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$
4,444,375

(1) Includes reverse mortgages, at fair value of $21.6 million at June 30, 2017 and $22.6 million at December 31, 2016.
The following table shows the outstanding principal balance and carrying amounts for acquired credit impaired loans
for which the Company applies ASC 310-30 as of the dates indicated:

(Dollars in thousands) June 30,
2017

December
31, 2016

Outstanding principal balance $38,401 $ 41,574
Carrying amount 30,560 33,104
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Allowance for loan losses 588 510
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The following table presents the changes in accretable yield on the acquired credit impaired loans for the six months
ended June 30, 2017:

(Dollars in thousands)

Six
months
ended
June 30,
2017

Balance at beginning of period $5,150
Accretion (1,575 )
Reclassification from nonaccretable difference 1,243
Additions/adjustments (211 )
Disposals (4 )
Balance at end of period $4,603
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6. ALLOWANCE FOR LOAN LOSSES AND CREDIT QUALITY INFORMATION
Allowance for Loan Losses
We maintain an allowance for loan losses which represents our best estimate of probable losses within our loan
portfolio. As losses are realized, they are charged to this allowance. We established our allowance in accordance with
guidance provided in the SEC’s Staff Accounting Bulletin 102 (SAB 102), Selected Loan Loss Allowance
Methodology and Documentation Issues, Accounting Standard Codification ("ASC") Contingencies (ASC 450) and
Receivables (ASC 310). When we have reason to believe it is probable that we will not be able to collect all
contractually due amounts of principal and interest, loans are evaluated for impairment on an individual basis and a
specific allocation of the allowance is assigned in accordance with ASC 310-10. We also maintain an allowance for
loan losses on acquired loans when: (i) for loans accounted for under ASC 310-30, there is deterioration in credit
quality subsequent to acquisition and (ii) for loans accounted for under ASC 310-20, the inherent losses in the loans
exceed the remaining credit discount recorded at the time of acquisition. The determination of the allowance for loan
losses requires significant judgment reflecting our best estimate of impairment related to specifically identified
impaired loans as well as probable loan losses in the remaining loan portfolio. Our evaluation is based on a continuing
review of these portfolios. The following are included in our allowance for loan losses:

•Specific reserves for impaired loans
•An allowance for each pool of homogenous loans based on historical loss experience
•Adjustments for qualitative and environmental factors allocated to pools of homogenous loans
When it is probable that the Bank will be unable to collect all amounts due (interest and principal) in accordance with
the contractual terms of the loan agreement, it assigns a specific reserve to that loan, if necessary. Unless loans are
well-secured and collection is imminent, loans greater than 90 days past due are deemed impaired and their respective
reserves are generally charged-off once the loss has been confirmed. Estimated specific reserves are based on
collateral values, estimates of future cash flows or market valuations. We charge loans off when they are deemed to be
uncollectible. During the six months ended June 30, 2017 and 2016, net charge-offs totaled $3.8 million or 0.17% of
average loans annualized, and $1.4 million, or 0.07% of average loans annualized, respectively.
Allowances for pooled homogeneous loans, that are not deemed impaired, are based on historical net loss experience.
Estimated losses for pooled portfolios are determined differently for commercial loan pools and retail loan pools.
Commercial loans are pooled as follows: commercial, owner-occupied commercial, commercial mortgages and
construction. Each pool is further segmented by internally assessed risk ratings. Loan losses for commercial loans are
estimated by determining the probability of default and expected loss severity upon default. Probability of default is
calculated based on the historical rate of migration to impaired status during the last 26 quarters. During the six
months ended June 30, 2017, we increased the look-back period to 26 quarters from the 24 quarters used at
December 31, 2016. This increase in the look-back period allows us to continue to anchor to the fourth quarter of
2010 to ensure that the core reserves calculated by the ALLL model are adequately considering the losses within a full
credit cycle.
Loss severity upon default is calculated as the actual loan losses (net of recoveries) on impaired loans in their
respective pool during the same time frame. Retail loans are pooled into the following segments: residential mortgage,
consumer secured and consumer unsecured loans. Pooled reserves for retail loans are calculated based solely on
average net loss rates over the same 26 quarter look-back period.  
Qualitative adjustment factors consider various current internal and external conditions which are allocated among
loan types and take into consideration:

•Current underwriting policies, staff, and portfolio mix,
•Internal trends of delinquency, nonaccrual and criticized loans by segment,
•Risk rating accuracy, control and regulatory assessments/environment,
•General economic conditions - locally and nationally,
•Market trends impacting collateral values,
•The competitive environment, as it could impact loan structure and underwriting, and
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•Valuation complexity by segment.
The above factors are based on their relative standing compared to the period in which historic losses are used in core
reserve estimates and current directional trends. Qualitative factors in our model can add to or subtract from core
reserves.
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The allowance methodology uses a loss emergence period (LEP), which is the period of time between an event that
triggers the probability of a loss and the confirmation of the loss. We estimate the commercial LEP to be
approximately 9 quarters as of June 30, 2017. Our residential mortgage and consumer LEP remained at 4 quarters as
of June 30, 2017. We evaluate LEP quarterly for reasonableness and complete a detailed historical analysis of our
LEP annually for our commercial portfolio and review the current 4 quarter LEP for the retail portfolio to determine
the continued reasonableness of this assumption.
In prior periods, we had a component of the allowance for model estimation and complexity risk reserve. During the
second quarter of 2016 as a result of continued refinement of the model and normal review of the factors, we removed
the model estimation and complexity risk reserve from our calculation of the allowance of loan losses.
Our loan officers and risk managers meet at least quarterly to discuss and review the conditions and risks associated
with individual problem loans. In addition, various regulatory agencies periodically review our loan ratings and
allowance for loan losses and the Bank’s internal loan review department performs loan reviews.
The following tables provide the activity of our allowance for loan losses and loan balances for the three and six
months ended June 30, 2017:

(Dollars in thousands) Commercial Owner-occupied
Commercial

Commercial
Mortgages ConstructionResidential(1)Consumer Total

Three months ended June 30, 2017
Allowance for loan
losses
Beginning balance $14,205 $ 6,030 $8,335 $ 2,961 $ 2,054 $6,241 $39,826
Charge-offs (929 ) — (402 ) (117 ) (42 ) (888 ) (2,378 )
Recoveries 319 33 7 2 10 343 714
Provision (credit) 520 (265 ) (853 ) 471 17 1,453 1,343
Provision for acquired
loans 109 18 248 115 11 (1 ) 500

Ending balance $14,224 $ 5,816 $7,335 $ 3,432 $ 2,050 $7,148 $40,005
Six months ended June 30, 2017
Allowance for loan
losses
Beginning balance $13,339 $ 6,588 $8,915 $ 2,838 $ 2,059 $6,012 $39,751
Charge-offs (2,184 ) (192 ) (506 ) (131 ) (53 ) (2,031 ) (5,097 )
Recoveries 403 108 53 4 130 648 1,346
Provision (credit) 2,469 (706 ) (1,371 ) 629 (97 ) 2,533 3,457
Provision for acquired
loans 197 18 244 92 11 (14 ) 548

Ending balance $14,224 $ 5,816 $7,335 $ 3,432 $ 2,050 $7,148 $40,005
Period-end allowance allocated to:
Loans individually
evaluated for
impairment

$1,342 $ — $1,464 $ 772 $ 869 $195 $4,642

Loans collectively
evaluated for
impairment

12,587 5,783 5,714 2,595 1,147 6,949 34,775

Acquired loans
evaluated for
impairment

295 33 157 65 34 4 588

Ending balance $14,224 $ 5,816 $7,335 $ 3,432 $ 2,050 $7,148 $40,005
Period-end loan balances evaluated for:

$14,845 $ 3,432 $10,941 $ 4,808 $ 14,023 $8,396 $56,445
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Loans individually
evaluated for
impairment (2)

Loans collectively
evaluated for
impairment

1,171,831 945,919 921,069 252,637 157,653 439,273 3,888,382

Acquired nonimpaired
loans 130,986 148,686 204,809 20,340 80,074 44,902 629,797

Acquired impaired
loans 6,002 11,839 10,187 2,021 852 246 31,147

Ending balance (3) $1,323,664 $ 1,109,876 $1,147,006 $ 279,806 $ 252,602 $492,817 $4,605,771
(1) Period-end loan balance excludes reverse mortgages, at fair value of $21.6 million.

(2)
The difference between this amount and nonaccruing loans represents accruing troubled debt restructured loans of
$18.1 million for the period ending June 30, 2017. Accruing troubled debt restructured loans are considered
impaired loans.

(3) Ending loan balances do not include net deferred fees.
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The following table provides the activity of the allowance for loan losses and loan balances for the six months ended
June 30, 2016:

(Dollars in
thousands) Commercial

Owner -
occupied
Commercial

Commercial
Mortgages ConstructionResidential(1)Consumer Complexity Risk(2)Total

Three months ended June 30, 2016
Allowance for
loan losses
Beginning
balance $11,482 $6,702 $6,516 $ 3,609 $ 2,269 $5,954 $ 1,024 $37,556

Charge-offs (727 ) (141 ) (61 ) (3 ) (15 ) (818 ) — (1,765 )
Recoveries 224 13 34 — 57 373 — 701
Provision
(credit) 353 133 1,598 (352 ) 22 317 (1,024 ) 1,047

Provision for
acquired loans 70 16 48 54 19 — — 207

Ending balance $11,402 $6,723 $8,135 $ 3,308 $ 2,352 $5,826 $ — $37,746
Six months ended June 30, 2016
Allowance for
loan losses
Beginning
balance $11,156 $6,670 $6,487 $ 3,521 $ 2,281 $5,964 $ 1,010 $37,089

Charge-offs (906 ) (141 ) (78 ) (29 ) (29 ) (1,449 ) — (2,632 )
Recoveries 334 51 113 46 79 632 — 1,255
Provision
(credit) 837 127 1,561 (280 ) 2 717 (1,010 ) 1,954

Provision for
acquired loans (19 ) 16 52 50 19 (38 ) 80

Ending balance $11,402 $6,723 $8,135 $ 3,308 $ 2,352 $5,826 $ — $37,746
Period-end allowance allocated to:
Loans
individually
evaluated for
impairment

$426 $— $— $ 211 $ 992 $205 $ — $1,834

Loans
collectively
evaluated for
impairment

10,923 6,686 8,009 3,038 1,340 5,621 — 35,617

Acquired loans
evaluated for
impairment

53 37 126 59 20 — — 295

Ending balance $11,402 $6,723 $8,135 $ 3,308 $ 2,352 $5,826 $ — $37,746
Period-end loan balances:
Loans
individually
evaluated for
impairment (3)

$2,558 $838 $1,702 $ 1,419 $ 14,416 $7,965 $ — $28,898

Loans
collectively

1,045,918 857,270 869,771 181,440 153,811 352,675 — 3,460,885
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evaluated for
impairment
Acquired
nonimpaired
loans

58,423 70,465 108,212 12,086 67,484 13,990 — 330,660

Acquired
impaired loans 1,711 9,757 10,560 4,094 946 4 — 27,072

Ending
balance (4) $1,108,610 $938,330 $990,245 $ 199,039 $ 236,657 $374,634 $ — $3,847,515

(1) Period-end loan balance excludes reverse mortgages, at fair value of $25.3 million.

(2) Represents the portion of the allowance for loan losses established to capture factors not already included in other
components in our allowance for loan losses methodology.

(3)
The difference between this amount and nonaccruing loans represents accruing troubled debt restructured loans of
$14.1 million for the period ending June 30, 2016. Accruing troubled debt restructured loans are considered
impaired loans.

(4) Ending loan balances do not include net deferred fees.
Nonaccrual and Past Due Loans
Nonaccruing loans are those on which the accrual of interest has ceased. Typically, we discontinue accrual of interest
on originated loans after payments become more than 90 days past due or earlier if we do not expect the full collection
of principal or interest in accordance with the terms of the loan agreement. Interest accrued but not collected at the
date a loan is placed on nonaccrual status is reversed and charged against interest income. In addition, the accretion of
net deferred loan fees and amortization of net deferred loan costs is suspended when a loan is placed on nonaccrual
status. Subsequent cash receipts are applied either to the outstanding principal balance or recorded as interest income,
depending on our assessment of the ultimate collectability of principal and interest. Loans greater than 90 days past
due and still accruing are defined as loans contractually past due 90 days or more as to principal or interest payments,
but which remain in accrual status because they are considered well secured and are in the process of collection.
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The following tables show our nonaccrual and past due loans at the dates indicated:

June 30, 2017

(Dollars in thousands)

30–59
Days
Past Due 
and
Still 
Accruing

60–89
Days
Past
Due and
Still 
Accruing

Greater 
Than
90 Days
Past
Due and
Still
Accruing

Total Past
Due
And Still
Accruing

Accruing
Current
Balances

Acquired
Impaired
Loans

Nonaccrual
Loans

Total
Loans

Commercial $901 $ 6 $ — $907 $1,302,051 $6,002 $14,704 $1,323,664
Owner-occupied
commercial — — — — 1,094,605 11,839 3,432 1,109,876

Commercial mortgages 237 — — 237 1,125,854 10,187 10,728 1,147,006
Construction — — — — 276,723 2,021 1,062 279,806
Residential(1) 2,411 348 — 2,759 244,031 852 4,960 252,602
Consumer 598 488 92 1,178 487,897 246 3,496 492,817
Total (2) $4,147 $ 842 $ 92 $5,081 $4,531,161 $31,147 $38,382 $4,605,771
% of Total Loans 0.09 % 0.02 % — % 0.11 % 98.38 % 0.68 % 0.83 % 100 %
(1) Residential accruing current balances excludes reverse mortgages at fair value of $21.6 million.
(2) The balances above include a total of $629.8 million of acquired nonimpaired loans.

