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UNITED STATES SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K
Annual Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the fiscal year ended December 31, 2013

Commission file number 001-31940

F.N.B. CORPORATION

(Exact name of registrant as specified in its charter)

Florida 25-1255406
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)
One F.N.B. Boulevard, Hermitage, PA 16148
(Address of principal executive offices) (Zip Code)
Registrant s telephone number, including area code: 724-981-6000

Securities registered pursuant to Section 12(b) of the Act:

Title of Each Class Name of Exchange on which Registered
Common Stock, par value $0.01 per share New York Stock Exchange
Depositary Shares each representing a 1/40™ interest in a New York Stock Exchange

share of Fixed-to-Floating Rate Non-Cumulative Perpetual

Preferred Stock, Series E, par value $0.01 per share
Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes x No ~

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Exchange
Act. Yes © No x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its Web site, if any, every Interactive Data File
required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for
such shorter period that the registrant was required to submit and post such files). Yes x No ~

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of the registrant s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K.
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See definitions of large accelerated filer,  accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.

Large Accelerated Filer x Accelerated Filer ~ Non-accelerated Filer ~ Smaller Reporting Company ~
(Do not check if a smaller reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes © No x

The aggregate market value of the registrant s outstanding voting common stock held by non-affiliates on June 30, 2013, determined using a per
share closing price on that date of $12.08, as quoted on the New York Stock Exchange, was $1,663,448,797.

As of February 18, 2014, the registrant had outstanding 165,681,400 shares of common stock.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of F.N.B. Corporation s definitive proxy statement to be filed pursuant to Regulation 14A for the Annual Meeting of Stockholders to be
held on May 21, 2014 are incorporated by reference into Part III, Items 10, 11, 12, 13 and 14, of this Annual Report on Form 10-K. F.N.B.
Corporation will file its definitive proxy statement with the Securities and Exchange Commission on or before April 15, 2014.
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Forward-Looking Statements: From time to time F.N.B. Corporation (the Corporation) has made and may continue to make written or oral
forward-looking statements with respect to the Corporation s outlook or expectations for earnings, revenues, expenses, capital levels, asset
quality or other future financial or business performance, strategies or expectations, or the impact of legal, regulatory or supervisory matters on
the Corporation s business operations or performance. This Annual Report on Form 10-K (the Report) also includes forward-looking
statements. See Cautionary Statement Regarding Forward-Looking Information in Item 7 of this Report.

ITEM 1. BUSINESS
Overview

The Corporation was formed in 1974 as a bank holding company. In 2000, the Corporation elected to become and remains a financial holding
company under the Gramm-Leach-Bliley Act of 1999 (GLB Act). The Corporation has four reportable business segments: Community Banking,
Wealth Management, Insurance and Consumer Finance. As of December 31, 2013, the Corporation had 266 Community Banking offices in
Pennsylvania, Ohio, Maryland and West Virginia and 72 Consumer Finance offices in Pennsylvania, Ohio, Tennessee and Kentucky.

The Corporation, through its subsidiaries, provides a full range of financial services, principally to consumers and small- to medium-sized
businesses in its market areas. The Corporation s business strategy focuses primarily on providing quality, community-based financial services
adapted to the needs of each of the markets it serves. The Corporation seeks to maintain its community orientation by providing local
management with certain autonomy in decision making, enabling them to respond to customer requests more quickly and to concentrate on
transactions within their market areas. However, while the Corporation seeks to preserve some decision making at a local level, it has centralized
legal, loan review and underwriting, accounting, investment, audit, loan operations, deposit operations and data processing functions. The
centralization of these processes enables the Corporation to maintain consistent quality of these functions and to achieve certain economies of
scale.

As of December 31, 2013, the Corporation had total assets of $13.6 billion, loans of $9.5 billion and deposits of $10.2 billion. See Item 7,
Management s Discussion and Analysis of Financial Condition and Results of Operations, and Item 8, Financial Statements and Supplementary
Data, of this Report.

Mergers and Acquisitions

BCSB Bancorp, Inc.

On February 15, 2014, the Corporation completed its acquisition of BCSB Bancorp, Inc. (BCSB), a bank holding company based in Baltimore,
Maryland. As of December 31, 2013, BCSB had $605.9 million in assets, $326.3 million in loans and $531.6 million in deposits. The acquisition

was valued at $81.2 million and resulted in the Corporation issuing 6,730,597 shares of its common stock in exchange for 3,235,961 shares of
BCSB common stock.

PVF Capital Corp.

On October 12, 2013, the Corporation completed its acquisition of PVF Capital Corp. (PVF), a savings and loan holding company based in
Solon, Ohio. On the acquisition date, the estimated fair values of PVF included $738.5 million in assets, $512.6 million in loans and $627.0
million in deposits. The acquisition was valued at $110.3 million and resulted in the Corporation issuing 8,893,598 shares of its common stock
in exchange for 26,119,398 shares of PVF common stock.
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Annapolis Bancorp, Inc.

On April 6, 2013, the Corporation completed its acquisition of Annapolis Bancorp, Inc. (ANNB), a bank holding company based in Annapolis,
Maryland. On the acquisition date, the fair values of ANNB included $430.2 million in assets, $256.2 million in loans and $349.4 million in
deposits. The acquisition was valued at $56.3 million and resulted in the Corporation issuing 4,641,412 shares of its common stock in exchange
for 4,060,802 shares of ANNB common stock. Additionally, the Corporation paid $0.6 million, or $0.15 per share, to the holders of ANNB
common stock as cash consideration due to the collection of a certain loan, as designated in the merger agreement.

Parkvale Financial Corporation

On January 1, 2012, the Corporation completed its acquisition of Parkvale Financial Corporation (Parkvale), a unitary savings and loan holding
company based in Monroeville, Pennsylvania. On the acquisition date, the fair values of Parkvale included $1.7 billion in assets, $919.5 million
in loans and $1.5 billion in deposits. The acquisition was valued at $140.9 million and resulted in the Corporation issuing 12,159,312 shares of

its common stock in exchange for 5,582,846 shares of Parkvale common stock.

For more detailed information concerning these acquisitions, see the Mergers and Acquisitions footnote in the Notes to Consolidated Financial
Statements, which is included in Item 8 of this Report.

Securities Offerings

On November 1, 2013, the Corporation closed the public offering of 4,000,000 depositary shares pursuant to an Underwriting Agreement, dated
October 29, 2013, between the Corporation and Keefe, Bruyette & Woods, Inc. and RBC Capital Markets, LLC, as representatives for the
underwriters listed therein. The Corporation additionally granted the underwriters an option to purchase up to an additional 600,000 depositary
shares. The underwriters exercised their option and purchased 435,080 additional depositary shares, the sale of which closed on November 14,
2013. Each Depositary Share represents a 1/40th interest in a share of the Corporation s Fixed-to-Floating Rate Non-Cumulative Perpetual
Preferred Stock, Series E (Series E Preferred Stock), with a liquidation preference of $1,000 per share (equivalent to $25 per depositary share).
Dividends accrue and are payable on the liquidation amount of $1,000 per share of Series E Preferred Stock in arrears at 7.25% per annum only
when, as, and if declared by the Board of Directors of the Corporation and to the extent the Corporation has legally available funds to pay
dividends.

Also on November 1, 2013, the Corporation closed the public offering of 4,693,876 shares of its common stock pursuant to an Underwriting
Agreement, dated October 29, 2013, between the Corporation and J.P. Morgan Securities, LLC, Keefe, Bruyette & Woods, Inc. and RBC
Capital Markets, LLC, as representatives for the underwriters listed therein.

The Corporation received aggregate net proceeds of $161.3 million from these offerings and intends to use the proceeds to support future growth
opportunities and proactively position the Corporation for Basel III implementation. See the Government Supervision and Regulation Basel III
caption included in this section of this Report.

Business Segments

In addition to the following information relating to the Corporation s business segments, more detailed information is contained in the Business
Segments footnote in the Notes to Consolidated Financial Statements, which is included in Item 8 of this Report. As of December 31, 2013, the
Corporation had four business segments, with the largest being the Community Banking segment consisting of a regional community bank. The
Wealth Management segment consists of a trust company, a registered investment advisor and a subsidiary that offered broker-dealer services
through a third party networking arrangement with a non-affiliated licensed broker-dealer entity. The Insurance segment consists of an insurance
agency and a reinsurer. The Consumer Finance segment consists of a multi-state consumer finance company.

Table of Contents 5



Edgar Filing: FNB CORP/FL/ - Form 10-K

Table of Conten
Community Banking

The Corporation s Community Banking segment consists of First National Bank of Pennsylvania (FNBPA), which offers services traditionally
offered by full-service commercial banks, including commercial and individual demand, savings and time deposit accounts and commercial,
mortgage and individual installment loans.

The goals of Community Banking are to generate high-quality, profitable revenue growth through increased business with its current customers,
attract new customer relationships through FNBPA s current branches and expand into new and existing markets through de novo branch
openings, acquisitions and the establishment of loan production offices. The Corporation considers Community Banking an important source of
revenue opportunity through the cross-selling of products and services offered by the Corporation s other business segments.

As of December 31, 2013, the Corporation operated its Community Banking business through a network of 266 branches in Pennsylvania, Ohio,
Maryland and West Virginia. The Community Banking segment also has commercial real estate loans in Florida, which were originated from
2005 through 2009.

The lending philosophy of Community Banking is to establish high-quality customer relationships, while minimizing credit losses by following
strict credit approval standards (which include independent analysis of realizable collateral value), diversifying its loan portfolio by industry and
borrower and conducting ongoing review and management of the loan portfolio. Commercial loans are generally made to established businesses
within the geographic market areas served by Community Banking.

No material portion of the loans or deposits of Community Banking has been obtained from a single customer or small group of customers, and
the loss of any one customer s loans or deposits or a small group of customers loans or deposits by Community Banking would not have a
material adverse effect on the Community Banking segment or on the Corporation. The substantial majority of the loans and deposits have been
generated within the geographic market areas in which Community Banking operates.

Wealth Management

The Corporation s Wealth Management segment delivers wealth management services to individuals, corporations and retirement funds, as well
as existing customers of Community Banking, located primarily within the Corporation s geographic markets.

The Corporation s Wealth Management operations are conducted through three subsidiaries of FNBPA. First National Trust Company (FNTC)
provides a broad range of personal and corporate fiduciary services, including the administration of decedent and trust estates. As of

December 31, 2013, the fair value of trust assets under management was approximately $3.2 billion. FNTC is required to maintain certain
minimum capitalization levels in accordance with regulatory requirements. FNTC periodically measures its capital position to ensure all
minimum capitalization levels are maintained.

The Corporation s Wealth Management segment also includes two other subsidiaries. First National Investment Services Company, LLC (FNIS)
offers a broad array of investment products and services for customers of Wealth Management through a networking relationship with a
third-party licensed brokerage firm. F.N.B. Investment Advisors, Inc. (FNBIA), an investment advisor registered with the Securities and
Exchange Commission (SEC), offers customers of Wealth Management comprehensive investment programs featuring mutual funds, annuities,
stocks and bonds.

