorized to repurchase of up to 8.0 million shares, or approximately 4.0% of its outstanding shares, through
June 30, 2013. During 2013, the Corporation repurchased 8.0 million shares, completing this repurchase program.

In October 2013, the Corporation announced that its board of directors had approved a share repurchase program pursuant to
which the Corporation was authorized to repurchase up to 4.0 million shares, or approximately 2.1% of its outstanding shares,
through March 2014. During the first quarter of 2014, the Corporation repurchased 4.0 million shares under this repurchase program
at an average cost of $12.45 per share, completing this repurchase program on February 19, 2014.

In May 2014, the Corporation announced that its board of directors had approved a share repurchase program pursuant to which
the Corporation was authorized to repurchase up to 4.0 million shares, or approximately 2.1% of its outstanding shares, through
December 31,2014. During the third quarter of 2014, the Corporation repurchased 4.0 million shares under this repurchase program
at an average cost of $11.36 per share, completing this repurchase program on August 25, 2014.

In November 2014, the Corporation entered into an accelerated share repurchase agreement (ASR) with a third party to repurchase
$100 million of shares of its common stock. Under the terms of the ASR, the Corporation paid $100 million to the third party in
November 2014 and received an initial delivery of 6.5 million shares, representing 80% of the shares expected to be delivered
under the ASR, based on the closing price for the Corporation’s shares on November 13, 2014. The final number of shares to be
repurchased under the ASR will depend upon the daily volume-weighted average prices of the Corporation’s shares, less a discount,
over the term of the ASR. The ASR contains customary terms for such transactions, including mechanisms to determine the number
of shares or the amount of cash that will be delivered at settlement, circumstances under which adjustments may be made to the
transaction, circumstances under which the transaction may be terminated prior to its scheduled maturity and customary
representations and warranties made by the parties. Final settlement of the ASR is scheduled for no later than April 17, 2015, and
may occur earlier at the option of the third party.
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NOTE O - STOCK-BASED COMPENSATION PLANS

The following table presents compensation expense and related tax benefits for all equity awards recognized in the consolidated
statements of income:

2014 2013 2012
(in thousands)
COMPENSALION EXPENSE....o.viurrieeerirreressereiseseesesesessesessessesesesesessesessesessessasessesesases $ 5,865 $ 5330 $ 4,834
TAX DENETIL ... .eeeeeeeeeeeeeeeee e eeeeeeeeeeeeeeeseeeeeseese e (1,608) (1,475) (1,253)
Stock-based compensation, Net Of taX.........cceeverierierieriecieieieieeee e saenns $ 4,257 $ 3,855 §$ 3,581

The tax benefit shown in the preceding table is less than the benefit that would be calculated using the Corporation’s 35% statutory
federal tax rate. Tax benefits are only recognized over the vesting period for awards that ordinarily will generate a tax deduction
when exercised, in the case of non-qualified stock options, or upon vesting, in the case of restricted stock. The Corporation did
not grant any non-qualified stock options in 2014. Non-qualified stock options granted in 2013 and 2012 were 50,000 and 15,000
non-qualified stock options, respectively.

The following table presents compensation expense and related tax benefits for restricted stock awards, RSUs and PSUs recognized
in the consolidated statements of income, and included as a component of total stock-based compensation within the preceding
table:

2014 2013 2012
(in thousands)
COMPENSALION EXPEIISE .....eveviriariereireereesessessesessessessessessesseseassessesessessessessessessenses $ 4345 §$ 3,705 $ 3,506
TAX DEIEEIE. ..o eeeeeeeeeee e eeeeeeeeeee e eeeeese e eeeesee e eeseeeeee s (1,510) (1,297) (1,227)
Restricted stock compensation, NEt OF taX.........ocveirveiireiereeereeereieeeeeeiereeereneane $ 2,835 § 2,408 $ 2,279

The following table provides information about stock option activity for the year ended December 31, 2014:

Weighted
Weighted Average Aggregate
Average Remaining Intrinsic
Stock Exercise Contractual Value
Options Price Term (in millions)
Outstanding as of December 31, 2013 .........cccooveciereecienieeienenns 5,567,701 $ 13.25
GIanted.......ccoooeveiieeieeeeee et eaee e 288,626 12.61
EXEICISEA ..ottt (215,047) 9.62
FOrfeited .......oooveviieieiieieceee e (435,502) 14.73
EXPIFEd ..ottt (903,314) 14.95
Outstanding as of December 31, 2014 .........ccooirieiirieiieieee 4,302,464 $ 12.89 4.4 years $ 4.5
Exercisable as of December 31, 2014 ........ccooovivviivieiieeieenn. 3,546,500 $ 13.13 3.5years $ 4.0

The following table provides information about nonvested stock options, restricted stock, RSUs and PSUs granted under the
Employee Option Plan and Directors' Plan for the year ended December 31, 2014:

Nonvested Stock Options Restricted Stock/RSUs/PSUs

Weighted Weighted
Average Average

Grant Date Grant Date

Options Fair Value Shares Fair Value
Nonvested as of December 31, 2013 ........ccccvvvivviiievieiiiieeenennne 1,071,266 $ 2.35 943,039 $ 10.90
GIanted.......ccoooeveiiieeeeecee et eaee e 288,626 3.14 553,343 12.51
VESEA .ottt ettt ettt et ens (514,734) 2.29 (389,328) 9.83
Forfeited ......ooiiviiiiciecece e (89,194) 2.49 (43,967) 10.61
Nonvested as of December 31, 2014 .......ccveeieeeeeeeeeeeeeeeeeeeene. 755,964 $ 2.68 1,063,087 $ 11.83

114



As of December 31, 2014, there was $7.4 million of total unrecognized compensation cost related to nonvested stock options,
restricted stock, RSUs and PSUs that will be recognized as compensation expense over a weighted average period of two years.
As of December 31, 2014, the Employee Option Plan had 11.4 million shares reserved for future grants through 2023 and the
Directors’ Plan had 410,000 shares reserved for future grants through 2021.

The following table presents information about stock options exercised:

2014 2013 2012
(dollars in thousands)
Number of OpPtioNS EXETCISEA ......eeververrieriieieeiierieeiesteetesteeeesseeeesneeseeneensesneensens 215,047 451,102 141,305
Total intrinsic value of options €XerciSed........c.cevvivivverivieririeieieieieeereeeceeeeena $ 568 $ 1,612 $ 402
Cash received from Options €XErciSed ..........eoerierierieieieieieeeeeeeeiesieeeesiesieeenees $ 2,068 $ 3,650 $ 987
Tax deduction realized from options eXercised.........ccccecevverererenenenenenienicnnene. $ 568 $ 1,416 $ 322

Upon exercise, the Corporation issues shares from its authorized, but unissued, common stock to satisfy the options.

The fair value of stock option awards under the Employee Option Plan was estimated on the grant date using the Black-Scholes
valuation methodology, which is dependent upon certain assumptions, as summarized in the following table:

2014 2013 2012
RISK-fTE€ INTETESE TALE .....evetitititietiieiestet ettt ettt ettt sa ettt ennens 2.44% 1.27% 1.68%
Volatility of Corporation’s StOCK.........cc.coueerireriririerinineneneseneeeeeereeeeeaeenes 28.05% 27.64% 26.60%
Expected dividend yield..........ooveiieriieiiinieiieiee et 2.36% 2.48% 2.54%
Expected life Of OPLIONS ......cveevueeiiieiieeie ettt 7 Years 7 Years 7 Years

The expected life of the options was estimated based on historical activity. Volatility of the Corporation’s stock was based on
historical volatility for the period commensurate with the expected life of the options. The risk-free interest rate is the zero-coupon
U.S. Treasury rate commensurate with the expected life of the options on the date of the grant.

Based on the assumptions above, the Corporation calculated an estimated fair value per option of $3.14, $2.49 and $2.22 for
options granted in 2014, 2013 and 2012, respectively. The Corporation granted 288,626 options in 2014, 617,869 options in 2013
and 470,528 options in 2012.

The fair value of certain PSUs with market based performance conditions granted in 2014 under the Employee Option Plan was
estimated on the grant date using the Monte Carlo valuation methodology performed by a third-party valuation expert, which is
dependent upon certain assumptions, as summarized in the following table:

RISK-TTEE TNEETEST TALE ..c.cveuviiteiiiteiiiteiitetet ettt st et sttt sttt sttt eb et bt b et be st e bt st ebe st bt st st et st sbe st ebeneebeneene 0.91%
Volatility Of COTpOration’s STOCK. .......ccetruirtirirtirterienteteteteteiteit ettt sttt sttt ettt et et st eae et sbe st esbesaesee b e 29.63%
EXPECtEd 11£E OF OPTIONS. c..c.eeuiiieiieiieteeteite ettt ettt ettt b et sa et be sttt e e et e st eaeebeebeebesbeebeebesbesbenbenee 3 Years

The expected life of the PSUs with fair values measured using the Monte Carlo valuation methodology was based on the defined
performance period of three years. Volatility of the Corporation’s stock was based on historical volatility for the period
commensurate with the expected life of the PSUs. The risk-free interest rate is the zero-coupon U.S. Treasury rate commensurate
with the expected life of the PSUs on the date of the grant. Based on the assumptions above, the Corporation calculated an estimated
fair value per PSU granted in 2014 of $10.33.

Under the ESPP, eligible employees can purchase stock of the Corporation at 85% of the fair market value of the stock on the date
of purchase. The ESPP is considered to be a compensatory plan and, as such, compensation expense is recognized for the 15%
discount on shares purchased. The following table summarizes activity under the ESPP:

2014 2013 2012
ESPP shares purchased............ooeeieiiiiinieiiieecieie et 132,640 141,608 165,456
Average purchase price per share (85% of market value).........cccccccverencncncnnne. $ 1031 § 10.02 $ 8.35
Compensation expense recognized (in thousands) ...........ccceeveeveerievienieceeneenenne. $ 241 § 251 $ 244
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NOTE P - LEASES

Certain branch offices and equipment are leased under agreements that expire at varying dates through 2035. Most leases contain
renewal provisions at the Corporation’s option. Total rental expense was approximately $18.1 million in 2014, $19.0 million in
2013 and $19.4 million in 2012.

