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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 N.A.
("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, 2016, the Corporation had approximately 3,500 full-time equivalent employees.

The common stock of the 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 2016 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 geographic 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 consolidating its subsidiary banks 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 in assets,
subjecting it to more stringent regulation applicable to institutions that exceed that threshold. See Item 1A. "Risk
Factors - Legal, Compliance and Reputational Risks - The Corporation’s largest subsidiary, Fulton Bank, is expected to
have had total assets of $10 billion or more for four consecutive quarters as of March 31, 2017, which will subject it to
additional regulation and increased supervision." 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 - Legal, Compliance and
Reputational Risks - The Corporation and its bank subsidiaries are subject to regulatory enforcement orders requiring
improvement in compliance functions and remedial actions."
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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 and Credit Risks - Economic downturns and the composition of the Corporation’s loan portfolio subject the
Corporation to credit risk."

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. The
subsidiary banks also offer a variety of fixed, variable and adjustable rate products, including construction loans and
jumbo loans. Residential mortgages are offered through Fulton Mortgage Company,

3

Edgar Filing: FULTON FINANCIAL CORP - Form 10-K

5



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 to $50.0 million as of December 31, 2016, which is below the Corporation’s
regulatory lending limit. In addition, the Corporation has established lower total lending limits based on the
Corporation's internal risk rating of the borrower and for certain types of lending commitments. Commercial lending
products include commercial, financial, agricultural and real estate loans. Variable, adjustable and fixed rate loans are
provided, with variable 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 subsidiary, Fulton 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, 2016:

Subsidiary Main Office
Location

Total
Assets

Total
Deposits Branches (1)

(dollars in
millions)

Fulton Bank, N.A. Lancaster, PA $10,700 $ 8,310 112
Fulton Bank of New Jersey Mt. Laurel, NJ 3,814 3,246 65
The Columbia Bank Columbia, MD 2,287 1,790 31
Lafayette Ambassador Bank Bethlehem, PA 1,526 1,266 21
FNB Bank, N.A. Danville, PA 350 286 7
Swineford National Bank Middleburg, PA 319 276 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 where
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

Edgar Filing: FULTON FINANCIAL CORP - Form 10-K

6



Square, Inc., which owns trust preferred securities ("TruPS") issued by a subsidiary of Fulton Bank; and (v) Fulton
Insurance Services Group, Inc., which engages in the sale of various life insurance products.

The Corporation also 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,
2016:

Subsidiary State of Incorporation Total Assets
(in
thousands)

Columbia Bancorp Statutory Trust Delaware $ 6,186
Columbia Bancorp Statutory Trust II Delaware 4,124
Columbia Bancorp Statutory Trust III Delaware 6,186

4
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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.

The industry is also highly competitive due, in part, to the GLB Act. As a result of the GLB Act,various types of
entities aggressively compete 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 their expansion into non-banking financial services activities that had previously been 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, further entry into these businesses may enhance the ability of the Corporation to
compete in the future.

5
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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 14 of these
counties, the Corporation ranked in the top five in deposit market share (based on deposits as of June 30, 2016). 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, 2016)

County State Population
(2016 Est.) Banking Subsidiary Banks/

Thrifts
Credit
Unions Rank %

Lancaster PA 541,000 Fulton Bank, N.A. 20 13 1 26.7 %
Berks PA 416,000 Fulton Bank, N.A. 18 12 8 3.6 %
Bucks PA 628,000 Fulton Bank, N.A. 36 14 15 1.9 %
Centre PA 163,000 Fulton Bank, N.A. 16 4 10 3.2 %
Chester PA 521,000 Fulton Bank, N.A. 31 8 13 3.0 %
Columbia PA 66,000 FNB Bank, N.A. 6 3 5 3.9 %
Cumberland PA 250,000 Fulton Bank, N.A. 17 6 12 2.1 %
Dauphin PA 274,000 Fulton Bank, N.A. 16 10 7 4.3 %
Delaware PA 566,000 Fulton Bank, N.A. 31 15 28 0.3 %
Lebanon PA 138,000 Fulton Bank, N.A. 12 6 1 31.4 %
Lehigh PA 364,000 Lafayette Ambassador Bank 20 12 7 4.4 %
Lycoming PA 116,000 FNB Bank, N.A. 11 10 14 0.8 %
Montgomery PA 824,000 Fulton Bank, N.A. 39 32 24 0.4 %
Montour PA 19,000 FNB Bank, N.A. 5 3 2 23.5 %
Northampton PA 302,000 Lafayette Ambassador Bank 16 12 4 12.6 %
Northumberland PA 93,000 FNB Bank, N.A. 18 4 9 3.7 %

