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PART 1

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

The Corporation was formed in 1974 as a bank holding company. During 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, 2010, the Corporation had 223 Community Banking offices in
Pennsylvania and Ohio and 62 Consumer Finance offices in those states as well as 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 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, 2010, the Corporation had total assets of $9.0 billion, loans of $6.1 billion and deposits
of $6.6 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.

On January 9, 2009, the Corporation received a $100.0 million investment as part of its voluntary
participation in the United States Treasury Department’s (UST) Capital Purchase Program (CPP) implemented
pursuant to the Emergency Economic Stabilization Act (EESA) enacted on October 3, 2008.

On June 16, 2009, the Corporation completed a public offering of 24,150,000 shares of common stock at a
price of $5.50 per share, including 3,150,000 shares of common stock purchased by the underwriters pursuant to an
over-allotment option, which the underwriters exercised in full. The net proceeds of the offering after deducting
underwriting discounts and commissions and offering expenses were $125.8 million.

On September 9, 2009, the Corporation utilized a portion of the proceeds of its June 16, 2009 public
offering to redeem all of the Fixed Rate Cumulative Perpetual Preferred Stock, Series C (Series C Preferred Stock)
issued to the UST under the CPP implemented pursuant to the EESA. The Corporation paid $100.3 million to the
UST to redeem the Series C Preferred Stock issued by the Corporation in connection with its participation in the
CPP. This amount includes the original investment amount of $100.0 million plus accrued unpaid dividends of
approximately $0.3 million. In addition, as a condition of its participation in the CPP, the Corporation issued to the
UST a warrant to purchase up to 1,302,083 shares of the Corporation’s common stock. However, under the terms of
the CPP, the Corporation’s June 16, 2009 public offering automatically reduced the number of the Corporation’s
shares of common stock subject to the warrant by one-half to 651,042 shares. The warrant remains outstanding and
has an exercise price of $11.52 per share.



Business Segments

In addition to the following information relating to the Corporation’s business segments, 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, 2010, the Community Banking segment consisted of a regional
community bank. The Wealth Management segment, as of that date, consisted of a trust company, a registered
investment advisor and a subsidiary that offered broker-dealer services through a third party networking arrange-
ment with a non-affiliated licensed broker-dealer entity. The Insurance segment consisted of an insurance agency
and a reinsurer as of that date. The Consumer Finance segment consisted of a multi-state consumer finance
company as of that date.

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. Consistent with this strategy, on January 1, 2011, the Corporation
completed its acquisition of Comm Bancorp, Inc (CBI) and during 2008, the Corporation completed acquisitions of
Iron and Glass Bancorp, Inc. (IRGB) and Omega Financial Corporation (Omega). For information pertaining to
these acquisitions, see the Mergers and Acquisitions footnote in the Notes to Consolidated Financial Statements,
which is included in Item 8 of this Report. In addition, the Corporation considers Community Banking a
fundamental source of revenue opportunity through the cross-selling of products and services offered by the
Corporation’s other business segments.

As of December 31, 2010, the Corporation operates its Community Banking business through a network of
223 branches in Pennsylvania and Ohio. Community Banking also has two commercial loan offices in Florida with
the primary focus of managing the Florida loan portfolio originated in prior years.

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 comprehensive 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, 2010, the fair value of trust assets
under management was approximately $2.3 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 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. (Investment Advisors), 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.

Insurance

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 has seven other subsidiaries. F.N.B. Statutory Trust I, EN.B. Statutory Trust II,
Omega Financial Capital Trust I and Sun Bancorp Statutory Trust I issue 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.
F.N.B. Capital Corporation, LLC (FNBCC), a merchant banking subsidiary, offers mezzanine financing options for
small- to medium-sized businesses that need financial assistance beyond the parameters of typical commercial bank
lending products. 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 subsid-
iaries, 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 and northeastern Ohio. This area is served by several
major interstate highways and is located at the approximate midpoint between New York City and Chicago. The
primary market area served by the Corporation also extends to the Great Lakes shipping port of Erie, the
Pennsylvania state capital of Harrisburg and the Pittsburgh International Airport. The Corporation also has two
commercial loan offices in Florida. In addition to Pennsylvania and Ohio, the Corporation’s Consumer Finance
segment also operates in northern and central Tennessee and western and central Kentucky.

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 and merchant banking products
and services, the Corporation’s subsidiaries compete with many other financial services firms, brokerage firms,
mutual fund complexes, investment management firms, merchant and investment banking 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 protecting 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.

Mergers and Acquisitions

See the Mergers and Acquisitions footnote in the Notes to Consolidated Financial Statements, which is
included in Item 8 of this Report.

Employees

As of January 31, 2011, the Corporation and its subsidiaries had 2,241 full-time and 477 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 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. 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. A change in applicable statutes, regulations or regulatory policy may have a
material effect on the business of the Corporation.

Many aspects of the Corporation’s business are subject to rigorous regulation by the U.S. federal and state
regulatory agencies and securities exchanges and by non-government agencies or regulatory bodies. Certain of the
Corporation’s public disclosure, internal control environment and corporate governance principles are subject to the
Sarbanes-Oxley Act of 2002 (SOX) and related regulations and rules of the SEC and the New York Stock Exchange,
Inc. (NYSE). 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 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.

The Corporation’s subsidiary bank (FNBPA) and 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 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, 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.

As aresult of the GLB Act and subject to the restrictions and limitations imposed by the “Volcker Rule” of
the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 (Dodd-Frank Act) discussed below,
which repealed or modified a number of significant statutory provisions, including those of the Glass-Steagall Act
and the BHC Act which imposed restrictions on banking organizations’ ability to engage in certain types of business
activities, bank holding companies such as the Corporation now 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; real estate development; and such
additional activities as the FRB in consultation with the Secretary of the UST determines to be financial in nature
or incidental thereto. A bank holding company may engage in these 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
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 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 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 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 and various other factors, including, but not limited
to, community reinvestment. 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.

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, merchant banking
operations, investment companies, insurance companies and banks, are subject to the jurisdiction of various federal
and state “functional” regulators.

There are numerous laws, regulations and rules governing the activities of financial institutions 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.

Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010

On July 21, 2010, the Dodd-Frank Act became law. The Dodd-Frank Act will have a broad impact on the
financial services industry, including 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 will be enforced by new and existing federal regulatory agencies, including the Financial
Stability Oversight Council (FSOC), FRB, OCC, FDIC and the Consumer Financial Protection Bureau (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 makes permanent the $250,000 deposit insurance limit for
insured deposits. Amendments to the Federal Deposit Insurance Act also revise the assessment base against which
an insured depository institution’s deposit insurance premiums paid to the FDIC’s Deposit Insurance Fund (DIF)
will be calculated. Under the amendments, the FDIC assessment base will no longer be the institution’s deposit
base, but rather its average consolidated total assets less its average equity. The Dodd-Frank Act also changes 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 eliminating 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
may increase the FDIC deposit insurance premiums FNBPA pays.

Interest on Demand Deposits. The Dodd-Frank Act also provides that, effective one year after the date of
its enactment, depository institutions may pay interest on demand deposits. Although the Corporation has not
determined the ultimate impact of this aspect of the legislation, the Corporation expects interest costs associated
with demand deposits to increase.

Trust Preferred Securities. The Dodd-Frank Act prohibits bank holding companies from including in
their regulatory Tier 1 capital hybrid debt and equity securities issued on or after May 19, 2010. Among the hybrid
debt and equity securities included in this prohibition are TPS, which the Corporation has issued in the past in order
to raise additional Tier 1 capital and otherwise improve its regulatory capital ratios. Although the Corporation may
continue to include its existing TPS as Tier 1 capital, the prohibition on the use of these securities as Tier 1 capital
may limit the Corporation’s ability to raise capital in the future.

The Consumer Financial Protection Bureau. The Dodd-Frank Act creates 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 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. In addition, the Dodd-Frank Act permits states to adopt consumer protection
laws and regulations that are more stringent than those regulations the CFPB will promulgate and state attorneys
general will have the authority to enforce consumer protection rules the CFPB adopts against state-chartered
institutions and 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.

Debit Card Interchange Fees. The Dodd-Frank Act gives the FRB the authority to establish rules
regarding interchange fees charged for electronic debit transactions by payment card issuers having assets over
$10 billion and to enforce a new statutory requirement that such fees be reasonable and proportional to the actual
cost of a transaction to the issuer. While the Corporation is not subject to these rules so long as it does not have assets
in excess of $10 billion, the Corporation’s activities as a debit card issuer may nevertheless be indirectly impacted
by the change in the applicable debit card market caused by these regulations, which may lead the Corporation to
match any new lower fee structure implemented by larger financial institutions to remain competitive. Such lower
fees could impact the revenue the Corporation earns from debit interchange fees, which were equal to $15.2 million
for 2010. If the Corporation’s asset growth causes its total assets to exceed $10 billion, revenue earned from
interchange fees could decrease significantly.

Increased Capital Standards and Enhanced Supervision. The Dodd-Frank Act requires the federal
banking agencies to establish minimum leverage and risk-based capital requirements for banks and bank 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 promulgate 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 Section 23A and 23B of the Federal Reserve Act, including an expansion of the definition of
“covered transactions,” and an increase in the amount of time for which collateral requirements regarding covered
transactions must be maintained.

Transactions with Insiders. The Dodd-Frank Act expands insider transaction limitations through the
strengthening of loan restrictions to insiders and the expansion of the types of transactions subject to the various
limits, including 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. 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. It also will eventually
prohibit state-chartered banks from engaging in derivative transactions unless the state lending limit laws take into
account credit exposure to such 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:

e grants shareholders of U.S. publicly traded companies an advisory vote on executive compensation;

* enhances independence requirements for compensation committee members;

* requires companies listed on national securities exchanges to adopt clawback policies for incentive-
based compensation plans applicable to executive officers; and

e provides the SEC with authority to adopt proxy access rules that would allow shareholders of
publicly traded companies to nominate candidates for election as directors and require such
companies to include such nominees in its proxy materials.

The Dodd-Frank Act also restricts proprietary trading by banks, bank holding companies and others, and
their acquisition and retention of ownership interests in and sponsorship of hedge funds and private equity funds.
This restriction is common referred to as the “Volcker Rule.” There is an exception in the Volcker Rule to allow a
bank to organize and offer hedge funds and private equity funds to customers if certain conditions are met. These
conditions include, among others, requirements that the bank provides bona fide investment advisory services; the
funds are organized only in connection with such services and to customers of such services; the bank does not have
more than a de minimis interest in the funds, limited to a 3% ownership interest in any single fund and an aggregated
investment in all funds of 3% of tier 1 capital; the bank does not guarantee the obligations or performance of the
funds; and no director or employee of the bank has an ownership interest in the fund unless he or she provides
services directly to the funds. Further details on the scope of the Volcker Rule and its exceptions are expected to be
defined in regulations due to be issued later in 2011.

