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OF 1934
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or

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
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For the transition period from to
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(808) 544-0500
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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
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required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes y No o
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any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
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filer. See definition of “accelerated filer and large accelerated filer” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer x Accelerated filer o Non-accelerated filer o Smaller reporting company o

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

The number of shares outstanding of registrant’s common stock, no par value, on November 4, 2016 was 30,830,598
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PART 1. FINANCIAL INFORMATION
Forward-Looking Statements

This document may contain forward-looking statements concerning projections of revenues, income/loss,
earnings/loss per share, capital expenditures, dividends, capital structure, net interest margin or other financial items,
concerning plans and objectives of management for future operations, concerning future economic performance, or
concerning any of the assumptions underlying or relating to any of the foregoing. Forward-looking statements can be
identified by the fact that they do not relate strictly to historical or current facts, and may include the words “believes,”
“plans,” “intends,” “expects,” “anticipates,” “forecasts,” “hopes,” “should,” “estimates” or words of similar meaning. While w
that our forward-looking statements and the assumptions underlying them are reasonably based, such statements and
assumptions are by their nature subject to risks and uncertainties, and thus could later prove to be inaccurate or
incorrect. Accordingly, actual results could materially differ from projections for a variety of reasons, to include, but
not be limited to: adverse changes in the financial performance and/or condition of our borrowers and, as a result,
increased loan delinquency rates, deterioration in asset quality, and losses in our loan portfolio; the impact of local,
national, and international economies and events (including natural disasters such as wildfires, tsunamis, storms and
earthquakes) on the Company’s business and operations and on tourism, the military, and other major industries
operating within the Hawaii market and any other markets in which the Company does business; deterioration or
malaise in domestic economic conditions, including any further destabilization in the financial industry and
deterioration of the real estate market, as well as the impact of declining levels of consumer and business confidence
in the state of the economy in general and in financial institutions in particular; changes in estimates of future reserve
requirements based upon the periodic review thereof under relevant regulatory and accounting requirements; the
impact of the Dodd-Frank Wall Street Reform and Consumer Protection Act, changes in capital standards, other
regulatory reform, including but not limited to regulations promulgated by the Consumer Financial Protection Bureau,
government-sponsored enterprise reform, and any related rules and regulations on our business operations and
competitiveness; the costs and effects of legal and regulatory developments, including the resolution of legal
proceedings or regulatory or other governmental inquiries and the results of regulatory examinations or reviews;
ability to successfully implement our initiatives to lower our efficiency ratio; the effects of and changes in trade,
monetary and fiscal policies and laws, including the interest rate policies of the Board of Governors of the Federal
Reserve System; inflation, interest rate, securities market and monetary fluctuations; negative trends in our market
capitalization and adverse changes in the price of the Company’s common stock; political instability; acts of war or
terrorism; changes in consumer spending, borrowings and savings habits; failure to maintain effective internal control
over financial reporting or disclosure controls and procedures; technological changes; changes in the competitive
environment among financial holding companies and other financial service providers; the effect of changes in
accounting policies and practices, as may be adopted by the regulatory agencies, as well as the Public Company
Accounting Oversight Board, the Financial Accounting Standards Board and other accounting standard setters; our
ability to attract and retain key personnel; changes in our organization, compensation and benefit plans; and our
success at managing the risks involved in the foregoing items. For further information on factors that could cause
actual results to materially differ from projections, please see the Company’s publicly available Securities and
Exchange Commission filings, including the Company’s Form 10-K for the last fiscal year and, in particular, the
discussion of “Risk Factors” set forth therein. The Company does not update any of its forward-looking statements
except as required by law.
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CENTRAL PACIFIC FINANCIAL CORP. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS (Unaudited)
September December

(dollars in thousands) 30, 31,

2016 2015
Assets
Cash and due from banks $79,647 $71,797
Interest-bearing deposits in other banks 23,727 8,397
Investment securities:
Available-for-sale, at fair value 1,262,224 1,272,255