December 31, 2016

(Dollars in thousands)

30–59 Days
Past Due 
and
Still 
Accruing

60–89 Days
Past Due 
and
Still 
Accruing

Greater 
Than
90 Days
Past
Due and
Still
Accruing

Total Past
Due And
Still
Accruing

Accruing
Current
Balances

Acquired
Impaired
Loans

Nonaccrual
Loans

Total
Loans

Commercial $1,507 $ 278 $ — $1,785 $1,277,748 $6,183 $2,015 $1,287,731
Owner-occupied
commercial 116 540 — 656 1,063,306 12,122 2,078 1,078,162

Commercial
mortgages 167 — — 167 1,143,180 10,386 9,821 1,163,554

Construction 132 — — 132 218,886 3,694 — 222,712
Residential(1) 3,176 638 153 3,967 257,234 860 4,967 267,028
Consumer 392 346 285 1,023 444,642 369 3,995 450,029
Total(2) $5,490 $ 1,802 $ 438 $7,730 $4,404,996 $33,614 $22,876 $4,469,216
% of Total Loans 0.12 % 0.04 % 0.01 % 0.17 % 98.57 % 0.75 % 0.51 % 100 %
(1) Residential accruing current balances excludes reverse mortgages, at fair value of $22.6 million.
(2) The balances above include a total of $724.1 million of acquired nonimpaired loans.
Impaired Loans
Loans for which it is probable we will not collect all principal and interest due according to their contractual terms,
which is assessed based on the credit characteristics of the loan and/or payment status, are measured for impairment in
accordance with the provisions of SAB 102 and FASB ASC 310, Receivables (ASC 310). The amount of impairment
is required to be measured using one of three methods: (1) the present value of expected future cash flows discounted
at the loan’s effective interest rate; (2) the fair value of collateral, if the loan is collateral dependent or (3) the loan’s
observable market price. If the measure of the impaired loan is less than the recorded investment in the loan, a related
allowance is allocated for the impairment.
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The following tables provide an analysis of our impaired loans at June 30, 2017 and December 31, 2016:

June 30, 2017

(Dollars in thousands)
Ending
Loan
Balances

Loans with
No Related
Reserve (1)

Loans with
Related
Reserve

Related
Reserve

Contractual
Principal
Balances

Average
Loan
Balances

Commercial $16,906 $ 2,632 $ 14,274 $ 1,637 $ 18,726 $ 9,771
Owner-occupied commercial 8,232 3,432 4,800 33 8,662 5,346
Commercial mortgages 13,821 2,997 10,824 1,621 19,091 11,256
Construction 6,114 1,779 4,335 837 6,208 3,918
Residential 14,605 8,167 6,438 903 17,415 14,778
Consumer 8,436 7,234 1,202 199 11,300 8,319
Total (2) $68,114 $ 26,241 $ 41,873 $ 5,230 $ 81,402 $ 53,388
(1) Reflects loan balances at or written down to their remaining book balance.

(2) The above includes acquired impaired loans totaling $11.7 million in the ending loan balance and $12.9 million in
the contractual principal balance of the total acquired impaired loan portfolio of $31.1 million 

December 31, 2016

(Dollars in thousands)
Ending
Loan
Balances

Loans with
No
Related
Reserve (1)

Loans with
Related
Reserve

Related
Reserve

Contractual
Principal
Balances

Average
Loan
Balances

Commercial $4,250 $ 1,395 $ 2,855 $ 505 $ 5,572 $ 5,053
Owner-occupied commercial 4,650 2,078 2,572 15 5,129 3,339
Commercial mortgages 15,065 4,348 10,717 1,433 20,716 7,323
Construction 3,662 — 3,662 303 3,972 2,376
Residential 14,256 7,122 7,134 934 17,298 15,083
Consumer 8,021 6,561 1,460 215 11,978 7,910
Total (2) $49,904 $ 21,504 $ 28,400 $ 3,405 $ 64,665 $ 41,084
(1) Reflects loan balances at or written down to their remaining book balance.

(2) The above includes acquired impaired loans totaling $12.8 million in the ending loan balance and $15.0 million in
the contractual principal balance of the total acquired impaired loan portfolio of $33.6 million.

Interest income of $0.4 million and $0.7 million was recognized on impaired loans during the three and six months
ended June 30, 2017, respectively. Interest income of $0.2 million and $0.3 million was recognized on impaired loans
during the three and six months ended June 30, 2016, respectively.
As of June 30, 2017, there were 33 residential loans and 6 commercial loans in the process of foreclosure. The total
outstanding balance on the loans was $4.4 million and $1.7 million, respectively. As of December 31, 2016, there
were 29 residential loans and 7 commercial loans in the process of foreclosure. The total outstanding balance on the
loans was $3.7 million and $3.6 million, respectively.
Reserves on Acquired Nonimpaired Loans
In accordance with FASB ASC 310, loans acquired by the Bank through its mergers with FNBW, Alliance and Penn
Liberty are required to be reflected on the balance sheet at their fair values on the date of acquisition as opposed to
their contractual values. Therefore, on the date of acquisition establishing an allowance for acquired loans is
prohibited. After the acquisition date the Bank performs a separate allowance analysis on a quarterly basis to
determine if an allowance for loan loss is necessary. Should the credit risk calculated exceed the purchased loan
portfolio’s remaining credit mark, additional reserves will be added to the Bank’s allowance. When a purchased loan
becomes impaired after its acquisition, it is evaluated as part of the Bank’s reserve analysis and a specific reserve is
established to be included in the Bank’s allowance.
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Credit Quality Indicators
Below is a description of each of our risk ratings for all commercial loans:

•Pass. These borrowers currently show no indication of deterioration or potential problems and their loans are
considered fully collectible

•

Special Mention. Borrowers have potential weaknesses that deserve management’s close attention. Borrowers in this
category may be experiencing adverse operating trends, for example, declining revenues or margins, high leverage,
tight liquidity, or increasing inventory without increasing sales. These adverse trends can have a potential negative
effect on the borrower’s repayment capacity. These assets are not adversely classified and do not expose the Bank to
significant risk that would warrant a more severe rating. Borrowers in this category may also be experiencing
significant management problems, pending litigation, or other structural credit weaknesses.

•

Substandard. Borrowers have well-defined weaknesses that require extensive oversight by management. Borrowers in
this category may exhibit one or more of the following: inadequate debt service coverage, unprofitable operations,
insufficient liquidity, high leverage, and weak or inadequate capitalization. Relationships in this category are not
adequately protected by the sound financial worth and paying capacity of the obligor or the collateral pledged on the
loan, if any. A distinct possibility exists that the Bank will sustain some loss if the deficiencies are not corrected.

•

Doubtful. Borrowers have well-defined weaknesses inherent in the Substandard category with the added characteristic
that the possibility of loss is extremely high. Current circumstances in the credit relationship make collection or
liquidation in full highly questionable. A doubtful asset has some pending event that may strengthen the asset that
defers the loss classification. Such impending events include: perfecting liens on additional collateral, obtaining
collateral valuations, an acquisition or liquidation preceding, proposed merger, or refinancing plan.

•

Loss. Borrowers are uncollectible or of such negligible value that continuance as a bankable asset is not
supportable. This classification does not mean that the asset has absolutely no recovery or salvage value, but rather
that it is not practical to defer writing off this asset even though partial recovery may be recognized sometime in the
future.
Residential and Consumer Loans
The residential and consumer loan portfolios are monitored on an ongoing basis using delinquency information and
loan type as credit quality indicators. These credit quality indicators are assessed in the aggregate in these relatively
homogeneous portfolios. Loans that are greater than 90 days past due are generally considered nonperforming and
placed on nonaccrual status.

The following tables provide an analysis of loans by portfolio segment based on the credit quality indicators used to
determine the Allowance for Loan Loss.
Commercial Credit Exposure

June 30, 2017

(Dollars in thousands) CommercialOwner-occupied
Commercial

Commercial
Mortgages Construction Total

Commercial(1)

Amount %
Risk Rating:
Special mention $18,225 $ 6,983 $ 8,900 $ — $34,108
Substandard:
Accrual 42,217 20,893 67 4,506 67,683
Nonaccrual 13,362 3,432 9,264 289 26,347
Doubtful 1,342 — 1,464 772 3,578
Total Special Mention and Substandard 75,146 31,308 19,695 5,567 131,716 3 %
Acquired impaired 6,002 11,839 10,187 2,021 30,049 1 %
Pass 1,242,516 1,066,729 1,117,124 272,218 3,698,587 96 %
Total $1,323,664 $ 1,109,876 $ 1,147,006 $ 279,806 $3,860,352 100%
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(1) Table includes $504.8 million of acquired nonimpaired loans as of June 30, 2017.
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December 31, 2016

(Dollars in thousands) CommercialOwner-occupied
Commercial

Commercial
Mortgages Construction Total

Commercial(1)

Amount %
Risk Rating:
Special mention $17,630 $ 11,419 $ 34,198 $ — $63,247
Substandard:
Accrual 45,067 19,871 239 2,193 67,370
Nonaccrual 1,693 2,078 8,574 — 12,345
Doubtful 322 — 1,247 — 1,569
Total Special Mention and Substandard 64,712 33,368 44,258 2,193 144,531 4 %
Acquired impaired 6,183 12,122 10,386 3,694 32,385 1 %
Pass 1,216,836 1,032,672 1,108,910 216,825 3,575,243 95 %
Total $1,287,731 $ 1,078,162 $ 1,163,554 $ 222,712 $3,752,159 100%
(1) Table includes $573.5 million of acquired nonimpaired loans as of December 31, 2016.
Residential and Consumer Credit Exposure

(Dollars in thousands) Residential(2) Consumer Total Residential and Consumer(3)

June 30, December
31, June 30, December

31, June 30, 2017 December 31,
2016

2017 2016 2017 2016 Amount Percent Amount Percent
Nonperforming(1) $14,023 $13,547 $8,396 $7,863 $22,419 3 % $21,410 3 %
Acquired impaired loans 852 860 246 369 1,098 — % 1,229 — %
Performing 237,727 252,621 484,175 441,797 721,902 97 % 694,418 97 %
Total $252,602 $267,028 $492,817 $450,029 $745,419 100 % $717,057 100 %

(1)
Includes $14.0 million as of June 30, 2017 and $12.4 million as of December 31, 2016 of troubled debt
restructured mortgages and home equity installment loans that are performing in accordance with the loans’
modified terms and are accruing interest.

(2) Residential performing loans excludes $21.6 million and $22.6 million of reverse mortgages at fair value as of
June 30, 2017 and December 31, 2016, respectively.

(3) Total includes $125.0 million and $150.5 million in acquired nonimpaired loans as of June 30, 2017 and
December 31, 2016, respectively.

Troubled Debt Restructurings (TDRs)
TDRs are recorded in accordance with FASB ASC 310-40, Troubled Debt Restructuring by Creditors (ASC 310-40). 
The following table presents the balance of TDRs as of the indicated dates:

(Dollars in thousands) June 30,
2017

December
31, 2016

Performing TDRs $18,109 $ 14,336
Nonperforming TDRs 10,657 8,451
    Total TDRs $28,766 $ 22,787
Approximately $2.1 million and $1.3 million in related reserves have been established for these loans at June 30, 2017
and December 31, 2016, respectively.
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The following table presents information regarding the types of loan modifications made for the six months ended
June 30, 2017:

Contractual
payment
reduction
and term
extension

Maturity
Date
Extension

Discharged
in
bankruptcy

Other
(1) Total

Commercial 1 1 — — 2
Owner-occupied commercial — 1 — — 1
Construction — 2 — 1 3
Residential — — 1 — 1
Consumer — — 7 4 11

1 4 8 5 18
(1) Other includes underwriting exceptions. 
Principal balances are generally not forgiven when a loan is modified as a TDR. Nonaccruing restructured loans
remain in nonaccrual status until there has been a period of sustained repayment performance, typically six months
and payment is reasonably assured.
The following table presents loans identified as TDRs during the three and six months ended June 30, 2017 and 2016.

Three Months Ended June 30,
2017 2016

(Dollars in thousands) Pre
Modification

Post
Modification

Pre
Modification

Post
Modification

Commercial $338 $ 338 $ 141 $ 141
Owner-occupied commercial — — — —
Commercial mortgages — — — —
Construction 124 124 — —
Residential — — 112 112
Consumer 674 674 240 240
Total $1,136 $ 1,136 $ 493 $ 493

Six Months Ended June 30,
2017 2016

(Dollars in thousands) Pre
Modification

Post
Modification

Pre
Modification

Post
Modification

Commercial $781 $ 781 $1,125 $ 1,125
Owner-occupied commercial 3,071 3,071 — —
Commercial mortgages — — — —
Construction 1,836 1,836 — —
Residential 242 242 726 726
Consumer 1,258 1,258 455 455
Total $7,188 $ 7,188 $2,306 $ 2,306

During the six months ended June 30, 2017, the TDRs set forth in the table above increased our allowance for loan
losses less than $0.3 million, and resulted in no additional charge-offs. For the same period of 2016, the TDRs set
forth in the table above had no change on our allowance for loan losses allocation of the related reserve and resulted in
charge-offs of less than $0.1 million. At June 30, 2017, two commercial mortgage loans TDRs defaulted that had
received troubled debt modification during the past twelve months with a total loan amount of $0.6 million.
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7. GOODWILL AND INTANGIBLES
In accordance with FASB ASC 805, Business Combinations (ASC 805) and FASB ASC 350, Intangibles-Goodwill
and Other (ASC 350), all assets and liabilities acquired in purchase acquisitions, including goodwill, indefinite-lived
intangibles and other intangibles are recorded at fair value.
During the six months ended June 30, 2017, we determined there were no events or other indicators of impairment as
it relates to goodwill or other intangibles.
The following table shows the changes in our goodwill during the quarter as well as the allocation of goodwill to our
reportable operating segments for purposes of goodwill impairment testing:

WSFS Cash Wealth Consolidated
(Dollars in thousands) Bank Connect Management Company
December 31, 2016 $147,396 $ —$ 20,143 $ 167,539
Remeasurement adjustments (1,588 ) — 56 (1,532 )
June 30, 2017 $145,808 $ —$ 20,199 $ 166,007
ASC 350 also requires that an acquired intangible asset be separately recognized if the benefit of the intangible asset is
obtained through contractual or other legal rights, or if the asset can be sold, transferred, licensed, rented or
exchanged, regardless of the acquirer’s intent to do so.
The following tables summarize other intangible assets:

June 30, 2017

(Dollars in thousands)
Gross
Intangible
Assets

Accumulated
Amortization

Net
Intangible
Assets

Amortization Period

Core deposits $10,658 $ (3,720 ) $ 6,938 10 years
Customer relationships 17,561 (3,413 ) 14,148 7-15 years
Non-compete agreements 221 (35 ) 186 5 years
Loan servicing rights 2,135 (1,103 ) 1,032 10-30 years
Favorable lease asset 1,932 (260 ) 1,672 10 months-18 years
Total intangible assets $32,507 $ (8,531 ) $ 23,976

December 31, 2016

(Dollars in thousands)
Gross
Intangible
Assets

Accumulated
Amortization

Net
Intangible
Assets

Amortization Period

Core deposits $13,128 $ (5,630 ) $ 7,498 10 years
Customer relationships 17,561 (2,612 ) 14,949 7-15 years
Non-compete agreements 1,006 (728 ) 278 6 months- 5 years
Loan servicing rights 1,708 (1,067 ) 641 10-30 years
Favorable lease asset 458 (116 ) 342 10 months-15 years
Total intangible assets $33,861 $ (10,153 ) $ 23,708
Core deposits are amortized over their expected lives using the present value of the benefit of the core deposits and
either accelerated or straight-line methods of amortization. During the six months ended June 30, 2017, we recognized
amortization expense on other intangible assets of $1.6 million.
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The following table shows the estimated future amortization expense related to our intangible assets:

(Dollars in thousands) Amortization
of Intangibles

Remaining in 2017 $ 1,525
2018 2,986
2019 2,918
2020 2,722
2021 2,396
Thereafter 11,429
Total $ 23,976

8. ASSOCIATE BENEFIT PLANS
Postretirement Medical Benefits
We share certain costs of providing health and life insurance benefits to eligible retired Associates (employees) and
their eligible dependents. Previously, all Associates were eligible for these benefits if they reached normal retirement
age while working for us. Effective March 31, 2014, we changed the eligibility of this plan to include only those
Associates who have achieved ten years of service with us as of March 31, 2014. As of December 31, 2014, we began
to use the mortality table issued by the Office of the Actuary of the U.S. Bureau of Census in October 2014 in our
calculation.
We account for our obligations under the provisions of FASB ASC 715, Compensation - Retirement Benefits (ASC
715). ASC 715 requires that we recognize the costs of these benefits over an Associate’s active working
career. Amortization of unrecognized net gains or losses resulting from experience different from that assumed and
from changes in assumptions is included as a component of net periodic benefit cost over the remaining service period
of active employees to the extent that such gains and losses exceed 10% of the accumulated postretirement benefit
obligation, as of the beginning of the year.
The following are disclosures of the net periodic benefit cost components of postretirement medical benefits measured
at January 1, 2017 and 2016.