Many of the requirements the Dodd-Frank Act authorizes will be implemented over time and most will be
subject to implementing regulations over the course of several years. While the Corporation’s current assessment is
that the Dodd-Frank Act will not have a material effect on the Corporation, 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 opportu-
nities, impose 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 invest significant
management attention and resources to evaluate and make any changes necessary to comply with new statutory and
regulatory requirements. While 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, it does not believe that
these changes will have a material adverse effect on the Corporation.
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Capital and Operational Requirements

The FRB, OCC and FDIC issued substantially similar risk-based and leverage capital guidelines appli-
cable 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, 2010, the Corporation’s tier 1 and total capital ratios under these guidelines were
11.38% and 12.90%, respectively. At December 31, 2010, the Corporation had $199.0 million of capital securities
that qualified as tier 1 capital and $17.0 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 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,
2010 was 8.69%.

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 nonbank 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 nonbank financial companies
that have been determined to be systemically significant by the FSOC.
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The Dodd-Frank Act requires that, at a minimum, regulators apply to bank holding companies and other
systemically significant nonbank 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. Excluding TPS from tier 1 capital could significantly decrease regulatory capital levels of bank
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 nonbank companies may also be forced to
consider dilutive follow-on offerings of common stock.

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
nonbank 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.

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 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
atier I 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, 2010.

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
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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
like the Corporation 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 systemic financial company, 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. The FDIC is in the process of developing 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;

* 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 FNBPA.

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 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.
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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 establishment 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
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.

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 conse-
quences for the institution.
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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:

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

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

*  prohibit discrimination in housing-related lending activities;

e 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; and

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

On November 17, 2009, the FRB published a final rule amending Regulation E, which implements the
Electronic Fund Transfer Act. The final rule limits the ability of a financial institution to assess an overdraft fee for
paying automated teller machine transactions and one-time debit card transactions that overdraw a customer’s
account, unless the customer affirmatively consents, or opts in, to the institution’s payment of overdrafts for these
transactions.

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. FNBPA is subject to various regulatory
policies and requirements relating to the payment of dividends, including requirements to maintain capital above
regulatory minimums. Additionally, FNBPA requires prior approval of the OCC for the payment of a dividend if the
total of all dividends declared in a calendar year would exceed the total of its net income for the year combined with
its retained net income for the two preceding years. The appropriate federal regulatory agency may determine under
certain circumstances that the payment of dividends would be an unsafe or unsound practice and prohibit payment
thereof. 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 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 a bank holding company may not be able to provide such support. Similarly, under the cross-guarantee
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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 was 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,
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 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 Companies 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 holding company to obtain the prior approval of the FRB before it:

*  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;

e orany of its subsidiaries, other than a bank, may acquire all or substantially all of the assets of any
bank or savings and loan association; or

* may merge or consolidate with any other bank 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 bank holding company of banks in more than one state. The

Interstate Banking Act also permits:

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

Bank holding companies and banks seeking to engage in transactions authorized by the Interstate Banking
Act must be adequately 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 of a class of 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.

Transactions between FNBPA and its Affiliates and Subsidiaries

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 arms-length basis. These restrictions generally do not apply
to transactions between FNBPA and its direct wholly-owned subsidiaries.

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. To help implement this authority, the Dodd-Frank Act added several new weapons to the SEC’s
already substantial enforcement arsenal. Some of the provisions are clarifications (such as provisions assuring that
certain anti-manipulation provisions extend to all non-government securities) or simplify the enforcement process
(such as providing for nationwide service of process in civil actions). 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. These
provisions (1) authorize new rewards to and provide expanded protections of whistleblowers; (2) provide the SEC
authority to impose substantial administrative fines on all persons, 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 violations involving conduct abroad and enhancing the ability of
the SEC and the Public Company Accounting Oversight Board to regulate foreign private accounting firms and
(5) increase collateral consequences of securities law violations. The Dodd-Frank Act also contains a provision
which should help expedite the resolution of pending SEC enforcement investigations.

SOX contains important requirements for public companies in the area 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 the 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.

Investment Advisors 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
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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 Investment Advisors. The
profitability of Investment Advisors 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.

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 determi-
nation 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.

Investment Advisors is also subject to rules and regulations promulgated by the Financial Industry
Regulatory Authority (FINRA) and 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 the securities
markets, 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 Consumer Finance 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 subject to certain federal 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.

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, such 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 the violation of such regulations or the conviction of 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 on a triennial basis 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.
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Merchant Banking

FNBCC is subject to regulation and examination by the FRB as the “umbrella” regulator and is subject to
rules and regulations issued by FINRA and the SEC.

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 time and savings 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.

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 practicable after such reports are filed with or furnished to
the SEC. These reports are also available to stockholders, free of charge, upon written request to F.N.B.
Corporation, Attn: David B. Mogle, Corporate Secretary, One F.N.B. Boulevard, Hermitage, PA 16148. A fee
to cover the Corporation’s reproduction costs will be charged for any requested exhibits to these documents.
The public may read and copy the materials the Corporation files with the SEC at the SEC’s Public Reference
Room, located at 100 F Street, NE, Washington, D.C. 20549. The public may obtain information regarding the
operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. The public may also read and copy
the materials the Corporation files with the SEC by visiting the SEC’s website at www.sec.gov. 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 five major categories of risk: credit risk, market risk, liquidity risk,
operational risk and 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. 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.
Compliance risk relates to each of the other four major categories of risk listed above, but specifically addresses
internal control failures that result in non-compliance with laws, rules, regulations 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.
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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
affect on the Corporation’s business, financial condition or results of operations. These events could also have a
negative affect 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, borrowers do not always repay their
loans. The risk of non-payment is affected by:

e credit risks of a particular borrower;

* changes in economic and industry conditions;

e the duration of the loan; and

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

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 and results of operations would 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 appropriate 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:

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

e historical loan loss experience;

*  evaluation of non-performing loans;

e geographic concentration;

* assessment of economic conditions and their effects on the Corporation’s existing portfolio; and
e the amount and quality of collateral, including guarantees, securing loans.

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.

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
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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 may continue to be adversely affected by the downturn in Florida real estate markets.

Many Florida real estate markets, including the markets in Orlando, Sarasota and Tampa, where the
Corporation had operated loan production offices, continued to decline in value throughout 2009 and 2010 and may
continue to undergo further declines. During a period of prolonged general economic downturn in the Florida
market and even though FNBPA’s Florida loan portfolio comprises 3.2% of the Corporation’s total loan portfolio,
the Corporation may experience further increases in non-performing assets, net charge-offs and provisions for loan
losses.

The Corporation’s continued pace of growth may require it to raise additional capital in the future, but that
capital may not be available when it is needed.

The Corporation is required by federal and state regulatory authorities to maintain adequate levels of
capital to support its operations (see the Government Supervision and Regulation section included in Item 1 of this
Report). As a financial holding company, the Corporation seeks to maintain capital sufficient to meet the
“well-capitalized” standard set by regulators. The Corporation anticipates that its current capital resources will
satisfy its capital requirements for the foreseeable future. The Corporation may at some point, however, need to
raise additional capital to support continued growth, whether such growth occurs internally or through acquisitions.

The Corporation’s ability to raise additional capital, if needed, will depend on conditions in the capital
markets at that time, which are outside of the Corporation’s control, and on the Corporation’s financial perfor-
mance. Accordingly, there can be no assurance of the Corporation’s ability to expand its operations through internal
growth and acquisitions could be materially impaired. As such, the Corporation may be forced to delay raising
capital, issue shorter term securities than desired or bear an unattractive cost of capital, which could decrease
profitability and significantly reduce financial flexibility.

In the event current sources of liquidity, including internal sources, do not satisfy the Corporation’s needs,
the Corporation would be required to seek additional financing. The availability of additional financing will depend
on a variety of factors such as market conditions, the general availability of credit, the overall availability of credit to
the financial services industry, the Corporation’s credit ratings and credit capacity, as well as the possibility that
lenders could develop a negative perception of the Corporation’s long- or short-term financial prospects if the
Corporation incurs large credit losses or if the level of business activity decreases due to economic conditions.

The Corporation’s status as a holding company makes it dependent on dividends from its subsidiaries to meet
its financial obligations and pay dividends to stockholders.

The Corporation is a holding company and conducts almost all of its operations through its subsidiaries.
The Corporation does not have any significant assets other than cash and the stock of its subsidiaries. Accordingly,
the Corporation depends on dividends from its subsidiaries to meet its financial obligations and to pay dividends to
stockholders. The Corporation’s right to participate in any distribution of earnings or assets of its subsidiaries is
subject to the prior claims of creditors of such subsidiaries. Under federal law, FNBPA is limited in the amount of
dividends it may pay to the Corporation without prior regulatory approval. Also, bank regulators have the authority
to prohibit FNBPA from paying dividends if the bank regulators determine FNBPA is in an unsound or unsafe
condition or that the payment would be an unsafe and unsound banking practice.
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The Corporation’s results of operations may be adversely affected if asset valuations cause other-than-tempo-
rary impairment 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.

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 FRB, OCC and FDIC. Regulations
are generally intended to provide protection for 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:

e the payment of dividends;

* mergers with or acquisitions of other institutions;

* investments;

* loans and interest rates;

e fees assessed for consumer deposit accounts and electronic financial transactions;

e the provision of securities, insurance or trust services;

* the types of non-deposit activities in which the Corporation’s financial institution subsidiaries may
engage; and

* limit the type and scope of financial activities.

Adverse economic conditions in the Corporation’s market area may adversely impact its results of operations
and financial condition.

The substantial portion of the Corporation’s business is concentrated in Pennsylvania and eastern Ohio,
which over recent years has had slower growth than other areas of the United States. As a result, FNBPA’s loan
portfolio and results of operations may be adversely affected by factors that have a significant impact on the
economic conditions in this market area. The local economies of this market area have historically been less robust
than the economy of the nation as a whole and may not be subject to the same fluctuations as the national economy.
Adverse economic conditions in this market area, including the loss of certain significant employers, could reduce
its growth rate, affect its borrowers’ ability to repay their loans and generally affect the Corporation’s financial
condition and results of operations. Furthermore, a downturn in real estate values in FNBPA’s market area could
cause many of its loans to become inadequately collateralized.

The Corporation’s deposit insurance premiums could be substantially higher in the future which would have
an adverse effect on the Corporation’s future earnings.

The Dodd-Frank Act changed the assessment base for FDIC deposit insurance. The new assessment base
will be tied to total assets less tangible equity instead of deposit liabilities. The likely effect of this will be to increase
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assessment fees for institutions that rely more heavily on nondeposit funding sources. Many in the banking industry
believe that this change will increase assessment rates for large banks and lower assessment costs for smaller
community banks. In general, community banks usually derive the majority of their funding from deposits, so the
assessment rates for such institutions should not increase and could decrease. However, the higher assessments for
institutions that have relied on nondeposit sources of funding in the past could force these institutions to change
their funding models and more actively search for deposits. If this happens, it could drive up the costs to attain
deposits across the market, a situation that would negatively impact community banks like FNBPA.