No material portion of the business of Wealth Management has been obtained from a single customer or small group of customers, and the loss
of any one customer s business or the business of a small group of customers by Wealth Management would not have a material adverse effect on
the Wealth Management segment or on the Corporation.
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The Corporation s Insurance segment operates principally through First National Insurance Agency, LLC (FNIA), which is a subsidiary of the
Corporation. FNIA is a full-service insurance brokerage agency offering numerous lines of commercial and personal insurance through major
carriers to businesses and individuals primarily within the Corporation s geographic markets. The goal of FNIA is to grow revenue through
cross-selling to existing clients of Community Banking and to gain new clients through its own channels.

The Corporation s Insurance segment also includes a reinsurance subsidiary, Penn-Ohio Life Insurance Company (Penn-Ohio). Penn-Ohio
underwrites, as a reinsurer, credit life and accident and health insurance sold by the Corporation s lending subsidiaries. Additionally, FNBPA
owns a direct subsidiary, First National Corporation, which offers title insurance products.

No material portion of the business of Insurance has been obtained from a single customer or small group of customers, and the loss of any one
customer s business or the business of a small group of customers by Insurance would not have a material adverse effect on the Insurance
segment or on the Corporation.

Consumer Finance

The Corporation s Consumer Finance segment operates through its subsidiary, Regency Finance Company (Regency), which is involved
principally in making personal installment loans to individuals and purchasing installment sales finance contracts from retail merchants. Such
activity is primarily funded through the sale of the Corporation s subordinated notes at Regency s branch offices. The Consumer Finance segment
operates in Pennsylvania, Ohio, Tennessee and Kentucky.

No material portion of the business of Consumer Finance has been obtained from a single customer or small group of customers, and the loss of
any one customer s business or the business of a small group of customers by Consumer Finance would not have a material adverse effect on the
Consumer Finance segment or on the Corporation.

Other

The Corporation also operates other non-banking subsidiaries. F.N.B. Capital Corporation, LLC (FNBCC), a merchant banking subsidiary,
offered mezzanine financing options for small- to medium-sized businesses that need financial assistance beyond the parameters of typical
commercial bank lending products. FNBCC has a 24.9% funding commitment in F.N.B. Capital Partners, L.P., a Small Business Investment
Company licensed by the U.S. Small Business Administration. F.N.B. Statutory Trust II, Omega Financial Capital Trust I and Sun Bancorp
Statutory Trust I issued trust preferred securities (TPS) to third-party investors. Regency Consumer Financial Services, Inc. and FNB Consumer
Financial Services, Inc. are the general partner and limited partner, respectively, of FNB Financial Services, LP, a company established to issue,
administer and repay the subordinated notes through which loans in the Consumer Finance segment are funded. Additionally, Bank Capital
Services, LLC, a subsidiary of FNBPA, offers commercial leasing services to customers in need of new or used equipment. Certain financial
information concerning these subsidiaries, along with the parent company and intercompany eliminations, are included in the Parent and Other
category in the Business Segments footnote in the Notes to Consolidated Financial Statements, which is included in Item 8 of this Report.

Market Area and Competition

The Corporation primarily operates in Pennsylvania, eastern Ohio, and northern West Virginia, which are areas with relatively stable markets
and modest growth. Additionally, the Corporation operates in higher growth markets in Maryland. In addition to Pennsylvania and Ohio, the
Corporation s Consumer Finance segment also operates in northern and central Tennessee and western and central Kentucky.
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The Corporation s subsidiaries compete for deposits, loans and financial services business with a large number of other financial institutions,
such as commercial banks, savings banks, savings and loan associations, credit life insurance companies, mortgage banking companies,

consumer finance companies, credit unions and commercial finance and leasing companies, many of which have greater resources than the
Corporation. In providing wealth and asset management services, as well as insurance brokerage services, the Corporation s subsidiaries compete
with many other financial services firms, brokerage firms, mutual fund complexes, investment management firms, trust and fiduciary service
providers and insurance agencies.

In Regency s market areas of Pennsylvania, Ohio, Tennessee and Kentucky, its active competitors include banks, credit unions and national,
regional and local consumer finance companies, some of which have substantially greater resources than that of Regency. The ready availability
of consumer credit through charge accounts and credit cards constitutes additional competition. In this market area, competition is based on the
rates of interest charged for loans, the rates of interest paid to obtain funds and the availability of customer services.

The ability to access and use technology is an increasingly important competitive factor in the financial services industry. Technology is not only
important with respect to delivery of financial services and protection of the security of customer information, but also in processing
information. The Corporation and each of its subsidiaries must continually make technological investments to remain competitive in the
financial services industry.

Underwriting
Commercial Loans

The Corporation s Credit Policy Manual requires, among other things, that all commercial loans be underwritten to document the borrower s
financial capacity to support the cash flow required to repay the loan. As part of this underwriting, the Corporation requires clear and concise
documentation of the borrower s ability to repay the loan based on current financial statements and/or tax returns, plus pro-forma financial
statements, as appropriate. Specific guidelines for loan terms and conditions are outlined in the Corporation s Credit Policy Manual. The
guidelines also detail the collateral requirements for various loan types. It is the Corporation s general practice to obtain personal guarantees,
supported by current personal financial statements and/or tax returns, to reduce the credit risk, as appropriate.

For loans secured by commercial real estate, the Corporation obtains current and independent appraisals from licensed or certified appraisers to
assess the value of the underlying collateral. The Corporation s general policy for commercial real estate loans is to limit the terms of the loans to
not more than 15 years and to have loan-to-value (LTV) ratios not exceeding 80% on owner-occupied and income producing properties. For
non-owner occupied commercial real estate loans, the loan terms are generally aligned with the property s lease terms, and in many instances,
these loans mature within 5 years. The Corporation s Credit Policy Manual also delineates similar guidelines for maximum terms and acceptable
advance rates for loans that are not secured by real estate.

Consumer Loans

The Corporation s revolving home equity lines of credit (HELOC) are generally variable rate loans underwritten based on fully indexed rates. For
home equity loans, the Corporation s policy is to generally require a LTV ratio not in excess of 85% and FICO scores of not less than 660. In
certain circumstances, the Corporation will extend credit to borrowers with a LTV over 85% on a limited and closely monitored basis. The
Corporation s underwriters evaluate a borrower s debt service capacity on all line of credit applications by utilizing an interest shock rate of 3%
over the prevailing variable interest rate at origination. The borrower s debt-to-income ratio must remain within the Corporation s guidelines
under the shock rate repayment formula. The Corporation has elected, with the onset of the qualified mortgage (QM) rules established by the
Consumer Financial Protection Bureau (CFPB) in 2014, to tightly limit the origination of non-QM loans.

Table of Contents 8



Edgar Filing: FNB CORP/FL/ - Form 10-K

Table of Conten

The Corporation s policy for its indirect installment loans, which third parties (primarily auto dealers) originate, is to require a minimum FICO
score of 640 for the borrower, the age of the vehicle not to exceed 7 years or 100,000 miles and an appropriate LTV ratio, not to exceed 115%
inclusive of back end added products, based on the year and make of the vehicle financed.

The Corporation structures its consumer loan products to meet the diverse credit needs of consumers in the Corporation s market for personal and
household purposes. These loan products are on a fixed amount or revolving basis depending on customer need and borrowing capacity. The
Corporation s loans and lines of credit attempt to balance borrower budgeting sensitivities with realistic repayment maturities within a philosophy
that encourages consumer financial responsibility, sound credit risk management and development of strong customer relationships.

The Corporation s consumer loan policies and procedures require prospective borrowers to provide appropriate and accurate financial
information that will enable the Corporation s loan underwriting personnel to make credit decisions. Specific information requirements vary
based on loan type, risk profile and secondary investor requirements where applicable. In all extensions of credit, however, the Corporation
insists on evidence of capacity as well as an independent credit report to assess the prospective borrower s willingness and ability to repay the
debt. If any information submitted by the prospective borrower raises reasonable doubts with respect to the willingness and ability of the
borrower to repay the loan, the Corporation denies the credit. The Corporation does not provide loans in which there is no verification of the
prospective borrower s income. The Corporation does not make interest-only or similar type residential mortgage loans.

The Corporation often takes collateral to support an extension of credit and to provide additional protection should the primary source of
repayment fail. Consequently, the Corporation limits unsecured extensions of credit in amount and only grants them to borrowers with adequate
capacity and above-average credit profiles. The Corporation expressly discourages unsecured credit lines for debt consolidation unless there is
compelling evidence that the borrower has sufficient liquidity and net worth to repay the loan from alternative sources in the event of income
disruption.

The Corporation generally obtains full independent appraisals of residential real estate collateral values on residential mortgage applications of
$100,000 and greater. The Corporation may use algorithm-based valuation models for residential mortgages under $100,000. The Corporation
recognizes the limitations as well as the benefits of these valuation products. The Corporation s policy is to be conservative in their use but fluid
and flexible in interpreting reasonable collateral values when obtained.

The Corporation monitors consumer loans with exceptions to its policy including, but not limited to, LTV ratios, FICO scores and
debt-to-income ratios. Management routinely evaluates the type, nature, trend and scope of these exceptions and reacts through policy changes,
lender counseling, adjustment of loan authorities and similar prerogatives to assure that the retail assets generated meet acceptable credit quality
standards. As an added precaution, the Corporation s risk management personnel conduct periodic reviews of loan files.

Regency Finance Company Loans

Regency originates three general types of loans: direct real estate, direct non-real estate and indirect sales finance. Regency has written policies
and procedures that it distributes to each Regency branch office defining underwriting, pricing and loan servicing guidelines. Regency issues
written credit authority limits based upon the individual loan underwriter s capability. On a monthly basis, Regency evaluates specific metrics
relating to Regency s origination and servicing of its loan portfolio. Regency also uses a quality control program to review, in an independent
manner, loan origination and servicing on a monthly basis to ensure adherence with compliance and credit criteria standards.

Regency evaluates each applicant for credit on an individual basis measuring attributes derived from the review of credit reports, income
verification and collateral, if applicable, with product-specific underwriting
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standards. Regency utilizes a prospective borrower s reported income to derive debt-to-income ratios that permit Regency to follow a
conservative approach in evaluating a potential borrower s ability to pay debt service.

Regency underwrites direct real estate loans utilizing a risk-based pricing matrix that evaluates the applicants by FICO score, credit criteria and
LTV ratio. First lien general LTV standards permit a maximum of 85% of appraised value. Regency does not offer variable rate real estate
secured loans. Regency does not offer unverified or no documentation loans.

Regency underwrites direct financing for automobile secured loans utilizing a risk-based pricing matrix that evaluates the applicants by FICO
score, credit criteria and advance rate as a percentage of the book value of the vehicle. Regency will only grant credit secured by an automobile
at the current (time of application) National Automobile Dealers Association Book retail price.

Regency generates indirect sales finance applications and subsequent loans through dealers that Regency approves for the purpose of the
customer s finance of a purchase such as furniture or windows. Regency grants credit in a similar manner as set forth above for direct real estate
loans. Pricing parameters are generally dealer and geographic specific. Regency underwrites direct non-real estate personal and secured loans
represented above with the exception that this product does not rely on FICO scores. Specific analysis of the applicant s credit report and income
verification are the principal elements of Regency s credit decision with respect to direct non-real estate personal and secured loans.

Employees

As of January 31, 2014, the Corporation and its subsidiaries had 2,655 full-time and 448 part-time employees. Management of the Corporation
considers its relationship with its employees to be satisfactory.