Three
months
ended June
30,

Six months
ended June
30,

(Dollars in thousands) 2017 2016 2017 2016
Service cost $14 $14 $29 $29
Interest cost 19 19 38 38
Prior service cost amortization (19 ) (19 ) (38 ) (26 )
Net gain recognition (18 ) (16 ) (34 ) (31 )
Net periodic benefit cost $(4 ) $(2 ) $(5 ) $10

Alliance Associate Pension Plan

During the fourth quarter of 2015, we completed the acquisition of Alliance and its wholly owned subsidiary, Alliance
Bank, headquartered in Broomall, Pennsylvania. At the time of the acquisition we assumed the Alliance pension plan
offered to its current associates.
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The following table shows the net periodic benefit cost components for the Alliance Associate Pension Plan benefits
measured at January 1, 2017.

(Dollars in thousands)

Three
months
ended
June
30,
2017

Six
months
ended
June
30,
2017

Service cost $ 10 $ 20
Interest cost 75 150
Expected Return on Plan Assets (135 ) (270 )
Prior service cost amortization — —
Net gain recognition — —
Net periodic benefit cost $ (50 ) $ (100 )
9. INCOME TAXES
We account for income taxes in accordance with FASB ASC 740, Income Taxes (ASC 740). ASC 740 requires the
recording of deferred income taxes that reflect the net tax effects of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for income tax purposes. We
exercise significant judgment in the evaluation of the amount and timing of the recognition of the resulting tax assets
and liabilities. The judgments and estimates required for the evaluation are updated based on changes in business
factors and the tax laws. If actual results differ from the assumptions and other considerations used in estimating the
amount and timing of tax recognized, there can be no assurance that additional expenses will not be required in future
periods.
ASC 740 prescribes a minimum probability threshold that a tax position must meet before a financial statement
benefit is recognized. We recognize, when applicable, interest and penalties related to unrecognized tax benefits in the
provision for income taxes in the financial statements. Assessment of uncertain tax positions under ASC 740 requires
careful consideration of the technical merits of a position based on our analysis of tax regulations and interpretations.
There were no unrecognized tax benefits as of June 30, 2017. We record interest and penalties on potential income tax
deficiencies as income tax expense. Our federal and state tax returns for the 2013 through 2016 tax years are subject to
examination as of June 30, 2017. We do not expect to record or realize any material unrecognized tax benefits during
2017.
As a result of the adoption of ASU No. 2014-01, “Investments-Equity Method and Joint Ventures: Accounting for
Investments in Qualified Affordable Housing Projects,” the amortization of our low-income housing credit investments
has been reflected as income tax expense. Accordingly, $0.4 million of such amortization has been reflected as income
tax expense for the three months ended June 30, 2017 and June 30, 2016, and $0.8 million of such amortization has
been reflected as income tax expense for the six months ended June 30, 2017 and June 30, 2016.
The amount of affordable housing tax credits, amortization and tax benefits recorded as income tax expense for the six
months ended June 30, 2017 were $0.8 million, $0.8 million and $0.2 million, respectively. The carrying value of the
investment in affordable housing credits is $14.6 million at June 30, 2017, compared to $15.4 million at December 31,
2016.
10. FAIR VALUE DISCLOSURES OF FINANCIAL ASSETS AND LIABILITIES
FAIR VALUE OF FINANCIAL ASSETS AND LIABILITIES
ASC 820-10 defines fair value as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. ASC 820-10 establishes a fair value
hierarchy that prioritizes the use of inputs used in valuation methodologies into the following three levels:

•
Level 1: Inputs to the valuation methodology are quoted prices, unadjusted, for identical assets or liabilities in active
markets. A quoted price in an active market provides the most reliable evidence of fair value and shall be used to
measure fair value whenever available.
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•

Level 2: Inputs to the valuation methodology include quoted prices for similar assets or liabilities in active markets;
inputs to the valuation methodology include quoted prices for identical or similar assets or liabilities in markets that
are not active; or inputs to the valuation methodology that are derived principally from or can be corroborated by
observable market data by correlation or other means.

•

Level 3: Inputs to the valuation methodology are unobservable and significant to the fair value measurement. Level 3
assets and liabilities include financial instruments whose value is determined using discounted cash flow
methodologies, as well as instruments for which the determination of fair value requires significant management
judgment or estimation.
The following tables present financial instruments carried at fair value as of June 30, 2017 and December 31, 2016 by
level in the valuation hierarchy (as described above):

June 30, 2017

(Dollars in thousands)

Quoted
Prices
in
Active
Markets for
Identical
Asset
(Level
1)

Significant
Other
Observable
Inputs
(Level 2)

Significant
Unobservable
Inputs
(Level 3)

Total
Fair
Value

Assets measured at fair value on a recurring basis:
Available-for-sale securities:
CMO $— $ 314,839 $ — $314,839
FNMA MBS — 395,960 — 395,960
FHLMC MBS — 77,144 — 77,144
GNMA MBS — 26,939 — 26,939
GSE — 2,993 — 2,993
Other investments 620 — — 620
Other assets — 1,002 — 1,002
Total assets measured at fair value on a recurring basis $620 $ 818,877 $ — $819,497

Liabilities measured at fair value on a recurring basis:
Other liabilities $— $ 2,708 $ — $2,708

Assets measured at fair value on a nonrecurring basis:
Other real estate owned $— $ — $ 2,121 $2,121
Loans held for sale — 35,425 — 35,425
Impaired loans, net — — 62,884 62,884
Total assets measured at fair value on a nonrecurring basis $— $ 35,425 $ 65,005 $100,430
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December 31, 2016

(Dollars in thousands)

Quoted
Prices
in
Active
Markets
for
Identical
Asset
(Level 1)

Significant
Other
Observable
Inputs
(Level 2)

Significant
Unobservable
Inputs
(Level 3)

Total
Fair
Value

Assets measured at fair value on a recurring basis:
Available-for-sale securities:
CMO $— $ 261,215 $ — $261,215
FNMA MBS — 405,764 — 405,764
FHLMC MBS — 63,515 — 63,515
GNMA MBS — 28,416 — 28,416
GSE — 35,010 — 35,010
Other investments 623 — — 623
Other assets — 1,508 — 1,508
Total assets measured at fair value on a recurring basis $623 $ 795,428 $ — $796,051

Liabilities measured at fair value on a recurring basis:
Other liabilities $— $ 3,380 $ — $3,380

Assets measured at fair value on a nonrecurring basis
Other real estate owned $— $ — $ 3,591 $3,591
Loans held for sale — 54,782 — 54,782
Impaired loans, net — — 46,499 46,499
Total assets measured at fair value on a nonrecurring basis $— $ 54,782 $ 50,090 $104,872
There were no transfers between Level 1 and Level 2 of the fair value hierarchy during the six months ended  June 30,
2017.
Fair value is based on quoted market prices, where available. If such quoted market prices are not available, fair value
is based on internally developed models or obtained from third parties that primarily use, as inputs, observable
market-based parameters. Valuation adjustments may be made to ensure that financial instruments are recorded at fair
value. These adjustments may include unobservable parameters. Our valuation methodologies may produce a fair
value calculation that may not be indicative of net realizable value or reflective of future fair values. While we believe
our valuation methodologies are appropriate and consistent with other market participants, the use of different
methodologies or assumptions to determine the fair value of certain financial instruments could result in a different
estimate of fair value at the reporting date.
Available-for-sale securities
As of June 30, 2017, securities classified as available-for-sale are reported at fair value using Level 2 inputs, except
for one mutual fund asset acquired as part of the Penn Liberty acquisition, which is categorized as Level 1. Included in
the Level 2 total are approximately $3.0 million in U.S. Treasury Notes and Federal Agency debentures, and $814.9
million in Federal Agency MBS. We believe that this Level 2 designation is appropriate for these securities under
ASC 820-10 as, with almost all fixed income securities, none are exchange traded, and all are priced by correlation to
observed market data. For these securities we obtain fair value measurements from an independent pricing
service. The fair value measurements consider observable data that may include dealer quotes, market spreads, cash
flows, U.S. government and agency yield curves, live trading levels, trade execution data, market consensus
prepayment speeds, credit information, and the security’s terms and conditions, among other factors.
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Other real estate owned
Other real estate owned consists of loan collateral which has been repossessed through foreclosure or other
measures. Initially, foreclosed assets are recorded at the lower of the loan balance or fair value of the collateral less
estimated selling costs. Subsequent to foreclosure, valuations are updated periodically and the assets may be marked
down further, reflecting a new cost basis. The fair value of our real estate owned was estimated using Level 3 inputs
based on appraisals obtained from third parties.
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Loans held for sale
The fair value of our loans held for sale is based on estimates using Level 2 inputs. These inputs are based on pricing
information obtained from wholesale mortgage banks and brokers and applied to loans with similar interest rates and
maturities.
Impaired loans
We evaluate and value impaired loans at the time the loan is identified as impaired, and the fair values of such loans
are estimated using Level 3 inputs in the fair value hierarchy. Each loan’s collateral has a unique appraisal and
management’s discount of the value is based on the factors unique to each impaired loan. The significant unobservable
input in determining the fair value is management’s subjective discount on appraisals of the collateral securing the
loan, which range from 10% - 50%. Collateral may consist of real estate and/or business assets including equipment,
inventory and/or accounts receivable and the value of these assets is determined based on the appraisals by qualified
licensed appraisers hired by us. Appraised and reported values may be discounted based on management’s historical
knowledge, changes in market conditions from the time of valuation, estimated costs to sell, and/or management’s
expertise and knowledge of the client and the client’s business.
The gross amount of impaired loans, which are measured for impairment by either calculating the expected future cash
flows discounted at the loan’s effective interest rate or determining the fair value of the collateral for collateral
dependent loans was $68.1 million and $51.6 million at June 30, 2017 and December 31, 2016, respectively. The
valuation allowance on impaired loans was $5.2 million as of June 30, 2017 and $3.4 million as of December 31,
2016.
FAIR VALUE OF FINANCIAL INSTRUMENTS
The reported fair values of financial instruments are based on a variety of factors. In certain cases, fair values
represent quoted market prices for identical or comparable instruments. In other cases, fair values have been estimated
based on assumptions regarding the amount and timing of estimated future cash flows that are discounted to reflect
current market rates and varying degrees of risk. Accordingly, the fair values may not represent actual values of the
financial instruments that could have been realized as of period-end or that will be realized in the future.
The following methods and assumptions were used to estimate the fair value of each class of financial instruments for
which it is practicable to estimate that value:
Cash and cash equivalents
For cash and short-term investment securities, including due from banks, federal funds sold or purchased under
agreements to resell and interest-bearing deposits with other banks, the carrying amount is a reasonable estimate of
fair value.
Investment securities
Fair value is estimated using quoted prices for similar securities, which we obtain from a third party vendor. We
utilize one of the largest providers of securities pricing to the industry and management periodically assesses the
inputs used by this vendor to price the various types of securities owned by us to validate the vendor’s methodology as
described above in available-for-sale securities.
Loans held for sale
Loans held for sale are carried at their fair value (see discussion in “Fair Value of Financial Assets and Liabilities”
section above).
Loans
Fair values are estimated for portfolios of loans with similar financial characteristics. Loans are segregated by type:
commercial, commercial mortgages, owner-occupied commercial, construction, residential mortgages and consumer.
For loans that reprice frequently, the book value approximates fair value. The fair values of other types of loans, with
the exception of reverse mortgages, are estimated by discounting expected cash flows using the current rates at which
similar loans would be made to borrowers with comparable credit ratings and for similar remaining maturities. The
fair values of reverse mortgages are based on the net present value of the expected cash flows using a discount rate
specific to the reverse mortgages portfolio. The fair value of nonperforming loans is based on recent external
appraisals of the underlying collateral. Estimated cash flows, discounted using a rate commensurate with current rates
and the risk associated with the estimated cash flows, are utilized if appraisals are not available. This technique does
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Stock in the Federal Home Loan Bank (FHLB) of Pittsburgh
The fair value of FHLB stock is assumed to be equal to its cost basis, since the stock is non-marketable but
redeemable at its par value.
Other assets
Other assets includes, among others, other real estate owned (see discussion earlier in this note) and our investment in
Visa Class B stock. Our ownership includes shares acquired at no cost from our prior participation in Visa’s network,
while Visa operated as a cooperative. During 2016 and 2017 we purchased additional shares which are accounted for
as non-marketable equity securities and carried at cost. We evaluate the shares carried at cost for OTTI periodically.
As of June 30, 2017, our evaluation indicated that there was no OTTI of these shares. Following resolution of Visa’s
covered litigation, shares of Visa’s Class B stock will be converted to Visa Class A shares.