Swineford National Bank 14 2.0 %
Schuylkill PA 143,000 Fulton Bank, N.A. 13 2 9 4.1 %
Snyder PA 41,000 Swineford National Bank 8 1 2 26.0 %
Union PA 45,000 Swineford National Bank 10 3 5 6.8 %
York PA 445,000 Fulton Bank, N.A. 15 13 3 11.3 %
New Castle DE 562,000 Fulton Bank, N.A. 20 19 12 0.2 %
Sussex DE 222,000 Fulton Bank, N.A. 16 5 3 8.8 %
Anne Arundel MD 571,000 The Columbia Bank 28 11 20 0.4 %
Baltimore MD 837,000 The Columbia Bank 33 17 23 0.7 %
Baltimore City MD 621,000 The Columbia Bank 27 14 14 0.3 %
Cecil MD 103,000 The Columbia Bank 7 4 3 13.4 %
Frederick MD 248,000 The Columbia Bank 17 5 15 0.9 %
Howard MD 320,000 The Columbia Bank 19 6 4 8.5 %
Montgomery MD 1,057,000 The Columbia Bank 32 26 35 0.2 %
Prince George's MD 922,000 The Columbia Bank 19 25 21 0.6 %
Washington MD 150,000 The Columbia Bank 12 4 2 20.1 %
Atlantic NJ 273,000 Fulton Bank of New Jersey 16 7 12 1.3 %
Burlington NJ 450,000 Fulton Bank of New Jersey 20 12 15 1.0 %
Camden NJ 510,000 Fulton Bank of New Jersey 20 11 11 2.4 %
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Cumberland NJ 155,000 Fulton Bank of New Jersey 12 5 11 2.0 %
Gloucester NJ 292,000 Fulton Bank of New Jersey 23 5 2 14.1 %
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No. of
Financial
Institutions

Deposit Market Share
(June 30, 2016)

County State Population
(2016 Est.) Banking Subsidiary Banks/

Thrifts
Credit
Unions Rank %

Hunterdon NJ 125,000 Fulton Bank of New Jersey 17 7 9 2.6 %
Mercer NJ 372,000 Fulton Bank of New Jersey 27 20 19 0.9 %
Middlesex NJ 849,000 Fulton Bank of New Jersey 46 27 27 0.3 %
Monmouth NJ 628,000 Fulton Bank of New Jersey 27 12 25 0.6 %
Morris NJ 501,000 Fulton Bank of New Jersey 34 18 14 1.4 %
Ocean NJ 593,000 Fulton Bank of New Jersey 21 8 17 0.9 %
Salem NJ 64,000 Fulton Bank of New Jersey 7 4 1 25.2 %
Somerset NJ 336,000 Fulton Bank of New Jersey 28 12 10 2.4 %
Warren NJ 107,000 Fulton Bank of New Jersey 13 3 6 7.9 %
Chesapeake City VA 240,000 Fulton Bank, N.A. 12 7 10 1.5 %
Fairfax VA 1,149,000 Fulton Bank, N.A. 38 29 43 — %
Henrico VA 328,000 Fulton Bank, N.A. 25 16 20 0.6 %
Manassas VA 43,000 Fulton Bank, N.A. 13 4 11 1.8 %
Newport News VA 184,000 Fulton Bank, N.A. 12 7 14 0.6 %
Richmond City VA 224,000 Fulton Bank, N.A. 18 11 16 0.2 %
Virginia Beach VA 457,000 Fulton Bank, N.A. 15 12 10 1.5 %