Government Supervision and Regulation

The following summary sets forth certain of the material elements of the regulatory framework applicable to bank holding companies and
financial holding companies and their banking subsidiaries and to companies engaged in securities and insurance activities and provides certain
specific information about the Corporation. The bank regulatory framework is intended primarily for the protection of depositors through the
federal deposit insurance guarantee, and not for the protection of security holders. Numerous laws and regulations govern the operations of
financial services institutions and their holding companies. In addition, certain of the Corporation s public disclosure, internal control
environment and corporate governance principles are subject to the Sarbanes-Oxley Act of 2002 (SOX), the Dodd-Frank Wall Street Reform and
Consumer Protection Act of 2010 (Dodd-Frank Act) and related regulations and rules of the SEC and the New York Stock Exchange, Inc.
(NYSE). To the extent that the following information describes statutory and regulatory provisions, it is qualified in its entirety by express
reference to each of the particular statutory and regulatory provisions. New laws or regulations or changes to existing laws and regulations
(including changes in interpretation or enforcement) could materially adversely affect the Corporation s financial condition or results of
operations. As a financial institution, to the extent that different regulatory systems impose overlapping or inconsistent requirements on the
conduct of the Corporation s business, it faces increased complexity and additional costs in its compliance efforts.

General

The Corporation is a legal entity separate and distinct from its subsidiaries. As a financial holding company and a bank holding company, the
Corporation is regulated under the Bank Holding Company Act of 1956, as amended (BHC Act), and is subject to regulation, inspection,
examination and supervision by the Board of Governors of the Federal Reserve System (FRB). The Corporation is also subject to regulation by
the SEC as a result of the Corporation s status as a public company and due to the nature of the business activities of certain of the Corporation s
subsidiaries. The Corporation s common stock is listed on the NYSE under the trading symbol FNB and the Corporation is subject to the listed
company rules of the NYSE.
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The FRB is the umbrella regulator of a financial holding company. In addition, a financial holding company s operating entities, such as its
subsidiary broker-dealers, investment managers, investment companies, insurance companies and banks, are subject to the jurisdiction of various
federal and state functional regulators.

The Corporation s subsidiary bank (FNBPA) and FNBPA s subsidiary trust company (FNTC) are organized as national banking associations,
which are subject to regulation, supervision and examination by the Office of the Comptroller of the Currency (OCC), which is a bureau of the
U.S. Department of the Treasury (UST). FNBPA is also subject to certain regulatory requirements of the Federal Deposit Insurance Corporation
(FDIC), the FRB and other federal and state regulatory agencies, including requirements to maintain reserves against deposits, capital
requirements, restrictions on the types and amounts of loans that may be granted and the interest that may be charged thereon, inter-affiliate
transactions, limitations on the types of investments that may be made, activities that may be engaged in and types of services that may be
offered. In addition to banking laws, regulations and regulatory agencies, the Corporation and its subsidiaries are subject to various other laws
and regulations and supervision and examination by other regulatory agencies, all of which directly or indirectly affect the operations and
management of the Corporation and its ability to make distributions to its stockholders. If the Corporation fails to comply with these or other
applicable laws and regulations, it may be subject to civil monetary penalties, imposition of cease and desist orders or other written directives,
removal of management and, in certain cases, criminal penalties.

Pursuant to the GLB Act, bank holding companies such as the Corporation that have qualified as financial holding companies because they are

well-capitalized and well managed have broad authority to engage in activities that are financial in nature or incidental to such financial activity,
including insurance underwriting and brokerage, merchant banking, securities underwriting, dealing and market-making; and such additional
activities as the FRB in consultation with the Secretary of the UST determines to be financial in nature, incidental thereto or complementary to a
financial activity. The GLB Act repealed or modified a number of significant statutory provisions, including those of the Glass-Steagall Act and
the BHC Act, which had previously restricted banking organizations ability to engage in certain types of business activities. As a result of the
GLB Act, a bank holding company may engage in those activities directly or through subsidiaries by qualifying as a financial holding company.
A financial holding company may engage directly or indirectly in activities considered financial in nature, either de novo or by acquisition,
provided the financial holding company continues such status and gives the FRB after-the-fact notice of the new activities. The GLB Act also
permits national banks, such as FNBPA, to engage in activities considered financial in nature through a financial subsidiary, subject to certain
conditions and limitations and with the approval of the OCC.

As a regulated financial holding company, the Corporation s relationships and good standing with its regulators are of fundamental importance to
the continuation and growth of the Corporation s businesses. The FRB, OCC, FDIC, CFPB and SEC have broad enforcement powers and
authority to approve, deny or refuse to act upon applications or notices of the Corporation or its subsidiaries to open new or close existing

offices, conduct new activities, acquire or divest businesses or assets or reconfigure existing operations. In addition, the Corporation, FNBPA

and FNTC are subject to examination by the various regulators, which results in examination reports (which are not publicly available) and
ratings that can impact the conduct and growth of the Corporation s businesses. These examinations consider not only safety and soundness
principles, but also compliance with applicable laws and regulations, including bank secrecy and anti-money laundering requirements, loan
quality and administration, capital levels, asset quality and risk management ability and performance, earnings, liquidity, consumer compliance,
community reinvestment and various other factors. An examination downgrade by any of the Corporation s federal bank regulators could
potentially result in the imposition of significant limitations on the activities and growth of the Corporation and its subsidiaries.

There are numerous laws, regulations and rules governing the activities of financial institutions, financial holding companies and bank holding
companies. The following discussion is general in nature and seeks to highlight some of the more significant of these regulatory requirements,
but does not purport to be complete or to describe all of the laws and regulations that apply to the Corporation and its subsidiaries.
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Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010

Implementation of the Dodd-Frank Act has had and will continue to have a broad impact on the financial services industry by introducing
significant regulatory and compliance changes including, among other things,

enhanced authority over troubled and failing banks and their holding companies;

increased capital and liquidity requirements;

increased regulatory examination fees;

increases to the assessments banks must pay the FDIC for federal deposit insurance; and

specific provisions designed to improve supervision and oversight of, and strengthening safety and soundness by imposing

restrictions and limitations on the scope and type of banking and financial activities.
In addition, the Dodd-Frank Act establishes a new framework for systemic risk oversight within the financial system that is enforced by new and
existing federal regulatory agencies and authorities, including the Financial Stability Oversight Council (FSOC), FRB, OCC, FDIC and CFPB.
The following description briefly summarizes certain impacts of the Dodd-Frank Act on the operations and activities, both currently and
prospectively, of the Corporation and its subsidiaries.

Deposit Insurance. The Dodd-Frank Act made permanent the $250,000 deposit insurance limit for insured deposits. Amendments to the
Federal Deposit Insurance Act also revised the assessment base against which an insured depository institution s deposit insurance premiums
paid to the FDIC s Deposit Insurance Fund (DIF) are calculated. Under the amendments, the FDIC assessment base is no longer the institution s
deposit base, but rather its average consolidated total assets less its average tangible equity. The Dodd-Frank Act also changed the minimum
designated reserve ratio of the DIF, increasing the minimum from 1.15% to 1.35% of the estimated amount of total insured deposits, and
eliminated the requirement that the FDIC pay dividends to depository institutions when the reserve ratio exceeds certain thresholds by

September 30, 2020. Several of these provisions have increased the FDIC deposit insurance premiums FNBPA pays.

Interest on Demand Deposits. The Dodd-Frank Act permits depository institutions to pay interest on demand deposits. In accordance
therewith, the Corporation pays interest on certain classes of commercial demand deposits.

Trust Preferred Securities. Pursuant to Section 619 of the Dodd-Frank Act (the Volcker Rule), the federal bank regulatory agencies issued an
interim final rule which permits banking entities with consolidated assets less than $15 billion to continue to retain interests in TPS as tier 1
capital provided the TPS was established, and interest issued prior to May 19, 2010, the banking entity reasonably believes the offering proceeds
received by the TPS were invested in certain qualifying TPS collateral and the banking entity s interest in the TPS was acquired prior to
December 31, 2013. In addition, the interim final rules provide that for banking entities with $15 billion or more in consolidated assets TPS will,
on a phased-out basis, no longer qualify as tier 1 capital after January 1, 2016.

The Consumer Financial Protection Bureau. The Dodd-Frank Act created a new, independent CFPB within the FRB. The CFPB s
responsibility is to establish, implement and enforce rules and regulations under certain federal consumer protection laws with respect to the
conduct of both bank and non-bank providers of certain consumer financial products and services. The CFPB has rulemaking authority over
many of the statutes that govern products and services banks offer to consumers. The CFPB has authority to prevent unfair, deceptive or abusive
practices in connection with the offering of consumer financial products. In addition, the Dodd-Frank Act permits states to adopt consumer
protection laws and regulations that are more stringent than those regulations promulgated by the CFPB, and state attorneys general will have the
authority to enforce consumer protection rules that the CFPB adopts against state-chartered institutions and, with respect to certain
non-preempted laws, national banks. Compliance with any such new regulations established by the CFPB and/or states could reduce the
Corporation s revenue, increase its cost of operations, and could limit its ability to expand into certain products and services.

11

Table of Contents 12



Edgar Filing: FNB CORP/FL/ - Form 10-K

Table of Conten

Debit Card Interchange Fees. On June 29, 2011, the FRB, pursuant to its authority under the Dodd-Frank Act, issued rules regarding
interchange fees charged for electronic debit transactions by payment card issuers having assets over $10 billion, adopting a per-transaction
interchange cap base of $0.21 plus a 5-basis point fraud loss adjustment per transaction. Following completion of the Corporation s acquisition of
Parkvale on January 1, 2012, the Corporation s assets exceeded the $10 billion threshold. As a result, the Corporation became subject to the new
rules regarding debit card interchange fees as of July 1, 2013. The Corporation s revenue earned from debit card interchange fees was $16.4
million for 2013, a decrease of $4.4 million from 2012. However, a July 31, 2013 ruling by the U.S. District Court of the District of Columbia in
NACS v. Board of Governors of the Federal Reserve System, No. 11-cv-02075, could have the effect of further reducing the cap base on debit
interchange fees. The court s decision, among other things, vacated the per-transaction interchange cap base of $0.21 established by the FRB.
The decision has been stayed pending an appeal that has been filed in the U.S. Court of Appeals for the District of Columbia Circuit. If the
District Court opinion is upheld, it could result in a significant reduction in the cap base below $0.21.

Increased Capital Standards and Enhanced Supervision. The Dodd-Frank Act requires the federal banking agencies to establish minimum
leverage and risk-based capital requirements and stress testing requirements for banks and bank and financial holding companies. These new
standards will be no less strict than existing regulatory capital and leverage standards applicable to insured depository institutions and may, in
fact, become higher once the agencies analyze the new standards. Compliance with heightened capital standards may reduce the Corporation s
ability to generate or originate revenue-producing assets and thereby restrict revenue generation from banking and non-banking operations.

Transactions with Affiliates. The Dodd-Frank Act enhances the requirements for certain transactions with affiliates under Sections 23A and
23B of the Federal Reserve Act, including an expansion of the definition of covered transactions to include the borrowing or lending of
securities or derivative transactions, and an increase in the amount of time for which collateral requirements regarding covered transactions must
be maintained.

