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Dear Shareholder:

Fulton Financial Corporation made meaningful
progress in 2015 as we continued to focus internally
to position the company to meet the challenges of
the rapidly changing financial services landscape and
began to intensify our focus on achieving organic
growth. In the latter part of 2015, we saw the results
of these efforts as our performance improved in a
number of key areas.

In 2015, we:

¢ achieved growth in loans, deposits and non-interest
income;

* invested in people, training and technology to
improve our risk management and compliance
processes;

* managed our balance sheet and capital to benefit
our shareholders; and

* refined our corporate strategy and increased our
focus on successfully executing that strategy.

Financial Performance

For the year ended December 31, 2015, diluted
earnings per share was 85 cents, a 1.2% increase
over the 84 cents diluted earnings per share we
reported in 2014. Net income for 2015 was $149.5
million compared to $157.9 million for 2014. The
book value of our stock as of December 31, 2015
increased 5.0% as compared to December 31, 2014.

The persistently low interest rate environment
continued to exert pressure on our earning asset
yields throughout the year. Net interest income
decreased $14.9 million, or 2.9%, compared to 2014.
Our net interest margin also declined to 3.21%.
However, total non-interest income, excluding
investment securities gains, increased by 4.5%,

or $7.4 million, compared to 2014. Non-interest
expense, excluding the loss on the redemption of
trust preferred securities incurred as part of our
balance sheet restructuring, increased by $15.3
million, or 3.3%, compared to 2014. Our return on
average assets was 0.86% for 2015 and our return

on average common shareholders’ equity (tangible)*
was 10.01%.

Loan and Deposit Growth

Profitable loan and deposit growth, and the
relationship between yields on earning assets and
funding costs, is very important to meeting our
strategic earnings per share goals in the future. Total
loans at December 31, 2015 increased by $726.9
million, or 5.5%, compared to December 31, 2014.
Average loans increased $445.8 million, or 3.5%,
over the same period. We have a well-diversified
loan portfolio, and our growth came from a broad
range of industries. Some of our 2015 loan growth
came from market disruption as other banks in the
markets we serve were acquired by larger banks,
and we were able to attract new customers to our
company.

Our asset quality continued to improve during

the year. Our loan delinquencies and net charge-

offs decreased to the lowest levels since 2007. The
provision for credit losses at December 31, 2015 was
$2.3 million, a decrease of $10.3 million from 2014.

We fund our loans through a combination of
customer core deposits and short-term borrowings.
For the year ended December 31, 2015, average
deposits increased $879.5 million, or 6.8%, compared
to the year ended December 31, 2014. Over the

last several years, we have decreased our reliance on
higher cost time deposits in favor of less expensive
core deposit accounts, as evidenced in our 8.9%
year-over-year core deposit growth. In summary, we
are well-positioned to meet the credit needs of our
customers and continue to make quality earning asset
growth a top priority in 2016.

Non-interest Income and Expenses

Continued revenue growth from investment
management and trust services, deposit account
fees, residential mortgages, debit cards and merchant
services, among others, is very important to our
overall financial performance. In 2015, excluding
investment securities gains, non-interest income
increased by a healthy $7.4 million, or 4.5%, over the
prior year.



We were particularly pleased, despite a
significant number of new regulations, to see
our mortgage banking income increase by
0.4% year-over-year due to higher activity and
higher spread income on the mortgages we
sell in the secondary market. We believe that
residential mortgage lending is foundational

to our relationship banking strategy. Because
of our ongoing commitment to this area,

and in conjunction with our focus on talent
management, we added sales and marketing
expertise to our mortgage lending staff across
all of our geographic markets. With the
competitive changes in our markets, and the
recent decisions by some banks to exit or curtail
their mortgage lending activities due to greater
regulation, we view this business line as an
opportunity for future growth and profitability.

There were a number of expense categories
that contributed to the $20.9 million, or 4.6%,
increase in our non-interest expenses in 2015.
The largest increase was in salaries and benefits,
as we continued to add human resource
expertise to our Bank Secrecy Act/Anti-Money
Laundering compliance programs, areas that
were specifically cited as deficiencies under our
current enforcement actions.

Mitigating our expense growth in 2015 was the
collective impact of our multi-year expense
reduction initiatives. These included branch
consolidations, organizational streamlining
and changes to some of our employee benefit
programs. We are committed to improving our
efficiency ratio over time through disciplined

expense control and revenue growth.

Capital Management and Deployment/
Enhancing Shareholder Value

Our ongoing profitable operations continue
to generate capital, and managing that capital
for the benefit of our shareholders remains
one of our top priorities. Our capital levels

exceed required regulatory minimums, helping
us to ensure safety and soundness and to also
mitigate operational and economic risks.

I'am pleased to tell you that in 2015, we
returned almost 80% of the corporation’s
earnings to our shareholders as part of our
capital management initiatives. Over the last
several years, we have deployed that capital

by repurchasing our stock and through the
payment of quarterly and special cash dividends.

In 2015, we increased our quarterly cash
dividend by one cent per share, and we once
again paid a two cent per share special dividend
in December 2015, as we did in December of
2014. We also repurchased $50 million of our
common stock under the share repurchase
program we announced in April 2015. It

is important to note that from June 2012
through January 2016, we repurchased 30.9
million shares, or 15.4% of our outstanding
shares, totaling over $363 million, at an average
purchase price of $11.74 per share. The number
of shares outstanding at the end of 2015 was
174.2 million, compared to 178.9 million at the
end of 2014. We continue to buy back shares

as appropriate under the $50 million repurchase
program announced in October 2015 which
expires on December 31, 2016.

Strategic Execution

The pace of change within our industry is
unprecedented. This means that financial
institutions must become more proactive and
responsive in anticipating, planning for and
managing changes in the competitive landscape
and changes in customer product and service
utilization, financial preferences and behaviors.

In response, we have performed a
comprehensive review of the Corporation’s
strategic plan and how we execute that plan
to grow the company. We have developed



a three-pronged approach to simplify our
processes to be more efficient; differentiate
ourselves in the marketplace to accelerate our
organic growth; and execute everything we do
more effectively to achieve optimal results.

To accomplish our strategic initiatives
successfully, we have made considerable
investments to attract experienced and
motivated employees and equip all of our
team members with the tools and knowledge
they need to do their jobs, cultivate creative
thinking and adapt to change.

Corporate Governance

Over the past year, we have had a few changes
in membership on the Corporation’s board of
directors. John M. Bond, Jr. retired in August
2015, and Gary A. Stewart retired in January
2016. Both were longtime directors of Fulton
Financial Corporation and our subsidiary
banks, and we appreciate their service.

We also added three new directors to the
board. James R. Moxley, I1I joined the board
in May 2015, Ronald H. Spair became a
director in September 2015, and Mark E
Strauss joined the board in January 2016. All
three have brought added expertise to the
board, and we welcome their leadership.

Looking Ahead

As a shareholder, it is important that you
know the goals and objectives that your senior

management team seeks to accomplish in
2016. They are:

* Establishing the sustainability of the
framework and processes we put in place
to emerge from the regulatory enforcement
orders concerning our Bank Secrecy Act/
Anti-Money Laundering program;

¢ Continuing to return capital to our
shareholders through dividends and stock
repurchase initiatives;

* Continuing our disciplined expense control
by finding new ways to gain efficiencies;

¢ Continuing to invest prudently in technology
and initiatives that produce growth;

* Capitalizing on organic market share
opportunities presented by competitive
disruption in our markets; and

* Focusing on the recruitment, retention
and career success of talented employees
who are able to grow and change with the
company over time.

Our board of directors and management team
look forward to meeting with shareholders at
our annual shareholders meeting in Lancaster,
Pennsylvania on Monday, May 16, at 10 a.m.
Meeting registration materials are enclosed

for mailing, or you may register electronically
when you vote your proxy online.

We thank you for your investment in Fulton
Financial Corporation, and we continue to
work to grow that investment over time.

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 financial
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 gave the
Corporation the ability to expand its financial services activities under its holding company structure (See "Competition" and
"Supervision and Regulation" below). The Corporation directly owns 100% of the common stock of six community banks and
eight non-bank entities. As of December 31, 2015, the Corporation had approximately 3,460 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 2015
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 that emphasizes relationship banking. Where appropriate, operations
are centralized through common platforms and back-office functions. The Corporation has announced that it is developing plans
to seek regulatory approval to begin the process of consolidating its six subsidiary banks in connection with a transition to a
business model that will be less oriented on geographic boundaries and will instead focus more on alignment with the customer
segments the Corporation serves. The Corporation also believes that consolidation will enhance its ability to manage risk more
efficiently and effectively through a centralized risk management and compliance function. This multi-year process is expected
to eventually result in the Corporation conducting its core banking business through a single subsidiary bank. Consolidation of
the bank subsidiaries will result in a single subsidiary bank with greater than $10 billion of assets, subjecting it to more stringent
regulation applicable to institutions that exceed that threshold. See Item 1A. Risk Factors - "Additional growth, particularly at
the Corporation’s largest subsidiary, Fulton Bank, N.A., would subject it to additional regulation and increased supervision" under
"Legal, Compliance and Reputational Risks." The timing of the commencement of this 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. See Item 1A. Risk
Factors - "The Corporation and its bank subsidiaries are subject to regulatory enforcement orders requiring improvement in
compliance functions and remedial actions" under "Legal, Compliance and Reputational Risks."

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.
However, a large portion of the Corporation’s loan portfolio is comprised of commercial loans, commercial mortgage loans and
construction loans. See Item 1A. Risk Factors - "Economic downturns and the composition of the Corporation’s loan portfolio
subject the Corporation to credit risk" under "Economic and Credit Risks."

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 a single borrower
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to $50.0 million as of December 31, 2015, 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 (LIBOR), as well as interest rate swaps. 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 Fulton Financial Advisors, a division of
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 depositing checks, transferring funds and paying bills, at virtually any time of the day.

The following table provides certain information for the Corporation’s banking subsidiaries as of December 31, 2015:

Subsidiary M oeation Assets _ Deposits _ _Branches (1)
(dollars in millions)

Fulton Bank, N.A. Lancaster, PA $ 9,835 $ 7,692 112
Fulton Bank of New Jersey Mt. Laurel, NJ 3,677 3,100 65
The Columbia Bank Columbia, MD 2,115 1,697 31
Lafayette Ambassador Bank Bethlehem, PA 1,526 1,228 21
FNB Bank, N.A. Danville, PA 363 267 7
Swineford National Bank Middleburg, PA 306 259 7

243

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

The Corporation owns 100% of the common stock of three 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, 2015:

Subsidiary State of Incorporation Total Assets

(in thousands)
Columbia Bancorp Statutory Trust.........ccoecvevierierieiieiecieie e Delaware $ 6,186
Columbia Bancorp Statutory Trust I1...........cccoeveiiiiiiriiiieiecieieceeeeies Delaware 4,124
Columbia Bancorp Statutory Trust IIL..........cccooieiiiiiiiiieeeceeeee 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 the wide availability 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.
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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 may enhance the ability of the
Corporation to compete in the future.



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 15 of these counties, the Corporation ranked
in the top 5 in deposit market share (based on deposits as of June 30, 2015). 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
Institutions

Deposit Market Share
(June 30, 2015)

Population . . Banks/ Credit
County State (2015 Est.) Banking Subsidiary Thrifts Unions Rank %

Lancaster .............. PA 538,000 Fulton Bank, N.A. 21 8 1 25.0%
Berks......cooveunnne... PA 414,000 Fulton Bank, N.A. 20 15 8 3.2%
Bucks....cccoovvennne. PA 627,000 Fulton Bank, N.A. 38 22 17 1.8%
Centre ..o PA 161,000 Fulton Bank, N.A. 17 5 11 3.4%
Chester.................. PA 518,000 Fulton Bank, N.A. 32 9 9 3.3%
Columbia............... PA 67,000 FNB Bank, N.A. 6 2 5 4.2%
Cumberland........... PA 247,000 Fulton Bank, N.A. 19 11 13 1.9%
Dauphin................ PA 273,000 Fulton Bank, N.A. 16 7 6 4.2%
Delaware............... PA 565,000 Fulton Bank, N.A. 28 13 30 0.3%
Lebanon................ PA 137,000 Fulton Bank, N.A. 12 1 1 31.4%
Lehigh................... PA 360,000 Lafayette Ambassador Bank 21 17 7 4.1%
Lycoming.............. PA 116,000 FNB Bank, N.A. 11 12 14 0.8%
Montgomery ......... PA 822,000 Fulton Bank, N.A. 40 27 25 0.4%
Montour................ PA 19,000 FNB Bank, N.A. 5 1 2 24.3%
Northampton......... PA 302,000 Lafayette Ambassador Bank 16 14 4 13.2%
Northumberland ... PA 94,000 FNB Bank, N.A. 18 3 9 3.7%

Swineford National Bank 14 1.9%
Schuylkill ............. PA 145,000 Fulton Bank, N.A. 14 7 10 4.0%
Snyder................... PA 41,000 Swineford National Bank 8 — 2 26.5%
Union......cccoveuns PA 45,000 Swineford National Bank 8 1 5 6.9%
YorK..oooooooieieninnnn PA 443,000 Fulton Bank, N.A. 15 13 4 10.6%
New Castle ........... DE 558,000 Fulton Bank, N.A. 15 35 12 0.2%
SUSSEX...ovvuvviieeennnn DE 216,000 Fulton Bank, N.A. 15 2 3 8.1%
Anne Arundel ....... MD 567,000 The Columbia Bank 29 15 21 0.3%
Baltimore.............. MD 833,000 The Columbia Bank 37 21 23 0.8%
Baltimore City ...... MD 623,000 The Columbia Bank 30 19 12 0.3%
Cecil oooveiiannnne. MD 103,000 The Columbia Bank 7 4 3 13.5%
Frederick............... MD 247,000 The Columbia Bank 17 6 15 0.8%
Howard................. MD 317,000 The Columbia Bank 20 5 5 8.7%
Montgomery......... MD 1,049,000 The Columbia Bank 32 22 36 0.2%
Prince George's..... MD 919,000 The Columbia Bank 19 20 21 0.7%
Washington........... MD 150,000 The Columbia Bank 12 3 2 20.4%
Atlantic................. NJ 275,000 Fulton Bank of New Jersey 16 9 12 1.4%
Burlington............. NJ 449,000 Fulton Bank of New Jersey 20 18 16 0.9%
Camden................. NJ 510,000 Fulton Bank of New Jersey 21 14 11 2.3%
Cumberland.......... NJ 157,000 Fulton Bank of New Jersey 12 6 13 1.9%
Gloucester............. NJ 292,000 Fulton Bank of New Jersey 23 6 2 14.3%



No. of Financial Deposit Market Share

Institutions (June 30, 2015)
Population . . Banks/ Credit
County State (2015 Est.) Banking Subsidiary Thrifts Unions Rank %
Hunterdon............. NJ 126,000 Fulton Bank of New Jersey 16 7 11 2.5%
Mercer .................. NJ 373,000 Fulton Bank of New Jersey 24 26 19 0.9%
Middlesex.............. NJ 845,000 Fulton Bank of New Jersey 46 38 30 0.3%
Monmouth ............ NJ 629,000 Fulton Bank of New Jersey 27 12 26 0.5%
MOTITIS ..o NJ 501,000 Fulton Bank of New Jersey 31 27 15 1.3%
Ocean........ccoeuune. NJ 590,000 Fulton Bank of New Jersey 21 7 18 0.8%
Salem.......cccccoeeee NJ 64,000 Fulton Bank of New Jersey 8 1 25.2%
Somerset............... NJ 335,000 Fulton Bank of New Jersey 29 10 9 2.6%
Warren.................. NJ 107,000 Fulton Bank of New Jersey 13 5 5 8.4%
Chesapeake City ... VA 238,000 Fulton Bank, N.A. 14 10 10 1.6%
Fairfax ................. VA 1,144,000 Fulton Bank, N.A. 36 19 41 0.1%
Henrico................. VA 325,000 Fulton Bank, N.A. 24 18 18 0.7%
Manassas .............. VA 43,000 Fulton Bank, N.A. 14 1 11 2.0%
Newport News...... VA 184,000 Fulton Bank, N.A. 12 4 15 0.5%
Richmond City ..... VA 221,000 Fulton Bank, N.A. 18 7 15 0.2%
Virginia Beach...... VA 455,000 Fulton Bank, N.A. 16 7 10 1.6%

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 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)
FUulton Bank, NLA. ...ttt e e et e e e eaaeesenaeesenneeeennees National OCC

Fulton Bank of NEeW JerSEY .....c.eeuiiiieiiiieiieieie ettt NI NIJ/FDIC

The Columbia Bank ..........cc.ooiiiiiiiiiiiiiiiiieese ettt MD MD/FDIC

Lafayette Ambassador Bank ...........c.ccocieviiiiiiiiiieie et PA PA/Federal Reserve
FINB Bank, NLA . ..ottt e e e et e e e e e eataaeeeeseenaaseeeseenanseeeeseannnes National OoCC

Swineford National Bank ...........ccoocoiiiiiiiiiiiieice e National ocCcC

Fulton Financial Corporation (Parent COmpany)..........ccccecverveeeerieeiesieeeesreeeesreesenseenns 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, the National
Bank 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



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, 2015, 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 $9.8 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.

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 began in June 2015
for stress tests that commenced in the fall of 2014. 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 did not lead
the Corporation to raise additional capital or alter the mix of its capital components. Pursuant to final rules published in October
2014 and December 2015, the FRB modified the start date of the stress test cycles so that, going forward, stress tests must be
conducted using financial data as of December 31 of the prior year, the results of the stress test must be reported to the FRB on
or before July 31 and a summary of the results of the stress test must be publicly disclosed between October 15 and October 31.
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.

Residential Lending Laws - As a residential mortgage lender, the Corporation and its bank subsidiaries are subject to multiple
federal consumer protection statutes and regulations, including, but not limited to, the Truth-In-Lending Act (TILA), 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,
the imposition of civil money penalties and consumer litigation.

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 TILA, 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 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
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the Real Estate Settlement Procedures Act (RESPA) and the TILA in connection with certain closed-end consumer mortgage loans.
These final rules became 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.

Consumer Financial Protection Enforcement - The CFPB has exclusive examination and primary enforcement authority with
respect to compliance with federal consumer financial protection laws and regulations by institutions under its supervision and is
authorized, individually or jointly with the federal bank regulatory agencies (the Agencies), to conduct investigations to determine
whether any person is, or has, engaged in conduct that violates such laws or regulations. The CFPB may bring an administrative
enforcement proceeding or civil action in Federal district court. In addition, in accordance with a memorandum of understanding
entered into between the CFPB and the Department of Justice (DOJ), the two agencies have agreed to coordinate efforts related
to enforcing the fair lending laws, which includes information sharing and conducting joint investigations. As an independent
bureau within the FRB, the CFPB may impose requirements that are more severe than those of the other bank regulatory agencies.
During 2015, the CFPB and the DOJ pursued a number of enforcement actions against depository institutions with respect to
compliance with fair lending laws.

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 proprietary trading and covered fund activities covered by the Volcker Rule.
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 covered fund 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.

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.

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 I11.

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'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 will be fully phased in on January 1, 2019.

The U.S. Basel III Capital Rules 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; 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 TruPS, are being phased out as a
component of Tier 1 capital for institutions of the Corporation's size. In July 2015, the previously outstanding trust
preferred securities issued by Fulton Capital Trust I were redeemed.

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 previous 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.

When fully phased in on January 1, 2019, the Corporation and its bank subsidiaries will also be required to maintain a "capital
conservation buffer" of 2.50% above the minimum risk-based capital requirements. The required minimum capital conservation
buffer began to be phased in incrementally, starting at 0.625%, on January 1, 2016, and will increase to 1.25% on January 1,2017,
1.875% on January 1,2018 and 2.50% on January 1,2019. The 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 may make it more difficult for the Corporation to
retain key personnel.

As of December 31, 2015, the Corporation met the fully-phased in minimum capital requirements, including the new capital
conservation buffer, as prescribed in the U.S. Basel III 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 111 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
M1 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.
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 nor any additional proposed rules under the Basel III liquidity framework are
applicable 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. Prior to January
1, 2015, an insured depository institution was treated as well capitalized if its total risk-based capital ratio was 10.00% or greater,
its Tier 1 risk-based capital ratio was 6.00% or greater and its Tier 1 leverage capital ratio was 5.00% or greater, and it was not
subject to any order or directive by its primary federal regulator to meet a specific capital level. Effective January 1, 2015, 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-
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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,
2015, 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.

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 11 - Regulatory Matters," in the Notes to Consolidated Financial Statements in
Item 8. Financial Statements and Supplementary Data 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, 2015, 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.

The FDIC annually establishes for the DIF a designated reserve ratio, or DRR, of estimated insured deposits. The FDIC has
announced that the DRR for 2016 will remain at 2.00%, which is the same ratio that has been in effect since January 1, 2011. 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 DIF reserve ratio 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.

On October 22, 2015, the FDIC issued a proposal to increase the reserve ratio for the DIF to the minimum level of 1.35% as
required by the Reform Act. The proposed rule would impose on insured depository institutions with $10 billion or more in total
consolidated assets a quarterly surcharge equal to an annual rate of 4.5 basis points applied to the deposit insurance assessment
base, after making certain adjustments. Ifthe rule is adopted as proposed, the FDIC expects that these surcharges would commence
in 2016 and continue for approximately eight quarters; however, if the reserve ratio for the DIF does not reach the required level
by December 31, 2018, the FDIC would impose a shortfall assessment on March 31, 2019, which would be collected on June 30,
2019. 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.
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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;
» Establishment of enhanced due diligence policies, procedures and controls designed to detect and report money
laundering; and
* 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 Consent Orders) issued by
bank 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 Consent 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 Item 1 A. Risk Factors - "The Corporation and its bank subsidiaries are subject to regulatory
enforcement orders requiring improvement in compliance functions and remedial actions" under "Legal, Compliance and
Reputational Risks;" Item 3. Legal Proceedings; "Regulatory Enforcement Orders," under "Overview and Outlook" in Item 7.
Management’s Discussion and Analysis of Financial Condition and Results of Operations; and "Note 11 - Regulatory Matters,"
in the Notes to Consolidated Financial Statements in Item 8. Financial Statements and Supplementary Data.

Commercial Real Estate Guidance - In December 2015, the Agencies released a statement entitled "Statement on Prudent Risk
Management for Commercial Real Estate Lending" (the CRE Statement). In the CRE Statement, the Agencies express concerns
with institutions which ease commercial real estate underwriting standards, direct financial institutions to maintain underwriting
discipline and exercise risk management practices to identify, measure and monitor lending risks, and indicate that they will
continue to pay special attention to commercial real estate lending activities and concentrations going forward. The Agencies
previously issued guidance in December 2006, entitled "Interagency Guidance on Concentrations in Commercial Real Estate
Lending, Sound Risk Management Practices," which states that an institution is potentially exposed to significant commercial real
estate concentration risk, and should employ enhanced risk management practices, where (1) total commercial real estate loans
represents 300% or more of its total capital and (2) the outstanding balance of such institution's commercial real estate loan portfolio
has increased by 50% or more during the prior 36 months.

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
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 31,2015, all of the Corporation’s
subsidiary banks are rated at least 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
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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 $15.2 million and $110.2 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 $110.2 million. The first $15.2 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.

Federal Securities Laws - The Corporation is subject to the periodic reporting, proxy solicitation, tender offer, insider trading,
corporate governance and other requirements under the Securities Exchange Act of 1934. Among other things, the federal securities
laws require 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 Part II, 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, 2015, the executive officers of the Corporation are as follows:

Name

Age

Office Held and Term of Office

E. Philip Wenger

Patrick S. Barrett

Meg R. Mueller

Curtis J. Myers

Craig A. Roda

Philmer H. Rohrbaugh

Angela M. Sargent

58

52

51

47

59

63

48

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 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. Mr. Roda has
been employed by the Corporation in a number of positions since 1979.

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.
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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.

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, changes in the rate of inflation, 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, 2015 is sufficient to cover incurred losses in the
loan portfolio on that date, the Corporation may need 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
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 will 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 on 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 "Provision and Allowance for Credit Losses," under "Financial Condition" in Item 7. Management’s Discussion
and Analysis of Financial Condition and Results of Operations.
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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 $10.4 billion, or 74.8%, of the Corporation’s loan portfolio was in commercial loans, commercial mortgage loans,
and construction loans at December 31, 2015. 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 likely to be 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. Intense competition among lenders, coupled with moderate levels of recent economic growth, can increase
pressure on the Corporation to relax its credit standards and/or underwriting criteria in order to achieve the Corporation’s loan
growth targets. A relaxation of credit standards or underwriting criteria could result in greater challenges in the repayment or
collection of loans should economic conditions, or individual borrower performance, deteriorate to a degree that could impact
loan performance. Additionally, competitive pressures could drive the Corporation to consider loans and customer relationships
that are outside of the Corporation’s established risk appetite or target customer base. See "Loans," under "Financial Condition"
in Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

MARKET 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 74% of total
revenues in 2015. 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-ecarning 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 pressures the Corporation to lower rates charged on loans more than the decline in market rates would
otherwise indicate. Competition may also pressure the Corporation to pay higher rates on deposits than market rates would otherwise
indicate. Thus, although loan demand has improved in recent 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 "Net Interest Income," in
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

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

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 increase or decrease the size of certain of its businesses, including its personnel, to more
appropriately 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
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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.

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, 2015, the Corporation’s securities investments included $98.1 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.

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, 2015, had a fair value of $10.2 million. The Corporation's holdings of this financial institution constituted
approximately 49.5% 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. or international 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 Item 7A. Quantitative and Qualitative Disclosures About Market Risk.
LIQUIDITY RISK.
Changes in interest rates or disruption in liquidity markets may adversely affect the Corporation’s sources of funding.

The Corporation must maintain sufficient sources of liquidity to meet the demands of its depositors and borrowers, support its
operations and meet regulatory expectations. 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 use of liquidity resources
of the holding company, including capital markets funding. Lower-cost, core deposits may be adversely affected by changes in
interest rates, and secondary sources of liquidity can be more costly to the Corporation than funding provided by deposit account
balances having similar maturities. In addition, adverse changes in the Corporation’s results of operations or financial condition,
downgrades in the Corporation’s credit ratings, regulatory actions involving the Corporation, or changes in regulatory, industry
or market conditions could lead to increases in the cost of these secondary sources of liquidity, the inability to refinance or replace
these secondary funding sources as they mature, or the withdrawal of unused borrowing capacity under these secondary funding
sources.

While the Corporation attempts to manage its liquidity through various techniques, the 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 bank subsidiaries’ deposit accounts in response to
increases in interest rates. In the years following the 2008 financial crisis, even as the general level of market interest rates remained
low by historical standards, depositors frequently avoided higher-yielding and higher-risk alternative investments, in favor of the
safety and liquidity of non-maturing deposit accounts. These circumstances contributed to significant growth in non-maturing
deposit account balances at the Corporation, and at depository financial institutions generally. Should interest rates rise, customers
may become more sensitive to interest rates when making deposit decisions and considering alternative opportunities. This increased
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sensitivity to interest rates could cause customers to move funds into higher-yielding deposit accounts offered by the Corporation’s
bank subsidiaries, require the Corporation’s bank subsidiaries to offer higher interest rates on deposit accounts to retain customer
deposits or cause customers to move funds into alternative investments or deposits of other banks or non-bank providers. 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. Movement of customer deposits into higher-yielding
deposit accounts offered by the Corporation’s bank subsidiaries, the need to offer higher interest rates on deposit accounts to retain
customer deposits or the movement of customer deposits into alternative investments or deposits of other banks or non-bank
providers could increase the Corporation’s funding costs, reduce its net interest margin and/or create liquidity challenges.

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. If the Corporation is not able to continue to rely primarily on customer deposits to meet its liquidity
and funding needs, continue to access secondary, non-deposit funding sources on favorable terms or otherwise fails to manage its
liquidity effectively, the Corporation’s ability to continue to grow may be constrained and the Corporation’s liquidity, operating
margins, results of operations and financial condition may be materially adversely affected. See "Interest Rate Risk, Asset/Liability
Management and Liquidity," in Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

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 bank subsidiaries to the parent company in the form of loans and dividends.
Generally, these limitations are based on the bank subsidiaries' 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 bank subsidiaries, and the Corporation and its subsidiaries are subject to regulation by a relatively large
number of federal and state 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. As a result, 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 bank subsidiaries. This multi-year consolidation process is expected to eventually result in the Corporation conducting its core
banking business through a single bank subsidiary, which would reduce the number of government agencies that regulate the
Corporation’s banking operations. The timing of the commencement of this consolidation process will depend significantly on
the Corporation and its bank 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). The Corporation will also need to establish, 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 bank subsidiaries 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 can be obtained or that such consolidation would significantly reduce the time, expense and internal and external
resources associated with regulatory compliance.
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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 each of its bank subsidiaries are subject impose certain restrictions on the expansion activities of the Corporation and such
bank subsidiaries.

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 and/or results of operations.

The Corporation and its bank subsidiaries are subject to regulatory enforcement orders requiring improvement in compliance
Sfunctions 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, as mentioned above, the Corporation and each of its bank subsidiaries are subject to regulatory enforcement orders
issued during 2014 and 2015 by their respective Federal and state bank regulatory agencies relating to identified deficiencies in
the Corporation’s centralized Bank Secrecy Act and anti-money laundering compliance program (the BSA/AML Compliance
Program), which was designed to comply with the BSA/AML Requirements.

The regulatory enforcement orders, which are in the form of consent orders or orders to cease and desist issued upon consent
(Consent Orders), generally require, among other things, that the Corporation and its bank subsidiaries undertake a number of
required 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 Consent Orders remain
in effect, the Corporation is subject to certain restrictions on expansion activities of the Corporation and its bank subsidiaries.
Further, any failure to comply with the requirements of any of the Consent Orders involving the Corporation or its bank subsidiaries
could result in further enforcement actions, the imposition of material restrictions on the activities of the Corporation or its bank
subsidiaries, or the assessment of fines or penalties.

Additional expenses and investments have been incurred as the Corporation 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 Consent 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 one or more future periods.

Finally, due to the existence of the Consent 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 upon which the Corporation
or its bank subsidiaries rely 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/or 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.

The Dodd-Frank Act was enacted in 2010. The scope of the Dodd-Frank Act impacted many aspects of the financial services
industry, and the Act required the development and adoption of many regulations, a number of which have not yet been adopted
or fully implemented. 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 certain 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 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 remains a relatively new agency, the
full impact on the Corporation, including its retail banking and mortgage businesses, continues to be 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 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. 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, as well as increase costs. 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, which became effective August 1, 2015, required 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. See
"Supervision and Regulation," in Item 1. Business.

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 $9.8 billion in assets as of December 31, 2015. Additional growth (or the
consolidation of the Corporation’s bank subsidiaries 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;

*  Additional 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 bank regulatory supervision as a larger financial institution.

See "Supervision and Regulation," in Item 1. Business.
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Negative publicity could damage the Corporation’s reputation and business.

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 agencies 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 line of business could affect the Corporation's other lines of businesses.

From time to time the Corporation and its subsidiaries may be the subject of litigation and governmental or administrative
proceedings. Adverse outcomes of any such litigation or proceedings may have a material adverse impact on the Corporation’s
business and results of operations as well as its reputation.

Many aspects of the Corporation’s business involve substantial risk of legal liability. From time to time, the Corporation and its
subsidiaries have been named or threatened to be named as defendants in various lawsuits arising from its business activities (and
in some cases from the activities of companies that were acquired). In addition, the Corporation and its bank subsidiaries are
regularly the subject of governmental investigations and other forms of regulatory inquiry. Like other large financial institutions,
we are also subject to risk from potential employee misconduct, including non-compliance with policies and improper use or
disclosure of confidential information. These matters could result in adverse judgments, settlements, fines, penalties, injunctions
or other relief. Substantial legal liability or significant regulatory actions against us could materially adversely affect our business,
financial condition or results of operations and/or cause significant reputational harm to our business. The Corporation establishes
reserves for legal claims when payments associated with the claims become probable and the costs can be reasonably estimated.
However, the Corporation may still incur legal costs for a matter, even if a reserve has not been established.

Currently, the Corporation and its bank subsidiaries are the subject of regulatory proceedings in the form of the Consent Orders.
The Corporation can provide no assurance as to the outcome or resolution of legal or administrative actions, and such actions may
result in judgments against us for significant damages or the imposition of regulatory restrictions on our operations. Resolution
of these types of matters can be prolonged and costly, and the ultimate results or judgments are uncertain due to the inherent
uncertainty in litigation and other proceedings.

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
bank subsidiaries autonomously to maximize the advantages of the community banking model in serving the needs of 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, the Corporation is in the process of transitioning to a business
model that is primarily focused on alignment of services with the customer segments the Corporation serves and less oriented to
geographic boundaries.

The transformation of the Corporation’s business model, which will be implemented over a period of years, may have some or all
of the following unintended effects:

*  The efficiencies sought may not be achieved;

*  Some customers may notreceive 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;

e 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.
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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:

* Inthe 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
in non-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 Consent Orders
referenced above are in place, due to an inability to obtain the required regulatory approvals.

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 regulation 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, as a result, may 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 "Competition," in Item 1. Business.

If the 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, 2015, 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.

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.

22



The Corporation’s risk management framework is subject to inherent limitations, and risks may exist, or develop in the future,
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 historical
decentralized 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.
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/or 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.

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, financial condition and reputation. See 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’s business is highly dependent on information systems and technology and the ability to collect, process, transmit
and store significant amounts of confidential information regarding customers, employees and others on a daily basis. While the
Corporation performs some of the functions required to operate its business directly, it also outsources significant business functions,
such as processing customer transactions, maintenance of customer-facing websites, including its online banking function, and
developing software for new products and services, among others. These relationships require the Corporation to allow third parties
to access, store, process and transmit customer information. As a result, the Corporation may be subject to cyber security risks
directly, as well as indirectly through the vendors to whom it outsources business functions. The increased use of smartphones,
tablets and other mobile devices as well as cloud computing may also heighten these and other operational risks. Cyber threats
could result inunauthorized access, loss or destruction of customer data, unavailability, degradation or denial of service, introduction
of computer viruses and other adverse events, causing the Corporation to incur additional costs (such as repairing systems or
adding new personnel or protection technologies). Cyber threats may also subject the Company to regulatory investigations,
litigation or enforcement or require the payment of regulatory fines or penalties, all or any of which could adversely affect the
Corporation’s business, financial condition or results of operations and damage its reputation.

The Corporation attempts to reduce its exposure to its vendors’ cyber incidents by performing initial vendor due diligence that is
updated periodically for critical vendors, negotiating service level standards with vendors, negotiating for indemnification from
vendors for confidentiality and data breaches, and limiting third-party access to the least privileged level necessary to perform
outsourced functions, among other things. The Corporation also uses monitoring and preventive controls to detect and respond
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to cyber threats to its own systems before they become significant. However, there can be no assurance that the measures employed
by the Corporation to combat direct or indirect cyber threats will be effective. In addition, because the methods of cyber attacks
change frequently or, in some cases, are not recognized until launched, the Corporation may be unable to implement effective
preventive control measures or proactively address these methods. The Corporation’s or a vendor’s failure to promptly identify
and counter a cyber attack may result in increased costs and consequences of a successful cyber attack. Although the Corporation
maintains insurance coverage that may, subject to policy terms and conditions, cover certain aspects of cyber risks, such insurance
coverage may be inapplicable or otherwise insufficient to cover any or all losses.

