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UNITED STATES SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
FORM 10-K
b Annual Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934. For the
Fiscal Year Ended December 31, 2009
OR
0 Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934.
For the transition period from to

Commission File No. 001-34582
NORTHWEST BANCSHARES, INC.
(Exact name of registrant as specified in its charter)

Maryland 27-0950358
(State or other jurisdiction of incorporation or (I.R.S. Employer Identification Number)
organization)
100 Liberty Street, Warren, Pennsylvania 16365
(Address of Principal Executive Offices) (Zip Code)

(814) 726-2140
(Registrant s telephone number)

Securities Registered Pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered

Common Stock, $0.01 Par Value NASDAQ Stock Market, LLC
Securities Registered Pursuant to Section 12(g) of the Act:
None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. YESoNO D

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. YESoNO Db

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding twelve months (or for such shorter period that the
Registrant was required to file such reports) and (2) has been subject to such requirements for the past 90 days. YES p
NOo

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of Registrant s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. o.

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§
232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to
submit and post such files). YES o NO o
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated
filer, or a smaller reporting company. See definition of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act. (Check one):

Large Accelerated Filer o Accelerated Filer p Non-Accelerated Filer o Smaller reporting
company o
Do not check if a smaller
reporting Company

Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
YESoNO b

As of March 10, 2010, there were 110,674,899 shares outstanding of the Registrant s Common Stock.

The aggregate market value of the voting and non-voting common equity held by non-affiliates of the Registrant,
computed by reference to the last sale price on June 30, 2009, as reported by the Nasdaq Global Select Market, was
approximately $339.1 million.

DOCUMENTS INCORPORATED BY REFERENCE
(1) Proxy Statement for the 2010 Annual Meeting of Stockholders of the Registrant (Part III).
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FORWARD-LOOKING STATEMENTS
This document contains forward-looking statements, which can be identified by the use of words such as estimate,
project, believe, intend, anticipate, plan, seek, expect and words of similar meaning. These forward-lookir
include, but are not limited to:
statements of our goals, intentions and expectations;
statements regarding our business plans, prospects, growth and operating strategies;
statements regarding the asset quality of our loan and investment portfolios; and
estimates of our risks and future costs and benefits.

These forward-looking statements are based on current beliefs and expectations of our management and are
inherently subject to significant business, economic and competitive uncertainties and contingencies, many of which
are beyond our control. In addition, these forward-looking statements are subject to assumptions with respect to future
business strategies and decisions that are subject to change.

The following factors, among others, could cause actual results to differ materially from the anticipated results or
other expectations expressed in the forward-looking statements:

changes in laws or government regulations or policies affecting financial institutions, including changes in
regulatory fees and capital requirements;

general economic conditions, either nationally or in our market areas, that are worse than expected;
competition among depository and other financial institutions;

inflation and changes in the interest rate environment that reduce our margins or reduce the fair value of
financial instruments;

adverse changes in the securities markets;

our ability to enter new markets successfully and capitalize on growth opportunities;

our ability to successfully integrate acquired entities, if any;

changes in consumer spending, borrowing and savings habits;

our ability to continue to increase and manage our commercial and residential real estate, multi-family, and
commercial and industrial loans;

possible impairments of securities held by us, including those issued by government entities and government
sponsored enterprises;

the level of future deposit premium assessments;
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the impact of the current recession on our loan portfolio (including cash flow and collateral values), investment
portfolio, customers and capital market activities;
the impact of the current governmental effort to restructure the U.S. financial and regulatory system;
changes in the financial performance and/or condition of our borrowers; and
the effect of changes in accounting policies and practices, as may be adopted by the regulatory agencies, as
well as the Securities and Exchange Commission, the Public Company Accounting Oversight Board, the
Financial Accounting Standards Board and other accounting standard setters.

Because of these and other uncertainties, our actual future results may be materially different from the results
indicated by these forward-looking statements. Please see Item 1.A. Risk Factors.
ITEM 1. BUSINESS
Northwest Bancshares, Inc.

Northwest Bancshares, Inc. is a Maryland corporation that was incorporated in September 2009 to be the successor
corporation to Northwest Bancorp, Inc., the former stock holding company for Northwest Savings Bank, upon
completion of the mutual-to-stock conversion of Northwest Bancorp, MHC, the former mutual holding company for
Northwest Savings Bank.

The conversion was completed December 18, 2009. Northwest Bancshares, Inc. sold a total of 68,878,267 shares
of common stock at $10.00 per share in the related offering. Concurrent with the completion of the offering, shares of
Northwest Bancorp, Inc. common stock owned by public stockholders were exchanged for 2.25 shares of Northwest
Bancshares, Inc. s common stock. In lieu of fractional shares, shareholders were paid in cash. Northwest Bancshares,
Inc. also issued 1,277,565 shares of common stock and contributed $1.0 million in cash from the offering proceeds to
Northwest Charitable Foundation, a new charitable foundation that Northwest Bancshares, Inc. established for the
benefit of the communities in which Northwest Savings Bank operates. As a result of the offering, the exchange, and
the contribution to the charitable foundation, as of December 31, 2009, Northwest Bancshares, Inc. had 110,641,858
shares outstanding and a market capitalization of approximately $1.1 billion. Net proceeds from the offering were
$658.7 million.

Northwest Bancshares, Inc. s executive offices are located at 100 Liberty Street, Warren, Pennsylvania 16365. Our
telephone number at this address is (814) 726-2140.

Northwest Bancshares, Inc. s website (www.northwestsavingsbank.com) contains a direct link to Northwest
Bancshares, Inc. s and its predecessor Northwest Bancorp, Inc. s filings with the Securities and Exchange Commission,
including copies of annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and
amendments to these filings, if any. Copies may also be obtained, without charge, by written request to Shareholder
Relations, P.O. Box 128, 100 Liberty Street, Warren, Pennsylvania 16365.

Northwest Savings Bank

Northwest Savings Bank is a Pennsylvania-chartered stock savings bank headquartered in Warren, Pennsylvania,
which is located in northwestern Pennsylvania. Northwest Savings Bank is a community-oriented financial institution
offering traditional deposit and loan products and investment management and trust services. Through a
wholly-owned subsidiary, Northwest Consumer Discount Company, it also offers consumer finance services.
Northwest Savings Bank s mutual savings bank predecessor was founded in 1896.

As of December 31, 2009, Northwest Savings Bank operated 171 community-banking offices throughout its
market area in northwest, southwest and central Pennsylvania, western New York, eastern Ohio, Maryland and
southeastern Florida. On October 23, 2009, Northwest Savings Bank completed the acquisition of Keystone State

2
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Savings Bank, with one branch and approximately $25.0 million of assets, located in Sharpsburg, Pennsylvania, a
suburb of Pittsburgh. Northwest Savings Bank, through its wholly-owned subsidiary, Northwest Consumer Discount
Company, also operates 51 consumer finance offices throughout Pennsylvania. Northwest Savings Bank also offers
investment management and trust services and, through wholly-owned subsidiaries, actuarial and benefit plan
administration services. Historically, we have focused our lending activities primarily on the origination of fixed-rate
loans secured by first mortgages on owner-occupied, one- to four-family residences. In an effort to reduce interest rate
risk and improve profit margins, we also offer shorter term consumer and commercial loans.

Our principal sources of funds are deposits, borrowed funds and the principal and interest payments on loans and
marketable securities. Our principal source of income is interest received on loans and marketable securities. Our
principal expenses are the interest paid on deposits and the cost of employee compensation and benefits.

Northwest Savings Bank s principal executive office is located at 100 Liberty Street, Warren, Pennsylvania, and its
telephone number at that address is (814) 726-2140.

Market Area and Competition

We are headquartered in Warren, Pennsylvania, which is located in northwestern Pennsylvania, and have our
highest concentration of deposits and loans in this area of Pennsylvania. Since the early 1990s, we have expanded,
primarily through acquisitions, into the southwestern and central regions of Pennsylvania, as well as western New
York, eastern Ohio, Maryland and southeastern Florida. As of December 31, 2009, we operate 142 community
banking offices and 51 consumer finance offices located in Pennsylvania, four community banking offices located in
Ohio, 17 community banking offices located in New York, five community banking offices in Maryland and three
community banking offices in Florida. All of the aforementioned market areas have a large concentration of financial
institutions. As a result, we encounter strong competition both in attracting deposits and in originating retail and
commercial loans. Our most direct competition for deposits comes from commercial banks, brokerage houses, other
thrift institutions and credit unions in our market areas. We expect continued competition from these financial
institutions in the foreseeable future. With the continued acceptance of Internet banking by our customers and
consumers generally, competition for deposits has increased from institutions operating outside of our market area as
well as from insurance companies.

Pennsylvania and Western New York Market Area. Through our acquisitions and de novo branching strategy we
have expanded our retail branch footprint throughout 30 counties in Pennsylvania and four counties in western New
York. In addition, through our consumer finance offices we operate in 11 additional counties in Pennsylvania. Our
northwestern and southwestern Pennsylvania and western New York markets are fueled by a diverse economy driven
by service businesses, technology companies and small manufacturing companies. Our southeastern Pennsylvania
market is primarily driven by service businesses and serves as a bedroom community to the cities of Baltimore,
Maryland and Philadelphia. Our primary market area has remained a stable banking market. As of July 2009, the
unemployment rates in Pennsylvania and New York were 8.5% and 8.6% compared to the national average of 9.7%
according to the U.S. Bureau of Labor Statistics.

In Pennsylvania, we ranked 6t in terms of deposit market share and total assets for institutions headquartered in
Pennsylvania. Pennsylvania is a stable banking market with a total population of approximately 12.6 million and total
households of approximately 4.9 million. The Pennsylvania markets in which we operate our retail branch and
consumer financial offices contain more than half of Pennsylvania s population and a similar percentage of
households. Our western New York market area has a total population of approximately 1.9 million and total
households of approximately 748,000 according to SNL Securities. Since 2000, many of the counties served in the
Pennsylvania and western New York markets have had, and are projected to continue to have, population declines
with population growth rates increasing mainly in the central and southeastern portion of Pennsylvania. However,
median household income has increased in all of the counties in which we conduct business in Pennsylvania since
2000 and generally decreased in our western New York markets. The median household income in Pennsylvania was
stable at $53,225 as of June 30, 2009, compared to the nationwide median income level of $54,719 according to
estimates from SNL Securities. The household income growth rate in Pennsylvania and our western New York market
area is expected to increase above the expected national and state average growth rates over the next five years by
approximately 4% according to estimates from SNL Securities.
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Maryland, Ohio and Florida Market Areas. In addition to operating in Pennsylvania and western New York, we
also operate five community banking offices in Ashtabula, Lake and Geauga counties in Ohio, five community
banking offices in Baltimore, Howard and Anne Arundel counties in Maryland and three community banking offices
in Broward county in Florida. Our Maryland regional economy consists of service businesses, government as well as
heath care services while our Florida market is primarily driven by the real estate sector. The major employment
sectors in our Ohio market are similar to our northwestern Pennsylvania market. With the exception of Ashtabula
county in Ohio, these markets have an expanding population base as well as higher median household income levels
relative to the state and national averages. As of June 30, 2009, the median household income levels in these markets
ranged from $55,150 to $101,954 according to estimates provided by SNL Securities. Over the next five years, the
household income levels in each of these markets are expected to increase above state and national household income
averages.