Supervision and Regulation

The Corporation and its subsidiaries operate 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 under the Bank Holding Company Act ("BHCA") and is
regulated, supervised and examined by the Federal Reserve Bank. The Corporation's subsidiary banks are depository
institutions whose deposits are insured by the FDIC. The following table summarizes the charter types and primary
regulators for each of the Corporation’s subsidiary banks:
Subsidiary Charter Primary Regulator(s)
Fulton Bank, N.A. National OCC
Fulton Bank of New Jersey NJ NJ/FDIC
The Columbia Bank MD MD/FDIC
Lafayette Ambassador Bank PA PA/Federal Reserve
FNB Bank, N.A. National OCC
Swineford National Bank National OCC

OCC - Office of the Comptroller of the Currency

Federal statutes that apply to the Corporation and its subsidiaries include the GLB Act, the BHCA, the Dodd-Frank
Wall Street Reform and Consumer Protection Act ("Dodd-Frank Act"), 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.
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BHCA - 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. The BHCA regulates
activities of bank holding companies, including requirements and limitations relating to capital, transactions with
officers, directors and affiliates, securities issuances, dividend payments, extensions of credit, among others. The
BHCA permits the Federal Reserve, in certain circumstances,
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to issue cease and desist orders and other enforcement actions against bank holding companies (and their non-banking
affiliates) to correct or curtail unsafe or unsound banking practices. 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, 2016, the Corporation's largest subsidiary bank, Fulton Bank, had $10.7 billion in
assets and had assets of $10 billion or more as of the end of each of the previous two quarters. If Fulton Bank has
assets of $10 billion or more as of March 31, 2017, it and the Corporation's other subsidiary banks will become
subject to the supervision, examination and enforcement jurisdiction of the CFPB with respect to the federal consumer
financial laws, among other things. Although currently not subject to CFPB examination, Fulton Bank and the
Corporation's other 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.

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, beginning in 2016, 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. The Corporation timely submitted its stress test
report to the FRB before its required date of July 31, 2016, and a summary of the results was publicly disclosed on
October 18, 2016, as required by the final rules.

Under similar rules adopted by the OCC, the primary regulator of Fulton Bank, national banks with total consolidated
assets of more than $10 billion are also required to conduct annual stress tests. A national bank becomes subject to the
annual stress testing requirement when the institution's total consolidates assets, calculated as the average of the
institution's total consolidated assets, as reported on the institution's quarterly Call Reports, for the most recent four
consecutive quarters exceeds $10 billion. As of June 30, 2016, Fulton Bank crossed the $10 billion in assets threshold
and has maintained that level of assets through the quarter ended December 31, 2016. Provided that Fulton Bank
reports total consolidated assets of $8.3 billion or more on its Call Report for the quarter ending March 31, 2017, it
will be required to conduct annual stress tests in accordance with the OCC rules and as a result, to submit its first
stress test report to the OCC on or before July 31, 2018.
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Consumer Lending Laws - Bank regulatory agencies are increasingly focusing attention on consumer protection laws
and regulations. To promote fairness and transparency for mortgages, credit cards, and other consumer financial
products and services, the Dodd-Frank Act established the CFPB. This agency is responsible for interpreting and
enforcing federal consumer financial laws, as defined by the Dodd-Frank Act, that, among other things, govern the
provision of deposit accounts along with mortgage origination and servicing. Some federal consumer financial laws
enforced by the CFPB include the Equal Credit Opportunity Act, Truth in Lending Act ("TILA"), the Truth in Savings
Act, the Home Mortgage Disclosure Act, Real Estate Settlement Procedures Act ("RESPA"), the Equal Credit
Opportunity Act, the Fair Debt Collection Practices Act, and the Fair Credit Reporting Act. The CFPB is also
authorized to prevent any institution under its authority from engaging in an unfair, deceptive, or abusive act or
practice in connection with consumer financial products and services. 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, TILA, the Home Mortgage Disclosure Act, the Equal Credit Opportunity Act, RESPA,
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
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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 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 enterprise 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 RESPA and 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 funded by the
FRB, the CFPB may impose requirements that are more severe than those of the other bank regulatory agencies. As an
insured depository institution with total assets of more than $10 billion, Fulton Bank and the Corporation's other
subsidiary banks will become subject to the CFPB’s supervisory and enforcement authorities if it maintains that level
of assets through March 31, 2017. The Dodd-Frank Act also permits states to adopt stricter consumer protection laws
and state attorneys general to enforce consumer protection rules issued by the CFPB. As a result of these aspects of
the Dodd-Frank Act, going forward, the Corporation's subsidiary banks would operate in a stringent consumer
compliance environment and may incur additional costs related to consumer protection compliance, including but not
limited to potential costs associated with CFPB examinations, regulatory and enforcement actions and
consumer-oriented litigation, which is likely to increase as a result of the consumer protection provisions of the
Dodd-Frank Act. The CFPB, other financial regulatory agencies, including the OCC, as well as the Department of
Justice have recently pursued a number of enforcement actions against depository institutions with respect to
compliance with fair lending laws.
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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 in July 2016, the FRB granted 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.