Certain transactions (including loans and credit extensions from FNBPA) between FNBPA and the Corporation and/or its affiliates and
subsidiaries are subject to quantitative and qualitative limitations, collateral requirements, and other restrictions imposed by statute and FRB
regulation. Transactions subject to these restrictions are generally required to be made on an arm s-length basis. These restrictions generally do
not apply to transactions between FNBPA and its direct wholly-owned subsidiaries.

Transactions with Insiders. The Dodd-Frank Act expands insider transaction limitations through the strengthening of loan restrictions to
insiders and extending the types of transactions subject to the various requirements to include derivative transactions, repurchase agreements,
reverse repurchase agreements and securities lending and borrowing transactions. The Dodd-Frank Act also places restrictions on certain asset
sales to and from an insider of an institution, including requirements that such sales be on market terms and, in certain circumstances, receive the
approval of the institution s board of directors.

Enhanced Lending Limits. The Dodd-Frank Act strengthens the existing limits on a depository institution s credit exposure to one borrower.
Federal banking law currently limits a national bank s ability to extend credit to one person or group of related persons to an amount that does not
exceed certain thresholds. Among other things, the Dodd-Frank Act expands the scope of these restrictions to include credit exposure arising

from derivative transactions, repurchase agreements and securities lending and borrowing transactions.

Corporate Governance. 'The Dodd-Frank Act addresses many corporate governance and executive compensation matters that will affect most
U.S. publicly traded companies, including the Corporation. The Dodd-Frank Act:

grants shareholders of U.S. publicly traded companies an advisory vote on executive compensation;
enhances independence requirements for compensation committee members; and
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requires companies listed on national securities exchanges to adopt clawback policies for incentive-based compensation plans

applicable to executive officers.
Although many of the requirements the Dodd-Frank Act have been implemented there still remain a significant number of its requirements that
will be implemented over time. Given the uncertainty associated with the manner in which the federal banking agencies may implement the
provisions of the Dodd-Frank Act, the full extent of the impact such requirements may have on the Corporation s operations and the financial
services markets is unclear at this time. The changes resulting from the Dodd-Frank Act may impact the Corporation s profitability, require
changes to certain of the Corporation s business practices, including limitations on fee income opportunities, increased compliance costs,
imposition of more stringent capital, liquidity and leverage requirements upon the Corporation or otherwise adversely affect the Corporation s
business. These changes may also require the Corporation to continue to invest significant management attention and compliance, risk and audit
resources to evaluate and make any changes necessary to comply with new statutory and regulatory requirements. The Corporation cannot
predict what effect any presently contemplated or future changes in the laws or regulations or their interpretations would have on the
Corporation.

Capital and Operational Requirements

The FRB, OCC and FDIC issued substantially similar risk-based and leverage capital guidelines applicable to U.S. banking organizations. In
addition, these regulatory agencies may from time to time require that a banking organization maintain capital above the minimum levels, due to
its financial condition or actual or anticipated growth.

The FRB s risk-based guidelines are based on a three-tier capital framework. Tier 1 capital includes common stockholders equity and qualifying
preferred stock, less goodwill and other adjustments. Tier 2 capital consists of preferred stock not qualifying as tier 1 capital, mandatory
convertible debt, limited amounts of subordinated debt, other qualifying term debt and the allowance for loan losses of up to 1.25 percent of
risk-weighted assets. Tier 3 capital includes subordinated debt that is unsecured, fully paid, has an original maturity of at least two years, is not
redeemable before maturity without prior approval by the FRB and includes a lock-in clause precluding payment of either interest or principal if
the payment would cause the issuing bank s risk-based capital ratio to fall or remain below the required minimum.

The Corporation, like other bank holding companies, currently is required to maintain tier 1 capital and total capital (the sum of tier 1, tier 2 and
tier 3 capital) equal to at least 4.0% and 8.0%, respectively, of its total risk-weighted assets (including various off-balance sheet items).
Risk-based capital ratios are calculated by dividing tier 1 and total capital by risk-weighted assets. Assets and off-balance sheet exposures are
assigned to one of four categories of risk-weights, based primarily on relative credit risk. The risk-based capital standards are designed to make
regulatory capital requirements more sensitive to differences in credit and market risk profiles among banks and financial holding companies, to
account for off-balance sheet exposure, and to minimize disincentives for holding liquid assets. Assets and off-balance sheet items are assigned
to broad risk categories, each with appropriate weights. The resulting capital ratios represent capital as a percentage of total risk-weighted assets
and off-balance sheet items. At December 31, 2013, the Corporation s tier 1 and total capital ratios under these guidelines were 11.1% and
12.5%, respectively. At December 31, 2013, the Corporation had $74.0 million of capital securities that qualified as tier 1 capital and $27.6
million of subordinated debt that qualified as tier 2 capital.

In addition, the FRB has established minimum leverage ratio guidelines for bank holding companies. These guidelines currently provide for a
minimum ratio of tier 1 capital to average total assets, less goodwill and certain other intangible assets (the leverage ratio), of 3.0% for bank
holding companies that meet certain specified criteria, including the highest regulatory rating. All other bank holding companies generally are
required to maintain a leverage ratio of at least 4.0%. The guidelines also provide that bank holding companies experiencing internal growth or
making acquisitions will be expected to maintain strong capital positions substantially above the minimum supervisory levels without significant
reliance on intangible assets. Further, the
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FRB has indicated that it will consider a tangible tier 1 capital leverage ratio (deducting all intangibles) and all other indicators of capital
strength in evaluating proposals for expansion or new activities. The Corporation s leverage ratio at December 31, 2013 was 8.8%.

Increased Capital Standards and Enhanced Supervision

The Dodd-Frank Act imposes a series of more onerous capital requirements on financial companies and other companies, including swap dealers
and non-bank financial companies that are determined to be of systemic risk. Compliance with heightened capital standards may reduce the
Corporation s ability to generate or originate revenue-producing assets and thereby restrict revenue generation from banking and non-banking
operations.

The Dodd-Frank Act s new regulatory capital requirements are intended to ensure that financial institutions hold sufficient capital to absorb
losses during future periods of financial distress. The Dodd-Frank Act directs federal banking agencies to establish minimum leverage and
risk-based capital requirements on a consolidated basis for insured depository institutions, their holding companies and non-bank financial
companies that have been determined to be systemically significant by the FSOC.

The Dodd-Frank Act requires that, at a minimum, regulators apply to bank holding companies and other systemically significant non-bank
financial companies the same capital and risk standards that such regulators apply to banks insured by the FDIC. An important consequence of
this requirement is that hybrid capital instruments, such as TPS, will no longer be included in the definition of tier 1 capital. Tier 1 capital
includes common stock, retained earnings, certain types of preferred stock and TPS. Since TPS are not currently counted as tier 1 capital for
insured banks, the effect of the Dodd-Frank Act is that such securities will no longer be included as tier 1 capital for bank holding companies or
financial holding companies. Excluding TPS from tier 1 capital could significantly decrease regulatory capital levels of holding companies that
have traditionally relied on TPS to meet capital requirements. The Dodd-Frank Act capital requirements may force bank holding companies to
raise other forms of tier 1 capital, for example, by issuing perpetual non-cumulative preferred stock. Since common stock must typically
constitute at least 50 percent of tier 1 capital, many bank holding companies and systemically significant non-bank companies may consider
dilutive follow-on offerings of common stock, such as that executed by the Corporation in November 2013.

In order to ease the compliance burden associated with the new capital requirements, the Dodd-Frank Act provides a number of exceptions and
phase-in periods. For bank holding companies and systemically important non-bank financial companies, any regulatory capital deductions for
debt or equity issued before May 19, 2010 will be phased in incrementally from January 1, 2013 to January 1, 2016. The term regulatory capital
deductions refers to the exclusion of hybrid capital from tier 1 capital. The ultimate impact of these new capital and liquidity standards on the
Corporation cannot be determined at this time and will depend on a number of factors, including the treatment and implementation by the U.S.
banking regulators.

Basel 111

In July 2013, the FRB and the OCC published final rules to implement the Basel III capital framework and revise the framework for the
risk-weighting of assets under Basel 1. The Basel III rules, among other things, narrow the definition of regulatory capital and require the
phase-out of TPS from capital. When fully phased in on January 1, 2019, Basel III will require bank holding companies and their bank
subsidiaries to maintain substantially more capital, with a greater emphasis on common equity. Basel III also provides for a countercyclical
capital buffer, an additional capital requirement that generally is to be imposed when national regulators determine that excess aggregate credit
growth has become associated with a buildup of systemic risk, in order to absorb losses during periods of economic stress. Banking institutions
that maintain insufficient capital to comply with the capital conservation buffer will face constraints on dividends, equity repurchases and
compensation based on the amount of the shortfall. Additionally, the Basel III framework requires banks and bank holding companies to
measure their liquidity against specific liquidity tests, including a liquidity coverage ratio (LCR) designed to ensure that the banking entity
maintains a level of unencumbered high-quality liquid
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assets greater than or equal to the entity s expected net cash outflow for a 30-day time horizon under an acute liquidity stress scenario, and a net
stable funding ratio (NSFR) designed to promote more medium- and long-term funding based on the liquidity characteristics of the assets and
activities of banking entities over a one-year time horizon. In October 2013, the federal regulatory agencies proposed rules implementing the
LCR for the largest, most systemically important advanced approach U.S. financial institutions and a modified version of the LCR for smaller
U.S. banking institutions that are not advanced approach banking institutions but have at least $50 billion in total consolidated assets, neither of
which would apply to the Corporation or FNBPA. The federal regulatory agencies have not yet proposed rules to implement the NSFR.

The final rules revise federal regulatory agencies risk-based and leverage capital requirements and their method for calculating risk-weighted
assets to make them consistent with the Basel III framework. The final rules apply to all depository institutions, top-tier bank holding companies
with total consolidated assets of $500 million or more, and top-tier savings and loan holding companies ( banking organizations ). Among other
things, the proposed rules establish a new common equity tier 1 (CET1) minimum capital requirement (4.5% of risk-weighted assets) and a
higher minimum tier 1 capital requirement (from 4.0% to 6.0% of risk-weighted assets), and assign higher risk weightings (150%) to exposures
that are more than 90 days past due or are on nonaccrual status and certain commercial real estate facilities that finance the acquisition,
development or construction of real property.

When fully phased in, Basel III requires financial institutions to maintain: (a) as a newly adopted international standard, a minimum ratio of
CET]1 to risk-weighted assets of at least 4.5%, plus a 2.5% capital conservation buffer (which is added to the 4.5% CET1 ratio as that buffer is
phased in, effectively resulting in a minimum ratio of CET1 to risk-weighted assets of at least 7.0%); (b) a minimum ratio of tier 1 capital to
risk-weighted assets of at least 6.0%, plus the capital conservation buffer (which is added to the 6.0% tier 1 capital ratio as that buffer is phased
in, effectively resulting in a minimum tier 1 capital ratio of 8.5% upon full implementation); (c) a minimum ratio of total (that is, tier 1 plus tier
2) capital to risk-weighted assets of at least 8.0%, plus the capital conservation buffer (which is added to the 8.0% total capital ratio as that
buffer is phased in, effectively resulting in a minimum total capital ratio of 10.5% upon full implementation); and (d) as a newly adopted
international standard, a minimum leverage ratio of 3.0%, calculated as the ratio of tier 1 capital balance sheet exposures plus certain off-balance
sheet exposures (computed as the average for each quarter of the month-end ratios for the quarter). In addition, the proposed rules also limit a
banking organization s capital distributions and certain discretionary bonus payments if the banking organization does not hold a capital
conservation buffer .