Future minimum payments as of December 31, 2014 under non-cancelable operating leases with initial terms exceeding one year
are as follows (in thousands):

Year

20 L5 ettt ettt ete et e et e et e et et et et et et entententesseaeene et e eseeae et et e s et et ensensensensenseneereereereereerens $ 16,226
20T6 ittt oottt et e b et et et ettt ettt e te et et e be b e b e be b esbestesteRtes s et s e Rt ekt ek e eRe R e s e be b esbesbesbenbenbesseneese et tesees e et eebeebeesenbenne 15,176
2007 ettt ettt ettt ettt et ettt e et e et e et e b et et eas e st nteasestenseAeetsets et e et et e eh et e as et enseasessensensensenseneeteereereeresenns 13,789
2008 ettt ettt ettt e et et e et et et et et et et eateaeeteeteeteeteete et et et et et et et et eaeeteereereereeaeetern 11,517
2019 ettt et ettt e ettt et ettt et ea et e eteeae st et e ebe s e b ese s ansensenseRtes s es s eR s eR e ek e eReeReeseseese st ensensentensensententesteneen e et e eseeneesesenne 9,656
BN TS SN 1S G 51,840

$ 118,204

NOTE Q - COMMITMENTS AND CONTINGENCIES

Commitments
The Corporation is a party to financial instruments with off-balance sheet risk in the normal course of business to meet the financing
needs of its customers.

Commitments to extend credit are agreements to lend to a customer as long as there is no violation of any condition established
in the contract. Commitments generally have fixed expiration dates or other termination clauses and may require payment of a
fee. Since a portion of the commitments is expected to expire without being drawn upon, the total commitment amounts do not
necessarily represent future cash requirements. The Corporation evaluates each customer’s creditworthiness on a case-by-case
basis. The amount of collateral obtained upon extension of credit is based on management’s credit evaluation of the customer.
Collateral held varies but may include accounts receivable, inventory, property, equipment and income producing commercial
properties. The Corporation records a reserve for unfunded commitments, included in other liabilities on the consolidated balance
sheets, which represents management’s estimate of losses inherent in these commitments. See Note D, "Loans and Allowance for
Credit Losses," for additional information.

Standby letters of credit are conditional commitments issued to guarantee the financial or performance obligation of a customer
to a third party. The credit risk involved in issuing letters of credit is similar to that involved in extending loan facilities. These
obligations are underwritten consistently with commercial lending standards. The maximum exposure to loss for standby letters
of credit is equal to the contractual (or notional) amount of the instruments.

The following table presents commitments to extend credit and letters of credit:

2014 2013
(in thousands)
CommErCial AN OTNET.......ccuiiiiiiiiii ettt e et e e e e e e et e e eaeeeaeeeaeesaeeeneeenaeas $ 2,743,415 $ 2,673,415
5 (0] 44 Lo L1 USSP SURUS 1,294,205 1,245,589
Commercial mortgage and CONSIUCTION ...........veruerierteeierieeierteetesteetesseesesseesesseessessaensessaessesseens 351,444 360,574
Total commitments t0 XtENA CTEAIL.......c.uevivriiieiiie ettt eneees $ 4,389,064 $ 4,279,578
Standby 1€tterS OF CTEAI ... .veuvivieictiietiietiieteieteet ettt se et ettt s senens $ 382465 $ 391,445
Commercial LIEtETS OF CIEAIt ... ...eieeiiiiiiii ittt e et e e e e e e e e estaeeseaaeesenneeeenseeeenes 32,304 36,344
TOtal 16ttETS OF CTEAIt....eviiiiiieiiiieeeeeeeeeee ettt e e e e e aaae e e e s e snaaeeeeeean $ 414,769 § 427,789

Residential Lending

Residential mortgages are originated and sold by the Corporation and consist primarily of conforming, prime loans sold to
government sponsored agencies such as the Federal National Mortgage Association (Fannie Mae) and the Federal Home Loan
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Mortgage Corporation (Freddie Mac). The Corporation also sells certain residential mortgages to non-government sponsored
agency investors.

The Corporation provides customary representations and warranties to investors that specify, among other things, that the loans
have been underwritten to the standards established by the investor. The Corporation may be required to repurchase a loan or
reimburse the investor for a credit loss incurred on a loan if it is determined that the representations and warranties have not been
met. Such repurchases or reimbursements generally result from an underwriting or documentation deficiency. During the first
quarter of 2014, the Corporation entered into a settlement agreement with a secondary market investor. Under this agreement, the
Corporation agreed to pay this investor $4.5 million to settle all outstanding and potential future repurchase requests under a series
of specified loan purchase agreements with that secondary market investor. The result of this settlement was a reduction to
outstanding repurchase requests of $7.5 million and a reduction to reserves for repurchases of $5.1 million. As of December 31,
2014 and 2013, total outstanding repurchase requests totaled approximately $917,000 and $6.1 million, respectively.

From 2000 to 2011, the Corporation sold loans to the FHLB under its Mortgage Partnership Finance Program (MPF Program).
No loans were sold under this program in 2014, 2013 or 2012. The Corporation provided a "credit enhancement” for residential
mortgage loans sold under the MPF Program whereby it would assume credit losses in excess of a defined "First Loss
Account" (FLA) balance, up to specified amounts. The FLA is funded by the FHLB of Pittsburgh based on a percentage of the
outstanding principal balance of loans sold. As of December 31, 2014, the unpaid principal balance of loans sold under the MPF
Program was approximately $153 million. As of December 31, 2014 and 2013, the reserves for estimated credit losses related to
loans sold under the MPF Program were $2.3 million and $2.5 million, respectively. Required reserves are calculated based on
delinquency status and estimated loss rates established through the Corporation's existing allowance for credit loss methodology
for residential mortgage loans.

As of December 31, 2014 and 2013, the reserve for losses on residential mortgage loans sold was $3.2 million and $8.6 million,
respectively, including both reserves for credit losses under the MPF Program and reserves for representation and warranty
exposures. Management believes that the reserves recorded as of December 31, 2014 are adequate. However, declines in collateral
values, the identification of additional loans to be repurchased, or a deterioration in the credit quality of loans sold under the MPF
Program could necessitate additional reserves, established through charges to earnings, in the future.

Other Contingencies

The Corporation and its subsidiaries are involved in various legal proceedings in the ordinary course of business of the
Corporation. The Corporation periodically evaluates the possible impact of pending litigation matters based on, among other
factors, the advice of counsel, available insurance coverage and recorded liabilities and reserves for probable legal liabilities and
costs. In addition, from time to time, the Corporation is the subject of investigations or other forms of regulatory or governmental
inquiry covering a range of possible issues and, in some cases, these may be part of similar reviews of the specified activities of
other industry participants. These inquiries could lead to administrative, civil or criminal proceedings, and could possibly result
in fines, penalties, restitution or the need to alter the Corporation’s business practices, and cause the Corporation to incur additional
costs. The Corporation’s practice is to cooperate fully with regulatory and governmental investigations.

As of the date of this report, the Corporation believes that any liabilities, individually or in the aggregate, which may result from
the final outcomes of pending proceedings will not have a material adverse effect on the financial position, the operating results
and/or the liquidity of the Corporation. However, legal proceedings are often unpredictable, and the actual results of such
proceedings cannot be determined with certainty.

See also, Note K "Regulatory Matters," under the sub-heading "Regulatory Enforcement Orders."
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NOTE R - FAIR VALUE MEASUREMENTS

As required by FASB ASC Topic 820, all assets and liabilities measured at fair value on both a recurring and nonrecurring basis
have been categorized based on the method of their fair value determination.

The following tables present summaries of the Corporation’s assets and liabilities measured at fair value on a recurring basis and
reported on the consolidated balance sheets as of December 31:

2014
Level 1 Level 2 Level 3 Total
(in thousands)

Mortgage loans held for sale .........cccccevevieiecinieninininincncnenee $ — 3 17,522 $ — S 17,522
Available for sale investment securities:

EqUItY SECUTTHIES ..evevirenriieieieieeeteiteeeececse e 47,623 — — 47,623

U.S. GOVernment SECUTILIES.......cveuveurereeerueerenreriesieniereeneennes — 200 — 200

U.S. Government sponsored agency securities.................... — 214 — 214

State and municipal SECUTIties .........cvevveeverriereereerereerennn — 245,215 — 245,215

Corporate debt SECULITIES .....eevreiereieierieeie et — 90,126 7,908 98,034

Collateralized mortgage obligations............ccccceeveevvereenennenn — 902,313 — 902,313

Mortgage-backed SECUTIIES.......ccueerueruerererenerinienieneeneenen — 928,831 — 928,831

AUCHION TALE SECULTLICS . .eevvrevreveeeresiiereeteereereesteeneeseeneesseenas — — 100,941 100,941

Total available for sale investment securities...........cc.cceevereenene 47,623 2,166,399 108,849 2,323,371

OheT @SSEES...euveueeueenieiieiietieteeie ettt steste et et et et ebe et saeseesaesnens 17,682 21,305 — 38,987

TOtal @SSELS ...eeveeeieeieiieeierie et $ 65,305 $ 2,205,726 $§ 108,849 § 2,379,880

Other HabIlItIes ......oveueeuieeietiiirieeiesiesteieeee e $ 17,737 $ 21,084 $ — 3 38,821

2013
Level 1 Level 2 Level 3 Total
(in thousands)

Mortgage loans held for sale .........cccccevevieievinininininincncnee $ — 3 21,351 $ — 3 21,351
Available for sale investment securities:

EqUItY SECUTIHIES ..evevireieieieieieeeteeeeeeeeese e 46,201 — — 46,201

U.S. GOVernment SECUTILIES.......cveeeuteueeerreerenreriesiesreneeniennes — 525 — 525

U.S. Government sponsored agency securities .................... — 726 — 726

State and municipal SECUTTtIES .......eoveuvereeeerieeriieiirieriesieienes — 284,849 — 284,849

Corporate debt SECUIIHIES ......evreierereierieeeeeeeie e — 89,662 9,087 98,749

Collateralized mortgage obligations............ccccceeveervereenennen. — 1,032,398 — 1,032,398

Mortgage-backed SECUTIIES.......ccueveuerirerereneririenreneeneenen — 945,712 — 945,712

AUCHION TALE SECULTLICS ....evvrevreveeeresiiereeteereeeeeteeneeseeneesseenas — — 159,274 159,274

Total available for sale investment securities............c...cccveeen.... 46,201 2,353,872 168,361 2,568,434

OheT @SSEES...cuveueeuienieiieiietieteeie ettt st ste et eit ettt ebe et b seesnesaens 15,779 7,227 — 23,006

TOtal @SSELS..cvvieeieeiieiiecie ettt $ 61,980 $ 2,382,450 $ 168,361 $ 2,612,791

Other HabIlItIes ......e.eeveuieeietirieiiriesiesieeeeeecee et $ 15,648 $ 5,161 § — 3 20,809

The valuation techniques used to measure fair value for the items in the table above are as follows:

*  Mortgage loans held for sale — This category consists of mortgage loans held for sale that the Corporation has elected to
measure at fair value. Fair values as of December 31, 2014 and December 31, 2013 were measured as the price that
secondary market investors were offering for loans with similar characteristics. See Note A, "Summary of Significant
Accounting Policies" for details related to the Corporation’s election to measure assets and liabilities at fair value.