Held-to-maturity, at amortized cost; fair value of: $230,529 at September 30, 2016 and

$244,136 at December 31, 2015 226,573 247917

Total investment securities 1,488,797 1,520,172
Loans held for sale 12,755 14,109
Loans and leases 3,439,654 3,211,532
Allowance for loan and lease losses (59,384 ) (63,314 )
Net loans and leases 3,380,270 3,148,218
Premises and equipment, net 48,242 49,161
Accrued interest receivable 14,554 14,898
Investment in unconsolidated subsidiaries 7,011 6,157
Other real estate owned 791 1,962
Mortgage servicing rights 15,638 17,797
Core deposit premium 5,349 7,355
Bank-owned life insurance 155,233 153,967
Federal Home Loan Bank stock 12,173 8,606
Other assets 75,760 108,692
Total Assets $5,319,947 $5,131,288
Liabilities

Deposits:

Noninterest-bearing demand $1,194,557 $1,145,244
Interest-bearing demand 849,128 824,895
Savings and money market 1,379,484 1,399,093
Time 1,095,409 1,064,207
Total deposits 4,518,578 4,433,439
Short-term borrowings 150,000 69,000
Long-term debt 92,785 92,785
Other liabilities 39,092 41,425
Total Liabilities 4,800,455 4,636,649
Equity

Preferred stock, no par value, authorized 1,000,000 shares; issued and outstanding: none at
September 30, 2016 and December 31, 2015

Common stock, no par value, authorized 185,000,000 shares; issued and outstanding:
30,930,598 at September 30, 2016 and 31,361,452 at December 31, 2015

534,856 548,878
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Surplus 84,207 82,847
Accumulated deficit (116,225 ) (137,314 )
Accumulated other comprehensive income 16,628 203

Total Shareholders' Equity 519,466 494,614
Non-controlling interest 26 25

Total Equity 519,492 494,639
Total Liabilities and Equity $5,319,947 $5,131,288

See accompanying notes to consolidated financial statements.
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CENTRAL PACIFIC FINANCIAL CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME (Unaudited)
Three Months Ended Nine Months Ended

September 30, September 30,
(dollars in thousands, except per share data) 2016 2015 2016 2015
Interest income:
Interest and fees on loans and leases $33,384 $30,148 $98,055 $88,322
Interest and dividends on investment securities:
Taxable interest 7,296 8,260 23,645 24,687
Tax-exempt interest 995 1,008 2,986 3,016
Dividends 10 9 30 26
Interest on deposits in other banks 17 6 45 28
Dividends on Federal Home Loan Bank stock 63 11 123 40
Total interest income 41,765 39,442 124,884 116,119
Interest expense:
Interest on deposits:
Demand 126 104 360 298
Savings and money market 254 230 786 678
Time 1,044 568 2,899 1,665
Interest on short-term borrowings 160 73 387 195
Interest on long-term debt 755 662 2,206 1,949
Total interest expense 2,339 1,637 6,638 4,785
Net interest income 39,426 37,805 118,246 111,334
Provision (credit) for loan and lease losses (743 ) (3,647 ) (2,872 ) (13,713 )

Net interest income after credit for loan and lease losses 40,169 41,452 121,118 125,047
Other operating income:

Service charges on deposit accounts 1,954 1,947 5,826 5,830
Loan servicing fees 1,357 1,407 4,081 4,257
Other service charges and fees 2,821 2,803 8,616 8,689
Income from fiduciary activities 880 854 2,577 2,518
Equity in earnings of unconsolidated subsidiaries 182 165 456 490
Fees on foreign exchange 129 126 403 352
Investment securities gains (losses) — — — (1,866 )
Income from bank-owned life insurance 555 434 2,412 1,569
Loan placement fees 140 202 319 574
Net gain on sales of residential mortgage loans 2,212 1,551 5,523 4,775
Net gain on sales of foreclosed assets 57 252 606 379
Other 688 88 2,013 1,576
Total other operating income 10,975 9,829 32,832 29,143
Other operating expense:

Salaries and employee benefits 17,459 17,193 52,246 49,534
Net occupancy 3,588 3,547 10,459 10,451
Equipment 852 775 2,432 2,617
Amortization of other intangible assets 1,690 1,683 6,291 5,347
Communication expense 948 895 2,826 2,661
Legal and professional services 1,699 1,808 5,035 5,669
Computer software expense 2,217 2,286 7,143 6,764
Advertising expense 772 502 1,839 1,586

Foreclosed asset expense 72 3 136 332
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Other

Total other operating expense
Income before income taxes
Income tax expense

Net income

Per common share data:

Basic earnings per common share
Diluted earnings per common share
Cash dividends declared

Shares used in computation:
Basic shares

Diluted shares

3,989 3,483 11,969 13,690
33,286 32,175 100,376 98,651
17,858 19,106 53,574 55,539
6,392 6,900 18,790 20,603
$11,466 $12,206 $34,784 $34,936

$0.37 $0.39 $1.12 $1.07
$0.37 $0.38 $1.11 $1.06
$0.16 $0.12 $0.44 $0.36

30,943,7561,330,964 31,088,72%2,548,479
31,142,1281,749,880 31,277,4032,932,347

See accompanying notes to consolidated financial statements.
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CENTRAL PACIFIC FINANCIAL CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (Unaudited)

(dollars in thousands)

Net income

Other comprehensive income (loss), net of tax:

Net change in unrealized gain (loss) on investment securities
Minimum pension liability adjustment

Total other comprehensive income (loss), net of tax
Comprehensive income

See accompanying notes to consolidated financial statements.

Three Months Nine Months
Ended Ended

September 30, September 30,
2016 2015 2016 2015
$11,466 $12,206 $34,784 $34,936

(2,042 ) 7,563 15,677 3,102
249 259 748 775
(1,793 ) 7,822 16,425 3,877
$9,673  $20,028 $51,209 $38,813
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CENTRAL PACIFIC FINANCIAL CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (Unaudited)

Common AccumulatedNon_
Preferrf€dmmon Accumulated Other )
Shares Surplus .. .Controllifigtal
. Stock Stock Deficit Comprehensq/e
Outstanding nterest
Income

(Dollars in thousands, except per share data)
Balance at December 31, 201531,361,452 $ —$548,878 $82,847 $(137,314 ) $ 203 $ 25 $494,639
Net income — — — — 34,784 — — 34,784
Other comprehensive income — — — — — 16,425 — 16,425
Cash dividends ($0.44 per - o (13.695 ) — o (13.695 )
share)
22,800 net shares of common
stock sold by directors’ — — (537 ) — — — — (537 )
deferred compensation plan
636,922 shares of common
stock repurchased and other (636,922 ) — (14,084 ) — — — — (14,084 )
related costs
Share-based compensation 206,068 — 599 1,360 — — — 1,959
Non-controlling interest — — — — — — 1 1

Balance at September 30, 5 g3 508§ _$534.856 $84.207 $(116.225 ) $ 16628  $ 26 $519.492

2016
Balance at December 31, 201435,233,674 $ —$642,205 $79,716 $(157,039 ) $ 3,159 $ —  $568,041
Net income — — — — 34,936 — — 34,936
Other comprehensive income — — — — — 3,877 — 3,877
Cash dividends ($0.36 per
share) —_ - — (11,718 ) — — (11,718 )
8,159 net shares of common
stock sold by directors’ — — (154 ) — — — — (154 )
deferred compensation plan
4,122,881 shares of common
stock repurchased and other (4,122,881 ) — (93,533 ) — — — — (93,533 )
related costs
Share-based compensation 219,851 — — 1,812 — — — 1,812
Non-controlling interest — — — — — — — —
Balance at September 30,