Recent account data compromise events at large retailers has resulted in heightened legislative and regulatory focus on privacy,
data protection and information security. New or revised laws and regulations may significantly impact the Corporation’s current
and planned privacy, data protection and information security-related practices, the collection, use, sharing, retention and
safeguarding of consumer and employee information, and current or planned business activities. Compliance with current or
future privacy, data protection and information security laws to which the Corporation is subject could result in higher compliance
and technology costs and could restrict the Corporation’s ability to provide certain products and services, which could materially
and adversely affect the Corporation’s profitability. The Corporation’s failure to comply with privacy, data protection and
information security laws could result in potentially significant regulatory and governmental investigations and/or actions,
litigation, fines, sanctions and damage to the Corporation’s reputation and its brand.

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. The costs of new technology, including personnel, can be high, in both absolute and
relative terms. Many of the Corporation’s financial institution competitors have substantially greater resources to invest in
technological improvements. In addition, 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.

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.

As an example, and as noted above, the Corporation is engaged in an effort to enhance its compliance and risk management
functions. Because 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 2015, 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
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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 I11 capital standards.

Consistent with current regulatory guidance, the Corporation conducts an annual stress test using internal financial data and
different economic scenarios provided by the FRB, and reports the results of the stress test to the FRB. Beginning in 2015, the
Corporation is also be required to publicly disclose a summary of the results of the stress test reported to the FRB completed under
the severely adverse scenario. The Corporation's board of directors and its senior management are required to consider the results
of the annual 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 future stress testing processes 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 1 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 TruPS, are excluded as a component of Tier 1 capital for institutions of the
Corporation’s size and are included in Tier 2 capital instead.

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 former regulatory capital standards. The new minimum regulatory capital requirements began to
apply to the Corporation on January 1,2015. The required minimum capital conservation buffer began to be phased in incrementally
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
adirective 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, 2015, the Corporation's current capital levels met the fully-phased in minimum capital requirements, including
capital conservation buffers, as set forth in the U.S. Basel I1I Capital Rules. See "Capital Requirements," under "Supervision and
Regulation" in Item 1. Business.

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

The Corporation is a separate and distinct legal entity from its bank and nonbank subsidiaries, and depends on the payment of
dividends and other payments and distributions from its subsidiaries, principally its bank 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 the
Corporation’s bank subsidiaries to pay dividends or make other payments to it. There can be no assurance that the Corporation’s
bank 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 bank 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 "Loans and Dividends from Subsidiary Banks,"
under "Supervision and Regulation" in Item 1. Business.

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 sharcholders. This capital management strategy is subject to regulatory supervision.
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A downgrade in the credit ratings of the Corporation or its bank subsidiaries could have a material adverse impact on the
Corporation.

Fitch, Inc., Moody's Investors Service, Inc. and DBRS, 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 the Corporation’s and its subsidiaries' control, such as conditions affecting the
financial services industry generally. 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 any of
these credit rating agencies 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 sharcholders as desirable.

Certain provisions of Pennsylvania corporate law applicable to the Corporation 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. Certain provisions in the Corporation's Amended and Restated Articles of Incorporation and Bylaws, taken as
a whole, may also 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
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 methods of effecting acquisitions. While these provisions do not
prohibit an acquisition, they would likely act as deterrents to an unsolicited takeover attempt.

Item 1B. Unresolved Staff Comments

None.
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Item 2. Properties

The following table summarizes the Corporation’s full-service branch properties, by subsidiary bank, as of December 31, 2015.
Remote service facilities (mainly stand-alone automated teller machines) are excluded.

Subsidiary Bank Owned Leased Brzggﬁes

Fulton Bank, LA ...ttt ettt e s aeeeteeeaaeebaeenseeseesnsaesaeenneen 44 68 112
Fulton Bank of NEW JEISEY .....ccueieieieiiiiieiieiieiertetese et 36 29 65
The Columbia Bank....................... 8 23 31
Lafayette Ambassador Bank.......... 4 17 21
FNB Bank, N.A. ...cocoooiiiiiiee 2 7
Swineford National Bank ..........ccccoeiiiiiiiiiiiiiee e 5 2 7

TOUAL. ...ttt 102 141 243

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 (1)
Fulton Financial Corporation... ... Operations Center East Petersburg, PA Owned
Fulton Bank, N.A. . ...ooooiiiiiiiiieeeeeee 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.

During the second quarter of 2015, Fulton Bank, N.A. (the Bank), the Corporation’s largest bank subsidiary, received a letter from
the U.S. Department of Justice (the Department) indicating that the Department had initiated an investigation regarding potential
violations of fair lending laws by the Bank in certain of its geographies. The Bank is cooperating with the Department and responding
to the Department’s requests for information. Although the Corporation is not able to predict the outcome of the Department’s
investigation, it could result in legal proceedings the resolution of which could potentially involve a settlement, fines or other
remedial actions.

The Corporation and each of its bank subsidiaries are subject to regulatory enforcement orders issued during 2014 and 2015 by
their respective Federal and state bank regulatory agencies relating to identified deficiencies in the Corporation’s centralized Bank
Secrecy Actand 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 regulatory enforcement orders, which are in the form of consent orders or orders
to cease and desist issued upon consent (Consent Orders), generally require, among other things, that the Corporation and its bank
subsidiaries undertake a number of required 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 Consent Orders remain in effect, the Corporation is subject to certain restrictions on
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expansion activities of the Corporation and its bank subsidiaries. Further, any failure to comply with the requirements of any of
the Consent Orders involving the Corporation or its bank subsidiaries could result in further enforcement actions, the imposition
of material restrictions on the activities of the Corporation or its bank subsidiaries, or the assessment of fines or penalties.

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 legal proceedings will not have a material adverse effect on the financial condition of the Corporation.
However, legal proceedings are often unpredictable, and it is possible that the ultimate resolution of any such matters, ifunfavorable,
may be material to the Corporation’s results of operations for any particular period, depending, in part, upon the size of the loss
or liability imposed and the operating results for the applicable period.

Item 4. Mine Safety Disclosures

Not applicable.
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PART 11

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

Common Stock

As of December 31, 2015, the Corporation had 174.2 million shares of $2.50 par value common stock outstanding held by
approximately 34,000 holders of record. The closing price per share of the Corporation’s common stock on December 31, 2015
was $13.01. 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 2015 and 2014:

Price Range SEzeiie
High Low Dividend

2015

FArSt QUATTET. ...ttt ettt ettt et e e e e eneeneeene $ 1268 $ 11.00 $ 0.09
SECONA QUATTET ....evvievieii et eie ettt e et e sttt e e ebeetaesseeseesseeseeseessesseeseesseensesseensensens 13.52 11.85 0.09
TRITA QUATTET ...ttt ettt ettt et eseeseesesseesessesenens 13.66 11.60 0.09
FOurth QUATTET .......oviiiiiiieiiieeieete ettt e sbe e esaeesseeneenneens 14.59 11.61 0.11
2014

FArSt QUATTET . ...c.vevieiiietiete ettt ettt ettt et ete et eeaeesaeesaebeessebeesseeseessenseensesseensenns $ 1318 $ 11.73 $ 0.08
SECONA QUAITET ...ttt ettt et e e see et e see e e saeennenneas 13.16 11.35 0.08
THIrd QUATTET .....eveeitieiieteeeiete ettt ettt ettt et eeaeesaeeaaesbeesaebeesseeseessesseenseeseensenns 12.71 11.05 0.08
FOurth QUATTET ......eoeiiiieiieeiee et 12.67 10.43 0.10

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 "Supervision and Regulation," in Item 1. Business; Item 1A. Risk Factors - "The Corporation is a holding
company and relies on dividends and other payments from its subsidiaries for substantially all of its revenue and its ability to make
dividend payments, distributions and other payments," under "Risks Related to an Investment in the Corporation’s Securities;"
and "Note 11 - Regulatory Matters," in the Notes to Consolidated Financial Statements in Item 8. Financial Statements and
Supplementary Data.

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, 2015:

Number of securities
remaining available for

Number of securities to be future issuance under

issued upon exercise of Weighted-average exercise equity compensation plans
outstanding options, price of outstanding options, (excluding securities
Plan Category warrants and rights (1) warrants and rights (2) reflected in first column) (3)
Equity compensation plans approved by security holders......... 3,770,889 $ 12.31 14,014,131
Equity compensation plans not approved by security holders... _ _ _
TOtal ... 3,770,889 $ 12.31 14,014,131

(1) The number of securities to be issued upon exercise of outstanding options, warrants and rights includes 790,802 performance-based restricted stock units
(PSUs), which is the target number of PSUs that are payable under the Amended and Restated Equity and Cash Incentive Compensation Plan (Employee
Equity Plan), though no shares will be issued until achievement of applicable performance goals.
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(2) The weighted-average exercise price of outstanding options, warrants and rights does not take into account PSUs that may be issued under the Employee
Equity Plan upon achievement of applicable performance goals.

(3) Consists of 11,538,863 shares that may be awarded under the Amended and Restated Equity and Cash Incentive Compensation Plan, 395,879 shares that may
be awarded under the 2011 Directors' Equity Participation Plan and 2,079,389 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, 2015 as the number of shares to be purchased is indeterminable
until the time shares are issued.

Performance Graph

The following graph shows cumulative total shareholder return (i.e., price change, plus reinvestment of dividends) on the common
stock of Fulton Financial Corporation during the five-year period ended December 31, 2015, compared with (1) the NASDAQ
Bank Index and (2) the Standard and Poor's 500 index (S&P 500). 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 Securities Exchange Act
of 1934, as amended.
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Item 6. Selected Financial Data

5-YEAR CONSOLIDATED SUMMARY OF FINANCIAL RESULTS
(dollars in thousands, except per-share data)

2015 2014 2013 2012 2011

SUMMARY OF INCOME
Interest income $ 583,789 § 596,078 § 609,689 $§ 647,496 § 693,698
Interest expense 83,795 81,211 82,495 103,168 133,538
Net interest income 499,994 514,867 527,194 544,328 560,160
Provision for credit losses 2,250 12,500 40,500 94,000 135,000
Investment securities gains, net 9,066 2,041 8,004 3,026 4,561
Non-interest income, excluding investment securities

gains 172,773 165,338 179,660 213,386 182,932
Loss on redemption of trust preferred securities 5,626 — — — —
Non-interest expense, excluding loss on redemption

of trust preferred securities 474,534 459,246 461,433 449,294 416,242
Income before income taxes 199,423 210,500 212,925 217,446 196,411
Income taxes 49,921 52,606 51,085 57,601 50,838
Net income $ 149,502 § 157,894 § 161,840 § 159,845 § 145,573
PER COMMON SHARE
Net income (basic) $ 08 § 085 $ 084 % 0.80 $ 0.73
Net income (diluted) 0.85 0.84 0.83 0.80 0.73
Cash dividends 0.38 0.34 0.32 0.30 0.20
RATIOS
Return on average assets 0.86% 0.93% 0.96% 0.98% 0.90%
Return on average common shareholders’ equity 7.38 7.62 7.88 7.79 7.45
Return on average tangible common shareholders’

equity (1) 10.01 10.31 10.76 10.73 10.54
Net interest margin 3.21 3.39 3.50 3.76 3.90
Efficiency ratio (1) 68.61 65.65 63.39 57.61 54.27
Dividend payout ratio 44.71 40.48 38.55 37.50 27.40
Average equity to assets ratio 11.64 12.22 12.22 12.62 12.12
PERIOD-END BALANCES
Total assets $17,914,718  $ 17,124,767  $ 16,934,634  $ 16,533,097 $ 16,375,174
Investment securities 2,484,773 2,323,371 2,568,434 2,721,082 2,596,347
Loans, net of unearned income 13,838,602 13,111,716 12,782,220 12,146,971 11,971,223
Deposits 14,132,317 13,367,506 12,491,186 12,484,163 12,535,015
Short-term borrowings 497,663 329,719 1,258,629 868,399 597,033
FHLB advances and long-term debt 949,542 1,139,413 883,584 894,253 1,040,149
Shareholders’ equity 2,041,894 1,996,665 2,063,187 2,081,656 1,992,539
AVERAGE BALANCES
Total assets $17,406,843  $ 16,959,507 $ 16,811,337  § 16,257,776  $ 16,114,343
Investment securities 2,359,689 2,480,454 2,718,174 2,766,552 2,637,130
Loans, net of unearned income 13,330,973 12,885,180 12,578,524 11,968,567 11,906,447
Deposits 13,747,113 12,867,663 12,473,184 12,392,580 12,455,065
Short-term borrowings 323,772 832,839 1,196,323 690,883 495,791
FHLB advances and long-term debt 1,023,972 965,601 889,461 933,727 1,034,475
Shareholders’ equity 2,026,883 2,071,640 2,053,821 2,050,994 1,953,396

(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" below.
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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-GA AP 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-GAAP financial measures might not be comparable to similarly-titled
measures of other companies. These non-GA AP 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-GA AP financial measures to the most directly comparable GAAP measure as of and for the year ended
December 31:

2015 2014 2013 2012 2011

(in thousands, except per share data and percentages)

Return on average common shareholders' equity (tangible)

NEE INCOME ...ttt $ 149,502 $ 157,894 $§ 161,840 $§ 159,845 § 145,573
Plus: Intangible amortization, net of tax ........................ 161 818 1,584 1,970 2,767
NUMETALOTL ...ttt $ 149,663 $ 158,712 $§ 163424 $§ 161,815 § 148,340
Average common shareholders' equity............................ $ 2,026,883 $ 2,071,640 $ 2,053,821 $ 2,050,994 § 1,953,396
Less: Average goodwill and intangible assets................. (531,618) (532,425) (534,431) (542,600) (545,920)

Average tangible shareholders' equity (denominator) $§ 1,495,265 $ 1,539,215 $ 1,519,390 $ 1,508,394 $ 1,407,476

Return on average common shareholders' equity

(tangible), annualized..................c....cc.ccco...... 10.01% 10.31% 10.76% 10.73% 10.54%
Efficiency ratio
NON-INLETESt EXPENSEC ...veuvrrrerrerieniereeriereereeeeeeeessesseneens $ 480,160 $ 459246 § 461433 § 449294 § 416,242
Less: Intangible amortization..........c...cccceeevevecrenerccnnnes (247) (1,259) (2,438) (3,031) (4,257)
Less: Loss on redemption of trust preferred securities ... (5,626) — — — —
INUMETALOT ... $ 474287 § 457987 § 458995 § 446263 § 411,985
Net interest income (fully taxable equivalent) (1) .......... $ 518,464 $ 532322 § 544474 $§ 561,190 $§ 576,232
Plus: Total Non-interest inCome............ecvevveeueevenneennnnne 181,839 167,379 187,664 216,412 187,493
Less: Investment securities gains, net (9,066) (2,041) (8,004) (3,026) (4,561)
Denominator .......c.ecveevevierieriesieeeeeeeeeeeeiesee e $ 691,237 $ 697,660 § 724,134 § 774,576 $ 759,164
EffiCiency ratio ...........c.cccoccoeeoiinccneiieecns 68.61% 65.65% 63.39% 57.61% 54.27%

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

Non-performing assets (MUMETAtor) ........c.ccvevververrerrernenns $ 155913 $ 150,504 $ 169329 $ 237,199 $§ 317,331
Tangible common shareholders' equity............cccveeveenee.. $ 1,510,338 $ 1.464,862 § 1,530,111 § 1,546,093 § 1,448,330
Plus: Allowance for credit losses 171,412 185,931 204,917 225,439 258,177
Tangible common shareholders' equity and allowance

for credit losses (denominator)..........cc.evveververveevennnne. $ 1,681,750 $ 1,650,793 $ 1,735,028 $ 1,771,532 $ 1,706,507

Non-performing assets to tangible common

Tosses oo At e alovanee o ek 9.27% 9.12% 9.76% 13.39% 18.60%

(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 2016" contained herein are forward-looking statements.

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 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 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 bank subsidiaries;

» 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 applicable to the Corporation and its bank
subsidiaries 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 effects of adverse outcomes in litigation and governmental or administrative proceedings;

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

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

» 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:

2015 2014
Net income (I thOUSANAS) .....vveeuiieiieiieeie ettt et e et e steeeaeesteeesaeeseesssaeseessseesaessaeesaesssasnse $ 149,502 $ 157,894
Diluted net iNCOME PET SHATE ........oiuieiiiieie ettt st ae st ese e e nseenaenneas $ 08 § 0.84
RETUIN ON AVETAZE ASSELS...euvietieiiiieireeiiertie et ettt eteestte ettt esateeteessaeeaseenseesnseenseeenbeessseenseesssesnseenseas 0.86% 0.93%
REtUrN 0N AVETAZE EQUILY ....evititiieieieieieieitet ettt sttt ettt ettt st st 7.38% 7.62%
Return on average tangible qUIty (1) ..o.eeoeeiereiierieiieie ettt ettt et see e saeenaenneas 10.01% 10.31%
Net interest margin (2) 3.21% 3.39%
EffICIENCY TATIO (1) .+eeuteetieieetieie ettt ettt ettt ea et et et et e b sneebeeneenneas 68.61% 65.65%

(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.

The yearended December 31, 2015 marked another year of continued progress in strengthening the Corporation's banking franchise.
Highlights of the year included loan and core deposit growth, consistent asset quality, strong fee income growth, consolidation of
11 branches, funding initiatives and continued strong capital levels. Following is a brief summary of the financial highlights for
the year ended December 31, 2015.

*  Net Income Per Share Growth - Diluted net income per share increased $0.01, or 1.2%, to $0.85 per diluted share,
compared to $0.84 in 2014. This increase was due to a 10.4 million, or 5.6%, decrease in weighted average diluted shares
outstanding as net income decreased $8.4 million, or 5.3%, in comparison to 2014. The decrease in net income was driven
by a $14.9 million, or 2.9%, decrease in net interest income and a $20.9 million, or 4.6%, increase in non-interest expense,
partially offset by a $10.3 million decrease in the provision for credit losses and a $14.5 million, or 8.6%, increase in
non-interest income, mainly in investment securities gains and other service charges and fees.

*  Net Interest Income and Net Interest Margin - The $14.9 million decrease in net interest income resulted from the impact
of a lower net interest margin, partially offset by the impact of growth in interest-earning assets. For the year ended
December 31, 2015, the net interest margin decreased 18 basis points, or 5.3%, in comparison to 2014, driven by an 18
basis point decrease in yields on interest-earning assets and a 2 basis point increase in the cost of interest-bearing liabilities.

*  Loan Growth - Average loans increased $445.8 million, or 3.5%, in comparison to 2014, with notable increases in
commercial - industrial, financial and agricultural, commercial mortgages and construction loans. The Corporation's loan
growth occurred throughout most of its markets.

*  Asset Quality - Overall asset quality continued to improve in 2015, with decreases in net charge-offs and overall
delinquency levels driving a $10.3 million decrease in the provision for credit losses to $2.3 million.
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»  Deposit Growth - Average deposits increased $879.5 million, or 6.8%, in comparison to 2014, with the increase coming
almost entirely in demand and savings accounts. Average deposit growth outpaced loan growth, which enhanced the
Corporation's funding position by reducing the average loan-to-deposit ratio to 97.0% for the year ended December 31,
2015 from 100.1% for the year ended December 31, 2014.

»  Non-Interest Income - Non-interest income increased $14.5 million, or 8.6%, in comparison to 2014, primarily driven
by a $7.0 million increase in gains on sales of investment securities and a $4.1 million, or 10.3%, increase in other service
charges and fee income.

*  Non-Interest Expense - Non-interest expense increased $20.9 million, or 4.6%, in comparison to 2014, driven largely by
a $9.8 million, or 3.9%, increase in salaries and employee benefits, a $5.6 million loss incurred on the redemption of
trust preferred securities (TruPS), a $2.7 million, or 15.9%, increase in data processing and a $2.0 million, or 15.6%,
increase in software. Excluding the loss incurred on the TruPS, non-interest expense increased $15.3 million, or 3.3%,
compared to 2014.

Inboth 2015 and 2014, the Corporation implemented cost savings initiatives that mitigated the impact of elevated expenses
related to the continued build out of its risk, compliance and information technology infrastructures, discussed below. In
both periods, these initiatives included branch consolidations, changes in employee benefits and reductions in staffing.
Combined, the annualized expense reductions for these actions are projected to be approximately $14.5 million.

During 2015, these initiatives included the consolidation of 11 branches, modifications to retirement benefits and the
elimination of certain positions. These actions resulted in implementation expenses of $2.0 million in 2015. Total expense
reductions realized in 2015 from these 2015 initiatives, excluding implementation expenses, were $4.7 million. The
annualized expense reductions from the 2015 initiatives are estimated at approximately $6.5 million.

In2014, these initiatives included the consolidation of 13 branches, streamlining of subsidiary bank management structures
and other employee compensation and benefit reductions. These actions resulted in implementation expenses of $1.0
million and reduced non-interest expenses by $7.0 million in 2014. Annualized expense reductions from these 2014
initiatives were approximately $8.0 million.

The following table presents a summary of the 2015 and 2014 cost savings initiatives:

2014 and
2015
2015 Actual 2014 Actual Combined
Estimated
Future
Implementation Annualized
Implementation Expense Expenses Expense Cost
Expenses Reductions Net (Gains) Reductions Net Savings
(in thousands)
Branch consolidations................c.ccco..... $ 1,570 $ (1,590) (20) $ 2,080 $ (2,400) $ (320) $  (6,250)
Subsidiary bank management reductions
and other employee benefit reductions ... - - - (1,100) (4,550) (5,650) (4,700)
Modification of retirement benefits and
staffing reductions..........cccceeeverveeeenienne 450 (3,065) (2,615) — — — (3,470)
Total cost savings initiatives................... $ 2,020 $ (4,655) (2,635) § 980 $ (6,950) $ (5,970) § (14,420)

*  Regulatory Enforcement Orders - The Corporation and each of its bank subsidiaries are subject to regulatory enforcement
orders issued during 2014 and 2015 by their respective Federal and state bank regulatory agencies relating to identified
deficiencies in the Corporation’s 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 regulatory enforcement orders, which are in the form of consent orders or orders to cease and desist issued upon
consent (Consent Orders), generally require, among other things, that the Corporation and its bank subsidiaries undertake
anumber of required 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.
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In addition to requiring strengthening and enhancement of the BSA/AML Compliance Program, while the Consent Orders
remain in effect, the Corporation is subject to certain restrictions on expansion activities of the Corporation and its bank
subsidiaries. Further, any failure to comply with the requirements of any of the Consent Orders involving the Corporation
or its bank subsidiaries could result in further enforcement actions, the imposition of material restrictions on the activities
of the Corporation or its bank subsidiaries, or the assessment of fines or penalties.

Additional expenses and investments have been incurred as the Corporation 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
Consent 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 one or more future periods.

2016 Outlook
The Corporation's outlook for 2016:

» annual mid- to high- single digit growth rate in average loans and deposits;

* net interest margin expected to be stable on an annual basis (based on current interest rate environment) with modest
quarterly volatility of plus or minus 0 to 3 basis points;

»  provision for credit losses driven primarily by loan growth;

» annual mid- to high- single digit growth rate in non-interest income, excluding the impact of securities gains;

» annual low- to mid- single digit growth rate in non-interest expense (excluding loss on redemption of TruPS incurred in
2015); and

» focus on utilizing capital to support growth and provide appropriate returns to shareholders.

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 | - Summary of Significant Accounting Policies," in the Notes to the Consolidated Financial Statements
in Item 8. Financial Statements and Supplementary Data.

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. 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.

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
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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 net sale proceeds. 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.

Whenupdated certified appraisals are not obtained for loans evaluated for impairment under FASB ASC Section310-10-35
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 4, "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 4 - Loans and Allowance for Credit Losses," in the Notes
to Consolidated Financial Statements in Item 8. Financial Statements and Supplementary Data.

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
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
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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 6 - Goodwill and Intangible Assets," in the Notes
to Consolidated Financial Statements in Item 8. Financial Statements and Supplementary Data.

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 "Note 12 - Income Taxes," in the Notes to Consolidated Financial Statements in Item 8. Financial Statements and Supplementary
Data.

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
fair value on a non-recurring basis. The pricing data and market quotes the Corporation obtains from outside sources are reviewed
internally for reasonableness.
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See "Note 18 - Fair Value Measurements," in the Notes to Consolidated Financial Statements in Item 8. Financial Statements
and Supplementary Data 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 "New Accounting Standards,"

in "Note 1 - Summary of Significant Accounting Policies" in the Notes to Consolidated Financial Statements in Item 8. Financial
Statements and Supplementary Data.
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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 2015 compared to 2014
and 2013. 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.

2015 2014 2013
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)..... $13,330,973 $ 537,979  4.04% $12,885,180 $ 542,540 4.21% $12,578,524 $§ 552,427 4.39%
Taxable investment securities (3)....... 2,093,829 45279  2.16 2,189,510 50,651 2.31 2,391,650 54,321 2.27
Tax-exempt investment securities (3). 230,633 12,120  5.26 261,825 13,810  5.27 285,174 14,577  5.11
Equity securities (3).....ccccoevereereuenenne 23,348 1,295 5.54 33,957 1,728 5.09 38,722 1,829 472
Total investment securities.................... 2,347,810 58,694  2.50 2,485,292 66,189  2.66 2,715,546 70,727  2.60
Loans held for sale ........c.ccccceeenennnn. 19,937 801  4.02 17,524 786  4.49 36,561 1,551 424
Other interest-earning assets .............. 447,354 4,785 1.07 314,345 4,018 1.28 229,444 2,264 0.99
Total interest-earning assets 16,146,074 602,259  3.73 15,702,341 613,533 391 15,560,075 626,969  4.03
Noninterest-earning assets:
Cash and due from banks ................... 105,359 177,664 207,931
Premises and equipment..................... 226,436 224,903 226,041
Other assets (3)..ovevevererieeeeriereeeranes 1,103,427 1,049,765 1,037,338
Less: Allowance for loan losses.......... (174,453) (195,166) (220,048)
Total ASSEtS......coveveveveereeieieieieenen. $17,406,843 $16,959,507 $16,811,337
LIABILITIES AND EQUITY - - -
Interest-bearing liabilities:
Demand deposits .........ccceeueueerereennn $ 3,255,192 § 4299  0.13% $ 3,013,879 $ 3,793  0.13% $ 2,822,583 § 3,656 0.13%
Savings deposits ... 3,677,079 5435 0.15 3,431,957 4298  0.13 3,363,943 4,096  0.12
Time deposits.......cceoveveveerieerererienenne 2,988,648 30,748  1.03 2,992,920 27,019  0.90 3,129,162 29,018 093
Total interest-bearing deposits............... 9,920,919 40,482  0.41 9,438,756 35,110 0.37 9,315,688 36,770 0.39
Short-term borrowings ...........cccce...... 323,772 372 0.11 832,839 1,608 0.19 1,196,323 2,420 0.20
Long-term debt........cccoeueeueieicieiecnnnns 1,023,972 42,941 4.19 965,601 44,493 4.6l 889,461 43,305  4.87
Total interest-bearing liabilities....... 11,268,663 83,795  0.74 11,237,196 81,211 0.72 11,401,472 82,495  0.72
Noninterest-bearing liabilities:
Demand deposits .. 3,826,194 3,428,907 3,157,496
Other....ooioieeiireeeeeee 285,103 221,764 198,548
Total Liabilities. ..o 15,379,960 T14887.867 14,757,516
Shareholders’ equity..........ccocerveereruenenn 2,026,883 2,071,640 2,053,821
Total Liabilities and Shareholders'
EqQUItY .oooveeeieeeceeceeeee $17,406,843 $16,959,507 $16,811,337
Net interest income/net interest margin - - -
(450 2) YO 518,464 3.21% 532,322 3.39% 544474  3.50%
Tax equivalent adjustment..................... (18,470) (17,455) (17,280)
Net interest iNCOME..........cevevrrrverenennnnnn $ 499,994 $ 514,867 $ 527,194

(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:

2015 vs. 2014 2014 vs. 2013
Increase (decrease) due to change in  Increase (decrease) due to change in
Volume Rate Net Volume Rate Net

(in thousands)
Interest income on:

Loans and 1€ases.........cooovvvvvvviveneeiinnnn. $ 18,147 $ (22,708) $ (4,561) $ 13,262 $ (23,149) $ (9,887)
Taxable investment securities ................. (2,134) (3,238) (5,372) (4,661) 991 (3,670)
Tax-exempt investment securities........... (646) (1,044) (1,690) (1,221) 454 (767)
Equity Securities........ccceevveverreeeereenenen. (577) 143 (434) (235) 134 (101)
Loans held for sale ..........ccccceeivieniienens 102 87 15 (849) 84 (765)
Other interest-earning assets ................... 1,500 (732) 768 975 779 1,754
Total interest income............cco......... $ 16392 $ (27,666) $ (11,274) $ 7,271 $ (20,707) $ (13,436)
Interest expense on: -
Demand depositS.........cooevevevvereieieenennnn. $ 359 § 147 $ 506 $ 243§ (106) $ 137
Savings deposits ........cevveeeerreeierreeieenenns 302 835 1,137 84 118 202
Time deposits .....cceeveveeieieieieiieeeee e 39) 3,768 3,729 (1,242) (757) (1,999)
Short-term borrowings ............ccccceevenneen. (725) (511) (1,236) (706) (106) (812)
Long-term debt..........ceoveveieieiaienrnann. 2,607 (4,159) (1,552) 3,585 (2,397) 1,188
Total interest expense....................... $ 2504 $ 80 $§ 2,584 $ 1,964 § (3,248) $ (1,284)

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 2015 to 2014

FTE net interest income decreased $13.9 million, or 2.6%, to $518.5 million in 2015. Net interest margin decreased 18 basis points,
or 5.3%, to 3.21% in 2015 from 3.39% in 2014.

FTE interest income decreased $11.3 million, or 1.8%, as average yields on interest earning assets decreased 18 basis points. This
decrease in yields resulted in a $27.7 million decrease in FTE interest income, partially offset by a $16.4 million increase in FTE
interest income as a result of a $443.7 million, or 2.8%, increase in average interest-earning assets.

Average loans and average FTE yields, by type, are summarized in the following table:

Increase (Decrease) in

2015 2014 Balance
Balance Yield Balance Yield $ %
(dollars in thousands)

Real estate - commercial mortgage ..........ccceeeeneen. $ 5,246,054 4.13% $ 5,117,433 4.38% $ 128,621 2.5%
Commercial - industrial, financial and agricultural. 3,882,998  3.80 3,659,059 3.94 223,939 6.1
Real estate - home equity ........ccoevveeieriieienieeienene. 1,700,851  4.10 1,738,449 4.17 (37,598) (2.2)
Real estate - residential mortgage............cccceeeennenee. 1,371,321 3.81 1,355,876 3.95 15,445 1.1
Real estate - cONSruction...........cceeeeveeeeeeveenieeneens 726,914  3.88 631,968 4.04 94,946 15.0
CONSUMET ...ttt 265,688  5.57 277,853 5.11 (12,165) (4.4)
Leasing and other ............ccoccooeieiiiiiiiniii e 137,147  6.76 104,542 8.40 32,605 31.2

TOLAL.....oooeeeeeeeeeeeeeeeeeeeeee e $ 13,330,973  4.04% $12,885,180 4.21% $ 445,793 3.5%

Overall loan growth in 2015 resulted from an increase in business activity in the Corporation's markets. This growth was realized
mainly in commercial loans and commercial mortgages, which realized a combined increase of $352.6 million, or 4.0%.
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The average yield on loans during 2015 of 4.04% represented a 17 basis point, or 4.0%, decrease in comparison to 2014. The
decrease in average yields on loans was attributable to yields on new loans being lower than the overall portfolio yield.

Average investment securities decreased $137.5 million, or 5.5%, in comparison to 2014 as portfolio cash flows were not fully
reinvested. The average yield on investment securities decreased 16 basis points, or 6.0%, to 2.50% in 2015 from 2.66% in 2014.
Other interest earning assets increased $133.0 million, or 42.3%. During the fourth quarter of 2014, the Corporation changed
providers for check clearing services to the Federal Reserve Bank of Philadelphia, resulting in the transfer of clearing account
balances from noninterest earning assets to low-yielding interest-bearing Federal Reserve Bank accounts, which contributed to
the 21 basis points, or 16.4%, decrease in the average yield on other interest-ecarning assets.

Interest expense increased $2.6 million, or 3.2%, to $83.8 million in 2015 from $81.2 million in 2014, mainly due to a change in
funding mix from lower cost short-term Federal funds purchased and short-term FHLB advances to higher cost deposits and long-
term FHLB advances. As a result of these funding changes, the total cost of interest-bearing liabilities increased 2 basis points.
Total interest-bearing liabilities increased $31.5 million, or 0.3%. Additional funding to support the increase in interest-earning
assets was provided by a $397.3 million, or 11.6%, increase in noninterest-bearing demand deposits.

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

Increase (Decrease) in

2015 2014 Balance
Balance Rate Balance Rate $ %
(dollars in thousands)
Noninterest-bearing demand..............ccccccceeeenee. $ 3,826,194 —% $ 3,428,907 —% $ 397,287 11.6%
Interest-bearing demand...........cocceeveiinreiennnne. 3,255,192 0.13 3,013,879 0.13 241,313 8.0
SAVINGS ..evvevieeiieiieieeeeste e sieeaeeteeseeseenseeseenseens 3,677,079 0.15 3,431,957 0.13 245,122 7.1
Total demand and savings............................ 10,758,465 0.09 9,874,743 0.08 883,722 8.9
TIMe dEPOSILS ..vveveeeeeieerieieeiieie e 2,988,648 1.03 2,992,920 0.90 (4,272) (0.1)
Total deposits ...........coceeceeceecveceeceaiaianianan, $ 13,747,113 0.29% $12,867,663 0.27% $ 879,450 6.8%

The $883.7 million, or 8.9%, increase in average total demand and savings account balances was primarily due to a $410.6 million,
or 11.7%, increase in business account balances, a $315.5 million, or 6.8%, increase in personal account balances, and a $157.6
million, or 9.3%, increase in municipal account balances.

The average cost of interest-bearing deposits increased 4 basis points, or 10.8%, to 0.41% in 2015 from 0.37% in 2014, primarily
due to an increase in the rate on time deposits, which contributed $3.8 million to the increase in interest expense.

Average borrowings and interest rates, by type, are summarized in the following table:
Increase (Decrease) in
2015 2014 Balance

Balance Rate Balance Rate $ %
(dollars in thousands)

Short-term borrowings:

Customer repurchase agreements................ $ 161,093 0.10% $ 197432  0.10% $ (36,339) (18.4)%
Customer short-term promissory notes....... 81,530 0.02 88,670  0.06 (7,140) (8.1)
Total short-term customer funding....... 242,623 0.07 286,102 0.08 (43,479) (15.2)
Federal funds purchased...............ccccceeenee. 65,779 0.21 285,169 0.20 (219,390) (76.9)
Short-term FHLB advances (1)................... 15,370 0.33 261,568  0.29 (246,198) (94.1)
Total short-term borrowings................ 323,772 0.11 832,839 0.19 (509,067) (61.1)
Long-term debt:
FHLB Advances.........ccccoeevevenenenencnennens 622,978 3.43 583,893  3.79 39,085 6.7
Other long-term debt..........cocooceninininenns 400,994 5.38 381,708  5.86 19,286 5.1
Total long-term debt............................. 1,023,972 4.19 965,601 4.61 58,371 6.0
T0tal......ocooeiiiii, $ 1,347,744 3.21% $ 1,798,440  2.56% $ (450,696) (25.1)%

(1) Represents FHLB advances with an original maturity term of less than one year.
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Total short-term borrowings decreased $509.1 million, or 61.1%, 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 interest-ecarning assets. The
$58.4 million increase in long-term debt was primarily due to additional long-term FHLB advances. The average cost of total
borrowings increased 65 basis points, or 25.4%, to 3.21% in 2015 from 2.56% in 2014, primarily due to the change in funding
mix. While total borrowings decreased $450.7 million, or 25.1%, the percentage of lower-cost short-term borrowings decreased
from 46.3% of the total in 2014 to 24.0% in 2015. This change in the funding mix resulted from the improvement in the Corporation's
overall liquidity position and the shift from short-term borrowings to deposits.