+  Available for sale investment securities — Included within this asset category are both equity and debt securities. Level
2 available for sale debt securities are valued by a third-party pricing service commonly used in the banking industry.
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The pricing service uses pricing models that vary based on asset class and incorporate available market information,
including quoted prices of investment securities with similar characteristics. Because many fixed income securities do
not trade on a daily basis, pricing models use available information, as applicable, through processes such as benchmark
yield curves, benchmarking of like securities, sector groupings, and matrix pricing.

Standard market inputs include: benchmark yields, reported trades, broker/dealer quotes, issuer spreads, two-sided
markets, benchmark securities, bids, offers and reference data, including market research publications. For certain security
types, additional inputs may be used, or some of the standard market inputs may not be applicable.

Management tests the values provided by the pricing service by obtaining securities prices from an alternative third-party
source and comparing the results. This test is done for approximately 80% of the securities valued by the pricing service.
Generally, differences by security in excess of 5% are researched to reconcile the difference.

Equity securities — Equity securities consist of stocks of financial institutions ($41.8 million at December 31,
2014 and $40.6 million at December 31, 2013) and other equity investments ($5.8 million at December 31,2014
and $5.6 million at December 31, 2013). These Level 1 investments are measured at fair value based on quoted
prices for identical securities in active markets.

U.S. Government securities/U.S. Government sponsored agency securities/State and municipal securities/
Collateralized mortgage obligations/Mortgage-backed securities — These debt securities are classified as Level
2 investments. Fair values are determined by a third-party pricing service, as detailed above.

Corporate debt securities — This category consists of subordinated debt issued by financial institutions ($50.0
million at December 31, 2014 and $50.3 million at December 31, 2013), single-issuer trust preferred securities
issued by financial institutions ($42.0 million at December 31, 2014 and $40.5 million at December 31, 2013),
pooled trust preferred securities issued by financial institutions ($4.1 million at December 31, 2014 and $5.3
million at December 31, 2013) and other corporate debt issued by non-financial institutions ($1.9 million at
December 31, 2014 and $2.6 million at December 31, 2013).

Level 2 investments include subordinated debt, other corporate debt issued by non-financial institutions and
$38.2 million and $36.7 million of single-issuer trust preferred securities held at December 31, 2014 and 2013,
respectively. The fair values for these corporate debt securities are determined by a third-party pricing service,
as detailed above.

Level 3 investments include investments in pooled trust preferred securities and certain single-issuer trust
preferred securities ($3.8 million at December 31,2014 and $3.8 million at December 31, 2013). The fair values
of these securities were determined based on quotes provided by third-party brokers who determined fair values
based predominantly on internal valuation models which were not indicative prices or binding offers. The
Corporation’s third-party pricing service cannot derive fair values for these securities primarily due to inactive
markets for similar investments. Level 3 values are tested by management primarily through trend analysis, by
comparing current values to those reported at the end of the preceding calendar quarter, and determining if they
are reasonable based on price and spread movements for this asset class.

Auction rate securities — Due to their illiquidity, ARCs are classified as Level 3 investments and are valued
through the use of an expected cash flows model prepared by a third-party valuation expert. The assumptions
used in preparing the expected cash flows model include estimates for coupon rates, time to maturity and market
rates of return. The most significant unobservable input to the expected cash flows model is an assumed return
to market liquidity sometime within the next five years. If the assumed return to market liquidity was lengthened
beyond the next five years, this would result in a decrease in the fair value of these ARCs. The Corporation
believes that the trusts underlying the ARCs will self-liquidate as student loans are repaid. Level 3 values are
tested by management through the performance of a trend analysis of the market price and discount rate. Changes
in the price and discount rates are compared to changes in market data, including bond ratings, parity ratios,
balances and delinquency levels.

»  Other assets — Included within this category are the following:

Level 1 assets, consisting of mutual funds that are held in trust for employee deferred compensation plans ($16.4
million at December 31, 2014 and $15.3 million at December 31, 2013) and the fair value of foreign currency
exchange contracts ($1.3 million at December 31, 2014 and $522,000 at December 31, 2013). The mutual funds
and foreign exchange prices used to measure these items at fair value are based on quoted prices for identical
instruments in active markets.
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Level 2 assets, representing the fair value of mortgage banking derivatives in the form of interest rate locks and
forward commitments with secondary market investors ($1.4 million at December 31, 2014 and $2.1 million at
December 31, 2013) and the fair value of interest rate swaps ($19.9 million at December 31, 2014 and $5.1
million at December 31, 2013). The fair values of the interest rate locks, forward commitments and interest rate
swaps represent the amounts that would be required to settle the derivative financial instruments at the balance
sheet date. See Note J, " Financial Instruments," for additional information.

*  Other liabilities — Included within this category are the following:

Level 1 employee deferred compensation liabilities which represent amounts due to employees under deferred
compensation plans ($16.4 million at December 31, 2014 and $15.3 million at December 31, 2013) and the fair
value of foreign currency exchange contracts ($1.3 million at December 31,2014 and $391,000 at December 31,
2013). The fair values of these liabilities are determined in the same manner as the related assets, as described
under the heading "Other assets," above.

Level 2 liabilities, representing the fair value of mortgage banking derivatives in the form of interest rate locks
and forward commitments with secondary market investors ($1.2 million at December 31, 2014 and $64,000 at
December 31, 2013) and the fair value of interest rate swaps ($19.9 million at December 31, 2014 and $5.1
million at December 31, 2013). The fair values of these liabilities are determined in the same manner as the
related assets, which are described under the heading "Other assets" above.

The following table presents the changes in available for sale investment securities measured at fair value on a recurring basis
using unobservable inputs (Level 3) for the years ended December 31:

Single-issuer

Pooled Trust Trust
Preferred Preferred
Securities Securities ARCs

(in thousands)

Balance as of December 31, 2012 .......ccooviiiiriiiieeieeceeeeeeeee e $ 6,927 $ 3,360 $ 149,339
Realized adjustments to fair value (1)......cccecvevveeiieniiecienieieneeiese e 1,604 — —
Unrealized adjustments to fair value (2) .....cccoeveeeeviieienieieieeeeseeeeceevene 1,981 412 11,688
SALES .viiiiiiiieete ettt et e e et e e e e et e e etaeebeesrbeebaestaeeaeeeraeebaeenaeenreens (4,987) — (25)
SettlemMents = CALIS......cceicverierieriieiecieieeeee ettt ee e (219) — (2,725)
DiScount aCCIetion (3) ....ccveeeveiueerieruieiieetiereereereereeseeseesseeseesseesaesseessesseessessens — 9 997
Balance as of December 31, 2013 ... 5,306 3,781 159,274
SALES ..ttt e e e e et e e e aae e ebe e e b e eaaeetaeebaeetaeereeenneereeas (1,888) — (11,912)
Realized adjustments to fair value (1)......c.ccceevvieieriieienieiececeeeceeeee (18) — —
Unrealized adjustments to fair value (2) .......ccccoevereeieiinvnicninicncninienenenes 923 32 3,970
Settlements - CallS.......ccuiiiiiiiieiiccie e et (239) — (51,212)
DiScount aCCIetion (3) ....ccveeveeiveeruerueeiieeriereereeteeseeseereesseeseesseessesseessesaeessessens 4 7 821
Balance as of December 31, 2014 .......ccoooeiioiieeieeieeeeeeeeeeeee e $ 4,088 $ 3,820 $ 100,941
(1) Realized adjustments to fair value represent credit related other-than-temporary impairment charges and gains on sales of investment securities, both included

as components of investment securities gains on the consolidated statements of income.

(2) Pooled trust preferred securities, single-issuer trust preferred securities and ARCs are classified as available for sale investment securities; as such, the
unrealized adjustment to fair value was recorded as an unrealized holding gain (loss) and included as a component of available for sale investment securities

on the consolidated balance sheets.
(3) Included as a component of net interest income on the consolidated statements of income.
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Certain financial assets are not measured at fair value on an ongoing basis but are subject to fair value measurement in certain
circumstances, such as upon their acquisition or when there is evidence of impairment. The following table presents financial
assets measured at fair value on a nonrecurring basis and reported on the consolidated balance sheets at December 31:

2014
Level 1 Level 2 Level 3 Total
(in thousands)
B[ A0 (6 : o TSR $ — 3 — $ 127,834 $ 127,834
Other fINancial @SSELS........coivuviviveiiieeeeeeeeeeee e — — 54,170 54,170
TOtAL ASSELS ... $ — 3 — $ 182,004 $ 182,004
2013
Level 1 Level 2 Level 3 Total
(in thousands)
NELLOANS .....oveeieeeeeeeeceeeeeeee ettt $ — $ — $ 138,666 $ 138,666
Other fINancial @SSELS.........covvvieieiieiiieeeieeeeeee e — — 57,504 57,504
TOLAL ASSELS ..ottt et e e eee s e eee s eae e $ — 3 — $ 196,170 $ 196,170

The valuation techniques used to measure fair value for the items in the table above are as follows:

Net loans — This category consists of loans that were evaluated for impairment under FASB ASC Section 310-10-35 and

have been classified as Level 3 assets. The amount shown is the balance of impaired loans, net of the related allowance
for loan losses. See Note D, "Loans and Allowance for Credit Losses," for additional details.

Other financial assets — This category includes OREO ($12.0 million at December 31, 2014 and $15.1 million at

December 31, 2013) and MSRs ($42.1 million at December 31, 2014 and $42.5 million at December 31, 2013), both
classified as Level 3 assets.

Fair values for OREO were based on estimated selling prices less estimated selling costs for similar assets in active
markets.