31,330,644 $ —$548,518 $81,528 $(133,821 ) $ 7,036 $ — $503,261

2015

See accompanying notes to consolidated financial statements.
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CENTRAL PACIFIC FINANCIAL CORP. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Provision (credit) for loan and lease losses

Depreciation and amortization

Write down of other real estate, net of gain on sale

Amortization of other intangible assets

Net amortization of investment securities

Share-based compensation

Net loss on investment securities

Net gain on sales of residential loans

Proceeds from sales of loans held for sale

Originations of loans held for sale

Equity in earnings of unconsolidated subsidiaries

Net increase in cash surrender value of bank-owned life insurance

Deferred income taxes

Net change in other assets and liabilities

Net cash provided by operating activities

Cash flows from investing activities:

Proceeds from maturities of and calls on investment securities available for sale
Proceeds from sales of investment securities available for sale

Purchases of investment securities available for sale

Proceeds from maturities of and calls on investment securities held to maturity
Purchases of investment securities held to maturity

Net loan originations

Purchases of loan portfolios

Proceeds from sales of loans originated for investment
Proceeds from sale of other real estate

Proceeds from bank-owned life insurance

Purchases of premises and equipment

Net return of capital from unconsolidated subsidiaries
Contributions to unconsolidated subsidiaries

Net (purchases) proceeds from redemption of FHLB stock
Net cash used in investing activities

Cash flows from financing activities:

Net increase in deposits

Net increase in short-term borrowings

Cash dividends paid on common stock

Repurchases of common stock and other related costs

Net proceeds from issuance of common stock and stock option exercises
Net cash provided by financing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of period

Nine Months Ended
September 30,

2016 2015
(Dollars in thousands)

$34,784  $34,936

2,872 ) (13,713 )

4,493 4,406
(251 ) 26

6,291 5,347
9,326 7,418
1,360 1,812
— 1,866

(5,523 ) 4775 )
315,348 304,351
(308,471 ) (299,679)
(456 ) 490 )
2,772 ) (1,889 )
18,790 19,045
(1,035 ) 3,235
69,012 61,896

140,258 125,688
— 117,496
(112,870 ) (290,019)
22,335 19,950
(1,644 ) (37,043 )
(152,906 ) (122,479)
(77,702 ) (52,806 )

— 6,658
2,850 6,687
1,506 723
(3,574 ) (3,014 )
528 424

S ) —

(3,567 ) 31,884
(184,791 ) (195,851)

85,139 120,203
81,000 117,000
(13,695 ) (11,718 )
(14,084 ) (93,533 )
599 —
138,959 131,952
23,180 (2,003 )
80,194 86,007

11
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Cash and cash equivalents at end of period

Supplemental disclosure of cash flow information:

Cash paid during the period for:

Interest

Income taxes

Cash received during the period for:

Income taxes

Supplemental disclosure of non-cash investing and financing activities:
Net change in common stock held by directors’ deferred compensation plan
Net reclassification of loans to other real estate

Net transfer of loans to loans held for sale

See accompanying notes to consolidated financial statements.

$103,374 $84,004

$6,261 $4,841

— 1,280
1,605 —
537 154
1,428 5,679
— 6,658

12
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CENTRAL PACIFIC FINANCIAL CORP. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying unaudited consolidated financial statements of Central Pacific Financial Corp. and Subsidiaries

(herein referred to as the “Company,” “we,” “us” or “our”’) have been prepared in accordance with U.S. generally accepted
accounting principles (“GAAP”) for interim financial information and with the instructions to Form 10-Q and

Rule 10-01 of Regulation S-X. Accordingly, certain information and footnote disclosures normally included in

financial statements prepared in accordance with GAAP have been condensed or omitted pursuant to such rules and

regulations.

These interim condensed consolidated financial statements and notes should be read in conjunction with the
Company’s consolidated financial statements and notes thereto filed on Form 10-K for the fiscal year ended
December 31, 2015. In the opinion of management, all adjustments necessary for a fair presentation have been made
and include all normal recurring adjustments. Interim results of operations are not necessarily indicative of results to
be expected for the year.

