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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Balance Sheets
June 30, 2013 and December 31, 2012
(In thousands, except share data)

Assets

Cash and due from ban

Federal funds sol

Mortgage loans held for sa

Securities available for sale (amortized cost @370 in 2013 and $377,383 in 20:

Federal Home Loan Bank sto

Other securitie

Loans

Less allowance for loan loss
Net loans

Premises and equipment, |

Bank owned life insuranc

Accrued interest receivab

Other asset

Total asset
Liabilities and Stockholders’ Equity
Deposits:
Nor-interest bearin
Interest bearin
Total deposit:
Securities sold under agreements to repurc
Federal funds purchas
Accrued interest payab
Other liabilities
Federal Home Loan Bank advan:
Subordinated debentur
Total liabilities
Stockholder equity:
Preferred stock, no par value. Authorized 1,000 £l2¥Yes; no shares issued or outstan

Common stock, no par value. Authorized 20,000,0@0es; issued and outstanding 14,508,839

13,915,265 shares in 2013 and 2012, respect
Additional paic-in capital
Retained earning
Accumulated other comprehensive (loss) ince
Total stockholder equity

Total liabilities and stockholde’ equity
See accompanying notes to unaudited consolidateddial statements.

2

June 30, December 31
2013 2012
(Unaudited)

$ 41,48( $ 42,61(

36,17 25,09:

7,08( 14,04

402,80° 386,44(

6,33¢ 5,18(

1,01: 1,00(

1,666,99. 1,584,59.

31,98( 31,88!

1,635,01. 1,552,71.

39,72( 36,53:

28,66( 28,14¢

5,65¢ 5,091

54,66( 51,40

$ 2,258,600 $ 2,148,26:.

$ 412,58: $ 396,15¢

1,452,26! 1,385,53.

1,864,84. 1,781,69.

56,55¢ 59,04t

28,78: 16,55:

14C 16¢€

25,16¢ 22,94¢

31,85¢ 31,88:

30,90( 30,90(

2,038,24: 1,943,18

9,24¢ 7,27¢

30,32¢ 17,73:

180,95 174,65(

(182) 5,421

220,35 205,07"

$ 2,258,600 $ 2,148,26:.
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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Statements of Income
For the three and six months ended June 30, 201 2@t2 (Unaudited)
(In thousands, except per share data)

Interest income
Loans
Federal funds sol
Mortgage loans held for sa
Securities— taxable
Securities— tax-exempt
Total interest incom
Interest expenst
Deposits
Fed funds purchase
Securities sold under agreements to repurc
Federal Home Loan Bank advan
Subordinated debentur
Total interest expens
Net interest incom
Provision for loan losse
Net interest income after provision for loan los
Non-interest income
Investment management and trust serv
Service charges on deposit accol
Bankcard transaction reven
Gains on sales of mortgage loans held for
Loss on sales of securities available for
Brokerage commissions and fe
Bank owned life insurance incor
Gain on acquisitiol
Other
Total nor-interest incomt
Nor-interest expense
Salaries and employee bene
Net occupancy expen:
Data processing expen
Furniture and equipment exper
FDIC insurance expen:
Acquisition cost
Other
Total nor-interest expense
Income before income tax
Income tax expens
Net income
Net income per shar
Basic
Diluted
Average common share
Basic

Diluted

See accompanying notes to unaudited consolidateddial statements.