MSRs are initially recorded at fair value upon the sale of residential mortgage loans to secondary market investors. MSRs
are amortized as a reduction to servicing income over the estimated lives of the underlying loans. MSRs are stratified
and evaluated for impairment by comparing each stratum's carrying amount to its estimated fair value. Fair values are
determined at the end of each quarter through a discounted cash flows valuation, prepared by a third-party valuation
expert. Significant inputs to the valuation include expected net servicing income, the discount rate and the expected life
ofthe underlying loans. Expected life is based on the contractual terms of the loans, as adjusted for prepayment projections.
The weighted average annual constant prepayment rate and the weighted average discount rate used in the December 31,
2014 valuation were 12.6% and 9.1%, respectively. Management tests the reasonableness of the significant inputs to the
third-party valuation in comparison to market data.
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As required by FASB ASC Section 825-10-50, the following table details the book values and the estimated fair values of the
Corporation’s financial instruments as of December 31, 2014 and 2013. A general description of the methods and assumptions
used to estimate such fair values is also provided.

2014 2013

Estimated Estimated
Book Value Fair Value Book Value Fair Value

(in thousands)

FINANCIAL ASSETS

Cash and due from BanKS .......coeeeveeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e $ 105702 $ 105,702 $§ 218,540 $§ 218,540
Interest-bearing deposits with other banks..............cccevveienne 358,130 358,130 163,988 163,988
Federal Reserve Bank and FHLB StOCK .......ccccvvevvieiiiieiiiieeeenes 64,953 64,953 84,173 84,173
Loans held for sale (1) .....ccooverieiieiieieieiereeecee e 17,522 17,522 21,351 21,351
Securities available for sale (1) .....ccooovvieriinieriieieeeee e 2,323,371 2,323,371 2,568,434 2,568,434
Loans, net of unearned income (1) ......c.occeevvieveerievieneereeieenenens 13,111,716 13,030,543 12,782,220 12,688,774
Accrued interest 1eceivable .........ooiiiviiiiiiiiiee 41,818 41,818 44,037 44,037
Other financial asSets (1) ......cceevverveeierieriienierieneeieseeeenieeiennens 169,764 169,764 146,933 146,933
FINANCIAL LIABILITIES

Demand and savings deposits.........cccvevirverirrererierierenieenierereeneneens $ 10,296,055 $ 10,296,055 $ 9,573,264 $ 9,573,264
TIME AEPOSIES. ...eeveeeietieiieiieie ettt ettt 3,071,451 3,069,883 2,917,922 2,927,374
Short-term DOTTOWINGS. .......ccverveerierreerieeierieeieieeeesteeeessesenenseens 329,719 329,719 1,258,629 1,258,629
Accrued interest payable .........cccveevieieiiieienieee e 18,045 18,045 15,218 15,218
Other financial Habilities (1) ....cooceveevererierieieieieieeee e 172,786 172,786 124,440 124,440
FHLB advances and long-term debt...........cccccevvevierieneneeienen. 1,139,413 1,142,980 883,584 875,984

(1) These financial instruments, or certain financial instruments within these categories, are measured at fair value on the Corporation’s consolidated balance
sheets. Descriptions of the fair value determinations for these financial instruments are disclosed above.

Fair values of financial instruments are significantly affected by the assumptions used, principally the timing of future cash flows
and discount rates. Because assumptions are inherently subjective in nature, the estimated fair values cannot be substantiated by
comparison to independent market quotes and, in many cases, the estimated fair values could not necessarily be realized in an
immediate sale or settlement of the instrument. The aggregate fair value amounts presented do not necessarily represent
management’s estimate of the underlying value of the Corporation.

For short-term financial instruments, defined as those with remaining maturities of 90 days or less, and excluding those recorded
at fair value on the Corporation’s consolidated balance sheets, book value was considered to be a reasonable estimate of fair value.

The following instruments are predominantly short-term:

Assets Liabilities
Cash and due from banks Demand and savings deposits
Interest-bearing deposits Short-term borrowings
Accrued interest receivable Accrued interest payable

Federal Reserve Bank and FHLB stock represent restricted investments and are carried at cost on the consolidated balance sheets.

Estimated fair values for loans and time deposits were estimated by discounting future cash flows using the current rates at which
similar loans would be made to borrowers and similar deposits would be issued to customers for the same remaining maturities.
Fair values estimated in this manner do not fully incorporate an exit price approach to fair value, as defined in FASB ASC Topic
820.

The fair values of FHLB advances and long-term debt were estimated by discounting the remaining contractual cash flows using
a rate at which the Corporation could issue debt with similar remaining maturities as of the balance sheet date. These borrowings
would be categorized within Level 2 liabilities under FASB ASC Topic 820.
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NOTE S - CONDENSED FINANCIAL INFORMATION - PARENT COMPANY ONLY

CONDENSED BALANCE SHEETS
(in thousands)

December 31

2014 2013

ASSETS
Cash...oooieiecececeeee $ 137 § 8
Other assets ........ccoeeverueeneennenn 10,053 2,526
Receivable from subsidiaries . 29,120 21,849
Investments in:

Bank subsidiaries............ 2,174,786 2,109,696

Non-bank subsidiaries .... 414,863 406,852

Total Assets..................

$ 2,628,959 § 2,540,931

CONDENSED STATEMENTS OF INCOME

December 31
2014 2013

LIABILITIES AND EQUITY
Long-term debt..........cccoevvvereuennnns $ 465936 $ 368,487
Payable to non-bank subsidiaries . 84,676 42,944
Other liabilities.........cccceeevveenennn. 81,682 66,313

Total Liabilities................... 632,294 477,744
Shareholders’ equity........c.cccuee.... 1,996,665 2,063,187

Total Liabilities and

Shareholders’ Equity. $ 2,628,959 § 2,540,931

2014 2013 2012
(in thousands)
Income:
Dividends from SUDSIAIATIES..........ccceeruiiieriieiieieeiecteee ettt ae e seseeens $ 139,150 $ 114,438 $ 142,000
(011 TS TR U PSRRI RPNt 120,543 106,297 88,380
259,693 220,735 230,380
EXPOIISES ...ttt et 152,243 138,164 124,525
Income before income taxes and equity in undistributed net income of subsidiaries. 107,450 82,571 105,855
INCOME tAX DENETIL ... .evetitititiiiieieteieteee ettt ettt st et sae s (10,549) (10,744)  (10,847)
117,999 93,315 116,702
Equity in undistributed net income (loss) of:
Bank SUDSIAIATIES .....ccveevieiiieiieiiieie sttt ettt te s e esae e e sbeesaesreessansaens 33,134 56,552 46,350
NON-bank SUDSIAIATIES ........evereuieuieiieieiieiiriinteeteete sttt ettt ettt seesne e 6,761 11,973 (3,207)
INEE INCOIMIE ...ttt et s
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CONDENSED STATEMENTS OF CASH FLOWS

Cash Flows From Operating Activities:
INEE INCOMIE ..ottt ettt st e sae e
Adjustments to reconcile net income to net cash provided by operating activities:

2014 2013

2012

(in thousands)

$ 157,894 $161,840 §$ 159,845

Stock-based COMPENSALION .......cccueiuieiiriieiietieieeeie ettt et sttt e e eaeens 5,865 5,330 4,834
Excess tax benefits from stock-based compensation..............cccevvereerierierieeiereeeennennns (81) (302) 39)
(Increase) decrease N Other aSSELS.........ccvuiiiiriiiieiiieiereeeeere et (7,120) 1,893 (6,340)
Equity in undistributed net income of subsidiaries .............cccoceovveinirnineineineennenes (39,895) (68,525)  (43,143)
Increase in other liabilities and payable to non-bank subsidiaries ..........c..ccccecereruennene 37,354 26,946 6,885
Total adJUSTMENES.......cccuiiiiiiriiiiiiiiieeee et (3,877) (34,658)  (37,803)
Net cash provided by operating actiVities .........coervereerierierieieieeeeeeeese e 154,017 127,182 122,042
Cash Flows From Investing Activities:
Investments in non-bank SUDSIAIATIES.......c..coervirierinierieieeceeee e — — (32,649)
Net cash used in INVEStING ACTIVIEIES ....eoverreruertenterienieieieieieieeetereee e e eresnesaens — — (32,649)
Cash Flows From Financing Activities:
Repayments of 10ng-term debt ...........cccvueoiriiiiiniiinieinieine e — — (4,125)
Additions to 1ong-term debt...........ccccoeriiriiiiiiiiiiii e 97,113 — —
Net proceeds from issuance of common StOCK ..........ccooivireieneneieieicceceee e 8,201 9,936 7,005
Excess tax benefits from stock-based compensation...........c..cevevveveeeeiecencnencnenenenn 81 302 39
Dividends Paid........coceuerieuirieuiriiinieirieiee ettt (64,028) (46,525) (71,972)
Acquisition Of treasury SEOCK .........eoueruerierieirieirirereet sttt (175,255)  (90,927)  (20,359)
Deferred accelerated stock repurchase payment ............c.coeceveereeenienireenieenneeenenennenes (20,000) — —
Net cash used in finANCING ACHIVILIES .....eovevverieriinieriiieieicictetececeesese e (153,888) (127,214)  (89,412)
Net Increase (Decrease) in Cash and Cash Equivalents..........c.ccceoeieiiiiiiiinincncnennnne 129 (32) 19)
Cash and Cash Equivalents at Beginning of Year.........ccccoccoeoiivieirinininnincnencnenn 8 40 59
Cash and Cash Equivalents at End of Year.........cccooivirieieviirieieieeiieieieieceeieveeee e $ 137 $ 8 % 40
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Management Report on Internal Control Over Financial Reporting

The management of Fulton Financial Corporation is responsible for establishing and maintaining adequate internal control over
financial reporting. Fulton Financial Corporation’s internal control system is designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with U.S.
generally accepted accounting principles.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because
of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Management assessed the effectiveness of the Company’s internal control over financial reporting as of December 31,2014, using
the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) in Internal Control —
Integrated Framework (2013). Based on this assessment, management concluded that, as of December 31, 2014, the company’s
internal control over financial reporting is effective based on those criteria.