Only current owners of Class B shares are allowed to purchase other Class B shares.  We estimate the value of our
Visa Class B shares to be $38.5 million as of June 30, 2017.

Deposits
The fair value of deposits with no stated maturity, such as noninterest-bearing demand deposits, money market
and interest-bearing demand deposits, is assumed to be equal to the amount payable on demand. The fair value of time
deposits is based on the discounted value of contractual cash flows. The discount rate is estimated using rates
currently offered for deposits with comparable remaining maturities.
Borrowed funds
Rates currently available to us for debt with similar terms and remaining maturities are used to estimate fair value of
existing debt.
Other Liabilities
Other liabilities includes cash flow derivatives and derivative on the residential mortgage held for sale pipeline.
Valuation of our cash flow derivative is obtained from an independent pricing service and also from the derivative
counterparty. Valuation for the residential mortgage held for sale pipeline is based on valuation of the loans held for
sale portfolio as described above in Loans held for sale.
Off-balance sheet instruments
The fair value of off-balance sheet instruments, including commitments to extend credit and standby letters of credit,
approximates the recorded net deferred fee amounts, which are not significant. Because commitments to extend credit
and letters of credit are generally not assignable by either us or the borrower, they only have value to us and the
borrower.
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The book value and estimated fair value of our financial instruments are as follows:

(Dollars in thousands) Fair Value June 30, 2017 December 31, 2016

Measurement Book
Value

Fair
Value

Book
Value

Fair
Value

Financial assets:
Cash and cash equivalents Level 1 $745,311 $745,311 $821,923 $821,923
Investment securities available for sale See previous table 818,495 818,495 794,543 794,543
Investment securities held to maturity Level 2 162,598 163,903 164,346 163,232
Loans, held for sale Level 2 35,425 35,425 54,782 54,782
Loans, net(1)(2) Level 2, 3 4,516,831 4,459,104 4,397,876 4,300,963
Impaired loans, net Level 3 62,884 62,884 46,499 46,499
Stock in FHLB of Pittsburgh Level 2 35,832 35,832 38,248 38,248
Accrued interest receivable Level 2 16,742 16,742 17,027 17,027
Other assets Level 3 17,229 41,702 9,189 15,787
Financial liabilities:
Deposits Level 2 4,834,050 4,482,483 4,738,438 4,423,921
Borrowed funds Level 2 1,162,754 1,159,990 1,267,447 1,264,170
Standby letters of credit Level 3 503 503 468 468
Accrued interest payable Level 2 2,405 2,405 1,151 1,151
Other liabilities Level 2 2,708 2,708 3,380 3,380
 (1) Excludes impaired loans, net.
 (2) Includes reverse mortgage loans, which are categorized as Level 3.
At June 30, 2017 and December 31, 2016 we had no commitments to extend credit measured at fair value.
11. DERIVATIVE FINANCIAL INSTRUMENTS
Risk Management Objective of Using Derivatives
We are exposed to certain risks arising from both economic conditions and our business operations. We principally
manage our exposures to a wide variety of business and operational risks through management of our core business
activities. We manage economic risks, including interest rate, liquidity, and credit risk, primarily by managing the
amount, sources, and duration of our assets and liabilities. We manage a matched book with respect to our derivative
instruments in order to minimize our net risk exposure resulting from such transactions. Our cash flow hedging
program began in the third quarter of 2016.
Fair Values of Derivative Instruments
The table below presents the fair value of our derivative financial instruments as well as their location on the
Consolidated Statements of Financial Condition as of June 30, 2017.

Fair Values of Derivative Instruments

(Dollars in thousands) Count Notional Balance Sheet Location
Liability
Derivatives
(Fair Value)

Derivatives designated as hedging instruments:
Interest rate products 3 $75,000 Other Liabilities $ 2,612
Total derivatives designated as hedging instruments $ 2,612

Cash Flow Hedges of Interest Rate Risk
Our objectives in using interest rate derivatives are to add stability to interest income and to manage our exposure to
interest rate movements. To accomplish this objective, we primarily use interest rate swaps as part of our interest rate
risk management strategy. Interest rate swaps designated as cash flow hedges involve the receipt of fixed amounts
from a counterparty in exchange for us making variable-rate payments over the life of the agreements without
exchange of the underlying notional amount.
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The effective portion of changes in the fair value of derivatives designated and that qualify as cash flow hedges is
recorded in accumulated other comprehensive income and is subsequently reclassified into earnings in the period that
the hedged forecast transaction affects earnings. During the six months ended June 30, 2017, such derivatives were
used to hedge the variable cash flows associated with a variable rate loan pool. The ineffective portion of the change
in fair value of the derivatives is recognized directly in earnings. During the six months ended June 30, 2017, we did
not record any hedge ineffectiveness.
Amounts reported in accumulated other comprehensive income related to derivatives will be reclassified to interest
income as interest payments are received on our variable-rate pooled loans. During the next twelve months, we
estimate that less than $0.2 million will be reclassified as an increase to interest income. During the six months ended
2017, $0.1 million was reclassified into interest income.
We are hedging our exposure to the variability in future cash flows for forecasted transactions over a maximum period
of 1 month (excluding forecasted transactions related to the payment of variable interest on existing financial
instruments).
As of June 30, 2017, we had three outstanding interest rate derivatives with a notional of $75 million that were
designated as cash flow hedges of interest rate risk.
Effect of Derivative Instruments on the Income Statement
The table below presents the effect of the derivative financial instruments on the Consolidated Statements of Income
for the three and six months ended June 30, 2017 and June 30, 2016 .

(Dollars in thousands)

Amount of
Gain
Recognized in
OCI on
Derivative
(Effective
Portion)

Location of Gain or (Loss)Reclassified from Accumulated OCI
into Income (Effective Portion)

Three months
ended June
30,

Derivatives in Cash Flow Hedging
Relationships 2017 2016

Interest Rate Products $ 263 $ —Interest income
Total $ 263 $ —

(Dollars in thousands)

Amount of
Gain
Recognized in
OCI on
Derivative
(Effective
Portion)

Location of Gain or (Loss)Reclassified from Accumulated OCI
into Income (Effective Portion)

Six months
ended June
30,

Derivatives in Cash Flow Hedging
Relationships 2017 2016

Interest Rate Products $ 150 $ —Interest income
Total $ 150 $ —

Credit risk-related Contingent Features
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We have agreements with certain of our derivative counterparties that contain a provision where if we default on any
of our indebtedness, including default where repayment of the indebtedness has not been accelerated by the lender,
then we could also be declared in default on our derivative obligations.
We also have agreements with certain of our derivative counterparties that contain a provision where if we fail to
maintain our status as a well/adequately capitalized institution, then the counterparty could terminate the derivative
positions and we would be required to settle our obligations under the agreements.
As of June 30, 2017, the termination value of derivatives in a net liability position, which includes accrued interest but
excludes any adjustment for nonperformance risk, related to these agreements was $2.6 million. We have minimum
collateral posting thresholds with certain of our derivative counterparties, and have posted collateral of $3.4 million
against our obligations under these agreements. If we had breached any of these provisions at June 30, 2017, we could
have been required to settle our obligations under the agreements at the termination value.
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12. SEGMENT INFORMATION
As defined in FASB ASC 280, Segment Reporting (ASC 280), an operating segment is a component of an enterprise
that engages in business activities from which it may earn revenues and incur expenses, whose operating results are
regularly reviewed by the enterprise’s chief operating decision makers to make decisions about resources to be
allocated to the segment and assess its performance, and for which discrete financial information is available. We
evaluate performance based on pretax net income relative to resources used, and allocate resources based on these
results. The accounting policies applicable to our segments are those that apply to our preparation of the
accompanying unaudited Consolidated Financial Statements. Based on these criteria, we have identified three
segments: WSFS Bank, Cash Connect®, and Wealth Management.
The WSFS Bank segment provides financial products to commercial and retail customers. Retail and Commercial
Banking, Commercial Real Estate Lending and other banking business units are operating departments of WSFS
Bank. These departments share the same regulator, the same market, many of the same customers and provide similar
products and services through the general infrastructure of the Bank. Accordingly, these departments are not
considered discrete segments and are appropriately aggregated within the WSFS Bank segment in accordance with
ASC 280.
Cash Connect® provides ATM vault cash and smart safe and cash logistics services through strategic partnerships
with several of the largest networks, manufacturers and service providers in the ATM industry. Cash Connect®
services non-bank and WSFS-branded ATMs and retail safes nationwide. The balance sheet category “Cash in
non-owned ATMs” includes cash from which fee income is earned through bailment arrangements with customers of
Cash Connect®
The Wealth Management segment provides a broad array of fiduciary, investment management, credit and deposit
products to clients through six business lines. WSFS Wealth Investments provides insurance and brokerage products
primarily to our retail banking clients. Cypress Capital Management, LLC is a registered investment adviser. Cypress’
primary market segment is high net worth individuals, offering a ‘balanced’ investment style focused on preservation of
capital and current income. West Capital Management, a registered investment adviser, is a fee-only wealth
management firm which operates under a multi-family office philosophy and provides fully-customized solutions
tailored to the unique needs of institutions and high net worth individuals. Christiana Trust provides fiduciary and
investment services to personal trust clients, and trustee, agency, bankruptcy administration, custodial and commercial
domicile services to corporate and institutional clients. Powdermill Financial Solutions is a multi-family office that
specializes in providing unique, independent solutions to high net worth individuals, families and corporate executives
through a coordinated, centralized approach. WSFS Private Banking serves high net worth clients by delivering credit
and deposit products and partnering with other business units to deliver investment management and fiduciary
products and services.
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Segment information for the three months ended June 30, 2017 and 2016 is as follows:
Three months ended June 30, 2017

(Dollars in thousands) WSFS
Bank

Cash
Connect®

Wealth
Management Total

Statement of Income
External customer revenues:
Interest income $60,234 $ — $ 2,100 $62,334
Noninterest income 12,049 10,514 9,113 31,676
Total external customer revenues 72,283 10,514 11,213 94,010
Inter-segment revenues:
Interest income 2,247 — 2,435 4,682
Noninterest income 1,906 207 40 2,153
Total inter-segment revenues 4,153 207 2,475 6,835
Total revenue 76,436 10,721 13,688 100,845
External customer expenses:
Interest expense 7,739 — 281 8,020
Noninterest expenses 38,782 6,591 7,354 52,727
Provision for loan losses 1,316 — 527 1,843
Total external customer expenses 47,837 6,591 8,162 62,590
Inter-segment expenses:
Interest expense 2,435 1,582 665 4,682
Noninterest expenses 247 673 1,233 2,153
Total inter-segment expenses 2,682 2,255 1,898 6,835
Total expenses 50,519 8,846 10,060 69,425
Income before taxes $25,917 $ 1,875 $ 3,628 $31,420
Income tax provision 10,850
Consolidated net income $20,570

Capital expenditures $1,559 $ 68 $ 363 $1,990

June 30, 2017

(Dollars in thousands) WSFS
Bank

Cash
Connect®

Wealth
Management Total

Statement of Financial Condition
Cash and cash equivalents $96,306 $643,506 $ 5,499 $745,311
Goodwill 145,808 — 20,199 166,007
Other segment assets 5,690,046 5,018 216,045 5,911,109
Total segment assets $5,932,160 $648,524 $ 241,743 $6,822,427
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Three months ended June 30, 2016

(Dollars in thousands) WSFS
Bank

Cash
Connect®

Wealth
Management Total

Statement of Income
External customer revenues:
Interest income $49,492 $ — $ 2,011 $51,503
Noninterest income 10,173 8,796 (r) 6,538 25,507
Total external customer revenues 59,665 8,796 8,549 77,010
Inter-segment revenues:
Interest income 1,135 — 1,652 2,787
Noninterest income 2,011 210 25 2,246
Total inter-segment revenues 3,146 210 1,677 5,033
Total revenue 62,811 9,006 10,226 82,043
External customer expenses:
Interest expense 4,896 — 193 5,089
Noninterest expenses 34,462 5,489 (r) 4,734 44,685
Provision for loan losses 1,191 — 63 1,254
Total external customer expenses 40,549 5,489 4,990 51,028
Inter-segment expenses:
Interest expense 1,652 628 507 2,787
Noninterest expenses 235 727 1,284 2,246
Total inter-segment expenses 1,887 1,355 1,791 5,033
Total expenses 42,436 6,844 6,781 56,061
Income before taxes $20,375 $ 2,162 $ 3,445 $25,982
Income tax provision 8,504
Consolidated net income $17,478

Capital expenditures $2,235 $ 404 $ 6 $2,645

June 30, 2016

(Dollars in thousands) WSFS
Bank

Cash
Connect®

Wealth
Management Total

Statement of Financial Condition
Cash and cash equivalents $84,919 $617,339 $ 1,635 $703,893
Goodwill 79,718 — 5,134 84,852
Other segment assets 4,843,166 3,419 198,777 5,045,362
Total segment assets $5,007,803 $620,758 $ 205,546 $5,834,107

(r) Noninterest income and noninterest expense for the period ended June 30, 2016 have been restated to correct an
immaterial error related to revenue earned for cash servicing fees. See Note 1 - Basis of Presentation for further
information.  
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Segment information for the six months ended June 30, 2017 and 2016 is as follows:

Six months ended June 30, 2017

(Dollars in thousands) WSFS
Bank

Cash
Connect®

Wealth
Management Total

Statement of Income
External customer revenues:
Interest income $118,922 $ — $ 4,238 $123,160
Noninterest income 22,216 20,191 17,361 59,768
Total external customer revenues 141,138 20,191 21,599 182,928
Inter-segment revenues:
Interest income 4,243 — 4,500 8,743
Noninterest income 4,070 398 76 4,544
Total inter-segment revenues 8,313 398 4,576 13,287
Total revenue 149,451 20,589 26,175 196,215
External customer expenses:
Interest expense 15,202 — 541 15,743
Noninterest expenses 77,742 12,726 13,765 104,233
Provision for loan losses 3,032 — 973 4,005
Total external customer expenses 95,976 12,726 15,279 123,981
Inter-segment expenses
Interest expense 4,500 2,987 1,256 8,743
Noninterest expenses 474 1,388 2,682 4,544
Total inter-segment expenses 4,974 4,375 3,938 13,287
Total expenses 100,950 17,101 19,217 137,268
Income before taxes $48,501 $ 3,488 $ 6,958 $58,947
Income tax provision 19,440
Consolidated net income $39,507