In addition, in the third quarter of 2015, the Corporation executed two transactions to restructure its long-term FHLB advances.
First, $200 million of FHLB advances, with a weighted average rate of 4.45% and maturing in the first quarter of 2017, were
refinanced with new advances maturing from September 2019 to December 2020, at a weighted average rate of 2.95%. This
transaction reduced interest expense on a quarterly basis by approximately $750,000, beginning in the fourth quarter of 2015.
Second, forward agreements were executed to refinance an additional $200 million of FHLB advances when they mature in
December 2016. These forward agreements have maturity dates from March 2021 to December 2021 and will reduce the weighted
average rate on these advances from 4.03% to 2.40% and decrease interest expense on a quarterly basis by approximately $800,000
beginning in the first quarter of 2017.

Comparison of 2014 to 2013

FTE net interest income decreased $12.2 million, or 2.2%, to $532.3 million in 2014. The 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 $51.2 million of student loan auction rate
certificates (ARCs) during 2014.

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 ..............ccc....... $ 5,117,433 438% $ 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 ........cccevveeierieeierieeiennne. 1,738,449 4.17 1,734,622 422 3,827 0.2
Real estate - residential mortgage............cccceeeennenne. 1,355,876 3.95 1,312,127 413 43,749 33
Real estate - CONSruUCtion.............coveeeeeveeeeeveeeennennn. 631,968 4.04 591,540 4.11 40,428 6.8
CONSUIMET ...ttt eieeereereesresteenseeseeseeeeenseenas 277,853 5.11 299,127  4.87 (21,274) (7.1)
Leasing and other ............ccceoivieiiniienineeecee 104,542 8.40 95,876 8.95 8,666 9.0

TOUAL.....oooeeeeeeaeeeeeeeeeeeeeeeeeeeeee e $12,885,180  4.21% $12,578,524  4.39% $ 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 experienced growth in the construction portfolio in the Pennsylvania, Maryland
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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 noninterest-earning assets to low-yielding Federal Reserve Bank accounts in the fourth quarter
0f 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 ofthe 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 ................coccouvenee.e. $ 3,428,907 —% $ 3,157,496 —% $ 271,411 8.6%
Interest-bearing demand.............cccoevevievrennennnn. 3,013,879 0.13 2,822,583 0.13 191,296 6.8
SAVINGS ..eevvevieiieiieieeiieie et eneas 3,431,957 0.13 3,363,943 0.12 68,014 2.0

Total demand and savings........................... 9,874,743 0.08 9,344,022 0.08 530,721 5.7
TImMe dePOSItS....eevveereerrreieirieiestieee e 2,992,920 0.90 3,129,162 0.93 (136,242) (4.4)

Total deposits...........coccueeeeeeeeeeeeieieinnn, $12,867,663 0.27% $12,473,184 0.29% $ 394,479 3.2%

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.
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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.................. $ 197,432 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.ccoccoeviennennne. 285,169 0.20 612,803 0.23 (327,634) (53.5)
Short-term FHLB advances (1).........ccccc.c..... 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.........ccccoceveevenenenenienienienn. 583,893 3.79 519,876 4.14 64,017 12.3
Other long-term debt..........cccoooeiiieninnne. 381,708 5.86 369,585 5.90 12,123 33
Total long-term debt............................... 965,601 4.61 889,461 4.87 76,140 8.6
TOLAL...eviiiiiiie $ 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 in 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.

Provision for Credit Losses

The provision for credit losses was $2.3 million in 2015, a decrease of $10.3 million, or 82.0%, in comparison to 2014. The
provision for credit losses for 2014 decreased $28.0 million, or 69.1%, in comparison to 2013.

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" above. For details related to the Corporation's allowance and
provision for credit losses, see "Provision and Allowance for Credit Losses," under "Financial Condition" below.
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Non-Interest Income and Expense
Comparison of 2015 to 2014

Non-Interest Income

The following table presents the components of non-interest income for 2015 and 2014:

Increase (Decrease)
2015 2014 $ %
(dollars in thousands)

Service charges on deposit accounts:

OVerdraft fEES .......eovveivieiieieeieeecee e $ 21,500 $ 22,145 $ (645) (2.9%
Cash management fees ...........cocuerierierierienieie e 13,342 12,709 633 5.0
OthET 1.ttt et enna 15,255 14,439 816 5.7
Total service charges on deposit accounts....................... 50,097 49,293 804 1.6
Investment management and trust SEIVICes ........ccevvververreerverueennens 44,056 44,605 (549) (1.2)
Other service charges and fees:
Merchant fEES .......vvviiiiiiieie e 15,037 13,826 1,211 8.8
Debit card INCOME.........ccvveeeiiiiiieeieeecieeeeeee e 10,748 9,948 800 8.0
Commercial loan swap fees.........ccoevveviieviinieiiinicieieeieceene 5,518 3,615 1,903 52.6
Letter of credit feeS.......oovvviiiiiieiie e 4,809 4,563 246 5.4
Foreign currency processing inCome............ocverveerverereruerreennnns 1,436 1,248 188 15.1
OthET ..ottt e ae e enneas 6,444 6,696 (252) (3.8)
Total other service charges and fees ..............cccoccevene. 43,992 39,896 4,096 10.3
Mortgage banking income:
Gain on sales of mortgage 10ans............cccoevveeveveeieieeieieennnn, 13,264 10,063 3,201 31.8
Mortgage Servicing iNCOME .........ecveeueerueeienieaneerieeeesneeeeeneennes 4,944 7,044 (2,100) (29.8)
Total mortgage banking income.................coecevveeeeneennnn. 18,208 17,107 1,101 6.4
Other non-interest income:
Credit card INCOIME ....c.oovueieieieeeeieeee e 9,638 9,177 461 5.0
Other INCOME .....oouvvieiiiiieeee e e e e 6,782 5,260 1,522 28.9
Total Other INCOME. .............cccoueeeeeeeieieeeeeiieeeeeeeeiieeeeeenn, 16,420 14,437 1,983 13.7
Total, excluding investment securities gains.................... 172,773 165,338 7,435 4.5
Investment SECUTItiCS GAINS.......ccvieierieeeeriieierieeiereeeeesreeaeseennens 9,066 2,041 7,025 3442
TOLAL.....ooeeeeeeeeeeeeeee e $ 181,839 §$§ 167,379 $ 14,460 8.6 %

The $549,000, or 1.2%, decrease in investment management and trust services income was due to a $449,000, or 2.3%, decrease
in brokerage revenue and a $131,000, or 0.5%, decrease in trust commissions. These decreases resulted from a downturn in market
conditions which decreased the values of existing assets under management in trust, wealth management, and brokerage managed
accounts.

Total service charges on deposit accounts increased $804,000, or 1.6%. Improvements were seen in other service charges on
deposits ($816,000, or 5.7%, increase) due to growth in balances, and cash management fees ($633,000, or 5.0%, increase) due
to changes in fee structures. These increases were partially offset by a $645,000, or 2.9%, decrease in overdraft fees due to lower
volumes resulting from changes in customer behavior.

The $1.2 million, or 8.8%, increase in merchant fee income, the $800,000, or 8.0%, increase in debit card income and the $461,000,
or 5.0%, increase in credit card income were largely driven by higher transaction volumes. Commercial swap fees increased $1.9
million, or 52.6%, due to higher commercial loan origination volumes.

Gains on sales of mortgage loans increased $3.2 million, or 31.8%, due to a $136.4 million, or 16.1%, increase in new loan
commitments and a 13.5% increase in pricing spreads compared to 2014. The increase in new loan commitments was largely in
refinancing volumes, which were $479.2 million, or 48.7%, of total new loan commitments in 2015 compared to $277.5 million,
or 32.7%, in 2014. Mortgage servicing income decreased $2.1 million, or 29.8%, due to an increase in amortization of mortgage
servicing rights (MSRs), as prepayments increased when compared to 2014.
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The $1.5 million, or 28.9%, increase in other income was due to higher gains on sales of fixed assets, primarily former branch
properties, in 2015. These gains were related to the cost savings initiatives discussed in the "Overview and Outlook" section of
Management's Discussion.

Investment securities gains of $9.1 million in 2015 were a result of $6.5 million of net realized gains on the sales of financial
institution stocks and $2.6 million of net realized gains on the sales of debt securities. 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 and $335,000 of net realized gains
on the sales of financial institution stocks.

Non-Interest Expense

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

Increase (Decrease)

2015 2014 $ %
(dollars in thousands)

Salaries and employee benefits...........oecevievenieniiiineieniiieens $ 260,832 $§ 251,021 $ 9,811 3.9%
Net 0CCUPANCY CXPENSC...vvevreerenreeieerereeierieeeesseeaesseesesseensesseenseans 47,777 48,130 (353) 0.7)
Other OULSIAE SEIVICES ...veeuvivieiierierierieieeierieeeeesteeeesaeesaesseensenseas 27,785 28,404 (619) (2.2)
Data PrOCESSINZ. . .cveeuretieiietieieeiiete ettt ettt 19,894 17,162 2,732 15.9
SOFEWATE ...ttt st 14,746 12,758 1,988 15.6
EqQuipment €XPense.......cecveeieriieieriieieieeiesieeeesie e sse e e ene s 14,514 13,567 947 7.0
FDIC INSULANCE ......coivviiiiieieeieeiee e eeeeieee e e e e eeenaaneeeeeean 11,470 10,958 512 4.7
Professional f8eS ........cooveierieiiieieeeee e 11,244 12,097 (853) (7.1)
Supplies and POSTAZE.......cververeerrieieriieieerieie et esae e e eae e 10,202 9,795 407 4.2
IMATKELINEZ  ...eoveeieiiei ettt 7,324 8,133 (809) (9.9)
TelecCOMMUNICALIONS .....coverueriirtenteieieieieteie ettt 6,350 6,870 (520) (7.6)
Loss on redemption of trust preferred securities ...........cccveevnnen. 5,626 — 5,626 N/M
OREO and 1epoSSESSION EXPEINSE. ....coueeuverreeruerreereerueerieseenseaaennens 3,630 3,270 360 11.0
Operating risk 10SS ....eoueriririnineneiciccce e 3,624 4,271 (647) (15.1)
Intangible amOTtiZation ...........c.cecvevveerierieeierieeiesie e see e eeees 247 1,259 (1,012) (80.4)
ORET . e 34,895 31,551 3,344 10.6

TOUAL ...t $ 480,160 $ 459,246 $ 20,914 4.6%

N/M - Not meaningful

Salaries and employee benefits increased $9.8 million, or 3.9%, with salaries increasing $8.4 million, or 4.0%, and employee
benefits increasing $1.4 million, or 3.6%. The increase in salaries was primarily due to higher average salaries per full-time
equivalent employee, an increase in incentive compensation, and higher temporary employee expenses, partially offset by a decrease
in the average number of full-time equivalent employees to 3,460 in 2015, compared to 3,530 in 2014. The increase in employee
benefits was primarily due to an increase in defined benefit plan expense in 2015, while 2014 included a $1.5 million gain realized
on a post-retirement plan amendment.

The $4.7 million, or 15.8%, combined increase in data processing and software resulted from higher transaction volumes, contractual
increases in third-party service provider costs, and the implementation of additional systems.

Other outside services expenses remained elevated in 2015, decreasing a modest $619,000, or 2.2%, from 2014. Over time,
investments in third-party services to support the build-out of risk management and compliance infrastructure are expected to
decrease.

The $947,000, or 7.0%, increase in equipment expense was primarily due to an increase in depreciation expense on new office
furniture and equipment. FDIC insurance expense increased $512,000, or 4.7%, as a result of balance sheet growth. Professional
fees, consisting of legal and audit fees, decreased $853,000, or 7.1%, due to a combination of lower loan workout legal costs and
lower corporate legal fees. Marketing expense decreased $809,000, or 9.9%, as fewer promotional campaigns were executed in
2015.
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The $360,000, or 11.0%, decrease in other real estate owned and repossession expense was primarily due to lower repossession
expense in 2015. This expense category can experience volatility from period to period based on the timing of foreclosures and
sales of properties and payments of expenses, such as real estate taxes.

The $647,000, or 15.1%, decrease in operating risk loss was due to a $1.3 million decrease in check card fraud losses, partially
offset by an $817,000 increase in losses associated with previously sold residential mortgages. See "Note 17 - Commitments and
Contingencies," in the Notes to Consolidated Financial Statements in Item 8. Financial Statements and Supplementary Data for
additional details related to repurchases of previously sold residential mortgages.

Intangible amortization decreased $1.0 million, as core deposit intangible assets recognized from previous acquisitions have been
largely amortized and net book values are approaching $0.

In July 2015, the Corporation redeemed $150.0 million of TruPS. In connection with this redemption, a loss of $5.6 million,
consisting of the remaining unamortized issuance and hedge costs, was recognized as a component of non-interest expense.

Comparison of 2014 to 2013

Non-Interest Income

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

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

Service charges on deposit accounts:

OVerdraft fEes........oiueieieieieee et $ 22,145 $ 28,222 $ (6,077) (21.5)%
Cash management feeS...........coververieriirienieiene e 12,709 11,883 826 7.0
OhET oo 14,439 15,365 (926) (6.0)
Total service charges on deposit accounts....................... 49,293 55,470 (6,177) (11.1)
Investment management and trust SEIViCes........c.evueruvereereereennnnns 44,605 41,706 2,899 7.0
Other service charges and fees:
Merchant fEES ......uvviiiiiiiiiieieeeee e 13,826 13,783 43 03
Debit card INCOME .........ccvvvieeeeeieieeeeieeeeeee e 9,948 9,191 757 8.2
Letter of credit fEes ....vvvirieiiriieiieieieceee e 4,563 4,889 (326) (6.7)
Commercial loan Swap fees .........ccoceverieniniineiienciieceene 3,615 1,159 2,456 211.9
Foreign currency processing inCome ............cceeerveruereenueennnns 1,248 1,245 3 0.2
ORET. o 6,696 6,690 6 0.1
Total other service charges and fees..............cccccccunueen... 39,896 36,957 2,939 8.0
Mortgage banking income:
Gain on sales of mortgage 10ans ............ccoceeeeeviiiieniisienieennns 10,063 24,609 (14,546) (59.1)
Mortgage Servicing iNCOME. ........ccuerveeuerrerieeiienreeneeneeeeenaeenees 7,044 6,047 997 16.5
Total mortgage banking income.................cccccucevecueenncne. 17,107 30,656 (13,549) (44.2)
Other non-interest income:
Credit card INCOME......cvvvvieiieeeieee e 9,177 8,706 471 5.4
Other INCOME.......couiriiriiriiniinteiertetestee ettt 5,260 6,165 (905) (14.7)
Total Other INCOME ..........c.ccccueeceeiieieiiieiese e 14,437 14,871 (434) (2.9
Total, excluding investment securities gains.................... 165,338 179,660 (14,322) (8.0)
Investment SECUTItIES ZAINS ...evevviververeeiereieieiieeeeee e 2,041 8,004 (5,963) (74.5)
TOUAL....oooie e $§ 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.
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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 10 - Derivative Financial Instruments," in the Notes to Consolidated Financial
Statements in Item 8. Financial Statements and Supplementary Data.

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 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 3 - Investment Securities,”" in the Notes to Consolidated Financial
Statements in Item 8. Financial Statements and Supplementary Data for additional details.

Non-Interest Expense

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

Increase (Decrease)

2014 2013 $ %
(dollars in thousands)

Salaries and employee benefits.........ccveveviereriererieerieinieieieeeienens § 251,021 $ 253,240 $ (2,219) (0.9)%
Net 0CCUPANCY EXPENSE.....uveveeuriiieiiriieieeirenieerenieere e eieeeene 48,130 46,944 1,186 2.5
Other OULSIAE SEIVICES ......iiouveeieeeieeeieeeeeeee e e e eeee e e e e eeaeee e 28,404 18,856 9,548 50.6
Data PrOCESSINZ. . .cveeuveiieiietieieeiiete ettt ettt 17,162 16,555 607 3.7
Equipment €XPense........cccueeueerieeierieeieieeienieeiesieeeesieeaesneeaennens 13,567 15,419 (1,852) (12.0)
SOFIWATE ...t 12,758 11,560 1,198 10.4
Professional fEeS ........ccvviiiieriiiiiieieeee et 12,097 13,150 (1,053) (8.0)
FDIC INSUTANCE ....cveuiriiiinierientetenieeeteteteie ettt 10,958 11,605 (647) (5.6)
Supplies and POSTAZE.......ccververierrieieirieieriieie et esae e saeeaenaees 9,795 10,210 (415) 4.1)
MATKEHING .. 8,133 7,705 428 5.6
TeleCoOMMUNICALIONS.....c..eeeveeiieiereeiieeiieecieeeieesreeereereeseneesaeeenas 6,870 7,362 (492) (6.7)
Operating riSK LOSS ......oovievieieiieiieieee et 4,271 9,290 (5,019) (54.0)
OREO and 1epoSSESSION EXPEISE. ....c.eeuuerreeruerreereereerueseenseaeennens 3,270 7,364 (4,094) (55.6)
Intangible amortization..........ccccoevverieieierieininceceesc e 1,259 2,438 (1,179) (48.4)
ORET .t 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 3,530 in 2014 from 3,610 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.
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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 17 - Commitments and Contingencies," in the Notes to Consolidated Financial Statements in Item 8.
Financial Statements and Supplementary Data 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 reflected 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 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.

Income Taxes

Income tax expense for 2015 was $49.9 million, a decrease of $2.7 million, or 5.1%, from 2014, mainly as a result of the 5.3%
decrease in income before income taxes. Income tax expense for 2014 increased $1.5 million, or 3.0%, from 2013. The Corporation’s
effective tax rate (income taxes as a percentage of income before income taxes) was 25.0% in 2015 and 2014 and 24.0% in 2013.

The Corporation’s effective tax rates are lower than the 35% federal statutory rate due to investments in tax-free municipal securities
and federal tax credits earned from investments in qualified affordable housing projects (Tax Credit Investments), partially offset
by the impact of state income taxes. Net credits associated with Tax Credit Investments were $10.4 million in both 2015 and 2014,
and $10.3 million in 2013.

For additional information regarding income taxes, see "Note 12 - Income Taxes," in the Notes to Consolidated Financial Statements
in Item 8. Financial Statements and Supplementary Data.
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FINANCIAL CONDITION

The table below presents condensed consolidated ending balance sheets.

December 31 Increase (decrease)
2015 2014 $ %
(dollars in thousands)
Assets

Cash and due from banks ..........cccooeveriieiineece $ 101,120 $ 105,702 § (4,582) (4.3)%
Other interest-earning assets..........cocceevereeeveereeereeneereenneene 292,516 423,083 (130,567) (30.9)
Loans held for sale.........ccocovivineninieeccccceece 16,886 17,522 (636) (3.6)
INVeStMEent SECUTIEIES ......eovervevenreieieieieiciieiiee oo 2,484,773 2,323,371 161,402 6.9
Loans, net of allowance...........ccceoeveveienieieiiiicccecnce 13,669,548 12,927,572 741,976 5.7
Premises and equipment ..........cc.eeverueeienieeienieeiene e 225,535 226,027 (492) (0.2)
Goodwill and intangible assets ..........ccoevverereeieiiencnennnn, 531,556 531,803 (247) —
OthEr SSEES...uveviierireiieteiieteieriteteeseseeteseeseseeseseese e esesseneenens 592,784 569,687 23,097 4.1

TOUAL ASSOLS.....eeeeieiiieseeeee e $17,914,718 $17,124,767 $ 789,951 4.6 %

Liabilities and Shareholders’ Equity

DEPOSILS ..ttt $ 14,132,317 $13,367,506 $§ 764,811 5.7 %
Short-term bOITOWINGS. .......cevievirirreieierierieieieieieieeene e 497,663 329,719 167,944 50.9
Long-term debt .........cocceviiniriniiniiiieeeeeeeeecee 949,542 1,139,413 (189,871) (16.7)
Other HHabilities .......cvovrveveeeirieieiiieieieieee e 293,302 291,464 1,838 0.6

Total Liabilities ..........c..ccveeuveeivioeninieineeineineennenns 15,872,824 15,128,102 744,722 4.9

Total Shareholders’ EQUIty............cccccoceecveeenveeeaennnne. 2,041,894 1,996,665 45,229 2.3

Total Liabilities and Shareholders’ Equity............. $17,914,718 $17,124,767 $ 789,951 4.6 %

Other Interest-Earning Assets

The $130.6 million, or 30.9%, decrease in other interest-earning assets was primarily due to lower balances on deposit with the
Federal Reserve Bank and lower interest bearing deposits with other banks, as funds were used to support increases in investment
securities and loans.

Investment Securities

The following table presents the carrying amount of investment securities, which were all classified as available for sale, as of
December 31:

2015 2014 2013
(in thousands)
U.S. GOVEINMENT SECUTTEIES ..vevevvevevrteteteretetesesesesesesesesesesesesesesesesesesesesesesesesesesesesesesesesesesesssesssesesesasas $ — 9 200 $ 525
U.S. Government sponsored agency SCCUITLIES ..........c.evueerereuiriertriiieenieerteeeententeteeeeeseeeereseeeeeeens 25,136 214 726
State and MUNICIPAL ......c.eiuiiiiirieiiie ettt ettt b et es et e st eb et es et e st ebe e eseese st eseneneanens 262,765 245,215 284,849
COTPOTAE AEDE SECUTTIIES ..uvietieeieiieiieiete ettt ettt ettt b bttt ettt et et et e s b st sbe e st eseentensebenbenbeeneas 96,955 98,034 98,749
Collateralized mortgage OblIZAtIONS ........c.coveutruiieuiriiiitit ittt sttt ettt st et 821,509 902,313 1,032,398
Mortgage-backed SECUITLIES .....c.coveveuiiieietiirieieitreet ettt ettt 1,158,835 928,831 945,712
AUCHION TALE SECUTTEIES 1..vvevveeurierreeutessteeteesteesteesseeseesseesseesseesseessesssesssessseseesssenseesseesseassesssesssesssesseessesnns 98,059 100,941 159,274
TOtAl AEDE SECUITLICS ...vvevvevieieiesie ettt ettt ettt ettt et ete e e e e tenbesbesbeese e st eseeseensensensensessessessessens 2,463,259 2,275,748 2,522,233
EQUILY SECUITTIES ....uvevevevieiieteteieteteictetetettee sttt etes ettt et et s st ebes et et ese s et et enese s saeseseseeseuesenseneneneen 21,514 47,623 46,201
TOTAL oottt $2,484,773 $2,323371 $2,568,434

Total investment securities increased $161.4 million, or 6.9%, to $2.5 billion at December 31, 2015, mainly in mortgage-backed
securities, partially offset by a decrease in collateralized mortgage obligations. Portfolio cash flows that were reinvested during
2015 were used to purchase securities with average lives of approximately five years to provide for relatively structured cash
flows, thereby limiting price and extension risk in a rising interest rate environment. Collateralized mortgage obligations decreased
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primarily due to maturities that were not fully reinvested as the Corporation sought to reduce portfolio price risk. The decrease in
equity securities reflects the sales of certain financial institutions stocks. As of December 31, 2015, the weighted average remaining
lives of collateralized mortgage obligations and mortgage-backed securities were four and five years, respectively.

The net pre-tax unrealized loss on available for sale investment securities was $9.3 million as of December 31, 2015, compared
to an $11.3 million net pre-tax unrealized gain as of December 31, 2014. The change was due to an increase in market interest
rates, which caused the fair values of collateralized mortgage obligations and mortgage-backed securities to decrease below
amortized cost.

Loans

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

2015 vs. 2014

December 31 Increase (Decrease)
2015 2014 2013 2012 2011 $ %
(dollars in thousands)
Real estate — commercial mortgage.................... $ 5,462,330 $ 5,197,155 $ 5,101,922 $ 4,664,426 $ 4,602,596 $ 265,175 5.1%
Commercial — industrial, financial and
agricultural ... 4,088,962 3,725,567 3,628,420 3,612,065 3,639,368 363,395 9.8

Real estate — home equity.........cccoceeveericueeninnene 1,684,439 1,736,688 1,764,197 1,632,390 1,624,562 (52,249) (3.0)
Real estate — residential mortgage...........ccccceuee 1,376,160 1,377,068 1,337,380 1,257,432 1,097,503 (908) (0.1)
Real estate — CONStrUCtiON..........coeveeveeereereeeneas 799,988 690,601 573,672 584,118 615,445 109,387 15.8
CONSUMET ...ttt 268,588 265,431 283,124 309,864 318,874 3,157 1.2
Leasing and other ..........cccoeeeiiiiiiiineieeene 173,651 131,583 103,301 93,914 79,869 42,068 32.0

Gross 10ans .......c.eoevivieirinieiiinececee 13,854,118 13,124,093 12,792,016 12,154,209 11,978,217 730,025 5.6
Unearned INCOME........c.covvereirueuerinieieirieieeiine (15,516) (12,377) (9,796) (7,238) (6,994) (3,139) 254

Loans, net of unearned income..................... $13,838,602 $13,111,716 $12,782,220 $12,146,971 $11,971,223 § 726,886 5.5%

The Corporation does not have a concentration of credit risk with any single borrower, industry or geographical location within
its footprint. Approximately $6.3 billion, or 45.3%, of the loan portfolio was in commercial mortgage and construction loans as
of December 31, 2015. As of December 31, 2015, the Corporation's policies limit the maximum total lending commitment to 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 at
the time the lending commitment is approved. As of December 31,2015, the Corporation had 107 relationships with total borrowing
commitments between $20.0 million and $50.0 million.

Commercial mortgage loans increased $265.2 million, or 5.1%, in comparison to December 31, 2014 across all markets.
Commercial loans increased $363.4 million, or 9.8%. Geographically, the increase was primarily in the Pennsylvania ($298.0
million, or 11.3%), Delaware ($33.1 million, or 34.6%), Maryland ($29.5 million, or 9.9%) and New Jersey ($9.3 million, or
1.7%) markets, partially offset by a $6.4 million, or 4.4%, decrease in the Virginia market.
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The following table summarizes the industry concentrations within the commercial loan portfolio as of December 31:

2015 2014

SOIVICES ...vevteteetteete et e et eete et eteeaeeteeue et e eae et e esseseeaseseesseseeaseeseeaseeaeenseeasenseeaeeaseeae et e etsenbeensenreensenns 22.6% 19.2%
IMANUTACEUIIIE ... ettt ettt ettt ettt e bt e e st e st e eseesaesseessesseessesssesseessesseesseseensenseensenseeneas 11.3 13.1
HEAIN CATC ....c.veveeieceeee ettt ettt e et ete et e et et e eaeeeseeaseeneensesneernesaeensens 10.6 9.0
CONSIUCTION (1) 11iiiviiiiieiteeiie ettt ettt ettt ettt e et e et e et e e ebeeeaeeeveeeaseeateesaseeseeeaseeseeesseensens 9.7 11.0
RETAILL.....eoeii ittt ettt ettt et e et e et e et e et e ete et e eae et e e ae et e eaeeeaeeateete et e eaeenaeeaeeneen 8.3 9.6
WROIESALE ..ottt ettt ettt e st e e s te et e s ta e b e te et e e st e teenseeneenteeneeneas 8.0 8.7
REAL ESTALE (2) .evveveiiiietieeieete ettt ettt et ettt e et eete et e ete et e eteeaseeaeenseeaeenteesseseeaseeneeaaesaeennesneensens 7.3 7.6
AGEICUITULC ...ttt ettt ettt e bt e st e e seesaesaeesseeseessesssesseessesseesseseensesseensenseeneas 51 55
Arts and eNtertaINIMENL. ... .......ecviiuiiiiitieetietteete et eete et e eteeteeteeteeaeeeteeasesseetseseesseeseesseeseenseeseenseeneennas 2.8 3.4
TTANSPOTTALION ... .euvieiiiiieiieete ettt ettt et et este et esteestesbeesaesseessesseessessaesseeseesseessessesssensesssesseessesseensans 2.7 24
FINANCIAL SEIVICES.......vievieiiiitiiiieteete ettt ettt ettt eae et e ete et e eteeaseeaeenseeaeenseesseeseenseeseessesneensesaeensens 1.7 1.9
ORI ..ttt ettt et et e s ae b e s be e st et e eta e heen b et e e s b e e teenbeeteeneereeneertenaeenaenreeneens 9.9 8.6

TOLALL ...ttt ettt ettt eete et et et e ea et et et et e s s eneenen 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.

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. The Corporation only participates in shared national
credits to borrowers located in its geographical markets. Below is a summary of the Corporation's outstanding purchased shared
national credits as of December 31:

2015 2014
(in thousands)
Commercial - industrial, financial and agricultural...............c.ccooviiiiiiiiiiiiii e $ 152,830 $ 116,705
Real estate - commErcial MOTTZAZE ........ccveuievieririiiiieticieeie ettt eae b eae s senes 96,219 137,952
TOLAL ettt ettt ekttt h e bbbttt a e n e neeh e bbbt b neetenenee $ 249,049 $§ 254,657

Total shared national credit decreased $5.6 million, or 2.2%, in comparison to 2014. As of December 31, 2015, one of the shared
national credits totaling $1.1 million, or 0.4%, of the total, was past due.

Home equity loans decreased $52.2 million, or 3.0%, primarily as a result of customers refinancing outstanding home equity loans
into residential mortgages.

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 delinquency rates, by class segment, as of December 31:

2015 2014
Delinquency Delinquency
$ Rate % of Total $ Rate % of Total
(dollars in thousands)

Commercial...........cccoeveviereecreenennn.. $ 559,991 0.2% 70.0% § 427,419 0.6% 61.9%

Commercial - residential................. 179,303 7.3 22.4 203,670 6.6 29.5

Other ....c.coveeeeeieieceeceeeeeeeeee, 60,694 1.1 7.6 59,512 0.6 8.6
Total Real estate - construction..... $ 799,988 1.8% 100.0% $ 690,601 2.4% 100.0%

Construction loans increased $109.4 million, or 15.8%, as a result of growth in commercial construction loans. Geographically,
the increase occurred in the Pennsylvania ($114.6 million, or 31.6%) and New Jersey ($65.6 million, or 72.2%) markets and were
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partially offset by decreases in the Virginia ($30.9 million, or 34.2%), Maryland ($24.0 million, or 27.8%) and Delaware ($15.9
million, or 26.5%) markets.

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:

2015 2014 2013 2012 2011

(dollars in thousands)

Loans, net of unearned income outstanding at end of year....................... $13,838,602 $ 13,111,716 $ 12,782,220 $ 12,146,971 $ 11,971,223
Daily average balance of loans, net of unearned income.......................... $13,330,973 $ 12,885,180 $ 12,578,524 $ 11,968,567 $ 11,906,447
Balance of allowance for credit losses at beginning of year..................... $ 185,931 $ 204917 § 225439 § 258,177 § 275498
Loans charged off:
Commercial — industrial, financial and agricultural ........................ 15,639 24,516 30,383 41,868 52,301
Real estate - home equity and consumer...............c.ococeevevereveverennnn. 5,831 7,811 10,070 13,470 9,686
Real estate — commercial Mortgage.............cocoevevveveveeeeveeeereenenene 4,218 6,004 20,829 51,988 26,032
Real estate — residential mortgage ..............ccoceeeeveeerierevveeerierenennne 3,612 2,918 9,705 4,509 32,533
Real estate — construction 201 1,209 6,572 26,250 38,613
Leasing and Other............cc.ccvovivveioieieieececeeeeeeeeeeeee e 2,656 2,135 2,653 2,281 2,168
Total loans charged off...............ccooiiiiiiiiiiicce 32,157 44,593 80,212 140,366 161,333
Recoveries of loans previously charged off:
Commercial — industrial, financial and agricultural ....................... 5,264 4,256 9,281 4,282 2,521
Real estate - home equity and consumer................ccccocceveveveevennnnnn 2,492 2,347 2,378 1,811 1,431
Real estate — commercial Mortgage..............c.ccoeevveeereeveveeeeeenennane 2,801 1,960 3,494 3,371 1,967
Real estate — residential mort@age ..............ccocoevvvevverivieeveeeicrenennn 1,322 451 548 459 325
Real estate — construction . 2,824 3,177 2,682 2,814 1,746
Leasing and Other...........c.ccoooieveviiiieeiiccceeeee e 685 916 807 891 1,022
TOLAl TECOVETIES ...ttt ettt ee e eee s 15,388 13,107 19,190 13,628 9,012
Net loans charged off ..............cocoovoiiiiiiieeeeec e 16,769 31,486 61,022 126,738 152,321
Provision fOr Credit IOSSES..........oveeoreeeeeeeeee e e e ereeneeeenas 2,250 12,500 40,500 94,000 135,000
Balance at end of Year............ccccoveviieveveieeeeeeeeeee e $ 171,412 $ 185,931 $ 204917 $ 225439 $ 258,177

Components of Allowance for Credit Losses:

Allowance for loan losses 169,054 $ 184,144 $ 202,780 $ 223,903 $ 256471

Reserve for unfunded lending commitments (1) ............cccocoeveveeeerennne. 2,358 1,787 2,137 1,536 1,706
....................................................................... $ 171,412 $ 185931 $ 204917 § 225439 $ 258,177

Allowance for credit losses

Selected Asset Quality Ratios:

Net charge-offs to average loans...............ccocveeevevvevieeeecieececeeeeeeeeean 0.13% 0.24% 0.49% 1.06% 1.28%
Allowance for loan losses to loans outstanding...............ccocoeoioirininincninne 1.22% 1.40% 1.59% 1.84% 2.14%
Allowance for credit losses to loans outstanding...............ccccccceeeeeenne. 1.24% 1.42% 1.60% 1.86% 2.16%
Non-performing assets (2) to total assets.............ocooevirirrieierineirieennns 0.87% 0.88% 1.00% 1.43% 1.94%
Non-performing assets (2) to total loans and OREO... . 1.13% 1.15% 1.32% 1.95% 2.64%
Non-accrual loans to total 10ans..............ccceeeiieiiiciceeeeeeceeees 0.94% 0.92% 1.05% 1.52% 2.15%
Allowance for credit losses to non-performing loans............c..cccccevnennene. 118.37% 134.26% 132.82% 106.82% 90.11%
Non-performing assets (2) to tangible common shareholders’ equity

and allowance for credit 10SSes (3) ........ocooveveievereieieieeiceeeeeeeens 9.27% 9.12% 9.76% 13.39% 18.60%

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

(2) Includes accruing loans past due 90 days or more.

(3) 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 $10.3 million, or 82.0%, in comparison to 2014 due to improvements in credit quality,
as shown by lower net loans charged off and delinquencies.
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Net charge-offs decreased $14.7 million, or 46.7%, to $16.8 million in 2015 from $31.5 million in 2014. This decrease was primarily
due to a $9.9 million, or 48.8%, decrease in commercial loan net charge-offs, a $2.6 million, or 65.0%, decrease in commercial
mortgage net charge-offs, and a $2.1 million, or 38.9%, decrease in consumer and home equity loan net charge-offs. The $16.8
million of net charge-offs were primarily in the Pennsylvania ($15.5 million, or 92.7%), and New Jersey ($2.6 million, or 15.8%)
markets, partially offset by recoveries in the Maryland, Virginia and Delaware markets.