/s/ E. PHILIP WENGER

E. Philip Wenger
Chairman, Chief Executive Officer and President

/s/ PATRICK S. BARRETT

Patrick S. Barrett
Senior Executive Vice President and
Chief Financial Officer

125



Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Fulton Financial Corporation:

We have audited the accompanying consolidated balance sheets of Fulton Financial Corporation and subsidiaries (the Company)
as of December 31, 2014 and 2013, and the related consolidated statements of income, comprehensive income, shareholders’
equity, and cash flows for each of the years in the three-year period ended December 31,2014. We also have audited the Company’s
internal control over financial reporting as of December 31, 2014, based on criteria established in /nternal Control - Integrated
Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). The Company’s
management is responsible for these consolidated financial statements, for maintaining effective internal control over financial
reporting, and for its assessment of the effectiveness of internal control over financial reporting, included in the accompanying
Management Report on Internal Control Over Financial Reporting. Our responsibility is to express an opinion on these consolidated
financial statements and an opinion on the Company’s internal control over financial reporting based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements
are free of material misstatement and whether effective internal control over financial reporting was maintained in all material
respects. Our audits of the consolidated financial statements included examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management,
and evaluating the overall financial statement presentation. Our audit of internal control over financial reporting included obtaining
an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and testing and
evaluating the design and operating effectiveness of internal control based on the assessed risk. Our audits also included performing
such other procedures as we considered necessary in the circumstances. We believe that our audits provide a reasonable basis for
our opinions.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability
of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles. A company’s internal control over financial reporting includes those policies and procedures that (1) pertain
to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets
of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are
being made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that
could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because
of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position
of Fulton Financial Corporation and subsidiaries as of December 31, 2014 and 2013, and the results of its operations and its cash
flows for each of the years in the three-year period ended December 31,2014, in conformity with U.S. generally accepted accounting
principles. Also in our opinion, Fulton Financial Corporation and subsidiaries maintained, in all material respects, effective internal
control over financial reporting as of December 31, 2014, based on criteria established in Internal Control - Integrated Framework
(2013) issued by COSO.

/s/ KPMG LLP
Philadelphia, Pennsylvania
February 27, 2015
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QUARTERLY CONSOLIDATED RESULTS OF OPERATIONS (UNAUDITED)
(in thousands, except per-share data)

Three Months Ended
Mar 31 Jun 30 Sep 30 Dec 31

FOR THE YEAR 2014
INtETESt INCOME ...ttt $ 148,792 § 147,902 $ 149,790 $ 149,594
INEEreSt EXPENSE «..cevuviiniiieiiiiiiiiiieeieetee ettt 19,227 20,004 20,424 21,556
Net INtErest INCOME.....eviererrieiereeriereesreeeesreeresteeaeeseesseseeeseens 129,565 127,898 129,366 128,038
Provision for credit 10SSES .......ccveruerieiirienieienieerceeeeee e 2,500 3,500 3,500 3,000
NON-INEEIESt INCOME ...cvvrvveeieieeireie e eee e eve e ereeeeeaeeeeeaeenes 38,506 44,872 41,900 42,101
NON-INEEIESt EXPENSES ...venveerienrerneeierieenteeiienteeneenteeneesseeneeeneenseenes 109,554 116,174 115,798 117,720
Income before INCOME tAXES ......eeveeeierierrerierieieeiesieevesieeeenaees 56,017 53,096 51,968 49,419
INCOME tAX EXPEMISE ..cnvvenveeiiiiniieniieiiee sttt sttt e eiteesbeeere e 14,234 13,500 13,402 11,470
NEt INCOME......eevievieiieiieiietieteete ettt ettt ere e ereereeteereeseebese s $ 41,783 $ 39,596 $ 38,566 $ 37,949
Per share data:

Net inCOMeE (DASIC) .vevvevverierieierierieieieeeereere et ere e $ 022 $ 021 $ 021 $ 0.21

Net income (diluted)........coceeeeeeieniniiniiieeeeeeeeeee 0.22 0.21 0.21 0.21

Cash dividends ........cccecueriieieniieienieeceee e 0.08 0.08 0.08 0.10
FOR THE YEAR 2013
INtETESt INCOME ...ttt $ 151,322 § 153,078 $§ 152,832 § 152,457
INEEreSt EXPENSE ...cevuviiniiieiiiriiiiiieeieete ettt 21,678 21,013 20,299 19,505
Net INterest INCOME......ccvieerieeiierieeieeereeere et ere e e ereeeane e 129,644 132,065 132,533 132,952
Provision for credit 10SSES .......ccvvieruieecieeriieeieeciiecieecieeceeeveeeaeae 15,000 13,500 9,500 2,500
NON-INLEIESt INCOME ...ocuvvieerieiiieiieeiie et et e e e eveeeeee e 47,259 52,316 47,357 40,732
NON-INEIESt EXPENSES...venvervieneerueeeerieerieeieesteeneenteeneesseeneesneenneenes 110,936 117,130 116,605 116,762
Income before iNCOME taXeS ........cevveeeveeereecreeireeeiieere et 50,967 53,751 53,785 54,422
INCOME tAX EXPEMISE ..envvenveeiiiinieeniieeiie ettt et siee e ere e 11,740 13,169 13,837 12,339
NELINCOME.....ecviiieiieiieetiieeteeetee ettt et eeeereesteeereesaeseveesaneeares $ 39,227 $ 40,582 $ 39,948 § 42,083
Per share data:

Net income (DASIC) ..vovevivveriieriierieieeeeeeeeteeeeee e $ 020 $ 021 $ 021 $ 0.22

Net income (diluted)........cooeeeveeieiiniiniiieeeeeeeeee 0.20 0.21 0.21 0.22

Cash dividends .........coecueriieieniieieniceceee e 0.08 0.08 0.08 0.08
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
Not applicable.

Item 9A. Controls and Procedures

Disclosure Controls and Procedures

The Corporation carried out an evaluation, under the supervision and with the participation of the Corporation’s management,
including the Corporation’s Chief Executive Officer and Chief Financial Officer, of the effectiveness of its disclosure controls and
procedures, as defined in Exchange Act Rules 13a-15(e) and 15d-15(e). Based upon the evaluation, the Corporation’s Chief
Executive Officer and Chief Financial Officer concluded that, as of December 31, 2014, the Corporation’s disclosure controls and
procedures are effective. Disclosure controls and procedures are controls and procedures that are designed to ensure that information
required to be disclosed in the Corporation’s reports filed or submitted under the Exchange Act is recorded, processed, summarized
and reported within the time periods specified in the Securities and Exchange Commission’s rules and forms.

The "Management Report on Internal Control over Financial Reporting" and the "Report of Independent Registered Public
Accounting Firm" may be found in Item 8, "Financial Statements and Supplementary Data" of this document.

Changes in Internal Controls

There was no change in the Corporation’s "internal control over financial reporting" (as such term is defined in Rule 13a-15(f)
under the Exchange Act) that occurred during the last fiscal quarter that has materially affected, or is reasonably likely to materially
affect, the Corporation’s internal control over financial reporting.

Item 9B. Other Information

On February 25, 2015, the Corporation’s wholly owned banking subsidiary, Fulton Bank of New Jersey (FBNJ), entered into a
Stipulation and Consent to the Issuance of a Consent Order with the Federal Deposit Insurance Corporation (the FDIC) consenting
to the issuance by the FDIC of a Consent Order (the 2015 FDIC Consent Order). In addition, on February 25,2015, FBNJ entered
into a Consent Order with the Commissioner of Banking and Insurance for the State of New Jersey (the New Jersey Consent Order
and, together with the FDIC Consent Order, the 2015 Consent Orders). The 2015 Consent Orders impose substantially identical
requirements and relate to identified deficiencies in a centralized Bank Secrecy Act and anti-money laundering compliance program
(the BSA/AML Compliance Program), which was designed to comply with the requirements of the Bank Secrecy Act, the USA
Patriot Act of 2001 and related anti-money laundering regulations (collectively, the BSA/AML Requirements).

The 2015 Consent Orders are similar to the regulatory enforcement orders issued to the Corporation and its other banking
subsidiaries relating to the BSA/AML Compliance Program, which are summarized in Part II, Item 8, "Financial Statements and
Supplementary Data - Notes to Consolidated Financial Statements - Note K - Regulatory Matters" of this Form 10-K. The 2015
Consent Orders generally require, among other things, that FBNJ review, assess and take actions to strengthen and enhance the
BSA/AML Compliance Program, including increasing oversight of the BSA/AML Compliance Program by the Board of Directors
of FBNJ; designating a qualified Bank Secrecy Act officer that is acceptable to the FDIC and the Commissioner of Banking and
Insurance for the State of New Jersey, that reports monthly to the Board of Directors of FBNJ and is provided with sufficient
authority and resources to implement and enforce the BSA/AML Compliance Program; enhancing the periodic risk assessment
process relating to the BSA/AML Requirements; revising internal controls designed to ensure compliance with the BSA/AML
Requirements, including enhancing customer due diligence procedures and establishing enhanced due diligence procedures for
higher-risk customers; and reviewing and enhancing procedures for monitoring for, identifying, investigating and reporting
suspicious activity, or known or suspected violations of law in accordance with the BSA/AML Requirements.

The foregoing description of the Stipulation and Consent to the Issuance of a Consent Order, the 2015 FDIC Consent Order and

the New Jersey Consent Order are qualified in their entirety by reference to the full text of each of those documents, copies of
which are filed with this Form 10-K as exhibits 99.1, 99.2 and 99.3, respectively.
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PART IIT

Item 10. Directors, Executive Officers and Corporate Governance

Incorporated by reference herein is the information appearing under the headings "Information about Nominees, Directors and
Independence Standards," "Related Person Transactions," "Section 16(a) Beneficial Ownership Reporting Compliance," "Code
of Conduct," "Procedure for Shareholder Nominations," and "Other Board Committees" within the Corporation’s 2014 Proxy
Statement. The information concerning executive officers required by this Item is provided under the caption "Executive Officers"
within Item 1, Part I, "Business" in this Annual Report.

The Corporation has adopted a code of ethics (Code of Conduct) that applies to all directors, officers and employees, including
the Chief Executive Officer, the Chief Financial Officer and the Corporate Controller. A copy of the Code of Conduct may be
obtained free of charge by writing to the Corporate Secretary at Fulton Financial Corporation, P.O. Box 4887, Lancaster,
Pennsylvania 17604-4887, and is also available via the internet at www.fult.com.

Item 11. Executive Compensation

Incorporated by reference herein is the information appearing under the headings "Information Concerning Compensation" and
"Human Resources Committee Interlocks and Insider Participation" within the Corporation’s 2015 Proxy Statement.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

Incorporated by reference herein is the information appearing under the heading "Security Ownership of Directors, Nominees,
Management and Certain Beneficial Owners" within the Corporation’s 2015 Proxy Statement, and information appearing under
the heading "Securities Authorized for Issuance under Equity Compensation Plans" within Item 5, "Market for Registrant’s
Common Equity, Related Shareholder Matters and Issuer Purchases of Equity Securities" in this Annual Report.

Item 13. Certain Relationships and Related Transactions, and Director Independence

Incorporated by reference herein is the information appearing under the headings "Related Person Transactions" and "Information
about Nominees, Directors and Independence Standards" within the Corporation’s 2015 Proxy Statement, and the information
appearing in "Note D - Loans and Allowance for Credit Losses," of the Notes to Consolidated Financial Statements in Item 8,
"Financial Statements and Supplementary Data" in this Annual Report.