Under the final rules, compliance is required beginning January 1, 2015, for most banking organizations, including the Corporation and FNBPA,
subject to a transition period for several aspects of the final rules, including the new minimum capital ratio requirements, the capital
conservation buffer and the regulatory capital adjustments and deductions. Requirements to maintain higher levels of capital could adversely
impact the Corporation s return on average equity. The Corporation is still in the process of assessing the impacts of these complex final rules;
however, management believes that the Corporation will continue to exceed all estimated well-capitalized regulatory requirements on a fully
phased-in basis. For further detail on capital and capital ratios see the Liquidity and Capital sections in Item 7, Management s Discussion and
Analysis of Financial Condition and Results of Operations, and the Regulatory Matters footnote in the Notes to Consolidated Financial
Statements, which is included in Item 8 of this Report.

Prompt Corrective Action

The Federal Deposit Insurance Corporation Improvement Act of 1991 (FDICIA), among other things, classifies insured depository institutions
into five capital categories (well-capitalized, adequately capitalized, undercapitalized, significantly undercapitalized and critically
undercapitalized) and requires the respective federal regulatory agencies to implement systems for prompt corrective action for insured
depository institutions that do not meet minimum capital requirements within such categories. FDICIA imposes progressively more restrictive
constraints on operations, management and capital distributions, depending on the
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category in which an institution is classified. Failure to meet the capital guidelines could also subject a banking institution to capital-raising
requirements, restrictions on its business and a variety of enforcement remedies, including the termination of deposit insurance by the FDIC, and

in certain circumstances the appointment of a conservator or receiver. An undercapitalized bank must develop a capital restoration plan and its
parent holding company must guarantee that bank s compliance with the plan. The liability of the parent holding company under any such
guarantee is limited to the lesser of five percent of the bank s assets at the time it became undercapitalized or the amount needed to comply with
the plan. Furthermore, in the event of the bankruptcy of the parent holding company, the obligation under such guarantee would take priority

over the parent s general unsecured creditors. In addition, FDICIA requires the various regulatory agencies to prescribe certain non-capital
standards for safety and soundness relating generally to operations and management, asset quality and executive compensation and permits
regulatory action against a financial institution that does not meet such standards.

The various regulatory agencies have adopted substantially similar regulations that define the five capital categories identified by FDICIA, using
the total risk-based capital, tier 1 risk-based capital and leverage capital ratios as the relevant capital measures. Such regulations establish
various degrees of corrective action to be taken when an institution is considered undercapitalized. Under the regulations, a well-capitalized
institution must have a tier 1 risk-based capital ratio of at least 6.0%, a total risk-based capital ratio of at least 10.0% and a leverage ratio of at
least 5.0% and not be subject to a capital directive order. Under these guidelines, FNBPA was considered well-capitalized as of December 31,
2013.

When determining the adequacy of an institution s capital, federal regulators must also take into consideration (a) concentrations of credit risk;
(b) interest rate risk (when the interest rate sensitivity of an institution s assets does not match the sensitivity of its liabilities or its off-balance
sheet position) and (c) risks from non-traditional activities, as well as an institution s ability to manage those risks. This evaluation is made as
part of the institution s regular safety and soundness examination. In addition, the Corporation, and any bank with significant trading activity,
must incorporate a measure for market risk in their regulatory capital calculations.

Expanded FDIC Powers Upon Insolvency of Insured Depository Institutions

The Dodd-Frank Act provides a mechanism for appointing the FDIC as receiver for a financial company if the failure of the company and its
liquidation under the Bankruptcy Code or other insolvency procedures would pose a significant risk to the financial stability of the U.S.

If appointed as receiver for a failing financial company for which a systemic risk determination has been made, the FDIC has broad authority
under the Dodd-Frank Act and the Orderly Liquidation Authority it created to operate or liquidate the business, sell the assets, and resolve the
liabilities of the company immediately after its appointment as receiver or as soon as conditions make this appropriate. This authority will enable
the FDIC to act immediately to sell assets of the company to another entity or, if that is not possible, to create a bridge financial company to
maintain critical functions as the entity is wound down. In receiverships of insured depository institutions, the ability to act quickly and
decisively has been found to reduce losses to creditors while maintaining key banking services for depositors and businesses. The FDIC will
similarly be able to act quickly in resolving non-bank financial companies under the Dodd-Frank Act.

On August 10, 2010, the FDIC created the new Office of Complex Financial Institutions to help implement its expanded responsibilities. Over
the course of 2011, the FDIC adopted five major rules for the implementation of its new receivership authority.

Subject to these new rules, if the FDIC is appointed the conservator or receiver of an insured depository institution upon its insolvency or in
certain other events, the FDIC has the power to:

transfer any of the depository institution s assets and liabilities to a new obligor without the approval of the depository
institution s creditors;
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enforce the terms of the depository institution s contracts pursuant to their terms; and
repudiate or disaffirm any contract or lease to which the depository institution is a party, the performance of which is determined
by the FDIC to be burdensome and the disaffirmation or repudiation of which is determined by the FDIC to promote the orderly
administration of the depository institution. Also, under applicable law, the claims of a receiver of an insured depository
institution for administrative expense and claims of holders of U.S. deposit liabilities (including the FDIC, as subrogee of the
depositors) have priority over the claims of other unsecured creditors of the institution in the event of the liquidation or other
resolution of the institution. As a result, whether or not the FDIC would ever seek to repudiate any obligations held by public
note holders, such persons would be treated differently from, and could receive, if anything, substantially less than the depositors
of the depository institution.

Interstate Banking

Under the BHC Act, bank holding companies, including those that are also financial holding companies, are required to obtain the prior approval
of the FRB (unless waived by the FRB) before acquiring more than five percent of any class of voting stock of any non-affiliated bank. Pursuant
to the Riegle-Neal Interstate Banking and Branching Efficiency Act of 1994 (Interstate Banking Act), a bank holding company may acquire
banks located in states other than its home state without regard to the permissibility of such acquisitions under state law, but subject to any state
requirement that the bank has been organized and operating for a minimum period of time, not to exceed five years, and the requirement that the
bank holding company, after the proposed acquisition, controls no more than 10 percent of the total amount of deposits of insured depository
institutions in the U.S. and no more than 30 percent or such lesser or greater amount set by state law of such deposits in that state.

The Dodd-Frank Act confers on state and national banks the ability to branch de novo into any state, provided that the law of that state permits a
bank chartered in that state to establish a branch at that same location.

Community Reinvestment Act

The Community Reinvestment Act of 1977 (CRA) requires depository institutions to assist in meeting the credit needs of their market areas
consistent with safe and sound banking practices. Under the CRA, each depository institution is required to help meet the credit needs of its
market areas by, among other things, providing credit to and investments in low- and moderate-income individuals and communities. Depository
institutions are periodically examined for compliance with the CRA and are assigned ratings. In order for a financial holding company to
commence any new activity permitted by the BHC Act, or to acquire any company engaged in any new activity permitted by the BHC Act, each
insured depository institution subsidiary of the financial holding company must have received a rating of at least satisfactory in its most recent
examination under the CRA. Furthermore, banking regulators take into account CRA ratings when considering approval of a proposed
transaction.

Financial Privacy

In accordance with the GLB Act, federal banking regulators adopted rules that limit the ability of banks and other financial institutions to
disclose non-public information about consumers to nonaffiliated third parties. These limitations require disclosure of privacy policies to
consumers and, in some circumstances, allow consumers to prevent disclosure of certain personal information to a nonaffiliated third party. The
privacy provisions of the GLB Act affect how consumer information is transmitted through diversified financial companies and conveyed to
outside vendors.

17

Table of Contents 18



Edgar Filing: FNB CORP/FL/ - Form 10-K

Table of Conten
Anti-Money Laundering Initiatives and the USA Patriot Act

A major focus of governmental policy on financial institutions in recent years has been aimed at combating money laundering and terrorist
financing. The USA Patriot Act of 2001 (USA Patriot Act) substantially broadened the scope of U.S. anti-money laundering laws and
regulations by imposing significant new compliance and due diligence obligations, creating new crimes and penalties and expanding the
extra-territorial jurisdiction of the U.S. The UST has issued a number of regulations that apply various requirements of the USA Patriot Act to
financial institutions such as FNBPA. These regulations require financial institutions to maintain appropriate policies, procedures and controls to
detect, prevent and report money laundering and terrorist financing and to verify the identity of their customers. Failure of a financial institution
to maintain and implement adequate programs to combat money laundering and terrorist financing, or to comply with all of the relevant laws or
regulations, could have serious legal and reputational consequences for the institution.

Office of Foreign Assets Control Regulation

The U.S. has instituted economic sanctions which affect transactions with designated foreign countries, nationals and others. These are typically
known as the OFAC rules because they are administered by the UST Office of Foreign Assets Control (OFAC). The OFAC-administered
sanctions target countries in various ways. Generally, however, they contain one or more of the following elements: (i) restrictions on trade with
or investment in a sanctioned country, including prohibitions against direct or indirect imports from and exports to a sanctioned country, and
prohibitions on  U.S. persons engaging in financial transactions which relate to investments in, or providing investment-related advice or
assistance to, a sanctioned country; and (ii) a blocking of assets in which the government or specially designated nationals of the sanctioned
country have an interest, by prohibiting transfers of property subject to U.S. jurisdiction (including property in the possession or control of U.S.
persons). Blocked assets (e.g., property and bank deposits) cannot be paid out, withdrawn, set off or transferred in any manner without a license
from OFAC. Failure to comply with these sanctions could have serious legal and reputational consequences for the institution.

Consumer Protection Statutes and Regulations

In addition to the consumer regulations that may be issued by the CFPB pursuant to its authority under the Dodd-Frank Act, FNBPA is subject
to various federal consumer protection statutes and regulations including the Truth in Lending Act, Truth in Savings Act, Equal Credit
Opportunity Act, Fair Housing Act, Real Estate Settlement Procedures Act and Home Mortgage Disclosure Act. Among other things, these acts:

require banks to disclose credit terms in meaningful and consistent ways;

prohibit discrimination against an applicant in any consumer or business credit transaction;

prohibit discrimination in housing-related lending activities;

require banks to collect and report applicant and borrower data regarding loans for home purchases or improvement projects;

require lenders to provide borrowers with information regarding the nature and cost of real estate settlements;

prohibit certain lending practices and limit escrow account amounts with respect to real estate transactions;

prescribe possible penalties for violations of the requirements of consumer protection statutes and regulations and

prohibit unfair and deceptive practices in connection with consumer loans.
In January 2013, the CFPB issued a series of final rules related to mortgage loan origination and mortgage loan servicing. In particular, on
January 10, 2013, the CFPB issued a final rule implementing the ability-to-repay and QM provisions of the Truth in Lending Act, as amended by
the Dodd-Frank Act (the QM Rule). The ability-to-repay provision requires creditors to make reasonable, good faith determinations that
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borrowers are able to repay their mortgages before extending the credit based on a number of factors and consideration of financial information

about the borrower from reasonably reliable third-party documents. Under the Dodd-Frank Act and the QM Rule, loans meeting the definition of
qualified mortgage are entitled to a presumption that the lender satisfied the ability-to-repay requirements. The presumption is a conclusive

presumption/safe harbor for prime loans meeting the QM requirements, and a rebuttable presumption for higher-priced/subprime loans meeting

the QM requirements. The definition of a qualified mortgage incorporates the statutory requirements, such as not allowing negative amortization

or terms longer than 30 years. The QM Rule also adds an explicit maximum 43% debt-to-income ratio for borrowers if the loan is to meet the

QM definition, though some mortgages that meet underwriting guidelines of U.S. government-sponsored entities, the Federal Housing

Administration and the U.S. Department of Veteran Affairs may, for a period not to exceed seven years, meet the QM definition without being

subject to the 43% debt-to-income limits. The QM Rule became effective January 10, 2014.