Lending Activities

General. Historically, our principal lending activity has been the origination, for retention in our loan portfolio, of
fixed-rate and, to a lesser extent, adjustable-rate mortgage loans collateralized by one- to four-family residential real
estate located in our market area. We also originate loans collateralized by multi-family residential and commercial
real estate, commercial business loans and consumer loans. Generally, we focus our lending activities in the
geographic areas where we maintain offices.

In an effort to manage interest rate risk, we have sought to make our interest-earning assets more interest rate
sensitive by originating adjustable-rate loans, such as adjustable-rate residential mortgage loans and home equity
lines-of-credit, and by originating short-term and medium-term fixed-rate consumer loans. In recent years we have
emphasized the origination of commercial real estate loans and commercial business loans, which generally have
adjustable rates of interest and shorter maturities than one- to four-family residential real estate loans. We also
purchase mortgage-backed securities and other types of investment securities that generally have short average lives
and/or adjustable interest rates. Because we originate a substantial amount of long-term fixed-rate mortgage loans
collateralized by one- to four-family residential real estate, when possible, we originate and underwrite loans
according to standards that allow us to sell them in the secondary mortgage market for purposes of managing
interest-rate risk and liquidity. We currently sell in the secondary market a limited number of fixed-rate residential
mortgage loans with maturities of more than 15 years, and generally retain all adjustable-rate mortgage loans and
fixed-rate residential mortgage loans with maturities of 15 years or less. Although we have sold an increased number
of the mortgage loans that we originated, we continue to be a portfolio lender and at any one time we hold few loans
identified as held-for-sale. We currently retain servicing on the mortgage loans we sell which generates monthly
service fee income. We generally retain in our portfolio all consumer loans that we originate while we periodically sell
participations in the multi-family residential, commercial real estate or commercial business loans that we originate in
an effort to reduce the risk of certain individual credits and the risk associated with certain businesses or industries.

One- to Four-Family Residential Mortgage Loans. We currently offer one- to four-family residential mortgage
loans with terms typically ranging from 15 to 30 years, with either adjustable or fixed interest rates. Originations of
fixed-rate mortgage loans versus adjustable-rate mortgage loans are monitored on an ongoing basis and are affected
significantly by such factors as the level of market interest rates, customer preference, our interest rate sensitivity and
liquidity position as well as loan products offered by our competitors. Therefore, even when management s strategy is
to increase the origination of adjustable-rate mortgage loans, market conditions may be such that there is greater
demand for fixed-rate mortgage loans.

Our fixed-rate loans, whenever possible, are originated and underwritten according to standards that permit sale
into the secondary mortgage market. Whether we can or will sell fixed-rate loans into the secondary market, however,
depends on a number of factors including the yield and the term of the loan, market conditions, and our current
liquidity and interest rate sensitivity position. We historically have been primarily a portfolio lender and at any one
time we have only a nominal amount of loans as held for sale. Our current strategy is to grow the consumer and
commercial loan portfolios by more than we grow our portfolio of long-term fixed-rate residential mortgage loans.
With this in mind, we generally retain in our portfolio fixed-rate loans with terms of 15 years or less, and sell a portion
of fixed-rate loans (servicing retained) with terms of more than 15 years. Our one- to four-family
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residential real estate loans are amortized on a monthly basis with principal and interest each due monthly. These
loans often remain outstanding for significantly shorter periods than their contractual terms because borrowers may
refinance or prepay loans at their option, usually without a prepayment penalty.

We currently offer adjustable-rate mortgage loans with initial interest rate adjustment periods of one, three and five
years, based on changes in a designated market index. We determine whether a borrower qualifies for an
adjustable-rate mortgage loan based on secondary market guidelines. One- to four-family adjustable-rate residential
mortgage loans totaled $42.0 million, or 0.77% of our gross loan portfolio at December 31, 2009.

Our one- to four-family residential mortgage loans customarily include due-on-sale clauses, which are provisions
giving us the right to declare a loan immediately due and payable in the event, among other things, the borrower sells
or otherwise disposes of the underlying real property serving as collateral for the loan. Due-on-sale clauses are an
important means of adjusting the rates on our fixed-rate mortgage loan portfolio.

Regulations limit the amount that a savings bank may lend relative to the appraised value of the real estate securing
the loan, as determined by an appraisal at the time of loan origination. Appraisals are either performed by our in-house
appraisal staff or by an appraiser who has been deemed qualified by our chief appraiser. Such regulations permit a
maximum loan-to-value ratio of 95% for residential property and 80% for all other real estate loans. We generally
limit the maximum loan-to-value ratio on both fixed-rate and adjustable-rate mortgage loans without private mortgage
insurance to 80% of the lesser of the appraised value or the purchase price of the real estate that serves as collateral for
the loan. We originate a limited amount of one- to four-family residential mortgage loans with loan-to-value ratios in
excess of 80%. For one- to four-family residential mortgage loans with loan-to-value ratios in excess of 80%, we
generally require the borrower to obtain private mortgage insurance. We require fire and casualty insurance, as well as
a title guaranty regarding good title, on all properties securing our real estate loans.

Some financial institutions we have acquired have held loans that are serviced by others and are secured by one- to
four-family residences. At December 31, 2009, our portfolio of one- to four-family loans serviced by others totaled
$10.4 million. We currently have no formal plans to enter into new residential loan participations.

Included in our $2.372 billion portfolio of one- to four-family residential real estate loans are construction loans of
$21.7 million, or 0.91% of our total loan portfolio. We offer fixed-rate and adjustable-rate residential construction
loans primarily for the construction of owner-occupied one- to four-family residences in our market area to builders or
to owners who have a contract for construction. Construction loans are generally structured to become permanent
loans, and are originated with terms of up to 30 years with an allowance of up to one year for construction. Advances
are made as construction is completed. In addition, we originate loans within our market area that are secured by
individual unimproved or improved lots. Land loans for the construction of owner-occupied residential real estate
properties are currently offered with fixed-rates for terms of up to 10 years. The maximum loan-to-value ratio for
these loans is 80% of the as-completed appraised value, and the maximum loan-to-value ratio for our construction
loans is 95% of the lower of cost or as-completed appraised value.

Construction lending generally involves a greater degree of credit risk than permanent one- to four-family
residential mortgage lending. The repayment of the construction loan is often dependent upon the successful
completion of the construction project. Construction delays or the inability of the borrower to sell the property once
construction is completed may impair the borrower s ability to repay the loan.

Multi-family Residential and Commercial Real Estate Loans. Our multi-family residential real estate loans are
secured by multi-family residences, such as rental properties. Our commercial real estate loans are secured by
nonresidential properties such as hotels, church property, manufacturing facilities and retail establishments. At
December 31, 2009, a significant portion of our multi-family residential and commercial real estate loans were
secured by properties located within our market area. Our largest multi-family residential real estate loan relationship
at December 31, 2009 had a principal balance of $7.6 million, and was collateralized by multiple residential real estate
rental properties. These loans were performing in accordance with their terms as of December 31, 2009. Our largest
commercial real estate loan relationship at December 31, 2009, had a principal balance of $38.4 million and was
collateralized by six different mixed use commercial buildings. These loans were performing in accordance with their
terms as of December 31, 2009. Multi-family residential and commercial real estate loans
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are offered with both adjustable interest rates and fixed interest rates. The terms of each multi-family residential and
commercial real estate loan are negotiated on a case-by-case basis. We generally originate multi-family residential and
commercial real estate loans in amounts up to 80% of the appraised value of the property collateralizing the loan.

Loans secured by multi-family residential and commercial real estate generally involve a greater degree of credit
risk than one- to four-family residential mortgage loans and carry larger loan balances. This increased credit risk is a
result of several factors, including the concentration of principal in a limited number of loans and borrowers, the
effects of general economic conditions on income producing properties, and the increased difficulty of evaluating and
monitoring these types of loans. Furthermore, the repayment of loans secured by multi-family residential and
commercial real estate is typically dependent upon the successful operation of the related real estate property. If the
cash flow from the project is reduced, the borrower s ability to repay the loan may be impaired.

Home Equity Loans and Lines of Credit. Generally, our home equity loans and home equity lines of credit are
secured by the borrower s principal residence with a maximum loan-to-value ratio, including the principal balances of
both the first and second mortgage loans, of 90% or less. Home equity loans are offered on a fixed rate basis with
terms of up to 20 years. Home equity lines of credit are offered on an adjustable-rate basis with terms of up to
25 years. At December 31, 2009, the disbursed portion of home equity lines of credit totaled $235.3 million, or 4.3%
of our total loans, with $254.5 million remaining undisbursed, and our fixed-rate home equity loans totaled
$844.7 million, or 15.6% of our total loans. We generally underwrite home equity loans and lines of credit in a
manner similar to our underwriting of one- to four-family residential real estate loans.

Consumer Loans. The principal types of consumer loans we offer are automobile loans, sales finance loans,
unsecured personal loans, credit card loans, and loans secured by deposit accounts. Consumer loans are typically
offered with maturities of ten years or less.

The underwriting standards we employ for consumer loans include a determination of the applicant s credit history
and an assessment of ability to meet existing obligations and payments on the proposed loan. The stability of the
applicant s monthly income may be determined by verification of gross monthly income from primary employment,
and additionally from any verifiable secondary income. Creditworthiness of the applicant is of primary consideration;
however, the underwriting process also includes a comparison of the value of the collateral in relation to the proposed
loan amount.

Consumer loans entail greater credit risk than residential mortgage loans, particularly in the case of consumer loans
that are unsecured or secured by assets that depreciate rapidly, such as automobiles, mobile homes, boats, recreation
vehicles, appliances and furniture. In such cases, repossessed collateral for a defaulted consumer loan may not provide
an adequate source of repayment for the outstanding loan and the remaining deficiency often does not warrant further
substantial collection efforts against the borrower. In particular, amounts realizable on the sale of repossessed
automobiles may be significantly reduced based upon the condition of the automobiles and the lack of demand for
used automobiles.

Commercial Business Loans. We offer commercial business loans to finance various activities in our market area,
some of which are secured in part by additional real estate collateral. At December 31, 2009 the largest commercial
business loan relationship had a principal balance of $10.8 million, and was secured by all fixed assets of a diagnostic
imaging center.

Commercial business loans are offered with both fixed and adjustable interest rates. Underwriting standards we
employ for commercial business loans include a determination of the applicant s ability to meet existing obligations
and payments on the proposed loan from normal cash flows generated by the applicant s business. The financial
strength of each applicant also is assessed through a review of financial statements provided by the applicant.

Commercial business loans generally bear higher interest rates than residential loans, but they also may involve a
higher risk of default since their repayment is generally dependent on the successful operation of the borrower s
business. We generally obtain personal guarantees from the borrower or a third party as a condition to originating

commercial business loans.
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Loan Originations, Solicitation, Processing and Commitments. Loan originations are derived from a number of
sources such as real estate broker referrals, existing customers, borrowers, builders, attorneys and walk-in customers.
Historically all of our loan originators were salaried employees, and we did not pay commissions in connection with
loan originations. Beginning in 2007, we implemented a program whereby certain commercial lenders were paid
commissions based on predetermined goals. This program was discontinued as of December 31, 2009. Upon receiving
a retail loan application, we obtain a credit report and employment verification to verify specific information relating
to the applicant s employment, income, and credit standing. In the case of a real estate loan, an in-house appraiser or an
appraiser we approve appraises the real estate intended to secure the proposed loan. A loan processor in our loan
department checks the loan documents file for accuracy and completeness, and verifies the information provided.