Item 14. Principal Accounting Fees and Services

Incorporated by reference herein is the information appearing under the heading "Relationship With Independent Public
Accountants" within the Corporation’s 2015 Proxy Statement.
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PART IV

Item 15. Exhibits and Financial Statement Schedules

(a) The following documents are filed as part of this report:

1.

Financial Statements — The following consolidated financial statements of Fulton Financial Corporation and subsidiaries
are incorporated herein by reference in response to Item 8 above:

(1)

(i1)
(iii)
(iii)
(iv)
v)

(vi)

Consolidated Balance Sheets - December 31, 2014 and 2013.

Consolidated Statements of Income - Years ended December 31, 2014, 2013 and 2012.
Consolidated Statements of Comprehensive Income - Years ended December 31, 2014, 2013 and 2012.

Consolidated Statements of Shareholders’ Equity - Years ended December 31, 2014, 2013 and 2012.
Consolidated Statements of Cash Flows - Years ended December 31, 2014, 2013 and 2012.

Notes to Consolidated Financial Statements
Report of Independent Registered Public Accounting Firm

Financial Statement Schedules — All financial statement schedules for which provision is made in the applicable accounting
regulations of the Securities and Exchange Commission are not required under the related instructions or are inapplicable
and have therefore been omitted.

Exhibits — The following is a list of the Exhibits required by Item 601 of Regulation S-K and filed as part of this report:

3.1

3.2

4.1

4.2

43

44

10.1

10.2

10.3

10.4

10.5

Articles of Incorporation, as amended and restated, of Fulton Financial Corporation as amended — Incorporated by
reference to Exhibit 3.1 of the Fulton Financial Corporation Form 8-K dated June 24, 2011.

Bylaws of Fulton Financial Corporation as amended — Incorporated by reference to Exhibit 3.1 ofthe Fulton Financial
Corporation Current Report on Form 8-K/A dated September 16, 2014.

An Indenture entered into on March 28, 2005 between Fulton Financial Corporation and Wilmington Trust Company
as trustee, relating to the issuance by Fulton Financial Corporation of $100 million aggregate principal amount of
5.35% subordinated notes due April 1, 2015 — Incorporated by reference to Exhibit 4.1 of the Fulton Financial
Corporation Current Report on Form 8-K dated March 31, 2005.

Purchase Agreement entered into between Fulton Financial Corporation, Fulton Capital Trust I, FFC Management,
Inc. and Sandler O’Neill & Partners, L.P. with respect to the Trust’s issuance and sale in a firm commitment public
offering of $150 million aggregate liquidation amount of 6.29% Capital Securities — Incorporated by reference to
Exhibit 1.1 of the Fulton Financial Corporation Current Report on Form 8-K dated January 20, 2006.

First Supplemental Indenture entered into on May 1, 2007 between Fulton Financial Corporation and Wilmington
Trust Company as trustee, relating to the issuance by Fulton of $100 million aggregate principal amount of 5.75%
subordinated notes due May 1, 2017 — Incorporated by reference to Exhibit 4.1 of the Fulton Financial Corporation
Current Report on Form 8-K dated May 1, 2007.

An Indenture entered into on November 17, 2014 between Fulton Financial Corporation and Wilmington Trust,
National Association as trustee, relating to the issuance by Fulton of $100 million aggregate principal amount of
4.50% subordinated notes due November 15, 2024 — Incorporated by reference to Exhibit 4.1 of the Fulton Financial
Corporation Current Report on Form 8-K dated November 12, 2014.

Amended Employment Agreement between Fulton Financial Corporation and Craig H. Hill dated November 12,
2008 — Incorporated by reference to Exhibit 10.2 of the Fulton Financial Corporation Current Report on Form 8-
K dated November 14, 2008.

Amended Employment Agreement between Fulton Financial Corporation and James E. Shreiner dated November
12, 2008 — Incorporated by reference to Exhibit 10.4 of the Fulton Financial Corporation Current Report on Form
8-K dated November 14, 2008.

Amended Employment Agreement between Fulton Financial Corporation and E. Philip Wenger dated November
12, 2008 — Incorporated by reference to Exhibit 10.5 of the Fulton Financial Corporation Current Report on Form
8-K dated November 14, 2008.

Employment Agreement between Fulton Financial Corporation and Craig A. Roda dated August 1, 2011 —
Incorporated by reference to Exhibit 10.1 of the Fulton Financial Corporation Current Report on Form 8-K dated
August 5, 2011.

Employment Agreement between Fulton Financial Corporation and Philmer H. Rohrbaugh dated November 1,2012
— Incorporated by reference to Exhibit 10.1 of the Fulton Financial Corporation Current Report on Form 8-K dated
October 22, 2012.
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10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

21
23

31.1

Employment Agreement between Fulton Financial Corporation and Meg R. Mueller dated July 1, 2013 —
Incorporated by reference to Exhibit 10.1 of the Fulton Financial Corporation Current Report on Form 8-K dated
June 21, 2013.

Employment Agreementbetween Fulton Financial Corporation and Curtis J. Myers dated July 1,2013 —Incorporated
by reference to Exhibit 10.2 of the Fulton Financial Corporation Current Report on Form 8-K dated June 21, 2013.

Employment Agreement between Fulton Financial Corporation and Angela M. Sargent dated July 1, 2013 —
Incorporated by reference to Exhibit 10.1 of the Fulton Financial Corporation Current Report on Form 8-K dated
June 21, 2013.

Employment Agreement between Fulton Financial Corporation and Patrick S. Barrett dated November 4, 2013 —
Incorporated by reference to Exhibit 10.1 of the Fulton Financial Corporation Current Report on Form 8-K dated
October 24, 2013.

Form of Death Benefit Only Agreement to Senior Management — Incorporated by reference to Exhibit 10.9 of the
Fulton Financial Corporation Annual Report on Form 10K dated March 1, 2007.

Fulton Financial Corporation Amended and Restated Equity and Cash Incentive Compensation Plan — Incorporated
by reference to Exhibit 10.1 of the Fulton Financial Corporation Current Report on Form 8-K dated May 3, 2013.

Form of Option Award and Form of Restricted Stock Award under the Fulton Financial Corporation Amended and
Restated Equity and Cash Incentive Compensation Plan between Fulton Financial Corporation and Officers of the
Corporation — Incorporated by reference to Exhibits 10.1 and 10.2 of the Fulton Financial Corporation Current
Report on Form 8-K dated June 19, 2013.

Form of Amendment to Stock Option Agreement for John M. Bond — Incorporated by reference to Exhibit 10.1 of
the Fulton Financial Corporation Current Report on Form 8-K dated December 22, 2006.

Amended and Restated Fulton Financial Corporation Employee Stock Purchase Plan — Incorporated by reference
to Exhibit A to Fulton Financial Corporation’s definitive proxy statement, dated March 26, 2014.

Fulton Financial Corporation Deferred Compensation Plan, as amended and restated effective January 1, 2014 —
Incorporated by reference to Exhibit 10.1 of the Fulton Financial Corporation Current Report on Form 8-K dated
December 20, 2013.

Form of Supplemental Executive Retirement Plan — For Use with Executives with no Pre-2008 Accruals —
Incorporated by reference to Exhibit 10.2 of the Fulton Financial Corporation Current Report on Form 8-K dated
December 26, 2007.

Form of Amended and Restated Supplemental Executive Retirement Plan - For Use with Executives with Pre-409A
Accruals — Incorporated by reference to Exhibit 10.3 of the Fulton Financial Corporation Current Report on Form
8-K dated December 26, 2007.

Form of Amended and Restated Supplemental Executive Retirement Plan — For Use with Executives First Covered
After 2004 but Before 2008 — Incorporated by reference to Exhibit 10.4 of the Fulton Financial Corporation Current
Report on Form 8-K dated December 26, 2007.

Agreement between Fulton Financial Corporation and Fiserv Solutions, Inc. dated June 23, 2011. Portions of this
exhibit have been redacted and are subject to a confidential treatment request filed with the Securities and Exchange
Commission pursuant to Rule 24b-2 under the Securities Exchange Act of 1934, as amended. The redacted material
was filed separately with the Securities and Exchange Commission. — Incorporated by reference to Exhibit 10.1 of
the Fulton Financial Corporation Quarterly Report on Form 10-Q dated August 8, 2011.

Fulton Financial Corporation Variable Compensation Plan Summary Description — Incorporated by reference to
Exhibit 99.1 of the Fulton Financial Corporation Current Report on Form 8-K dated March 18, 2011.

Fulton Financial Corporation Directors' Equity Participation Plan — Incorporated by reference to Exhibit A to Fulton
Financial Corporation’s definitive proxy statement, dated March 24, 2011.

Form of Restricted Stock Agreement between Fulton Financial Corporation and Directors of the Corporation as of
July 1, 2011 — Incorporated by reference to Exhibit 10.1 of the Fulton Financial Corporation Quarterly Report on
Form 10-Q dated August 8, 2011.

Forms of Time-Vested Restricted Stock Unit Award Agreement and Performance Share Restricted Stock Unit
Award Agreement between Fulton Financial Corporation and Certain Employees of the Corporation as of March
18,2014 — Incorporated by reference to Exhibits 10.1 and 10.2 of the Fulton Financial Corporation Current Report
on Form 8-K dated March 18, 2014.

Form of Master Confirmation between Fulton Financial Corporation and Goldman, Sachs & Co. - Incorporated by
reference to Exhibit 10.1 of the Fulton Financial Corporation Current Report on Form 8-K dated November 12,
2014.

Subsidiaries of the Registrant.

Consent of Independent Registered Public Accounting Firm.

Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

131



31.2
32.1
322
99.1

99.2
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Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Certification of Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
Certification of Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

Stipulation and Consent to the Issuance of a Consent Order between the Federal Deposit Insurance Corporation
and Fulton Bank of New Jersey - filed herewith.

Consent Order issued by the Federal Deposit Insurance Corporation - filed herewith.

Consent Order between the Commission of Banking and Insurance for the State of New Jersey and Fulton Bank
of New Jersey - filed herewith.