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

2015 2014 2013 2012 2011
(in thousands)
Non-accrual loans V@@ . $ 129,523 $ 121,080 $ 133,753 $ 184,832 $ 257,761
Loans 90 days or more past due and still accruing @ 15,291 17,402 20,524 26,221 28,767
Total non-performing loans...............ccoevvevrenenne. 144,814 138,482 154,277 211,053 286,528
OREO ...ttt 11,099 12,022 15,052 26,146 30,803
Total non-performing assets...........ocvvverrvevenennns $ 155913 $ 150,504 $ 169,329 $ 237,199 $ 317,331

(1) In2015,thetotal interest income that would have been recorded if non-accrual loans had been current in accordance with their original terms was approximately
$7.0 million. The amount of interest income on non-accrual loans that was recognized in 2015 was approximately $1.2 million.

(2) Accrual of interest is generally discontinued when a loan becomes 90 days past due. When interest accruals are discontinued, 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. Certain loans, primarily adequately collateralized residential mortgage loans, may

continue to accrue interest after reaching 90 days past due.

(3) Excluded from non-performing assets as of December 31, 2015 were $60.6 million of loans modified under trouble debt restructurings (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, 2015 were reviewed for impairment under FASB ASC Section 310-10-35.

The following table presents TDRs as of December 31:

2015 2014 2013 2012 2011
(in thousands)
Real estate — residential mort@age ...........ccoeveveveieieieeeiennnnns $ 28511 $ 31,308 $ 28815 $ 32,993 $ 32,331
Real estate — commercial mortgage ...........ccocevveeenieienieienene 17,563 18,822 19,758 34,672 22,425
Real estate — CONSIUCTION ........ccveveeviiiiiieeeeieeeeeee e 3,942 9,241 10,117 10,564 7,645
Commercial — industrial, financial and agricultural.................... 5,953 5,237 8,045 5,745 3,581
Real estate - home eqUuity ........ccverveeieriieieieieecee e 4,556 2,975 1,365 1,518 183
CONSUIMICT ..vveiieieeiieteeeteteenteeteesteeseessesseesesseesseeseesseessesseessenseens 33 38 11 16 10
Total accruing TDRS .....ocvievieiieieiieieie e 60,558 67,621 68,111 85,508 66,175
Non-accrual TDRS (1) ..vecviovieiiiiiiicieeieeeceeeeee e 31,035 24,616 30,209 31,245 32,587
TOtal TDRS ..coviiiieiieiieiieieett et ens $ 91,593 $§ 92,237 $ 98320 $ 116,753 $ 98,762

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

Total TDRs modified during 2015 and still outstanding as of December 31, 2015 totaled $14.4 million. Of these loans, $5.1 million,
or 35.5%, had a payment default during 2015, which the Corporation defines as a single missed scheduled payment, subsequent
to modification. Total TDRs modified during 2014 and still outstanding as of December 31, 2014 totaled $16.4 million. Of these
loans, $7.1 million, or 43.1%, had a payment default subsequent to modification during 2014.
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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, 2013......... $ 36,710 $ 40,566 $ 20,921 $ 22,282 $ 13,272 $ 2 3 — $ 133,753
Additions............ccocvevnenn. 38,578 31,509 4,627 10,125 10,406 2,331 803 98,379
Payments.............ccccocoene. (17,937) (18,603) (7,185) (2,047) (3,321) 7) — (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) (5) — (7,620)
Balance of non-accrual loans
at December 31, 2014......... 29,769 44,437 16,348 20,043 10,483 — — 121,080
Additions..........ccocevvennen. 51,066 24,310 5,150 13,845 8,839 2,229 2,835 108,274
Payments...........cccoceveennne. (20,575) (19,786) (9,253) (3,810) (1,945) — (€)) (55,370)
Charge-offs (1) (15,639) (4,218) (201) 3,612) (3,604) (2,227) (1,409) (30,910)
Transfers to OREO............ (2,381) (1,668) — 4,112) (2,039) — — (10,200)
Transfers to accrual status. 41) (2,344) — (440) (524) ?2) — (3,351)
Balance of non-accrual loans
at December 31, 2015......... $ 42,199 $ 40,731 $ 12,044 $ 21914 $ 11,210 $ — 3 1,425 $ 129,523

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

Non-accrual loans increased $8.4 million, or 7.0%, in 2015 due mainly to an increase in non-accrual loan additions from $98.4
million in 2014 to $108.3 million in 2015. The non-accrual loan additions occurred across most loan types, and was not driven by

one specific account or event. Non-accrual loan balances continued to be reduced through significant payments, as well as 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:

2015 vs. 2014
December 31 Increase (Decrease)

2015 2014 2013 2012 2011 $ %
(dollars in thousands)

Commercial — industrial, financial and

agricultural ..........cccooovvoevereiennans $ 44,071 § 30388 § 38,021 § 66,954 § 80,944 § 13,683 45.0%
Real estate — commercial mortgage ....... 41,170 45,237 44,068 57,120 113,806 (4,067) (9.0)
Real estate — residential mortgage ......... 28,484 28,995 31,347 34,436 16,336 (511) (1.8)
Real estate — home equity .........cccceeeeeee. 14,683 14,740 16,983 17,204 11,207 (57) 0.4)
Real estate — construction ...................... 12,460 16,399 21,267 32,005 60,744 (3,939) (24.0)
CONSUMET ..o 2,440 2,590 2,543 3,315 3,384 (150) (5.8)
LeaSINg . .c.eeueevievieiieieeieeieeieeiesieie e 1,506 133 48 19 107 1,373 N/M

Total non-performing loans............ $144,814 $138,482 $154,277 $211,053 $286,528 §$ 6,332 4.6%

N/M - Not meaningful

Non-performing commercial loans increased $13.7 million, or 45.0%, in comparison to December 31, 2014. Geographically, the
increase primarily occurred in the Pennsylvania ($12.3 million, or 78.4%) Virginia ($3.1 million, or 98.1%) and Maryland ($1.8
million, or 82.9%) markets, partially offset by a decrease in the New Jersey ($3.3 million, or 36.0%) market.

Non-performing commercial mortgages decreased $4.1 million, or 9.0%, in comparison to December 31, 2014. Geographically,
the decrease occurred primarily in the Pennsylvania ($3.0 million, or 16.6%) and Delaware ($1.9 million, or 78.3%) markets,
partially offset by increases in the Maryland and New Jersey markets.

Non-performing construction loans decreased $3.9 million, or 24.0%, in comparison to December 31, 2014. Geographically, the
decrease occurred mainly in the Maryland ($1.9 million, or 59.9%) and New Jersey ($1.1 million, or 37.6%) markets.
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The following table summarizes OREO, by property type, as of December 31:

ReSIACNEIAL PIOPETLICS .. vveuvieuiitieiieetieteete ettt e ste et este et e steetesteessesteensesseenseeseenseeneesessseseensenseensensens

COMMETCIAL PIOPEILICS ....ouvieeiirieeiieteeetieteete et este et e ste et e ste et e steessesteesseeseesseeseesseeseesesssessesssesseessesens

UNdeveloped Land .........ocooiieiiiiee ettt ettt n e ene e ens
TOtaAl OREQ ....cooiiiiiiiiiiicieeee ettt

2015 2014
(in thousands)
$ 7,303 § 6,656
2,167 3,453
1,629 1,913
$ 11,099 § 12,022

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
1, "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 $10.3 billion and $9.6 billion as of December 31, 2015 and 2014, 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:

Real estate - commercial mortgage .....

Commercial - secured

Total commercial - industrial,
financial and agricultural ............

Construction - commercial residential.
Construction - commercial ..................

Total real estate - construction
(excluding construction - other)..

% of total risk rated loans....

Special Mention

2015 vs. 2014
Increase (Decrease)

Substandard or Lower

2015 vs. 2014
Increase (Decrease)

Total Criticized Loans

2015 2014 $ % 2015 2014 $ % 2015 2014
(dollars in thousands)
$ 102,625 $ 127,302 $(24,677)  (194)% $ 155,442 $ 170,837 $ (15395)  (9.0)% $ 258,067 $ 298,139
92,711 120,584 (27,873) (23.1) 136,710 110,544 26,166 23.7 229,421 231,128
2,761 7,463 (4,702) (63.0) 3,346 6,810 (3,464)  (50.9) 6,107 14,273
95,472 128,047 (32,575) (25.4) 140,056 117,354 22,702 19.3 235,528 245,401
17,154 27,495 (10,341) (37.6) 21,812 40,066 (18,254) (45.6) 38,966 67,561
3,684 12,202 (8,518) (69.8) 3,597 5,586 (1,989) (35.6) 7,281 17,788
20,838 39,697 (18,859)  (47.5) 25,409 45,652 (20,243)  (44.3) 46,247 85,349
$ 218,935 $ 295,046 $(76,111) (25.8)% $320,907 $ 333,843 $ (12,936) (3.9% $ 539,842 $ 628,889
2.1% 3.1% 3.1% 3.5% 5.2% 6.6%

As of December 31, 2015, total loans with risk ratings of special mention and substandard or lower were $89.0 million, or 14.2%,
less than 2014. Overall reductions in criticized loans, while not the sole factor for measuring allocations on these loan types,
contributed to a decrease in allocations for impaired loans of $9.3 million, or 15.2%, in 2015.
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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
2015 2014 2015 2014 2015 2014
$ % $ % $ % $ % $ % $ %
(dollars in thousands)

Real estate - home

eqUIty.....ccvenenns $ 8983 0.53% $ 10,931 0.63% $ 14,683 0.87% $ 14,740 0.85% $ 23,666 1.40% $ 25,671 1.48%
Real estate -
residential
mortgage .......... 18,305 1.33 26,934 196 28,484  2.07 28,995 2.10 46,789  3.40 55,929  4.06
Real estate -
construction -
other................. 88 0.14 — — 609 1.01 332 0.56 697 1.15 332 0.56
Consumer - direct . 2,254  2.28 2,891 2.64 2,203 2.23 2,414 221 4,457 4.51 5,305 4.85
Consumer -
indirect ............. 2,809 1.65 2,574  1.65 237 0.14 176  0.11 3,046 1.79 2,750 1.76
Total
Consumer........ 5,063 1.89 5,465  2.06 2,440  0.90 2,590  0.97 7,503  2.79 8,055 3.03
Leasing and other
and Overdrafts.. 759  0.48 523 044 1,506 0.95 133 0.11 2,265 1.43 656  0.55
Total.......ccovvenreen $ 33,198 0.94% $ 43,853 1.23% $ 47,722 1.34% $ 46,790 1.32% $ 80,920 2.28% $ 90,043 2.55%

(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, 2015, delinquency rates for the above class segments decreased, driven by improvements in home equity and
residential mortgage delinquencies.

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

2015 2014 2013 2012 2011
% 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.................. $ 47,866 39.5% $ 53,493 39.6% $ 55,659 39.9% $ 62,928 384% $ 85,112 36.8%

Commercial -
industrial, financial
and agricultural........ 57,098 29.5 51,378 28.4 50,330 28.4 60,205 29.7 74,896 31.0

Real estate - residential
MOortgage...........c...... 21,375 9.9 29,072 10.5 33,082 10.5 34,536 10.4 22,986 8.3

Consumer, home
equity, leasing &

other......cocevvevvenne. 27,458 15.3 33,085 16.2 34,852 16.7 27,895 16.7 17,321 17.2
Real estate -
construction 6,529 5.8 9,756 53 12,649 4.5 17,287 4.8 30,066 6.7
Unallocated 8,728 N/A 7,360 N/A 16,208 N/A 21,052 N/A 26,090 N/A

$ 169,054 100.0% $ 184,144 100.0% $ 202,780 100.0% $ 223,903 100.0% $ 256,471 100.0%

N/A — Not applicable

Management believes that the $169.1 million allowance for loan losses as of December 31, 2015 is sufficient to cover incurred
losses in the loan portfolio. See additional disclosures in "Note 1 - Summary of Significant Accounting Policies," and "Note 4 -
Loans and Allowance for Credit Losses," in the Notes to Consolidated Financial Statements in Item 8. Financial Statements and
Supplementary Data; and "Critical Accounting Policies" above.
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Other Assets

Other assets increased $23.1 million, or 4.1%, to $592.8 million as of December 31, 2015. The increase resulted primarily from
a $24.5 million increase in tax credit investments and a $13.2 million increase in the fair value of commercial loan interest rate
swaps. These increases were partially offset by an $11.1 million decrease in net deferred tax assets.

Deposits and Borrowings
The following table summarizes the increase in ending deposits, by type:

Increase (Decrease)

2015 2014 $ %
(dollars in thousands)

Noninterest-bearing demand...............ccooivereiienierieiieieeeeeeeene $ 3,948,114 $ 3,640,623 $ 307,491 8.4%
Interest-bearing demand............cccoceeveeierieiienieiecieeee e 3,451,207 3,150,612 300,595 9.5
SAVITIZS ..ottt ettt ettt e et eseeaeeneeneeneanes 3,868,046 3,504,820 363,226 10.4

Total demand and SAVINGS.........cccveririerieieiiee e 11,267,367 10,296,055 971,312 9.4
TIME AEPOSIES ..euveevrerienreeiieiieeeeeteete et ete e eaesreesteeseesseesaenseeneenseenes 2,864,950 3,071,451 (206,501) 6.7)

Total AEPOSIES...ecvviivieeriiietietieieet ettt $14,132,317 $13,367,506 $ 764,811 5.7%

Noninterest-bearing demand deposits increased $307.5 million, or 8.4%, primarily due to a $229.0 million, or 8.3%, increase in
business account balances and $78.9 million, or 10.7%, increase in personal account balances. Interest-bearing demand accounts
increased $300.6 million, or 9.5%, due to a $167.0 million, or 9.1%, increase in personal account balances, a $70.2 million, or
31.4%, increase in business account balances and a $63.4 million, or 5.8%, increase in municipal balances. The $363.2 million,
or 10.4%, increase in savings account balances was due to a $309.9 million, or 14.2%, increase in personal account balances and
a $54.5 million, or 7.4%, increase in business account balances.

The $206.5 million, or 6.7%, decrease in time deposits was a result of customers' migration away from certificates of deposit due
to the continued low interest rate environment.

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

Increase (Decrease)
2015 2014 $ %
(dollars in thousands)

Short-term borrowings:

Customer repurchase agreements. .........o..eeveeveeeereeeeeeeeneeeenens $ 111,496 $ 158,394 §  (46,898) (29.6)%
Customer short-term promissory NOtes ..........c..coceveeeerveerennene 78,932 95,106 (16,174) (17.0)
Total short-term customer funding...................ccecveeveennne.. 190,428 253,500 (63,072) (24.9)
Federal funds purchased...........cccccoiiiieiiiiiniiiiieeee 197,235 6,219 191,016 N/M
Short-term FHLB Advances (1)......ccccoeevrieviiniereeieeeieeeeen 110,000 70,000 40,000 57.1
Total short-term bOrrowings ................cceeveeeeeveevenunansn. 497,663 329,719 167,944 50.9
Long-term debt:
FHLB AdVANCES......cviuiiiiiiiiiieiiiiiitieiesiesiesteiestetet et 587,756 673,107 (85,351) (12.7)
Other long-term debt..........cccoviiiiirireiecee e 361,786 466,306 (104,520) (22.4)
Total long-term debt.................cccooceveieseieeeieieeaae 949,542 1,139,413 (189,871) (16.7)
TOtal BOFTOWINGS......eeeeeeeeeiieeeiee e $ 1,447,205 $ 1,469,132 $  (21,927) (1.5)%

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

The $167.9 million increase in total short-term borrowings was a primarily a result of the $191.0 million increase in federal funds
purchased. The $85.4 million, or 12.7% , decrease in long-term FHLB Advances resulted from maturities that were replaced with
short-term advances. Other long-term debt decreased by $104.5 million, or 22.4%, primarily as a result of the maturity of $100
million of subordinated debt in April 2015. In June 2015, the Corporation issued $150 million of ten-year subordinated debt at an
effective rate of 4.69%. The proceeds were used in July 2015 to redeem $150 million of TruPS, that carried an effective rate of
6.52%.
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Shareholders’ Equity

Total shareholders’ equity increased $45.2 million, or 2.3%, to $2.0 billion, or 11.4% of total assets, as of December 31, 2015. The
increase was due primarily to $149.5 million of net income and $10.8 million of common stock issued, partially offset by $50.0
million of common stock repurchases and $66.7 million of dividends on common shares outstanding.

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 $100.0 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. In April 2015, the third party
delivered an additional 1.8 million shares of common stock pursuant to the terms of the ASR, thereby completing the $100.0
million ASR. The Corporation repurchased a total of 8.3 million shares of common stock under the ASR at an average price of
$12.05 per share.

In April 2015, 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 $50.0 million of its outstanding shares of common stock, or approximately
2.3% of its outstanding shares, through December 31, 2015. During 2015, approximately 4.0 million shares were repurchased
under this program for a total cost of $50.0 million, or $12.57 per share, completing this program in August 2015.

In October 2015, the Corporation announced that its board of directors had approved a share repurchase program pursuant to which
the Corporation is authorized to repurchase up to $50.0 million of its outstanding shares of common stock, or approximately 2.3%
of its outstanding shares, through December 31, 2016. No shares were repurchased under this program as of December 31, 2015.
Subsequent to December 31, 2015, a total of 550,000 shares were repurchased through January 31, 2016 at a total cost of $6.8
million.

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, Tier I and
Common Equity 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, 2015, 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 "Note 11 - Regulatory Matters," in the Notes to Consolidated Financial
Statements in Item 8. Financial Statements and Supplementary Data.

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

Regulatory Fully Phased-

Minimum in, with Capital
for Capital Conservation
2015 2014 Adequacy Buffers
Total capital (to risk-weighted assets)..........ccceeeeeeeeennne. 13.2% 14.7% 8.0% 10.5%
Tier I capital (to risk-weighted assets).........cccceeeveveeneennee. 10.2% 12.3% 6.0% 8.5%
Common equity tier I (to risk-weighted assets)............... 10.2% N/A 4.5% 7.0%
Tier I capital (to average assets) ......cooevvereereeeeeeeeeenenne. 9.0% 10.0% 4.0% 4.0%

N/A — Not applicable

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 will be fully phased in on January 1, 2019.

The U.S. Basel III Capital Rules 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 | capital ratio of
6.00% of risk-weighted assets;

60



+ 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; 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 TruPS, will be
excluded as a component of Tier 1 capital for institutions of the Corporation's size.

When fully phased in on January 1, 2019, the Corporation and its bank subsidiaries will also be required to 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

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, resulting in higher risk weights for a variety
of asset categories.

As of December 31, 2015, the Corporation and each of its bank subsidiaries met the minimum requirements of the U.S. Basel II1
Capital Rules, and each of the Corporation’s bank subsidiaries’ capital ratios exceeded the amounts required to be considered "well
capitalized" as defined in the regulations. As of December 31, 2015, the Corporation's capital levels also met the fully-phased in
minimum capital requirements, including the capital conservation buffers, 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, 2015:

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)................. $ 11,267,367 $ — 3 — 3 — $ 11,267,367
Time deposits (2) .covevveveeeeieieieieeee e 1,342,715 747,651 691,039 83,544 2,864,949
Short-term borrowings (3) ......ceecveveerverreeruennnnns 497,663 — — — 497,663
Long-term debt (3)...ccvevvevvieiiiiciiceeieceeee, 235,937 301,299 142,370 269,936 949,542
Operating 1€ases (4) ....ooovevveeeerieneneeieseenieenien 16,325 28,533 20,831 46,819 112,508
Purchase obligations (5) ......cccocveveevveriereenienen. 15,262 17,066 325 — 32,653
Uncertain tax positions (6)..........ccceeverveereennne. 2,373 — — — 2,373

(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 8 - Deposits," in the Notes to Consolidated Financial Statements in Item 8. Financial Statements
and Supplementary Data.

(3) Seeadditional information regarding borrowings in "Note 9 - Short-Term Borrowings and Long-Term Debt," in the Notes to Consolidated Financial Statements
in Item 8. Financial Statements and Supplementary Data.

(4) Seeadditional information regarding operating leases in "Note 16 - Leases," in the Notes to Consolidated Financial Statements in Item 8. Financial Statements
and Supplementary Data.

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

(6) Includes accrued interest. See additional information related to uncertain tax positions in "Note 12 - Income Taxes," in the Notes to Consolidated Financial
Statements in Item 8. Financial Statements and Supplementary Data.

In addition to the contractual obligations listed in the preceding table, the Corporation is a party to financial instruments with oft-
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 and commercial 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. Commercial letters of
credit are conditional commitments issued to facilitate foreign or domestic trade transactions for customers. Commitments and
standby and commercial letters of credit do not necessarily represent future cash needs as they may expire without being drawn.

61



The following table presents the Corporation’s commitments to extend credit and letters of credit as of December 31, 2015 (in
thousands):

Commercial and Other ........c..couiiiiiiiiiiiiii ettt $ 3,518,960
HOMIE ©QUILY 1.veiieieeitete ettt ettt ettt ettt ettt et e e st e s e entesseesaesseenseeseenseessenseensenseensenseensenseennes 1,300,062
Commercial mortgage and CONSIIUCTION .......c.eeuiiuirtirtiitiitieteitesterteteteeeni ettt et eteete st esestesbessessessensenseneens 965,116

Total commitments t0 eXteNd CTEIt..........coouiiiiiiiiiiie e $ 5,784,138
Standby 1EHETS OF CTEAIL......viveevieieeiietieeeeeet ettt ettt ettt ettt st ae et as et eaeesenseans $ 374,729
Commercial 1etterS OF CTEAIt.......cuuiiiiiiie ittt et et e st eeaeesteeeaeeeseeesbeesseeeaseessseenneens 39,529

TOtal 1EHEETS OF CIEAIT ....eivviieeieceie ettt ettt e e et e eete e et e eaeeeaseeeaeeenaeens $ 414,258
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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, foreign currency price
risk and commodity price risk are not significant to the Corporation.

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) 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. For the year ended December 31, 2015, the Corporation changed its presentation of interest rate risk to
be reflective of the two complementary methods it uses to measure and manage interest rate risk, as it provides a more concise
framework for understanding how the Corporation measures and manages its interest rate and market risk.

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 12-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 ina 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 take into account the potential effects of competition on the pricing of deposits and loans over
the forward 12-month period.

Contractual maturities and repricing opportunities of loans are incorporated in the simulation model as are prepayment assumptions,
maturity data and call options within the investment portfolio. Assumptions based on past experience are incorporated into the
model for non-maturity deposit accounts. The assumptions used are inherently uncertain and, as a result, the model cannot precisely
measure future net interest income or precisely predict the impact of fluctuations in market interest rates on net interest income.
Actual results will differ from the model's simulated results due to timing, amount and frequency of interest rate changes as well
as changes in market conditions and the application and timing of various management strategies.

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
F300 DD vttt e et eene e ae e e seenaesaeenneeneennensaens + $73.2 million +14.2%
F200 DD oottt aens + $48.8 million +9.4%
FL00 DP 1ottt ettt ettt ettt ettt et es et st et s ne s eneenens + $22.2 million +4.3%
100 DDttt r e et re et et nneeneens — $15.7 million -3.0%

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

Economic value of equity estimates the discounted present value of asset 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, 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
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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, 2015, the Corporation was within economic value of equity policy limits for every 100 basis
point shock.

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 in other assets and liabilities on the consolidated balance sheets. Changes in fair value during the period are recorded in
other non-interest expense on the consolidated statements of income.

Liquidity

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 investments and outstanding loans 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 Corporation maintains liquidity sources in the form of demand and savings deposits, time deposits, repurchase agreements
and short-term promissory notes. The Corporation can access additional liquidity from these sources, if necessary, by increasing
the rates of interest paid on those accounts and borrowings. The positive impact to liquidity resulting from paying higher interest
rates could have a detrimental impact on the net interest margin and net income if rates on interest-earning assets do not experience
a proportionate increase. Borrowing availability with the FHLB and the 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, 2015, the Corporation had $697.8 million of short- and long-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
qualifying commercial real estate and residential mortgage loans, investments and other assets.

As of December 31, 2015, the Corporation had aggregate availability under Federal funds lines of $1.0 billion with $197.2 million
borrowed against that amount. 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,
2015, the Corporation had $1.2 billion of collateralized borrowing availability at the Discount Window, and no outstanding
borrowings.

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.
Management continues to monitor the liquidity and capital needs of the parent company and will implement appropriate strategies,
as necessary, to remain adequately capitalized and to meet its cash needs.

The Corporation’s sources and uses of funds were discussed in general terms in the net interest income section of Management’s
Discussion and Analysis. The consolidated statements of cash flows provide additional information. The Corporation’s operating
activities during 2015 generated $177.0 million of cash, mainly due to net income. Cash used in investing activities was $818.0
million, due to net increases in loans and investment securities partially offset by a decrease in short-term investments. Net cash
provided by financing activities was $636.5 million due to increases in deposits, short-term borrowings and additions to long-
term debt, partially offset by repayments of long-term debt, common stock, cash dividends and purchases of treasury stock.
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The following table presents the expected maturities of available for sale investment securities, at estimated fair value, as of
December 31, 2015 and the weighted average yields of such securities (calculated based on historical cost):

Maturing

L. After One But After Five But
Within One Year  Within Five Years _ Within Ten Years  After Ten Years

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

U.S. Government sponsored agency

SECUTTLIES 1.vvivveviieriieiieieeeiee e $ — —% $ 25,004 1.83% $ 55 291% $ 77 3.16%
State and municipal (1) ..ccocoeveirreinnnene. 65,925 4.02 28,796  5.97 115,782 5.21 52,262 5.58
ARCS (2) cevoieieieieieieieieeee e — — — — — 98,059 1.84
Corporate debt securities............cccooven... 10,020 3.00 34,077 4.30 11,266 4.23 41,592 2.54

TOtAL vt $ 75945 3.89% $ 87,877 4.12% $ 127,103 5.12% $191,990 2.92%
Collateralized mortgage obligations (3). $ 821,509 1.86%
Mortgage-backed securities (3).............. m 2.34%

(1) Weighted average yields on tax-exempt securities have been computed on a fully taxable-equivalent basis assuming a federal 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, 2015, the weighted
average remaining lives of collateralized mortgage obligations and mortgage-backed securities were four and five years, respectively.

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 of fixed rate loans and loan types subject to changes in interest
rates as of December 31, 2015:

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

(in thousands)
Commercial, financial and agricultural:

Adjustable and floating rate ............cooeveevveevveennnn. $ 1,041,125 $§ 1,831,443 § 430,556 § 3,303,124
FiXed rate.....cocvveeeiiiieeeeecieeee e 233,720 319,520 232,598 785,838
Total .o $ 1,274,845 § 2,150,963 § 663,154 $§ 4,088,962

Real estate — mortgage (1):
Adjustable and floating rate ...........cccoeveiveeirieernenene $ 1,219,602 $ 3260916 $ 2,146,990 $ 6,627,508
FiXed rate......ccveeuiiiiiieiiecieccie e 451,306 1,012,855 431,260 1,895,421
TOtal ..o $ 1,670,908 $ 4,273,771 $ 2,578,250 $§  8,522.929

Real estate — construction:
Adjustable and floating rate ..............cccoeevrveverennnen. $ 183,699 $ 281,647 $ 235,787 $ 701,133
FIXEA T, 64,766 14,800 19,289 98,855
TOMAL oo $ 248465 $ 296447 S 255076 $ 799,988

(1) Includes commercial mortgages, residential mortgages and home equity loan.
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Contractual maturities of time deposits as of December 31, 2015 were as follows (in thousands):

Year

20T0 ettt ettt ettt ettt e te et e te et eae e aeea e e heeRs e b e en s e st es s e heen s et e enseeReenseeReenaeeneenseena e s e ens e beenseteenseeneensenneenes $ 1,342,716
20 L7 ettt ettt ettt teeteebeettebeetb e be et b eheeabete st e teeateeteebeeat e teeteebeerb e beers e teesseeteenbeeaeenns 508,171
PSSR 239,480
2019 ettt ettt ettt be et e b e R e e beea b e b e et b e b e e s s et e ens e e Rt ens e eR e e seeRe e s e es e e beesae b e es b e teessenneensenseenne 527,480
2020 ..ttt ettt ettt et e et e teeaeeteeateeateheessebeens e beenseheeaseeteenteeaeenseessenneenseteenseseersebeenseeteesseeneenteeneenns 163,559
[T SN £ GRS 83,544

5 2864950

Contractual maturities of time deposits of $100,000 or more outstanding, included in the table above, as of December 31, 2015
were as follows (in thousands):

THIEE INONTIS OF LESS ....vviieiiiiie ettt ettt e e e et e e e e aeeeateeeaeeeaseeeaeesaseeenseenseeenneenneenes $ 162,192
Over three through SIX MONTAS .....c..iiiii ettt et sae et 141,961
Over sixX through tWelve MONTNS .........cc.iiiiiiiiii ettt et et e e e sae e e b e entesseenaeeneenseeneenes 231,417
(020 e AT 1 e 114 4 TR 649,845

0 7Y RO PRRRPR $ 1,185415

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, 2015, the Corporation’s equity investments consisted of
$20.6 million of common stocks of publicly traded financial institutions and $914,000 of other equity investments.

The equity investments most susceptible to market price risk are the financial institutions stocks, which had a cost basis of $13.9
million and a fair value of $20.6 million as of December 31, 2015, including an investment in a single financial institution with
a cost basis of $7.4 million and a fair value of $10.2 million. The fair value of this investment accounted for 49.5% of the fair
value of the common stocks of publicly traded financial institutions. No other investment within the financial institutions stock
portfolio exceeded 10% of the portfolio's fair value. In total, net unrealized gains in this portfolio were approximately $6.8 million
as of December 31, 2015.

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. Ifthe values of those investment portfolios decrease, whether due to factors influencing U.S. or international 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 of December 31,2015, the Corporation owned $262.8 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
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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, 2015, approximately 96% of municipal securities were supported by
the general obligation of corresponding municipalities. Approximately 75% 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, 2015, the Corporation’s investments in student loan auction rate securities, also known as auction rate
certificates (ARCs), had a cost basis of $106.8 million and a fair value of $98.1 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, 2015, 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
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, 2015, all of the ARCs were rated above investment grade, with approximately $5.6 million, or 6%,
"AAA" rated and $92.5 million, or 94%, "AA" rated. All of the loans underlying the ARCs have principal payments which are
guaranteed by the federal government. At December 31, 2015, all of the Corporation's ARCs were current and making scheduled
interest payments.

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 of December 31, 2015, these securities had an amortized cost
of $100.3 million and an estimated fair value of $97.0 million.

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.

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.