For our retail loans, including residential mortgage loans, home equity loans and lines of credit, automobile loans,
credit cards, education loans and other unsecured loans, we have implemented a credit approval process based on a
laddered individual loan authority system. Local loan officers are granted various levels of authority based on their
lending experience and expertise. These authority levels are reviewed by the Credit Committee on at least an annual
basis.

Our commercial loan policy assigns lending limits for our various commercial loan officers. These individual
authorities are established by the Credit Committee. Regional loan committees may approve extensions of credit
above those that may be authorized by individual officers, and the Senior Loan Committee may approve extensions of
credit in excess of those that may be approved by regional loan committees. The Credit Committee meets quarterly to
review the assigned lending limits and to monitor our lending policies, loan activity, economic conditions and
concentrations of credit.

The Board of Directors must approve all loans where the total debt relationship exceeds $7.5 million ($5.0 million
for loans exceeding the maximum loan-to-value ratio or not meeting minimum debt service coverage), or as may be
required by Regulation O. Loans exceeding the limits established for the Senior Loan Committee must be approved by
the Executive Committee of the Board of Directors or by the entire Board of Directors. Our general policy is to make
no loans either individually or in the aggregate to one entity in excess of $15.0 million. Exceptions to this policy are
permitted with the prior approval from the Board of Directors. Fire and casualty insurance is required at the time the
loan is made and throughout the term of the loan, and flood insurance is required as determined by regulation. After
the loan is approved, a loan commitment letter is promptly issued to the borrower. At December 31, 2009, we had
commitments to originate $134.6 million of loans.

If the loan is approved, the commitment letter specifies the terms and conditions of the proposed loan including the
amount of the loan, interest rate, amortization period, maturity, a description of the required collateral and required
insurance coverage. The borrower must provide proof of fire and casualty insurance on the property (and, as required,
flood insurance) serving as collateral, which insurance must be maintained during the full term of the loan. Property
searches are requested, as needed, on all loans secured by real property.

Loan Origination Fees. In addition to interest earned on loans, we generally receive loan origination fees. We
defer loan origination fees and costs and amortize such amounts as an adjustment of yield over the life of the loan by
use of the level yield method. Deferred loan fees are recognized into income immediately upon prepayment or the sale
of the related loan. At December 31, 2009, we had $7.0 million of net deferred loan origination fees. Loan origination
fees are volatile sources of income. Such fees vary with the volume and type of loans and commitments originated and
purchased, principal repayments, and competitive conditions in the marketplace.

Income from loan origination fees was $7.6 million, $7.4 million and $9.3 million for the years ended
December 31, 2009, 2008 and 2007, respectively.

Sale of Education Loans. As a service to our customers, we originate education loans in our Pennsylvania
markets. These loans are normally sold to the Pennsylvania Department of Education.

Loans-to-One Borrower. Savings banks are subject to the same loans-to-one borrower limits as those applicable to
national banks, which restrict loans to one borrower to an amount equal to 15% of unimpaired capital
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and unimpaired surplus on an unsecured basis, and an additional amount equal to 10% of unimpaired capital and
unimpaired surplus if the loan is secured by readily marketable collateral (generally, financial instruments and bullion,
but not real estate). We have established our own internal limit of loans to one borrower of $15.0 million, which may
be exceeded only with the approval of the Board of Directors. At December 31, 2009, the largest aggregate amount
loaned to one borrower, or related borrowers, totaled $38.4 million and was secured by six different mixed use
commercial buildings. Our second largest lending relationship totaled $36.5 million and was secured by nine different
properties including multiple hotels and other commercial real estate. Our third largest lending relationship totaled
$16.7 million and was secured by a hotel. Our fourth largest lending relationship totaled $15.7 million and was
secured by commercial real estate and a residential land development project. Our fifth largest lending relationship
totaled $15.0 million and was secured by an oil refinery. All of these loans were performing in accordance with their
terms at December 31, 2009.

Investment Activities

Our Board of Directors has primary responsibility for establishing and overseeing our investment policy. The board
of directors has delegated authority to implement the investment policy to our Chief Financial Officer. The investment
policy is reviewed at least annually by the Chief Financial Officer, and any changes to the policy are subject to
approval by the full Board of Directors. The overall objectives of the Investment Policy are to maintain a portfolio of
high quality and diversified investments to control interest rate risk while providing an acceptable return. The
investment portfolio is also used to provide collateral for borrowings, to provide additional earnings when loan
production is low, and to reduce our tax liability. The policy dictates that investment decisions give consideration to
the safety of principal, liquidity requirements and potential returns. Either our Chief Financial Officer executes our
securities portfolio transactions or our Treasurer executes transactions as directed by the Chief Financial Officer. All
purchase and sale transactions are reported to the Board of Directors on a monthly basis.

Our current investment policy does not permit investment in stripped mortgage-backed securities, complex
securities and derivatives as defined in federal banking regulations and other high-risk securities. As of December 31,
2009, we held no asset-backed securities other than mortgage-backed securities.

At the time of purchase, we designate a security as either held to maturity, available-for-sale, or trading, based
upon our ability and intent. Securities available-for-sale and trading securities are reported at market value and
securities held to maturity are reported at amortized cost. A periodic review and evaluation of the available-for-sale
and held-to-maturity securities portfolios is conducted to determine if the fair value of any security has declined below
its carrying value and whether such decline is other-than-temporary. If impairment exists, credit related impairment
losses are recorded in earnings while noncredit related impairment losses are recorded in accumulated other
comprehensive income. The fair values of our securities are based on published or securities dealers market values,
when available. See the footnotes to the audited financial statements for a detailed analysis and description of our
investment portfolio and valuation techniques.

We purchase mortgage-backed securities that generally are issued by Fannie Mae, Freddie Mac or Ginnie Mae.
Historically, we invested in mortgage-backed securities to achieve positive interest rate spreads with minimal
administrative expense and to lower our credit risk as a result of the guarantees provided by Freddie Mac, Fannie Mae
or Ginnie Mae. However, in September 2008, the Federal Housing Finance Agency placed Freddie Mac and Fannie
Mae into conservatorship. The U.S. Treasury Department has established financing agreements to ensure that Freddie
Mac and Fannie Mae meet their obligations to holders of mortgage-backed securities that they have issued or
guaranteed. These actions have not materially affected the markets for mortgage-backed securities issued by Freddie
Mac or Fannie Mae.

Sources of Funds

General. Deposits are the major source of our funds for lending and other investment purposes. In addition to
deposits, we derive funds from the amortization and prepayment of loans and mortgage-backed securities, the maturity
of investment securities, operations and, if needed, borrowings. Scheduled loan principal repayments are a relatively
stable source of funds, while deposit inflows and outflows and loan prepayments are influenced significantly by
general interest rates and market conditions. Borrowings may be used on a short-term
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basis to compensate for reductions in the availability of funds from other sources or on a longer term basis for general
business purposes, including to manage interest rate risk.

Deposits. Consumer and commercial deposits are generated principally from our market area by offering a broad
selection of deposit instruments including checking accounts, savings accounts, money market deposit accounts, term
certificate accounts and individual retirement accounts. While we accept deposits of $100,000 or more, we do not
offer substantial premium rates for such deposits. We accept brokered deposits through the CDARS program, but
generally do not solicit funds outside our market area. As of December 31, 2009, we had no deposits through the
CDARS program. Deposit account terms vary according to the minimum balance required, the period of time during
which the funds must remain on deposit, and the interest rate, among other factors. We regularly execute changes in
our deposit rates based upon cash flow requirements, general market interest rates, competition, and liquidity
requirements.

Borrowings. Deposits are the primary source of funds for our lending and investment activities and general
business purposes. We also rely upon borrowings to supplement our supply of lendable funds and to meet deposit
withdrawal requirements. Borrowings from the Federal Home Loan Bank of Pittsburgh typically are collateralized by
our stock in the Federal Home Loan Bank of Pittsburgh and a portion of our real estate loans. In addition to the
Federal Home Loan Bank of Pittsburgh, we have borrowing facilities with the Federal Reserve Bank, a correspondent
bank and we borrow funds, in the form of reverse repurchase agreements, from municipalities and school districts.

The Federal Home Loan Bank of Pittsburgh functions as a central reserve bank providing credit for Northwest
Savings Bank and other member financial institutions. As a member, Northwest Savings Bank is required to own
capital stock in the Federal Home Loan Bank of Pittsburgh and is authorized to apply for borrowings on the security
of such stock and certain of its real estate loans, provided certain standards related to creditworthiness have been met.
Borrowings are made pursuant to several different programs. Each credit program has its own interest rate and range
of maturities. Depending on the program, limitations on the amount of borrowings are based either on a fixed
percentage of a member institution s net worth or on the Federal Home Loan Bank of Pittsburgh s assessment of the
institution s creditworthiness. All of our Federal Home Loan Bank of Pittsburgh borrowings currently have fixed
interest rates and original maturities of between one day and six years.

Subsidiary Activities

Northwest Bancshares, Inc. s sole consolidated subsidiary is Northwest Savings Bank. Northwest Bancshares, Inc.
also owns all of the common stock of two statutory business trusts: Northwest Bancorp Capital Trust III, a Delaware
statutory business trust, and Northwest Bancorp Statutory Trust IV, a Connecticut statutory business trust (the Trusts ).
The Trusts have issued a total of $100.0 million of trust preferred securities. The Trusts are not consolidated with
Northwest Bancshares, Inc. At December 31, 2009, Northwest Bancshares, Inc. s investment in the Trusts totaled
$3.1 million, and the Trusts had assets of $103.1 million at that date.

Northwest Savings Bank has seven wholly-owned subsidiaries Northwest Settlement Agency, LLC, Great
Northwest Corporation, Northwest Financial Services, Inc., Northwest Consumer Discount Company, Inc., Allegheny
Services, Inc., Boetger and Associates, Inc., and Northwest Capital Group, Inc. For financial reporting purposes all of
these companies are included in the consolidated financial statements of Northwest Bancshares, Inc.

Northwest Settlement Agency, LLC provides title insurance to borrowers of Northwest Savings Bank and other
lenders. At December 31, 2009, Northwest Savings Bank had an equity investment in Northwest Settlement Agency,
LLC of $1.5 million. For the year ended December 31, 2009, Northwest Settlement Agency, LLC had net income of
$592,000.

Great Northwest s sole activity is holding equity investments in government-assisted low-income housing projects
in various locations in our market area. At December 31, 2009, Northwest Savings Bank had an equity investment in
Great Northwest of $6.3 million. For the year ended December 31, 2009, Great Northwest had net income of $240,000
generated primarily from federal low-income housing tax credits.

9
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Northwest Financial Services principal activity is the operation of retail brokerage activities. It also owns the
common stock of several financial institutions. In addition, Northwest Financial Services holds an equity investment
in one government assisted low-income housing project. At December 31, 2009, Northwest Savings Bank had an
equity investment in Northwest Financial Services of $7.0 million, and for the year ended December 31, 2009,
Northwest Financial Services had net income of $61,000.