The Dodd-Frank Act also changes the minimum reserve ratio for the FDIC DIF. The Dodd-Frank Act
increases the minimum reserve ratio to 1.35 percent of estimated insured deposits or the assessment base. On
December 15, 2010, the Board of Directors of the FDIC voted on a final rule to set the DIF’s designated reserve ratio
(DRR) at 2% of estimated insured deposits. The FDIC is required to offset the effect of the increased minimum
reserve ratio for banks with assets of less than $10 billion, so smaller community banks will be spared the cost of
funding the increase in the minimum reserve ratio. It is not clear how the FDIC will offset the effect of the increased
minimum reserve ratio for banks with assets of less than $10 billion. The FDIC could charge the same assessment
rates to both large and small banks until the DIF reaches the previous minimum reserve ratio of 1.15 percent and
then charge higher rates to larger banks to bring the ratio up to the new 1.35 percent threshold. It is likely that once
the DIF reaches the new minimum reserve ratio, banks of all sizes will be required to maintain the DIF above that
ratio. This could further increase the assessment rates of community banks like FNBPA in the future.

Due to the recent increases in the assessment rates, and the potential for additional increases, the
Corporation may be required to pay additional amounts to the DIF, which could have an adverse effect on the
Corporation’s earnings. If the deposit insurance premium assessment rate applicable to the Corporation increases
again, either because of its risk classification, because of emergency assessments, or because of another uniform
increase, the Corporation’s earnings could be further adversely impacted.

The Corporation’s information systems may experience an interruption or breach in security.

The Corporation relies heavily on communications and information systems to conduct its business. Any
failure, interruption or breach in security of these systems could result in failures or disruptions in the Corporation’s
customer relationship management, general ledger, deposit, loan and other systems. Although the Corporation has
policies and procedures designed to prevent or limit the effect of the failure, interruption or security breach of these
information systems, there can be no assurance that any such failures, interruptions or security breaches will not
occur or, if they do occur, that they will be adequately addressed. The occurrence of any failures, interruptions or
security breaches of the Corporation’s information systems could damage its reputation, result in a loss of customer
business, subject it to additional regulatory scrutiny, or expose it to civil litigation and possible financial liability,
any of which could have a material adverse effect on the Corporation’s financial condition and results of operations.

Certain provisions of the Corporation’s Articles of Incorporation and By-laws and Florida law may discourage
takeovers.

The Corporation’s Articles of Incorporation and By-laws contain certain anti-takeover provisions that may
discourage or may make more difficult or expensive a tender offer, change in control or takeover attempt that is
opposed by the Corporation’s Board of Directors. In particular, the Corporation’s Articles of Incorporation and By-
laws:

*  previously classified its Board of Directors into three classes, so that stockholders elected only one-
third of its Board of Directors each year. However, this classified structure will be phased out in May
2011;

e permit stockholders to remove directors only for cause;

e do not permit stockholders to take action except at an annual or special meeting of stockholders;

*  require stockholders to give the Corporation advance notice to nominate candidates for election to its
Board of Directors or to make stockholder proposals at a stockholders’ meeting;
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e permit the Corporation’s Board of Directors to issue, without stockholder approval unless otherwise
required by law, preferred stock with such terms as its Board of Directors may determine;

* require the vote of the holders of at least 75% of the Corporation’s voting shares for stockholder
amendments to its By-laws;

Under Florida law, the approval of a business combination with a stockholder owning 10% or more of the
voting shares of a corporation requires the vote of holders of at least two-thirds of the voting shares not owned by
such stockholder, unless the transaction is approved by a majority of the corporation’s disinterested directors. In
addition, Florida law generally provides that shares of a corporation that are acquired in excess of certain specified
thresholds will not possess any voting rights unless the voting rights are approved by a majority of the corporation’s
disinterested stockholders.

These provisions of the Corporation’s Articles of Incorporation and By-laws and of Florida law could
discourage potential acquisition proposals and could delay or prevent a change in control, even though a majority of
the Corporation’s stockholders may consider such proposals desirable. Such provisions could also make it more
difficult for third parties to remove and replace members of the Corporation’s Board of Directors. Moreover, these
provisions could diminish the opportunities for stockholders to participate in certain tender offers, including tender
offers at prices above the then-current market price of the Corporation’s common stock, and may also inhibit
increases in the trading price of the Corporation’s common stock that could result from takeover attempts.

The Corporation is exposed to risk of environmental liabilities with respect to properties to which it takes title.

Portions of the Corporation’s loan portfolio are secured by real property. In the ordinary course of its
business, the Corporation may own or foreclose and take title to real estate, and could be subject to environmental
liabilities with respect to these properties. The Corporation may be held liable to a governmental entity or to third
parties for property damage, personal injury, investigation and clean-up costs incurred by these parties in
connection with environmental contamination, or may be required to investigate or clean up hazardous or toxic
substances, or chemical releases at a property. The costs associated with investigation or remediation activities
could be substantial. In addition, as the owner or former owner of a contaminated site, the Corporation may be
subject to common law claims by third parties based on damages and costs resulting from environmental
contamination emanating from the property. If the Corporation ever becomes subject to significant environmental
liabilities, the Corporation’s business, financial condition, liquidity and results of operations could be materially
adversely affected.

The Corporation’s key assets include its brand and reputation and the Corporation’s business may be affected
by how it is perceived in the market place.

The Corporation’s brand and its attributes are key assets of the Corporation. The Corporation’s ability to
attract and retain banking, insurance, consumer finance, wealth management, merchant banking and corporate
clients is highly dependent upon the external perceptions of its level of service, trustworthiness, business practices
and financial condition. Negative perceptions or publicity regarding these matters could damage the Corporation’s
reputation among existing customers and corporate clients, which could make it difficult for the Corporation to
attract new clients and maintain existing ones. Adverse developments with respect to the financial services industry
may also, by association, negatively impact the Corporation’s reputation, or result in greater regulatory or
legislative scrutiny or litigation against the Corporation. Although the Corporation monitors developments for
areas of potential risk to its reputation and brand, negative perceptions or publicity could materially and adversely
affect the Corporation’s revenues and profitability.

ITEM 1B. UNRESOLVED STAFF COMMENTS

NONE.
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ITEM 2. PROPERTIES

The Corporation owns a six-story building in Hermitage, Pennsylvania that serves as its headquarters,
executive and administrative offices. It shares this facility with Community Banking and Wealth Management.
Additionally, the Corporation owns a two-story building in Hermitage, Pennsylvania that serves as its data
processing and technology center.

The Community Banking segment has 223 offices, located in 32 counties in Pennsylvania and four
counties in Ohio, of which 159 are owned and 64 are leased. Community Banking also leases its two commercial
loan offices. The Consumer Finance segment has 62 offices, located in 17 counties in Pennsylvania, 16 counties in
Tennessee, 14 counties in Ohio and 5 counties in Kentucky, of which one is owned and 61 are leased. The operating
leases for the Community Banking and Consumer Finance segments expire at various dates through the year 2030
and generally include options to renew. For additional information regarding the lease commitments, see the
Premises and Equipment footnote in the Notes to Consolidated Financial Statements, which is included in Item 8 of
this Report.

ITEM 3. LEGAL PROCEEDINGS

The Corporation and its subsidiaries are involved in various pending and threatened legal proceedings in
which claims for monetary damages and other relief are asserted. These actions include claims brought against the
Corporation and its subsidiaries where the Corporation or a subsidiary acted as one or more of the following: a
depository bank, lender, underwriter, fiduciary, financial advisor, broker or was engaged in other business activities.
Although the ultimate outcome for any asserted claim cannot be predicted with certainty, the Corporation believes
that it and its subsidiaries have valid defenses for all asserted claims. Reserves are established for legal claims when
losses associated with the claims are judged to be probable and the amount of the loss can be reasonably estimated.

Based on information currently available, advice of counsel, available insurance coverage and established
reserves, the Corporation does not anticipate, at the present time, that the aggregate liability, if any, arising out of
such legal proceedings will have a material adverse effect on the Corporation’s consolidated financial position.
However, the Corporation cannot determine whether or not any claims asserted against it will have a material
adverse effect on its consolidated results of operations in any future reporting period.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

NONE.
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EXECUTIVE OFFICERS OF THE REGISTRANT

The name, age and principal occupation for each of the executive officers of the Corporation as of
February 16, 2011 is set forth below:

Name Age Principal Occupation

Stephen J. Gurgovits 67 Chief Executive Officer of the Corporation;
Chairman of FNBPA

Vincent J. Calabrese 48 Chief Financial Officer of the Corporation;
Senior Vice President of FNBPA

Vincent J. Delie, Jr. 46 President of the Corporation;
Chief Executive Officer of FNBPA

Gary L. Guerrieri 50 Executive Vice President of FNBPA

Brian F. Lilly 53 Vice Chairman and Chief Operating Officer of the Corporation;
Chief Administrative Officer of FNBPA

Timothy G. Rubritz 56 Corporate Controller and Senior Vice President of the Corporation

John C. Williams, Jr. 64 President of FNBPA

There are no family relationships among any of the above executive officers, and there is no arrangement
or understanding between any of the above executive officers and any other person pursuant to which he was
selected as an officer. The executive officers are elected by and serve at the pleasure of the Corporation’s Board of
Directors, subject in certain cases to the terms of an employment agreement between the officer and the
Corporation.
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PART II.

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

The Corporation’s common stock is listed on the NYSE under the symbol “FNB.” The accompanying table
shows the range of high and low sales prices per share of the common stock as reported by the NYSE for 2010 and
2009. The table also shows dividends per share paid on the outstanding common stock during those periods. As of
January 31, 2011, there were 12,348 holders of record of the Corporation’s common stock.

Low High Dividends

Quarter Ended 2010

March 31 $6.65 $ 8.66 $0.12
June 30 7.84 9.75 0.12
September 30 7.53 8.90 0.12
December 31 8.10 10.28 0.12
Quarter Ended 2009

March 31 $5.14 $13.71 $0.12
June 30 5.74 9.31 0.12
September 30 5.86 8.07 0.12
December 31 6.32 7.45 0.12

The information required by this Item 5 with respect to securities authorized for issuance under equity
compensation plans is set forth in Part III, Item 12 of this Report.

The Corporation did not purchase any of its own equity securities during the fourth quarter of 2010.
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STOCK PERFORMANCE GRAPH
Comparison of Total Return on F.N.B. Corporation’s Common Stock with Certain Averages

The following five-year performance graph compares the cumulative total shareholder return (assuming
reinvestment of dividends) on the Corporation’s common stock (4) to the NASDAQ Bank Index (M) and the Russell
2000 Index (A). This stock performance graph assumes $100 was invested on December 31, 2005, and the
cumulative return is measured as of each subsequent fiscal year end.