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its majority-owned subsidiaries. All
significant intercompany accounts and transactions have been eliminated in consolidation.

In December 2015, we acquired a 50% ownership interest in a mortgage loan origination and brokerage company,

One Hawaii HomeLoans, LLC. The bank concluded that the investment meets the consolidation requirements under
Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) 810, "Consolidation." The
bank concluded that the entity meets the definition of a variable interest entity and that we are the primary beneficiary

of the variable interest entity. Accordingly, the investment has been consolidated into our financial statements as of
September 30, 2016.

We have 50% ownership interests in four other mortgage loan origination and brokerage companies which are
accounted for using the equity method and are included in investment in unconsolidated subsidiaries: Pacific Access
Mortgage, LLC, Gentry HomeLoans, LLC, Haseko HomeLoans, LLC and Island Pacific HomeLoans, LLC.

2. RECENT ACCOUNTING PRONOUNCEMENTS

In June 2014, the FASB issued ASU 2014-12, “Accounting for Share-Based Payments When the Terms of an Award
Provide That a Performance Target Could Be Achieved after the Requisite Service Period.” ASU 2014-12 requires that
a performance target that affects vesting and that could be achieved after the requisite service period be treated as a
performance condition. As of September 30, 2016, the Company did not have any share-based payment awards that
included performance targets that could be achieved after the requisite service period. As such, the adoption of ASU
2014-12 on January 1, 2016 did not have a material impact on our consolidated financial statements.

In February 2015, the FASB issued ASU 2015-02, “Amendments to the Consolidation Analysis.” ASU 2015-02 changes
the analysis that a reporting entity must perform to determine whether it should consolidate certain types of legal
entities. Specifically, the amendments: 1) modify the evaluation of whether limited partnerships and similar legal

13
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entities are variable interest entities (“VIEs”) or voting interest entities; 2) eliminate the presumption that a general
partner should consolidate a limited partnership; 3) affect the consolidation analysis of reporting entities that are
involved with VIEs, particularly those that have fee arrangements and related party relationships; 4) provide a scope
exception from consolidation guidance for reporting entities with interests in legal entities that are required to comply
with or operate in accordance with requirements that are similar to those in Rule 2a-7 of the Investment Company Act
of 1940 for registered money market funds. All legal entities are subject to reevaluation under the revised
consolidation model. The adoption of ASU 2015-02 on January 1, 2016 did not have a material impact on our
consolidated financial statements.

In August 2016, the FASB issued ASU 2016-15, “Classification of Certain Cash Receipts and Cash Payments (Topic
230)." ASU 2016-15 provides guidance on eight statement of cash flow classification issues and is intended to reduce
the current and future diversity in practice described in the amendments. Current GAAP is either unclear or does not
include specific guidance on the eight statement of cash flow classification issues included in ASU 2016-15. ASU
2016-15 is effective for the Company's reporting period beginning January 1, 2018. Early adoption is permitted,
provided that all of the amendments are adopted in the

9
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same period. The amendments in ASU 2016-15 should be applied using a retrospective transition method to each
period presented. If it is impracticable to apply the amendments retrospectively for some of the issues, the
amendments for those issues would be applied prospectively as of the earliest date practicable. As ASU 2016-15 only
impacts classification within the statement of cash flows, we do not expect the adoption of this guidance to have a
material impact on our consolidated financial statements.