9
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Based on the Corporation's evaluation of its investments, none fell within the definition of a "covered fund" and none
needed to be disposed of during 2016 or by July 31, 2017. The Corporation 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 III.

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 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 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 a minimum Total capital ratio of 8.00% of risk-weighted assets and a 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.

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, increasing to
1.25% on January 1, 2017, and will continue to increase, to 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
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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, 2016, 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 III 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 III liquidity
framework requires banks and bank holding companies to measure their liquidity against specific ratios.

10
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In September 2014, the FRB approved final rules (the "U.S. Liquidity Coverage Ratio Rule") implementing portions
of the Basel III 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 ("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 have
been compliant with the U.S. Liquidity Coverage Ratio Rule by January 1, 2017. 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, as a
result of which 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 was treated as well capitalized if its
total risk-based capital ratio is 10.00% or greater, its Tier 1 risk-based capital ratio is 8.00% or greater, its Common
Equity Tier 1 risk-based capital ratio is 6.50% or greater and its Tier 1 leverage capital ratio is 5.00% or greater, and it
is not subject to any order or directive to meet a specific capital level. As of December 31, 2016, each of the
Corporation’s bank subsidiaries’ capital ratios was 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
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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.

11

Edgar Filing: FULTON FINANCIAL CORP - Form 10-K

20



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, 2016, the Corporation’s largest
subsidiary bank, Fulton Bank, had assets of $10.7 billion and had assets of $10 billion or more as of the end of each of
the previous two quarters. If Fulton Bank has assets of $10 billion or more as of March 31, 2017, it will become
subject to 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 the cost of raising the FDIC
reserve ratio to 1.35% as required by the Dodd-Frank Act.

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 2017 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 FDIC adopted the final rule on March 15, 2016, which imposes on insured
depository institutions with $10 billion or more in total consolidated assets (such as Fulton Bank) a quarterly
surcharge equal to an annual rate of 4.5 basis points applied to the deposit insurance assessment base, after making
certain adjustments. The rule became effective on July 1, 2016.

Pursuant to the Dodd-Frank Act, the FDIC has backup enforcement authority over a depository institution holding
company, such as the Corporation, if the conduct or threatened conduct of such holding company poses a risk to the
DIF, although such authority may not be used if the holding company is generally in sound condition and does not
pose a foreseeable and material risk to the DIF.

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. The Patriot Act gives the federal government
powers to address terrorist threats through enhanced domestic security measures, expanded surveillance powers,
increased information sharing and broadened anti-money laundering requirements. By way of amendments to the
Bank Secrecy Act ("BSA"), Title III of the Patriot Act takes measures intended to encourage information sharing
among bank regulatory agencies and law enforcement bodies. Further, these regulations impose affirmative
obligations on a wide range of financial institutions to maintain appropriate policies, procedures and controls to detect,
prevent and report money laundering and terrorist financing.