For three months endec

For six months endec

June 30, June 30,
2013 2012 2013 2012

$ 19,48( $ 19,47: % 38,52¢ $ 39,35
72 62 152 134
56 56 12C 11¢
1,392 1,45: 2,762 2,93(
292 31¢ 56E 63¢€
21,29:¢ 21,36: 42,12¢ 43,17¢
1,28t 1,881 2,62¢ 3,921
9 8 17 16
33 43 68 92
21¢ 364 43€ 727
772 772 1,54¢ 1,56¢
2,31¢ 3,06¢ 4,69( 6,33(
18,97t 18,29t 37,43¢ 36,84
1,32¢ 2,47 3,65( 6,55(
17,65( 15,82( 33,78¢ 30,29t
4,12¢ 3,67( 8,01¢ 7,16(
2,244 2,12¢ 4,24¢ 4,18(
1,02(C 1,017 1,981 1,98-
807 86€ 1,67¢ 1,60t
(5 — (5 —
622 652 1,237 1,19:
25¢ 26C 511 517
44¢ — 44¢ —
78€ 70C 1,43: 1,89¢
10,31: 9,29( 19,53¢ 18,53¢
10,02: 9,42¢ 19,67¢ 18,47¢
1,43t 1,46¢ 2,66¢ 2,83:
1,81¢ 1,522 3,17t 2,83t
28€ 32€ 577 61¢
357 34¢€ 707 697
1,54¢ — 1,54¢ —
3,35¢ 3,42¢ 6,05( 5,78:
18,82: 16,50¢ 34,401 31,24
9,13¢ 8,602 18,92¢ 17,58¢
2,732 2,49¢ 5,751 4,981
6,407 6,10: 13,17¢ 12,60¢
$ 0.4t % 044 $ 094 $ 0.91
$ 0.4 3 044 $ 0.94 $ 0.91
14,20: 13,87« 14,01( 13,85¢
14,24: 13,94: 14,05¢ 13,91«
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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Statements of Comprehensive Income
For the three and six months ended June 30, 201 2@t2 (Unaudited)
(In thousands)

Three months endec Six months endec
June 30, June 30,
2013 2012 2013 2012
Net income $ 6,407 $ 6,10: $ 13,17 $ 12,60¢

Other comprehensive income, net of t
Unrealized (losses) gains on securities availatesdle;
Unrealized (losses) gains arising during the pefined of
tax of ($2,761), $249, ($3,019) and $231, respebt)\ (5,12¢) 462 (5,606) 427
Reclassification adjustment for securities lossedized
in income (net of tax of $2, $0, $2, and $0,

respectively’ 3 — 3 —
Other comprehensive (loss) incol (5,125 462 (5,607 427
Comprehensive incon $ 1,28: $ 6,565 $ 757 $ 13,03:

See accompanying notes to unaudited consolidataddial statements.
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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Statements of Cash Flows
For the six months ended June 30, 2013 and 2012udied)
(In thousands)

Operating activities
Net income
Adjustments to reconcile net income to net caskigea by operating activitie:
Provision for loan losse
Depreciation, amortization and accretion,
Deferred income tax bene
Gain on sales of mortgage loans held for
Origination of mortgage loans held for s
Proceeds from sale of mortgage loans held for
Bank owned life insurance incor
Increase decrease in value of private investmert
Proceeds from liquidation of private investmentdi
Loss on the disposal of premises and equipt
Loss on the sale of other real est
Gain on acquisitiol
Stock compensation exper
Excess tax benefits from sh-based compensation arrangems
Decrease (increase) in accrued interest receiatilether asse
Increase in accrued interest payable and othelitied
Net cash provided by operating activit
Investing activities
Purchases of securities available for ¢
Proceeds from sale of securities available for
Proceeds from maturities of securities availabtestde
Net increase in loar
Purchases of premises and equipn
Acquisition, net of cash acquir
Proceeds from sale of foreclosed as
Net cash provided by (used in) investing activi
Financing activities
Net (decrease) increase in depa
Net increase (decrease) in securities sold undeeatents to repurchase and federal funds
purchase(
Repayments of Federal Home Loan Bank adva
Repayments of subordinated debent
Issuance of common stock for options and dividesiigvestment pla
Excess tax benefits from sh-based compensation arrangems
Common stock repurchas
Cash dividends pai
Net cash (used in) provided by financing activi
Net increase in cash and cash equival
Cash and cash equivalents at beginning of p¢
Cash and cash equivalents at end of pe
Supplemental cash flow informatic
Income tax paymen
Cash paid for intere:
Supplemental nc¢-cash activity

Transfers from loans to other real estate ow
See accompanying notes to unaudited consolidataddial statements.
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2013 2012
13178 $ 12,60t
3,65( 6,55(
3,14¢ 2,417
(93€) (1,057
(1,674) (1,605)
(93,497) (95,70%)
102,13: 95,08(
(511) (517)
— (637)
— 2,84¢
22 43
11C 20¢
(44¢) —
o8t 74C
(41) (30)
2,267 (1,279
37¢ 1,26:
28,76¢ 20,93
(201,25;) (214,341
701 —
255,41 233,17
(48,339 (39,179)
(78€) (2,920)
8,96: —
2,281 2,211
16,99' (21,05¢)
(37,289 46,55(
6,971 (15,869
(23) 5
— (10,000)
47" 28¢
41 30
(300) (202)
(5,69¢) (5,271)
(35,80%) 15,52,
9,95¢ 15,40:
67,70: 54,92
77,65. $ 70,32:
513 $ 5,20(
4,72z 6,28:
2,141 $ 1,67C
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Balance December 31, 20
Net income