Capital expenditures $3,647 $ 90 $ 617 $4,354

June 30, 2017

(Dollars in thousands) WSFS
Bank

Cash
Connect®

Wealth
Management Total

Statement of Financial Condition
Cash and cash equivalents $96,306 $643,506 $ 5,499 $745,311
Goodwill 145,808 — 20,199 166,007
Other segment assets 5,690,046 5,018 216,045 5,911,109
Total segment assets $5,932,160 $648,524 $ 241,743 $6,822,427
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Six months ended June 30, 2016

(Dollars in thousands) WSFS
Bank

Cash
Connect®

Wealth
Management Total

Statement of Income
External customer revenues:
Interest income $97,530 $ — $ 4,019 $101,549
Noninterest income 20,025 17,068 (r) 12,083 49,176
Total external customer revenues 117,555 17,068 16,102 150,725
Inter-segment revenues:
Interest income 2,196 — 3,547 5,743
Noninterest income 4,071 403 49 4,523
Total inter-segment revenues 6,267 403 3,596 10,266
Total revenue 123,822 17,471 19,698 160,991
External customer expenses:
Interest expense 9,393 — 386 9,779
Noninterest expenses 68,274 10,938 (r) 9,271 88,483
Provision for loan losses 2,006 — 28 2,034
Total external customer expenses 79,673 10,938 9,685 100,296
Inter-segment expenses
Interest expense 3,547 1,183 1,013 5,743
Noninterest expenses 452 1,442 2,629 4,523
Total inter-segment expenses 3,999 2,625 3,642 10,266
Total expenses 83,672 13,563 13,327 110,562
Income before taxes $40,150 $ 3,908 $ 6,371 $50,429
Income tax provision 17,181
Consolidated net income $33,248

Capital expenditures $3,446 $ 424 $ 8 $3,878

June 30, 2016

(Dollars in thousands) WSFS
Bank

Cash
Connect®

Wealth
Management Total

Statement of Financial Condition
Cash and cash equivalents $84,919 $617,339 $ 1,635 $703,893
Goodwill 79,718 — 5,134 84,852
Other segment assets 4,843,166 3,419 198,777 5,045,362
Total segment assets $5,007,803 $620,758 $ 205,546 $5,834,107

(r) Noninterest income and noninterest expense for the period ended June 30, 2016 have been restated to correct an
immaterial error related to revenue earned for cash servicing fees. See Note 1 - Basis of Presentation for further
information.  
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13. INDEMNIFICATIONS AND GUARANTEES
Secondary Market Loan Sales
Given the current interest rate environment, coupled with our desire not to hold newly originated residential mortgage
loans in our portfolio, we generally sell these assets in the secondary market to mortgage loan aggregators and on a
more limited basis, to GSEs such as FHLMC, FNMA, and the FHLB. Loans held for sale are reflected on our
unaudited Consolidated Statements of Financial Condition at fair value with changes in the value reflected in our
unaudited Consolidated Statements of Income. Gains and losses are recognized at the time of sale. We periodically
retain the servicing rights on residential mortgage loans sold which results in monthly service fee income. The
mortgage servicing rights are included in our intangible assets in our unaudited Consolidated Statements of Financial
Condition. Otherwise, we sell loans with servicing released on a nonrecourse basis. Rate-locked loan commitments
that we intend to sell in the secondary market are accounted for as derivatives under ASC Topic 815, Derivatives and
Hedging (ASC:815).
We generally do not sell loans with recourse, except for standard loan sale contract provisions covering violations of
representations and warranties and, under certain circumstances, early payment default by the borrower. These are
customary repurchase provisions in the secondary market for residential mortgage loan sales. These provisions may
include either an indemnification from loss or the repurchase of the loans. Repurchases and losses have been rare and
no provision is made for losses at the time of sale. There were no such repurchases for the six months ended June 30,
2017.
Swap Guarantees
We entered into agreements with three unrelated financial institutions whereby those financial institutions entered into
interest rate derivative contracts (interest rate swap transactions) with customers referred to them by us. Under the
terms of the agreements, those financial institutions have recourse to us for any exposure created under each swap
transaction in the event that the customer defaults on the swap agreement and the agreement is in a paying position to
the third-party financial institution. This is a customary arrangement that allows us to provide access to interest rate
swap transactions for our customers without creating the swap ourselves. These swap guarantees are accounted for as
credit derivatives. 
At June 30, 2017 and December 31, 2016, there were 133 and 134 variable-rate to fixed-rate swap transactions
between the third party financial institutions and our customers, respectively. The initial notional aggregate amount
was approximately $526.9 million at June 30, 2017 compared to $518.8 million at December 31, 2016. At June 30,
2017 maturities ranged from under one year to ten years. The aggregate market value of these swaps to the customers
was a liability of $10.1 million at June 30, 2017 and $10.9 million at December 31, 2016. We had no reserves for the
swap guarantees as of June 30, 2017.
14. CHANGE IN ACCUMULATED OTHER COMPREHENSIVE (LOSS) INCOME
Accumulated other comprehensive (loss) income includes unrealized gains and losses on available-for-sale
investments, unrealized gains and losses on cash flow hedges, as well as unrecognized prior service costs, transition
costs, and actuarial gains and losses on defined benefit pension plans. Changes to accumulated other comprehensive
(loss) income are presented net of tax as a component of stockholders equity. Amounts that are reclassified out of
accumulated other comprehensive (loss) income are recorded on the Consolidated Statement of Income either as a
gain or loss.
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Changes to accumulated other comprehensive (loss) income by component are shown net of taxes in the following
tables for the period indicated:

(Dollars in thousands)

Net change 
in
investment
securities
available
for sale

Net change
in securities
held to
maturity

Net
change in
defined
benefit
plan

Net change in
fair value of
derivative
used for
cash
flow hedge

Total

Balance, March 31, 2017 $ (7,128 ) $ 1,291 $ 934 $ (1,884 ) $(6,787 )
Other comprehensive income (loss) before
reclassifications 3,241 — — 262 3,503

Less: Amounts reclassified from accumulated other
comprehensive loss (455 ) (97 ) (22 ) — (574 )

Net current-period other comprehensive income (loss) 2,786 (97 ) (22 ) 262 2,929
Balance, June 30, 2017 $ (4,342 ) $ 1,194 $ 912 $ (1,622 ) $(3,858 )
Balance, March 31, 2016 $ 8,496 $ 1,692 $ 1,266 $ — $11,454
Other comprehensive income before reclassifications 4,683 — — — 4,683
Less: Amounts reclassified from accumulated other
comprehensive income (338 ) (100 ) (22 ) — (460 )

Net current-period other comprehensive income (loss) 4,345 (100 ) (22 ) — 4,223
Balance, June 30, 2016 $ 12,841 $ 1,592 $ 1,244 $ — $15,677
Balance, December 31, 2016 $ (8,194 ) $ 1,392 $ 957 $ (1,772 ) $(7,617 )
Other comprehensive income (loss) before
reclassifications 4,513 — — 150 4,663

Less: Amounts reclassified from accumulated other
comprehensive loss (661 ) (198 ) (45 ) — (904 )

Net current-period other comprehensive income (loss) 3,852 (198 ) (45 ) 150 3,759
Balance, June 30, 2017 $ (4,342 ) $ 1,194 $ 912 $ (1,622 ) $(3,858 )
Balance, December 31, 2015 $ (1,887 ) $ 1,795 $ 788 $ — $696
Other comprehensive income (loss) before
reclassifications 15,255 — — — 15,255

Less: Amounts reclassified from accumulated other
comprehensive loss (527 ) (203 ) 456 — (274 )

Net current-period other comprehensive income (loss) 14,728 (203 ) 456 — 14,981
Balance, June 30, 2016 $ 12,841 $ 1,592 $ 1,244 $ — $15,677
The Consolidated Statements of Income were impacted by components of other comprehensive income (loss) as
shown in the table below:
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Affected line item in
Three Months
Ended  Consolidated

(Dollars in thousands) June 30, Statements of Income
2017 2016

Securities available for sale:
Realized gains on securities transactions $(708) $(545) Security gains, net
Income taxes 253 207 Income tax provision
Net of tax $(455) $(338)
Net unrealized holding gains on securities transferred between
available-for-sale and held-to-maturity:

Amortization of net unrealized gains to income during the period $(159) $(162) Interest income on investment
securities

Income taxes 62 62 Income tax provision
Net of tax $(97 ) $(100)
Amortization of Defined Benefit Pension items:
Prior service (credits) costs $(19 ) $(19 )
Actuarial (gains) losses (18 ) (16 )

Total before tax $(37 ) $(35 ) Salaries, benefits and other
compensation

Income taxes 15 13 Income tax provision
Net of tax (22 ) (22 )
Total reclassifications $(574) $(460)

Affected line item in
Six months
ended  Consolidated

(Dollars in thousands) June 30, Statements of Income
2017 2016

Securities available for sale:
Realized gains on securities transactions $(1,028) $(850) Security gains, net
Income taxes 367 323 Income tax provision
Net of tax $(661 ) $(527)
Net unrealized holding gains on securities transferred between
available-for-sale and held-to-maturity:

Amortization of net unrealized gains to income during the period $(319 ) $(330) Interest income on investment
securities

Income taxes 121 127 Income tax provision
Net of tax $(198 ) $(203)
Amortization of Defined Benefit Pension items:
Prior service (credits) costs $(38 ) $(26 )
Actuarial (gains) losses (34 ) 762

Total before tax $(72 ) $736 Salaries, benefits and other
compensation

Income taxes 27 (280 ) Income tax provision
Net of tax (45 ) 456
Total reclassifications $(904 ) $(274)
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15. RELATED PARTY TRANSACTIONS
In the ordinary course of business, from time to time we enter into transactions with related parties, including, but not
limited to, our officers and directors. These transactions are made on substantially the same terms and conditions,
including interest rates and collateral requirements, as those prevailing at the same time for comparable transactions
with other customers. They do not, in the opinion of management, involve greater than normal credit risk or include
other unfavorable features.
The outstanding balances of loans to related parties at June 30, 2017 and December 31, 2016 were $1.1 million and
$1.3 million, respectively. Total deposits from related parties at June 30, 2017 and December 31, 2016 were $7.1
million and $3.6 million, respectively. During the second quarter of 2017, there were no new loans and credit line
advances to related parties and repayments were $0.6 million. For the six months ended June 30, 2017, new loans and
credit line advances to related parties were $0.4 million and repayments were $0.6 million.

16. LEGAL AND OTHER PROCEEDINGS
In accordance with the current accounting standards for loss contingencies, we establish reserves for litigation-related
matters that arise in the ordinary course of our business activities when it is probable that a loss associated with a
claim or proceeding has been incurred and the amount of the loss can be reasonably estimated. Litigation claims and
proceedings of all types are subject to many uncertain factors that generally cannot be predicted with assurance.
From time to time we are brought into certain legal matters and/or disputes through our Wealth Management segment,
as a result of sometimes highly complex documents and servicing requirements that are part of this business. While
the outcomes carry some degree of uncertainty, management does not currently anticipate that the ultimate liability, if
any, arising out of such proceedings of which we are aware, will have a material effect on the Consolidated Financial
Statements.
On April 7, 2015, WSFS Bank received a notice of arbitration and statement of claim (the Claim) from Universitas
Education, LLC (Universitas) relating to Christiana Trust acting as “insurance trustee” of the Charter Oak Trust Welfare
Benefit Plan (the Trust). The actions underlying the Claim occurred during a period prior to WSFS’ acquisition of
Christiana Trust. According to the allegations contained in the Claim, certain life insurance policy death benefits made
payable to an individual claiming/purporting to be a trustee of the Trust were misappropriated by individuals
associated with the plan sponsor. None of those individuals, however, were employed by or agents of Christiana Trust
or WSFS Bank. It is alleged that Christiana Trust, as insurance trustee, owed a fiduciary duty to the beneficiaries of
the Trust and that it breached its fiduciary duty, was negligent, and aided and abetted fraud and theft in connection
with the disappearance of the misappropriated funds. It is further alleged that Universitas was the rightful beneficiary
under the Trust of the misappropriated funds, and thus was harmed because it did not receive the death benefits that
had been paid over to the purported trustee of the Trust. While the face amounts of the two insurance policies in
question total $30 million, Universitas recently revised its total Claim to assert an alleged loss of approximately $27
million plus costs and interest to date of $26 million. WSFS is vigorously defending itself against the Claim and
believes that it has valid factual and legal defenses to the Claim. The evidentiary hearing commenced in July 2017,
and it is anticipated that a decision in the arbitration will be rendered by fourth quarter 2017 or first quarter 2018.
WSFS does not believe that the ultimate resolution of the Claim will have a material adverse effect on the Company,
but there can be no assurance as to the ultimate outcome.
There were no material changes or additions to other significant pending legal or other proceedings involving us other
than those arising out of routine operations.