F.N.B. Corporation Five-Year Stock Performance
Total Return, Including Stock and Cash Dividends

150

125

-
o
o

Index Value

~
(&3]

50

25 T T T T
12/31/2005 12/31/2006 12/31/2007 12/31/2008 12/31/2009 12/31/2010

—e—FNB Corp ——NASDAQ Bank Index —&— Russell 2000

28



ITEM 6. SELECTED FINANCIAL DATA
Dollars in thousands, except per share data

Year Ended December 31 2010 2009 2008 (1) 2007 2006
Total interest income $ 373,721 $ 388,218 $ 409,781 $ 368,890 $§ 342,422
Total interest expense 88,731 121,179 157,989 174,053 153,585
Net interest income 284,990 267,039 251,792 194,837 188,837
Provision for loan losses 47,323 66,802 72,371 12,693 10,412
Total non-interest income 115,972 105,482 86,115 81,609 79,275
Total non-interest expense 251,103 255,339 222,704 165,614 160,514
Net income 74,652 41,111 35,595 69,678 67,649
Net income available to common

stockholders 74,652 32,803 35,595 69,678 67,649
At Year-End
Total assets $8,959,915  $8,709,077 $8,364,811  $6,088,021  $6,007,592
Net loans 5,982,035 5,744,706 5,715,650 4,291,429 4,200,569
Deposits 6,646,143 6,380,223 6,054,623 4,397,684 4,372,842
Short-term borrowings 753,603 669,167 596,263 449,823 363,910
Long-term debt 192,058 324,877 490,250 481,366 519,890
Junior subordinated debt 204,036 204,711 205,386 151,031 151,031
Total stockholders’ equity 1,066,124 1,043,302 925,984 544,357 537,372
Per Common Share
Basic earnings per share $ 0.66 $ 032 $ 044  $ 1.16  $ 1.15
Diluted earnings per share 0.65 0.32 0.44 1.15 1.14
Cash dividends declared 0.48 0.48 0.96 0.95 0.94
Book value 9.29 9.14 10.32 8.99 8.90
Ratios
Return on average assets 0.84% 0.48% 0.46% 1.15% 1.15%
Return on average tangible assets 0.95 0.57 0.55 1.25 1.25
Return on average equity 7.06 3.87 4.20 12.89 13.15
Return on average tangible common

equity 16.02 8.74 10.63 26.23 26.30
Dividend payout ratio 74.02 149.50 219.91 82.45 81.84
Average equity to average assets 11.88 12.35 11.01 8.93 8.73
(1) During 2008, the Corporation completed acquisitions of Omega Financial Corporation and Iron and Glass Bancorp, Inc.
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QUARTERLY EARNINGS SUMMARY (Unaudited)
Dollars in thousands, except per share data

Quarter Ended 2010 Dec. 31 (1) Sept. 30 June 30 Mar. 31
Total interest income $92,867 $93,947 $94,361 $92,546
Total interest expense 20,022 21,688 22,880 24,141
Net interest income 72,845 72,259 71,481 68,405
Provision for loan losses 10,807 12,313 12,239 11,964
Gain on sale of securities 443 80 47 2,390
Impairment loss on securities (&2)) — (602) (1,686)
Other non-interest income 29,108 27,674 28,998 29,571
Total non-interest expense 58,329 64,247 63,084 65,443
Net income 23,533 17,217 17,922 15,980
Per Common Share

Basic earnings per share $0.21 $0.15 $0.16 $0.14
Diluted earnings per share 0.21 0.15 0.16 0.14
Cash dividends declared 0.12 0.12 0.12 0.12
Quarter Ended 2009 Dec. 31 Sept. 30 June 30 Mar. 31
Total interest income $96,160 $96,750 $97,153 $98,155
Total interest expense 26,468 28,989 31,702 34,020
Net interest income 69,585 67,544 65,332 64,082
Provision for loan losses 25,924 16,455 13,909 10,514
Gain on sale of securities 30 154 66 278
Impairment loss on securities (3,659) (3,291) (740) (203)
Other non-interest income 28,909 26,882 29,005 28,051
Total non-interest expense 65,781 62,321 66,265 60,972
Net income 4,556 10,306 10,598 15,651
Net income available to common stockholders 4,556 4,810 9,129 14,308
Per Common Share

Basic earnings per share $0.04 $0.04 $0.10 $0.16
Diluted earnings per share 0.04 0.04 0.10 0.16
Cash dividends declared 0.12 0.12 0.12 0.12
(1) The results for the quarter ended December 31, 2010 were significantly affected by a one-time prior service credit to pension expense of

$10,543 (or $6,853 after tax) due to the freezing of the Retirement Income Plan.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Management’s discussion and analysis represents an overview of the consolidated results of operations
and financial condition of the Corporation. This discussion and analysis should be read in conjunction with the
consolidated financial statements and notes presented in Item 8 of this Report. Results of operations for the periods
included in this review are not necessarily indicative of results to be obtained during any future period.

Important Cautionary Statement Regarding Forward-Looking Information

Certain statements in this Report are “forward-looking statements” within the meaning of the Private
Securities Litigation Reform Act, relating to present or future trends or factors affecting the banking industry and,
specifically, the financial operations, markets and products of the Corporation. Forward-looking statements are
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typically identified by words such as “believe”, “plan”, “expect”, “anticipate”, “intend”, “outlook”, “estimate”,
“forecast”, “will”, “should”, “project”, “goal”, and other similar words and expressions. These forward-looking
statements involve certain risks and uncertainties. There are a number of important factors that could cause the
Corporation’s future results to differ materially from historical performance or projected performance. These
factors include, but are not limited to: (1) a significant increase in competitive pressures among financial
institutions; (2) changes in the interest rate environment that may reduce net interest margins; (3) changes in
prepayment speeds, loan sale volumes, charge-offs and loan loss provisions; (4) general economic conditions;
(5) various monetary and fiscal policies and regulations of the U.S. Government that may adversely affect the
businesses in which the Corporation is engaged; (6) technological issues which may adversely affect the
Corporation’s financial operations or customers; (7) changes in the securities markets; (8) risk factors mentioned
in the reports and registration statements the Corporation files with the SEC which are on file with the SEC, and are
available on the Corporation’s website at www.fnbcorporation.com and on the SEC website at www.sec.gov;
(9) housing prices; (10) job market; (11) consumer confidence and spending habits or (12) estimates of fair value of
certain the Corporation’s assets and liabilities. All information provided in this Report is based on information
presently available and the Corporation undertakes no obligation to revise these forward-looking statements or to
reflect events or circumstances after the date this Report is filed with the SEC.

Application of Critical Accounting Policies

The Corporation’s consolidated financial statements are prepared in accordance with U.S. generally
accepted accounting principles (GAAP). Application of these principles requires management to make estimates,
assumptions and judgments that affect the amounts reported in the consolidated financial statements and accom-
panying notes. These estimates, assumptions and judgments are based on information available as of the date of the
consolidated financial statements; accordingly, as this information changes, the consolidated financial statements
could reflect different estimates, assumptions and judgments. Certain policies inherently are based to a greater
extent on estimates, assumptions and judgments of management and, as such, have a greater possibility of
producing results that could be materially different than originally reported.

The most significant accounting policies followed by the Corporation are presented in the Summary of
Significant Accounting Policies footnote in the Notes to Consolidated Financial Statements, which is included in
Item 8 of this Report. These policies, along with the disclosures presented in the Notes to Consolidated Financial
Statements, provide information on how the Corporation values significant assets and liabilities in the consolidated
financial statements, how the Corporation determines those values and how the Corporation records transactions in
the consolidated financial statements.

Management views critical accounting policies to be those which are highly dependent on subjective or
complex judgments, estimates and assumptions, and where changes in those estimates and assumptions could have
a significant impact on the consolidated financial statements. Management currently views the determination of the
allowance for loan losses, securities valuation, goodwill and other intangible assets and income taxes to be critical
accounting policies.
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Allowance for Loan Losses

The allowance for loan losses addresses credit losses inherent in the existing loan portfolio and is presented
as a reserve against loans on the consolidated balance sheet. Loan losses are charged off against the allowance for
loan losses, with recoveries of amounts previously charged off credited to the allowance for loan losses. Provisions
for loan losses are charged to operations based on management’s periodic evaluation of the adequacy of the
allowance.

Estimating the amount of the allowance for loan losses is based to a significant extent on the judgment and
estimates of management regarding the amount and timing of expected future cash flows on impaired loans,
estimated losses on pools of homogeneous loans based on historical loss experience and consideration of current
economic trends and conditions, all of which may be susceptible to significant change.

Management’s assessment of the adequacy of the allowance for loan losses considers individual impaired
loans, pools of homogeneous loans with similar risk characteristics and other risk factors concerning the economic
environment. The specific credit allocations for individual impaired loans are based on ongoing analyses of all loans
over a fixed dollar amount where the internal credit rating is at or below a predetermined classification. These
analyses involve a high degree of judgment in estimating the amount of loss associated with specific impaired loans,
including estimating 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. The evaluation of this component of the allowance requires
considerable judgment in order to estimate inherent loss exposures.

Pools of homogeneous loans with similar risk characteristics are also assessed for probable losses. A loss
migration and historical charge-off analysis is performed quarterly and loss factors are updated regularly based on
actual experience. This analysis examines historical loss experience, the related internal ratings of loans charged off
and considers inherent but undetected losses within the portfolio. Inherent but undetected losses may arise due to
uncertainties in economic conditions, delays in obtaining information, including unfavorable information about a
borrower’s financial condition, the difficulty in identifying triggering events that correlate to subsequent loss rates
and risk factors that have not yet manifested themselves in loss allocation factors. The Corporation has grown
through acquisitions and expanding the geographic footprint in which it operates. As a result, historical loss
experience data used to establish loss estimates may not precisely correspond to the current portfolio. Also, loss data
representing a complete economic cycle is not available for all sectors. Uncertainty surrounding the strength and
timing of economic cycles also affects estimates of loss. The historical loss experience used in the migration and
historical charge-off analysis may not be representative of actual unrealized losses inherent in the portfolio.

Management also evaluates the impact of various qualitative factors which pose additional risks that may
not adequately be addressed in the analyses described above. Such factors could include: levels of, and trends in,
consumer bankruptcies, delinquencies, impaired loans, charge-offs and recoveries; trends in volume and terms of
loans; effects of any changes in lending policies and procedures, including those for underwriting, collection,
charge-off and recovery; experience, ability and depth of lending management and staff; national and local
economic trends and conditions; industry and geographic conditions; concentrations of credit such as, but not
limited to, local industries, their employees or suppliers; market uncertainty and illiquidity; or any other common
risk factor that might affect loss experience across one or more components of the portfolio. The determination of
this component of the allowance is particularly dependent on the judgment of management.

There are many factors affecting the allowance for loan losses; some are quantitative, while others require
qualitative judgment. Although management believes its process for determining the allowance adequately
considers all of the factors currently inherent in the portfolio that could potentially result in credit losses, the
process includes subjective elements and may be susceptible to significant change. To the extent actual outcomes
differ from management estimates, additional provisions for loan losses could be required that may adversely affect
the Corporation’s earnings or financial position in future periods.
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The Allowance and Provision for Loan Losses section of this financial review includes a discussion of the
factors affecting changes in the allowance for loan losses during the current period.

Securities Valuation and Impairment

The Corporation evaluates its investment securities portfolio for other-than-temporary impairment (OTTI)
on a quarterly basis. Impairment is assessed at the individual security level. An investment security is considered
impaired if the fair value of the security is less than its cost or amortized cost basis.

The Corporation’s OTTI evaluation process is performed in a consistent and systematic manner and
includes an evaluation of all available evidence. Documentation of the process is extensive as necessary to support a
conclusion as to whether a decline in fair value below cost or amortized cost is other-than-temporary and includes
documentation supporting both observable and unobservable inputs and a rationale for conclusions reached.