The Corporation is still evaluating the impact of the rules recently issued by the CFPB to determine if they will have any long-term impact on its
mortgage loan origination and servicing activities. Compliance with these rules will likely increase the Corporation s overall regulatory
compliance costs and decrease fee income opportunities.

Dividend Restrictions

The Corporation s primary source of funds for cash distributions to its stockholders, and funds used to pay principal and interest on its
indebtedness, is dividends received from FNBPA. FNBPA is subject to federal laws and regulations governing its ability to pay dividends to the
Corporation, including requirements to maintain capital above regulatory minimums. Under federal law, the amount of dividends that a national
bank, such as FNBPA, may pay in a calendar year is dependent on the amount of its net income for the current year combined with its retained
net income for the two preceding years. The OCC has the authority to prohibit the payment of dividends by a national bank if it determines such
payment would be an unsafe or unsound banking practice. In addition to dividends from FNBPA, other sources of parent company liquidity for
the Corporation include cash and short-term investments, as well as dividends and loan repayments from other subsidiaries.

In addition, the ability of the Corporation and FNBPA to pay dividends may be affected by the various minimum capital requirements and the
capital and non-capital standards established under FDICIA, as described above. The right of the Corporation, its stockholders and its creditors
to participate in any distribution of the assets or earnings of the Corporation s subsidiaries is further subject to the prior claims of creditors of the
respective subsidiaries.

Source of Strength

According to the Dodd-Frank Act and FRB policy, a financial or bank holding company is expected to act as a source of financial strength to

each of its subsidiary banks and to commit resources to support each such subsidiary. Consistent with the source of strength policy, the FRB has
stated that, as a matter of prudent banking, a bank or financial holding company generally should not maintain a rate of cash dividends unless its
net income has been sufficient to fully fund the dividends and the prospective rate of earnings retention appears to be consistent with the
Corporation s capital needs, asset quality and overall financial condition. This support may be required at times when the parent holding

company may not be able to provide such support. Similarly, under the cross-guarantee provisions of the Federal Deposit Insurance Act, in the
event of a loss suffered or anticipated by the FDIC either as a result of default of a banking subsidiary or related to FDIC assistance provided to

a subsidiary in danger of default, the other banks that are members of the FDIC may be assessed for the FDIC s loss, subject to certain

exceptions.

In addition, if FNBPA were no longer well-capitalized and well-managed within the meaning of the BHC Act and FRB rules (which take into
consideration capital ratios, examination ratings and other factors), the expedited processing of certain types of FRB applications would not be
available to the Corporation. Moreover,
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examination ratings of 3 or lower, unsatisfactory ratings, capital ratios below well-capitalized levels, regulatory concerns regarding management,
controls, assets, operations or other factors can all potentially result in the loss of financial holding company status, practical limitations on the

ability of a bank or bank (or financial) holding company to engage in new activities, grow, acquire new businesses, repurchase its stock or pay
dividends or continue to conduct existing activities.

Financial Holding Company Status and Activities

Under the BHC Act, an eligible bank holding company may elect to be a financial holding company and thereafter may engage in a range of
activities that are financial in nature and that were not previously permissible for banks and bank holding companies. The financial holding
company may engage directly or through a subsidiary in certain statutorily authorized activities (subject to certain restrictions and limitations
imposed by the Dodd-Frank Act). A financial holding company may also engage in any activity that has been determined by rule or order to be
financial in nature, incidental to such financial activity, or (with prior FRB approval) complementary to a financial activity and that does not
pose substantial risk to the safety and soundness of an institution or to the financial system generally. In addition to these activities, a financial
holding company may engage in those activities permissible for a bank holding company that has not elected to be treated as a financial holding
company.

For a bank holding company to be eligible for financial holding company status, all of its subsidiary U.S. depository institutions must be
well-capitalized and well-managed. The FRB generally must deny expanded authority to any bank holding company with a subsidiary insured

depository institution that received less than a satisfactory rating on its most recent CRA review as of the time it submits its request for financial

holding company status. If, after becoming a financial holding company and undertaking activities not permissible for a bank holding company

under the BHC Act, the company fails to continue to meet any of the requirements for financial holding company status, the company must enter

into an agreement with the FRB to comply with all applicable capital and management requirements. If the company does not return to

compliance within 180 days, the FRB may order the company to divest its subsidiary banks or the company may discontinue or divest

investments in companies engaged in activities permissible only for a bank holding company that has elected to be treated as a financial holding

company.

Activities and Acquisitions

The BHC Act requires a bank or financial holding company to obtain the prior approval of the FRB before:

the company may acquire direct or indirect ownership or control of any voting shares of any bank or savings and loan
association, if after such acquisition the bank holding company will directly or indirectly own or control more than five percent
of any class of voting securities of the institution;
any of the company s subsidiaries, other than a bank, may acquire all or substantially all of the assets of any bank or savings and
loan association; or
the company may merge or consolidate with any other bank or financial holding company.
The Interstate Banking Act generally permits bank holding companies to acquire banks in any state, and preempts all state laws restricting the
ownership by a holding company of banks in more than one state. The Interstate Banking Act also permits:

a bank to merge with an out-of-state bank and convert any offices into branches of the resulting bank;
a bank to acquire branches from an out-of-state bank; and
a bank to establish and operate de novo interstate branches whenever the host state permits de novo branching.

20

Table of Contents 21



Edgar Filing: FNB CORP/FL/ - Form 10-K

Table of Conten

Bank or financial holding companies and banks seeking to engage in transactions authorized by the Interstate Banking Act must be
well-capitalized and managed.

The Change in Bank Control Act prohibits a person, entity or group of persons or entities acting in concert, from acquiring control of a bank
holding company or bank unless the FRB has been given prior notice and has not objected to the transaction. Under FRB regulations, the
acquisition of 10% or more (but less than 25%) of the voting stock of a corporation would, under the circumstances set forth in the regulations,
create a rebuttable presumption of acquisition of control of the corporation.

Securities and Exchange Commission

The Corporation is also subject to regulation by the SEC by virtue of the Corporation s status as a public company and due to the nature of the
business activities of certain subsidiaries. The Dodd-Frank Act significantly expanded the SEC s jurisdiction over hedge funds, credit ratings
agencies and governance of public companies, among other areas, and enhanced the SEC s enforcement powers. Several of the provisions could
lead to significant changes in SEC enforcement practice and may have long-term implications for public companies, their officers and
employees, accountants, brokerage firms, investment advisers and persons associated with them. For example, these provisions (1) authorize
new rewards to and provide expanded protections of whistleblowers; (2) provide the SEC authority to impose substantial civil penalties on all
persons subject to cease-and-desist proceedings, not merely securities brokers, investment advisers and their associated persons; (3) broaden
standards for the imposition of secondary liability; (4) confer on the SEC extraterritorial jurisdiction over alleged fraud violations involving
conduct abroad and enhancing the ability of the SEC and the Public Company Accounting Oversight Board to inspect audit work by foreign
public accounting firms; and (5) expand the applicability of collateral bars.

SOX contains important requirements for public companies in the areas of financial disclosure and corporate governance. In accordance with
section 302(a) of SOX, written certifications by the Corporation s Chief Executive Officer (CEO) and Chief Financial Officer (CFO) are required
with respect to each of the Corporation s quarterly and annual reports filed with the SEC. These certifications attest that the applicable report
does not contain any untrue statement of a material fact. The Corporation also maintains a program designed to comply with Section 404 of

SOX, which includes identification of significant processes and accounts, documentation of the design of process and entity level controls and
testing of the operating effectiveness of key controls. See Item 9A, Controls and Procedures, of this Report for the Corporation s evaluation of its
disclosure controls and procedures.

FNBIA is registered with the SEC as an investment advisor and, therefore, is subject to the requirements of the Investment Advisers Act of 1940
and the SEC s regulations thereunder. The principal purpose of the regulations applicable to investment advisors is the protection of investment
advisory clients and the securities markets, rather than the protection of creditors and stockholders of investment advisors. The regulations
applicable to investment advisors cover all aspects of the investment advisory business, including limitations on the ability of investment
advisors to charge performance-based or non-refundable fees to clients, record-keeping, operating, marketing and reporting requirements,
disclosure requirements, limitations on principal transactions between an advisor or its affiliates and advisory clients, as well as other anti-fraud
prohibitions. The Corporation s investment advisory subsidiary also may be subject to certain state securities laws and regulations.

Additional legislation, changes in or new rules promulgated by the SEC and other federal and state regulatory authorities and self-regulatory
organizations or changes in the interpretation or enforcement of existing laws and rules, may directly affect the method of operation and
profitability of FNBIA. The profitability of FNBIA could also be affected by rules and regulations that impact the business and financial
communities in general, including changes to the laws governing taxation, antitrust regulation, homeland security and electronic commerce.
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Under various provisions of the federal and state securities laws, including in particular those applicable to broker-dealers, investment advisors
and registered investment companies and their service providers, a determination by a court or regulatory agency that certain violations have
occurred at a company or its affiliates can result in a limitation of permitted activities and disqualification to continue to conduct certain
activities.

FNBIA also may be required to conduct its business in a manner that complies with rules and regulations promulgated by the U.S. Department
of Labor under the Employee Retirement Income Security Act (ERISA), among others. The principal purpose of these regulations is the
protection of clients and plan assets and beneficiaries, rather than the protection of stockholders and creditors.

Consumer Finance Subsidiary

Regency is subject to regulation under Pennsylvania, Tennessee, Ohio and Kentucky state laws that require, among other things, that it maintain
licenses in effect for consumer finance operations for each of its offices. Representatives of the Pennsylvania Department of Banking, the

Tennessee Department of Financial Institutions, the Ohio Division of Financial Institutions and the Kentucky Department of Financial

Institutions periodically visit Regency s offices and conduct extensive examinations in order to determine compliance with such laws and
regulations. Additionally, the FRB, as umbrella regulator of the Corporation pursuant to the GLB Act, may conduct an examination of Regency s
offices or operations. Such examinations include a review of loans and the collateral therefor, as well as a check of the procedures employed for
making and collecting loans. Additionally, Regency is under the jurisdiction of the CFPB and is subject to certain federal consumer protection

laws that require that certain information relating to credit terms be disclosed to customers and, in certain instances, afford customers the right to
rescind transactions. The CFPB may also periodically visit Regency s offices and conduct extensive consumer protection examinations.