Northwest Consumer Discount Company operates 51 consumer finance offices throughout Pennsylvania. At
December 31, 2009, Northwest Savings Bank had an equity investment in Northwest Consumer Discount Company of
$29.6 million and the net income of Northwest Consumer Discount Company for the year ended December 31, 2009
was $2.7 million.

Allegheny Services, Inc. is a Delaware investment company that holds mortgage loans originated through our
wholesale lending operation as well as municipal bonds. In addition, Allegheny Services, Inc. has loans to both
Northwest Savings Bank and Northwest Consumer Discount Company. At December 31, 2009, Northwest Savings
Bank had an equity investment in Allegheny Services, Inc. of $653.6 million, and for the year ended December 31,
2009, Allegheny Services, Inc. had net income of $19.0 million.

Boetger and Associates, Inc. is an actuarial and employee benefits consulting firm that specializes in the design,
implementation and administration of qualified retirement plan programs. At December 31, 2009, Northwest Savings
Bank had an equity investment of $1.7 million in Boetger and Associates and for the year ended December 31, 2009,
Boetger and Associates had net income of $190,000.

Northwest Capital Group s principal activity is to own, operate and ultimately divest of properties that were
acquired in foreclosure. At December 31, 2009, Northwest Savings Bank had an equity investment of $3.3 million in
Northwest Capital Group and reported no net income for the year ended December 31, 2009.

Federal regulations require insured institutions to provide 30 days advance notice to the Federal Deposit Insurance
Corporation before establishing or acquiring a subsidiary or conducting a new activity in a subsidiary. The insured
institution must also provide the Federal Deposit Insurance Corporation such information as may be required by
applicable regulations and must conduct the activity in accordance with the rules and orders of the Federal Deposit
Insurance Corporation. In addition to other enforcement and supervision powers, the Federal Deposit Insurance
Corporation may determine after notice and opportunity for a hearing that the continuation of a savings bank s
ownership of or relation to a subsidiary constitutes a serious risk to the safety, soundness or stability of the savings
bank, or is inconsistent with the purposes of federal banking laws. Upon the making of such a determination, the
Federal Deposit Insurance Corporation may order the savings bank to divest the subsidiary or take other actions.
Personnel

As of December 31, 2009, we had 1,711 full-time and 312 part-time employees (including employees of our
wholly-owned subsidiaries). None of our employees is represented by a collective bargaining group. We believe we
have a good working relationship with our employees.

SUPERVISION AND REGULATION
General

Northwest Savings Bank is a Pennsylvania-chartered savings bank and our deposit accounts are insured up to
applicable limits by the Federal Deposit Insurance Corporation under the Deposit Insurance Fund. Northwest Savings
Bank is subject to extensive regulation by the Department of Banking of the Commonwealth of Pennsylvania (the

Department of Banking ), as its chartering agency, and by the Federal Deposit Insurance Corporation, as the insurer of
its deposit accounts. Northwest Savings Bank must file reports with the Department of Banking and the Federal
Deposit Insurance Corporation concerning its activities and financial condition in addition to obtaining regulatory
approvals prior to entering into certain transactions including, acquisitions of other financial institutions. Northwest
Savings Bank is examined periodically by the Department of Banking and the Federal Deposit Insurance Corporation
to test Northwest Savings Bank s compliance with various laws and
10

Table of Contents 18



Edgar Filing: Northwest Bancshares, Inc. - Form 10-K

Table of Contents

regulations. This regulation and supervision, as well as federal and state law, establishes a comprehensive framework
of activities in which Northwest Savings Bank may engage and is intended primarily for the protection of the Federal
Deposit Insurance Corporation insurance fund and depositors. The regulatory structure also gives the regulatory
authorities extensive discretion in connection with their supervisory and enforcement activities and with their
examination policies, including policies with respect to the classification of assets and the establishment of adequate
loan loss reserves for regulatory purposes.

Any change in these laws or regulations, whether by the Department of Banking or the Federal Deposit Insurance
Corporation, could have a material adverse impact on Northwest Bancshares, Inc., Northwest Savings Bank and their
respective operations.

As a savings and loan holding company, Northwest Bancshares, Inc. is required to comply with the rules and
regulations of the Office of Thrift Supervision, and is required to file certain reports with and is subject to examination
by, the Office of Thrift Supervision. Northwest Bancshares, Inc. is also subject to the rules and regulations of the
Securities and Exchange Commission under the federal securities laws.

Set forth below is a brief description of certain regulatory requirements that are applicable to Northwest Savings
Bank and Northwest Bancshares, Inc. The description below is limited to certain material aspects of the statutes and
regulations addressed, and is not intended to be a complete description of such statutes and regulations and their
effects on Northwest Savings Bank and Northwest Bancshares, Inc.

Pennsylvania Savings Bank Law

The Pennsylvania Banking Code of 1965, as amended (the Banking Code ) contains detailed provisions governing
the organization, operations, corporate powers, savings and investment authority, branching rights and responsibilities
of directors, officers and employees of Pennsylvania savings banks. A Pennsylvania savings bank may locate or
change the location of its principal place of business and establish an office anywhere in, or adjacent to, Pennsylvania,
with the prior approval of the Department of Banking. The Banking Code delegates extensive rulemaking power and
administrative discretion to the Department of Banking in its supervision and regulation of state-chartered savings
banks.

The Department of Banking generally examines each savings bank not less frequently than once every two years.
Although the Department of Banking may accept the examinations and reports of the Federal Deposit Insurance
Corporation in lieu of its own examination, the current practice is for the Department of Banking to conduct individual
examinations. The Department of Banking may order any savings bank to discontinue any violation of law or unsafe
or unsound business practice and may direct any trustee, officer, attorney, or employee of a savings bank engaged in
an objectionable activity, after the Department of Banking has ordered the activity to be terminated, to show cause at a
hearing before the Department of Banking why such person should not be removed.

Insurance of Deposit Accounts

Our deposit accounts are insured by the FDIC up to applicable legal limits under the FDIC s general deposit
insurance rules. The FDIC s deposit insurance fund is funded by assessments on insured depository institutions, which
depend on the risk category of an institution and the amount of insured deposits that it holds. The FDIC may increase
or decrease the assessment rate schedule on a semi-annual basis. Effective April 2009, assessment rates are subject to
adjustments based upon the insured depository institution s ratio of (i) long-term unsecured debt to domestic deposits,
(ii) secured liabilities to domestic deposits and (iii) brokered deposits to domestic deposits (if greater than 10%).

Federal legislation establishes a range of 1.15% to 1.50% for the FDIC s designated reserve ratio; and grants the
FDIC discretion to set insurance premium rates according to the risk for all insured banks regardless of the level of the
reserve ratio. The legislation also granted a one-time initial assessment credit to certain banks in recognition of their
past contributions to the fund. During 2008 and 2007, our Bank used $600,000 and $3.2 million in credits,
respectively, to offset insurance premiums assessed by the FDIC. At December 31, 2009, we had no further credits
available to offset assessments by the FDIC.
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In conjunction with the October 2008 enactment of the Emergency Economic Stabilization Act of 2008 ( EESA ),
the limit on FDIC insurance coverage was increased to $250,000 for all accounts through December 31, 2009, which
Congress has since extended through December 31, 2013.

In addition, in October 2008, the Secretary of the Treasury invoked the systemic risk exception of the FDIC
Improvement Act of 1991, allowing the FDIC to provide a 100% guarantee for newly issued senior unsecured debt
issued before June 30, 2009 and noninterest bearing transaction deposit accounts through December 31, 2009 at FDIC
insured institutions under the Temporary Liquidity Guarantee Program ( TLGP ). Fees for coverage were waived for
the first 30 days of the program. We elected to participate in the program beyond this time period for coverage of
noninterest bearing transaction deposit accounts not otherwise covered by the existing deposit insurance limit of
$250,000, but not for the guarantee of senior unsecured debt. An annual surcharge of 10 basis points is applied to
noninterest bearing transaction deposit amounts in excess of $250,000. On August 26, 2009, the FDIC extended this
coverage under the TLGP through June 30, 2010 for noninterest bearing transaction deposit accounts not otherwise
covered by the existing deposit insurance limit of $250,000. We did not elect to participate in this extension of the
TLGP, and accordingly, such coverage ended on December 31, 2009. On May 22, 2009, the FDIC adopted a rule
levying a five basis point special assessment on each insured depository institution s assets minus Tier 1 capital as of
June 30, 2009. The special assessment was payable on September 30, 2009. We recorded an expense of $3.3 million
during the second quarter of 2009 to reflect the special assessment. On September 29, 2009 the FDIC increased
assessment rates on deposit insurance premiums by three basis points effective January 1, 2011. In addition, in lieu of
another special assessment, on November 12, 2009, the FDIC board adopted a final rule requiring insured institutions
to prepay their estimated quarterly risk-based assessments for the fourth quarter of 2009, as well as for all of 2010,
2011, and 2012 on December 30, 2009, which amounted to $32.8 million for us. The rate increases and special
assessment resulted in a significant increase to our FDIC insurance premiums, to $11.6 million in 2009 from
$3.9 million in 2008.

FDIC guidance provides that as of December 31, 2009, and each quarter thereafter, each insured institution will be
required to record an expense for its regular quarterly assessment and an offsetting credit to the prepaid assessment
until the prepaid asset is exhausted. Once the asset is exhausted, the institution will resume paying and accounting for
quarterly deposit insurance assessments as it currently does. Any further special assessments that the FDIC levies will
be recorded as an expense during the appropriate period.

Capital Requirements

Any savings institution that fails any of the Federal Deposit Insurance Corporation capital requirements is subject
to enforcement action by the Federal Deposit Insurance Corporation. Such action may include a capital directive, a
cease and desist order, civil money penalties, restrictions on an institution s operations, termination of federal deposit
insurance, and the appointment of a conservator or receiver. Certain enforcement actions are required by law. The
Federal Deposit Insurance Corporation s capital regulation provides that such action, through enforcement proceedings
or otherwise, may require a variety of corrective actions.

Northwest Savings Bank is also subject to capital guidelines of the Department of Banking. Although not adopted
in regulation form, the Department of Banking requires 6% leverage capital and 10% risk-based capital. The
components of leverage and risk-based capital are substantially the same as those defined by the Federal Deposit
Insurance Corporation.