This process considers factors such as the severity, length of time and anticipated recovery period of the
impairment, recent events specific to the issuer, including investment downgrades by rating agencies and economic
conditions of its industry, and the issuer’s financial condition, capital strength and near-term prospects. The
Corporation also considers its intent to sell the security and whether it is more likely than not that the Corporation
would be required to sell the security prior to the recovery of its amortized cost basis. Among the factors that are
considered in determining the Corporation’s intent to sell the security or whether it is more likely than not that the
Corporation would be required to sell the security is a review of its capital adequacy, interest rate risk position and
liquidity.

The assessment of a security’s ability to recover any decline in fair value, the ability of the issuer to meet
contractual obligations, and the Corporation’s intent and ability to retain the security require considerable
judgment. The unrealized losses of $13.3 million on pooled TPS have been recognized on the balance sheet as
a component of accumulated other comprehensive income, net of tax, however future charges to earnings could
result if expected cash flows deteriorate.

Debt securities with credit ratings below AA at the time of purchase that are repayment-sensitive securities
are evaluated using the guidance of ASC (Accounting Standards Codification) Topic 320, Investments - Debt
Securities.

Goodwill and Other Intangible Assets

As a result of acquisitions, the Corporation has acquired goodwill and identifiable intangible assets on its
balance sheet. Goodwill represents the cost of acquired companies in excess of the fair value of net assets, including
identifiable intangible assets, at the acquisition date. The Corporation’s recorded goodwill relates to value inherent
in its Community Banking, Wealth Management and Insurance segments.

The value of goodwill and other identifiable intangibles is dependent upon the Corporation’s ability to
provide quality, cost-effective services in the face of competition. As such, these values are supported ultimately by
revenue that is driven by the volume of business transacted. A decline in earnings as a result of a lack of growth or
the Corporation’s inability to deliver cost effective services over sustained periods can lead to impairment in value
which could result in additional expense and adversely impact earnings in future periods.

Other identifiable intangible assets such as core deposit intangibles and customer and renewal lists are
amortized over their estimated useful lives.

The two-step impairment test is used to identify potential goodwill impairment and measure the amount of
impairment loss to be recognized, if any. The first step compares the fair value of a reporting unit with its carrying
amount. If the fair value of a reporting unit exceeds its carrying amount, goodwill of the reporting unit is considered
not impaired and the second step of the test is not necessary. If the carrying amount of a reporting unit exceeds its
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fair value, the second step is performed to measure impairment loss, if any. Under the second step, the fair value is
allocated to all of the assets and liabilities of the reporting unit to determine an implied fair value of goodwill. This
allocation is similar to a purchase price allocation performed in purchase accounting. If the implied goodwill value
of a reporting unit is less than the carrying amount of that goodwill, an impairment loss is recognized in an amount
equal to that difference.

Determining fair values of a reporting unit, of its individual assets and liabilities, and also of other
identifiable intangible assets requires considering market information that is publicly available as well as the use of
significant estimates and assumptions. These estimates and assumptions could have a significant impact on whether
or not an impairment charge is recognized and also the magnitude of any such charge. Inputs used in determining
fair values where significant estimates and assumptions are necessary include discounted cash flow calculations,
market comparisons and recent transactions, projected future cash flows, discount rates reflecting the risk inherent
in future cash flows, long-term growth rates and determination and evaluation of appropriate market comparables.

The Corporation performed an annual test of goodwill and other intangibles as of October 1, 2010, and
concluded that the recorded value of goodwill was not impaired.

Income Taxes

The Corporation is subject to the income tax laws of the U.S., its states and other jurisdictions where it
conducts business. The laws are complex and subject to different interpretations by the taxpayer and various taxing
authorities. In determining the provision for income taxes, management must make judgments and estimates about
the application of these inherently complex tax statutes, related regulations and case law. In the process of preparing
the Corporation’s tax returns, management attempts to make reasonable interpretations of the tax laws. These
interpretations are subject to challenge by the taxing authorities based on audit results or to change based on
management’s ongoing assessment of the facts and evolving case law.

The Corporation establishes a valuation allowance when it is “more likely than not” that the Corporation
will not be able to realize a benefit from its deferred tax assets, or when future deductibility is uncertain.
Periodically, the valuation allowance is reviewed and adjusted based on management’s assessments of realizable
deferred tax assets.

On a quarterly basis, management assesses the reasonableness of the Corporation’s effective tax rate based
on management’s current best estimate of net income and the applicable taxes for the full year. Deferred tax assets
and liabilities are assessed on an annual basis, or sooner, if business events or circumstances warrant.

Recent Accounting Pronouncements and Developments

The New Accounting Standards footnote in the Notes to Consolidated Financial Statements, which is
included in Item 8 of this Report, discusses new accounting pronouncements adopted by the Corporation in 2010
and the expected impact of accounting pronouncements recently issued or proposed but not yet required to be
adopted.

Overview

The Corporation is a diversified financial services company headquartered in Hermitage, Pennsylvania. Its
primary businesses include community banking, consumer finance, wealth management and insurance. The
Corporation also conducts leasing and merchant banking activities. The Corporation operates its community
banking business through a full service branch network with offices in Pennsylvania and Ohio. The Corporation
operates its wealth management and insurance businesses within the community banking branch network. It also
conducts selected consumer finance business in Pennsylvania, Ohio, Tennessee and Kentucky.
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Results of Operations
Year Ended December 31, 2010 Compared to Year Ended December 31, 2009

Net income for 2010 was $74.7 million or $0.65 per diluted share compared to net income available to
common shareholders of $32.8 million or $0.32 per diluted common share for 2009. Net income available to
common stockholders for 2009 was derived by reducing net income by $8.3 million related to preferred stock
dividends and discount amortization associated with the Corporation’s participation in the CPP. The increase in net
income is a result of an increase of $18.0 million in net interest income, combined with an increase of $10.5 million
in non-interest income and decreases of $19.5 million in the provision for loan losses and $4.2 million in non-
interest expenses. These items are more fully discussed later in this section.

The Corporation’s return on average equity was 7.06% and its return on average assets was 0.84% for
2010, compared to 3.87% and 0.48%, respectively, for 2009.

In addition to evaluating its results of operations in accordance with GAAP, the Corporation routinely
supplements its evaluation with an analysis of certain non-GAAP financial measures, such as return on average
tangible common equity and return on average tangible assets. The Corporation believes these non-GAAP financial
measures provide information useful to investors in understanding the Corporation’s operating performance and
trends, and facilitates comparisons with the performance of the Corporation’s peers. The non-GAAP financial
measures the Corporation uses may differ from the non-GAAP financial measures other financial institutions use to
measure their results of operations.

The following tables summarize the Corporation’s non-GAAP financial measures for 2010 and 2009
derived from amounts reported in the Corporation’s financial statements (dollars in thousands):

Year Ended
December 31,
2010 2009

Return on average tangible common equity:
Net income available to common stockholders $ 74,652 $ 32,803
Amortization of intangibles, net of tax 4,364 4,607

$ 79016 $ 37410
Average total stockholders’ equity $1,057,732  $1,063,104
Less: Average preferred stockholders’ equity — (63,602)
Less: Average intangibles (564,448) (571,492)

$ 493,284 § 428,010

Return on average tangible common equity 16.02% 8.74%

Return on average tangible assets:

Net income $ 74,652 $ 41,111
Amortization of intangibles, net of tax 4,364 4,607

$ 79,016 § 45718
Average total assets $8,906,734  $8,606,188
Less: Average intangibles (564,448) (571,492)

$8,342,286  $8,034,696

Return on average tangible assets 0.95% 0.57%
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The following table provides information regarding the average balances and yields earned on interest

earning assets and the average balances and rates paid on interest bearing liabilities (dollars in thousands):

Year Ended December 31

2010 2009 2008
Interest Interest Interest
Average Income/ Yield/  Average Income/ Yield/  Average Income/  Yield/
Assets Balance Expense  Rate Balance Expense  Rate Balance Expense  Rate
Interest earning assets:
Interest bearing deposits with
banks $ 171,740 $ 428  0.25% $ 202288 $ 504 024% $ 4,344  $ 89 2.04%
Federal funds sold — — — 14,110 69 0.48 14,596 304 2.05
Taxable investment
securities (1) 1,394,778 43,150 3.04 1,210,817 50,551 4.13 1,038,815 49,775  4.77
Non-taxable investment
securities (1)(2) 189,834 11,126  5.86 188,627 10,857 5.76 181,957 10,225 5.62
Loans (2)(3) 5,968,567 325,669 5.45 5,831,176 332,587 5.69 5,410,022 355,426 6.57
Total interest earning assets 7,724919 380,373 4.92 7,447,018 394,568 5.29 6,649,734 415,819 6.25
Cash and due from banks 141,880 142,838 146,615
Allowance for loan losses (114,526) (107,015) (67,962)
Premises and equipment 115,983 120,747 108,768
Other assets 1,033,478 1,002,600 859,739
$8,906,734 $8,606,188 $7,696,894
Liabilities
Interest bearing liabilities:
Deposits:
Interest bearing demand $2.443,381 10,129  0.41 $2,192,844 14,229 0.65 $1,849,808 26,307 1.42
Savings 857,582 1,659 0.19 841,999 2,875 0.34 746,570 6,610 0.89
Certificates and other time 2,199,667 52,736 2.40 2,258,551 68,595 3.04 2,137,555 78,651 3.68
Treasury management
accounts 640,248 4,449  0.69 472,628 4,596 0.96 373,200 7,771 2.05
Other short-term borrowings 130,981 3,694 2.78 114,341 3,924  3.38 143,154 5,259  3.61
Long-term debt 224,610 8,080 3.60 419,570 17,202  4.10 498,262 21,044 422
Junior subordinated debt 204,370 7,984 391 205,045 9,758 4.76 192,060 12,347 6.43
Total interest bearing
liabilities 6,700,839 88,731 1.32 6,504,978 121,179 1.86 5,940,609 157,989 2.66
Non-interest bearing demand 1,045,837 940,808 825,083
Other liabilities 102,326 97,298 83,785
7,849,002 7,543,084 6,849,477
Stockholders’ equity 1,057,732 1,063,104 847,417
$8,906,734 $8,606,188 $7,696,894
Excess of interest earning
assets over interest bearing
liabilities $1,024,080 $ 942,040 $ 709,125
Net interest income (FTE) 291,642 272,389 257,830
Tax-equivalent adjustment 6,552 6,350 6,038
Net interest income $285,090 $267,039 $251,792
Net interest spread 3.60% 3.43% 3.60%
Net interest margin (2) 3.77% 3.67% 3.88%
(1) The average balances and yields earned on securities are based on historical cost.
2) The interest income amounts are reflected on a fully taxable equivalent (FTE) basis which adjusts for the tax benefit of income on certain

tax-exempt loans and investments using the federal statutory tax rate of 35.0% for each period presented. The yield on earning assets and
the net interest margin are presented on an FTE basis. The Corporation believes this measure to be the preferred industry measurement of
net interest income and provides relevant comparison between taxable and non-taxable amounts.