See "Note 3 - Investment Securities," in the Notes to Consolidated Financial Statements in Item 8. Financial Statements and
Supplementary Data for further discussion related to the Corporation’s other-than-temporary impairment evaluations for debt
securities, and see "Note 18 - Fair Value Measurements," in the Notes to Consolidated Financial Statements in Item 8.
Financial Statements and Supplementary Data for further discussion related to the fair values of debt securities.
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Item 8. Financial Statements and Supplementary Data

CONSOLIDATED BALANCE SHEETS

(dollars in thousands, except per-share data)

December 31,

2015 2014
Assets
Cash and due from DANKS .........ooiiiiiiiiiiieeee e e $ 101,120 $ 105,702
Interest-bearing deposits with other banks.............cccoiirieiieiiiiii e 230,300 358,130
Federal Reserve Bank and Federal Home Loan Bank stock............ccccooviivieniiiiieenieenen. 62,216 64,953
L0ans Neld fOI SALE .........oiieiiiiieie e e e e enneean 16,886 17,522
Available for sale INVEStMENT SECUTTIES .. ....ccovviiieeeeeieeie e e 2,484,773 2,323,371
Loans, net of UNearned INCOIIE ...........oovuiiiiiiieieiieeeee ettt e e eeeeeeeeeeeeeaaeeeeaeeeeneesseneeeas 13,838,602 13,111,716
AllOWaNCe fOr L0AN LOSSES ...cvvievieiiiieiieiieeie et ette et e ettt e eaeesteesbeessaesnbeessaeeaseennes (169,054) (184,144)
INCE LOGIS ..ot e e e e et e e e e eeaaaeeeeesennaaeeeeean 13,669,548 12,927,572
Premises and eqUIPIMENL.........coeviiiriiiriniiietcetet ettt sttt 225,535 226,027
Accrued INtEreSt TECEIVADIE ........ccvviiiiiii e eane e e 42,767 41,818
Goodwill and INtangIbIE @SSELS .......c.evvieiiiierieiieie ettt ste e eae e sse e e beeenens 531,556 531,803
(01 415 LT RO 550,017 527,869
TOUQL ASSELS........ooeeeeeeeeeeeeeeeeee et e ettt et et eeteeeaae e e e enes $ 17,914,718 § 17,124,767
Liabilities
Deposits:
NONINEETESE-DEATING. ....c.veveeeieieieieeiiesteetieete ettt ete et ete et esaeeseessessaesseessenseessenseensenseenes $ 3,948,114 §$§ 3,640,623
INEEIEST-DEATIIG ....vvevieiiiiieiiietieie ettt ettt sttt b et seeseeseesseesneeseeneas 10,184,203 9,726,883
TOLAL DEPOSTLS. ......eeeeeeseeeeeiieeeieeeie ettt e et e st e eeseesteeenaeenseesnbaensaesnseensneenseennes 14,132,317 13,367,506
Short-term borrowings:
Federal funds purchased .............oooorioiiiiiiiii e 197,235 6,219
Other ShOTt-term DOTTOWINGS.......cvevveiiiiiiiriieere ettt e 300,428 323,500
Total Short-Term BOTFOWINGS..........cccvecveeieiesueeeenssesesssesesseesesssessesseesesseesesssenes 497,663 329,719
Accrued INtErest PAYADIC ......cc.iviiiiieiecieiece e 10,724 18,045
OFNET THADIIITIES ...ttt e et e e e e e s enateeeaaeeeenseeeennaeesnaeeas 282,578 273,419
Federal Home Loan Bank advances and long-term debt............ccccoiieiiiiniiiniiiie 949,542 1,139,413
TOLGL LIQDIIITIES ...t ereeenaeeneeenes 15,872,824 15,128,102
Shareholders’ Equity
Common stock, $2.50 par value, 600 million shares authorized, 218.9 million shares
issued in 2015 and 218.2 million shares issued in 2014 .............ccocooeiiiininninnnene. 547,141 545,555
Additional paid-in CAPItAL.........ccuervieiiiieiieieieee ettt nees 1,450,690 1,420,523
REtaINEd CAIMINES -....cueeuieuieiieiietieie ettt ettt ettt ettt st e et be e enteneeneeneeneene 641,588 558,810
Accumulated other comprehensive 10SS.......ooouieieiiiieiiiieeeeeee e (22,017) (17,722)
Treasury stock, 44.7 million shares in 2015 and 39.3 million shares in 2014.................... (575,508) (510,501)
Total Shareholders’ EQUILY.............ccocvueeeeiecieeiecieeieeie et 2,041,894 1,996,665
Total Liabilities and Shareholders’ EQUILY................ccccoeoeeveiiioiiisiiesesieeseeens $ 17,914,718 $ 17,124,767

See Notes to Consolidated Financial Statements
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CONSOLIDATED STATEMENTS OF INCOME

(dollars in thousands, except per-share data)

2015 2014 2013
Interest Income
Loans, INCIUAING FEES .......ouiiteuietiietite ettt $ 524,060 $ 530,308 $ 540,667
Investment securities:
Taxable.......... 45,279 50,651 54,321
Tax-exempt ... 7,879 8,977 9,475
DIVIACIAS ...ttt e et e et e e eaae s 985 1,338 1,411
L0anS NEld 01 SALE .......iiiiiiiiieece ettt ettt e eate e ateeenneas 801 786 1,551
Oher INTETEST IMCOIMIE .....uvvvieiiieieieeeeetee e e ettt e e e et e e e e et e e e eeateeeeseaaeeeeeesaaeeesessaeeeesesaseesensaeseeeerreneeas 4,785 4,018 2,264
Total INterest INCOME. ..............c...cceeeeeeeeeeeeeeeeeeeeeeeeee et eeaee e eeaeeenes 583,789 596,078 609,689
Interest Expense
Deposits.....ccevvereeeeneeneene. 40,482 35,110 36,770
Short-term borrowings 372 1,608 2,420
LONG-ETIM QDL ...ttt ettt ettt e a et et et eseebeneeb et eneeb et en et ene b et ene s ene e 42,941 44,493 43,305
Total INEETESt EXPEHISE ..ottt 83,795 81,211 82,495
INEt TNIEEEST INCOME ..ot s et eeaeesenaeeenns 499,994 514,867 527,194
Provision fOr CIEAIt LOSSES ... ..eiiuiiiiuiiietie ettt et e e et eeenaeeennees 2,250 12,500 40,500
Net Interest Income After Provision for Credit LOSSES...........cccccurververcerceseeenuannn 497,744 502,367 486,694
Non-Interest Income
Service charges on dePOSIt ACCOUNTS .......c..everterterierteerieieiestetestesteeteeteeseeseentensesensessessessesseeseeneens 50,097 49,293 55,470
Investment management and trUSt SETVICES. ...c..eviruirtirtirtiriieiieieiet ettt ettt ettt ebe e 44,056 44,605 41,706
Other service charges and fEeS..........oouiuiriiiiii ettt ee 43,992 39,896 36,957
Mortgage banking INCOMIC .......c.cueirieueuiirieeeiiiietettt ettt 18,208 17,107 30,656
ONET ..ttt ettt et e e e et e e at e easeeteeeaeeeseeseeaeease e s e enteeaeeeaseeateeaeeeneeeaeeteereeteennean 16,420 14,437 14,871
Investment securities gains (losses):
Net gains on sales of INVEStMENTt SECULTLICS. ....c..eeueeieierierierieeieeieeteeieieieieste e siesbeseeeneeneeneas 9,066 2,071 8,128
Net other-than-temporary impairment LOSSES. .......c.ueuerierierieriiriirieieieieieieiese et — (30) (124)
Investment SECUTTtIES ZAINS, ML ....c.eoueuiruiriesiiteieteateserteeeteseeteeteneeseseeseeseseeseseeneeseneesesseneeseneeneaneneane 9,066 2,041 8,004
Total NON-INLEFeSt INCOME. ...t aeee e 181,839 167,379 187,664
Non-Interest Expense
Salaries and employee DENETILS ..........c.irieiiiiiiieieee e 260,832 251,021 253,240
NEt OCCUPANCY EXPEIISE ...c..vtentintintetiateeuteutententeeteetestesuesueeatessessetesaesbeaseebeeneenteseenaenbesneenesneeueeneene 47,777 48,130 46,944
Other OULSIAE SEIVICES ... vviiieeieieie ettt ettt e e et e e eae e e et e e e e e e eneeeenaeeeneeeenseeenreeennees 27,785 28,404 18,856
DIALA PIOCESSINEG ... .eveeuieuiententerieeteeteeteeueestestetesessesueeseeseentensensensenseseeseeseeseenaensensensensessesseeneeneeneenean 19,894 17,162 16,555
SOTEWATE ...ttt ettt et e e et e e ete e e ae e e eaaeeeateeereeeeaeeeenteeereeeeneeean 14,746 12,758 11,560
EQUIPIMENE EXPEIISE -....veutenieteeteeteete ettt etesteste st steete et eutestestesesbeebesbesseestentensensesesbeabeaseeneeneenean 14,514 13,567 15,419
FDIC INSUTANCE EXPEIISE ..vvententinteiieiieiteitestetentesteeteett et et estestetestesbesbesbeebtestestesteneesbeabeebeabeeneenees 11,470 10,958 11,605
ProfeSSIONAl TEES ....ooouvviiiiiiieeeee ettt et e et e et e e et e et e et e e eae e et e e enteeennees 11,244 12,097 13,150
SUPPLES ANA POSTAZE ....vvevvenetiiietietieiieiieiiet ettt ettt ettt et e st e sbeeseeseeseeseessensensesessessesseeseeseennens 10,202 9,795 10,210
IMLATKEEINE ..ottt ettt be et e eueestene e st e st e besaeebeeseeneeneeneense s e s e ebeeneeneeneeneenee 7,324 8,133 7,705
TeleCOMMUNICALIONS ........veiiiieeiee ettt eetee et e e et e et e et e e etae e e e e e e eaeeeeaaeeeseeeeseeeeaseeeaaeeeesseeeaseeenreeennens 6,350 6,870 7,362
Loss on redemption of trust preferred securities....... 5,626 — —
Other real estate owned and repossession expense... 3,630 3,270 7,364
Operating 1iSK 10SS ....coovevierierienienereceeeeeeieieienen 3,624 4,271 9,290
INtangible AMOTTIZAION ...c..euviiieiieiieiieit ettt ettt ettt eae st e et enaenbesbeeseeseeneeneenean 247 1,259 2,438
ONET ...ttt ettt ettt et e et e et e eaeeeaeeeaeeeaeeeseeeseeaseenseeaseenseenseesseeaseesaeeaseneeeseenseenseenneennean 34,895 31,551 29,735
Total Non-Interest EXPEnSe ............ccueueeueeuenieieiieiieieiteiteeeiesie et 480,160 459,246 461,433
Income Before INCOME TAXES...........ccccccuevueneiisiiieiieiieeeieeeiesiese et 199,423 210,500 212,925
INCOME tAXES ..vvveieeieceieeee e 49,921 52,606 51,085
Net Income $ 149,502 $ 157.894 $ 161.840
Per Share:
NEt INCOME (BASIC) ..vvuviuietiieiieieiiete ettt ettt ettt s et ese st seese st ese s eneesenseseeseneesenseneas $ 085 $ 085 $ 0.84
Net INCOME (DITULEA) ....cvenieniiiiieeieeteeee ettt ettt et ettt e besbe st sbesbeeneeneens 0.85 0.84 0.83
CaSH DIVIAEIIAS ...t ettt et e e e e aeeeaeeeaeeeaseeaeeeseenseeneean 0.38 0.34 0.32

See Notes to Consolidated Financial Statements
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in thousands)

2015 2014 2013
INEE IICOIMC. ...ttt ettt bbbkt ee e b st st e b st b e b st et ebe st s et esene st ebeneneses $ 149,502 $ 157,894 $ 161,840
Other Comprehensive (Loss) INCOmME, NEt Of taX:......ccociiieieieiiiiicieeccee et
Unrealized (losses) gains on available for sale investment securities:
Unrealized (10SS) ZaIN 0N SECUITHIES.......c..evverierririieiieieeeetierieteiestesteeseeseeseesaessessessessesseeseeseeseeseessensens (7,717) 33,734 (49,607)
Reclassification adjustment for securities gains included in net iNCOME ............c..ceeveeveereereereeneennnns (5,892) (1,327) (5,203)
Non-credit related unrealized gain on other-than-temporarily impaired debt securities................... 239 780 1,977

Net unrealized (losses) gains on available for sale investment securities (13,370) 33,187 (52,833)

Unrealized gains on derivative financial instruments:

Unrealized gain on derivative financial inStruments ...............c.cevveerveieririeisieeeeeerieseeereeseseeneeenes 75 136 136
Reclassification adjustment for loss on derivative financial instruments included in net income.... 2,456 — —
Net unrealized gains on derivative financial inStrumMents..............c.cevveirieiererieieieieeeeeeeeeee e 2,531 136 136

Defined benefit pension plan and postretirement benefits:

Unrecognized pension and postretirement inCome (COSt) .........c.ervririeriererieirierenreeerisseeesesesesseeens 4,680 (13,168) 8,369
Amortization of net unrecognized pension and postretirement iINCOME.............cocevvevereereereeenenennen 1,864 408 1,312
Reclassification adjustment for post-retirement plan curtailment gain included in net income....... — (944) —
Net unrealized gains (losses) on pension and postretirement plans ............c.cceeeveveeveeviivieireereereenenen. 6,544 (13,704) 9,681
Other Comprehensive (LOSS) INCOME...................ccccovueeeeieieieeiiieiieieseeeeeesees e ssenens (4,295) 19,619 (43,016)
Total Comprehensive INCOME...............c..ccoeeeeeieeieeeeeeeeeeeeseese ettt eeseese e eteereeasessensens $ 145,207 $ 177,513 $ 118,824

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

(in thousands, except per sha

Balance at December 31, 2012

re data)

Net income ......cveveeicnierieeens

Other comprehensive loss .

Stock issued, including related tax
Stock-based compensation awards

Acquisition of treasury stock.........

benefits ........ccceveee

Common stock cash dividends - $0.32 per share...........

Balance at December 31, 2013

Net income

Other comprehensive income........
Stock issued, including related tax
Stock-based compensation awards

Acquisition of treasury stock

benefits ......cccoeuees

Deferred accelerated stock repurchase..

Common stock cash dividends - $0.34 per share

Balance at December 31, 2014

Net income

Other comprehensive loss .............
Stock issued, including related tax
Stock-based compensation awards

Acquisition of treasury stock.........

benefits .......coeeuenn

Settlement of accelerated stock repurchase agreement.

Common stock cash dividends - $0.38 per share...........

Balance at December 31, 2015.............

Common Stock Accumulated
Additional Other
Shares Paid-in Retained Comprehensive Treasury
Outstanding Amount Capital Earnings Income (Loss) Stock Total

199,225 § 542,093 $ 1426267 $ 363937 § 5,675 $ (256,316) 2,081,656
161,840 161,840
(43,016) (43,016)
1,427 2,475 1,377 6,386 10,238
5,330 5,330
(8,000) (90,927) (90,927)
(61,934) (61,934)
192,652 § 544,568 § 1,432,974 $§ 463,843 § (37,341) $§ (340,857) 2,063,187
157,894 157,894
19,619 19,619
781 987 1,684 5,611 8,282
5,865 5,865
(14,509) (175,255) (175,255)
(20,000) (20,000)
(62,927) (62,927)
178,924 $ 545555 $ 1,420,523 $ 558,810 § (17,722) $ (510,501) 1,996,665
149,502 149,502
(4,295) (4,295)
1,018 1,586 4,229 4,993 10,808
5,938 5,938
(3,976) (50,000) (50,000)
(1,790) 20,000 (20,000) —
(66,724) (66,724)
174,176  $ 547,141 $§ 1,450,690 $ 641,588 § (22,017) $ (575,508) 2,041,894

See Notes to Consolidated Financial Statements
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CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

2015 2014 2013
CASH FLOWS FROM OPERATING ACTIVITIES:
INEE TICOIMIE ..ottt ettt et ea e s s seese et ens et et essesensese s ensesereeseeseneene $ 149,502 $ 157,894 $ 161,840
Adjustments to reconcile net income to net cash provided by operating activities:
Provision for Credit IOSSES .......ooviiiiiiiiiiicee e 2,250 12,500 40,500
Depreciation and amortization of premises and equipment...............coeceeeeeennn. 27,605 24,555 25911
Net amortization of investment SECUrity Premiums .........cevverververrerreereereeeenuennes 7,330 5,120 10,002
Deferred iINCOME taX EXPEIISE ...ouveverveeriereerienieieieniesteeteeseesaesessessessessessessessnesnens 13,424 18,523 11,825
Investment securities gains, net... (9,066) (2,041) (8,004)
Gains on sales of MOrtgage 10anS..........cceevveierierierieieieeeeeee s (13,264) (10,063) (24,609)
Proceeds from sales of mortgage loans held for sale...........cccooeviveeieieiiiiennnn. 757,850 654,654 1,424,896
Originations of mortgage loans held for sale ..........ccoovieieieciiiienieneeeeeeeeee (743,950) (640,762) (1,353,739)
Amortization of INtaNIDIE ASSELS......eververierieriirieeieieieieieierie e sie e ere e ereeneens 247 1,259 2,438
Stock-based COMPENSALION ......cvevviriieiieiieiieieieie et 5,938 5,865 5,330
Excess tax benefits from stock-based compensation .............c.ccceeeoeeereinienennne (201) (81) (302)
(Increase) decrease in accrued interest receivable ..........cocveveieierierenerenieene (949) 2,219 1,749
Loss on redemption of trust preferred securities 5,626 — —
Increase (decrease) in other assets ............cccveueee. (9,931) (8,803) 37,236
(Decrease) increase in accrued interest payable (7,321) 2,827 (4,112)
Decrease in other Habilities ..........cveveieieieierieriereceeeeeeeee e (8,128) (13,294) (29,344)
Total AdJUSTMENLS. ....eevveieieiiriietieietieieieie ettt ettt et et esaenaessesaeeneeneas 27,460 52,478 139,777
Net cash provided by operating QCHIVItIES ............ccoceceeeeevevesenenenennns 176,962 210,372 301,617
CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from sales of securities available for sale...........ccccccvevvieviiciieieeieenen, 66,480 32,227 267,126
Proceeds from maturities and paydowns of securities available for sale..... 439,533 417,559 637,851
Purchase of securities available for sale...........cocevveririeieninirecee, (683,839) (164,769) (776,352)
Decrease (increase) in short-term investments.... 130,567 (174,922) (3,202)
Net INCrease i LOANS ......cc.ciriiiiriiiiieieiteteee ettt (743,655) (360,982) (699,961)
Net purchases of premises and eqUIPMENT .........cc.eeveeuieieieierierierienienieseseeeenean (27,113) (24,561) (24,209)
Net cash used in iNVeSting ACTIVITIES ..........cceeeeeeeeieieieieieseseee e (818,027) (275,448) (598,747)
CASH FLOWS FROM FINANCING ACTIVITIES:
Net increase in demand and savings depoSits ..........ccceeeeieieierierierieneneseeeenean 971,312 722,791 472,439
Net (decrease) increase in tiMe dEPOSILS .....euveuververterreriieieieieieieiesienieseeeneeneas (206,501) 153,529 (465,416)
Increase (decrease) in short-term borrowings 167,944 (928,910) 390,230
Additions to 1ong-term debt .........c.oocieieieieieieienieieseeeeeeeee e 347,778 262,113 —
Repayments of long-term debt...........coccoviviiiniininiiiiniieeccecee e (539,497) (6,284) (10,669)
Net proceeds from issuance of commOnN StOCK..........ceeieieieeerierienienieniereniennn 10,607 8,201 9,936
Excess tax benefits from stock-based compensation .............eceevevieriererenennnne 201 81 302
Dividends paid........cccocveierieniiniinieieieeeeeeeeie e (65,361) (64,028) (46,525)
Acquisition Of treaSUIY StOCK.......ccivieieieieieieieierie sttt (50,000) (175,255) (90,927)
Deferred accelerated stock repurchase payment ............ccoceeveeevierierienienenennens — (20,000) —
Net cash provided by (used in) financing Activities...............ccevevcervvenn. 636,483 (47,762) 259,370
Net Decrease in Cash and Due From Banks ............ccceoieiiiriiiininioieiceieeiecieiee (4,582) (112,838) (37,760)
Cash and Due From Banks at Beginning of Year...........cccccevevivinininieieieieseene 105,702 218,540 256,300
Cash and Due From Banks at End of Year..........cccocevieiienieniniiieiciciceieesesenn $ 101,120 $ 105,702 $ 218,540
Supplemental Disclosures of Cash Flow Information
Cash paid during period for:
Interest.......... .. $ 91,116 $ 78,384 $ 86,607
Income taxes 13,378 16,778 32,605

See Notes to Consolidated Financial Statements
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - 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 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-creditrelated 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: 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 in 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. 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.

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, whether
negotiated or imposed by bankruptcy, 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,
an internal risk rating process is used. The Corporation believes that internal risk ratings are the most relevant credit quality
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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. The Corporation's loan review officers provide a separate assessment of risk rating accuracy. Risk
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 have 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 31,2015 and 2014, 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 net sale proceeds. 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 predominantly by real estate every 12
months.

As of December 31, 2015 and 2014, approximately 69% and 81%, 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 an
acceptable 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%.
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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 4, "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 rate forecast.

»  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
ofthe 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 (OREO): Assets acquired in settlement of mortgage loan indebtedness are recorded as 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 (MSRs): The estimated fair value of 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
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
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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 in other assets and other liabilities, respectively, on the consolidated balance sheets, with changes in fair values during
the period recorded in 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 in other assets and liabilities on the consolidated balance sheets. Changes in fair value during the period are recorded in
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 in other
assets and other liabilities, respectively, on the consolidated balance sheets, with changes in fair values during the period recorded
in 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 is also a party to foreign currency exchange contracts with financial institution counterparties, under which 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. As with interest rate swap contracts, 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 foreign currency exchange contracts in the event of default.
For additional details, see "Note 10 - Derivative Financial Instruments."
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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 in short-term borrowings
on the consolidated balance sheets, while the securities underlying the repurchase agreements remain classified with 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 Corporation accounts for income taxes in accordance with FASB ASC Topic 740, "Income Taxes" (ASC Topic
740). Under ASC Topic 740, deferred tax assets and liabilities are determined based on the differences between the financial
statement carrying amounts and the tax bases of existing assets and liabilities and are measured at the prevailing enacted tax rates
that will be in effect when these differences are settled or realized. ASC Topic 740 also requires that deferred tax assets be reduced
by a valuation allowance if it is more likely than not that some portion or all of the deferred tax assets will not be realized.

The realizability of the net deferred tax assets is evaluated quarterly by assessing the valuation allowance and by adjusting the
amount of the allowance, if necessary. We consider all available positive and negative evidence including projected future taxable
income and available tax planning strategies that could be implemented to realize the net deferred tax assets. The evaluation of
both positive and negative evidence is a requirement pursuant to ASC Topic 740 in determining more-likely-than-not the net
deferred tax assets will be realized. In the event the Corporation determines that the deferred income tax assets would be realized
in the future in excess of their net recorded amount, an adjustment to the valuation allowance would be recorded, which would
reduce the provision for income taxes.

ASC Topic 740 also creates a single model to address uncertainty in tax positions, and clarifies the accounting for uncertainty in
income taxes recognized in an enterprise's financial statements by prescribing the minimum recognition threshold a tax position
is required to meet before being recognized in an enterprise's financial statements. It also provides guidance on derecognition,
measurement, classification, interest and penalties, accounting in interim periods, disclosure and transition. The liability for
unrecognized tax benefits is included in other liabilities within the consolidated balance sheets at December 31, 2015 and 2014.

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. The fair value of restricted stock, RSUs and a majority of PSUs are based on the trading
price of the Corporation's stock on the date of grant. 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. Restricted stock, RSUs and PSUs earn dividends during the vesting period, which are forfeitable if the awards
do not vest.

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.
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PSUs are required to be included in weighted average diluted shares outstanding if performance measures, as defined in each PSU
award agreement, are met as of the end of the period.

Areconciliation of weighted average common shares outstanding used to calculate basic and diluted net income per share follows:

2015 2014 2013
(in thousands)
Weighted average common shares outstanding (basic) ...........ccocevveeverrierienienieas 175,721 186,219 193,334
Impact of common stock eqUIVAIENLS. ......cc.evuirieririiiiiiieieieecceee e 1,053 962 1,020
Weighted average common shares outstanding (diluted)..........c.cceeveeierrieiennnne. 176,774 187,181 194,354

In 2015, 2014 and 2013, 1.7 million, 2.8 million and 3.6 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 2015, 2014 or 2013. See "Note 6 - 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 non-interest expense on the consolidated statements of income.

Variable Interest Entities(VIEs): FASB ASC Topic 810 provides guidance on when to consolidate certain VIEs in the financial
statements of the Corporation. VIEs 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 three 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 (TruPS).
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 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, TruPS 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 TruPS issued by the subsidiary trusts,
remain in long-term debt. See "Note 9 - Short-Term Borrowings and Long-Term Debt," for additional information.
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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
December 31,2015 and 2014, the Corporation’s tax credit investments, included in other assets on the consolidated balance sheets,
totaled $175.0 million and $155.6 million, respectively. As of December 31, 2015 and 2014, total additional equity commitments
to tax credit investments, recognized in other liabilities on the consolidated balance sheets, were approximately $47.6 million, and
$41.4 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, $10.4 million and $10.3 million in 2015, 2014 and 2013, respectively. There
were no impairment losses recognized for tax credit investments in 2015, 2014 or 2013. The Corporation’s tax credit investments
were not consolidated based on FASB ASC Topic 810 as of December 31, 2015 or 2014.

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 18 - Fair Value Measurements," for additional details.

Recently Adopted 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 was effective for disposals that occur within annual
periods beginning after December 15, 2014. For the Corporation, this standards update was effective with its March 31, 2015
quarterly report on Form 10-Q. The adoption of ASC Update 2014-08 did not have a material impact on the Corporation's
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 was effective
for interim and annual reporting periods beginning after December 15, 2014. For the Corporation, this standards update was
effective with its March 31, 2015 quarterly report on Form 10-Q. The adoption of ASC Update 2014-11 did not 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 was effective for interim and annual reporting periods beginning after December 15, 2014, with earlier
adoption permitted. For the Corporation, this standards update was effective with its March 31, 2015 quarterly report on Form
10-Q. The adoption of ASC Update 2014-12 did not have a material impact on the Corporation’s consolidated financial statements.

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 was effective for interim and annual reporting
periods beginning after December 15, 2014, with earlier adoption permitted. For the Corporation, this standards update was
effective with its March 31, 2015 quarterly report on Form 10-Q. The adoption of ASC Update 2014-14 did not have a material
impact on the Corporation’s consolidated financial statements.
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InNovember2014, the FASB issued ASC Update 2014-17, "Business Combinations: Pushdown Accounting." ASC Update2014-17
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.

Recently Issued Accounting Standards: 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, 2017. Early
application is not permitted. For the Corporation, this standards update is effective with its March 31, 2018 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 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 and interim periods within those annual periods, with earlier adoption permitted. For the Corporation,
this standards update is effective with its March 31, 2016 quarterly 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.

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.

In February 2015, the FASB issued ASC Update 2015-02, "Consolidation: Amendments to the Consolidation Analysis." ASC
Update 2015-02 changes the way reporting enterprises evaluate whether: (a) they should consolidate limited partnerships and
similar entities, (b) fees paid to a decision maker or service provider are variable interests in a VIE, and (c¢) variable interests in a
VIE held by related parties of the reporting enterprise require the reporting enterprise to consolidate the VIE. ASC Update 2015-02
is effective for public business entities' annual and interim reporting periods beginning after December 15, 2015, with earlier
adoption permitted. 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 2015-02 to have a material impact on its consolidated financial
statements.

In April 2015, the FASB issued ASC Update 2015-03, "Interest - Imputation of Interest" and updated ASC Update 2015-03 with
the issuance of ASC Update 2015-15, "Presentation and Subsequent Measurement of Debt Issuance Costs Associated with Line-
of-Credit Arrangements," in August of2015. ASC Update 2015-03 simplifies the presentation of debt issuances costs. Debt issuance
costs related to a recognized debt liability will be presented on the balance sheet as a direct deduction to the debt liability, similar
to the presentation of debt discounts. Under current U.S. GAAP, debt issuance costs are reported on the balance sheet as assets.
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The costs will continue to be amortized to interest expense using the effective interest method. ASC Update 2015-03 is effective
for public business entities' annual and interim reporting periods beginning after December 15, 2015, with earlier adoption
permitted. 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 2015-03 to have a material impact on its consolidated financial statements.

In April 2015, the FASB issued ASC Update 2015-05, "Customer's Accounting for Fees Paid in a Cloud Computing Arrangement."
ASC Update 2015-05 provides explicit guidance to determine when a customer's fees paid in a cloud computing arrangement is
for the acquisition of software licenses, services, or both. ASC Update 2015-05 is effective for public business entities' annual and
interim reporting periods beginning after December 15, 2015, with earlier adoption permitted. 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 2015-05 to have a material impact on its consolidated financial statements.

In January 2016, the FASB issued ASC Update 2016-01, "Financial Instruments - Overall: Recognition and Measurement of
Financial Assets and Financial Liabilities." ASC Update 2016-01 provides guidance regarding the income statement impact of
equity investments held by an entity and the recognition of changes in fair value of financial liabilities when the fair value is
elected. ASC Update 2016-01 is effective for public business entities' annual and interim reporting periods beginning after December
15, 2017, with earlier adoption permitted. The Corporation intends to adopt this standards update effective with its March 31,
2018 quarterly report on Form 10-Q and does not expect the adoption of ASC Update 2016-01 to have a material impact on its
consolidated financial statements.

In February 2016, the FASB issued ASC Update 2016-02, "Leases." This standards update states that a lessee should recognize
the assets and liabilities that arise from all leases with a term greater than 12 months. The core principle requires the lessee to
recognize a liability to make lease payments and a "right-of-use" asset. The accounting applied by the lessor is relatively unchanged
as the majority of operating leases should remain classified as operating leases and the income from them recognized, generally,
on a straight-line basis over the lease term. The standards update also requires expanded qualitative and quantitative disclosures.
For public business entities, ASC Update 2016-02 is effective for interim and annual reporting periods beginning after December
15, 2018. ASC Update 2016-02 mandates a modified retrospective transition for all entities. Early application is permitted. For
the Corporation, this standards update is effective with its March 31, 2019 quarterly report on Form 10-Q. The Corporation is
currently evaluating the impact of the adoption of ASC Update 2016-02 on its consolidated financial statements.

Reclassifications: Certain amounts in the 2014 and 2013 consolidated financial statements and notes have been reclassified to
conform to the 2015 presentation.

NOTE 2 - 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, 2015 and 2014 were $91.1 million and
$97.0 million, respectively.
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NOTE 3 - 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)

2015
U.S. Government SECUTTHES ...........coveveveveeeeerereeceeeeeeeeeereieeeenans $ — 3 — S — 3 —
U.S. Government sponsored agency SeCurities .............ceoeruenee. 25,154 35 (53) 25,136
State and municipal SECUTTLIES .......ccvevvieeerieierieieeieie e 256,746 6,019 — 262,765
Corporate debt SECUTIHIES .....ovvievierrieiierieiieieie e eaens 100,336 2,695 (6,076) 96,955
Collateralized mortgage obligations...........cceeereeveiiencnieniennns 835,439 3,042 (16,972) 821,509
Mortgage-backed SECUITHIES ... ..cverveeieriieieeiieiieieie e 1,154,935 10,104 (6,204) 1,158,835
AUCHION TALE SECUTTLIES ...vvvveievieeeeiee e 106,772 — (8,713) 98,059

Total Debt Securities 2,479,382 21,895 (38,018) 2,463,259
EqUIty SECUITHIES ..eoviiieiieeieiceieie e 14,677 6,845 ) 21,514

TOtAL et enaen $ 2,494,059 $ 28,740 $  (38,026) $ 2,484,773
2014
U.S. Government SECUITHIES ..........ceevveereerriereeireereeereeeeereeeeereennes $ 200 $ — 3 — 3 200
U.S. Government sponsored agency SeCurities .............c.eeueneee.. 209 5 — 214
State and municipal SECUTTHES ......ccververiereeieieieeieeecececee e 238,250 7,231 (266) 245215
Corporate debt SECUTITIES .. ..eoveeueeruieieeieiieieie e 99,016 5,126 (6,108) 98,034
Collateralized mortgage obligations...........ccccevvvevierieriervenieennnns 917,395 5,705 (20,787) 902,313
Mortgage-backed SECUTILIES.......eeueruiruiririirieierieieieieceieeieee e 914,797 16,978 (2,944) 928,831
AUCLION TALE SECUTTLICS .vvieuvieieiierieeeieeiieeire et eeireereeeaeeeveesseeeeneas 108,751 — (7,810) 100,941

Total Debt Securities 2,278,618 35,045 (37,915) 2,275,748
EQUILY SECUITLIES .vvevviiviiiieeieieeeicieeeeeteee e 33,469 14,167 (13) 47,623

TOTAL. vttt e enaens $ 2312,087 $ 49212 $ (37,928) § 2,323,371

Securities carried at $1.7 billion as of both December 31, 2015 and 2014 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 $20.6 million at December 31, 2015 and
$41.8 million at December 31, 2014) and other equity investments (estimated fair value of $914,000 at December 31, 2015 and
$5.8 million at December 31, 2014).

As of December 31, 20135, the financial institutions stock portfolio had a cost basis of $13.9 million and an estimated fair value
of $20.6 million, including an investment in a single financial institution with a cost basis of $7.4 million and an estimated fair
value of $10.2 million. This investment accounted for 49.5% 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
10% 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, 2015, 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 1N ONE YEAT OF L8SS....utiuieniieiietieieett ettt ettt et e et e e et e ste e e eseeneesseensesseenseeneesesneenseeneensens $ 75,458 $ 75,945
Due from 0Ne Year t0 fIVE YEATS ....c.ecviruiiiiiieieieeie sttt ettt ettt steesae e sesseessessaenseensensens 85,840 87,877
Due from five YEars t0 t8IN YEATS ... eeuiruieiiitieieitieie ettt ettt ettt ettt ettt et sse et saeenaesaeeaeeneenneas 124,190 127,103
DIUC LT TEN YEATS ...ttt ettt sttt ettt b ettt sttt be st ne e 203,520 191,990
489,008 482,915

Collateralized mortgage ObIIZAtIONS ........ccuiiiiriiiieiiiiee ettt 835,439 821,509
Mortgage-backed SECUITLIES . .cveeueitieiieetieieetieie ettt ettt ettt e steetesbeesteeaeenseeseeseeneenseennesneenneenes 1,154,935 1,158,835
TOTAL .ttt $ 2,479,382 § 2,463,259

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)
2015:
EQUItY SECUTTHES ...vivviviieieeieiieiieiieitetiereere ettt ees e eneas $ 6,496 $ @ s — 8 6,495
DEDE SECUTTEIES ....vviieviie ittt e 2,571 — — 2,571
TOtAL .o $ 9,067 $ @ s — 8 9,066
2014:
EQUILY SECUTTEES ....voevevveeieeeeeeeececeeeteteeees ettt ee et $ 335 % — 8 (12) $ 323
DEDEt SECUITEIES 1vevvrevieerieeeieetieereeiteesireesareeaeesteessseeseesneesseeeasees 2,058 (322) (18) 1,718
TOtAL e $ 2,393 § (322) $ 30) $ 2,041
2013:
EQUItY SECUTTEIES ....vivveveveieieieieiceceeeeieee e $ 4391 $ 28) $ Q27 $ 4,336
DEDt SECULTLICS ..vevvenveevieiieeieiieiieetieee et eee et eaeseeenaesneensessaenseennens 3,787 (22) 97) 3,668
TOtAL e $ 8,178 § (50) $ (124) $ 8,004

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. There were no other-than-temporary impairment
charges recorded as decreases to investment securities gains in 2015.

2014 2013
(in thousands)
Equity securities - financial institution stocks $ 12 $ 27
Pooled trust preferred securities 18 97
Total other-than-temporary impairment charges $ 30 $ 124

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.
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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:

2015 2014 2013
(in thousands)

Balance of cumulative credit losses on debt securities, beginning of year ....................... $ (16,242) $ (20,691) $ (23,079)
Additions for credit losses recorded which were not previously recognized as

COMPONENLS OF CAIMINGS ...ttt e — (18) 97)
Reductions for securities sold during the period............c.ccecevirinininininiinincccccee, 4,730 4,460 2,468
Reductions for increases in cash flows expected to be collected that are recognized

over the remaining life of the SECUTTLY .....c..coveiiiriiriiiiiie e 2 7 17
Balance of cumulative credit losses on debt securities, end of year ............cccccecveeeeennne. $ (11,510) $ (16,242) $§ (20,691)

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, 2015:

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)

U.S. Government sponsored

agency securities $ 9,957 $ B3 $ — 8 — 3 9,957 $ (53)
Corporate debt securities 12,892 97) 33,036 (5,979) 45,928 (6,076)
Collateralized mortgage
obligations 166,007 (1,467) 467,778 (15,505) 633,785 (16,972)
Mortgage-backed securities 611,920 (4,783) 63,818 (1,421) 675,738 (6,204)
Auction rate securities — — 98,059 (8,713) 98,059 (8,713)
Total debt securities 800,776 (6,400) 662,691 (31,618) 1,463,467 (38,018)
Equity securities — — 14 ®) 14 ®)
Total....coooiiieiiiieieee $ 800,776 $ (6,400) $ 662,705 $  (31,626) $ 1,463,481 $  (38,026)

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 fair
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, 2015.

As of December 31, 2015, all student loan auction rate certificates (ARCs) were current and making scheduled interest payments
and were rated above investment grade, with approximately $5.6 million, or 6%, "AAA" rated and $92.5 million, or 94%, "AA"
rated. All of the loans underlying the ARCs have principal payments which are guaranteed by the federal government. Based on
management’s evaluations, ARCs with a fair value of $98.1 million were not subject to any other-than-temporary impairment
charges as of December 31, 2015. 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
value, the Corporation does not consider those investments with unrealized holding losses as of December 31, 2015 to be other-
than-temporarily impaired.
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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:

2015 2014
Amortized Estimated Amortized Estimated
Cost Fair Value Cost Fair Value
(in thousands)

Single-issuer trust preferred SECUTIties ........ccvevveveieieieieienineas $ 44,648 $ 39,106 $ 47,569 $ 42,016
Subordinated debt............ccoviiiiiiiii 51,653 53,108 47,530 50,023
Pooled trust preferred SECUTItIes ........evveeeereierieieerieeierieeieieeiens — 706 2,010 4,088
Corporate debt securities issued by financial institutions.... 96,301 92,920 97,109 96,127
Other corporate debt SECUItIes ......cocvevverierieiieiieieiieceieieeee 4,035 4,035 1,907 1,907
Available for sale corporate debt securities.............oecuenen... $ 100,336 $ 96,955 $ 99,016 $ 98,034

Single-issuer trust preferred securities had an unrealized loss of $5.5 million as of December 31, 2015. Seven of the 19 single-
issuer trust preferred securities held were rated below investment grade by at least one ratings agency, with an amortized cost of
$12.5 million and an estimated fair value 0of $10.7 million as of December 31, 2015. All of the single-issuer trust preferred securities
rated below investment grade were rated "BB" or "Ba." Two single-issuer trust preferred securities with an amortized cost of $3.7
million and an estimated fair value of $2.6 million as of December 31, 2015 were not rated by any ratings agency.