Prompt Corrective Action

Under federal regulations, a bank is considered to be (i) well capitalized if it has total risk-based capital of 10.0%
or more, Tier 1 risk-based capital of 6.0% or more, Tier I leverage capital of 5.0% or more, and is not subject to any
written capital order or directive; (ii) adequately capitalized if it has total risk-based capital of 8.0% or more, Tier I
risk-based capital of 4.0% or more and Tier I leverage capital of 4.0% or more (3.0% under certain circumstances),
and does not meet the definition of well capitalized ; (iii) undercapitalized if it has total risk-based capital of less than
8.0%, Tier I risk-based capital of less than 4.0% or Tier I leverage capital of less than 4.0% (3.0% under certain
circumstances); (iv) significantly undercapitalized if it has total risk-based capital of less than 6.0%, Tier I risk-based
capital less than 3.0%, or Tier I leverage capital of less than 3.0%; and (v) critically undercapitalized if its ratio of
tangible equity to total assets is equal to or less than 2.0%. Federal regulations also
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specify circumstances under which a federal banking agency may reclassify a well capitalized institution as
adequately capitalized, and may require an adequately capitalized institution to comply with supervisory actions as if
it were in the next lower category (except that the Federal Deposit Insurance Corporation may not reclassify a
significantly undercapitalized institution as critically undercapitalized). As of December 31, 2009, Northwest Savings
Bank was well-capitalized for this purpose.
Loans-to-One Borrower Limitation

Under federal regulations, with certain limited exceptions, a Pennsylvania chartered savings bank may lend to a
single or related group of borrowers on an unsecured basis an amount equal to 15% of its unimpaired capital and
surplus. An additional amount may be lent, equal to 10% of unimpaired capital and surplus, if such loan is secured by
readily marketable collateral, which is defined to include certain securities and bullion, but generally does not include
real estate. Our internal policy, however, is to make no loans either individually or in the aggregate to one entity in
excess of $15.0 million. This limit may be exceeded subject to the approval of the Board of Directors.
Activities and Investments of Insured State-Chartered Banks

Federal law generally limits the activities and equity investments of state-chartered banks insured by the Federal
Deposit Insurance Corporation to those that are permissible for national banks. Under regulations dealing with equity
investments, an insured state bank generally may not, directly or indirectly, acquire or retain any equity investment of
a type, or in an amount, that is not permissible for a national bank. An insured state bank is not prohibited from,
among other things: (i) acquiring or retaining a majority interest in a subsidiary; (ii) investing as a limited partner in a
partnership the sole purpose of which is direct or indirect investment in the acquisition, rehabilitation, or new
construction of a qualified housing project, provided that such limited partnership investments may not exceed 2% of
the bank s total assets; (iii) acquiring up to 10% of the voting stock of a company that solely provides or reinsures
liability insurance for directors, trustees or officers, or blanket bond group insurance coverage for insured depository
institutions; and (iv) acquiring or retaining the voting shares of a depository institution if certain requirements are met.
The USA PATRIOT Act

The USA Patriot Act gives the federal government powers to address terrorist threats through enhanced domestic
security measures, expanded surveillance powers, increased information sharing and broadened anti-money
laundering requirements. The USA Patriot Act also requires the federal banking agencies to take into consideration the
effectiveness of controls designed to combat money-laundering activities in determining whether to approve a merger
or other acquisition application of a member institution. Accordingly, if we engage in a merger or other acquisition,
our controls designed to combat money laundering would be considered as part of the application process. We have
established policies, procedures and systems designed to comply with these regulations.
Holding Company Regulation

General. Federal law allows a state savings bank, such as Northwest Savings Bank, that qualifies as a Qualified
Thrift Lender, as discussed below, to elect to be treated as a savings association for purposes of the savings and loan
company provisions of the Home Owners Loan Act of 1933, as amended. Such election results in its holding company
being regulated as a savings and loan holding company by the Office of Thrift Supervision rather than as a bank
holding company by the Federal Reserve Board. Northwest Bancshares, Inc. has made such an election. Therefore,
Northwest Bancshares, Inc. is a savings and loan holding company within the meaning of the Home Owners Loan Act
of 1933, as amended. As such, Northwest Bancshares, Inc. is registered with the Office of Thrift Supervision and will
be subject to Office of Thrift Supervision regulations, examinations, supervision and reporting requirements. In
addition, the Office of Thrift Supervision has enforcement authority over Northwest Bancshares, Inc. and any
nonsavings institution subsidiaries of Northwest Bancshares, Inc. Among other things, this authority permits the
Office of Thrift Supervision to restrict or prohibit activities that are determined to be a serious risk to the subsidiary
savings institution.
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Permissible Activities. The business activities of Northwest Bancshares, Inc. are generally limited to those
activities permissible for financial holding companies under Section 4(k) of the Bank Holding Company Act of 1956,
as amended, or for multiple savings and loan holding companies. A financial holding company may engage in
activities that are financial in nature, including underwriting equity securities and insurance as well as activities that
are incidental to financial activities or complementary to financial activities. A multiple savings and loan holding
company is generally limited to activities permissible for bank holding companies under Section 4(c)(8) of the Bank
Holding Company Act, subject to the prior approval of the Office of Thrift Supervision, and certain additional
activities authorized by Office of Thrift Supervision regulations.

Federal law prohibits a savings and loan holding company, including Northwest Bancshares, Inc., directly or
indirectly, or through one or more subsidiaries, from acquiring more than 5% of another savings institution or holding
company thereof, without prior written approval of the Office of Thrift Supervision. It also prohibits the acquisition or
retention of, with certain exceptions, more than 5% of a nonsubsidiary company engaged in activities that are not
closely related to banking or financial in nature, or acquiring or retaining control of an institution that is not federally
insured. In evaluating applications by holding companies to acquire savings institutions, the Office of Thrift
Supervision must consider the financial and managerial resources, future prospects of the company and institution
involved, the effect of the acquisition on the risk to the federal deposit insurance fund, the convenience and needs of
the community and competitive factors.

The Office of Thrift Supervision is prohibited from approving any acquisition that would result in a multiple
savings and loan holding company controlling savings institutions in more than one state, subject to two exceptions:

(i) the approval of interstate supervisory acquisitions by savings and loan holding companies; and
(ii) the acquisition of a savings institution in another state if the laws of the state of the target savings institution
specifically permit such acquisition.

The states vary in the extent to which they permit interstate savings and loan holding company acquisitions.

Qualified Thrift Lender Test. To be regulated as a savings and loan holding company by the Office of Thrift
Supervision (rather than as a bank holding company by the Federal Reserve Board), Northwest Savings Bank must
qualify as a Qualified Thrift Lender. To qualify as a Qualified Thrift Lender, Northwest Savings Bank must be a

domestic building and loan association, as defined in the Internal Revenue Code, or comply with the Qualified Thrift
Lender test. Under the Qualified Thrift Lender test, a savings institution is required to maintain at least 65% of its
portfolio assets (total assets less: (1) specified liquid assets up to 20% of total assets; (2) intangibles, including
goodwill; and (3) the value of property used to conduct business) in certain qualified thrift investments (primarily
residential mortgages and related investments, including certain mortgage-backed and related securities) in at least
nine months out of each 12-month period. As of December 31, 2009 Northwest Savings Bank met the Qualified Thrift
Lender test.
Federal Securities Laws

Shares of our common stock are registered with the SEC under Section 12(b) of the Securities Exchange Act of
1934, as amended (the Exchange Act ). We are also subject to the proxy rules, tender offer rules, insider trading
restrictions, annual and periodic reporting, and other requirements of the Exchange Act.

Sarbanes-Oxley Act of 2002

The Sarbanes-Oxley Act of 2002 was enacted to increase corporate responsibility, to provide for enhanced
penalties for accounting and auditing improprieties at publicly traded companies, and to protect investors by
improving the accuracy and reliability of corporate disclosures pursuant to the securities laws. The Sarbanes-Oxley
Act generally applies to all companies that file or are required to file periodic reports with the Securities and Exchange
Commission, under the Securities Exchange Act of 1934.
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The Sarbanes-Oxley Act includes specific additional disclosure requirements, requires the Securities and Exchange
Commission and national securities exchanges to adopt extensive additional disclosure, corporate governance and
other related rules, and mandates further studies of certain issues by the Securities and Exchange Commission. The
Sarbanes-Oxley Act represents significant federal involvement in matters traditionally left to state regulatory systems,
such as the regulation of the accounting profession, and to corporate law, such as the relationship between a board of
directors and management and between a board of directors and its committees.

FEDERAL AND STATE TAXATION

Federal Taxation. For federal income tax purposes, Northwest Bancshares, Inc. files a consolidated federal income
tax return with its wholly-owned subsidiaries on a calendar year basis. The applicable federal income tax expense or
benefit will be properly allocated to each subsidiary based upon taxable income or loss calculated on a separate
company basis.

We account for income taxes using the asset and liability method which accounts for deferred income taxes by
applying the enacted statutory rates in effect at the balance sheet date to differences between the book basis and the
tax basis of assets and liabilities. The resulting deferred tax liabilities and assets are adjusted to reflect changes in tax
laws.

State Taxation. As a Maryland business corporation, Northwest Bancshares, Inc. is required to file annual tax
returns with the State of Maryland. Northwest Bancshares, Inc. is subject to Pennsylvania s corporate net income tax
and capital stock tax. Dividends received from Northwest Savings Bank qualify for a 100% dividends received
deduction and are not subject to corporate net income tax.

Northwest Savings Bank is subject to a Pennsylvania mutual thrift institutions tax based on Northwest Savings
Bank s net income determined in accordance with generally accepted accounting principles, with certain adjustments.
The tax rate under the mutual thrift institutions tax is 11.5%. Interest on Pennsylvania and federal obligations is
excluded from net income. An allocable portion of interest expense incurred to carry the obligations is disallowed as a
deduction. Northwest Savings Bank is also subject to taxes in the other states in which it conducts business. These
taxes are apportioned based upon the volume of business conducted in those states as a percentage of the whole.
Because a majority of Northwest Savings Bank s affairs are conducted in, or adjacent to, Pennsylvania, taxes paid to
other states are not material.

The subsidiaries of Northwest Savings Bank are subject to a Pennsylvania corporate net income tax and a capital
stock tax, and are also subject to other applicable taxes in the states where they conduct business.

ITEM 1A. RISK FACTORS

In addition to factors discussed in the description of our business and elsewhere in this report, the following are
factors that could adversely affect our future results of operations and financial condition.

Changes in interest rates could adversely affect our results of operations and financial condition.

While we strive to control the impact of changes in interest rates on our net income, our results of operations and
financial condition could be significantly affected by changes in interest rates. Our results of operations depend
substantially on our net interest income, which is the difference between the interest income we earn on our
interest-earning assets, such as loans and securities, and the interest expense we pay on our interest-bearing liabilities,
such as deposits, borrowings and trust preferred securities. Because it is difficult to perfectly match the maturities and
cash flows from our financial assets and liabilities our net income could be adversely impacted by changes in the level
of interest rates or the slope of the Treasury yield curve.

Changes in interest rates may also affect the average life of loans and mortgage-related securities. Decreases in
interest rates can result in increased prepayments of loans and mortgage-related securities, as borrowers refinance to
reduce their borrowing costs. Under these circumstances, we are subject to reinvestment risk to the extent that we are
unable to reinvest the cash received from such prepayments at rates that are comparable to
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the rates on existing loans and securities. Additionally, increases in interest rates may decrease loan demand and make
it more difficult for borrowers to repay adjustable rate loans. Also, increases in interest rates may extend the life of
fixed rate assets, which would restrict our ability to reinvest in higher yielding alternatives, and may result in
customers withdrawing certificates of deposit early so long as the early withdrawal penalty is less than the interest
they could receive as a result of the higher interest rates.

Changes in interest rates also affect the current fair value of our interest-earning securities portfolio. Generally, the
value of securities moves inversely with changes in interest rates. At December 31, 2009, the fair value of our
investment and mortgage-backed securities portfolio totaled $1.067 billion. Net unrealized gains on these securities
totaled $7.9 million at December 31, 2009.