Insurance Agencies

FNIA is subject to licensing requirements and extensive regulation under the laws of the Commonwealth of Pennsylvania and the various states
in which FNIA conducts business. These laws and regulations are primarily for the benefit of policyholders. In all jurisdictions, the applicable
laws and regulations are subject to amendment or interpretation by regulatory authorities. Generally, those authorities are vested with relatively
broad discretion to grant, renew and revoke licenses and approvals and to implement regulations. Licenses may be denied or revoked for various
reasons, including for regulatory violations or upon conviction for certain crimes. Possible sanctions that may be imposed for violation of
regulations include the suspension of individual employees, limitations on engaging in a particular business for a specified period of time,
revocation of licenses, censures and fines.

Penn-Ohio is subject to examination by the Arizona Department of Insurance. Representatives of the Arizona Department of Insurance
periodically determine whether Penn-Ohio has maintained required reserves, established adequate deposits under a reinsurance agreement and
complied with reporting requirements under the applicable Arizona statutes.

Governmental Policies

The operations of the Corporation and its subsidiaries are affected not only by general economic conditions, but also by the policies of various
regulatory authorities. In particular, the FRB regulates monetary policy and interest rates in order to influence general economic conditions.
These policies have a significant influence on overall growth and distribution of loans, investments and deposits and affect interest rates charged
on loans or paid for deposits. FRB monetary policies have had a significant effect on the operating results of all financial institutions in the past
and may continue to do so in the future.
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Available Information

The Corporation makes available on its website at www.fnbcorporation.com, free of charge, its Annual Report on Form 10-K,

Quarterly Reports on Form 10-Q and Current Reports on Form 8-K (and amendments to any of the foregoing) as soon as reasonably
practicable after such reports are filed with or furnished to the SEC. Information on the Corporation s website is not incorporated by
reference into this document and should not be considered part of this Report. The Corporation s common stock is traded on the NYSE under the
symbol FNB .

ITEM 1A. RISK FACTORS

As a financial services organization, the Corporation takes on a certain amount of risk in every business decision and activity. For example,
every time FNBPA opens an account or approves a loan for a customer, processes a payment, hires a new employee, or implements a new
computer system, FNBPA and the Corporation incur a certain amount of risk. As an organization, the Corporation must balance revenue
generation and profitability with the risks associated with its business activities. The objective of risk management is not to eliminate risk, but to
identify and accept risk and then manage risk effectively so as to optimize total shareholder value.

The Corporation has identified six major categories of risk: credit risk, market risk, liquidity risk, reputational risk, operational risk and
regulatory compliance risk. The Corporation more fully describes credit risk, market risk and liquidity risk, and the programs the Corporation s
management has implemented to address these risks, in the Market Risk section of Management s Discussion and Analysis of Financial
Condition and Results of Operations , which is included in Item 7 of this Report. Reputational risk relates to a risk of loss resulting from damage
to a company s reputation, in lost revenue or destruction of shareholder value, even if the company is not found guilty of a crime. Operational
risk arises from inadequate information systems and technology, weak internal control systems or other failed internal processes or systems,
human error, fraud or external events. Regulatory compliance risk relates to each of the other five major categories of risk listed above, but
specifically addresses internal control failures that result in non-compliance with laws, rules, regulations, safety and soundness or ethical
standards.

The following discussion highlights specific risks that could affect the Corporation and its businesses. You should carefully consider each of the
following risks and all of the other information set forth in this Report. Based on the information currently known, the Corporation believes that
the following information identifies the most significant risk factors affecting the Corporation. However, the risks and uncertainties the
Corporation faces are not limited to those described below. Additional risks and uncertainties not presently known or that the Corporation
currently believes to be immaterial may also adversely affect its business.

If any of the following risks and uncertainties develop into actual events or if the circumstances described in the risks and uncertainties occur or
continue to occur, these events or circumstances could have a material adverse effect on the Corporation s business, financial condition or results
of operations. These events could also have a negative effect on the trading price of the Corporation s securities.

The Corporation s results of operations are significantly affected by the ability of its borrowers to repay their loans.

Lending money is an essential part of the banking business. However, for various reasons, borrowers do not always repay their loans. The risk of
non-payment is affected by:

credit risks of a particular borrower;

changes in economic and industry conditions;

the duration of the loan; and

in the case of a collateralized loan, uncertainties as to the future value of the collateral.

23

Table of Contents 24



Edgar Filing: FNB CORP/FL/ - Form 10-K

Table of Conten

Generally, commercial/industrial, construction and commercial real estate loans present a greater risk of non-payment by a borrower than other
types of loans. For additional information, see the Lending Activity section of Management s Discussion and Analysis of Financial Condition
and Results of Operations , which is included in Item 7 of this Report. In addition, consumer loans typically have shorter terms and lower
balances with higher yields compared to real estate mortgage loans, but generally carry higher risks of default. Consumer loan collections are
dependent on the borrower s continuing financial stability, and thus are more likely to be affected by adverse personal circumstances.
Furthermore, the application of various federal and state laws, including bankruptcy and insolvency laws, may limit the amount that can be
recovered on these loans.

The Corporation s financial condition may be adversely affected if it is unable to attract sufficient deposits to fund its anticipated loan growth.

The Corporation funds its loan growth primarily through deposits. Deposits are a low cost and stable source of funding for the Corporation.
However, the Corporation competes with banks and other financial services companies for deposits. To the extent that the Corporation is unable
to attract and maintain sufficient levels of deposits to fund its loan growth, it would be required to raise additional funds through public or
private financings. The Corporation can give no assurance that it would be able to obtain these funds on terms that are attractive to it.

The Corporation s financial condition and results of operations could be adversely affected if its allowance for loan losses is not sufficient to
absorb actual losses.

There is no precise method of predicting loan losses. The Corporation can give no assurance that its allowance for loan losses will be sufficient
to absorb actual loan losses. Excess loan losses could have a material adverse effect on the Corporation s financial condition and results of
operations. The Corporation attempts to maintain an adequate allowance for loan losses to provide for estimated losses inherent in its loan
portfolio as of the reporting date. The Corporation periodically determines the amount of its allowance for loan losses based upon consideration
of several quantitative and qualitative factors including, but not limited to, the following:

aregular review of the quality, mix and size of the overall loan portfolio;

historical loan loss experience;

evaluation of non-performing loans;

geographic or industry concentration;

assessment of economic conditions and their effects on the Corporation s existing portfolio; and

the amount and quality of collateral, including guarantees, securing loans.
The level of the allowance for loan losses reflects the judgment and estimates of management regarding the amount and timing of future cash
flows, current fair value of the underlying collateral and other qualitative risk factors that may affect the loan. Determination of the allowance is
inherently subjective and is based on factors that are susceptible to significant change. Continuing deterioration in economic conditions affecting
borrowers, new information regarding existing loans, identification of additional problem loans and other factors, both within and outside of the
Corporation s control, may require an increase in the allowance for loan losses. In addition, bank regulatory agencies periodically review the
Corporation s allowance and may require an increase in the provision for loan losses or the recognition of additional loan charge-offs, based on
judgments different from those of management. In addition, if charge-offs in future periods exceed the allowance for loan losses, the
Corporation will need additional provisions to increase the allowance. Any increases in the allowance will result in a decrease in net income and
capital and may have a material adverse effect on the Corporation s financial condition and results of operations. For additional discussion
relating to this matter, refer to the Allowance and Provision for Loan Losses section of Management s Discussion and Analysis of Financial
Condition and Results of Operations , which is included in Item 7 of this Report.
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The Corporation s results of operations may be adversely affected if asset valuations cause other-than-temporary impairment (OTTI) or
goodwill impairment charges.

The Corporation may be required to record future impairment charges on its investment securities if they suffer declines in value that are
considered other-than-temporary. Numerous factors, including lack of liquidity for re-sales of certain investment securities, absence of reliable
pricing information for investment securities, adverse changes in business climate, adverse actions by regulators, or unanticipated changes in the
competitive environment could have a negative effect on the Corporation s investment portfolio in future periods. Goodwill is assessed annually
for impairment and declines in value could result in a future non-cash charge to earnings. If an impairment charge is significant enough it could
affect the ability of FNBPA to pay dividends to the Corporation, which could have a material adverse effect on the Corporation s liquidity and its
ability to pay dividends to stockholders and could also negatively impact its regulatory capital ratios and result in FNBPA not being classified as
well-capitalized for regulatory purposes.

Interest rate volatility could significantly harm the Corporation s business.

The Corporation s results of operations are affected by the monetary and fiscal policies of the federal government. A significant component of the
Corporation s earnings consists of its net interest income, which is the difference between the income from interest-earning assets, such as loans
and investments, and the expense of interest-bearing liabilities, such as deposits and borrowings. A change in market interest rates could

adversely affect the Corporation s earnings if market interest rates change such that the interest the Corporation pays on deposits and borrowings
increase at a faster rate or decrease at a slower rate than the interest it collects on loans and investments. Consequently, the Corporation, along
with other financial institutions, generally will be sensitive to interest rate fluctuations.

Changes in economic conditions and the composition of the Corporation s loan portfolio could lead to higher loan charge-offs or an increase
in the Corporation s provision for loan losses and may reduce the Corporation s net income.

Changes in national and regional economic conditions continue to impact the loan portfolios of the Corporation. For example, an increase in
unemployment, a decrease in real estate values or changes in interest rates, as well as other factors, have weakened the economies of the
communities the Corporation serves. Weakness in the market areas served by the Corporation could depress its earnings and consequently its
financial condition because customers may not want or need the Corporation s products or services; borrowers may not be able to repay their
loans; the value of the collateral securing the Corporation s loans to borrowers may decline; and the quality of the Corporation s loan portfolio
may decline. Any of the latter three scenarios could require the Corporation to charge-off a higher percentage of its loans and/or increase its
provision for loan losses, which would reduce its net income.

The Corporation s business and financial performance is impacted significantly by market rates and changes in those rates. The monetary, tax
and other policies of governmental agencies, including the UST and the FRB, have a direct impact on interest rates and overall financial market
performance over which the Corporation and its subsidiary bank have no control and which may not be able to be predicted with reasonable
accuracy.

As a result of the high percentage of the Corporation s assets and liabilities that are in the form of interest-bearing or interest-related instruments,
changes in interest rates in the shape of the yield curve or in spreads between different market interest rates can have a material effect on its
business, profitability and the value of its financial assets and liabilities. Such scenarios may include the following:

Changes in interest rates or interest rate spreads can affect the difference between the interest that FNBPA can earn on assets and
the interest that FNBPA may pay on liabilities, which impacts FNBPA s overall net interest income and profitability;
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Such changes can affect the ability of borrowers to meet obligations under variable or adjustable rate loans and other debt

instruments and can, in turn, affect the Corporation s loss rates on those assets;

Such changes may decrease the demand for interest rate-based products or services, including bank loans and deposit products

and the Regency note program;

Such changes can also affect the Corporation s ability to hedge various forms of market and interest rate risks and may decrease

the profitability or increase the risk associated with such hedges; and

Movements in interest rates also affect mortgage repayment speeds and could result in impairments of mortgage servicing assets

or otherwise affect the profitability of such assets.
The monetary, tax and other policies of the U.S. Government and its agencies also have a significant impact on interest rates and overall
financial market performance. An important function of the FRB is to regulate the national supply of bank credit and certain interest rates. The
actions of the FRB influence the rates of interest that FNBPA may charge on loans and what FNBPA may pay on borrowings and
interest-bearing deposits and can also affect the value of the Corporation s and FNBPA s on-balance sheet and off-balance sheet financial
instruments. Principally, due to the impact of rates and by controlling access to direct funding from the Federal Reserve Banks, the FRB s
policies also influence to a significant extent, FNBPA s cost of funding. The Corporation cannot predict the nature or timing of future changes in
monetary, tax and other policies or the effects that they may have on FNBPA s and other affiliates activities and financial results.