48

Edgar Filing: SANDERS JOHN H - Form 4

Explanation of Responses: 45



Table of Contents

ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS
OVERVIEW
WSFS is a savings and loan holding company headquartered in Wilmington, Delaware. Substantially all of our assets
are held by our subsidiary, Wilmington Savings Fund Society, FSB, or WSFS Bank, one of the ten oldest bank and
trust companies continuously operating under the same name in the United States (U.S.). At $6.82 billion in assets and
$17.40 billion in assets under management and administration, WSFS Bank is also the largest bank and trust company
headquartered in the Delaware Valley. As a federal savings bank, which was formerly chartered as a state mutual
savings bank, the Bank enjoys broader fiduciary powers than most other types of financial institutions. A fixture in the
community, we have been in operation for more than 185 years. In addition to our focus on stellar customer service,
we have continued to fuel growth and remain a leader in our community. We are a relationship-focused,
locally-managed, community banking institution. We state our mission simply: “We Stand for Service.” Our strategy of
“Engaged Associates delivering Stellar Experiences growing Customer Advocates and value for our Owners” focuses on
exceeding customer expectations, delivering stellar experiences and building customer advocacy through
highly-trained, relationship-oriented, friendly, knowledgeable and empowered Associates.
We have four consolidated subsidiaries, WSFS Bank, Cypress Capital Management, LLC (Cypress), WSFS Capital
Management, LLC (West Capital) and WSFS Wealth Management, LLC (Powdermill) as well as one unconsolidated
subsidiary, WSFS Capital Trust III (the Capital Trust). WSFS Bank has three wholly-owned subsidiaries, WSFS
Wealth Investments, 1832 Holdings, Inc. and Monarch Entity Services LLC (Monarch).
Our core banking business is commercial lending funded by customer-generated deposits. We have built a $3.85
billion commercial loan portfolio by recruiting the best seasoned commercial lenders in our markets and offering the
high level of service and flexibility typically associated with a community bank. We fund this business primarily with
deposits generated through commercial relationships and retail deposits. As of June 30, 2017 , we service our
customers primarily from our 76 offices located in Delaware (45), Pennsylvania (29), Virginia (1) and Nevada (1) and
through our website at www.wsfsbank.com. We also offer a broad variety of consumer loan products, retail securities
and insurance brokerage through our retail branches, and mortgage and title services through those branches and
through Pennsylvania-based WSFS Mortgage. WSFS Mortgage is a mortgage banking company specializing in a
variety of residential mortgage and refinancing solutions.
The Cash Connect® segment is a premier provider of ATM vault cash and smart safe and cash logistics in the U.S.
Cash Connect® manages over $934.1 million in total cash and services in 21,500 non-bank ATMs nationwide and
1,027 smart safes nationwide. Cash Connect® provides related services such as online reporting and ATM cash
management, predictive cash ordering, armored carrier management, ATM processing equipment sales and deposit
safe cash logistics. Cash Connect® also operates over 440 ATMs for the Bank, which has the largest branded ATM
network in Delaware.
As a provider of ATM vault cash to the U.S. ATM industry, Cash Connect® is exposed to substantial operational risk,
including theft of cash from ATMs, armored vehicles, or armored carrier terminals, as well as general risk of
accounting errors or fraud. This risk is managed through a series of financial controls, automated tracking and
settlement systems, contracts, and other risk mitigation strategies, including both loss prevention and loss recovery
strategies. Throughout its 17-year history, Cash Connect® periodically has been exposed to losses through theft from
armored courier companies and consistently has been able to recover losses through its risk management strategies.
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The Wealth Management segment provides a broad array of fiduciary, investment management, credit and deposit
products to clients through six businesses. WSFS Wealth Investments, with $172.0 million in assets under
management (AUM), provides insurance and brokerage products primarily to our retail banking clients in
AUM. Cypress is a registered investment adviser with approximately $822.0 million in AUM (includes $110.0 million
of Christiana Trust assets for which Cypress serves as sub-adviser). Cypress is a fee-only wealth management firm
offering a “balanced” investment style focused on preservation of capital and providing current income whose primary
market segment is high net worth individuals. West Capital is a registered investment adviser with approximately
$796.7 million in AUM. West Capital is a fee-only wealth management firm which operates under a multi-family
office philosophy and provides fully customized solutions tailored to the unique needs of institutions and high net
worth individuals. Christiana Trust, with $15.72 billion in AUM and assets under administration (includes $110.0
million of Christiana Trust assets for which Cypress serves as sub-adviser), provides fiduciary and investment services
to personal trust clients; and trustee, agency, bankruptcy administration, custodial and commercial domicile services
to corporate and institutional clients. Powdermill Financial Solutions, LLC is a multi-family office that specializes in
providing unique, independent solutions to high net worth individuals, families and corporate executives. WSFS
Private Banking serves high net worth clients by delivering credit and deposit products and partnering with other
business units to deliver investment management and fiduciary products and services.
As a provider of trust services to our clients, we are exposed to operational, reputation-related and legal risks due to
the inherent complexity of the trust business. To mitigate these risks, we rely on the hiring, development and retention
of experienced Associates, financial controls, managerial oversight, and other risk management practices. Also, from
time to time our trust business may give rise to disputes with clients and we may be exposed to litigation which could
result in significant costs. The ultimate outcome of any litigation is uncertain.

FINANCIAL CONDITION, CAPITAL RESOURCES AND LIQUIDITY
Financial Condition
Our total assets increased $57.2 million, or 1%, to $6.82 billion at June 30, 2017 compared to December 31, 2016. Net
loans increased $135.3 million, or 3%, primarily due to organic growth in our loan portfolio. Available-for-sale
investment securities increased $24.0 million, or 3.0% as part of our balance sheet management strategy. Partially
offsetting these increases, cash and cash equivalents decreased by $76.6 million, or 9%, due primarily to improved
cash optimization resulting in lower cash in non-owned ATMs. Loans held for sale decreased $19.4 million, or 35%,
consistent with our strategy to sell most newly originated residential mortgages in the secondary market.
Total liabilities increased $21.9 million, or less than 1%, to $6.10 billion during the six months ended June 30, 2017.
Deposits increased $95.6 million, or 2%, due to robust organic and acquisition-related growth, and other liabilities
increased $29.7 million, or 42% due to obligations related to securities trades which settled in the third quarter. These
increases were partially offset by lower federal funds purchased and securities sold under agreement to repurchase,
which decreased $65.0 million or 50%, FHLB advances, used to fund growth in our balance sheet assets, which
decreased $30.6 million, or 4%, due to the increase in deposits and a decrease of $9.4 million, or 15% in other
borrowed funds.
Capital Resources
Senior Debt:  During the second quarter of 2016, WSFS issued $100.0 million in aggregate principal amount of 4.50%
fixed-to-floating rate senior notes due June 15, 2026. The Company is using the net proceeds from the offering for
general corporate purposes.
In 2012, we issued $55.0 million in aggregate principal amount of 6.25% senior notes due 2019. The 2012 senior debt
is callable, in whole or in part, on September 1, 2017, or on any scheduled interest payment date thereafter, at our
option. We expect to call the 2012 senior debt during the third quarter of 2017.
Share Repurchases:  During the second quarter of 2017, WSFS repurchased 71,000 shares of common stock at an
average price of $45.18 as part of our 5% share buyback program approved by the Board of Directors during the
fourth quarter of 2015. WSFS has 821,194 shares, or nearly 3%  of outstanding shares, remaining to repurchase under
this authorization.
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Stockholders’ equity increased $35.3 million between December 31, 2016 and June 30, 2017. This increase was
primarily due to net income for the six months ended June 30, 2017 of $39.5 million, improvement in the fair value of
our available-for-sale securities portfolio of $3.9 million (after-tax), or 49%, and an increase of $2.4 million from the
issuance of stock based compensation and stock option expense. These were partially offset by year-to-date stock
buybacks of $6.0 million and the payment of common stock dividends of $4.4 million.
The table below compares the Bank's and the Company’s consolidated capital position to the minimum regulatory
requirements as of June 30, 2017:

Consolidated
Capital

For Capital
Adequacy
Purposes

To be Well-Capitalized
Under Prompt Corrective
Action Provisions

(Dollars in thousands) Amount Percent Amount Percent Amount Percent
Total Capital (to Risk-Weighted Assets)
Wilmington Savings Fund Society, FSB $697,744 12.14% $459,946 8.00 % $ 574,933 10.00 %
WSFS Financial Corporation 654,112 11.34% 461,375 8.00 % 576,718 10.00 %
Tier 1 Capital (to Risk-Weighted Assets)
Wilmington Savings Fund Society, FSB 656,712 11.42% 344,960 6.00 % 459,946 8.00 %
WSFS Financial Corporation 613,080 10.63% 346,031 6.00 % 461,375 8.00 %
Common Equity Tier 1 Capital (to Risk-Weighted
Assets)
Wilmington Savings Fund Society, FSB 656,712 11.42% 258,720 4.50 % 373,706 6.50 %
WSFS Financial Corporation 548,143 9.50 % 259,523 4.50 % 374,867 6.50 %
Tier 1 Leverage Capital
Wilmington Savings Fund Society, FSB 656,712 10.06% 261,227 4.00 % 326,533 5.00 %
WSFS Financial Corporation 613,080 9.36 % 262,127 4.00 % 327,659 5.00 %
Book value per share of common stock was $22.99 at June 30, 2017, an increase of $1.09, or 5% from $21.90 at
December 31, 2016. Tangible book value per share of common stock (a non-GAAP financial measure) was $16.94 at
June 30, 2017, an increase of $1.14, or 7%, from $15.80 at December 31, 2016.  We believe tangible common book
value per share helps management and investors better understand and assess changes from period to period in
stockholders’ equity exclusive of changes in intangible assets. This non-GAAP data should be considered in addition to
results prepared in accordance with GAAP, and is not a substitute for, or superior to, GAAP results. For a
reconciliation of tangible common book value per share to book value per share in accordance with GAAP, see
Reconciliation of Non-GAAP Measure to GAAP.
Regulators have established five capital tiers: well-capitalized, adequately-capitalized, under-capitalized, significantly
under-capitalized, and critically under-capitalized. A depository institution’s capital tier depends on its capital levels in
relation to various relevant capital measures, which include leveraged and risk-based capital measures and certain
other factors. Depository institutions that are not classified as well-capitalized are subject to various restrictions
regarding capital distributions, payment of management fees, acceptance of brokered deposits and other operating
activities.
Regulatory capital requirements for the Bank and the Company include a minimum common equity Tier 1 capital
ratio of 4.50% of risk-weighted assets, a Tier 1 capital ratio of 6.00% of risk-weighted assets, a minimum Total capital
ratio of 8.00% of risk-weighted assets and a minimum Tier 1 leverage capital ratio of 4.00% of average assets.
Not included in the Bank’s capital, the Company separately held $87.5 million in cash to support share repurchases, the
planned call of our 2012 senior debt during the third quarter of 2017, potential dividends, acquisitions, strategic
growth plans and other general corporate purposes.
As shown in the table above, as of June 30, 2017, the Bank and the Company were in compliance with regulatory
capital requirements and exceeded the amounts required to be considered “well capitalized” as defined in the
regulations.
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Liquidity
We manage our liquidity and funding needs through our Treasury function and our Asset/Liability Committee. We
have a policy that separately addresses liquidity, and management monitors our adherence to policy limits. Also,
liquidity risk management is a primary area of examination by the banking regulators.
We have ready access to several funding sources to fund growth and meet our liquidity needs.  Among these are cash
from operations, retail deposit programs, loan repayments, FHLB borrowings, repurchase agreements, access to the
Federal Discount Window, and access to the brokered deposit market as well as other wholesale funding avenues. In
addition, we have a large portfolio of high-quality, liquid investments, primarily short-duration mortgage-backed
securities and government sponsored enterprises notes, that provide a near-continuous source of cash flow to meet
current cash needs, or can be sold to meet larger discrete needs for cash. We believe these sources are sufficient to
meet our funding needs as well as maintain required and prudent levels of liquidity over the next twelve months.
During the six months ended June 30, 2017, cash and cash equivalents decreased $76.6 million to $745.3 million from
$821.9 million as of December 31, 2016. Cash provided by operating activities was $59.9 million, reflecting the cash
impact from earnings and sale of loans held for sale during the six months ended June 30, 2017. Cash used by
investing activities was $117.6 million, primarily due to increased lending of $135.9 million, partially offset by $13.8
million of net cash received from the sale of available- for-sale securities. Cash used by financing activities was $18.9
million, primarily from $30.6 million of repayments on FHLB advances, $65.0 million of repayments on federal funds
purchased and securities sold under agreement to repurchase, $6.0 million for repurchase of common stock, and cash
paid for dividends of $4.4 million, all of which were partially offset by $86.6 million of cash received from net
increases in deposit balances.

NONPERFORMING ASSETS
Nonperforming assets (NPAs) include nonaccruing loans, other real estate owned and restructured loans. Nonaccruing
loans are those on which we no longer accrue interest. Loans are placed on nonaccrual status immediately if, in the
opinion of management, collection is doubtful, or when principal or interest is past due 90 days or more and the value
of the collateral is insufficient to cover principal and interest. Interest accrued but not collected at the date a loan is
placed on nonaccrual status is reversed and charged against interest income. In addition, the amortization of net
deferred loan fees is suspended when a loan is placed on nonaccrual status. Subsequent cash receipts are applied either
to the outstanding principal balance or recorded as interest income, depending on management’s assessment of the
ultimate collectability of principal and interest. Past due loans are defined as loans contractually past due 90 days or
more as to principal or interest payments but which remain in accrual status because they are considered well secured
and in the process of collection.
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The following table shows our nonperforming assets and past due loans at the dates indicated:

(Dollars in thousands) June 30,
2017

December
31, 2016

Nonaccruing loans:
Commercial $14,704 $2,015
Owner-occupied commercial 3,432 2,078
Commercial mortgages 10,728 9,821
Construction 1,062 —
Residential mortgages 4,960 4,967
Consumer 3,496 3,995
Total nonaccruing loans 38,382 22,876
Other real estate owned 2,121 3,591
Restructured loans (1) 18,109 14,336
Total nonperforming assets $58,612 $40,803
Past due loans: (1)

Residential mortgages $— $153
Consumer 92 285
Total past due loans $92 $438
Ratio of allowance for loan losses to total gross loans (2) 0.87 % 0.89 %
Ratio of nonaccruing loans to total gross loans (2) 0.83 0.51
Ratio of nonperforming assets to total assets 0.86 0.60
Ratio of loan loss allowance to nonaccruing loans 104.23 173.77
Ratio of loan loss allowance to total nonperforming assets 0.68 0.97

(1) Accruing loans only, which includes acquired nonimpaired loans. Nonaccruing TDRs are included in their
respective categories of nonaccruing loans.

(2) Total loans exclude loans held for sale and reverse mortgages.
Nonperforming assets increased $17.8 million between December 31, 2016 and June 30, 2017. As a result, the ratio of
nonperforming assets to total assets increased to 0.86% at June 30, 2017 from 0.60% at December 31, 2016. The
increase was primarily due to one $9.7 million locally-based, C&I participation that was downgraded during the first
quarter of 2017 after a targeted energy sector review. The loan relationship has been, and continues to be, paying
current, and positive resolution is expected. The remaining increase in nonperforming assets was primarily due to
three smaller C&I relationships (ranging from $1.8 to $3.5 million and totaling $7.6 million) that were moved to
nonaccruing status during the first quarter. These relationships were from unrelated industries that had specific events
that caused weakness in the underlying business. In each case, a comprehensive impairment analysis was completed
and the results are included in the provision for loan losses for the six months ended June 30, 2017.
TDRs (accruing) increased during the six months ended June 30, 2017 by $3.8 million  mainly due to the addition of
one construction portfolio relationship totaling $2.3 million and several smaller consumer loans. Other Real Estate
Owned (OREO) properties declined $1.5 million during the six months ended June 30, 2017 due primarily to the sale
of properties totaling $4.1 million which were offset by new properties totaling $2.7 million.
The following table summarizes the changes in nonperforming assets during the periods indicated:

Six
months
ended

Six
months
ended

(Dollars in thousands) June 30,
2017

June 30,
2016

Beginning balance $40,803 $39,892
Additions 33,378 4,602
Collections (8,705 ) (10,248 )
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Charge-offs (4,413 ) (2,373 )
Ending balance $58,612 $31,586
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The timely identification of problem loans is a key element in our strategy to manage our loan portfolio. Problem
loans are all criticized, classified and nonperforming loans and other real estate owned. Timely identification enables
us to take appropriate action and, accordingly, minimize losses. An asset review system established to monitor the
asset quality of our loans and investments in real estate portfolios facilitates the identification of problem assets. In
general, this system utilizes guidelines established by federal regulation.