At December 31, 2009, our interest rate risk analysis indicated that the market value of our equity would decrease
by 7.1% if there was an instantaneous parallel 200 basis point increase in market interest rates. See Item 6.
Management s Discussion and Analysis of Financial Condition and Results of Operations Management of Market Risk.
If the allowance for credit losses is not sufficient to cover actual loan losses, our earnings could decrease.

Our customers may not repay their loans according to the original terms, and the collateral, if any, securing the
payment of these loans may be insufficient to pay any remaining loan balance. We may experience significant loan
losses, which may have a material adverse effect on operating results. We make various assumptions and judgments
about the collectability of the loan portfolio, including the creditworthiness of borrowers and the value of the real
estate and other assets serving as collateral for the repayment of loans. If the assumptions prove to be incorrect, the
allowance for credit losses may not be sufficient to cover losses inherent in our loan portfolio, resulting in additions to
the allowance. Material additions to the allowance would materially decrease net income.

Our emphasis on originating commercial real estate and commercial loans is one of the more significant factors in
evaluating the allowance for loan losses. As we continue to increase the amount of such loans, increased provisions
for loan losses may be necessary which would decrease our earnings.

Bank regulators periodically review our allowance for loan losses and may require an increase to the provision for
loan losses or further loan charge-offs. Any increase in our allowance for loan losses or loan charge-offs as required
by these regulatory authorities may have a material adverse effect on our results of operations or financial condition.
We could record future losses on our securities portfolio.

During the year ended December 31, 2009, we recognized $12.4 million of impairment losses on securities, of
which $6.3 million was recognized as other comprehensive loss in the equity section of our balance sheet, and
$6.1 million was recognized as noninterest expense in our income statement. At December 31, 2009, we held
corporate debt securities and non-government agency collateralized mortgage obligations with unrealized holding
losses of $10.4 million and $2.9 million, respectively.

A number of factors or combinations of factors could require us to conclude in one or more future reporting
periods that an unrealized loss that exists with respect to these securities constitutes an impairment that is other than
temporary, which could result in material losses to us. These factors include, but are not limited to, continued failure
by the issuer to make scheduled interest payments, an increase in the severity of the unrealized loss on a particular
security, an increase in the continuous duration of the unrealized loss without an improvement in value or changes in
market conditions and/or industry or issuer specific factors that would render us unable to forecast a full recovery in
value. In addition, the fair values of securities could decline if the overall economy and the financial condition of
some of the issuers continues to deteriorate and there remains limited liquidity for these securities.

See Item 7 Management s Discussion and Analysis of Financial Condition and Results of Operations Balance Sheet
Analysis Securities for a discussion of our securities portfolio and the unrealized losses related to the portfolio, as well
as the Marketable Securities and Disclosures about Fair Value of Financial Instruments footnotes to the audited
financial statements.
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Our contribution to the charitable foundation may not be tax deductible, which could reduce our profits.

The Internal Revenue Service may not grant tax-exempt status to the charitable foundation. If the contribution is
not deductible, we would not receive any tax benefit from the contribution. The total value of the contribution was
$13.8 million, which resulted in recording an after-tax expense of $8.3 million. In the event that the Internal Revenue
Service does not grant tax-exempt status to the charitable foundation or the contribution to the charitable foundation is
otherwise not tax deductible, we would have to recognize additional after-tax expense of up to $5.5 million.

In addition, even if the contribution is tax deductible, we may not have sufficient taxable income to be able to use
the deduction fully. Under the Internal Revenue Code, a corporate entity is generally permitted to deduct charitable
contributions in an amount of up to 10% of its taxable income (taxable income before the charitable contributions
deduction) in any one year for charitable contributions. Any contribution in excess of the 10% limit may be deducted
for federal income tax purposes over the five years following the year in which the charitable contribution was made.
Accordingly, a charitable contribution by a corporate entity could, if necessary, be deducted for federal income tax
purposes over a six-year period. Our taxable income over this period may not be sufficient to fully use this deduction.
If the deduction is not able to be used we would have to recognize up to $5.5 million of additional after tax expense.
Any future Federal Deposit Insurance Corporation special assessments or increases in insurance premiums will
adversely impact our earnings.

On May 22, 2009, the Federal Deposit Insurance Corporation adopted a final rule levying a five basis point special
assessment on each insured depository institution s assets minus Tier 1 capital as of June 30, 2009. We recorded an
expense of $3.3 million during the quarter ended June 30, 2009, to reflect the special assessment. Any further special
assessments that the Federal Deposit Insurance Corporation levies will be recorded as an expense during the
appropriate period. In addition, the Federal Deposit Insurance Corporation increased the general assessment rate and,
therefore, our Federal Deposit Insurance Corporation general insurance premium expense will increase compared to
prior periods.

On November 12, 2009, the Federal Deposit Insurance Corporation adopted a final rule pursuant to which on
December 30, 2009 all insured depository institutions were required to prepay their estimated assessments for the
fourth quarter of 2009, and for all of 2010, 2011 and 2012. The assessment rate for the fourth quarter of 2009 and for
2010 was based on each institution s total base assessment rate for the third quarter of 2009, modified to assume that
the assessment rate in effect on September 30, 2009 had been in effect for the entire third quarter, and the assessment
rate for 2011 and 2012 would be equal to the modified third quarter assessment rate plus an additional three basis
points. In addition, each institution s base assessment rate for each period was calculated using its third quarter
assessment base, adjusted quarterly for an estimated 5% annual growth rate in the assessment base through the end of
2012. We made a payment of $32.8 million to the Federal Deposit Insurance Corporation on December 30, 2009, and
recorded the payment as a prepaid expense, which will be amortized to expense over three years.

We hold certain intangible assets that could be classified as impaired in the future. If these assets are
considered to be either partially or fully impaired in the future, the book values of these assets would have to be
written-down and the amount of the write-down would decrease earnings.

We are required to test our goodwill and core deposit intangible assets for impairment on a periodic basis. The
impairment testing process considers a variety of factors, including the current market price of our common shares,
the estimated net present value of our assets and liabilities and information concerning the terminal valuation of
similarly situated insured depository institutions. Future impairment testing may result in a partial or full impairment
of the value of our goodwill or core deposit intangible assets, or both. If an impairment determination is made in a
future reporting period, our earnings and the book value of these intangible assets will be reduced by the amount of
the impairment. However, the recording of such an impairment loss would have no impact on the tangible book value
of our shares of common stock or our regulatory capital levels.
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Strong competition may limit growth and profitability.

Competition in the banking and financial services industry is intense. We compete with commercial banks, savings
institutions, mortgage brokerage firms, credit unions, finance companies, mutual funds, insurance companies, and
brokerage and investment banking firms operating locally and elsewhere. Many of these competitors (whether
regional or national institutions) have substantially greater resources and lending limits than we have and may offer
certain services that we do not or cannot provide. Our profitability depends upon our ability to successfully compete in
our market areas.

We operate in a highly regulated environment and may be adversely affected by changes in laws and
regulations.

We are subject to extensive regulation, supervision and examination by the Federal Deposit Insurance Corporation,
the Pennsylvania Department of Banking and the Office of Thrift Supervision. Laws and regulations govern the
activities in which we may engage, primarily for the protection of depositors and the Deposit Insurance Fund at the
Federal Deposit Insurance Corporation. These regulatory authorities have extensive discretion in connection with their
supervisory and enforcement activities, including the ability to impose restrictions on a bank s operations, reclassify
assets, determine the adequacy of a bank s allowance for loan losses and determine the level of deposit insurance
premiums assessed, and capital levels to be maintained. Any change in such regulation and oversight, whether in the
form of regulatory policy, new regulations or legislation or additional deposit insurance premiums could have a
material impact on our operations. Because our business is highly regulated, the laws and applicable regulations are
subject to frequent change. Any new laws, rules and regulations could make compliance more difficult or expensive or
otherwise adversely affect our business, financial condition or prospects.

A legislative proposal has been introduced that would eliminate the Office of Thrift Supervision, Northwest
Bancshares, Inc. s primary federal regulator, which would require Northwest Bancshares, Inc. to become a
bank holding company.

Legislation has been proposed that would implement sweeping changes to the current bank regulatory structure.
The proposal would, among other things, merge the Office of Thrift Supervision into the Office of the Comptroller of
the Currency. As discussed further under Supervision and Regulation Holding Company Regulation, federal law
allows a state savings bank that qualifies as a Qualified Thrift Lender, such as Northwest Savings Bank, to elect to be
treated as a savings association for purposes of the savings and loan holding company provisions of the Home Owners
Loan Act of 1933, as amended. Such election results in the state savings bank s holding company being regulated as a
savings and loan holding company by the Office of Thrift Supervision rather than as a bank holding company
regulated by the Board of Governors of the Federal Reserve System. If the Office of Thrift Supervision is eliminated,
Northwest Bancshares, Inc. would become a bank holding company subject to regulation and supervision under the
Bank Holding Company Act of 1956, and the supervision and regulation of the Board of Governors of the Federal
Reserve System, including holding company regulatory capital requirements to which Northwest Bancshares, Inc. is
not currently subject.

Continued government action in response to the economic downturn may negatively affect our operations.

In response to the severe economic recession, Congress adopted the Emergency Economic Stabilization Act of
2008, under which the U.S. Department of the Treasury has the authority to expend up to $700 billion to assist in
stabilizing and providing liquidity to the U.S. financial system. Although it was originally contemplated that these
funds would be used primarily to purchase troubled assets under the Troubled Asset Relief Program, in October 2008
the U.S. Department of the Treasury announced the Capital Purchase Program, pursuant to which it intended to
purchase up to $250 billion of non-voting senior preferred shares of qualifying financial institutions to encourage
financial institutions to build capital to increase the flow of financing to businesses and consumers and to support the
economy. In addition, Congress temporarily increased Federal Deposit Insurance Corporation deposit insurance from
$100,000 to $250,000 per depositor through December 31, 2013. The Federal Deposit Insurance Corporation also
announced the creation of the Temporary Liquidity Guarantee Program which is intended to strengthen confidence
and encourage liquidity in financial institutions by temporarily guaranteeing newly issued senior unsecured debt of
participating organizations and providing full insurance coverage for noninterest-bearing
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transaction deposit accounts (such as business checking accounts, interest-bearing transaction accounts paying 50
basis points or less and lawyers trust accounts), regardless of dollar amount until June 30, 2010.

The potential exists for additional federal or state laws and regulations regarding lending and funding practices and
liquidity standards, and bank regulatory agencies have responded aggressively in responding to concerns and trends
identified in examinations, and have issued many formal enforcement orders. Current legislative and regulatory
proposals include the following: limiting the size and activities of financial institutions; including regulatory capital
requirements; establishing a new financial services oversight council; establishing greater government powers to
regulate risk across the financial system; and establishing greater standards for and scrutiny of compensation policies
at financial institutions. Actions taken to date, as well as potential actions, may not have the beneficial effects that are
intended. In addition, new laws, regulations, and other regulatory changes may increase our Federal Deposit Insurance
Corporation insurance premiums and may also increase our costs of regulatory compliance and of doing business, and
otherwise adversely affect our operations. New laws, regulations, and other regulatory changes may significantly
affect the markets in which we do business, the markets for and value of our loans and investments, and our ongoing
operations, costs and profitability.