Interactive data file containing the following financial statements formatted in XBRL (Extensible Business
Reporting Language): (i) the Consolidated Balance Sheets at December 31, 2014 and December 31, 2013; (ii) the
Consolidated Statements of Income for the years ended December 31, 2014, 2013 and 2012; (iii) the Consolidated
Statements of Comprehensive Income for the years ended December 31,2014, 2013 and 2012;(iv) the Consolidated
Statements of Shareholders’ Equity for the years ended December 31, 2014, 2013 and 2012; (v) the Consolidated
Statements of Cash Flows for the years ended December 31,2014,2013 and 2012; and, (iv) the Notes to Consolidated
Financial Statements — filed herewith.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this
Report to be signed on its behalf by the undersigned, thereunto duly authorized.

FULTON FINANCIAL CORPORATION
(Registrant)

Dated: February 27,2015 By: /s/E. PHILIP WENGER

E. Philip Wenger,
Chairman, Chief Executive Officer and President

Pursuant to the requirements of the Securities Exchange Act of 1934, this Report has been executed below by the following
persons on behalf of the Registrant and in the capacities and on the dates indicated.

Signature Capacity Date
/S/ PATRICK S. BARRETT Senior Executive Vice President February 27, 2015

and Chief Financial Officer

Patrick S. Barrett (Principal Financial Officer)

/S/ JOHN M. BOND, JR. Director February 27, 2015
John M. Bond, Jr.

/8/ L1SA CRUTCHFIELD Director February 27, 2015
Lisa Crutchfield

/S/ CRAIG A. DALLY Director February 27, 2015

Craig A. Dally

/S/ MICHAEL J. DEPORTER Executive Vice President February 27, 2015

- and Controller
Michael J. DePorter (Principal Accounting Officer)

/S/ DENISE L. DEVINE Director February 27, 2015

Denise L. Devine

/S/ PATRICK J. FREER Director February 27, 2015
Patrick J. Freer

/S/ GEORGE W. HODGES Director February 27, 2015
George W. Hodges

/S/ ALBERT MORRISON Director February 27, 2015
Albert Morrison, IT1
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Signature

/s/ R SCOTT SMITH, JR.

R. Scott Smith, Jr.

/S/ GARY A. STEWART

Gary A. Stewart

/S/ ERNEST J. WATERS

Ernest J. Waters

/s/ E. PHILIP WENGER

E. Philip Wenger

Capacity
Director
Director
Director

Chairman, Chief Executive
Officer and President (Principal
Executive Officer)
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10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

EXHIBIT INDEX

Exhibits Required Pursuant to Item 601 of Regulation S-K

Articles of Incorporation, as amended and restated, of Fulton Financial Corporation as amended — Incorporated by
reference to Exhibit 3.1 of the Fulton Financial Corporation Form 8-K dated June 24, 2011.

Bylaws of Fulton Financial Corporation as amended — Incorporated by reference to Exhibit 3.1 of the Fulton Financial
Corporation Current Report on Form 8-K dated September 16, 2014.

An Indenture entered into on March 28, 2005 between Fulton Financial Corporation and Wilmington Trust Company
as trustee, relating to the issuance by Fulton Financial Corporation of $100 million aggregate principal amount of 5.35%
subordinated notes due April 1, 2015 — Incorporated by reference to Exhibit 4.1 of the Fulton Financial Corporation
Current Report on Form 8-K dated March 31, 2005.

Purchase Agreement entered into between Fulton Financial Corporation, Fulton Capital Trust I, FFC Management, Inc.
and Sandler O’Neill & Partners, L.P. with respect to the Trust’s issuance and sale in a firm commitment public offering
of $150 million aggregate liquidation amount of 6.29% Capital Securities — Incorporated by reference to Exhibit 1.1
of the Fulton Financial Corporation Current Report on Form 8-K dated January 20, 2006.

First Supplemental Indenture entered into on May 1, 2007 between Fulton Financial Corporation and Wilmington Trust
Company as trustee, relating to the issuance by Fulton of $100 million aggregate principal amount of 5.75% subordinated
notes due May 1, 2017 — Incorporated by reference to Exhibit 4.1 of the Fulton Financial Corporation Current Report
on Form 8-K dated May 1, 2007.

An Indenture entered into on November 17,2014 between Fulton Financial Corporation and Wilmington Trust, National
Association as trustee, relating to the issuance by Fulton Financial Corporation of $100 million aggregate principal
amount of 4.50% subordinated notes due November 15, 2024 — Incorporated by reference to Exhibit 4.1 of the Fulton
Financial Corporation Current Report on Form 8-K dated November 12, 2014.

Amended Employment Agreement between Fulton Financial Corporation and Craig H. Hill dated November 12, 2008
— Incorporated by reference to Exhibit 10.2 of the Fulton Financial Corporation Current Report on Form 8-K dated
November 14, 2008.

Amended Employment Agreement between Fulton Financial Corporation and James E. Shreiner dated November 12,
2008 — Incorporated by reference to Exhibit 10.4 of the Fulton Financial Corporation Current Report on Form 8-K
dated November 14, 2008.

Amended Employment Agreement between Fulton Financial Corporation and E. Philip Wenger dated November 12,
2008 — Incorporated by reference to Exhibit 10.5 of the Fulton Financial Corporation Current Report on Form 8-K
dated November 14, 2008.

Employment Agreement between Fulton Financial Corporation and Craig A. Roda dated August 1,2011 — Incorporated
by reference to Exhibit 10.1 of the Fulton Financial Corporation Current Report on Form 8-K dated August 5, 2011.

Employment Agreement between Fulton Financial Corporation and Philmer H. Rohrbaugh dated November 1, 2012 —
Incorporated by reference to Exhibit 10.1 ofthe Fulton Financial Corporation Current Report on Form 8-K dated October
22,2012.

Employment Agreement between Fulton Financial Corporation and Meg R. Mueller dated July 1, 2013 — Incorporated
by reference to Exhibit 10.1 of the Fulton Financial Corporation Current Report on Form 8-K dated June 21, 2013.

Employment Agreement between Fulton Financial Corporation and Curtis J. Myers dated July 1, 2013 — Incorporated
by reference to Exhibit 10.2 of the Fulton Financial Corporation Current Report on Form 8-K dated June 21, 2013.

Employment Agreement between Fulton Financial Corporation and Angela M. Sargent dated July 1,2013 —Incorporated
by reference to Exhibit 10.1 of the Fulton Financial Corporation Current Report on Form 8-K dated June 21, 2013.

Employment Agreement between Fulton Financial Corporation and Patrick S. Barrett dated November 4, 2013 —
Incorporated by reference to Exhibit 10.1 ofthe Fulton Financial Corporation Current Report on Form 8-K dated October
24,2013.

Form of Death Benefit Only Agreement to Senior Management — Incorporated by reference to Exhibit 10.9 of the Fulton
Financial Corporation Annual Report on Form 10K dated March 1, 2007.

Fulton Financial Corporation Amended and Restated Equity and Cash Incentive Compensation Plan — Incorporated by
reference to Exhibit 10.1 of the Fulton Financial Corporation Current Report on Form 8-K dated May 3, 2013.

Form of Option Award and Form of Restricted Stock Award under the Fulton Financial Corporation Amended and
Restated Equity and Cash Incentive Compensation Plan between Fulton Financial Corporation and Officers of the
Corporation — Incorporated by reference to Exhibits 10.1 and 10.2 of the Fulton Financial Corporation Current Report
on Form 8-K dated June 19, 2013.
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Form of Amendment to Stock Option Agreement for John M. Bond — Incorporated by reference to Exhibit 10.1 of the
Fulton Financial Corporation Current Report on Form 8-K dated December 22, 2006.

Amended and Restated Fulton Financial Corporation Employee Stock Purchase Plan — Incorporated by reference to
Exhibit A to Fulton Financial Corporation’s definitive proxy statement, dated March 26, 2014.

Fulton Financial Corporation Deferred Compensation Plan, as amended and restated effective January 1, 2014 —
Incorporated by reference to Exhibit 10.1 of the Fulton Financial Corporation Current Report on Form 8-K dated
December 20, 2013.

Form of Supplemental Executive Retirement Plan — For Use with Executives with no Pre-2008 Accruals— Incorporated
by reference to Exhibit 10.2 of the Fulton Financial Corporation Current Report on Form 8-K dated December 26,
2007.

Form of Amended and Restated Supplemental Executive Retirement Plan — For Use with Executives with Pre-409A
Accruals — Incorporated by reference to Exhibit 10.3 of the Fulton Financial Corporation Current Report on Form 8-
K dated December 26, 2007.

Form of Amended and Restated Supplemental Executive Retirement Plan - For Use with Executives First Covered
After 2004 but Before 2008 — Incorporated by reference to Exhibit 10.4 of the Fulton Financial Corporation Current
Report on Form 8-K dated December 26, 2007.

Agreement between Fulton Financial Corporation and Fiserv Solutions, Inc. dated June 23, 2011. Portions of this
exhibit have been redacted and are subject to a confidential treatment request filed with the Securities and Exchange
Commission pursuant to Rule 24b-2 under the Securities Exchange Act of 1934, as amended. The redacted material
was filed separately with the Securities and Exchange Commission. — Incorporated by reference to Exhibit 10.1 of the
Fulton Financial Corporation Quarterly Report on Form 10-Q dated August 8, 2011.

Fulton Financial Corporation Variable Compensation Plan Summary Description — Incorporated by reference to
Exhibit 99.1 of the Fulton Financial Corporation Current Report on Form 8-K dated March 18, 2011.

Fulton Financial Corporation Directors' Equity Participation Plan — Incorporated by reference to Exhibit A to Fulton
Financial Corporation’s definitive proxy statement, March 24, 2011.

Form of Restricted Stock Agreement between Fulton Financial Corporation and Directors of the Corporation as of
July 1, 2011 — Incorporated by reference to Exhibit 10.1 of the Fulton Financial Corporation Quarterly Report on
Form 10-Q dated August 8, 2011.

Forms of Time-Vested Restricted Stock Unit Award Agreement and Performance Share Restricted Stock Unit Award
Agreement between Fulton Financial Corporation and Certain Employees of the Corporation as of March 18, 2014
— Incorporated by reference to Exhibits 10.1 and 10.2 of the Fulton Financial Corporation Current Report on Form
8-K dated March 18, 2014.

Form of Master Confirmation Fulton Financial Corporation and Goldman, Sachs & Co. - Incorporated by reference
to Exhibit 10.1 of the Fulton Financial Corporation Current Report on Form 8-K dated November 12, 2014.
Subsidiaries of the Registrant.

Consent of Independent Registered Public Accounting Firm.

Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

Stipulation and Consent to the Issuance of a Consent Order between the Federal Deposit Insurance Corporation and
Fulton Bank of New Jersey - filed herewith.