INTEREST RATE SENSITIVITY
The matching of maturities or repricing periods of interest rate-sensitive assets and liabilities to promote a favorable
interest rate spread and mitigate exposure to fluctuations in interest rates is our primary tool for achieving our
asset/liability management strategies. We regularly review our interest rate sensitivity and adjust the sensitivity within
acceptable tolerance ranges. At June 30, 2017, interest-earning liabilities exceeded interest-bearing assets that mature
or reprice within one year (interest-sensitive gap) by $181.5 million . Our interest-sensitive assets as a percentage of
interest-sensitive liabilities within the one-year window increased from 91.03% at December 31, 2016 to 94.4% at
June 30, 2017. Likewise, the one-year interest-sensitive gap as a percentage of total assets increased from (4.41%) at
December 31, 2016 to (2.26%) at June 30, 2017. The low rate level of sensitivity reflects our continuing efforts to
effectively manage interest rate risk.
Market risk is the risk of loss from adverse changes in market prices and rates. Our market risk arises primarily from
interest rate risk inherent in our lending, investing, and funding activities. To that end, we actively monitor and
manage our interest rate risk exposure. One measure, which we are required to perform by federal regulation,
measures the impact of an immediate change in interest rates in 100 basis point increments on the economic value of
equity ratio. The economic value of the equity ratio is defined as the economic value of the estimated cash flows from
assets and liabilities as a percentage of economic value of cash flows from total assets.
The following table shows the estimated impact of immediate changes in interest rates on our net interest margin and
economic value of equity ratio at the specified levels at June 30, 2017 and December 31, 2016:

June 30, 2017 December 31, 2016
% Change in Interest Rate
(Basis Points)

% Change in Net
Interest Margin (1)

Economic Value of
Equity (2)

% Change in Net
Interest Margin (1)

Economic Value
of Equity (2)

+300 5% 15.40% 3% 14.04%
+200 3% 15.46% 2% 14.09%
+100 2% 15.34% <1% 14.00%
— —% 15.09% —% 13.80%
-100 3% 14.21% <1% 13.08%
-200 (3) NMF NMF NMF NMF
-300 (3) NMF NMF NMF NMF

(1) The percentage difference between net interest margin in a stable interest rate environment and net interest margin
as projected under the various rate change environments.

(2) The economic value of equity ratio of the Company in a stable interest rate environment and the economic value of
equity ratio as projected under the various rate change environments.

(3) Sensitivity indicated by a decrease of 200 or 300 basis points is not deemed meaningful (NMF) given the low
absolute level of interest rates at that time.

We also engage in other business activities that are sensitive to changes in interest rates. For example, mortgage
banking revenues and expenses can fluctuate with changing interest rates. These fluctuations are difficult to model and
estimate.
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RESULTS OF OPERATIONS
Three months ended June 30, 2017:  Net income was $20.6 million for the three months ended June 30, 2017
compared with $17.5 million for the three months ended June 30, 2016. Net interest income for the three months
ended June 30, 2017 was $54.3 million, an increase of $7.9 million compared to the three months ended June 30,
2016, due primarily to organic and acquisition-related growth, partially offset by higher interest expense related to
deposit growth, our issuance of senior unsecured notes during the second quarter of 2016, and higher FHLB advances.
Noninterest income increased $6.2 million to $31.7 million during the second quarter of 2017, primarily due to
increased investment management and fiduciary revenue and growth in credit/debit card and ATM income - see
“Noninterest (Fee) Income” for further information. Partially offsetting these increases was an $8.0 million increase in
noninterest expenses during the second quarter of 2017, primarily reflecting higher employee-related and ongoing
operating costs to support our organic and acquisition growth - see “Noninterest Expense” for further information.
Six months ended June 30, 2017: Net income was $39.5 million for the six months ended June 30, 2017 compared
with $33.2 million for the six months ended June 30, 2016. Net interest income for the six months ended June 30,
2017 was $107.4 million, an increase of $15.6 million compared to the six months ended June 30, 2016, primarily
reflecting organic and acquisition-related growth, partially offset by higher interest expense related to deposit growth,
our issuance of senior unsecured notes late in the second quarter of 2016, and higher FHLB advances. Noninterest
income increased $10.6 million to $59.8 million during the six months ended June 30, 2017, primarily due to
increased investment management and fiduciary revenue and growth in credit/debit card and ATM income - see
“Noninterest (Fee) Income” for further information. Partially offsetting these increases was a $15.8 million increase in
noninterest expenses during the six months ended June 30, 2017, primarily reflecting higher employee-related and
ongoing operating costs to support our organic and acquisition growth - see “Noninterest Expense” for further
information.
Efficiency Ratio:  Our noninterest expenses are driven by our high-touch, high-service model. This, combined with
our significant and diverse fee income mix, resulted in a second quarter 2017 efficiency ratio of 60.8% compared to
61.5% for the second quarter of 2016 and 62.9% for the first quarter of 2017. Management believes its operating costs
are at an appropriate level and scale for the Company’s size and products and services as our fee-based businesses
typically carry a higher efficiency ratio as they derive revenue primarily based on active human capital costs versus
passive assets. We continue to optimize and review our operations in order to limit cost increases or reduce costs, and
expect continued improvement of our efficiency ratio throughout the remainder of the year, trending towards a fourth
quarter ratio in the high 50%s. We ultimately expect to achieve our goal of a relatively flat efficiency ratio for the full
year 2017 as compared to full year 2016 through continued reinvestment in our balance sheet and capabilities to
support our organic and acquisition-related growth, as well as increased contributions from our fee-based businesses.
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Net Interest Income
The following tables provide information concerning the balances, yields and rates on interest-earning assets and
interest-bearing liabilities during the periods indicated:

Three months ended June 30,
2017 2016

(Dollars in thousands) Average
Balance Interest Yield/

Rate (1)
Average
Balance Interest Yield/

Rate (1)

Assets:
Interest-earning assets:
Loans: (2)

Commercial real estate loans $1,418,957 $17,725 5.01 % $1,207,324 $14,952 4.98 %
Residential real estate loans 274,114 3,980 5.81 272,792 4,312 6.38
Commercial loans 2,434,437 28,455 4.72 2,016,604 22,328 4.49
Consumer loans 478,326 5,589 4.69 367,769 4,074 4.46
Loans held for sale 32,339 324 4.01 31,270 317 3.56
Total loans 4,638,173 56,073 4.86 3,895,759 45,983 4.77
Mortgage-backed securities (3) 783,007 4,782 2.44 727,359 3,910 2.15
Investment securities (3) 166,536 1,136 4.05 205,944 1,226 3.48
Other interest-earning assets 33,155 343 4.14 32,465 384 4.73
Total interest-earning assets 5,620,871 62,334 4.50 % 4,861,527 51,503 4.32 %
Allowance for loan losses (40,546 ) (37,351 )
Cash and due from banks 127,848 96,784
Cash in non-owned ATMs 574,348 510,684
Bank-owned life insurance 101,809 91,310
Other noninterest-earning assets 343,216 207,305
Total assets $6,727,546 $5,730,259
Liabilities and Stockholders’ Equity:
Interest-bearing liabilities:
Interest-bearing deposits:
Interest-bearing demand $914,915 $453 0.20 % $784,507 $254 0.13 %
Money market 1,286,977 1,061 0.33 1,100,449 787 0.29
Savings 588,610 276 0.19 436,929 113 0.10
Customer time deposits 550,373 1,060 0.77 550,661 750 0.55
Total interest-bearing customer deposits 3,340,875 2,850 0.34 2,872,546 1,904 0.27
Brokered certificates of deposit 211,751 491 0.93 231,509 300 0.52
Total interest-bearing deposits 3,552,626 3,341 0.38 3,104,055 2,204 0.29
FHLB of Pittsburgh advances 639,147 1,797 1.13 714,271 1,124 0.63
Trust preferred borrowings 67,011 472 2.83 67,011 397 2.38
Senior debt 152,231 2,121 5.57 74,114 1,175 6.34
Other borrowed funds (4) 127,381 289 0.91 135,017 189 0.56
Total interest-bearing liabilities 4,538,396 8,020 0.71 % 4,094,468 5,089 0.50 %
Noninterest-bearing demand deposits 1,404,186 981,033
Other noninterest-bearing liabilities 71,183 48,543
Stockholders’ equity 713,781 606,215
Total liabilities and stockholders’ equity $6,727,546 $5,730,259
Excess of interest-earning assets over interest-bearing
liabilities $1,082,475 $767,059

Net interest and dividend income $54,314 $46,414
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Interest rate spread 3.79 % 3.82 %
Net interest margin 3.93 % 3.90 %
(1) Weighted average yields have been computed on a tax-equivalent basis using a 35% effective tax rate.

(2) Average balances include nonperforming loans and net of unearned
income.

(3) Includes securities available for sale at fair value.
(4) Includes federal funds purchased and securities sold under agreement to repurchase.
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Six months ended June 30,
2017 2016

(Dollars in thousands) Average
Balance Interest Yield/

Rate (1)
Average
Balance Interest Yield/

Rate (1)

Assets:
Interest-earning assets:
Loans: (2)

Commercial real estate loans $1,406,012 $34,748 4.98 % $1,200,017 $29,232 4.90 %
Residential real estate loans 278,012 8,961 6.45 277,147 8,220 5.93
Commercial loans 2,413,245 55,352 4.65 1,992,441 44,257 4.50
Consumer loans 467,907 10,997 4.74 364,405 8,167 4.51
Loans held for sale 36,691 696 3.79 32,079 669 4.19
Total loans 4,601,867 110,754 4.87 3,866,089 90,545 4.73
Mortgage-backed securities (3) 771,149 9,177 2.38 719,356 7,804 2.17
Investment securities (3) 197,517 2,385 3.54 204,804 2,446 3.50
Other interest-earning assets 38,005 844 4.44 31,512 754 4.79
Total interest-earning assets 5,608,538 123,160 4.48 % 4,821,761 101,549 4.30 %
Allowance for loan losses (40,551 ) (37,448 )
Cash and due from banks 136,823 95,189
Cash in non-owned ATMs 628,350 481,570
Bank-owned life insurance 101,690 91,208
Other noninterest-earning assets 345,862 211,475
Total assets $6,780,712 $5,663,755
Liabilities and Stockholders’ Equity:
Interest-bearing liabilities:
Interest-bearing deposits:
Interest-bearing demand $917,173 $838 0.18 % $775,358 $499 0.13 %
Money market 1,305,370 2,087 0.32 1,099,522 1,537 0.28
Savings 581,471 489 0.17 440,375 251 0.11
Customer time deposits 565,875 2,150 0.77 562,541 1,495 0.53
Total interest-bearing customer deposits 3,369,889 5,564 0.33 2,877,796 3,782 0.26
Brokered certificates of deposit 193,869 852 0.89 199,242 540 0.55
Total interest-bearing deposits 3,563,758 6,416 0.36 3,077,038 4,322 0.28
FHLB of Pittsburgh advances 752,335 3,655 0.98 694,259 2,172 0.63
Trust preferred borrowings 67,011 918 2.76 67,011 768 2.30
Senior debt 152,169 4,242 5.58 64,557 2,117 6.56
Other borrowed funds (4) 134,796 512 0.77 145,014 400 0.55
Total interest-bearing liabilities 4,670,069 15,743 0.68 % 4,047,879 9,779 0.49 %
Noninterest-bearing demand deposits 1,330,477 965,320
Other noninterest-bearing liabilities 73,997 51,424
Stockholders’ equity 706,169 599,132
Total liabilities and stockholders’ equity $6,780,712 $5,663,755
Excess of interest-earning assets over interest-bearing
liabilities $938,469 $773,882

Net interest and dividend income $107,417 $91,770
Interest rate spread 3.80 % 3.81 %
Net interest margin 3.91 % 3.89 %
(1) Weighted average yields have been computed on a tax-equivalent basis using a 35% effective tax rate.
(2)
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Average balances include nonperforming loans and net of unearned
income.

(3) Includes securities available for sale at fair value.
(4) Includes federal funds purchased and securities sold under agreement to repurchase.
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During the three months ended June 30, 2017, net interest income increased $7.9 million, or 17% from the three
months ended June 30, 2016. Net interest margin was 3.93% for the second quarter of 2017, a 3 basis point increase
compared to 3.90% for the second quarter of 2016. The increase in net interest margin includes the positive effects of
our combination with Penn Liberty, disciplined pricing of loans and deposits, and higher short-term interest rates,
partially offset higher wholesale borrowing costs to support increased fee income business in Cash Connect® and the
negative impact of 6 basis points due to our issuance of $100.0 million of senior notes late in the second quarter of
2016. We expect to substantially recover the impact of the 2016 debt issuance as we plan to use part of the proceeds to
pay off older, higher-cost debt during the third quarter of 2017.
During the six months ended June 30, 2017, net interest income increased $15.6 million, or 17% from the six months
ended June 30, 2016, and the net interest margin was 3.91%, a 2 basis point increase compared to 3.89% for the six
months ended June 30, 2016. These year-over-year increases in margin dollars and percentages reflect the positive
impact of our combination with Penn Liberty, disciplined pricing of loans and deposits, and higher short-term interest
rates, partially offset by the higher wholesale borrowing costs and the impact of our 2016 senior debt issuance
described in the preceding paragraph.
Provision/Allowance for Loan Losses
We maintain an allowance for loan losses at an appropriate level based on our assessment of estimable and probable
losses in the loan portfolio. Our evaluation is based on a review of the portfolio and requires significant, complex and
difficult judgments. For the three months ended June 30, 2017 and 2016, we recorded a provision for loan losses of
$1.8 million and $1.3 million, respectively, and for the six months ended June 30, 2017 and 2016, we recorded a
provision for loan losses of $4.0 million and $2.0 million, respectively. During the second quarter of 2017, the
provision increased compared with the second quarter of 2016 due to higher net charge offs. For the six months ended
June 30, 2017, the increase compared to the same period in 2016 was also due to higher net charge offs, with the first
quarter of 2016 benefiting from significant collection activity reflected in lower net charge offs during that period.
Our allowance for loan losses is based on the inherent risk of our loans and various other factors including but not
limited to, collateral values, trends in asset quality, level of delinquent loans and concentrations. In addition, regional
economic conditions are taken into consideration. See Note 6 to the Consolidated Financial Statements for additional
information.
The allowance for loan losses was $40.0 million at June 30, 2017 and $39.8 million at December 31, 2016. The
allowance for loan losses and provision reflects the addition of reserves related to an increase of $135.3 million in
total net loans at June 30, 2017 when compared to December 31, 2016 as well as loan downgrades, offset by payoff
activity and improvement in qualitative adjustment factors due to continued improvement of economic conditions and
continued favorable credit quality metrics. The ratio of allowance for loan losses to total gross loans was 0.87% at
June 30, 2017 and 0.89% at December 31, 2016. This ratio excluding the impact of all purchased loans would have
been 1.02% at June 30, 2017 and 1.08% at December 31, 2016 .
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The table below represents a summary of changes in the allowance for loan losses for the six months ended June 30,
2017 and 2016, respectively.