Based on management's evaluations, corporate debt securities with a fair value of $97.0 million were not subject to any additional
other-than-temporary impairment charges as of December 31, 2015. 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.
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NOTE 4 - LOANS AND ALLOWANCE FOR CREDIT LOSSES

Loans, net of unearned income

Loans, net of unearned income are summarized as follows as of December 31:

2015 2014
(in thousands)

Real estate — comMmErcial MOTEZAZE .........ccvieieriiiieeiieieite ettt ettt et et beeseesseeneesseeseesaeensenseas $ 5,462,330 $ 5,197,155
Commercial — industrial, financial and agricultural ..............cccoooieiiiiiiiiii e 4,088,962 3,725,567
Real e5tate — NOME GQUILY ..eouveevieieeiieiietiete ettt ettt st ettt et ste e eaeebeeseeseeseenseeneesseeneesneenaensens 1,684,439 1,736,688
Real estate — residential MOTEZAZE ........c.eevvieieriiiieiieieee ettt ettt sb e e sae e saeesaesaeas 1,376,160 1,377,068
LR ) W] P2 R oT0) § 15 48 (015 (0 ) s N 799,988 690,601
COMSUITIET ...ttt et e ettt e e e et e e e e e st e e e eesaaaeeeeeesaaasaeeeesaaaaaeeseesaaseeessansasseessessanees 268,588 265,431
Leasing and OtNET.........cviiuiiiiiiieiieeeie ettt ettt et ea e ste e b e ete et e eteesseeseeseeneesaeenaesaeenaenaeas 170,914 127,562
(@ 20755 Ve b i £SO 2,737 4,021

Loans, gross of Unearned INCOME ..........ccueeierierierieeierieeiesteeeesteetesteessesseeseesseenseeseensesneenseenes 13,854,118 13,124,093
UNEAINEA INCOIMNC ...vevvieieivietteteetteeteesteeteeteeteeaeeseesseestesseesseseessesseessesseessesssesseessesseessessesssesseessessens (15,516) (12,377)

Loans, net of UN€arned INCOMIE...........uuiiiiiiiieiiie et eeeeeeeeeeeeeeeeeeeeeaeeeeesesaaeeeseeenaeeeeeenns $ 13,838,602 $ 13,111,716

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 $191.6 million and $252.6 million as of December 31, 2015 and 2014,
respectively. During 2015, additions totaled $12,000 and repayments and other changes in related-party loans totaled $61.0 million.

The total portfolio of mortgage loans serviced by the Corporation for unrelated third parties was $4.8 billion and $4.9 billion as
of December 31, 2015 and 2014, respectively.

Allowance for Credit Losses

The following table presents the components of the allowance for credit losses as of December 31:

2015 2014 2013
(in thousands)
AlloWance FOr 108N LOSSES .......vivviiviieiieeee ettt eae e e ereeeaeeeeeseereens $ 169,054 $ 184,144 $ 202,780
Reserve for unfunded lending commitments ...........c.ecevverreeeerieeieenieeiesreeeeenene 2,358 1,787 2,137
ANOWANCE TOI CTEAIT LOSSES ...ttt e e eaeeeenees $ 171412 § 185,931 $ 204,917

The following table presents the activity in the allowance for credit losses for the years ended December 31:

2015 2014 2013
(in thousands)

Balance at beginning Of YEaT.........ccceieiiiiiiiiiiieieeese e $ 185931 $§ 204917 $§ 225,439
Loans charged Off..........cooioiieieieie e (32,157) (44,593) (80,212)
Recoveries of loans previously charged off.............ccoooviiiiiiiiiiiiieeeee 15,388 13,107 19,190

Net loans charged Off .........cccooiiiiiii e (16,769) (31,486) (61,022)
Provision for Credit JOSSES .......ooiuviieeeee oo 2,250 12,500 40,500
Balance at end Of YEaT ........c.ooviiiiiiieiciieiceetcee e $ 171412 $ 185,931 $ 204,917
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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 31,2013 ....................... $ 55,659 $ 50,330 $ 28,222 $ 33,082 § 12,649 § 3260 $ 3370 § 16208 $ 202,780
Loans charged off..............cccoooooviiiioninrinns (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 . (4,044) (20,260) (4.461) (2,467) 1,968 (1,003) (1,219) — (31,486)
Provision for 10an 10S5€s (2).................crmrrmnnne 1,878 21,308 4,510 (1,543) (4.861) 758 (352) (8,348) 12,850
Balance at December 31, 2014.......................... 53,493 51,378 28,271 29,072 9,756 3,015 1,799 7,360 184,144
Loans charged off...............cccoooovvvvvvvvveirirciris (4,218) (15,639) (3,604) (3,612) (201) (2,227) (2,656) = (32,157)
Recoveries of loans previously charged off ...... 2,801 5,264 1,362 1,322 2,824 1,130 685 — 15,388
Net loans charged off ................cccccccoeeerimremnurccns (1,417) (10,375) (2,242) (2,290) 2,623 (1,097) (1,971) = (16,769)
Provision for loan 108ses (2)............cocoovurrurenne (4,210) 16,095 (3,624) (5,407) (5,850) 667 2,640 1,368 1,679
Balance at December 31, 2015 $ 47,866 $ 57,098 § 22,405 § 21,375 § 6,529 § 2,585 §$ 2,468 § 8,728 § 169,054
Allowance for loan losses at December 31, 2015
Measured for impairment under FASB ASC
SUBOPIC 450-20 .vvvevveeeeerrvnerreeereccsseeeenrneees $ 35395 § 2,515 § 14412 § 7953 § 4,134 § 2,563 § 1,764 $ 8728 § 117464
Evaluated for impairment under FASB ASC
SEtion 310-10-35 .eveveevrervevresneencsnennes 12,471 14,583 7,993 13,422 2,395 22 704 N/A 51,590
$ 47,866 $ 57,098 §$ 22,405 § 21,375 $ 6,529 $ 2,585 § 2,468 $ 8,728 §$ 169,054
Loans, net of unearned income at December 31, 2015
Measured for 1mpalrment under FASB ASC
Subtopic 450-20 .. o .. $ 5404036 $ 4,040,810 $ 1,668,673 $ 1325735 § 784,002 $ 268,555 $ 156,710 N/A $ 13,648,521
Evaluated for 1mpamnent under FASB ASC
Section 310-10-35 .. - 58,294 48,152 15,766 50,425 15,986 33 1,425 N/A 190,081
$ 5462330 $ 4,088962 $ 1,684439 $§ 1,376,160 $ 799,988 $ 268,588 § 158,135 N/A $ 13,838,602
Allowance for loan losses at December 31, 2014
Measured for impairment under FASB ASC
Subtopic 450-20 ........cooviieriiiiiiiiii $ 36,778 38,348  § 19,047 § 10480 6,485 § 2,980 § 1799 8 7360 § 123,277
Evaluated for impairment under FASB ASC
SECtion 310-10-35 .evvvevvrcvvevresnerrcsnennes 16,715 13,030 9,224 18,592 3,271 35 — N/A 60,867
$ 53,493 S 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
Subtopic 450-20 .. $§ 51338%6 $§ 3,690,561 $ 1723230 $ 1325717 § 665,012  § 265393 $ 119,206 N/A § 12,923,015
Evaluated for impairment under FASB ASC
SECtion 310-10-35 ..vvvevvreveevressierseienes 63,259 35,006 13,458 51,351 25,589 38 — N/A 188,701
$ 5197,155 § 3725567 $ 1,736,688 $ 1,377,068 S 690,601  $ 265431 § 119,206 N/A § 13,111,716

(1) The unallocated allowance, which was approximately 5% and 4% of the total allowance for credit losses as of December 31, 2015 and December 31, 2014,
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, 2015, the provision for loan losses excluded a $571,000 increase in the reserve for unfunded lending commitments. The
total provision for credit losses, comprised of allocations for both funded and unfunded loans, was $2.3 million for the year ended December 31, 2015. 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, was $12.5 million for the year ended December 31, 2014.

N/A — Not applicable.
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Impaired Loans

The following table presents total impaired loans by class segment as of December 31:

2015 2014
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 ........ $ 27872 $§ 22,596 $ — $ 25802 $§ 23236 § —
Commercial - secured...........cccouveeeueenn. 18,012 13,702 — 17,599 14,582
Real estate - residential mortgage .......... 4,790 4,790 — 4,873 4,873 —
Construction - commercial residential ... 9,916 8,865 — 18,041 14,801
Construction - commercial...................... — — — 1,707 1,581 —
60,590 49,953 68,022 59,073
With a related allowance recorded:
Real estate - commercial mortgage......... 45,189 35,698 12,471 49,619 40,023 16,715
Commercial - secured............cceeeveeneen. 39,659 33,629 14,085 24,824 19,335 12,165
Commercial - unsecured..............c.......... 971 821 498 1,241 1,089 865
Real estate - home equity .............c.c....... 20,347 15,766 7,993 19,392 13,458 9,224
Real estate - residential mortgage .......... 55,242 45,635 13,422 56,607 46,478 18,592
Construction - commercial residential ... 9,949 6,290 2,110 14,007 7,903 2,675
Construction - commercial...................... 820 638 217 1,501 1,023 459
Construction - other...........ccoeevevvieiennns 331 193 68 452 281 137
Consumer - indirect.........c.coeeveerrereennenns 14 14 8 20 19 18
Consumer - dir€Ct........cevvvevververireienenns 19 19 14 19 19 17
Leasing and other and overdrafts ........... 1,658 1,425 704 — —
174,199 140,128 51,590 167,682 129,628 60,867
Total..ooveeeieeeeeceecee e $ 234,789 $ 190,081 $ 51,590 $ 235,704 $ 188,701 $ 60,867

As of December 31, 2015 and 2014, there were $50.0 million and $59.1 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.

89



The following table presents average impaired loans, by class segment, for the years ended December 31:

2015 2014 2013
Interest Interest Interest
Average Income Average Income Average Income
Recorded Recognized Recorded Recognized Recorded  Recognized
Investment 1 Investment (1) Investment €8

(in thousands)
With no related allowance recorded:

Real estate - commercial mortgage...... $ 25345 § 315 § 23467 $ 320 $§ 28,603 $§ 489
Commercial - secured...........ccocuvvennen.. 15,654 97 18,928 119 30,299 173
Commercial - unsecured....................... 17 — — — 26 —
Real estate - home equity ..................... — — 180 1 262 1
Real estate - residential mortgage ........ 5,389 124 1,532 31 695 25
Construction - commercial residential . 11,685 148 15,421 227 19,847 256
Construction - commercial.................... 915 — 1,907 — 3,480 2
59,005 684 61,435 698 83,212 946

With a related allowance recorded:
Real estate - commercial mortgage....... 39,232 475 38,240 524 44,136 706
Commercial - secured...........c..cocceenenee. 25,660 150 20,991 129 27,919 153
Commercial - unsecured.............c......... 1,749 6 895 3 1,411 5
Real estate - home equity ..................... 13,887 144 13,976 108 14,092 65
Real estate - residential mortgage ........ 46,252 1,041 50,281 1,178 52,251 1,210
Construction - commercial residential . 6,455 79 8,723 136 11,219 168
Construction - commercial.................... 931 — 1,900 — 2,468 3
Construction - other...........ccccoeveveeuennen. 263 — 387 — 523 1
Consumer - indirect..........ccoeeveereennnnne. 16 1 7 — 1 —
Consumer - dir€Ct ........c.oceevvrerererennennens 17 1 16 1 19 —
Leasing and other and overdrafts ......... 285 — — — 11 —
134,747 1,897 135,416 2,079 154,050 2,311
Total....oviviieieeeeeeeeeee e $ 193,752 § 2,581 $§ 196,851 § 2,777 $ 237,262 § 3,257

(1) All impaired loans, excluding accruing TDRs, were non-accrual loans. Interest income recognized for the years ended December 31, 2015, 2014 and 2013
represents amounts earned on accruing TDRs.
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Credit Quality Indicators and Non-performing Assets
The following table presents internal credit risk ratings as of December 31:

Pass Special Mention Substandard or Lower Total

2015 2014 2015 2014 2015 2014 2015 2014

(dollars in thousands)

Real estate - commercial

MOTEZAZE ..o $ 5,204,263 $ 4,899,016 $ 102,625 $ 127,302 $ 155,442 $ 170,837 $ 5,462,330 $ 5,197,155
Commercial - secured.................... 3,696,692 3,333,486 92,711 120,584 136,710 110,544 3,926,113 3,564,614
Commercial -unsecured................. 156,742 146,680 2,761 7,463 3,346 6,810 162,849 160,953

Total commercial - industrial,
financial and agricultural ... 3,853,434 3,480,166 95,472 128,047 140,056 117,354 4,088,962 3,725,567
Construction - commercial

residential.... . 140,337 136,109 17,154 27,495 21,812 40,066 179,303 203,670

Construction - commercial ........... 552,710 409,631 3,684 12,202 3,597 5,586 559,991 427,419

Total real estate - construction
(excluding construction -
other).......oocovviiries 693,047 545,740 20,838 39,697 25,409 45,652 739,294 631,089

Total ..o $ 9,750,744 $ 8,924,922 $ 218,935 $ 295,046 $ 320,907 $ 333,843 $ 10,290,586 $ 9,553,811
Yo of Total.........oovucweuviiniciiiie 94.8% 93.4% 2.1% 3.1% 3.1% 3.5% 100.0% 100.0%

The following table presents delinquency and non-performing status for loans that do not have internal credit risk ratings, by class
segment, as of December 31:

Performing Delinquent (1) Non-performing (2) Total
2015 2014 2015 2014 2015 2014 2015 2014
(dollars in thousands)
Real estate - home equity............ $ 1,660,773 $ 1,711,017 $ 8,983 $ 10,931 $ 14,683 $ 14,740 $ 1,684,439 $ 1,736,688
Real estate - residential
MOTEZAZE v 1,329,371 1,321,139 18,305 26,934 28,484 28,995 1,376,160 1,377,068
Real estate - construction - other. 59,997 59,180 88 — 609 332 60,694 59,512
Consumer - direct..........c.ccccceueee 94,262 104,018 2,254 2,891 2,203 2,414 98,719 109,323
Consumer - indirect.............cco.... 166,823 153,358 2,809 2,574 237 176 169,869 156,108
Total consumer..................... 261,085 257,376 5,063 5,465 2,440 2,590 268,588 265,431
Leasing and other and overdrafts 155,870 118,550 759 523 1,506 133 158,135 119,206
Total ..o $ 3,467,096 $ 3,467,262 $ 33,198 $ 43,853 $ 47,722 S 46,790 $ 3,548,016 $ 3,557,905
% Of Total........coeeeeeeeeeenn. 97.7% 97.5% 1.0% 1.2% 1.3% 1.3% 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 total non-performing assets as of December 31:

2015 2014
(in thousands)
INON-ACCTUAL LOANS ...ttt e e e et e et e eaeeeaeenteeaeenseeasenneensanneerseneensenseans $ 129,523 $§ 121,080
Loans 90 days or more past due and still @CCIUING ..........eeovirvieiirieiieieieeieie e 15,291 17,402
Total NON-Performing lOANS ........cc.eeoiiriieiiiiieie ettt 144,814 138,482
Other real €State OWNEM .....ccveeiuiiiiiiieiiietiece ettt ettt e et e s e e e teeetbeeteeeaseenbeesabeeseenenas 11,099 12,022
Total NON-PErfOTMING ASSELS ....euvievieuiierieieetieteeeesteeeesteetesteeseesseessesseessesseessesseessesseensesseensesnes $ 155913 $§ 150,504

91



The following table presents past due status and non-accrual loans, by portfolio segment and class segment, as of December 31:

Real estate - commercial mortgage................cccoceeveveeennnnn.
Commercial - secured..............oooeuviierinieierieeeeeas

Commercial - unsecured............cccooveveiieeeieeieieenas

Total Commercial - industrial, financial and agricultural...

Real estate - home equity

Real estate - residential mortgage................coceevevevenrnnnn.
Construction - commercial................c.ccooovrierererriererecennnn.

Construction - other

Total Real estate - construction.................cccccvevevivrcnnnnne.

Consumer - direct

Consumer - indirect

Total Consumer

Leasing and other and overdrafts...............c.ccccooevviiereinnnns

Real estate - commercial mortgage...................cccooevennee.
Commercial - secured

Commercial - unsecured

Total Commercial - industrial, financial and agricultural..

Real estate - home equity

Real estate - residential mortgage...............ccooovevevvennnnnn.

Construction - commercial

Construction - commercial residential ...............................
Construction = Other ............cccoveveiieereiieeieieeeeieeeeieseeaes

Consumer - direct

Consumer - indirect

Total Consumer

Leasing and other and overdrafts.............cccocoooeeniininne

2015
=90 Days
30-59 60-89 Past Due
Days Past  Days Past and Non- Total = 90 Total Past
Due Due Accruing accrual Days Due Current Total
(in thousands)
$ 6469 $ 1312 § 439 § 40,731 $ 41,170 $ 48951 § 5413379 $ 5,462,330
5,654 2,615 1,853 41,498 43,351 51,620 3,874,493 3,926,113
510 83 19 701 720 1,313 161,536 162,849
6,164 2,698 1,872 42,199 44,071 52,933 4,036,029 4,088,962
6,438 2,545 3,473 11,210 14,683 23,666 1,660,773 1,684,439
15,141 3,164 6,570 21,914 28,484 46,789 1,329,371 1,376,160
50 176 — 638 638 864 559,127 559,991
1,366 494 — 11,213 11,213 13,073 166,230 179,303
88 — 416 193 609 697 59,997 60,694
1,504 670 416 12,044 12,460 14,634 785,354 799,988
1,687 567 2,203 — 2,203 4,457 94,262 98,719
2,308 501 237 — 237 3,046 166,823 169,869
3,995 1,068 2,440 — 2,440 7,503 261,085 268,588
483 276 81 1,425 1,506 2,265 155,870 158,135
$ 40,194 $ 11,733 § 15291 $§ 129,523 $§ 144814 § 196,741 $13,641,861 $13,838,602
2014
=90 Days
30-59 60-89 Past Due
Days Past ~ Days Past and Non- Total = 90 Total Past
Due Due Accruing accrual Days Due Current Total
(in thousands)

$ 14399 § 3,677 § 800 $ 44437 § 45237 $ 63313 § 5,133,842 $ 5,197,155
4,839 958 610 28,747 29,357 35,154 3,529,460 3,564,614
395 65 9 1,022 1,031 1,491 159,462 160,953
5,234 1,023 619 29,769 30,388 36,645 3,688,922 3,725,567
8,048 2,883 4,257 10,483 14,740 25,671 1,711,017 1,736,688
18,789 8,145 8,952 20,043 28,995 55,929 1,321,139 1,377,068
— — — 2,604 2,604 2,604 424,815 427,419
160 — — 13,463 13,463 13,623 190,047 203,670
— — 51 281 332 332 59,180 59,512
160 — 51 16,348 16,399 16,559 674,042 690,601
2,034 857 2,414 — 2,414 5,305 104,018 109,323
2,156 418 176 — 176 2,750 153,358 156,108
4,190 1,275 2,590 — 2,590 8,055 257,376 265,431
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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The following table presents TDRs as of December 31:

2015 2014
(in thousands)
Real-estate - residential MOTEZAZE .......cc.eeviriiiiiiieieiiete ettt st s eneeneas $ 28,511 $ 31,308
Real-estate - commercial MOTEZAZE ........eevvereieieiieie ettt eaeeneeeeas 17,563 18,822
Construction - commercial TeSIAENTIAL ............cooiiiiiiiiiiii et ee e e eaeeeen 3,942 9,241
COMMETCIAL = SECUTEM. ....vveiiiiiiiiiiie ettt e e et e e e e e e e e e e e eaaaseeeseeaaseeeseennanees 5,833 5,170
Real estate - NOME CQUILY -.evveuvierietieieeie ettt ettt ettt et e e e sseenaeeneeneesneensesneeseeneennens 4,556 2,975
CommMErCial = UNSCCUTE. ... .couiiiieiiiieiieiecteete ettt ettt ete et estaesaesaaesseesaesseessesseessesseensenseensenns 120 67
CONSUMET = QITECT ..eevvieutieeiieeitieeteeiteeeteesteeeteeteeebeeteesabeesseeasseessseenseenseeensaenseesnseensseenseessseenseenseas 19 19
CONSUMET = TNAITECE ...eevtiiiieeii ettt ettt ettt e et e eteeebeeeteeesbeessseesbeessseesseessseessaessseenseessseenseess 14 19
Total ACCIUING TDRS.....ocuiiiiiiiiiieieie ettt ettt e e ebe st e sseeseeeseensesneenseenaensesnsesens 60,558 67,621
NON-ACCTUAL TDRS (1) 11ieuiieiiieiieeiie ettt et et e st e et eetaeesbaessaeesseessseenseessseenseensnas 31,035 24,616
TOtAL TDRS ..ottt ettt ettt ettt e e et e e ese e e e st enseesea st eneeeneensesneenseeneeseeneensenn $ 91,593 § 92,237

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

As of December 31, 2015 and 2014, there were $5.3 million and $3.9 million, respectively, of commitments to lend additional
funds to borrowers whose loans were modified under TDRs.
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The following table presents TDRs by class segment and type of concession for loans that were modified during the years ended
December 31, 2015 and 2014:

2015 2014

Post- Post-
Modification Modification
Number Recorded Number Recorded
of Loans Investment of Loans Investment

(dollars in thousands)
Commercial — secured:

Extend maturity with rate CONCESSION .....c.eeoveueeeerieieiiieiieeieie e 23 127 39 315

Extend maturity without rate CONnCesSION ...........ccceeveerereiereeriereeiennnnn 9 3,785 8 1,640
Commercial — unsecured:

Extend maturity without rate concession ...........c.coeoeevereencreeneneenens 1 38 — —
Real estate - commercial mortgage:

Extend maturity with rate CONCESSION ........cceevveevereeieeiieieeeieieeeieneans 5 2,014 1 60

Extend maturity without rate CONCesSION .........cocevueeuerienienienienieieans 4 639 7 6,781
Real estate - home equity:

Extend maturity with rate CONCESSION ........cceevveeveveeieeiieieeiieieeeeeeens 2 36 — —

Extend maturity without rate concession ...........cccoeveevereenereeneneenens 3 203 — —

BanKIUPLCY ..c.veviiiiiriieietereeeee ettt 52 2,501 30 1,551
Real estate — residential mortgage:

Extend maturity with rate CONCESSION ........ccevveeveerieerieniieieiieeeeieae 4 750 2 390

Extend maturity without rate CONnCesSION ...........ccceeveereerierereereeiennnnn 3 262 2 210

BanKIUPLCY ..oovvivieiieiieiicieeeee et 7 2,508 19 1,807
Construction - commercial residential:

Extend maturity without rate CONCESSION ........eevvereeereereiereeriieieeeieieans 1 1,535 3 3,616
Consumer - direct:

BanKruptey ...co.eeiueeiiiiee e 2 6 7 7
Consumer - indirect:

BanKIUPLCY ..oovvivieiiiciieicceeeee et 1 12 4 20
Total 9% $ 14,416 8 § 16,397

The following table presents TDRs, by class segment, as of December 31, 2015 and 2014 that were modified during the years
ended December 31, 2015 and 2014 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:

2015 2014

Number Recorded Number Recorded
of Loans Investment ofLoans Investment

(dollars in thousands)

Construction - commercial residential...............coocoeiioiiiiiiieeeieeeeeeeeeeeeae — $ — 2 $ 1,803
Real estate - commercial MOTtZAZE .......c.evveevireierieiieieeieie et eeeeeees 4 359 2 1,660
Real estate - residential MOIt@age..........cc.eeveeevieuieviiieiiiiciieie et 4 445 11 1,430
Commercial - SECUIEA..........couuiiiiiieieiieeeeee et et e e eeeeeeeeeeeenes 8 3,549 4 1,208
Real estate - hOME EQUILY ....cvecvievieiieiicieceeee ettt 13 763 11 961
CONSUMET = QITECT ....viveeitieeietieeieeteeieeteete et este et eaesaeesesseessesseesseesaesseessenseans — — 1 1
TOLALL ..ottt 29 $ 5,116 31 $ 7,063
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NOTE 5 - PREMISES AND EQUIPMENT

The following is a summary of premises and equipment as of December 31:

2015 2014
(in thousands)

LLAIA ¢t b e a ettt a e a e eh e eh ekt bt bt e bbb e et b et eneen $ 37,380 $ 37,667
Buildings and IMPrOVEMENTS ........cc.eeiiriiriiiieie ettt ettt sttt e b seeenaesseenneas 297,018 287,271
Furniture and @qUIPIMENT........cc.eeiiiriieiirte ettt ettt ettt e sttt e eseeneeeseenseeneeneeneenneeneenneas 136,029 176,808
CONSITUCTION 1N PLOZIESS ..uveuvverviereerieseerseetesseessesstesesssesseessesseesseseassesseassesseessesssensesssessesssessesssessens 16,585 21,055

487,012 522,801
Less: Accumulated depreciation and amortiZation..............ecueeeerieieneerieeeeie et (261,477) (296,774)

$ 225535 $ 226,027

NOTE 6 - GOODWILL AND INTANGIBLE ASSETS

The following table summarizes the changes in goodwill:

2015 2014 2013
(in thousands)
Balance at beginning Of YEaT..........cveieiiiiieiieieiieieieieieee et $ 530,593 § 530,607 $ 530,656
Other g0OdWIll dedUCLIONS ......c.eevieeieiieiieit e — (14) (49)
Balance at €nd Of YEaT..........ceiiiiiiieiiiieietceeeeeeetee ettt $ 530,593 $ 530,593 $ 530,607

All of the Corporation’s reporting units passed the 2015 goodwill impairment test, resulting in no goodwill impairment charges
in 2015. One reporting unit, with total allocated goodwill of $167.5 million, had a fair value that exceeded adjusted net book value
by less than 5%. The remaining six reporting units, with total allocated goodwill of $363.1 million, had fair values that exceeded
net book values by approximately 51% in the aggregate.

The estimated fair values of the Corporation’s reporting units are subject to uncertainty, including future changes in fair values of
banks in general 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:

2015 2014
Accumulated Accumulated
Gross Amortization Net Gross Amortization Net

(in thousands)

Amortizing:
Core deposit ........c.ocuene.... $ 50,279 $ (50,279) $ — 50,279 $  (50,054) § 225
Other......cooeviniiiiinenn, 9,123 9,123) — 9,123 (9,101) 22
Total amortizing ..................... 59,402 (59,402) — 59,402 (59,155) 247
Non-amortizing ...................... 963 — 963 963 — 963

$ 60,365 $ (59,402) $ 963 § 60,365 §  (59,155) § 1,210

Core deposit intangible assets are amortized using an accelerated method over the estimated remaining life of the acquired core
deposits. Other amortizing intangible assets consist 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 31,2015, all amortizing intangible assets
were fully amortized. Amortization expense related to intangible assets totaled $247,000, $1.3 million and $2.4 million in 2015,
2014 and 2013, respectively. No amortization is expected in future years with respect to these intangible assets.
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NOTE 7 - MORTGAGE SERVICING RIGHTS

The following table summarizes the changes in MSRs, which are included in other assets on the consolidated balance sheets:

2015 2014
(in thousands)

Amortized cost:

Balance at be@inning Of YEAT .........ccvevviiuieriiiiiiicieie ettt ettt seae b eseesaeennens $ 42,148 $ 42,452
Originations of mortgage Servicing rights ...........ccooiiiiiiiiinieiee e 6,166 5,047
AMOTTIZATION EXPEIISE ....vvenveieerteenieteenteetteteeseeseeseesseaseesseansesseessesseessesssenseassenseensesseensesseenees (7,370) (5,351
Balance at @Nd Of YEAT.........ccuivuiiiiiiieiiciieie ettt ettt ettt et e ere e saeesaeenaesaeenaeas $ 40,944 $ 42,148

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 accounts for
MSRs at the lower of amortized cost or fair value.

The fair value of MSRs is estimated 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 estimated prepayments.

The estimated fair value of MSRs were $45.3 million and $46.0 million as of December 31, 2015 and 2014, respectively, which
exceeded their book values

Total MSR amortization expense, recognized as a reduction to mortgage banking income in the consolidated statements of income,
was $7.4 million and $5.4 million in 2015 and 2014, respectively. Estimated MSR amortization expense for the next five years,
based on balances as of December 31, 2015 and the estimated remaining lives of the underlying loans, follows (in thousands):

Year
2006 oot $ 10,681
2007 oo 9,292
20T oot 7,774
2019 oo 6,118
2020 oo 4316
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NOTE 8 - DEPOSITS

Deposits consisted of the following as of December 31:

2015 2014
(in thousands)
Noninterest-bearing demand...............c.eeieiiirieriieieriieiere et e seete st ese e eseeseesseeseesseesaesseenseens $ 3,948,114 $ 3,640,623
Interest-bearing demMand .............cooiiiiieeee ettt 3,451,207 3,150,612
Savings and MoNey MAarket ACCOUNTS ... .....erueeiirtieiietieieetierteeie et eee st eeesteeseesteeeesteeneeeseenseeseenseens 3,868,046 3,504,820
TIME AEPOSIES ..veevvevieteetieteettete ettt ettt et e et eaesteeaestt e seese e beesaesseessenseensenseesseeseensessaensesseensennsensens 2,864,950 3,071,451

$ 14,132,317 §$ 13,367,506

Included in time deposits were certificates of deposit equal to or greater than $100,000 of $1.2 billion as of both December 31,
2015 and 2014. Time deposits of $250,000 or more were $359.9 million and $366.7 million as of December 31, 2015 and 2014,
respectively. The scheduled maturities of time deposits as of December 31, 2015 were as follows (in thousands):

Year

2016 .ottt ettt ettt a et e et e et e et et et et et eateatenten s easenseneete et e eae et e et et et et ententensentersensereens $ 1,342,716
0 OSSR 508,171
20 T8 ettt ettt ettt ettt ettt ettt ateat ettt e eseeteeae s e ek e eh e s et e as e s s en s en s en s ensen s ek s enseRe ek e eseeneese s e s e s ensensensensensenseneereens 239,480
2019 ettt ettt ettt et e a1ttt et et ateateaeeteete et e et e ete et et et et et et enteaeeneeaseaeereeas 527,480
2020 ..ottt ettt ettt ea et e ete et e et e et et et et et et ententeneeneeneeteeseeae et e et e et et et et et et enteneeneeneeres 163,559
[T TN 1 RPN 83,544

5 2864950
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NOTE 9 —- SHORT-TERM BORROWINGS AND LONG-TERM DEBT

Short-term borrowings as of December 31, 2015, 2014 and 2013 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
2015 2014 2013 2015 2014 2013
(in thousands)
Federal funds purchased.......................... $ 197,235 § 6,219 $ 582436 $ 266,338 $ 577,581 $ 848,179
Short-term FHLB advances (1)............... 110,000 70,000 400,000 200,000 600,000 600,000
Customer repurchase agreements............ 111,496 158,394 175,621 212,509 244,729 215,305
Customer short-term promissory notes... 78,932 95,106 100,572 93,176 95,106 115,129

$ 497,663 $ 329,719 $ 1,258,629
(1) Represents FHLB advances with an original maturity term of less than one year.

As of December 31,2015, the Corporation had aggregate availability under Federal funds lines of $1.0 billion, with $197.2 million
borrowed against that amount. A combination of commercial real estate loans, commercial loans and securities were pledged to
the Federal Reserve Bank of Philadelphia to provide access to Federal Reserve Bank Discount Window borrowings. As of
December 31,2015 and 2014, the Corporation had $1.2 billion and $1.1 billion, respectively, of collateralized borrowing availability
at the Discount Window, and no outstanding borrowings.

The following table presents information related to customer repurchase agreements:

2015 2014 2013
(dollars in thousands)
Amount outstanding as of December 31 ..........ccocvovviiiiiieiiieieieieeeeeee e $ 111,496 $ 158,394 § 175,621
Weighted average interest rate as of December 31 ..........ccoocoiieiiiiiiiniiiiei, 0.15% 0.13% 0.12%
Average amount outstanding during the year..............occoevvevereieneiieneeieseeieeeens $ 161,093 $§ 197432 § 186,851
Weighted average interest rate during the year...........ccoovevveeieieeiecieeieieeiee, 0.10% 0.10% 0.11%

FHLB advances with an original maturity of one year or more and long-term debt included the following as of December 31:

2015 2014
(in thousands)
FHLB GAVAINICES ...ttt ettt e et eeae et e e e e e eee e e eaeeteeaseseeeteeaesaeeeaeeneesaseeeenean $ 587,756 $ 673,107
SUDOTAINALEA AEDE .....veiveeei ettt ettt e e eae e e eteereeneene e 350,000 300,000
Junior subordinated deferrable interest dEbENtUIES ............covveiieiuieeiiieeeeee e 16,496 171,136
Unamortized discounts and iSSUANCE COSES .....eviiuiiriiiieriieieriieiesieetesteetesreeseereessesseessessaessesssessens (4,710) (4,830)

$ 949542 § 1,139,413

Excluded from the preceding table is the Parent Company’s revolving line of credit with its subsidiary banks. As of December 31,
2015 and 2014, 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%. The amount that the Corporation is permitted to borrow under this commitment at any given time is subject to a
formula based on a percentage of the value of the collateral pledged. 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 October 2022 and carry a weighted average interest rate of 3.9%. As of December 31, 2015, 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 with an original maturity of one year or more and
long-term debt as of December 31, 2015 (in thousands):

Year

20L0 ettt ettt ettt ettt ettt et e a e ena e a e et R e enbe R e e s e eR e et e en s et e eR s e eaeenteeReenseeReenseeRaeneena e neenaeaseenne st enseeneenes $ 235,937
2017 ettt ettt ettt bt e b et a e be st e be et s e bees s e eheeRbeeheesbeeReesbeett e beers e beesbebeesbeeteenseereenes 114,539
20 L8 ettt ettt et ete et ettt e eae e aeetaeheetseteeateeteeateeaeenteeaeenteeaeebeeaseaaeent e teenseeteenseereenreeneenns —
2009 ettt ettt ettt e b et t e b e Rt et e en s et e en s e eh e entees e e st e Rt enseeReeseent e seenteseenbe st enseeneenes 186,760
2020 ..ttt ettt ettt ettt et e eta e beeta e beesa e teens e teenseeaeenseeaeenseeneenseenaeneensebeesseseenseeseenseeneenes 142,370
TRETEATIET ...ttt et e e e e et e e e e et e e e e e e et st e e e een et e e e e e e e et e e e e e e nateeeeeeenraaeas 269,936

$ 949,542

In June 2015, the Corporation issued $150.0 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 4.69% as a result of discounts and issuance costs. Interest is
paid semi-annually in May and November. In November 2014, the Corporation issued $100.0 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 discounts and issuance costs. Interest is paid semi-annually in May and November. In May 2007, the Corporation issued
$100.0 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 discounts and issuance costs. Interest is paid semi-annually in May and November.

On April 1, 2015, $100.0 million of the Corporation's outstanding subordinated debt originally issued in March 2005, with an
effective rate of approximately 5.49%, matured and was fully repaid.

As of December 31, 2015, the Parent Company owned all of the common stock of three subsidiary trusts, which have issued TruPS
in conjunction with the Parent Company issuing junior subordinated deferrable interest debentures to the trusts. The TruPS are
redeemable on specified dates, or earlier if certain events arise. In the third quarter of 2015, $150.0 million of TruPS, with a
scheduled maturity of February 1,2036 and an effective rate of approximately 6.52%, were redeemed. As aresult of this transaction,
the Corporation recorded a $5.6 million loss on redemption, included as a component of non-interest expense. The loss on
redemption consisted of $1.8 million of unamortized issuance costs and $2.5 million, net of a $1.3 million tax effect, of unamortized
losses on a cash flow hedge recorded in accumulated other comprehensive income.