Consent Order issued by the Federal Deposit Insurance Corporation - filed herewith.

Consent Order between the Commission of Banking and Insurance for the State of New Jersey and Fulton Bank of
New Jersey - filed herewith.

Interactive data file containing the following financial statements formatted in XBRL (Extensible Business Reporting
Language): (i) the Consolidated Balance Sheets at December 31,2014 and December 31, 2013; (ii) the Consolidated
Statements of Income for the years ended December 31, 2014, 2013 and 2012; (iii) the Consolidated Statements of
Comprehensive Income for the years ended December 31, 2014, 2013 and 2012; (iv) the Consolidated Statements
of Shareholders’ Equity for the years ended December 31, 2014, 2013 and 2012; (v) the Consolidated Statements
of Cash Flows for the years ended December 31,2014, 2013 and 2012; and, (iv) the Notes to Consolidated Financial
Statements — filed herewith.
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Exhibit 21 - Subsidiaries of the Registrant

The following are the subsidiaries of Fulton Financial Corporation:

State of Incorporation or
Subsidiary Organization

Name Under Which Business is
Conducted

Fulton Bank, N.A. United States of America
One Penn Square
P.O. Box 4887

Lancaster, Pennsylvania 17604

Swineford National Bank United States of America
1255 North Susquehanna Trail

P.O Box 241

Hummels Wharf, Pennsylvania 17831

Lafayette Ambassador Bank Pennsylvania
2005 City Line Road
Bethlehem, Pennsylvania 18017

Fulton Financial Realty Company Pennsylvania
One Penn Square
P.O. Box 4887

Lancaster, Pennsylvania 17604

Fulton Reinsurance Company, LTD Turks & Caicos Islands
One Beatrice Butterfield Building

Butterfield Square, Providenciales

Turks & Caicos Islands, BWI

Delaware National Insurance Agency, Inc. Delaware
9 South DuPont Highway

P.O. Box 520

Georgetown, DE 19947

FNB Bank, N.A. United States of America
354 Mill Street
P.O. Box 279

Danville, Pennsylvania 17821

Central Pennsylvania Financial Corp. Pennsylvania
100 W. Independence Street
Shamokin, PA 17872

Fulton Bank of New Jersey New Jersey
533 Fellowship Road
Mt. Laurel, NJ 08054

Fulton Bank

Swineford National Bank

Lafayette Ambassador Bank

Fulton Financial Realty Company

Fulton Reinsurance Company, LTD

Delaware National Insurance Agency, Inc.

FNB Bank, N.A.

Central Pennsylvania Financial Corp.

The Bank



Exhibit 21 - Subsidiaries of the Registrant (Continued)

State of Incorporation or
Subsidiary Organization

Name Under Which Business is
Conducted

FFC Management, Inc. Delaware
P.O. Box 609
Georgetown, DE 19947

Fulton Insurance Services Group, Inc. Pennsylvania
One Penn Square
P.O. Box 7989

Lancaster, Pennsylvania 17604

FFC Penn Square, Inc. Delaware
P.O. Box 609
Georgetown, DE 19947

Virginia Financial Services, LLC Virginia
One Commercial Place #2000
Norfolk, VA 23510

The Columbia Bank Maryland
7168 Gateway Drive
Columbia, MD 21046

Columbia Bancorp Statutory Trust Delaware
7168 Gateway Drive
Columbia, MD 21046

Columbia Bancorp Statutory Trust 11 Delaware
7168 Gateway Drive
Columbia, MD 21046

Columbia Bancorp Statutory Trust III Delaware
7168 Gateway Drive
Columbia, MD 21046

Fulton Capital Trust I Pennsylvania
One Penn Square

P.O. Box 4887

Lancaster, PA 17604

FFC Management, Inc.

Fulton Insurance Services Group, Inc.

FFC Penn Square, Inc.

Virginia Financial Services, LLC

The Columbia Bank

Columbia Bancorp Statutory Trust

Columbia Bancorp Statutory Trust II

Columbia Bancorp Statutory Trust 111

Fulton Capital Trust I



Exhibit 23 - Consent of Independent Registered Public Accounting Firm

The Board of Directors

Fulton Financial Corporation:

We consent to the incorporation by reference in the registration statement (No. 333-05471, No. 333-05481, No.
333-44788, No. 333-81377, No. 333-64744, No. 333-76594, No. 333-76600, No. 333-76596, No. 333-107625, No.
333-114206, No. 333-116625, No. 333-121896, No. 333-126281, No. 333-131706, No. 333-135839, No. 333-145542,
No. 333-168237, No. 333-175065, No. 333-189457, No. 333-128894 and No. 333-197728) on Form S-8 and on the
registration statement (No. 333-37835, No. 333-61268, No. 333-123532, No. 333-130718, No. 333-156339, No.
333-189459, No. 333-189488, No. 333-156339 and No. 333-197730) on Form S-3 of Fulton Financial Corporation
of our report dated February 27, 2015, with respect to the consolidated balance sheets of Fulton Financial Corporation
and subsidiaries as of December 31,2014 and 2013, and the related consolidated statements of income, comprehensive
income, shareholders’ equity, and cash flows for each of the years in the three-year period ended December 31, 2014,
and the effectiveness of internal control over financial reporting as of December 31, 2014, which report appears in the
December 31, 2014 annual report on Form 10-K of Fulton Financial Corporation.

/s/ KPMG LLP

Philadelphia, Pennsylvania

February 27, 2015



Exhibit 31.1 — Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, E. Philip Wenger certify that:

1. Thave reviewed this annual report on Form 10-K of Fulton Financial Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

Designed such internal control over financial reporting, or caused such internal control over financial reporting
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles.

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and;

5. Theregistrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

a. Allsignificant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize
and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role
in the registrant’s internal control over financial reporting.

Date: February 27, 2015 /s/ E. Philip Wenger

E. Philip Wenger
Chairman, Chief Executive Officer and
President



Exhibit 31.2 — Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, Patrick S. Barrett, certify that:

1. Thave reviewed this annual report on Form 10-K of Fulton Financial Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present
in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

Designed such internal control over financial reporting, or caused such internal control over financial reporting
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles.

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual
report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and;

5. Theregistrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):

a. Allsignificant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize
and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role
in the registrant’s internal control over financial reporting.

Date: February 27, 2015 /s/ Patrick S. Barrett

Patrick S. Barrett
Senior Executive Vice President and Chief Financial Officer



Exhibit 32.1 — Certification of Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

I, E. Philip Wenger, Chief Executive Officer of Fulton Financial Corporation, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, certify that:

The Form 10-K of Fulton Financial Corporation, containing the consolidated financial statements for the year ended December 31,
2014, fully complies with the requirements of Sections 13(a) or 15(d) of the Securities Exchange Act of 1934. The information
contained in the Form 10-K fairly presents, in all material respects, the financial condition and results of operations of Fulton
Financial Corporation.

Dated: February 27, 2015

/s/ E. Philip Wenger

E. Philip Wenger
Chairman, Chief Executive Officer and
President




Exhibit 32.2 — Certification of Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

I, Patrick S. Barrett, Chief Financial Officer of Fulton Financial Corporation, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, certify that:

The Form 10-K of Fulton Financial Corporation, containing the consolidated financial statements for the year ended December 31,
2014, fully complies with the requirements of Sections 13(a) or 15(d) of the Securities Exchange Act of 1934. The information
contained in the Form 10-K fairly presents, in all material respects, the financial condition and results of operations of Fulton
Financial Corporation.

Dated: February 27, 2015

/s/ Patrick S. Barrett

Patrick S. Barrett
Senior Executive Vice President and Chief Financial Officer




INVESTOR INFORMATION

INVESTOR INFORMATION

Stock LisTING

Common shares of Fulton Financial Corporation are
traded under the symbol “FULT” and are listed in the
NASDAQ Global Select Market.

CasH DIVIDENDS

The Fulton Financial Corporation Board of Directors
decides whether to declare a quarterly cash dividend
in the third month of each quarter (i.e., March, June,

September and December).

DiviDEND REINVESTMENT PrAN
AND DirecT DEPOsIT OF CAsH DIVIDENDS
Fulton Financial Corporation offers its shareholders

the convenience of a Dividend Reinvestment and Stock

Purchase Plan and direct deposit of cash dividends.

Holders of stock may have their quarterly dividends
automatically reinvested in additional shares of the

Corporation’s common stock by utilizing the Dividend

Reinvestment Plan.

Shareholders participating in the Plan may also make

voluntary cash contributions not to exceed $25,000 per

month.

In addition, shareholders have the option of having
their cash dividends sent directly to their financial
institution for deposit into their checking or savings

account.

Shareholders may receive information on either the
Dividend Reinvestment Plan and Stock Purchase Plan,
including a plan prospectus, or direct deposit of cash
dividends by writing to:

Stock Transfer Department

Fulton Financial Advisors

P.O. Box 3215

Lancaster, PA 17604-3215

or by calling: 717-291-2546 or toll-free:
1-800-626-0255.

Go GREEN!

Would you like to help your company manage expenses? Vote your
shares online or by phone as outlined on the voter instruction form

enclosed in this proxy packet.

Would you like to receive your proxy materials sooner? Sign up
to receive your materials electronically when you vote your shares

online at www.proxyvote.com.

INVESTOR INFORMATION AND DOCUMENTS

A copy of the Corporation’s Annual Report, Form 10-K, Proxy
Statement and other documents filed with the Securities and
Exchange Commision can be viewed on the Corporation’s website at
www.fult.com. In addition, copies of the Form 10-K and Proxy Statement

may be obtained without charge to shareholders by writing to:

Corporate Secretary

Fulton Financial Corporation
P.O. Box 4887

Lancaster, PA 17604-4887

News, stock information, Corporate presentations and other
information can be found on the Corporation’s website at

www.fult.com.

The Annual Meeting of Shareholders of Fulton Financial Corporation
will be held on Tuesday, May 5, 2015 at 10:00 a.m. at the Lancaster

Marriott at Penn Square in downtown Lancaster, PA.

To make a reservation, please return the Annual Meeting Response
Card you received with your proxy statement. Your reservation will
help ensure that we have adequate seating for all shareholders who

plan to join us that day.




BANKING SUBSIDIARIES:
Fulton Bank, N.A.
Fulton Bank of New Jersey
Swineford National Bank
Lafayette Ambassador Bank
FNB Bank, N.A.

The Columbia Bank

Residential mortgage lending offered through:
Fulton Mortgage Company

Investment management and
planning services offered through:
Fulton Financial Advisors &
Clermont Wealth Strategies
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