The financial soundness of other financial institutions may adversely affect the Corporation, FNBPA and other affiliates.

Financial services institutions are interrelated as a result of trading, clearing, counterparty and other relationships. The Corporation, FNBPA and
other affiliates are exposed to many different industries and counterparties and they routinely execute transactions with counterparties in the
financial services industry, including brokers and dealers, commercial banks, investment banks and other institutional clients. Many of these
type transactions expose the Corporation, FNBPA and other affiliates to credit risk in the event of default of the counterparty or client. In
addition, FNBPA and other affiliates credit risks may be exacerbated when the collateral held by it cannot be realized upon or is liquidated at
prices that are not sufficient to recover the full amount of the loan or derivative exposure that it is due.

There may be risks resulting from the extensive use of models in the FNBPA s business.

FNBPA relies on quantitative models to measure risks and to estimate certain financial values. Models may be used in such processes as
determining the pricing of various products, assessing potential acquisition opportunities, for developing presentations made to market analysts
and others, creating loans and extending credit, measuring interest rate and other market risks, predicting losses, assessing capital adequacy,
capital stress testing and calculating regulatory capital levels, as well as to estimate the value of financial instruments and balance sheet items.
Poorly designed or implemented models present the risk that FNBPA s business decisions based on information incorporating models will be
adversely affected due to the inadequacy of such information. Also, information the Corporation provides to its shareholders, the public or to its
regulators based on poorly designed or implemented models could be inaccurate or misleading. Certain decisions that the regulators make,
including those related to capital distributions and dividends to the Corporation s shareholders, could be adversely affected due to the regulator s
perception that the quality of FNBPA s models used to generate the relevant information is insufficient.

The Corporation s asset valuation may include methodologies, estimations and assumptions that are subject to differing interpretations and
this, along with market factors such as volatility in one or more markets, could result in changes to asset valuations that may materially
adversely affect the Corporation s subsidiary bank s results of operations or financial condition.

The Corporation and FNBPA must use estimates, assumptions and judgments when assets and liabilities are measured and reported at fair value.
Assets and liabilities carried at fair value inherently result in a higher
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degree of financial statement volatility. Fair values and information used to record valuation adjustments for certain assets and liabilities are
based on quoted market prices and/or other observable inputs provided by independent third-party resources, when available. When such
third-party information is not available, the Corporation estimates fair value primarily by using cash flow and other financial modeling
techniques utilizing assumptions such as credit quality, liquidity, interest rates and other relative inputs. Changes in underlying factors or
assumptions in any of the areas underlying these estimates could materially impact the Corporation s future financial condition and results of
operations.

During periods of market disruption, including periods of significantly rising or high interest rates, rapidly widening credit spreads or illiquidity,
it may be more difficult to value certain assets if trading becomes less frequent and/or market data becomes less observable. There may be
certain asset classes that were historically in inactive markets with significant observable data that rapidly become illiquid due to market
volatility, a loss in market confidence or other factors. In such cases, valuations in certain asset classes may require more subjectivity and
management discretion; valuations may include inputs and assumptions that are less observable or require greater estimation. Further, rapidly
changing and unprecedented market conditions in any particular market (e.g., credit, equity, fixed income) could materially impact the valuation
of assets as reported within the Corporation s consolidated financial statements, and the period-to-period changes in value could vary
significantly.

The Corporation is subject to operational risk.

Like all businesses, the Corporation is subject to operational risk, which represents the risk of loss resulting from inadequate or failed internal
processes in its systems, human error and external events. Operational risk also encompasses technology, compliance and legal risk, which is the
risk of loss from violations of, or noncompliance with, rules, regulations, prescribed practices or ethical standards, as well as the risk of the
Corporation s and its subsidiary s noncompliance with contractual and other obligations. The Corporation is also exposed to operational risk
through its outsourcing arrangements, and the effect the changes in circumstances or capabilities of the Corporation s outsourcing vendors can
have on the Corporation s ability to continue to perform operational functions necessary to the Corporation s business. Although the Corporation
seeks to mitigate operational risks through a system of internal controls which the Corporation regularly reviews and updates, no system of
controls, however well designed and maintained, is infallible. Control weaknesses or failures or other operational risk could result in charges,
increased operational costs, harm to the Corporation s reputation or foregone business opportunities.

The Corporation s business may continue to be adversely affected by downturns in the national and local economies in which it operates.

The Corporation operates primarily in Pennsylvania, eastern Ohio, Maryland and northern West Virginia. Most of the Corporation s customers
are individuals and small- and medium-sized businesses which are dependent upon their regional economies. A further deterioration or minimal
improvement in economic conditions in the market areas the Corporation serves could result in the following consequences, any of which could
have a material adverse effect on the Corporation s business, financial condition and results of operations:

demand for the Corporation s loans, deposits and services may decline;

loan delinquencies, problem assets and foreclosures may increase;

weak economic conditions may continue to limit the demand for loans by creditworthy borrowers, limiting the Corporation s
capacity to leverage its retail deposits and maintain its net interest income;

collateral for the Corporation s loans may decline further in value; and

the amount of the Corporation s low-cost or non-interest bearing deposits may decrease.
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The Corporation could be adversely affected by changes in the law, especially changes in the regulation of the banking industry.

The Corporation and its subsidiaries operate in a highly regulated environment and are subject to supervision and regulation by several
governmental agencies, including the SEC, FRB, OCC, CFPB and FDIC. Regulations are generally intended to provide protection for
shareholders, depositors, borrowers and other customers rather than for investors. The Corporation is subject to changes in federal and state law,
regulations, governmental policies, tax laws and accounting principles. Changes in regulations or the regulatory environment could adversely
affect the banking and financial services industry as a whole and could limit the Corporation s growth and the return to investors by restricting
such activities as:

the payment of dividends;

mergers with or acquisitions of other institutions;

investments;

loans and interest rates;

assessments of fees, such as overdraft and electronic transfer interchange fees;

the provision of securities, insurance or trust services; and

the types of non-deposit activities in which the Corporation s financial institution subsidiaries may engage.
Under regulatory capital adequacy guidelines and other regulatory requirements, the Corporation and FNBPA must meet guidelines subject to
qualitative judgments by regulators about components, risk weightings and other factors. From time to time, the regulators implement changes to
those regulatory capital adequacy guidelines. Changes resulting from the Dodd-Frank Act and the regulatory accords on international banking
institutions formulated by the Basel Committee on banking supervision and implemented by the FRB, when fully phased in, will likely require
the Corporation to satisfy additional, more stringent and complex capital adequacy standards.

These changes to present capital and liquidity requirements could restrict the Corporation s activities and require it to maintain additional capital.
Compliance with heightened capital standards may reduce its ability to generate or originate revenue-producing assets and thereby restrict
revenue generation from banking and non-banking operations. If the Corporation fails to meet these minimum liquidity capital guidelines and
other regulatory requirements, its financial condition would be materially and adversely affected.

The Dodd-Frank Act effects fundamental changes in the regulation of the financial services industry, some of which may adversely affect the
Corporation s business.

The Dodd-Frank Act imposes new regulatory requirements and oversight over banks and other financial institutions in a number of ways, among
which are: (i) creating the CFPB to regulate consumer financial products and services sold by banks and non-banks, and to review their
compliance with federal consumer protection unfair and deceptive practice standards and fair lending laws; (ii) creating the FSOC to identify
and impose stronger regulatory oversight on large financial firms and to identify systemic risks; (iii) granting orderly liquidation authority to the
FDIC for the liquidation of financial corporations that pose a risk to the financial system of the U.S.; (iv) limiting debit card interchange fees;
(v) adopting certain changes to stockholder rights, including a stockholder say on pay vote on executive compensation; (vi) strengthening the
SEC s powers to regulate securities markets; (vii) regulating OTC derivative markets; (viii) making more loans subject to provisions for higher
cost loans, new disclosures, and certain other revisions; (ix) providing consumers a defense of set-off or recoupment in a foreclosure or
collection action if the lender violates the newly created reasonable ability to repay provision; (x) amending the Truth in Lending Act with
respect to mortgage originations, including originator compensation, disallowing mandatory arbitration, and prepayment considerations; (xi) the
Volcker Rule which, among other things, imposes restrictions on proprietary trading and investment activities of banks and bank holding
companies and restricts the sponsoring of hedge funds or private equity funds; and (xii) reform related to the regulation of credit rating agencies.
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Regulators are tasked with adopting regulations that implement and define the breadth and scope of the Dodd-Frank Act, many of which have
yet to be implemented. A number of the regulations that must be adopted under the Dodd-Frank Act have yet to be proposed, and it is difficult to
gauge the impact of certain provisions of the Dodd-Frank Act because so many important details related to the concepts adopted in the
Dodd-Frank Act were left within the sole discretion of the regulators. For example, the CFPB has the power to adopt new regulations, such as
the QM Rule, to protect consumers, which power it may exercise at its discretion so long as it advances the general concept of the protection of
consumers.

Consequently, the full impact of these regulations and other regulations to be adopted pursuant to the Dodd-Frank Act is unclear, but may impair
the Corporation s ability to meet all of the product needs of its customers, lead customers to seek financial solutions and products through
non-banking channels and adversely affect the Corporation s profits. Moreover, the increased regulatory scrutiny resulting from the Dodd-Frank
Act regulations will likely continue to increase the Corporation s cost of compliance, divert its resources and may adversely affect profits.

Among those regulations that have been proposed or adopted, the following may adversely affect the business of the Corporation:

limitations on debit card interchange fees may adversely affect its profits;

changing the methodology for calculating deposit insurance premium rates will become more complex, less

predictable and more pro-cyclical, adversely affecting its profits and diverting its resources;

changing the procedures for liquidation may adversely impact its credit ratings and adversely impact its liquidity, profits, and its

ability to fund itself;

increases in requirements for regulatory capital while eliminating certain sources of capital may adversely affect its profits;

the ability to pay interest on commercial demand deposit accounts may increase its interest expenses; and

uncertainty as to the types of activities which may be deemed unfair and deceptive practices which may impact fee income

opportunities.
These provisions may limit the types of products the Corporation is able to offer, the methods of offering them and prices at which they are
offered. They may also increase the cost of offering these products. These provisions likely will affect different financial institutions in different
ways, and therefore, may also affect the competitive landscape.

Increases in or required prepayments of FDIC insurance premiums may adversely affect the Corporation s earnings.

Since 2008, higher levels of bank failures have dramatically increased resolution costs of the FDIC and depleted its DIF. In addition, the FDIC
instituted temporary programs, some of which were made permanent by the Dodd-Frank Act, to further insure customer deposits at
FDIC-insured banks, which have placed additional stress on the DIF.

In order to maintain a strong funding position and restore reserve ratios of the DIF, the FDIC has increased assessment rates of insured
institutions. In addition, on November 12, 2009, the FDIC adopted a