Among other requirements, the Patriot Act and the related regulations impose the following requirements with respect
to financial institutions:
•Establishment of anti-money laundering programs;
•
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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. In May 2016, the regulations implementing the
BSA were amended to explicitly include risk-based procedures for conducting ongoing customer due diligence, to
include understanding the nature and purpose of customer relationships for the purpose of developing a customer risk
profile. In addition, banks must identify and verify the identity of the beneficial owners of all legal entity customers
(other than those that are excluded) at the time a new account is opened (other than accounts that are exempted). The
Corporation and its banking subsidiaries must comply with these amendments and new requirements by May 11,
2018. The Corporation has adopted policies, procedures and controls to address compliance with the
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Patriot Act and will continue to revise and update its policies, procedures and controls to reflect required changes
(including the May 2016 amendments).

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 BSA, 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 1A. "Risk Factors-Legal, Compliance and Reputational Risks-The Corporation
and its bank subsidiaries are subject to regulatory enforcement orders requiring improvement in compliance functions
and remedial actions;" "Note-17 Commitments and Contingencies - Legal Proceedings," 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, 2016, 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,
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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. 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. If the 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.

The guidelines prohibit excessive compensation as an unsafe and unsound practice and describe compensation as
excessive when the amounts paid are unreasonable or disproportionate to the services performed by an executive
officer, employee, director or principal shareholder. In July 2010, the federal banking agencies issued Guidance on
Sound Incentive Compensation Policies ("Guidance") that applies to all banking organizations supervised by the
agencies (thereby including both the Corporation and its banking subsidiaries). Pursuant to the Guidance, to be
consistent with safety and soundness principles, a banking organization’s
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incentive compensation arrangements should: (1) provide employees with incentives that appropriately balance risk
and reward; (2) be compatible with effective controls and risk management; and (3) be supported by strong corporate
governance, including active and effective oversight by the banking organization’s board of directors. Monitoring
methods and processes used by a banking organization should be commensurate with the size and complexity of the
organization and its use of incentive compensation.

Section 956 of the Dodd-Frank Act requires the federal banking agencies and the SEC to establish joint regulations or
guidelines prohibiting incentive-based payment arrangements at specified regulated entities that encourage
inappropriate risk-taking by providing an executive officer, employee, director or principal shareholder with excessive
compensation, fees, or benefits or that could lead to material financial loss to the entity. The federal banking agencies
issued such proposed rules in April 2011 and issued a revised proposed rule in June 2016, implementing the
requirements and prohibitions set forth in Section 956. The revised proposed rule would apply to all banks, among
other institutions, with at least $1 billion in average total consolidated assets, for which it would go beyond the
existing Guidance to (i) prohibit certain types and features of incentive-based compensation arrangements for senior
executive officers, (ii) require incentive-based compensation arrangements to adhere to certain basic principles to
avoid a presumption of encouraging inappropriate risk, (iii) require appropriate board or committee oversight, (iv)
establish minimum record keeping and (v) mandate disclosures to the appropriate federal banking agency.

Privacy Protection and Cybersecurity - 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 each 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,
each 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. These
guidelines, along with related regulatory materials, increasingly focus on risk management and processes related to
information technology and the use of third parties in the provision of financial services. In October 2016, the federal
banking agencies issued an advance notice of proposed rulemaking on enhanced cybersecurity risk-management and
resilience standards that would apply to large and interconnected banking organizations and to services provided by
third parties to these firms. These enhanced standards would apply only to depository institutions and depository
institution holding companies with total consolidated assets of $50 billion or more.

Federal Reserve System - FRB regulations require depository institutions to maintain cash reserves against their
transaction accounts (primarily NOW and demand deposit accounts). A reserve 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.
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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, 2016, the executive officers of the Corporation are as follows:
Name Age Office Held and Term of Office

E. Philip
Wenger 59

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.