3) Average balances include non-accrual loans. Loans consist of average total loans less average unearned income. The amount of loan fees
included in interest income on loans is immaterial.
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Net Interest Income

Net interest income, which is the Corporation’s major source of revenue, is the difference between interest
income from earning assets (loans, securities and federal funds sold) and interest expense paid on liabilities
(deposits, treasury management accounts and short- and long-term borrowings). In 2010, net interest income, which
comprised 71.1% of net revenue (net interest income plus non-interest income) compared to 71.7% in 2009, was
affected by the general level of interest rates, changes in interest rates, the shape of the yield curve, the level of non-
accrual loans and changes in the amount and mix of interest earning assets and interest bearing liabilities.

Net interest income, on an FTE basis, increased $19.3 million or 7.1% from $272.4 million for 2009 to
$291.6 million for 2010. Average interest earning assets increased $277.9 million or 3.7% and average interest
bearing liabilities increased $195.9 million or 3.0% from 2009 due to investment, loan, deposit and treasury
management account growth. The Corporation’s net interest margin increased 10 basis points from 2009 to 3.77%
for 2010 as deposit rates declined faster than loan yields along with an improved funding mix with higher
transaction account balances and lower long-term debt. Details on changes in tax equivalent net interest income
attributed to changes in interest earning assets, interest bearing liabilities, yields and cost of funds are set forth in the
preceding table.

The following table provides certain information regarding changes in net interest income attributable to
changes in the average volumes and yields earned on interest earning assets and the average volume and rates paid
for interest bearing liabilities for the periods indicated (in thousands):

2010 vs 2009 2009 vs 2008
Volume Rate Net Volume Rate Net
Interest Income
Interest bearing deposits with banks $ 94 S 18 $ (76 $ 470 $ (55 § 415
Federal funds sold (35) (34) (69) (10) (225) (235)
Securities 5,324 (12,456) (7,132) 7,452 (6,044) 1,408
Loans 3,949 (10,867) (6,918) 23,502 (46,341) (22,839)

9,144 (23339) (14,195 31414 (52,665)  (21,251)

Interest Expense

Deposits:
Interest bearing demand 699 (4,799) (4,100) 4,426 (16,504) (12,078)
Savings (79) (1,137) (1,216) 720 (4,455) (3,735)
Certificates and other time (1,724) (14,135) (15,859) 4,547 (14,603) (10,056)
Treasury management accounts 1,372 (1,519) (147) 1,693 (4,868) (3,175)
Other short-term borrowings 536 (766) (230) (404) 931) (1,335)
Long-term debt (7,218) (1,904) 9,122) (3,241) (601) (3,842)
Junior subordinated debt (32) (1,742) (1,774) 790 (3,379) (2,589)
(6,446)  (26002)  (32,448) 8,531 (45341)  (36,810)
Net Change $15,590 $ 2,603 $ 18,253 $22,883 $ (7324 $15559
(1) The amount of change not solely due to rate or volume was allocated between the change due to rate and the change due to volume based

on the net size of the rate and volume changes.

2) Interest income amounts are reflected on an FTE basis which adjusts for the tax benefit of income on certain tax-exempt loans and

investments using the federal statutory tax rate of 35.0% for each period presented. The Corporation believes this measure to be the
preferred industry measurement of net interest income and provides relevant comparison between taxable and non-taxable amounts.
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Interest income, on an FTE basis, of $380.4 million in 2010 decreased by $14.2 million or 3.6% from 2009.
Average interest earning assets of $7.7 billion for 2010 grew $277.9 million or 3.7% from the same period of 2009
primarily driven by increases in average investments and average loans. The yield on interest earning assets
decreased 37 basis points to 4.92% for 2010 reflecting the decreases in market interest rates.

Interest expense of $88.7 million for 2010 decreased by $32.4 million or 26.8% from 2009. The rate paid
on interest bearing liabilities decreased 54 basis points to 1.32% during 2010 reflecting changes in interest rates and
a favorable shift in mix. Average interest bearing liabilities increased $195.9 million or 3.0% to average $6.7 billion
for 2010. This growth was primarily attributable to average deposit and treasury management account growth of
$479.9 million or 7.2% for 2010, driven by the success of marketing campaigns designed to attract new customers to
the Corporation’s local approach to banking combined with customer preferences to keep funds in banks due to
uncertainties in the market. This growth was partially offset by a $195.0 million or 46.5% reduction in long-term
debt associated with the prepayment and maturities of certain higher cost borrowings in 2010.

Provision for Loan Losses

The provision for loan losses is determined based on management’s estimates of the appropriate level of
allowance for loan losses needed to absorb probable losses inherent in the existing loan portfolio, after giving
consideration to charge-offs and recoveries for the period.

The provision for loan losses of $47.3 million during 2010 decreased $19.5 million from 2009. During
2010, net charge-offs decreased $21.0 million from 2009 as the Corporation recognized lower net charge-offs for its
Florida portfolio, which decreased $24.4 million compared to 2009. The allowance for loan losses increased
$1.5 million from December 31, 2009 to $106.1 million at December 31, 2010 reflecting an increase in lending
activity, particularly in commercial loans and consumer lines of credit. While the economy is recovering from the
recession, the duration of the slow economic environment remains a challenge for borrowers, particularly in the
Corporation’s Florida portfolio. The $47.3 million provision for loan losses for 2010 was comprised of $17.1 million
relating to FNBPA’s Florida region, $6.1 million relating to Regency and $24.1 million relating to the remainder of
the Corporation’s portfolio, which is predominantly in Pennsylvania. During 2010, net charge-offs were $45.9 mil-
lion or 0.77% of average loans compared to $66.9 million or 1.15% of average loans for 2009. The net charge-offs
for 2010 were comprised of $19.5 million or 8.83% of average loans relating to FNBPA’s Florida region,
$6.1 million or 3.82% of average loans relating to Regency and $20.3 million or 0.36% of average loans relating
to the remainder of the Corporation’s portfolio. For additional information, refer to the Allowance and Provision for
Loan Losses section of this Management’s Discussion and Analysis.

Non-Interest Income

Total non-interest income of $116.0 million in 2010 increased $10.5 million or 9.9% from 2009. This
increase resulted primarily from higher gains on sales of securities, an increase in trust fees and higher gains on sales
of residential mortgage loans, combined with increased other income and lower OTTI charges. These items were
partially offset by decreases in service charges, insurance commissions and fees, securities commissions and fees
and income from bank owned life insurance (BOLI). These items are further explained in the following paragraphs.

Net impairment losses on securities of $2.3 million improved by $5.6 million from 2009 due to fewer
impairment losses during 2010 relating to investments in pooled TPS.

Service charges on loans and deposits of $56.8 million for 2010 decreased $1.0 million or 1.7% from 2009,
reflecting lower overdraft fees resulting from changing patterns of consumer behavior and the implementation of
Regulation E, which was effective for new accounts on July 1, 2010 and existing accounts on August 15, 2010. The
impact of Regulation E on 2010 was a reduction to service charges on deposits of $1.7 million. The lower overdraft
fees were partially offset by higher debit card fees.
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Insurance commissions and fees of $15.8 million for 2010 decreased $0.9 million or 5.4% from 2009
primarily as a result of lower contingent and commission revenues.

Securities commissions and fees of $6.8 million for 2010 decreased by $0.6 million or 8.3% from 2009
primarily due to lower revenue generated from financial consultant activity during 2010.

Trust fees of $12.7 million in 2010 increased by $0.9 million or 7.7% from 2009 due to the effect of
improved market conditions on assets under management compared to 2009. Assets under management increased
by $61.4 million or 2.7% to $2.3 billion at December 31, 2010.

Income from BOLI of $4.9 million for 2010 decreased by $0.7 million or 13.0% from 2009. This decrease
was primarily attributable to lower yields and a $13.7 million withdrawal from the policy which was redeployed
into higher yielding investments during 2009.

Gain on sale of residential mortgage loans of $3.8 million for 2010 increased by $0.7 million or 22.9%
from 2009. The Corporation sold $191.9 million of residential mortgage loans during 2010 compared to
$196.2 million during 2009 as part of its ongoing strategy of generally selling 30-year fixed rate residential
mortgage loans.

Gains on sales of securities of $3.0 million increased $2.4 million from 2009 primarily as a result of the
Corporation selling a $6.0 million U.S. government agency security and $53.8 million of mortgage-backed
securities during 2010 to better position the balance sheet.

Other income of $14.5 million for 2010 increased $4.1 million or 39.4% from 2009. The primary items
contributing to this increase were $2.9 million more in recoveries on impaired loans acquired in previous
acquisitions, $2.0 million more in gains relating to activity at the Corporation’s merchant banking subsidiary
and $0.2 million more in gains relating to the sale of repossessed assets. These items were partially offset by a gain
of $0.8 million recognized during 2009 on the sale of a building acquired in a previous acquisition and a decrease of
$0.5 million in fees earned through an interest rate swap program for larger commercial customers who desire fixed
rate loans while the Corporation benefits from a variable rate asset, thereby helping to reduce volatility in net
interest income.

Non-Interest Expense

Total non-interest expense of $251.1 million in 2010 decreased $4.2 million or 1.7% from 2009. This
decrease was primarily attributable to decreases in salaries and employee benefits, outside services, other real estate
owned (OREO), FDIC insurance, telephone and advertising, partially offset by increases in merger-related and
other expenses. These items are further explained in the following paragraphs.

Salaries and employee benefits of $126.3 million in 2010 decreased $0.6 million or 0.5% from 2009. This
decrease was primarily driven by a one-time $10.5 million reduction to pension expense in 2010 related to the
amendment of the existing plan to be more in line with current industry practices. This amendment is intended to
reduce the volatility and uncertainty of future pension costs and provide employees greater flexibility through
participation in the Corporation’s 401(k) plan which is expected to increase the Corporation’s contributions by
approximately $1.0 million per annum. Partially offsetting the one-time pension adjustment was an increase of
$3.8 million relating to salaries associated with various revenue-generating initiatives such as the addition of an
asset-based lending group and an expanded private banking group combined with normal annual merit increases.
Additionally, incentive compensation, increased $3.8 million resulting from business performance, discretionary
employer 401(k) contributions increased $1.1 million as a result of the Corporation exceeding its annual
profitability thresholds and restricted stock expense increased $1.0 million primarily due to the effect of prior
year executive bonuses being awarded in stock instead of cash.
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Amortization of intangibles expense of $6.7 million in 2010 decreased $0.4 million or 5.3% from 2009 due
to a combination of certain intangible assets being completely amortized during 2009 and lower amortization
expense on some intangible assets due to accelerated amortization methods.

Outside services expense of $22.6 million in 2010 decreased $1.0 million or 4.1% from 2009 primarily due
to lower legal and consulting fees during 2010 resulting from the completion of projects and loan workout efforts in
20009.

FDIC insurance of $10.5 million for 2010 decreased $3.4 million from 2009 due to a one-time special
assessment of $4.0 million paid during 2009, partially offset by the full year effect of an increase in FDIC insurance
premium rates during the second half of 2009 and higher deposits.

State tax expense of $7.3 million in 2010 increased $0.5 million or 6.8% from 2009 primarily due to higher
net worth based taxes related to the June 2009 capital raise.