The following table provides details of the debentures as of December 31, 2015 (dollars in thousands):

Fixed/ Interest Call
Debentures Issued to Variable Rate Amount Maturity Callable Price
Columbia Bancorp Statutory Trust..... Variable 2.88% $ 6,186 06/30/34 03/31/16 100.0
Columbia Bancorp Statutory Trust II. ~ Variable 2.40% 4,124 03/15/35 03/15/16 100.0
Columbia Bancorp Statutory Trust [II ~ Variable 2.28% 6,186 06/15/35 03/15/16 100.0
$ 16,496
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NOTE 10 - DERIVATIVE FINANCIAL INSTRUMENTS

The following table presents the notional amounts and fair values of derivative financial instruments as of December 31:

2015 2014
Asset Asset
Notional (Liability) Notional (Liability)
Amount Fair Value Amount Fair Value

(in thousands)
Interest Rate Locks with Customers

Positive fair Values ......c.covveeevieiiieieecieeceecee e $ 87,781 $ 1,291 $ 89,655 § 1,391

Negative fair Values......ccovevierieiiniee e 267 (16) 301 (6)
Net interest rate locks with customers.............ccceceeveieneene. 1,275 1,385

Forward Commitments

Positive fair Values .........covvieeiieiiieiiecieececeee e 69,045 205 — —

Negative fair Values.......cccvevierieiiiriee e 16,193 (24) 93,802 (1,164)
Net forward commItMents. ........c.cccovveuereirieireiriciecieenes 181 (1,164)

Interest Rate Swaps with Customers

Positive fair Values .........cocvieeiieiiieiieiiieceeeee e 846,490 32,915 468,080 19,716

Negative fair Values.......cccvevierieiiiriee e 8,757 (55) 25,418 (198)
Net interest rate swaps with CUStOMETS ..........ccceceevveruennenne. 32,860 19,518

Interest Rate Swaps with Dealer Counterparties

Positive fair Values ......c..covvieevieiiieiiecieeceeeee e 8,757 55 25,418 198

Negative fair Values......coocvevierieiiriee e 846,490 (32,915) 468,080 (19,716)
Net interest rate swaps with dealer counterparties............... (32,860) (19,518)

Foreign Exchange Contracts with Customers

Positive fair Values ......c..cocveeeviiiiieiieciiececee e 4,897 114 11,616 810

Negative fair ValueS ......c.oovevierieriiiiee e 8,050 (184) 5,250 (441)
Net foreign exchange contracts with customers................... (70) 369

Foreign Exchange Contracts with Correspondent Banks

Positive fair Values ......c..cocveeevieiiieiieiiieceecee e 9,728 428 5,287 446

Negative fair Values......c.cccvevierieriiiiee e 6,899 (147) 13,572 (876)
Net foreign exchange contracts with correspondent banks.. 281 (430)

Net derivative fair value asset ............cccooveverieirieerrennnnen. $ 1,667 $ 160

The following table presents the fair value gains and losses on derivative financial instruments for the years ended December 31:

Statement of Income

2015 2014 2013 Classification
(in thousands)
Interest rate locks with customers.............ccoocvevveveenenen. $ (110) $ 577 $ (5,949) Mortgage banking income
Forward commitments ...........cccceoeeiverincncncnenenenenen 1,345 (2,422) 1,466 Mortgage banking income
Interest rate swaps with customers ............cccceeeveenennen. 13,342 20,406 (7,978) Other non-interest expense
Interest rate swaps with counterparties................coeueenee.. (13,342) (20,406) 7,978  Other non-interest expense
Foreign exchange contracts with customers................... (439) 688 (108) Other service charges and fees
Foreign exchange contracts with correspondent banks .. 711 (880) 507 Other service charges and fees
Net fair value gains (losses) on derivative financial
INSEIUMENES ...ttt ebe e $ 1507 § (2,037) $ (4,084)
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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, 2015 and 2014:

Balance Sheet Fair Value Statement of Income
Cost (1) Fair Value Classification (Loss) Gain Classification
(in thousands)
December 31, 2015:
Mortgage loans held forsale... § 16,584 $ 16,886 Loans held for sale $ (140) Mortgage banking income
December 31, 2014:
Mortgage loans held for sale ... 17,080 17,522 Loans held for sale 263 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 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)

2015
Interest rate swap derivative aSSetS.........ooevveveveeviveereriererieisieesenenns $ 32,970 $ (55) $ — $32915
Foreign exchange derivative assets with correspondent banks....... 428 (147) — 281
Total $ 33398 3§ (202) $ — $33.196
Interest rate swap Habilities .........coceevvveieviieriiciiieeeeeeee e $ 32,970 $ (55) $ (31,130) $ 1,785
Foreign exchange derivative liabilities with correspondent banks 147 (147) — —
Total $ 33,117 3§ (202) $ (31,130) $ 1.785
2014
Interest rate swap derivative aSSetS........coevvererierereerereereieeresieeeinenas $ 19914 $ (206) $ — $19,708
Foreign exchange derivative assets with correspondent banks 446 (446) — —
Total $ 20,360 $ (652) § — $19.708
Interest rate swap Habilities .........cocevviveeiiriieieiciececeeecee e $ 19914 $ (206) $ (19,210) $ 498
Foreign exchange derivative liabilities with correspondent banks.. 876 (446) (310) 120
TOtAL . $ 20,790 $ (652) §  (19.520) 618

(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 11 - 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
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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.

U.S. Basel 11l 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 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
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 TruPS, will be excluded as a
component of Tier 1 capital for institutions of the Corporation's size. In July 2015, the previously outstanding trust
preferred securities issued by Fulton Capital Trust I were redeemed.

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 previous 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, resulting in higher risk weights for
a variety of asset categories.

When fully phased in on January 1, 2019, the Corporation and its bank subsidiaries will also be required to maintain a "capital
conservation buffer" of 2.50% above the minimum risk-based capital requirements. The required minimum capital conservation
buffer began to be phased in incrementally, starting at 0.625%, on January 1, 2016, and will increase to 1.25% on January 1, 2017,
1.875% on January 1, 2018 and 2.50% on January 1,2019. The 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 may make it more difficult for the Corporation to
retain key personnel.

As of December 31, 2015, the Corporation believes its current capital levels would meet the fully-phased in minimum capital
requirements, including the new capital conservation buffers, as prescribed in the U.S. Basel III Capital Rules.

As of December 31, 2015 and 2014, each of the Corporation’s subsidiary banks 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, 2015 that management believes have changed the institutions’ categories.

102



The following table presents the Total risk-based, Tier I risk-based, Common Equity Tier I risk-based and Tier I leverage
requirements for the Corporation and its four significant subsidiaries, Fulton Bank, N.A., Fulton Bank of New Jersey, The Columbia
Bank and Lafayette Ambassador Bank with total assets in excess of $1 billion, as of December 31, 2015, under the U.S. Basel 11
Capital Rules:

2015
For Capital
Actual Adequacy Purposes Well Capitalized
Amount Ratio Amount Ratio Amount Ratio

(dollars in thousands)
Total Capital (to Risk-Weighted Assets):

COTPOTALION......vvniiiiiirieieitteteieet ettt $ 1,997,926 13.2% $ 1,214,868 8.0% N/A N/A
Fulton Bank, N.A. ... 1,088,709 12.2 714,734 8.0 $ 893,418 10.0%
Fulton Bank of New Jersey .........cccococeveieivereininicninnnne 373,465 12.6 236,691 8.0 295,864  10.0
The Columbia BanK............coooovviiiiiiiiiiiiiiieccciieee e 211,355 13.7 123,260 8.0 154,075 10.0
Lafayette Ambassador Bank...........cccccoevervirieieienennne. 172,345  14.1 97,792 8.0 122,240  10.0
Tier I Capital (to Risk-Weighted Assets):
Corporation $ 1,544,495 10.2% $ 911,151 6.0% N/A N/A
Fulton Bank, N. Ao 1,000,603 11.2 536,051 6.0 $ 714,734 8.0%
Fulton Bank of New Jersey .......cccevvevverienrenriereeieneeneene 336,319 11.4 177,518 6.0 236,691 8.0
The Columbia BanK............cooovviiiiiiiiiiiiiiececieee e 192,090 12.5 92,445 6.0 123,260 8.0
Lafayette Ambassador Bank...........cccccooeoieenieincnecnne. 162,092 133 73,344 6.0 97,792 8.0
Common Equity Tier I Capital (to Risk-weighted Assets):
COTPOTALION....oviieiteiiiereteitieteientee ettt $ 1,541,214 10.2% $ 683,363 4.5% N/A N/A
Fulton Bank, N. Ao 956,603 10.7 402,038 4.5 $ 580,721 6.5%
Fulton Bank of New Jersey .........ccccoceevreneeneencnenenns 336,319 114 133,139 4.5 192,311 6.5
The Columbia Bank..........ccoceviiiiiiiiiiice 192,090 125 69,334 4.5 100,149 6.5
Lafayette Ambassador Bank 162,092 133 55,008 4.5 79,456 6.5
Tier I Capital (to Average Assets):
COTPOTATION ...ttt $ 1,544,495 9.0% $ 688,500 4.0% N/A N/A
Fulton Bank, N.A.........oooiiiiieeeeeeeeeeeeee e 1,000,603 10.2 391,783 4.0 $ 489,729 5.0%
Fulton Bank of New Jersey ........cccoceevveneinenincneeene 336,319 95 141,257 4.0 176,572 5.0
The Columbia Bank............c..ccoooeoviiiiiiiiiiiicecceeen 192,090 9.7 79,618 4.0 99,523 5.0
Lafayette Ambassador Bank...........c.cccooeoineniincnnnn. 162,092 11.0 59,152 4.0 73,940 5.0

N/A — Not applicable as "well capitalized" applies to banks only.
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The following table presents the Total risk-based, Tier I risk-based and Tier I leverage requirements as of December 31, 2014,
under the capital standards in existence prior to the U.S. Basel III Capital Rules:

2014
For Capital
Actual Adequacy Purposes Well Capitalized
Amount Ratio Amount Ratio Amount Ratio

(dollars in thousands)
Total Capital (to Risk-Weighted Assets):

COrporation ..........cceeeeverreeueneenenneans $1,970,569 14.7% $1,076,013 8.0% N/A N/A
Fulton Bank, N.A........ccoooviiiiienene. 1,065,445 13.2 643,791 80 $ 804,739 10.0%
Fulton Bank of New Jersey................ 347,235 13.1 211,823 8.0 264,779 10.0
The Columbia Bank..............c............ 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 ..........cceeeeverreeueneenenneans $1,655,853 123 $ 538,007 4.0% N/A N/A
Fulton Bank, N.A........coooeeiiiiienene. 977,547 12.1 321,896 40 $ 482,843 6.0%
Fulton Bank of New Jersey................ 313,843 11.9 105,911 4.0 158,867 6.0
The Columbia Bank..............c............ 184,331 12.3 59,967 4.0 89,950 6.0
Lafayette Ambassador Bank.............. 154,817 14.7 42203 4.0 63,305 6.0
Tier I Capital (to Average Assets):
COorporation ..........cccecvereereeeeeerenrennnns $1,655,853 100§ 663,421 4.0% N/A N/A
Fulton Bank, N.A........coooeeiiiiienene. 977,547 10.5 373,288 40 $ 466,610 5.0%
Fulton Bank of New Jersey................ 313,843 9.4 133,580 4.0 166,975 5.0
The Columbia Bank..............c............ 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.

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 $236 million as
of December 31, 2015, based on the subsidiary banks maintaining enough capital to be considered well capitalized under the U.S.
Basel III Capital Rules.

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.

Regulatory Enforcement Orders

The Corporation and each of its bank subsidiaries are subject to regulatory enforcement orders issued during 2014 and 2015 by
their respective Federal and state bank regulatory agencies relating to identified deficiencies in the Corporation’s centralized Bank
Secrecy Actand 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 regulatory enforcement orders, which are in the form of consent orders or orders
to cease and desist issued upon consent (Consent Orders), generally require, among other things, that the Corporation and its bank
subsidiaries undertake a number of required 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 Consent Orders remain in effect, the Corporation is subject to certain restrictions on
expansion activities of the Corporation and its bank subsidiaries. Further, any failure to comply with the requirements of any of
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the Consent Orders involving the Corporation or its bank subsidiaries could result in further enforcement actions, the imposition
of material restrictions on the activities of the Corporation or its bank subsidiaries, or the assessment of fines or penalties.

NOTE 12 - INCOME TAXES

The components of the provision for income taxes are as follows:

2015 2014 2013
(in thousands)

Current tax expense:

FEACTAL ...ttt ene s $ 34455 $ 32,957 § 38,573
STALE ..eevveteeiie ettt ettt ettt ettt et et e st et ae b e et et et et e e e se e st e eneenteeneenneeneennas 2,042 1,126 687
36,497 34,083 39,260
Deferred tax expense (benefit):
Federal .......cvoiiieieceee e 12,752 18,523 15,357
SEALE .ttt ettt ekttt h e b bt h bt et ettt neeneeneene 672 — (3,532)
13,424 18,523 11,825
INCOME tAX EXPEIISE...uvveerieirieieresiereseeseseteeseteeteseesessesessesessesessesessesesesessesessesenas $ 49,921 $ 52,606 $ 51,085

The differences between the effective income tax rate and the federal statutory income tax rate are as follows:

2015 2014 2013

StAtULOTY TAX TATE .e.vetenteieieieii ettt ettt et s s 35.0% 35.0% 35.0%
TaX-CXCMPE INCOMNC. ....eueietieueetienieetieteeeeeteeeeseeetesseenaesseensesseenseeseenseeseenseeneanseenes (6.0) 5.4 (5.2)
Tax Credit INVESTMENTS .......ocvieiieiieeieiieiete ettt sie et ere e reeseeseeseeneeeeens (5.2) (4.9) 4.9)
Change in valuation alloWance ............cccceviiieriiieniiieneeeeee e (0.9) (0.8) (2.0)
Bank owned 1ife iNSUTANCE ..........ccviiiiieiiiiiieeiiecie ettt eraeeneeenee s (0.6) (0.5) 0.5)
State income taxes, net of federal benefit .........c..cooooviiieviiiiiiiiiceeee 1.9 1.2 1.1
EXecutive COMPENSALION ...oouviuieuiiiieiieiiete ettt eite sttt sttt et see et e eeeeaee 0.1 0.1 0.1
OhET, ML ..ttt ettt st 0.7 (0.3) 0.4
EffectiVe INCOME taX TALE ....oovievieiieeieiieieteetesteeeeste e steeteeteesseeseesseeseeseeneenseens 25.0% 24.4% 24.0%
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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:

2015 2014
(in thousands)

Deferred tax assets:

ATIOWANCE FOT CIEAIL LOSSES ...vviiiveiiiieiiie ettt e e erae e e eaeeeeneeas $ 62,846 $ 68,407
Postretirement and defined benefit plans ...........occoooieiiiiiiiiiiiice e 13,070 16,017
Deferred COMPENSALION........ccuieiieiieieiieiestt ettt ete ettt ettt ettt tae b e etaeseeseeseeseeeseensesseeneennes 11,839 12,486
State 10SS CAITYTOIWATAS .....ooveeviiiiiiieiectieie ettt ettt ettt eaeste b e eteenseeaeeseenaesseenseenas 11,170 12,960
Other aCCIUEA EXPEIISES -....vveueirieiieuietieie et eee et e et ete et e e st e entees e et e esee st esee st eneeaseeneeseeeneesees 7,142 7,335
Other-than-temporary impairment of INVESIMENTS ..........oevveeierieeieriieieriieieneeeeesee e nes 5,501 8,126
Unrealized holding losses on securities available for sale ............cccoovveveeiieiiiieiicieieeees 3,250 —
ORT ettt ettt ettt ekt eh et ettt ettt nt e st e Rt st en e eneeneen e neeneeneebenensennan 10,165 8,433
Total gross deferred taX ASSCLS......eruirrierieieitieieeieeieettete et et et eseeseeeae e esesreesseenaenens 124,983 133,764
Deferred tax liabilities:
DIIECE LRASIIIZ ..ttt ettt ettt ettt ettt et et e e et e e es et e es e et eneeaseeneesaeeneennes 20,309 12,399
MoOrtgage SErVICING TIZNES ....ccvieuieriieiitieieete ettt ete st ettt eteete et e enaesseeseenseeneeeseeneesneensennes 14,582 15,004
Acquisition premiums/dISCOUNTS ........c.ecciirieriiiieieeteete ettt sre e sseeaeesseereesaeenseenes 8,897 8,200
Premises and SqUIPIMIEILT ......c.eeuiertieietieie ettt ettt sttt ettt et ese et ene et et eeneeneesneeneeens 5,955 7,897
INtANGIDIE ASSELS. .. .euviitieiieiieiieieti ettt ettt ettt sttt et e et e e taebeese et e eneeeneenteeneeneeens 1,614 1,382
Unrealized holding gains on securities available for sale ............cccoovveviiiieiiiiieiecieieeeens — 3,949
(0111 SRR 9,593 7,960
Total gross deferred tax lHabilities ........coeoverierieiieieeieieeiee e 60,950 56,791
Net deferred tax asset, before valuation alloWance.............oocceevvvveiieeeiiieiee e, 64,033 76,973
Valuation AllOWANCE .......c..eeviiiiieeiieetie e eetee ettt e eteeeieeebeesaeeebeessaeesseessseeseensseenseesseeenne (8,359) (10,187)
Net dEfETTEA TAX @SS ....vvviieiieiieee ettt ettt ettt eae et eae et e eaeeaeeaeas $ 55,674 $ 66,786

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, 2015 and 2014, the Corporation had state net operating loss carryforwards of approximately $424 million
and $451 million, respectively, which are available to offset future state taxable income, and expire at various dates through 2035.

The Corporation has $5.3 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 $3.4 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 to be necessary as of December 31, 2015.

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, 2015.
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Uncertain Tax Positions

The following summarizes the changes in unrecognized tax benefits for the years ended December 31:

2015 2014 2013
(in thousands)
Balance at beginning Of VAT .........c.ccveriiiieriiiieie ettt eeee e eaeenaeeneennes $ 1944 $§ 1651 $ 1453
Prior period taX POSIEIONS .....eeuertieiiriieieeieeie ettt sttt ettt ettt ettt sae e e e — 188 —
Current Period taX POSIEIONS .....ecueeuiruieieeeiereteteteeteesieetesteeteesteestesseeneenseeneesseeneesseensesseennes 492 269 318
Lapse of statute of MItatioNS ..........cceevvirieriiiieiiiieie ettt (63) (164) (120)
Balance at end Of YEAT ........ooiiuiiiiiiieeeee ettt $ 2373 $§ 1944 § 1,651

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 $391,000
is expected to reverse in 2016 due to lapsing of the statute of limitations. Decreases can also occur through the settlement of
positions with taxing authorities.

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, 2015, if recognized, all of the Corporation’s unrecognized tax benefits would impact the effective tax rate.
Not included in the table above is $806,000 of federal income 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
$46,000 of interest and penalty expense, net of reversals, in income tax expense related to unrecognized tax positions in 2015. As
of December 31, 2015 and 2014, total accrued interest and penalties related to unrecognized tax positions were approximately
$531,000 and $485,000, 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 2012.

NOTE 13 - EMPLOYEE BENEFIT PLANS

The following summarizes the Corporation’s expense under its retirement plans for the years ended December 31:

2015 2014 2013
(in thousands)
401(K) Retirement PIAN ........c.c.ocveiiieiieiiieicieiieieieteeetes et $ 6,423 $ 8,643 $ 11,807
PenSION PIAN .......ooiiiiiiieie e 4,102 1,514 2,477

$ 10,525 § 10,157 $ 14,284

The 401(k) Retirement Plan is a defined contribution plan under which 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 compensation. Employee and employer
contributions under these features are 100% vested. Prior to January 1, 2015, this plan also included a profit sharing component
whereby additional employer contributions not to exceed 5% of each eligible employee’s covered compensation, were provided
for certain employees.

Contributions to the Defined Benefit Pension Plan (Pension Plan) are actuarially determined and funded annually, if necessary.
The Corporation recognizes the funded status of its Pension Plan on the consolidated balance sheets and recognizes the changes
in that funded status through other comprehensive income. The Pension Plan has been curtailed, with no additional benefits accruing
to participants.
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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:

2015 2014 2013
(in thousands)
SEIVICE COSE (1).rruviuirinieriietiitetestetietete et ete et et ettt ess et essete s esessete st esassessssessssessesesnas $ 579 $ 367 $ 202
TNEEIEST COST ..uuuriiiiiiitiee et e e e e e e e e e eeaaaeeeeeenannes 3,405 3,413 3,087
Expected return 0N @SSES ... ...eeueetirieriieiienti ettt ettt 3,009) (3,240) (3,194)
Net amortization and deferral............ccoviooieiiiiiiiiiiccceeeee e 3,127 974 2,382
Net Periodic PENSION COSE....eeviiierririerieeiertieteereeteeseeseessessesseessesssesseessessessesseens $ 4,102 $ 1,514 $ 2,477

(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:

2015 2014
(in thousands)
Projected benefit obligation at beginning Of Year.........cccoeveiiiiiiiieiiiieieeieie e $ 93,079 $ 73,362
SEIVICE COST .ttt ettt ettt ettt et b e sb e sttt st ettt et st es e e st eh e eb e e bt ebeeb e eb e s bt et e e b e nbe st et et eeenean 579 367
J e (i A o0 1] PN 3,405 3,413
Benefit PAYMENLS .....cuiiiiiiieiiee ettt ettt ettt ettt e e it e (3,904) (5,164)
Change due to change in aSSUMPLIONS .........cverierueerieriertieeerteeeesteeteeseetesseesesseesseeseessessaessesssensens (7,722) 22,055
EXPETICIICE ZAIN ...ouviiiviiiiieetieieeie ettt ettt ettt e st e ete et e e se e beesaebeessebeessesbeesseeseensesssessessseseessessens (701) (954)
Projected benefit obligation at end Of YEar..........ceeiiiiiiiiiiiiieieieeee e $ 84,736 $ 93,079
Fair value of plan assets at beginning Of YEar............cccevieiiiiieiiiiieiecicteeteeie e $ 51,730 $ 55,448
ACTUAL TETUIN ON ASSCES ..ottt e et et e e e e e e e e et e e e e e e e ete e e et e e eeaeeeeenreeeeneeas (855) 1,446
BeNefit PAYIMENLS .....evieiiiiieiieiieieeti ettt ettt ettt et e e et e sbe e esseenseeseenseeseenseeneeseenaenseennensens (3,904) (5,164)
Fair value of plan assets at end Of YEAT.........ccciiieriiiiiiiicicece e $ 46,971 $ 51,730

The following table presents the funded status of the Pension Plan, included in other liabilities on the consolidated balance sheets,
as of December 31:

2015 2014
(in thousands)
Projected benefit ODIIAtION ..........ccvieiiiiiiiieieie ettt ettt e ae e esaeenaesaeensenaeas $ (84,736) $ (93,079)
Fair value Of Plan @SSELS.........oouiiiiiieiiie ettt sttt st 46,971 51,730
FUNAEA STATUS .....oveeeeeeeeee ettt ettt ettt et e eaeeeeeseesees e s et e s eneeneensensenseneeneeeeeneaneeaeneen $ (37,765) $§  (41,349)

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, 2013 ....oooiiiiiiiiiiiie ettt e e e e eaaeeens $ 16,161 $ 10,505
Recognized as a component of 2014 periodic Pension COSt .........eevuerierierierierieresienieeeesie e (974) (633)
Unrecognized 10SSes arising il 2014 .........ooveiiiieiiieieiiieierteeeeste e ste e steeaeseesesseesesseensesseensenns 22,895 14,882
Balance as of DecembETr 31, 2014 ...ooooomriiiiiieeeee et 38,082 24,754
Recognized as a component of 2015 periodic PensSion COSt .........eevuerierierierieriereeiereeeeesieeeenens 3,127) (2,033)
Unrecognized gains arising in 2015 ......oooviiieiiiieiieieieeeeie ettt nne e (4,559) (2,963)
Balance as of DecembEr 31, 2015 ...oooiiimiiiiiiiiiieeee et eear e e e aaeeeeeean $ 30,396 $ 19,758




The total amount of unrecognized net loss that will be amortized as a component of net periodic pension cost in 2016 is expected
to be $2.4 million.

The following rates were used to calculate net periodic pension cost and the present value of benefit obligations as of December 31:

2015 2014 2013
Discount rate-projected benefit Obligation...........ccooeerieriiiienieninieiieieieeeee 4.25% 3.75% 4.75%
Expected long-term rate of return on plan assets..........ccceeveeeereeeierienienieeieeee 6.00% 6.00% 6.00%

As of December 31, 2015 and 2014, the discount rate used 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%.

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, 2015 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:

2015 2014
Estimated % of Total Estimated % of Total
Fair Value Assets Fair Value Assets
(dollars in thousands)
Equity mutual funds ..........cccooeiiiiiiiiieeee $ 8,269 $ 8,503
Equity common trust funds ...........ecceeieiiiieniiiee e 6,350 6,018
EQUItY SCCUITHIES ..ovvivieniiiieiieiieieeiieie et 14,619 31.1% 14,521 28.1%
Cash and money market funds ..........cccoeoerieniniiniieniecs 8,196 8,957
Fixed income mutual funds ..............cccooeviiiiiiiiiiiieeeeeeeee e 9,578 9,845
Corporate debt SECUTTHICS .....ovvievieriieiieiieieeieie e 3,749 4971
U.S. Government agency SECUITLIES........couerveeuerierieneenieeieneeane 2,881 3,856
Fixed income securities and cash............ccccoevveeeiiiieecneennen. 24,404 52.0% 27,629 53.4%
Other alternative investment funds.............cccccveeevieeiiiiiicenneennee. 7,948 16.9% 9,580 18.5%
$ 46,971 100.0% $ 51,730 100.0%

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,
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

D0T6 oo eee e e e e s et e et e e et e e e ettt e e s er e $ 3,125
D017 et ee ettt e et et ee e e e ee s ee s ee e s e eeeee 3,367
DOT8 oo e e e eeeeeeeeeseee e s e e e ee e ee e e ettt e e st e et e et ee e e e e e st e e ee e eer e eeeee 3,727
D019 oo e e e et e e ettt e et e e et e e e s e e e 3,838
D020 oottt e e e e e et e e oo e e e s eee e oo es e eeeeee 4,227
D021 = 2025 oottt s oo et e et ee s e e e s e s eee s s eesee 23,903

$ 42,187
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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. The Corporation recognizes the funded status of the postretirement plan on the consolidated balance sheets and
recognizes the changes in that funded status through other comprehensive income.

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 expense in 2014. 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.

In 2015, the Corporation amended the postretirement plan to eliminate a death benefit provision and to fix the cost of health
insurance premiums paid for by each participant. This amendment resulted in a $2.5 million decrease in the postretirement benefit
obligation that will be amortized to income over the estimated average remaining life of plan participants, or approximately 14
years.

The components of the expense for postretirement benefits other than pensions are as follows:

2015 2014 2013
(in thousands)
SEIVICE COSE 1.vvrtniieteuiaieteieteaeetetetesteteteteseteseseseseeeeseseneaessesesenseseseseneeseseseneesesesenenen $ — 15 $ 228
INEEIEST COSE .ttt ettt 206 206 322
Expected return on plan assets ..........ceeeevirirereniinienienieieieeeeeeee e — — (1)
Net amortization and deferral.............cooviovieiiiiiiiiiiecceeece e (258) (347) (363)
Net postretirement DEnefit COSt .......oviriirririiiiiiiieiierieie ettt sie e seees $ (52) $ (126) $ 186

The following table summarizes the changes in the accumulated postretirement benefit obligation and fair value of plan assets
for the years ended December 31:

2015 2014
(in thousands)
Accumulated postretirement benefit obligation at beginning of year ............ccoccevveevieniecieneeenne. $ 5552 § 8,169
SEIVICE COST..uttutitienie ettt ettt ettt ettt e et e ettt et e et e bt e st e bt e st e bt eaeeebeeste bt emsenbeentenseensenseenteane — 15
IIEETESE COSE....euiiiiiiiitietiet ettt ettt et ettt et et b e s ettt ettt e et et ea e eb e ebesa e et e sbe st et e neneeneen 206 206
BeNefit PAYIMCNLS .. .eoviiiiiiiciieiicieeie ettt e et be et e sseesseeseesbesraeseereebeenaenreas (251) (209)
EXPEIICICE AIN ...c.teeutiiieiieetieie ettt ettt ettt ettt et e bttt eae et e et e bt e et e ebeenseeseemtesneensesneenbeeneennens 189 (532)
Change due to change in aSSUMPLIONS .....c..c.veiiiiiririrtietententet ettt st (2,821) 1,261
Effect of CUItAIlMENT .......oc.ioiiiieiiie ettt et ete e e s e enseenaeseenaesaeennenseas — (3,358)
Accumulated postretirement benefit obligation at end of year...........ccoeoeviiiiniiiiniiiee $ 2,875 $ 5,552
Fair value of plan assets at beginning Of YEaT............ccvevuiiiiriieciiriieiecie et $ 8 § 23
200100 (0) S o101 81w o] 115 o) o TSRS 258 194
Benefit PAYIMENLS ....eovieiiiiieiieiieiee ettt ettt ettt et e ete et e e seenaeeneeneeneeseenaenreas (251) (209)
Fair value of plan assets at end Of YEaT.........c.cceviiiiiiiiiiicicieceece e $ 15 8
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The following table presents the funded status of the Postretirement Plan, included in other liabilities on the consolidated balance
sheets as of December 31:

2015 2014
(in thousands)
Accumulated postretirement benefit Obligation...........c.ccvecierirriiiiiriiiieeeieie e $ 2,875) $ (5,552)
Fair value Of Plan @SSELS.......c.couieiiiiieiiiieiiieeie ettt ettt ettt ste b e e reesbeeaeeseeseesaeesnenseas 15 8
FUNAEA STATUS ...ttt ettt ettt ettt e s e esensesensesensetensesensensnenn $ (2,860) $ (5,544)

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, 2013 .....coiiiiiiiiiiieieesieieeeteee ettt $ (1,484) $ (1,137) $ 2,621) $ (1,704)
Recognized as a component of 2014 postretirement benefit cost, prior to curtailment........ 32 10 42 26
Unrecognized gains arising in 2014, prior to curtailment............ccoceovveeinreinneccneenne _ (313) (313) (203)
CUrtailment AIN........c.c.eiiiiiueiiiiieieiii ettt 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 ............ccooeeeiricinieinneccene (3,358) 1,034 (2,324) (1,511)
Balance as of December 31, 2014.........ooiiiiiiiieieieiesieieesteee sttt (3,123) (336) (3,459) (2,249)
Recognized as a component of 2015 postretirement benefit cost............cocoovvrirnnnnnne 258 — 258 168
Unrecognized gains arising in 2015. (2,469) 172) (2,641) (1,717)
Balance as of December 31, 2015 .....ciiiiiiiiieeicseeeee e $ (5,334) $ (508) $ (5,842) $ (3,798)

For measuring the postretirement benefit obligation, the annual increase in the per capita cost of health care benefits was assumed
to be 6.5% in year one, declining to an ultimate rate of 6.0% by year two. 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
$385,000 and the current period expense would increase by approximately $15,000. Conversely, a 1.0% decrease in the health
care cost trend rate would decrease the accumulated postretirement benefit obligation by approximately $340,000 and the current
period expense by approximately $15,000.

The following rates were used to calculate net periodic postretirement benefit cost and the present value of benefit obligations as
of December 31:

2015 2014 2013
Discount rate-projected benefit Obligation............coceeeerieiieiierieeieeeieieeeee 4.25% 3.75% 4.75%
Expected long-term rate of return on plan assets..........cceevveeeeieeierieeiereeeienee 3.00% 3.00% 3.00%

As of December 31, 2015 and 2014, 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%.

Estimated future benefit payments under the Postretirement Plan are as follows (in thousands):

Year
2016.... $ 342
2017 317
2018 296
2019 275
2020 255
2021 — 2025 995
$ 2,480
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NOTE 14 - 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)

2015:
UNrealized 10SS ON SECUTTHIES ..........oeuveeeeeeeeeeee ettt ettt e e e et et e ee e et e e e et e et eeeeeeeeen $ (11,872) $ 4,155 $ (7,717)
Reclassification adjustment for securities gains included in net income (1) ............cccooveveveeeenennnee. (9,066) 3,174 (5,892)
Reclassification adjustment for loss on derivative financial instruments included in net income (2) 3,778 (1,322) 2,456
Non-credit related unrealized gains on other-than-temporarily impaired debt securities.................... 368 (129) 239
Unrealized gain on derivative financial inStruments................ccocveveieieveiiereeeieecreeeee e 115 40) 75
Unrecognized pension and poStretireMeENt COSt............ociiuiiiieririeiiieitereeriereeeseseeseeeseesesseseesessessenees 7,200 (2,520) 4,680
Amortization of net unrecognized pension and postretirement income (3) ..........ococeeevevereierererennnnn. 2,869 (1,005) 1,864

Total Other Comprehensive LOSS..........ccociiiiiiiiiiiiiiiiii e $ (6,608) $ 2,313 $ (4,295)
2014:
Unrealized Zain ON SECUTTTIES ..........c.ccververeerirtereiteiseeeseesesseseseeseseseeseeseseseesessessessesessessesessessesesseseneas $ 51,901  § (18,167) $ 33,734
Reclassification adjustment for securities gains included in net income (1) ........ococoevieveeiiereenann. (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...............cccoovoveieieveiicveeieecreeeee e 209 (73) 136
Reclass adjustment for postretirement plan gain included in net income (3) ............ccocveveeceverenennnn. (1,452) 508 (944)
Unrecognized pension and postretireMent iNCOME ..............c.ceervererierereueiereseeeeeereeseeseseeseseseeeseseeeans (20,258) 7,090 (13,168)
Amortization of net unrecognized pension and postretirement income (3) ............coooveeeveveeeeereeennne. 627 (219) 408

Total Other Comprehensive INCOME.............coioveuiuiiicieiiieieeicceeeee et $ 30,186  $ (10,567)  $ 19,619
2013:
UNrealized 10SS ON SECUTTHIES ..........eeuveeeieeeeeeee ettt ettt et e e e et e et e e et e e eete et eeaeeaeeeen $ (76,319) $ 26,712 $ (49,607)
Reclassification adjustment for securities gains included in net income (1) ............cccooveveiceverenennnn. (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 inStruUmMeNtS................c.ocvevveueviereerieerieeeeieeeeeeseeeseeeseesesseneas 209 (73) 136
Unrecognized pension and postretireMent COSt.............cveiriireriieiererieereeeieteeeeeeeeteeseee e eseaeans 12,875 (4,506) 8,369
Amortization of net unrecognized pension and postretirement income (3) ..........c.cooveveeeveveeeeenenenene. $ 2,019 §$ (707) $ 1,312

Total Other Comprenensive LOSS..........cooviviuiieieiieiieteieeietce ettt $ (66,178) $ 23,162  $ (43,016)

M
@
©)

Amounts reclassified out of accumulated other comprehensive loss. Before-tax amounts included in "Investment securities gains, net" on the consolidated

statements of income. See "Note 3 - Investment Securities," for additional details.

Amount reclassified out of accumulated other comprehensive loss. Before-tax amount included in "Loss on redemption of trust preferred securities" on the

consolidated statements of income. See "Note 9 - Short-Term Borrowings and Long-Term Debt," for additional details.