Philmer H.
Rohrbaugh 64

Senior Executive Vice President, Chief Operating Officer and Chief Financial Officer of the
Corporation effective December 6, 2016. He joined the Corporation in November 2012 as Senior
Executive Vice President and Chief Risk Officer and became Senior Executive Vice President and
Chief Operating Officer effective June 1, 2016. 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; he joined KPMG in 2002. He has more
than 35 years of experience in public accounting with substantial audit experience serving public
and private companies, including financial institutions, and advising companies on accounting,
financial reporting matters, equity and debt offerings, and merger and acquisition transactions. Mr.
Rohrbaugh currently serves as a director of a public manufacturing company and a national
department store chain.

Beth Ann
Chivinski 56

Senior Executive Vice President and Chief Risk Officer of the Corporation effective June1, 2016.
Ms. Chivinski has worked in various positions with the Corporation since June of 1994. Most
recently she served as the Corporation’s Senior Executive Vice President and Chief Audit Executive
since April 1, 2013. Prior to that, she served as the Corporation’s Executive Vice President,
Controller and Chief Accounting Officer from June 2004 to March 31, 2013. Ms. Chivinski is a
Certified Public Accountant.

Meg R.
Mueller 52

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.

Curtis J.
Myers 48

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.

Craig A.
Roda 60

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.

Angela M.
Sargent 49

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.

15

Edgar Filing: FULTON FINANCIAL CORP - Form 10-K

27



Item 1A. Risk Factors

An investment in the Corporation's securities 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, acts of war or terrorism, global economic conditions and
geopolitical factors, 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, 2016 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 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
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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 agencies could have a material adverse effect on the
Corporation’s financial condition and results of operations. See Item 7. "Management’s Discussion and Analysis of
Financial Condition and Results of Operations-Financial Condition-Provision and Allowance for Credit Losses."
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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 $10.9 billion, or 74.5%, of the Corporation’s loan portfolio was in commercial loans, commercial
mortgage loans, and construction loans at December 31, 2016. 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 likely to be more sensitive to broader economic factors and
conditions. 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. In recent
years, commercial real estate markets have been experiencing substantial growth, and increased competitive pressures
have contributed significantly to historically low capitalization rates and rising property values. Commercial real
estate prices, according to many U.S. commercial real estate indices, are currently above the 2007 peak levels that
contributed to the financial crisis. Accordingly, the federal bank regulatory agencies have expressed concerns about
weaknesses in the current commercial real estate market. The Corporation’s failure to adequately implement enhanced
risk management policies, procedures and controls could adversely affect its ability to increase this portfolio going
forward and could result in an increased rate of delinquencies in, and increased losses, from this portfolio.
Furthermore, 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 Item 7. "Management’s Discussion and Analysis of Financial Condition and Results of
Operations-Financial Condition-Loans."

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.

Net interest 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 2016. In recent years, 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.
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Low market interest rates have pressured the net interest margin in recent years. Interest-earning assets, such as loans
and investments, have been originated, acquired or repriced at lower rates, reducing the average rate earned on those
assets. While the average rate paid on interest-bearing liabilities, such as deposits and borrowings, has also declined,
the decline has not always occurred at the same pace as the decline in the average rate earned on interest-earning
assets, resulting in a narrowing of the net interest margin.

Competition sometimes 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 Item 7. "Management’s Discussion and Analysis of Financial Condition
and Results of Operations-Net Interest Income."
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Changes in interest rates may also affect the average life of loans and certain investment securities, most notably
mortgage-backed securities. Decreases in interest rates can result in increased prepayments of loans and certain
investment securities, as borrowers or issuers refinance to reduce their borrowing costs. Under those circumstances,
the Corporation would be subject to reinvestment risk to the extent that it is not able to reinvest the cash received from
such prepayments at rates that are comparable to the rates on the loans and investment securities which are prepaid.
Conversely, increases in interest rates may extend the average life of fixed rate assets, which could restrict the
Corporation’s ability to reinvest in higher yielding alternatives, and may result in customers withdrawing certificates of
deposit early so long as the early withdrawal penalty is less than the interest they could receive as a result of the
higher interest rates.