OREO expense of $4.9 million in 2010 decreased $1.3 million or 21.0% from 2009, due to lower
foreclosure activity and write-downs of OREO property in the Florida market compared to 2009.

Telephone expense of $4.5 million in 2010 decreased $0.7 million or 13.6% from 2009 reflecting
continued effective expense control through the use of technology.

Advertising and promotional expense of $5.2 million in 2010 decreased slightly from 2009.

The Corporation recorded merger-related expenses of $0.6 million in 2010 relating to the acquisition of
CBI, which closed on January 1, 2011. No merger-related expenses were recorded during 2009. Information
relating to the Corporation’s acquisitions is discussed in the Mergers and Acquisitions footnote in the Notes to
Consolidated Financial Statements, which is included in Item 8 of this Report.

Other non-interest expenses of $24.2 million in 2010 increased $2.1 million or 9.7% from 2009. During
2010, the Corporation recognized charges of $2.3 million associated with the prepayment of certain higher cost
borrowings to better position the balance sheet.

Income Taxes

The Corporation’s income tax expense of $27.9 million for 2010 increased by $18.6 million from 2009.
The effective tax rate of 27.19% for 2010 increased from 18.40% for 2009, primarily due to higher pre-tax income
for 2010. The income tax expense for 2010 and 2009 were favorably impacted by $0.3 million and $0.4 million,
respectively, due to the resolution of previously uncertain tax positions. The lower effective tax rate also reflects
benefits resulting from tax-exempt income on investments, loans and BOLI. Both periods’ tax rates are lower than
the 35.0% federal statutory tax rate due to the tax benefits primarily resulting from tax-exempt instruments and
excludable dividend income.

Year Ended December 31, 2009 Compared to Year Ended December 31, 2008

Net income for 2009 was $41.1 million compared to net income of $35.6 million for 2008. Net income
available to common stockholders for 2009 was $32.8 million or $0.32 per diluted share, compared to net income
available to common stockholders for 2008 of $35.6 million or $0.44 per diluted share. Net income available to
common stockholders for 2009 included $8.3 million related to preferred stock dividends and discount amortization
associated with the Corporation’s participation in the CPP. The increase in net income is a result of an increase of
$15.2 million in net interest income, combined with an increase of $19.4 million in non-interest income and a
decrease of $5.6 million in the provision for loan losses, partially offset by an increase of $32.6 million in non-
interest expenses. These items are more fully discussed later in this section.
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The Corporation’s return on average equity was 3.87% and its return on average assets was 0.48% for
2009, compared to 4.20% and 0.46%, respectively, for 2008.

Net Interest Income

Net interest income, which is the Corporation’s major source of revenue, is the difference between interest
income from earning assets and interest expense paid on liabilities. In 2009, net interest income, which comprised
71.7% of net revenue compared to 74.5% in 2008, was affected by the general level of interest rates, changes in
interest rates, the shape of the yield curve, the level of non-accrual loans and changes in the amount and mix of
interest earning assets and interest bearing liabilities.

Net interest income, on an FTE basis, increased $14.6 million or 5.6% from $257.8 million for 2008 to
$272.4 million for 2009. Average interest earning assets increased $797.3 million or 12.0% and average interest
bearing liabilities increased $564.4 million or 9.5% from 2008 due to organic loan and deposit growth and the
Omega and IRGB acquisitions. The Corporation’s net interest margin decreased by 21 basis points from 2008 to
3.67% for 2009 as loan yields declined faster than deposit rates, reflecting the actions taken by the FRB to lower
interest rates during the fourth quarter of 2008 combined with competitive pressures on deposit rates.

Interest income, on an FTE basis, of $394.6 million in 2009 decreased by $21.3 million or 5.1% from 2008.
Average interest earning assets of $7.4 billion for 2009 grew $797.3 million or 12.0% from the same period of 2008
primarily driven by the Omega and IRGB acquisitions, which increased loans by $1.1 billion and $160.2 million,
respectively, at the time of each acquisition. The yield on interest earning assets decreased 96 basis points to 5.29%
for 2000 reflecting changes in interest rates as the FRB has lowered its federal funds target rate from 4.25% at the
beginning of 2008 to 0.25% by the end of 2009.

Interest expense of $121.2 million for 2009 decreased by $36.8 million or 23.3% from 2008. The rate paid
on interest bearing liabilities decreased 80 basis points to 1.86% during 2009 reflecting changes in interest rates and
a favorable shift in mix. Average interest bearing liabilities increased $564.4 million or 9.5% to average $6.5 billion
for 2009. This growth was primarily attributable to the Omega and IRGB acquisitions combined with organic
growth. The Omega and IRGB acquisitions increased deposits by $1.3 billion and $256.8 million, respectively, at
the time of each acquisition. The Corporation also recognized organic average deposit and treasury management
account growth of $279.7 million or 4.7% for 2009, compared to 2008, driven by success with ongoing marketing
campaigns designed to attract new customers to the Corporation’s local approach to banking combined with
customer preferences to keep funds in banks due to uncertainties in the market.

Provision for Loan Losses

The provision for loan losses of $66.8 million in 2009 decreased $5.6 million from 2008. In 2009, net
charge-offs increased $34.3 million as allowances provided in 2008 were charged off in 2009, while the allowance
for loan losses ended 2009 at $104.7 million, flat with December 31, 2008. The $66.8 million provision for loan
losses for 2009 was comprised of $35.1 million relating to FNBPA’s Florida region, $6.7 million relating to Regency
and $25.0 million relating to the remainder of the Corporation’s portfolio. The increase in net charge-offs reflects
continued weakness in the Corporation’s Florida portfolio, and, to a much lesser extent, the slowing economy in
Pennsylvania. During 2009, net charge-offs were $66.9 million or 1.15% of average loans compared to $32.6 million
or 0.60% of average loans for 2008. The net charge-offs for 2009 were comprised of $43.8 million or 15.80% of
average loans relating to FNBPA’s Florida region, $6.3 million or 4.04% of average loans relating to Regency and
$16.7 million or 0.30% of average loans relating to the remainder of the Corporation’s portfolio. For additional
information, refer to the Allowance and Provision for Loan Losses section of this Management’s Discussion and
Analysis.
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Non-Interest Income

Total non-interest income of $105.5 million in 2009 increased $19.4 million or 22.5% from 2008. This
increase resulted primarily from increases in both service charges and insurance commissions and fees reflecting
organic growth and the impact of acquisitions combined with lower OTTI charges, a gain recognized on the sale of a
building acquired in a previous acquisition and higher gains on sales of residential mortgage loans. These items
were partially offset by decreases in securities commissions and fees, trust fees, income from bank owned life
insurance and gains on sales of securities.

Service charges on loans and deposits of $57.7 million for 2009 increased $3.0 million or 5.6% from 2008,
reflecting organic growth as the Corporation took advantage of competitor disruption in the marketplace, with
ongoing marketing campaigns designed to attract new customers to the Corporation’s local approach to banking.
Additionally, the Corporation’s customer base expanded as a result of the Omega and IRGB acquisitions during
2008. Insurance commissions and fees of $16.7 million for 2009 increased $1.1 million or 7.1% from 2008
primarily as a result of the acquisition of Omega during 2008. Securities commissions of $7.5 million for 2009
decreased by $0.7 million or 8.2% from 2008 primarily due to lower activity due to market conditions, partially
offset by the impact of the acquisition of Omega during 2008. Trust fees of $11.8 million in 2009 decreased by
$0.3 million or 2.3% from 2008 due to the negative effect of market conditions on assets under management,
partially offset by growth in assets under management resulting from the Omega acquisition during 2008. Income
from BOLI of $5.7 million for 2009 decreased by $0.7 million or 11.4% from 2008. This decrease was primarily
attributable to death claims, lower yields and a $13.7 million withdrawal from the policy due to the unfavorable
market conditions during 2009. Gain on sale of residential mortgage loans of $3.1 million for 2009 increased by
$1.2 million or 67.8% from 2008 due to a higher volume of loan sales resulting from increased loan refinancing in a
lower rate environment. The Corporation sold $196.2 million of residential mortgage loans during 2009 compared
to $117.8 million during 2008. Gains on sales of securities of $0.5 million decreased $0.3 million or 36.7% from
2008. During 2009, the Corporation recognized a gain of $0.2 million relating to the acquisition of a company in
which the Corporation owned stock. Additionally, the Corporation recognized a gain of $0.2 million relating to
called securities during 2009. During 2008, most of the gain related to the Visa, Inc. initial public offering. The
Corporation is a member of Visa USA since it issues Visa debit cards. As such, a portion of the Corporation’s
ownership interest in Visa was redeemed in exchange for $0.7 million. This entire amount was recorded as gain on
sale of securities in 2008 since the Corporation’s cost basis in Visa is zero. Net impairment losses on securities of
$7.9 million decreased by $9.3 million from 2008. Impairment losses on securities during 2009 consisted of
$7.1 million related to investments in pooled TPS and $0.7 million related to investments in bank stocks, while
impairment losses on securities during 2008 consisted of $16.0 million related to investments in pooled TPS and
$1.2 million related to investments in bank stocks. Other income of $10.4 million for 2009 increased $6.7 million or
178.0% from 2008. The primary items contributing to this increase were $1.0 million more in gains relating to
payments received on impaired loans acquired in previous acquisitions, a gain of $0.8 million on the sale of a
building acquired in a previous acquisition and an increase of $0.3 million in fees earned through an interest rate
swap program for larger commercial customers who desire fixed rate loans while the Corporation benefits from a
variable rate asset, thereby helping to reduce volatility in its net interest income. Additionally, impairment losses
associated with the Corporation’s merchant banking subsidiary decreased by $2.9 million.

Non-Interest Expense

Total non-interest expense of $255.3 million in 2009 increased $32.6 million or 14.7% from 2008. This
increase was primarily attributable to operating expenses resulting from the Omega and IRGB acquisitions in 2008
combined with increases in salaries and employee benefits, OREO and FDIC insurance.