Amounts reclassified out of accumulated other comprehensive loss. Before-tax amounts included in "Salaries and employee benefits" on the consolidated

statements of income. See "Note 13 - 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, 2012 ......oviieieeeeeeeeeeeeeee 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 ...........oouiiimiuieieeeeeeeeeeeee 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 ..........ccooovieiiiicieeieeeee e 5,980 1,349 (22,505) (2,546) (17,722)
Other comprehensive income (loss) before reclassifications........................... (7,717) 239 4,680 — (2,798)
Amounts reclassified from accumulated other comprehensive income (loss). (4,762) (1,130) 1,864 75 (3,953)
Reclassification adjustment for loss on derivative financial instruments ........ — — — 2,456 2,456
Balance as of December 31, 2015 ...........ocooooiiiiieiieeeceeeeeee e $ (6,499) $ 458 $ (15,961) $ as)y $ (22,017)

Common Stock Repurchase Plans

In 2013 and 2014, the Corporation repurchased outstanding shares of its common stock under various repurchase programs
approved by its board of directors. In 2013, 8.0 million shares were repurchased for $90.9 million or an average cost of $11.37
per share. In 2014, 8.0 million shares were repurchased for $95.2 million, or an average cost of $11.91 per share.

In addition to the repurchases discussed above, 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. In April 2015, the third party delivered an additional 1.8 million shares of common stock pursuant to the terms of the
ASR, thereby completing the $100.0 million ASR. The Corporation repurchased a total of 8.3 million shares of common stock
under the ASR at an average price of $12.05 per share.

In April 2015, 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 $50.0 million of its outstanding shares of common stock, or approximately
2.3% of its outstanding shares, through December 31, 2015. During 2015, the Corporation repurchased approximately 4.0 million
shares under this program for a total cost of $50.0 million, or $12.57 per share, completing this program.

In October 2015, the Corporation announced that its board of directors had approved a share repurchase program pursuant to
which the Corporation is authorized to repurchase up to $50.0 million of'its outstanding shares of common stock, or approximately
2.3% of its outstanding shares, through December 31, 2016. Repurchased shares will be added to treasury stock, at cost. As
permitted by securities laws and other legal requirements and subject to market conditions and other factors, purchases may be
made from time to time in open market or privately negotiated transactions, including, without limitation, through accelerated
share repurchase transactions. The share repurchase program may be discontinued at any time. No shares were repurchased under
this program as of December 31, 2015.
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NOTE 15 - 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:

2015 2014 2013
(in thousands)
COMPENSALION EXPEIISE ..cvevvrierrerrereereereereeseeseeseeseesesesessesessessessessessensesessessessesas $ 5938 $ 5,865 $ 5,330
TAX DEIETI. .- ovveeeeeoeee oo eeeeeee e eeeeeee e eeeeeeee e (2,011) (1,608) (1,475)
Stock-based compensation, Net Of tAX ..........ccceeveveeiereieriierieieeeiee et $ 3,927 $ 4257 $ 3,855

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. No non-qualified stock
options were granted in 2015 and 2014 and 50,000 non-qualified stock options were granted in 2013.

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 in the preceding table:

2015 2014 2013
(in thousands)
COMPENSALION CXPEIISEC...vcuvrerrereerreereereeseesseeseesseesesseessesseessesseesseessesesssessesssessesnes $ 4,646 $ 4345 §$ 3,705
TAX DENETI . c.vvveeeeeeooeeee oo eeeeeeeeeeseeeeeee e (1,626) (1,510) (1,297)
Restricted stock compensation, Net Of tAX.........ccocveirieirreiireeeieeeieereeeeeeeennes $ 3,020 $ 2,835 $ 2,408

The following table provides information about stock option activity for the year ended December 31, 2015:

Weighted
Weighted Average Aggregate
Average Remaining Intrinsic
Stock Exercise Contractual Value
Options Price Term (in millions)
Outstanding as of December 31, 2014 .........ccoovveviieierieiieieennns 4,302,464 $ 12.89
EXETCISEA ..ooovvieiiiiiieeie ettt (490,151) 10.21
FOrfeited ......oooviiieiieieeceeceee e (83,878) 14.09
EXPITE .vvieieiiciicicceee et (748,348) 16.80
Outstanding as of December 31, 2015 .......ccccveeieenieiieeienenen, 2,980,087 $ 12.31 4.1 years $ 4.6
Exercisable as of December 31, 2015 .....c.oooveviiiiieeeceeeeeeeee. 2,630,235 $ 12.34 3.6 years $ 43

The following table provides information about nonvested stock options, restricted stock, RSUs and PSUs granted under the
Employee Equity Plan and Directors' Plan for the year ended December 31, 2015:

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, 2014 .........ccoveeiiiiieeieeeeeeeenee. 755,964 $ 2.68 1,063,087 $ 11.83
GIANTEA ... — — 581,719 12.04
VESTEA ... n (393,862) 2.56 (250,807) 10.48
FOrfeited ....cvviiuiiiiiieii et (12,250) 2.77 (5,610) 12.05
Nonvested as of December 31, 2015 .......coooiiiviiiiiieiieeiieceeee. 349,852 $ 2.82 1,388,389 $ 12.16

As of December 31, 2015, there was $7.8 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, 2015, the Employee Equity Plan had 11.5 million shares reserved for future grants through 2023, and the
Directors’ Plan had 396,000 shares reserved for future grants through 2021.
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The following table presents information about stock options exercised:

2015 2014 2013
(dollars in thousands)
Number of OPtioNS EXETCISEA .....vevrevieieeiieriieiertieieetteteeeeaeeeesteseesseesaesseenseneeens 490,151 215,047 451,102
Total intrinsic value of options eXercised..........cvevverieiiriecieiieieeieeeeere e $ 1,442 $ 568 $ 1,612
Cash received from options €XErciSed .........oeeverieruerierierieieieieieiieie et eie e eeeees $ 4936 $ 2,068 $ 3,650
Tax deduction realized from options eXercised...........ccevvevvereerieeierieeieieeeeeene $ 1,389 $ 530 $ 1,416

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 Equity Plan was estimated on the grant date using the Black-Scholes
valuation methodology, which is dependent upon certain assumptions, as summarized in the table below. No options were granted
in 2015 under the Employee Equity Plan.

2014 2013
RiSK-T€€ INTETESE TALE .....cuveuviiiiieiiitieiietiite sttt ettt et s s 2.44% 1.27%
Volatility of Corporation’s StOCK.........coeeirerieriiriinienieieieteceeeescees e 28.05% 27.64%
Expected dividend yield ..........oooeieriiiiiiiiieiiccceeeeee e 2.36% 2.48%
Expected life Of OPtioNS. ......co.eeiiiiiiiecee e 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 and $2.49 for options
granted in 2014 and 2013, respectively. The Corporation granted 288,626 options in 2014 and 617,869 options in 2013.

The fair value of certain PSUs with market-based performance conditions granted in 2015 under the Employee Equity Plan was
estimated on the grant date using the Monte Carlo valuation methodology performed by a third-party valuation expert. This
valuation is dependent upon certain assumptions, as summarized in the following table:

RISK-FTEE INTETEST TALE ...ttt ettt ettt ettt et et eae bt ebe et besae st ettt et e et eneeneeneeueeaeenes 0.86%
Volatility of COrpOration”s STOCK........c.etririririirtiiteitietertest ettt ettt sttt sttt ettt et ebe bbb e 20.08%
EXPECLEA LIfE OF PSUS ...ttt ettt et h bt bt e bt bbbt st et et e e et et e st eneeneeneeneebeenes 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 2015 of $10.66.

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:

2015 2014 2013
ESPP shares purchased............cveoiieieiiieieniiieeee e 121,890 132,640 141,608
Average purchase price per share (85% of market value)............cccovvecienieiennnn. $ 10.86 $ 10.31 $ 10.02
Compensation expense recognized (in thousands) ...........cccoeveevveeieviieiieniieiennne. $ 234 § 241 § 251
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NOTE 16 - 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 2015, $18.1 million in
2014 and $19.0 million in 2013.

Future minimum payments as of December 31, 2015 under non-cancelable operating leases with initial terms exceeding one year
are as follows (in thousands):

Year

O TSP $ 16,325
2017 ettt ettt et e te b ett e beeat e heettebeett e be et b e bt eas e bt easeeaeeabeeteebeere e beers e beessebeess e teesseeaeenreeaeenns 15,487
20 L8 .ttt ettt ettt ettt teeaeeeteeateeteeateabeeateeteenbeeseeaseeteeateeaeeateeaseaeeateseenseeaeenseebeenseeteenseeaeenteereenns 13,046
2019 ettt ettt et et be et e b e eat e b e st e b e st et e en s e bt ens e Rt enseeRtenseese e seeRe e beeste b e enbeseenseeneensenseenes 10,995
2020 ..ottt ettt ettt ettt e te e aeeae e beeae e beens e beess e b e en s e aeenseteenseeaeenseeneenseeaseseensebeensebeesseteesseeneenseeneenns 9,836
[T SN £ GRS 46,819

TP

NOTE 17 - 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, if any, 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 4 - 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. Commercial letters of credit are conditional commitments issued to facilitate foreign and domestic trade transactions
for customers. 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 and
commercial 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:

2015 2014
(in thousands)
Commercial AN OtNET........ccviiiiiiiiecie ettt et e s e e e e eteeeseeesaeenbeessseenseessseenseenneas $ 3,518,960 $ 2,972,105
HOMIE CQUILY . .e.tteuieitiete ettt ettt ettt st ettt et e e st e e esa e beessesseessenseesseeseensesssensesseenseennensens 1,300,062 1,291,596
Commercial mortgage and CONSIIUCTION ........c.ueuieuieuiitiitietiete sttt siesee et ettt ene et etesbeeeeetesseneeneas 965,116 558,662
Total commitments t0 eXteNd CTEAIt.......c..eeiviiiieiiieeie e $ 5,784,138 $ 4,822,363
Standby 1etters OF CTEAIL..... ..ottt sttt st $ 374,729 § 382,465
Commercial 1etters OF CIEAIt ......cooviiiiiiiiiiieeie ettt e e sre e e e ebeesaaeeseesaseensaenenas 39,529 32,304
TOLAL IETETS OF CTEAIL......veeveeee ettt ettt et eae e eaeeaeeeae e $ 414258 $ 414,769

During 2015, the Corporation began disclosing available overdraft protection limits to its depositors that are enrolled in overdraft
protection. The aggregate of these limits totaled approximately $330.6 million as of December 31, 2015 and are included in the
$5.8 billion of commitments to extend credit as of December 31, 2015.
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During 2015, the Corporation revised the comparative December 31, 2014 disclosure for commitments to extend credit as follows:
commercial and other from $2.7 billion to $3.0 billion, commercial mortgage and construction from $351.4 million to $558.7
million and total commitments to extend credit from $4.4 billion to $4.8 billion. The Corporation assessed the materiality of these
corrections of an error and concluded, based on qualitative and quantitative considerations, that the adjustments are not material
to the financial statements as a whole.

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
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 government sponsored agencies and investors that specify,
among other things, that the loans have been underwritten to the standards established by the government sponsored agency or
investor. The Corporation may be required to repurchase a loan or reimburse the government sponsored agency or 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. As of December 31, 2015 and 2014, total
outstanding repurchase requests totaled approximately $543,000.

From 2000 to 2011, the Corporation sold loans to the Federal Home Loan Bank of Pittsburgh under its Mortgage Partnership
Finance Program (MPF Program). No loans were sold under this program in 2015, 2014 or 2013. 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," or "FLA" balance, up to specified amounts. The FLA is funded by the Federal Home Loan
Bank of Pittsburgh based on a percentage of the outstanding principal balance of loans sold. As of December 31, 2015, the unpaid
principal balance of loans sold under the MPF Program was approximately $126 million. As of December 31, 2015 and 2014, the
reserves for estimated credit losses related to loans sold under the MPF Program were $1.8 million and $2.3 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, 2015 and 2014, the reserve for losses on residential mortgage loans sold was $2.6 million and $3.2 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, 2015 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. 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.

During the second quarter of 2015, Fulton Bank, N.A. (the Bank), the Corporation’s largest bank subsidiary, received a letter from
the U.S. Department of Justice (the Department) indicating that the Department had initiated an investigation regarding potential
violations of fair lending laws by the Bank in certain of its geographies. The Bank is cooperating with the Department and responding
to the Department’s requests for information. Although the Corporation is not able to predict the outcome of the Department’s
investigation, it could result in legal proceedings the resolution of which could potentially involve a settlement, fines or other
remedial actions.

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 of the
Corporation. However, legal proceedings are often unpredictable, and it is possible that the ultimate resolution of any such matters,
if unfavorable, may be material to the Corporation's results of operations for any particular period, depending, in part, upon the
size of the loss or liability imposed and the operating results for the applicable period. See also, "Note 11 - Regulatory Matters,"
under the sub-heading "Regulatory Enforcement Orders."
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NOTE 18 — FAIR VALUE MEASUREMENTS

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 summarizes 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:

2015
Level 1 Level 2 Level 3 Total
(in thousands)

Mortgage loans held for sale ..........coeeiverireiiennececee, $ — 3 16,886 $ — 3 16,886
Available for sale investment securities:

EqUIty SECUITHIES .....eoveviriirieriertisieieneeteteeetetee e 21,514 — — 21,514

U.S. Government sponsored agency securities.................... — 25,136 — 25,136

State and municipal SECUTTHIES .......covevververveieieiiieieeeieen — 262,765 — 262,765

Corporate debt SECUrIties .......cvveveeiiriieieeiieiecii et — 93,619 3,336 96,955

Collateralized mortgage obligations...........cccccueevecerenencnnns — 821,509 — 821,509

Mortgage-backed SECUIILIES.........cevveerriiriirieieicicnicicniccene — 1,158,835 — 1,158,835

AUCHON 1At SECUIILICS ...vevveneeeeieeeeiiecieeniesteeiie e eee e — — 98,059 98,059

Total available for sale investment securities...........c.ccceueeeveenne... 21,514 2,361,864 101,395 2,484,773

Other @SSEES...evitireteieieiiei ettt 16,129 34,465 — 50,594

TOtal @SSELS ...veeveevieieerieiiete ettt ettt eenens $ 37,643 $ 2,413,215 $ 101,395 $§ 2,552,253

Other Habilities ......evvvveeiieeieeeeeieee e $ 15914 $ 33,010 $ — 3 48,924

2014
Level 1 Level 2 Level 3 Total
(in thousands)

Mortgage loans held for sale .........ccooveivieviieriieriieieiieeee, $ — 17,522 $ — 3 17,522
Available for sale investment securities:

EQUItY SECUTTHIES -...vvevevietitiiieetieiesie et eeas 47,623 — — 47,623

U.S. Government SECUTTICS. ......evveverereriereireieeieeeeeeneenienes — 200 — 200

U.S. Government sponsored agency securities .................... — 214 — 214

State and municipal SECUrIties.........ccuerverureiereieiereieieeeenee. — 245,215 — 245215

Corporate debt SECUTIties .......cvvevieieriieieciieieeie et — 90,126 7,908 98,034

Collateralized mortgage obligations...........cceceeevecerenencnnns — 902,313 — 902,313

Mortgage-backed SECUTTLIES.........cevveirueniriieieieicricicriecee — 928,831 — 928,831

AUCLION Tate SECUTTLICS ..ouvvieurieieiiereeeiieeieeeiie et — — 100,941 100,941

Total available for sale investment securities...............c.ecvervenen. 47,623 2,166,899 108,849 2,323,371

OtheT ASSEES...cviieiieitiieiieciie ettt ettt et et eve e s ereeeane s 17,682 21,305 — 38,987

TOtal @SSELS ...vieveiiveeeieerieieeteete ettt ete e eeeens $ 65,305 $ 2205726 $ 108,849 $ 2,379,880

Other Habilities .......everveeiriiiieceeeee e $ 17,737 $ 21,084 $ — 38,821

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, 2015 and December 31, 2014 were measured as the price that
secondary market investors were offering for loans with similar characteristics. See "Note 1 - 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.
The pricing service uses pricing models that vary based on asset class and incorporate available market information,
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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 ($20.6 million at December 31,
2015 and $41.8 million at December 31, 2014) and other equity investments ($914,000 at December 31, 2015
and $5.8 million at December 31, 2014). 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 ($53.1
million at December 31, 2015 and $50.0 million at December 31, 2014), single-issuer trust preferred securities
issued by financial institutions ($39.1 million at December 31, 2015 and $42.0 million at December 31, 2014),
pooled trust preferred securities issued by financial institutions ($706,000 at December 31,2015 and $4.1 million
at December 31,2014) and other corporate debt issued by non-financial institutions ($4.0 million at December 31,
2015 and $1.9 million at December 31, 2014).

Level 2 investments include subordinated debt, other corporate debt issued by non-financial institutions and
$36.5 million and $38.2 million of single-issuer trust preferred securities held at December 31, 2015 and 2014,
respectively. The fair values for these corporate debt securities are determined by a third-party pricing service,
as detailed above.

Level 3 investments include the Corporation's investments in pooled trust preferred securities ($706,000 at
December 31, 2015 and $4.1 million at December 31, 2014) and certain single-issuer trust preferred securities
($2.6 million at December 31, 2015 and $3.8 million at December 31, 2014). 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 ($15.6
million at December 31, 2015 and $16.4 million at December 31, 2014) and the fair value of foreign currency
exchange contracts ($547,000 at December 31,2015 and $1.3 million at December 31,2014). 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 ($1.5 million at December 31, 2015 and $1.4 million at
December 31, 2014) and the fair value of interest rate swaps ($33.0 million at December 31, 2015 and $19.9
million at December 31, 2014). 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 10 - Derivative 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 ($15.6 million at December 31,2015 and $16.4 million at December 31, 2014) and the fair
value of foreign currency exchange contracts ($331,000 at December 31,2015 and $1.3 million at December 31,
2014). 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 ($40,000 at December 31, 2015 and $1.2 million at
December 31, 2014) and the fair value of interest rate swaps ($33.0 million at December 31, 2015 and $19.9
million at December 31, 2014). 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, 2013 ......ooviiiiiieiiiiieeeeeeeeeeeeee e $ 5,306 $ 3,781 §$ 159,274
Realized adjustments to fair value (1).......ccoceeveeieriieiienieiecieieeeee e (18) — —
Unrealized adjustments to fair value (2) ......ccoooeevieiieiinieiieeeec e, 923 32 3,970
SALES ettt ettt ettt et nae et e ae e e eneenseeneens (1,888) — (11,912)
SettlemMents = CALIS......coviriiiieiiiieie e (239) — (51,212)
DiScount aCCIEtiON (3) ..vveeeveeruieeiieeeieiieesieeiteeseeeaeesteeeaeenseessseesseessseenseesseees 4 7 821
Balance as of December 31, 2014 .........oooomiiiiieeeeeeeeeeeeeeeeeee e 4,088 3,820 100,941
SALES ... (3,633) — —
Unrealized adjustments to fair value (2) ......ccooeeveerieieeieeeeeeeee e 366 (230) 903)
SettlemeEnts = CALLS.......ecvuiiiiiiiiieeie ettt eere e e 117) 970) (2,446)
Discount aCCTetion (3) ....ccvieierrieierieeeeiie ettt ettt b ettt ae e eenes 2 10 467
Balance as of December 31, 2015 .......c.ooviiiiiuiiieeeeeeeeeee e $ 706 $ 2,630 $ 98,059

(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 the
Corporation's financial assets measured at fair value on a nonrecurring basis and reported on the consolidated balance sheets at
December 31:

2015
Level 1 Level 2 Level 3 Total
(in thousands)
INEELOAMS ...ttt ettt eae e eae e $ — 8 — $ 138491 $ 138,491
Other fINancial @SSELS........oeivveiiieeiie e — — 52,043 52,043
TOLAL ASSELS ... $ — 3 — $ 190,534 $ 190,534
2014
Level 1 Level 2 Level 3 Total
(in thousands)
NEE LOANS ..ottt $ — 3 — $ 127,834 $ 127,834
Other fINancial @SSELS.........evvveiiieeiie e — — 54,170 54,170
TOtAl ASSELS ..ottt $ — 3 — 3 182,004 $ 182,004

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 4 - Loans and Allowance for Credit Losses," for additional details.

Other financial assets — This category includes OREO ($11.1 million at December 31, 2015 and $12.0 million at
December 31, 2014) and MSRs ($40.9 million at December 31, 2015 and $42.1 million at December 31, 2014), 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,
2015 valuation were 11.2% and 9.6%, 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, 2015 and 2014. A general description of the methods and assumptions
used to estimate such fair values is also provided.

2015 2014

Estimated Estimated
Book Value Fair Value Book Value Fair Value

(in thousands)

FINANCIAL ASSETS

Cash and due from banks ..........cccccceeviiieiiiniiieiieceeee e $ 101,120 $ 101,120 $ 105,702 $ 105,702
Interest-bearing deposits with other banks...............cccoevvverienn. 230,300 230,300 358,130 358,130
Federal Reserve Bank and FHLB stock ..........cccooovvviiiiiiiiinnnennn. 62,216 62,216 64,953 64,953
Loans held for Sale (1) .....eoverierierieieeieieeeee e 16,886 16,886 17,522 17,522
Securities available for sale (1) .....cccoovvevieriecierieecieeceeee 2,484,773 2,484,773 2,323,371 2,323,371
Loans, net of unearned income (1) ........cocveeeveerieerieenieiiieeneennenn 13,838,602 13,709,957 13,111,716 13,030,543
Accrued interest receivable ..........occveeevieiiieiieciieeeeee e 42,767 42,767 41,818 41,818
Other financial assets (1) .....ccceevverieciirieriinieie e 166,920 166,920 169,764 169,764
FINANCIAL LIABILITIES

Demand and savings depoSits...........ceeerueruerierienesierieieieieeeneas $ 11,267,367 $ 11,267,367 $ 10,296,055 $ 10,296,055
TIME AEPOSIES. ..neeeieneeeiieieetieie ettt ettt et e e eaeens 2,864,950 2,862,868 3,071,451 3,069,883
Short-term DOTTOWINGS........ccveeierrieierieeieieeieeeereereereeeeeseeeeens 497,663 497,663 329,719 329,719
Accrued interest payable ..o, 10,724 10,724 18,045 18,045
Other financial liabilities (1) ....c.cccvereerieriirierieiiere e 190,927 190,927 172,786 172,786
FHLB advances and long-term debt...........cccccoovveviiiienineeniiennns 949,542 959,315 1,139,413 1,142,980

(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 with other banks 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.

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 19 — CONDENSED FINANCIAL INFORMATION - PARENT COMPANY ONLY

CONDENSED BALANCE SHEETS
(in thousands)

December 31

2015 2014 2015 2014
ASSETS LIABILITIES AND EQUITY
Cashu..cooceeiciiiieeice $ — 3 137 Long-term debt.........cccevvevrennnen. $ 361,504 $ 465,936
Other assets .......ccccoeeevvveeeneenn. 4,337 10,053 Payable to non-bank subsidiaries . 188,087 84,676
Receivable from subsidiaries . 29,249 29,120 Other liabilitieS..........ccoovvvveeeernnnes 77,263 81,682
Total Liabilities................... 626,854 632,294
Investments in:
Bank subsidiaries............ 2,226,975 2,174,786
Non-bank subsidiaries .... 408,187 414,863 Sharcholders’ equity.................... 2,041,894 1,996,665
Total Liabilities and
Total Assets................... $ 2,668,748 $ 2,628,959 Shareholders’ Equity. $ 2,668,748 $ 2,628,959
CONDENSED STATEMENTS OF INCOME
2015 2014 2013
(in thousands)
Income:
Dividends from SUDSIAIATIES. .......c.eevveruieieiieie ettt $ 114,000 $ 139,150 $ 114,438
ORET (1) -ttt ettt ettt st st 141,241 120,543 106,297
255,241 259,693 220,735
EXPEIISES - ettt a bt bttt ekt b e e bttt h et ettt et et st ene st eneens 176,457 152,243 138,164
Income before income taxes and equity in undistributed net income of subsidiaries. 78,784 107,450 82,571
Income tax BeneTit..........coooiiiiiiiiiiiiiiiiici e (11,834)  (10,549)  (10,744)
90,618 117,999 93,315
Equity in undistributed net income (loss) of:
Bank SUDSIAIATIES .....c.ceueeuiriiiiiriinieiientctecrc ettt 60,306 33,134 56,552
NON-bANK SUDSIAIATIES . ...ttt ettt sttt eeeenes (1,922) 6,761 11,973
INEE INCOMMIE ...ttt st ettt et e s $ 149,502 $ 157,894 $ 161,840

(1) Consists primarily of management fees received from subsidiary banks.

December 31
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CONDENSED STATEMENTS OF CASH FLOWS

2015 2014 2013
(in thousands)
Cash Flows From Operating Activities:
NEEINCOMIE ...ttt ettt ettt ettt a et ettt et et e s ts s se et ess et ees s eseeseneesens $ 149,502 $157,894 $ 161,840
Adjustments to reconcile net income to net cash provided by operating activities:
Stock-based COMPENSALION .....c.eviiiieiiiiiiiieieeeerc ettt 5,938 5,865 5,330
Excess tax benefits from stock-based compensation.............cceeeeeerieecieneenieneeneenneennn. (201) (81) (302)
Decrease (InCrease) in Other aSSELS ....cuvivvviiriiiriieeie ittt et saee e e e es 2,806 (7,120) 1,893
Equity in undistributed net income of SUbSIAIATIES ..........ccooveuvrieiirieiriiiiciecrieieeeieen (58,884)  (39,895)  (68,525)
Loss on redemption of trust preferred SECUITtes ..........everirerereniereieeieeeceeeeeee 5,626 — —
Increase in other liabilities and payable to non-bank subsidiaries .............ccccccceceeuennene. 106,490 37,354 26,946
Total AdJUSTMENES.......eveeietiiietiietee ettt 61,775 (3,877)  (34,658)
Net cash provided by operating actiVities .........c.eeeererrererierierienierieieeeieeeeeeeaeas 211,277 154,017 127,182
Cash Flows From Investing Activities — — —
Cash Flows From Financing Activities:
Repayments of long-term debt .........c.cooeoiiiiiiiiiiiiiie e (254,640) — —
Additions to long-term debt............cccoiriiiiiiiiiiie e 147,779 97,113 =
Net proceeds from issuance of common StOCK .........cceovviririririnineniercieeeceee 10,607 8,201 9,936
Excess tax benefits from stock-based compensation............ccceeveeieriierieniecieneeneencenne. 201 81 302
DivIdends Paid.......cccoeririenieniieeeee e (65,361)  (64,028)  (46,525)
Acquisition Of treasury STOCK .........coceveririirierieiieiiiieiei et (50,000) (175,255)  (90,927)
Deferred accelerated stock repurchase payment ...........c.cooeverenenienenienieieieceeeee, — (20,000) —
Net cash used in finaNCING ACHIVILIES .....eouevueruieiiriiriieiirienierieieteceeceeeee e (211,414) (153,888) (127,214)
Net (Decrease) Increase in Cash and Cash Equivalents ... (137) 129 (32)
Cash and Cash Equivalents at Beginning of Year.........c.ccocooeveviiniiienieniiiiiiiciceennn, 137 8 40
Cash and Cash Equivalents at End of Year.......ccoccoovieviieieniieiiiciceeeeee e, $ — 3 137 §$ 8
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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, 2015, 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, 2015, 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
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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 (the Company) and subsidiaries
as of December 31, 2015 and 2014, 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, 2015. We also have audited the Company’s
internal control over financial reporting as of December 31, 2014, based on criteria established in Internal 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, 2015 and 2014, and the results of its operations and its cash
flows for each of the years in the three-year period ended December 31,2015, 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, 2015, based on criteria established in Infernal Control - Integrated Framework
(2013) issued by COSO.

/s/ KPMG LLP
Philadelphia, Pennsylvania
February 26, 2016
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QUARTERLY CONSOLIDATED RESULTS OF OPERATIONS (UNAUDITED)

(in thousands, except per-share data)

Three Months Ended
March 31 June 30 September 30 December 31
2015
INtErest INCOME .....eovviiieiieiieiieeieeie e $ 145,772 $ 144,229 $ 146,228 $ 147,560
INterest EXPENSe.....ccuevuieiieiieiieiiiieie et 22,191 21,309 20,534 19,761
Net INterest IMNCOME ......evveeviieieiieierreeieste e e eeeereereeeeens 123,581 122,920 125,694 127,799
Provision for credit 10SSeS ........cuevveeriireereiierieeieiieieee (3,700) 2,200 1,000 2,750
NON-INterest INCOME......cveeviiieriieieieeiesieeresreevesreeeeerens 44,737 46,489 44,774 45,839
NON-INTETESt EXPENSES -.veevvenreerreneianieneienienneeeesieeeesneesenneas 118,478 118,354 124,889 118,439
Income before iNCOmMe taxes ........cceeeveeeveeeeeecreeiieeereeenenn 53,540 48,855 44,579 52,449
INCOME taAX EXPENSE ..cvveeirienieiiiiiiieeiieeiee st 13,504 12,175 10,328 13,914
NETINCOME ..ottt $ 40,036 $ 36,680 34251 $ 38,535
Per share data:
Net iIncome (DaSIC) ..oovveverrerreeieiieieeieeieee e $ 022 $ 0.21 020 $ 0.22
Net income (diluted) ......cceevveeviieviiiiieiieecieecie e 0.22 0.21 0.20 0.22
Cash dividends.......c.cooevverieniineieeecee e 0.09 0.09 0.09 0.11
2014
INtErest INCOME .....eovvivieiieiieieeiieeie et $ 148,792 $ 147,902 149,790 $ 149,594
INEEreSt EXPENSE...cevvvireiiriiiiiieiieiieeeiie et 19,227 20,004 20,424 21,556
Net INterest INCOME ......c.erverrererienieieieieieeeeeteee e 129,565 127,898 129,366 128,038
Provision for credit 10SSES ......cccveevvierieeiieeiieeieeiie e 2,500 3,500 3,500 3,000
NON-INtErest INCOME......cveeviieierieeieiieiesie e e ereeeens 38,506 44,872 41,900 42,101
NON-INEETESt EXPENSES -.vevvenreerrenrianienrianienseeneesieeneesneensennees 109,554 116,174 115,798 117,720
Income before iNCOMEe taxes .......cceevveveerieieerieeierireeeiens 56,017 53,096 51,968 49,419
INCOME taAX EXPENSE ..cvveenerieniieiieiiieeiieeiee st 14,234 13,500 13,402 11,470
NEt INCOME ..ttt $ 41,783 $ 39,596 38,566 $ 37,949
Per share data:
Net iIncome (DASIC) ..ovveveiierrieiieireieeieereere e $ 022 $ 0.21 021 $ 0.21
Net income (diluted) ......cceevveevieeiiiiiieeieccieecie s 0.22 0.21 0.21 0.21
Cash dividends.........cooevverierienieieeeccece e 0.08 0.08 0.08 0.10
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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 31,2015, 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

Not applicable.
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PART III

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 2016 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 2016 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 2016 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 2016 Proxy Statement, and the information
appearing in "Note 4 - 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 2016 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, 2015 and 2014.

Consolidated Statements of Income - Years ended December 31, 2015, 2014 and 2013.
Consolidated Statements of Comprehensive Income - Years ended December 31, 2015, 2014 and 2013.

Consolidated Statements of Shareholders’ Equity - Years ended December 31, 2015, 2014 and 2013.
Consolidated Statements of Cash Flows - Years ended December 31, 2015, 2014 and 2013.

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

32

4.1

4.2

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

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/A dated September 16, 2014.

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 $250 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 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 §-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 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.
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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.

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 December 1, 2015
— filed herewith.

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 §, 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.
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.

Interactive data file containing the following financial statements formatted in XBRL (Extensible Business
Reporting Language): (i) the Consolidated Balance Sheets at December 31, 2015 and December 31, 2014; (ii) the
Consolidated Statements of Income for the years ended December 31, 2015, 2014 and 2013; (iii) the Consolidated
Statements of Comprehensive Income for the years ended December 31,2015, 2014 and 2013;(iv) the Consolidated
Statements of Shareholders’ Equity for the years ended December 31, 2015, 2014 and 2013; (v) the Consolidated
Statements of Cash Flows for the years ended December31, 2015,2014 and 2013; 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 26, 2016 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 26, 2016

and Chief Financial Officer

Patrick S. Barrett (Principal Financial Officer)

/8/ LISA CRUTCHFIELD Director February 26, 2016
Lisa Crutchfield
/S/ MICHAEL J. DEPORTER Executive Vice President February 26, 2016

and Controller

Michael J. DePorter (Principal Accounting Officer)

/S/ DENISE L. DEVINE Director February 26, 2016

Denise L. Devine

/S/ PATRICK J. FREER Director February 26, 2016
Patrick J. Freer

/s/ GEORGE W. HODGES Director February 26, 2016
George W. Hodges

/S/ ALBERT MORRISON Director February 26, 2016
Albert Morrison, 111

/S/ JAMES R. MOXLEY Director February 26, 2016
James R. Moxley, I1I
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Signature

/s/ R. SCOTT SMITH, JR.

R. Scott Smith, Jr.

/S/ RONALD H. SPAIR

Ronald H. Spair

/S/ MARK F. STRAUSS

Mark F. Strauss

/S/ ERNEST J. WATERS

Ernest J. Waters

/S/ E. PHILIP WENGER

E. Philip Wenger

Capacity
Director
Director
Director
Director

Chairman, Chief Executive
Officer and President (Principal
Executive Officer)
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February 26, 2016

February 26, 2016
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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.

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 $250 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 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.

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 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.

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 December 1, 2015 — filed
herewith.

Agreement between Fulton Financial Corporation and Fiserv Solutions, Inc. dated June 23, 2011. Portions of this exhibit
have beenredacted 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, asamended. 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.
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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 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.
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.

Interactive data file containing the following financial statements formatted in XBRL (Extensible Business Reporting
Language): (i) the Consolidated Balance Sheets at December 31,2015 and December 31, 2014; (ii) the Consolidated
Statements of Income for the years ended December 31, 2015, 2014 and 2013; (iii) the Consolidated Statements of
Comprehensive Income for the years ended December 31, 2015, 2014 and 2013;(iv) the Consolidated Statements
of Shareholders’ Equity for the years ended December 31, 2015, 2014 and 2013; (v) the Consolidated Statements
of Cash Flows for the years ended December 31, 2015,2014 and 2013; 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

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
Fulton Financial Advisors

Fulton Mortgage Company

Swineford National Bank

Fulton Mortgage Company

Lafayette Ambassador Bank

Fulton Mortgage Company

Fulton Financial Realty Company

Delaware National Insurance Agency, Inc.

FNB Bank, N.A.
Fulton Mortgage Company

Central Pennsylvania Financial Corp.

Fulton Bank of New Jersey
Fulton Mortgage Company



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

FFC Management, Inc.

Fulton Insurance Services Group, Inc.

FFC Penn Square, Inc.

Virginia Financial Services, LLC

The Columbia Bank

Fulton Mortgage Company

Columbia Bancorp Statutory Trust

Columbia Bancorp Statutory Trust II

Columbia Bancorp Statutory Trust 11



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. 333-156396 and No. 333-197730)
on Forms S-3 of Fulton Financial Corporation of our report dated February 26, 2016, with respect to the consolidated balance
sheets of Fulton Financial Corporation and subsidiaries as of December 31, 2015 and 2014, and the related consolidated statements
of income, comprehensive income, sharcholders’ equity, and cash flows for each of the years in the three-year period ended
December 31, 2015, and the effectiveness of internal control over financial reporting as of December 31, 2015, which report
appears in the December 31, 2015 annual report on Form 10-K of Fulton Financial Corporation.

/s/ KPMG LLP

Philadelphia, Pennsylvania
February 26, 2016



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.  The registrant’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 26, 2016 /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.  The registrant’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 26, 2016 /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,
2015, 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 26, 2016

/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,
2015, 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 26, 2016

/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 Plan

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.

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 Monday, May 16, 2016, 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
Reservation Form 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