Changes in interest rates also affect the fair value of interest-earning investment securities. Generally, the value of
interest-earning investment securities moves inversely with changes in interest rates. At December 31, 2016, the fair
value of the Corporation’s portfolio of interest-earning investment securities was $2.5 billion. Net unrealized losses on
these securities was $47.3 million at December 31, 2016. Whether a decline in fair value below the amortized cost of
an investment security constitutes other-than-temporary impairment depends on a number of factors, including
whether the Corporation has the intent and ability to retain the investment security for a period of time sufficient to
allow for any anticipated recovery in fair value.

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

Movements in interest rates can cause demand for some of the Corporation’s products and services to be cyclical. As a
result, the Corporation may need to periodically 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 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 mortgage-backed securities, state and
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, 2016, the Corporation’s securities investments included $97.3 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 it holds and does not
believe it will more likely than not be required to sell any of the ARCs it holds 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
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financial institution which, as of December 31, 2016, had a fair value of $11.9 million. The Corporation's holdings of
this financial institution’s securities constituted approximately 50.5% of the fair value of the Corporation's aggregate
holdings of publicly traded financial institutions’ securities 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."
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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 policies and practices
emphasize 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
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 Item 7A. "Quantitative and Qualitative Disclosures About Market
Risk-Interest Rate Risk, Asset/Liability Management and Liquidity."

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

Due to regulatory constraints 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
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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 Corporation and its bank subsidiaries are subject to extensive regulation and supervision and may be adversely
affected by changes in laws and regulations or any failure to comply with laws and regulations.
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Virtually every aspect of the Corporation's and its bank subsidiaries’ operations is subject to extensive regulation and
supervision by federal and state regulatory agencies. Under this regulatory framework, regulatory agencies have broad
authority in carrying out their supervisory, examination and enforcement responsibilities to address compliance with
applicable laws and regulations, including laws and regulations relating to capital adequacy, asset quality, liquidity
and risk management, as well as laws and regulations governing consumer protection, fair lending, privacy,
information security and anti-money laundering and anti-terrorism laws, among other aspects of the Corporation’s
business.

Federal and state legislatures and regulatory agencies continually review banking and other laws, regulations and
policies for possible changes. Changes in federal or state laws, regulations or governmental policies, including income
tax laws, affecting the Corporation and its business, and the effects of such changes, are difficult to predict and may
produce unintended consequences. New laws, regulations or changes in the regulatory environment could limit the
types of financial services and products the Corporation may offer, alter demand for existing products and services,
increase the ability of non-banks to offer competing financial services and products, increase compliance burdens, or
otherwise adversely affect the Corporation’s business, results of operations or financial condition.

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 and
expectations. 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 with more
extensive resources.

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
BSA, the Patriot Act 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.

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. Federal and state banking agencies 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.
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In addition, in September 2016, the CFPB and the OCC entered into a consent order with a large national bank
alleging widespread improper sales practices, which prompted the federal bank regulatory agencies to conduct a
horizontal review of sales practices throughout the banking industry. The elevated attention likely will result in
continued additional regulatory scrutiny and regulation of incentive arrangements, which could adversely impact the
delivery of services and increase compliance costs.

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

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

Nonetheless, 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 BSA 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 (the “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, such as growth
through acquisition or branching to supplement organic growth 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.

While the Corporation believes that it has made significant progress in improving its BSA/AML Compliance
Program, there is no assurance as to how long the Consent Orders will remain in effect.