Six Months Ended
June 30,

(Dollars in thousands) 2017 2016
Beginning balance $39,751 $37,089
Provision for loan losses 4,005 2,034
Charge-offs:
Commercial 2,184 906
Owner-occupied commercial 192 141
Commercial real estate 506 78
Construction 131 29
Residential real estate 53 29
Consumer 1,645 1,129
Overdrafts 386 320
Total charge-offs 5,097 2,632
Recoveries:
Commercial 403 334
Owner-occupied commercial 108 51
Commercial real estate 53 113
Construction 4 46
Residential real estate 130 79
Consumer 500 472
Overdrafts 148 160
Total recoveries 1,346 1,255
Net charge-offs 3,751 1,377
Ending balance $40,005 $37,746
Net charge-offs to average gross loans outstanding, net of unearned income (1) 0.17 % 0.07 %
(1) Annualized, excludes loans held for sale and reverse mortgages
Noninterest (Fee) Income
During the second quarter of 2017, the Company earned fee income of $31.7 million, an increase of $6.2 million, or
24%, compared to $25.5 million in the second quarter of 2016. This increase is primarily due to a $2.6 million
increase in investment management and fiduciary income due to growth in several business lines and an increase of
$1.7 million in credit/debit card and ATM income reflecting growth due to expanded revenue sources representing
from continued growth in our Wealth Management and Cash Connect® businesses. Current quarter results also
include a $0.8 million gain on the sale of Small Business Administration (SBA) loans.
For the six months ended June 30, 2017, the Company earned fee income of $59.8 million, an increase of $10.6
million, or 22% , compared to $49.2 million in the second quarter of 2016. This increase is primarily due to an
increase of $5.3 million in investment management and fiduciary income due to growth in several of our Wealth
business lines and an increase of $2.9 million in credit/debit card and ATM income reflecting growth due to expanded
revenue sources in our Cash Connect® business. The other income category increased by $2.1 million which consisted
of a $1.0 million increase from Cash Connect® driven by business growth and a $0.9 million gain on the sale of SBA
loans.
Noninterest Expense
Noninterest expense for the second quarter of 2017 was $52.7 million, an increase of $8.0 million, or 18%, from $44.7
million in the second quarter of 2016. Contributing to the quarter year-over-year increase was $4.2 million of ongoing
operating costs
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reflects higher compensation and related costs due to added staff to support overall franchise growth.
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For the six months ended June 30, 2017, noninterest expense was $104.2 million, an increase of $15.8 million, or 18%
from $88.5 million at June 30, 2016. The increase was primarily due to $9.0 million in ongoing operating costs from
our late 2016 combinations with Penn Liberty, Powdermill, and West Capital. The remaining increase primarily
reflects higher compensation and related costs due to added staff to support overall franchise growth.
Income Taxes
We and our subsidiaries file a consolidated federal income tax return and separate state income tax returns. Income
taxes are accounted for in accordance with ASC 740, which requires the recording of deferred income taxes for tax
consequences of temporary differences. We recorded an income tax expense of $10.9 million and $19.4 million during
the three and six months ended June 30, 2017, respectively, compared to an income tax expense of $8.5 million and
$17.2 million for the same periods in 2016.
Our effective tax rate was 34.5% and 33.0% for the three and six months ended June 30, 2017 compared to 32.7% and
34.1% during the same periods in 2016. The effective tax rate for the six months ended June 30, 2017 decreased due
to the tax benefit related to stock-based compensation activity during the year, due to both the adoption of ASU No.
2016-09, Improvements to Employee Share-Based Payment Accounting, Compensation – Stock Compensation (Topic
718) during the second quarter of 2016, as well as higher tax benefits realized on stock-based compensation activity
during the six months ended June 30, 2017, due to greater transaction volume and increases in the Company’s stock
price. The tax benefits recognized during the three and six months ended June 30, 2017 were $0.4 million and $1.7
million, respectively, compared to tax benefits of $0.7 million for the three and six months ended June 30, 2016.
The effective tax rate reflects the recognition of certain tax benefits in the financial statements including those benefits
from tax-exempt interest income, federal low-income housing tax credits, excess tax benefits from recognized stock
compensation, and BOLI income. These tax benefits are offset by the tax effect of stock-based compensation expense
related to incentive stock options, nondeductible acquisition costs and a provision for state income tax expense.
We frequently analyze our projections of taxable income and make adjustments to our provision for income taxes
accordingly.
Contractual Obligations
Our contractual obligations at June 30, 2017 did not significantly change from our contractual obligations at
December 31, 2016 , which are disclosed in our 2016 Annual Report on Form 10-K, and March 31, 2017, which are
disclosed in our March 31, 2017 Quarterly Report on Form 10-Q.
RECONCILIATION OF NON-GAAP MEASURE TO GAAP MEASURE
The following table provides a reconciliation of tangible common book value per share of common stock to book
value per share of common stock, the most directly comparable GAAP financial measure. We believe this measure
helps management and investors better understand and assess changes from period to period in stockholders’ equity
exclusive of changes in intangible assets.

(Dollars and share amounts in thousands, except per share amounts) June 30,
2017

December
31, 2016

Stockholders’ equity $722,623 $687,336
Less: Goodwill and other intangible assets 189,983 191,247
Tangible common equity (numerator) $532,640 $496,089
Shares of common stock outstanding (denominator) 31,435 31,390
Book value per share of common stock $22.99 $21.90
Goodwill and other intangible assets 6.05 6.10
Tangible book value per share of common stock $16.94 $15.80
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CRITICAL ACCOUNTING ESTIMATES
The preparation of the unaudited Consolidated Financial Statements in accordance with U.S. GAAP requires us to
make estimates and assumptions affecting the reported amounts of assets, liabilities, revenue and expenses. We
regularly evaluate these estimates and assumptions including those used to determine the allowance for loan losses,
deferred taxes, fair value measurements, goodwill and other intangible assets. We base our estimates on historical
experience and various other factors and assumptions that are believed to be reasonable under the circumstances.
These form the basis for making judgments on the carrying value of assets and liabilities that are not readily apparent
from other sources. Although our current estimates contemplate current economic conditions and how we expect them
to change in the future, for the remainder of 2017, it is possible that actual conditions may be worse than anticipated in
those estimates, which could materially affect our results of operations and financial condition. Actual results may
differ from these estimates under different assumptions or conditions.
For further discussion of our critical accounting estimates, see the "Management's Discussion and Analysis - Critical
Accounting Estimates" section of our Annual Report on Form 10-K for the year ended December 31, 2016.

RECENT LEGISLATION
General
As a federally chartered savings institution the Bank is subject to regulation by the FHFA, an independent agency in
the executive branch of the U.S. government, the FDIC, the Board of Governors of the Federal Reserve System
(Federal Reserve) and the Office of the Comptroller of the Currency (OCC), collectively referred to as the Federal
banking agencies. The lending activities and other investments of the Bank must comply with various federal
regulatory requirements. The OCC periodically examines the Bank for compliance with regulatory requirements. The
FDIC also has the authority to conduct special examinations of the Bank. The Bank is required to file periodic reports
with the OCC describing its activities and financial condition. The Bank is also subject to certain reserve requirements
promulgated by the FHFA and the Federal Reserve.
Basel III
In 2013, the Federal banking agencies approved the final rules implementing the Basel Committee on Banking
Supervision (BCBS) capital guidelines for U.S. banking organizations. Under the final rules as of January 2015,
minimum requirements increased for both the quantity and quality of capital maintained by the Company and the
Bank. The rules included a new common equity Tier 1 capital to risk-weighted assets minimum ratio of 4.5%%, raised
the minimum ratio of Tier 1 capital to risk-weighted assets from 4.0% to 6.0% , required a minimum ratio of total
capital to risk-weighted assets of 10.0%, and required a minimum Tier 1 leverage ratio of 4.0%. The final rule also
established a new capital conservation buffer, comprised of common equity Tier 1 capital, above the regulatory
minimum capital requirements. The phase-in of the capital conservation buffer began on January 1, 2016 at 0.625% of
risk-weighted assets and will increase each subsequent year by an additional 0.625%% until reaching its final level of
2.50% on January 1, 2019. For 2017, the capital conservation buffer is 1.25%. The final rules also revised the
standards for an insured depository institution to be “well-capitalized” under the banking agencies’ prompt corrective
action framework, requiring a common equity Tier 1 capital ratio of 6.5%, Tier 1 capital ratio of 8.0% and total capital
ratio of 10.0%, while leaving unchanged the existing 5.0% leverage ratio requirement. Strict eligibility criteria for
regulatory capital instruments were also implemented under the final rules. Newly issued trust preferred securities and
cumulative perpetual preferred stock may no longer be included in Tier 1 capital. However, for depository institution
holding companies of less than $15 billion in total consolidated assets, such as the Company, most outstanding trust
preferred securities and other non-qualifying securities issued prior to May 19, 2010 are permanently grandfathered to
be included in Tier 1 capital (up to a limit of 25% of Tier 1 capital, excluding non-qualifying capital instruments). As
of June 30, 2017, we had approximately $67.0 million of trust preferred securities outstanding, all of which are
counted as Tier 1 capital.
The phase-in period for the final rules began for us on January 1, 2015. Full compliance with all of the final rule’s
requirements phased in over a multi-year schedule is required by January 1, 2019. As of June 30, 2017, the Company
and the Bank met the applicable standards, and the Bank was “well-capitalized” under the prompt corrective action
rules.

Edgar Filing: SANDERS JOHN H - Form 4

Explanation of Responses: 64



In 2014, the Federal banking agencies adopted a “liquidity coverage ratio” requirement (LCR) for large internationally
active banking organizations, and in 2016, the agencies proposed a “net stable funding ratio” standard (NSFR) for the
same group of institutions. The LCR measures an organizations’ ability to meet liquidity demands over a 30-day
horizon; the NSFR would test the same capacity over a one-year horizon. Neither requirement applies directly to the
Company or the Bank, but the policies embedded in them may inform the work of the examiners as they consider our
liquidity.
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Item 3.     Quantitative and Qualitative Disclosures About Market Risk
Incorporated herein by reference from Item 2 Part I (Interest Rate Sensitivity) of this Quarterly Report on Form 10-Q.

Item 4.     Controls and Procedures

(a)

Evaluation of disclosure controls and procedures. Based on their evaluation of our disclosure controls and
procedures (as defined in Rules 13a-15(e) under the Exchange Act), our principal executive officer and principal
financial officer have concluded that as of the end of the period covered by this Quarterly Report on Form 10-Q
such disclosure controls and procedures are effective to ensure that information required to be disclosed by us in
the reports that we file or submit under the Exchange Act is recorded, processed, summarized and reported within
the time periods specified in the SEC’s rules and forms.

(b)
Changes in internal control over financial reporting. During the quarter ended June 30, 2017, there was no change
in our internal control over financial reporting that has materially affected, or is reasonably likely to materially
affect, our internal control over financial reporting.
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Part II. OTHER INFORMATION

Item 1.    Legal Proceedings
Incorporated herein by reference to Note 16 – Legal and Other Proceedings to the Consolidated Financial Statements

Item 1A.    Risk Factors

There have not been any material changes to the risk factors previously disclosed under Item 1A of the Company’s
Annual Report on Form 10-K for the year ended December 31, 2016, previously filed with the SEC.

Item 2.    Unregistered Sales of Equity Securities and Use of Proceeds
The following table represents information with respect to repurchases of common stock made by the Company
during the three months ended June 30, 2017.

2017

Total
Number
of Shares
Purchased

Average
Price
Paid Per
Share

Total
Number of
Shares
Purchased
as
Part of
Publicly
Announced
Plans or
Programs
(1)

Maximum
Number
of Shares
that May
Yet Be
Purchased
Under the
Plans or
Programs
(1)

April 19,000 $ 46.22 19,000 873,194
May 28,000 45.07 28,000 845,194
June 24,000 44.48 24,000 821,194
Total 71,000 $ 45.18 71,000

(1)

During the fourth quarter of 2015, the Board of Directors approved a stock buyback program of up to 5% of
then-outstanding shares of common stock. Under the program, purchases may be made from time to time in the
open market or through negotiated transactions, subject to market conditions and other factors, and in accordance
with applicable securities laws. There is no fixed termination date for the repurchase program, and the repurchase
program may be suspended or discontinued at any time.
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Item 3.    Defaults upon Senior Securities
Not applicable

Item 4.    Mine Safety Disclosures
Not applicable

Item 5.    Other Information
Not applicable
Item 6. Exhibits

(a)Exhibit 31.1 – Certification of CEO pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
(b)Exhibit 31.2 – Certification of CFO pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
(c)Exhibit 32 – Certification pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
(d)Exhibit 101.INS – XBRL Instance Document
(e)Exhibit 101.SCH – XBRL Schema Document
(f)Exhibit 101.CAL – XBRL Calculation Linkbase Document
(g)Exhibit 101.LAB – XBRL Labels Linkbase Document
(h)Exhibit 101.PRE – XBRL Presentation Linkbase Document
(i)Exhibit 101.DEF – XBRL Definition Linkbase Document
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

WSFS FINANCIAL CORPORATION

Date: August 8, 2017 /s/ Mark A. Turner
Mark A. Turner
President and Chief Executive Officer
(Principal Executive Officer)

Date: August 8, 2017 /s/ Dominic C. Canuso
Dominic C. Canuso
Executive Vice President and
Chief Financial Officer
(Principal Financial and Accounting Officer)
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