3. INVESTMENT SECURITIES

A summary of held-to-maturity and available-for-sale investment securities are as follows:

(dollars in thousands)

September 30, 2016
Held-to-Maturity:
Mortgage-backed securities:

Residential - U.S. Government-sponsored entities
Commercial - U.S. Government-sponsored entities

Total

Available-for-Sale:

Debt securities:

States and political subdivisions
Corporate securities
Mortgage-backed securities:

Residential - U.S. Government-sponsored entities

Residential - Non-government agencies
Commercial - Non-government agencies
Other

Total

(dollars in thousands)

December 31, 2015
Held-to-Maturity:
Mortgage-backed securities:

Residential - U.S. Government-sponsored entities
Commercial - U.S. Government-sponsored entities

Total

Available-for-Sale:

Debt securities:

States and political subdivisions
Corporate securities
Mortgage-backed securities:

Residential - U.S. Government-sponsored entities

Residential - Non-government agencies
Commercial - Non-government agencies

) Gross
Amortized

Gross Estimated

Unrealized Unrealized Fair

Cost .
Gains

$132,470  $890
94,103 3,068
$226,573  $3,958

$185,504 $6,300
107,011 2,609

747,636 11,881
55,480 2,142
135,296 7,933
692 92
$1,231,619 $ 30,957

. Gross
Amortized

Losses Value

$ @2 ) $133,358
— 97,171
$ @2 ) $230,529

$ 26 ) $191,778
(12 ) 109,608

(314 ) 759,203
— 57,622

— 143,229
— 784

$ (352 ) $1,262,224

Gross Estimated

Unrealized Unrealized Fair

Cost .
Gains

$152,315 $123
95,602 —
$247917 $123

$187,552  $3,819
107,721 1,077

771,657 5,885
64,286 733
135,439 2,033

Losses Value

$(2915 ) $149,523
(989 ) 94,613
$(3,904 ) $244,136

$(898 ) $190,473
(227 ) 108,571

(5,633 ) 771,909
(987 ) 64,032
(1,118 ) 136,354

15
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Total
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848 68 — 916
$1,267,503 $ 13,615 $(8,863 ) $1,272,255
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The amortized cost and estimated fair value of investment securities at September 30, 2016 by contractual maturity
are shown below. Expected maturities will differ from contractual maturities because issuers may have the right to call
or prepay obligations with or without call or prepayment penalties.

September 30, 2016

. Amortized Estimated Fair
(dollars in thousands) Cost Value
Held-to-Maturity:
Mortgage-backed securities:

Residential - U.S. Government-sponsored entities $132,470 $ 133,358

Commercial - U.S. Government-sponsored entities 94,103 97,171
Total $226,573  $ 230,529
Available-for-Sale:

Due in one year or less $13,648 $ 13,676
Due after one year through five years 124,029 127,061
Due after five years through ten years 73,338 75,987
Due after ten years 81,500 84,662

Mortgage-backed securities:
Residential - U.S. Government-sponsored entities 747,636 759,203

Residential - Non-government agencies 55,480 57,622
Commercial - Non-government agencies 135,296 143,229
Other 692 784

Total $1,231,619 $ 1,262,224

We did not sell any available-for-sale securities during the nine months ended September 30, 2016.

During the second quarter of 2015, we sold certain available-for-sale investment securities for gross proceeds of
$117.5 million. Gross realized losses on the sale of the available-for-sale investment securities were $1.9 million. The
specific identification method was used as the basis for determining the cost of all securities sold. We did not sell any
available-for-sale securities during the first and third quarters of 2015.

Investment securities of $1.10 billion and $1.00 billion at September 30, 2016 and December 31, 2015, respectively,
were pledged to secure public funds on deposit and other long-term debt and short-term borrowings.

Provided below is a summary of the 21 and 155 investment securities which were in an unrealized loss position at
September 30, 2016 and December 31, 2015, respectively, segregated by continuous length of impairment.

Less Than 12 Months 12 Months or Longer ~ Total

(dollars in thousands) Fair Unrealized Fair Unrealized Fair  Unrealized
Value Losses Value Losses Value Losses

September 30, 2016

Debt securities:

States and political subdivisions $ 3,425 $ 26 ) $ — 3 —$3,425 % 26 )

Corporate securities 5,497 (12 ) — — 5,497 (12 )

Mortgage-backed securities:

17