The Corporation's largest subsidiary, Fulton Bank, is expected to have had total assets of $10 billion or more for four
consecutive quarters as of March 31, 2017, which will subject it to additional regulation and increased supervision.
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The Dodd-Frank Act imposes additional regulatory requirements on institutions with $10 billion or more in assets.
The Corporation's largest bank subsidiary, Fulton Bank, had $10.7 billion in assets as of December 31, 2016, and had
assets of $10 billion or more as of the end of each of the previous two quarters. If Fulton Bank has assets of $10
billion or more as of March 31, 2017, it will become subject to the following:

•Supervion, 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 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.
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In addition, the Corporation’s other bank subsidiaries will also become subject to the supervision, examination and
enforcement jurisdiction by the CFPB with respect to consumer financial protection laws. See Item 1.
"Business-Supervision and Regulation."

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. As an
independent bureau funded by the FRB, the CFPB may impose requirements more severe than the previous bank
regulatory agencies. The CFPB has also been directed to write rules identifying practices or acts that are unfair,
deceptive or abusive in connection with any transaction with a consumer for a consumer financial product or service,
or the offering of a consumer financial product or service. The CFPB has initiated enforcement actions against a
variety of bank and non-bank market participants with respect to a number of consumer financial products and
services that has resulted in those participants expending significant time, money and resources to adjust to the
initiatives being pursued by the CFPB. These enforcement actions may serve as precedent for how the CFPB
interprets and enforces consumer protection laws, including practices or acts that are deemed to be unfair, deceptive or
abusive, with respect to all supervised institutions, which may result in the imposition of higher standards of
compliance with such laws. The concept of what may be considered to be an “abusive” practice is relatively new under
the law.

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 subject the Corporation’s bank subsidiaries to increased potential liability related to their
residential loan origination activities, as well as increase costs. See Item 1. "Business-Supervision and Regulation."

In May 2016, the CFPB issued a proposed rule that would prohibit banks from using a pre-dispute arbitration
agreement to block consumer class actions in court and would require banks to insert language into their arbitration
agreements reflecting this limitation. The proposed rule would also require banks that use pre-dispute arbitration
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agreements to submit certain records relating to arbitral proceedings to the CFPB. The proposed rule would generally
apply to contracts entered into more than 180 days after the effective date of any final rule. If adopted as proposed,
this rule could result in increased litigation and defense costs as plaintiff’s class action firms would feel encouraged to
seek clients as class representatives for alleged consumer harm that otherwise would have been the subject to the
existing arbitration clauses in consumer contracts. This proposed rule, if adopted, and other CFPB regulations likely
will continue to increase the Corporation’s compliance expenses.

Fulton Bank and the Corporation’s other bank subsidiaries are expected to become (as of March 31, 2017) subject to
supervision and examination by the CFPB for compliance with the CFPB’s regulations and policies. The costs and
limitations related to this additional regulatory regimen have yet to be fully determined, however they could result in
material adverse effects on the Corporation’s profitability.
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The financial services industry, as well as the broader economy, may be subject to new legislation, regulation, and
government policy.
At this time, it is difficult to predict the legislative and regulatory changes that will result from the combination of a
new President of the United States and, for the first year since 2010, both Houses of Congress and the White House
have majority memberships from the same political party. In recent years, however, both the new President and senior
members of the House of Representatives have advocated for significant reduction of financial services regulation, to
include amendments to the Dodd-Frank Act and structural changes to the CFPB, and consideration of significant
changes to the federal income tax code. In addition, the new Administration and Congress may cause broader
economic changes due to changes in governing ideology and governing style. New appointments to the Board of
Governors of the Federal Reserve could affect monetary policy and interest rates, and changes in fiscal policy could
affect broader patterns of trade and economic growth. Future legislation, regulation, and government policy could
affect the banking industry as a whole, including the Corporation’s business and results of operations, in ways that are
difficult to predict. In addition, the Corporation’s results of operations could also be adversely affected by changes in
the way in which existing statutes and regulations are interpreted or applied by courts and government agencies.

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. For example, the Corporation is cooperating with the U.S. Department of Justice in an
investigation regarding potential violations of the fair lending laws by Fulton Bank, Fulton Bank of New Jersey, The
Columbia Bank and Lafayette Ambassador Bank due to potential lending discrimination on the basis of race and
national origin. Like other large financial institutions, the Corporation is 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 the outcomes
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