Future legislative or regulatory actions responding to perceived financial and market problems could impair
our ability to foreclose on collateral.

There have been proposals made by members of Congress and others that would reduce the amount distressed
borrowers are otherwise contractually obligated to pay under their mortgage loans and limit an institution s ability to
foreclose on mortgage collateral. Were proposals such as these, or other proposals limiting our rights as a creditor, to
be implemented, we could experience increased credit losses or increased expense in p an extension of time to regain
compliance with the continued listing standards. The Company will be subject to periodic review by the Amex staff
during the extension period. The Company has until March 2005 to regain compliance with the Amex continued
listing standards, subject to the Company's continued progress, as determined by the Amex, in implementing its
proposed compliance plan. The Company's plan, as accepted by the Amex, is not dependent upon the completion of
the proposed transactions. Failure to make progress consistent with the plan or to regain compliance with the
continued listing standards by the end of the extension period could result in the Company being delisted from the
Amex. In such case, we would pursue an alternative trading venue for the Company's securities, although not being
listed on the Amex may make it more difficult for us to raise funds through the sale of our securities. In addition, the
failure to maintain the Amex listing may make it more difficult for an investor to dispose of, or to obtain accurate
quotations with respect to, our common shares and may negatively impact the market price. There can be no
assurances that our shares will not be delisted or that trading will not be suspended again and if so, that trading would
be permitted to resume. ADVERSE DEVELOPMENTS IN PENDING LITIGATION OR REGULATORY
MATTERS. From time to time, we are involved in litigation and regulatory proceedings, including those disclosed in
"Legal Proceedings" of our annual report on Form 10-K and in our other periodic reports filed with the SEC. There
are always significant uncertainties involved in litigation and regulatory proceedings and we cannot guarantee the
result of any action. Regulatory compliance is often complex and subject to variation and unexpected changes,
including changing interpretations and enforcement agendas affecting the regulatory community. We may need to
expend significant financial resources in connection with legal and regulatory procedures and our management may be
required to divert attention from other portions of our business. If, as a result of any proceeding, a judgment is
rendered, decree is entered or administrative action is taken against us or our customers, it may materially and
adversely affect our business, financial condition and results of operations. OUR PROFITABILITY CAN BE
IMPACTED BY OUR MIX OF PRODUCTS AND SERVICES. Given that our selling, general and administrative
costs are largely fixed in terms of dollars, our profitability is dependent upon the amount of gross profit that we are
able to realize. We typically generate higher gross profit margins on pure engineering service jobs than on those jobs
that include a material or installation component. In addition, our gross profit margins also can be negatively impacted
when we utilize subcontractors. Therefore, a shift in mix from engineering services to more construction and
installation type work or an increase in the amount of subcontracting costs could have a negative impact on our
operating results. In addition, certain of the products that we sell have gross profit margins that are considerably lower
than our overall average gross profit margin. A shift in mix which results in a greater percentage of revenues relating
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to these lower margin products would also have a negative impact on our operating results. THE TIMING OF JOBS
CAN IMPACT OUR PROFITABILITY. There are a number of factors, some of which are beyond our control, that
can cause projects to be delayed and thus negatively impact our profitability for the related period. These factors
include the availability of labor, equipment or materials, customer scheduling issues, delays in obtaining required
permits and weather. In addition, when we are working as a subcontractor on a project, our portion of the project can
be delayed as a result of factors relating to other contractors. THE AVAILABILITY AND VALUE OF LARGER
JOBS CAN IMPACT OUR PROFITABILITY. While the majority of our jobs are relatively small, we can have a
number of individual contracts in excess of $1 million in 35 progress at any particular time. These larger contracts
typically generate more gross profit dollars than our average size jobs. Therefore, the absence of larger jobs, which
can result from a number of factors, including market conditions, can have a negative impact on our operating results.
QUALIFICATION REQUIREMENTS AND TERMINATION PROVISIONS RELATING TO GOVERNMENT
JOBS. We derive revenues from contracts with the United States, its agencies and other governmental entities.
Government contracting is subject to competitive bidding processes and there can be no assurance that we will be the
successful bidder for future contracts. Fluctuations in government spending and the amount of government contracts
received also could adversely affect our revenues and profitability. In addition, it is the policy of the United States that
certain small businesses and other concerns have the maximum practicable opportunity to participate in performing
contracts let by any federal agency. To the extent that we do not meet applicable criteria for government jobs, we
could be limited in our ability to participate directly in contracts being let by the United States and other governmental
entities with similar requirements. Certain contracts with governmental entities contain provisions permitting the
governmental entities to terminate the contract for convenience prior to completion of the contract. To the extent that
any of our contracts with a government entity are so terminated, our revenues and profitability could be adversely
impacted. OUR OPERATIONS CAN BE IMPACTED BY INCLEMENT WEATHER. A large portion of our service
work is performed in the field. Therefore, excessive amounts of rain, snow or cold, as well as other unusual weather
conditions, including hurricanes and typhoons, can result in work stoppages. Also, working under inclement weather
conditions can reduce our efficiencies, which can have a negative impact on our profitability. OUR BUSINESS IS
IMPACTED BY CHANGES IN ENERGY PRICES. The products and services we provide to our customers in the
energy markets are, to some extent, deferrable in the event that these customers reduce their capital and discretionary
maintenance expenditures. The level of spending on these types of expenditures can be influenced by oil and gas
prices and industry perceptions of future prices. Our experience indicates that our energy customers react to declining
oil and gas prices by reducing their capital and discretionary maintenance expenditures. This reaction has in the past,
and may in the future, have a negative impact on our business. We are unable to predict future oil and gas prices.
However, we believe that a prolonged period of low energy prices could have a negative impact on our business.
Typically, there is a delay between the time prices decline and when we start to experience a negative impact on our
results of operations. Conversely, there is also a delay between the time energy prices increase and when we start to
experience a positive impact on our results of operations. THE IMPACT OF CHANGING GLOBAL, POLITICAL
AND ECONOMIC CONDITIONS. Changing political and economic conditions regionally or worldwide can
adversely impact our business. Deteriorating political and general economic conditions may result in customers
delaying or canceling contracts and orders for our products and services, difficulties and inefficiencies in the
performance of our services including work stoppages, and difficulties in collecting payment from our customers. As
a result, such conditions can negatively impact our results of operations and our cash flows. Moreover, we have
operations in the Middle East region with revenues totaling $8.5 million for the first nine months of fiscal 2004 and
net assets of approximately $1.2 million at December 31, 2003. These operations can be negatively impacted by
changing economic and political conditions. All of our international operations except Canada and our European
Operations are a part of the Company's net assets held for sale. EXISTING, NEW OR CHANGED REGULATORY
INITIATIVES CAN IMPACT OUR BUSINESS. Corrpro and its customers are subject to federal, state and local
environmental and other laws and regulations. These 36 laws and regulations affect our operations by imposing
standards for the protection of health, welfare and the environment. Such laws and regulations, and applicable
interpretations thereof, could expose us to liability for acts which are or were in compliance at the time such acts were
performed. We cannot predict whether future legislative or regulatory developments may occur which would have an
adverse effect on Corrpro. These risks must be considered by any investor or potential investor in the Company. C.
CRITICAL ACCOUNTING POLICIES The Company's consolidated financial statements have been prepared in
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accordance with accounting principles generally accepted in the United States. As such, some accounting policies
have a significant impact on amounts reported in these financial statements. A summary of those significant
accounting policies can be found in the Company's fiscal 2003 Annual Report on Form 10-K, filed on June 30, 2003,
in the Note 1 - Summary of Significant Accounting Policies, Notes to Consolidated Financial Statements, and under
the caption "Significant Accounting Policies" within Management's Discussion and Analysis of Financial Condition
and Results of Operations. In particular, judgment is used in areas such as revenue recognition for construction and
engineering contracts, determining the allowance for uncollectible accounts, asset impairment and deferred tax assets.
37 D. RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS In January 2003, the FASB issued FIN 46,
"Consolidation of Variable Interest Entities, an Interpretation of ARB No. 51." This Interpretation addresses the
consolidation by business enterprises of various interest entities as defined in the Interpretation. The provisions of FIN
46 are effective on February 1, 2003 for all variable interest entities created after January 31, 2003. For all variable
interest entities created prior to February 1, 2003 the provisions of this statement are effective for periods ending after
December 31, 2003. The Company does not expect the adoption of this Interpretation to have a material impact on its
results of operations or financial position. In December 2003, the FASB revised SFAS No. 132 "Employers'
Disclosures about Pensions and Other Post Retirement Benefits." This revision requires additional disclosures to those
in the original SFAS No. 132 about assets, obligations, cash flows and the periodic benefit cost of deferred benefit
pension plans and other deferred benefit post-retirement plans. The required information should be provided
separately for pension plans and for other post-retirement benefit plans. This statement revision is effective for the
fiscal years ended after December 14, 2003 and interim periods beginning after December 15, 2003. The adoption of
this revision is not expected to have a material impact on our results of operation, financial position or disclosures. In
December 2003, the SEC issued SAB No. 104, "Revenue Recognition", which supercedes SAB 101, "Revenue
Recognition in Financial Statements." This SAB revises or rescinds portions of the interpretive guidance included in
Topic 13 of the codification of Staff Accounting Bulletins in order to make this interpretive guidance consistent with
current authoritative accounting guidance and SEC rules and regulations. The principal revisions relate to the
rescission of interpretive material no longer necessary because of developments outside of the SEC within accounting
principles generally accepted in the United States of America, and the incorporation of certain sections of the SEC's
document entitled "Revenue Recognition in Financial Statements - Frequently Asked Questions and Answers" into
Topic 13. The adoption of SAB No. 104 did not have a material effect on the Company's consolidated financial
statements or its existing revenue recognition policies. 38 ITEM 3. QUANTITATIVE AND QUALITATIVE
DISCLOSURES ABOUT MARKET RISK MARKET RISK DISCLOSURES In the normal course of business, our
operations are exposed to continuing fluctuations in foreign currency values and interest rates that can affect the cost
of operating and financing our business. INTEREST RATE RISK Our primary interest rate risk exposure results from
our variable interest rate Revolving Credit Facility, Senior Notes and various smaller lines of credit that we maintain
with foreign banks. If interest rates were to increase 200 basis points (2%) from the rates at December 31, 2003 rates,
and assuming no changes in debt from the December 31, 2003 levels, the additional annual expense would be
approximately $1.0 million on a pre-tax basis. FOREIGN OPERATIONS AND FOREIGN CURRENCY
EXCHANGE RISK Our foreign subsidiaries generally conduct business in local currencies, creating foreign exchange
risk. During the first nine months of fiscal 2004, the Company recorded a favorable foreign currency translation
adjustment of $1.6 million related to net assets located outside the United States. This foreign currency translation
adjustment resulted primarily from the weakening of the United States Dollar in relation to the Canadian Dollar and
the British Pound. We do not enter into derivatives to hedge foreign currency exchange risk. Our foreign operations
are also subject to other customary risks of operating in a global environment, such as unstable political situations, the
effect of local laws and taxes, tariff increases and regulations and requirements for export licenses, the potential
imposition of trade or foreign exchange restrictions and transportation delays. 39 ITEM 4. CONTROLS AND