Salaries and employee benefits of $126.9 million in 2009 increased $10.0 million or 8.6% from 2008. This
increase was primarily attributable to the acquisitions of Omega and IRGB during 2008 combined with $1.1 million
in additional pension expense during 2009 resulting from an increase in the actuarial valuation amount. Combined
net occupancy and equipment expense of $38.2 million in 2009 increased $4.0 million or 11.7% from the combined
2008 level, primarily due to the Omega and IRGB acquisitions during 2008. Amortization of intangibles expense of
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$7.1 million in 2009 increased $0.6 million or 10.0% from 2008 primarily due to higher intangible balances
resulting from the Omega and IRGB acquisitions during 2008. Outside services expense of $23.6 million in 2009
increased $2.7 million or 12.8% from 2008 primarily due to the Omega and IRGB acquisitions during 2008,
combined with higher fees for professional services, including legal fees incurred for loan workout efforts. FDIC
insurance of $13.9 million for 2009 increased $13.0 million from 2008 due to a one-time special assessment of
$4.0 million paid during 2009, combined with an increase in FDIC insurance premium rates for 2009 and FNBPA
having utilized its FDIC insurance premium credits in prior periods. State tax expense of $6.8 million in 2009
increased $0.3 million or 4.0% from 2008 primarily due to higher net worth based taxes resulting from the
Corporation’s acquisitions of Omega and IRGB in 2008. OREO expense of $6.2 million in 2009 increased
$4.0 million from 2008, due to increased foreclosure activity and write-downs of OREOQ property, particularly in the
Florida market, during 2009. Advertising and promotional expense of $5.3 million in 2009 increased $0.7 million or
16.0% from 2008 due to increased advertising in connection with the Corporation’s efforts to attract new customers
to the Corporation’s local approach to banking during a time of competitor disruption in the marketplace, combined
with the Corporation’s acquisitions of Omega and IRGB in 2008. The Corporation recorded merger-related
expenses of $4.7 million in 2008 relating to the acquisitions of Omega and IRGB. No merger-related expenses were
recorded during 2009. Information relating to the Corporation’s acquisitions is discussed in the Mergers and
Acquisitions footnote in the Notes to Consolidated Financial Statements, which is included in Item 8 of this Report.
Other non-interest expenses of $22.1 million in 2009 increased $2.1 million or 10.2% from 2008. This increase
reflects additional operating costs associated with the Corporation’s acquisitions of Omega and IRGB in 2008.
Additionally, loan-related expense of $3.8 million in 2009 increased $0.8 million from 2008 primarily due to costs
associated with the Florida commercial loan portfolio in 2009. Also, the Corporation recorded net expense of
$1.0 million during 2009 associated with a litigation settlement.

Income Taxes

The Corporation’s income tax expense of $9.3 million for 2009 increased by $2.0 million or 28.1% from
2008. The effective tax rate of 18.4% for 2009 increased from 16.9% for the prior year, primarily due to higher pre-
tax income for 2009. The income tax expense for 2009 and 2008 were favorably impacted by $0.4 million and
$0.3 million, respectively, due to the resolution of previously uncertain tax positions. The lower effective tax rate
also reflects benefits resulting from tax-exempt income on investments, loans and BOLI. Both periods’ tax rates are
lower than the 35.0% federal statutory tax rate due to the tax benefits primarily resulting from tax-exempt
instruments and excludable dividend income.

Liquidity

The Corporation’s goal in liquidity management is to satisfy the cash flow requirements of customers and
the operating cash needs of the Corporation with cost-effective funding. The Board of Directors of the Corporation
has established an Asset/Liability Management Policy in order to achieve and maintain earnings performance
consistent with long-term goals while maintaining acceptable levels of interest rate risk, a “well-capitalized”
balance sheet and adequate levels of liquidity. The Board of Directors of the Corporation has also established a
Contingency Funding Policy to address liquidity crisis conditions. These policies designate the Corporate
Asset/Liability Committee (ALCO) as the body responsible for meeting these objectives. The ALCO, which
includes members of executive management, reviews liquidity on a periodic basis and approves significant changes
in strategies that affect balance sheet or cash flow positions. Liquidity is centrally managed on a daily basis by the
Corporation’s Treasury Department.

FNBPA generates liquidity from its normal business operations. Liquidity sources from assets include
payments from loans and investments as well as the ability to securitize, pledge or sell loans, investment securities
and other assets. Liquidity sources from liabilities are generated primarily through the 223 banking offices of
FNBPA in the form of deposits and treasury management accounts. The Corporation also has access to reliable and
cost-effective wholesale sources of liquidity. Short-term and long-term funds can be acquired to help fund normal
business operations as well as serve as contingency funding in the event that the Corporation would be faced with a
liquidity crisis.
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The principal sources of the parent company’s liquidity are its strong existing cash resources plus
dividends it receives from its subsidiaries. These dividends may be impacted by the parent’s or its subsidiaries’
capital needs, statutory laws and regulations, corporate policies, contractual restrictions, profitability and other
factors. Cash on hand at the parent at December 31, 2010 was $91.6 million, up from $74.9 million at December 31,
2009. Management believes these are appropriate levels of cash for the Corporation given the current environment.
Two metrics that are used to gauge the adequacy of the parent company’s cash position are the Liquidity Coverage
Ratio (LCR) and Months of Cash on Hand (MCH). The LCR is defined as the sum of cash on hand plus cash inflows
over the next 12 months divided by cash outflows over the next 12 months. The LCR was 2.0x on December 31,
2010 and 2.1x on December 31, 2009 versus a policy guideline of > = 1x. The MCH is defined as the number of
months of corporate expenses that can be covered by the cash on hand. The MCH was 12 months on both
December 31, 2010 and 2009 versus a policy guideline of > = 3 months. During 2009, the Parent took a number of
actions to bolster its cash position. On January 9, 2009, the Corporation completed the sale of 100,000 shares of
newly issued Series C Preferred Stock valued at $100.0 million as part of the UST’s CPP. The Corporation redeemed
the Series C Preferred Stock on September 9, 2009. Additionally, on January 21, 2009, the Corporation’s Board of
Directors elected to reduce the common stock cash dividend rate from $0.24 to $0.12 per quarter, thus reducing
annual liquidity needs by approximately $55.0 million. Finally, on June 16, 2009, the Corporation completed a
common stock offering that raised $125.8 million in total capital, $98.0 million of which was invested in FNBPA.
The parent also may draw on an approved line of credit with a major domestic bank. This unused line was
$15.0 million as of December 31, 2010 and 2009. During 2009, a $25.0 million committed line of credit was
negotiated with a major domestic bank on behalf of Regency. As of December 31, 2010 and 2009, $10.0 million was
outstanding. In addition, the Corporation also issues subordinated notes through Regency on a regular basis.
Subordinated notes increased $14.9 million or 7.9% during 2010 to $204.2 million at December 31, 2010. This
increase is net of a $5.6 million decrease in the balance of a single customer’s account.

The liquidity position of the Corporation continues to be strong as evidenced by its ability to generate
strong growth in deposits and treasury management accounts. As a result, the Corporation is less reliant on capital
markets funding as witnessed by its ratio of total deposits and treasury management accounts to total assets of
81.0% and 79.4% as of December 31, 2010 and 2009, respectively. Over this time period, growth in deposits and
treasury management accounts was $341.0 million or 4.9% which funded loan growth of $238.8 million. FNBPA
had unused wholesale credit availability of $3.1 billion or 35.3% of bank assets at December 31, 2010 and
$3.1 billion or 36.9% of bank assets at December 31, 2009. These sources include the availability to borrow from the
FHLB, the FRB, correspondent bank lines and access to certificates of deposit issued through brokers. FNBPA has
identified certain liquid assets, including overnight cash, unpledged securities and loans, which could be sold to
meet funding needs. Included in these liquid assets are overnight balances and unpledged government and agency
securities which totaled 4.6% and 4.9% of bank assets as of December 31, 2010 and 2009, respectively. FNBPA
recently received approval to offer an offshore, non-collateralized, interest-bearing checking account. This account
is expected to reduce the security pledging requirements of FNBPA as customers move from repurchase agreements
to this account. Consequently, the lower pledging requirements will result in a higher level of unpledged
government and agency securities available for contingency funding needs.

Another metric for measuring liquidity risk is the liquidity gap analysis. The following liquidity gap
analysis (in thousands) for the Corporation as of December 31, 2010 compares the difference between cash flows
from existing assets and liabilities over future time intervals. Management seeks to limit the size of the liquidity
gaps so that sources and uses of funds are reasonably matched in the normal course of business. A matched position
lays a better foundation for dealing with the additional funding needs during a potential liquidity crisis. The twelve-
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month cumulative gap to total assets of (1.1)% as of December 31, 2010 compares to an internal guideline of
between (5.0)% and 5.0%. This metric was not calculated as of December 31, 2009.

Within 2-3 4-6 7-12 Total
1 Month Months Months Months 1 Year
Assets
Loans $142,034 $269,510 $408,924 $ 703,691 $1,524,159
Investments 96,275 74,259 133,078 232,613 536,225
238,309 343,769 542,002 936,304 2,060,384
Liabilities
Non-maturity deposits 57,391 114,783 172,174 344,349 688,697
Time deposits 147,313 249,105 363,374 512,573 1,272,365
Borrowings 27,353 34,291 47,683 90,105 199,432
232,057 398,179 583,231 947,027 2,160,494
Period Gap (Assets - Liabilities) $ 6,252 $(54,410) $(41,229) (10,723) (100,110)
Cumulative Gap $ 6,252 $(48,158) $(89,387) (100,110)
Cumulative Gap to Total Assets 0.1% (0.5)% (1.0)% (1.)%

In addition, the ALCO regularly monitors various liquidity ratios and stress scenarios of the Corporation’s
liquidity position. Management believes the Corporation has sufficient liquidity available to meet its normal
operating and contingency funding cash needs.

Market Risk

Market risk refers to potential losses arising from changes in interest rates, foreign exchange rates, equity
prices and commodity prices. The Securities footnote in the Notes to Consolidated Financial Statements, which is
included in Item 8 of this Report, discusses impairment charges the Corporation has taken on its investment
portfolio during 2010 and 2009 relating to the pooled TPS and bank stock portfolios. The Securities footnote also
discusses the ongoing process management utilizes to determine whether impairment exists.

The Corporation is primarily exposed to interest rate risk inherent in its lending and deposit-taking
activities as a financial intermediary. To succeed in this capacity, the Corporation offers an extensive variety of
financial products to meet the diverse needs of its customers. These products sometimes contribute to interest rate
risk for the Corporation when product groups do not complement one another. For example, depositors may want
short-term deposits while borrowers desire long-term loans.

Changes in market interest rates may result in changes in the fair value of the Corporation’s financial
instruments, cash flows and net interest income. The ALCO is responsible for market risk management which
involves devising policy guidelines, risk measures and limits, and managing the amount of interest rate risk and its
effect on net interest income and capital. The Corporation uses derivative financial instruments for interest rate risk
management purposes and not for trading or speculative purposes.

Interest rate risk is comprised of repricing risk, basis risk, yield curve risk and options risk. Repricing risk
arises from differences in the cash flow or repricing between asset and liability portfolios. Basis risk arises when
asset and liability portfolios are related to different market rate indexes, which do not always change by the same
amount. Yield curve risk arises when asset and liability portfolios are related to different maturities on a given yield
curve; when the yield curve changes shape, the risk position is altered. Options risk arises from “embedded options”
within asset and liability products as certain borrowers have the option to prepay their loans when rates fall while
certain depositors can redeem their certificates of deposit early when rates rise.
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The Corporation uses a sophisticated asset/liability model to measure its interest rate risk. Interest rate risk
measures utilized by the Corporation include earnings simulation, economic value of equity (EVE) and gap
analysis.

Gap analysis and EVE are static measures that do not incorporate assumptions regarding future business.
Gap analysis, while a helpful diagnostic tool, displays cash flows for only a single rate environment. EVE’s long-
term horizon helps identify changes in optionality and longer-term positions. However, EVE’s liquidation
perspective does not translate into the earnings-based measures that are the focus of managing and valuing a
going concern. Net interest income simulations explicitly measure the exposure to earnings from changes in market
rates of interest. In these simulations, the Corporation’s current financial position is combined with assumptions
regarding future business to calculat