PROCEDURES (b) Evaluation of Disclosure Controls and Procedures. The Company's Chief Executive Officer and
Chief Financial Officer (the "Senior Officers"), with the participation of other members of the Company's
management, have evaluated the effectiveness of the Company's disclosure controls and procedures as of December
31, 2003. Based on that evaluation, the Senior Officers have concluded that, as of December 31, 2003, the Company's
disclosure controls and procedures are effective in ensuring that information required to be disclosed by the Company
is recorded, processed, summarized and reported within the time periods specified in the SEC's rules and forms. There
were no changes in internal controls that occurred during the Company's most recent fiscal quarter that have
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materially affected, or are reasonably likely to affect, the Company's internal controls. 40 PART II. OTHER
INFORMATION ITEM 1. LEGAL PROCEEDINGS On July 25, 2002, a summons and complaint was issued from
the Circuit Court for the County of Ingham, Michigan. The action was commenced by Blogett Oil Company, Inc. and
other owners and operators of underground storage tanks systems on behalf of themselves and others similarly
situated. The complaint relates to Michigan Department of Environmental Quality ("MDEQ") regulatory proceeding
previously described in Company reports filed with the SEC. The complaint named both the Company and MDEQ. In
the complaint, the plaintiffs sought an unspecified amount of damages in excess of $25,000 from Corrpro. The
plaintiffs also seek injunctive relief prohibiting the MDEQ from declaring that underground storage tanks upgraded by
the Company do not meet the current requirement for corrosion protection set forth by law. In October 2003, the
Company and a steering committee representing the class of plaintiffs reached an agreement, subject to court
approval, pursuant to which the class of plaintiffs would agree to settle all outstanding matters between the class and
the Company and to dismiss the case as to the Company with prejudice. On October 29, 2003, the Circuit Court for
the County of Ingham, Michigan approved the settlement and dismissed with prejudice the litigation as to the
Company. The settlement amount itself was funded pursuant to applicable policies of insurance maintained by the
Company. During fiscal 2001, the Company discovered that a former employee used an incorrect assessment standard
in connection with the evaluation of whether certain underground storage tanks located at as many as 67 sites were
eligible for upgrade using cathodic protection. Such evaluations were done using one of the approved assessment
methodologies. The tanks at these sites, which are located in five states, were subsequently upgraded using cathodic
protection, which arrests corrosion. These tanks are also subject to ongoing leak detection requirements. Based on the
Company's review of available information and governmental records, the Company believes that there have not been
any releases from the affected tanks as a result of the actions of the former employee. The Company has contacted,
and in October and November 2000 met with, officials from the Environmental Protection Agency ("EPA") and
officials from the corresponding environmental protection agencies of the five states involved to discuss this matter. It
is the Company's understanding that none of the states nor the EPA intend to take any enforcement action as a result
of the use of the inaccurate standard by the former employee. The Company is currently working with the states and
the EPA to develop and implement field investigation procedures to assess the current status of the affected sites. The
Company has completed field investigation procedures in one of the states in which affected sites are located. The
Company has been informed by one of the other states that, based on continuing monitoring and leak detection
procedures already required to be performed by site owners and operators, no additional field work procedures will be
required. The Company has commenced agreed upon fieldwork procedures in a third state. There are no currently
outstanding claims or demands that have been asserted by any of the affected owners and operators. Based on
currently available information, including the Company's experience in the fieldwork conducted to date, the Company
does not believe that it is reasonably possible that the cost of field investigation procedures for this matter will have a
material effect on the future operations, financial position or cash flows of the Company. The Company has been
involved in a class action lawsuit and was the subject of an SEC enforcement proceeding arising out of accounting
irregularities involving internal misconduct in its Australian subsidiary. These proceedings are described in more
detail below. 41 At least as early as October 2000, the then managing director and the financial controller of Corrpro
Australia Ptd., Ltd., a subsidiary of the Company, were involved in knowingly misstating the financial results reported
by the Australian subsidiary to corporate management of the Company to improve the reported results of the
Australian business. Such individuals are no longer employed by the Company or its subsidiaries and are defendants
in a complaint for permanent injunction and other equitable relief filed by the SEC in the United States District Court
for the Northern District of Ohio. The former Australian employees are also subject to an investigation and other
proceedings commenced through the Australian Securities and Investments Commission. The irregularities included
erroneous journal entries to the Australian subsidiary's general ledger that increased profit and net assets. Among other
things, the former Australian employees falsified invoices and credit notes and made erroneous entries to subledgers
including accounts payable, accounts receivable, cost of goods sold and inventory. The former Australian employees
further recorded fictitious invoices in the former Australian subsidiary's computerized accounting records, falsified
credit notes from suppliers, and created two different versions of the accounts receivable subledger. The former
Australian employees took steps to fabricate documents to be reviewed by the Company's independent auditors.
Company management discovered the accounting irregularities at the Australian subsidiary in early calendar 2002 and
upon discovery immediately began an internal investigation, conducted under the direction of the Audit Committee of
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its Board of Directors. The Australian Securities and Investments Commission has commenced an independent
investigation of the accounting irregularities. Corrpro voluntarily disclosed this matter to the SEC, which commenced
a formal investigation. Corrpro has cooperated with both commissions. As a result of its discovery of the
irregularities, the Company, by means of its Form 10-K/A for the fiscal year ended March 31, 2002 filed with the SEC
on August 9, 2002, restated its previously issued audited financial statements for the fiscal year ended March 31,
2001. The effect of the Company's revisions was to increase the Company's loss and basic and diluted loss per share,
respectively, from $4.7 million and $0.61 to $8.3 million and $1.07 for the fiscal year ended March 31, 2001.
Consolidated stockholders' equity as of March 31, 2001 decreased by approximately $3.8 million from amounts
previously reported. Unaudited quarterly financial information for the first three quarters of the fiscal year ended
March 31, 2002 and all four quarters of its fiscal year ended March 31, 2001, were also restated by means of such
filing. Information concerning the restated amounts applicable to each of the foregoing quarters is contained in Note
12, Restated Quarterly Financial Information (Unaudited), Notes to Consolidated Financial Statements included in
Item 8 of the Company's Form 10-K/A for the fiscal year ended March 31, 2002 filed with the SEC on August 9,
2002. Class Action Lawsuit. The Company is a defendant in a purported class action suit filed on June 24, 2002, in the
United States District Court, Northern District of Ohio, Eastern Division. The complaint also names certain former
and current officers and directors of the Company as defendants. The lawsuit arises out of the accounting irregularities
discovered in the Company's Australian subsidiary. The complaint was purportedly filed on behalf of all persons who
purchased Corrpro Common Shares during the period April 1, 2000 through March 20, 2002 and alleges violations of
anti-fraud provisions of the federal securities laws resulting in artificially inflated prices of the Company's Common
Shares during the class period. The complaint seeks unspecified compensatory damages, fees and expenses on behalf
of the putative class. 42 On or about May 27, 2003, the District Court granted, with prejudice, the defendants' motions
to dismiss the amended and consolidated class action complaint. On June 24, 2003, the plaintiffs filed a notice of
appeal to the United States Circuit Court of Appeals for the 6th Circuit from the order of dismissal. The Company is
unable at this time to make a determination as to whether a material adverse outcome is reasonably possible and
whether an adverse outcome would have a materially adverse affect on its operations or financial condition. SEC
Enforcement Proceeding. In connection with its investigation of the Australian accounting irregularities, on January
20, 2004, the SEC filed an injunctive action in the United States District Court for the Northern District of Ohio
Eastern Division against the Company. The complaint alleges that the Company had inadequate internal controls
during its fiscal year 2001 and the first three quarters of 2002. The complaint alleges that the Company engaged in
reporting, record keeping and internal control violations. The complaint further alleges that the Company discovered
the fraud through its own investigation, but that the Company failed to discover the falsification of the Company's
Australia statements until February 2002 due to inadequate internal controls. Finally, the complaint alleges that
following its discovery of the fraud in its Australian subsidiary, the Company undertook remedial measures to
strengthen its financial reporting policies and internal control structure. The complaint alleges that, as a result of the
foregoing, the Company violated Section 13(a) of the Securities Exchange Act of 1934 (Exchange Act) and Rules
12b-20, 13a-1 and 13a-13 thereunder, by filing financial statements that contained false financial data. The complaint
also alleges that the Company violated Section 13(b)(2)(A) and 13(b)(2)(B) of the Exchange Act, by failing to devise
and maintain an adequate system of internal accounting controls. Simultaneously with the filing of the complaint, the
Company consented to the entry of a final judgment that permanently enjoins it from further violations of the
provisions of the federal securities laws described above. The Company also agreed to the imposition of certain
undertakings during its fiscal years ending March 2004, 2005 and 2006, designed to ensure its compliance with the
federal securities laws. In determining to accept the Company's settlement offer, in which the Company neither
admitted or denied the allegations of the complaint (other than as to personal and subject matter jurisdiction), the SEC
considered that the Company undertook remedial actions and substantial cooperation with the SEC staff. On January
27, 2004, the Company's offer of settlement was approved by the court and final judgment was entered. In January
2003, the Company received a Consolidated Compliance Order and Notice of Potential Penalty from the Louisiana
Department of Environmental Quality pursuant to which the department alleges that the Company's foundry
operations failed to submit required storm water monitoring information as required by law. The alleged failure relates
to periods subsequent to the cessation of the Company's foundry operations. The Company has appealed the matter
and the department has agreed to engage an informal resolution of the matter. Based on current available information,
the Company does not believe that it is reasonably possible that this matter will have a material effect on the future
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operations, financial position or cash flows of the Company. The Company is subject to other legal proceedings and
claims which arise in the ordinary course of business. 43 ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K A.
For identification of the exhibits attached hereto, see the Exhibit Index following the signature page of this Form
10-Q. B. Reports on Form 8-K 1. On November 4, 2003, the Registrant filed a Report on Form 8-K, reporting under
Items 9 thereof the announcement that it had entered into a non-binding letter of intent with an undisclosed investment
firm. 2. On November 21, 2003, the Registrant filed a Report on Form 8-K, reporting under Items 7 and 12 thereof of
the announcement of the operating and financial results for the fiscal quarter ended September 30, 2003 and the
entering into of extension and forbearance agreements extending the maturities of its senior debt obligations through
January 31, 2004. 3. On December 22, 2003, the Registrant filed a Report on Form 8-K, reporting under Items 5 and 7
thereof that it had entered into a definitive Securities Purchase Agreement with an affiliate of Wingate Partners III,
L.P., dated as of December 15, 2003, providing for the recapitalization and refinancing of the registrant, subject to the
fulfillment of closing conditions, including approval of the shareholders of the registrant. 44 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. CORRPRO COMPANIES, INC. (Registrant) Date: February

20, 2004 /s/ Joseph W. Rog Joseph W. Rog Chairman of the Board, President and Chief
Executive Officer /s/ Robert M. Mayer Robert M. Mayer Senior Vice President, Chief
Financial Officer 45 EXHIBIT INDEX Exhibit No. Exhibit --- ------- 31.1 Rule 13a-14(a) Certification Chief

Executive Officer 31.2 Rule 13a-14(a) Certification Chief Financial Officer 32.1 Section 1350 Certification Chief
Executive Officer 32.2 Section 1350 Certification Chief Financial Officer 46
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