Other comprehensive loss, net of

Stock compensation exper

Stock issued for exercise of stock
options and dividend reinvestment
plan, net of withholdings to satisfy
employee tax obligations upon
vesting of stock awarc

Stock issued for non-vested restricted
stock

Stock issued for acquisitic
Cash dividends, $0.40 per sh

Shares repurchased or cance

Balance June 30, 20:

S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Statement of Changes in Stockholdeysity
For the six months ended June 30, 2013 (Unaudited)
(In thousands, except per share data)

Accumulated

Common stock other
Number of Additional Retained comprehensive
shares Amount paid-in capital earnings income (loss’ Total
1391 $ 727 $ 17,73 $ 17465( $ 5421 $ 205,07
— — — 13,17t — 13,17t
— — — — (5,607 (5,607
— — 98t — — 98t
30 101 562 (5) — 65¢
55 18¢ 1,08 (1,267) — —
531 1,76¢ 10,42¢ — — 12,19¢
_ — — (5,694 — (5,699
(22) (78) (462) 98 — (447)
14,50¢ $ 9,24¢ $ 30,32¢ $ 180,95 $ (182 $  220,35:

See accompanying notes to unaudited consolidateddial statements.
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(1)

Summary of Significant Accounting Policies

The accompanying consolidated financial statemieange been prepared in accordance with the insbngto Form 10-Q and do not
include all information and footnotes required bysUgenerally accepted accounting principles (USABRAfor complete financial
statements. The consolidated financial statenmarisY. Bancorp, Inc. (“Bancorp”) and its subsidiaeflect all adjustments
(consisting only of adjustments of a normal reaigmature) which are, in the opinion of managemestessary for a fair presentation
of financial condition and results of operationstfte interim periods.

The consolidated financial statements include toants of S.Y. Bancorp, Inc. and its wholly-owrsedbsidiary, Stock Yards Bank &
Trust Company (“Bank”). S.Y. Bancorp Capital Trilss a Delaware statutory trust that is a whallyned unconsolidated finance
subsidiary of S.Y. Bancorp, Inc. Significant intemgpany transactions and accounts have been elidiaiconsolidation.

A description of other significant accounting p@gis presented in the notes to the ConsolidaitezhEial Statements for the year
ended December 31, 2012 included in S.Y. Bancoipd Annual Report on Form 10-K. Certain reclésations have been made in
the prior year financial statements to conformuoent year classifications.

Interim results for the three and six month periedded June 30, 2013 are not necessarily indicafittee results for the entire year.
Critical Accounting Policies

Management has identified the accounting policgtesl to the allowance and provision for loan logsesritical to the understanding
of Bancorp’s results of operations and discussidctinclusion with the Audit Committee of the BoafdDirectors. Since the
application of this policy requires significant nagement assumptions and estimates, it could riesulaterially different amounts to
be reported if conditions or underlying circumsesaere to change. Assumptions include many fastach as changes in borrowers’
financial condition which can change quickly ortbigcal loss ratios related to certain loan porttelwhich may or may not be
indicative of future losses. To the extent thahagemens assumptions prove incorrect, the results frommaifmns could be materia
affected by a higher or lower provision for loasdes. The accounting policy related to the all@m&anr loan losses is applicable to
the commercial banking segment of Bancorp.

Additionally, management has identified the accmgnpolicy related to accounting for income taxe<atical to the understanding of
Bancorp’s results of operations and discussecctiislusion with the Audit Committee of the Boarddifectors. The objectives of
accounting for income taxes are to recognize theusinof taxes payable or refundable for the curyear and deferred tax liabilities
and assets for the future tax consequences ofstlatthave been recognized in an entity’s findrst&@ements or tax returns.
Judgment is required in assessing the future tagamuences of events that have been recognizeahicoBo’s financial statements or
tax returns. Fluctuations in the actual outcomthese future tax consequences, including the sffefgperiodic IRS and state agency
examinations, could materially impact Bancorp’safigial position and its results from operations.

Acquired loans

Bancorp acquired loans in the second quarter o8 281part of the acquisition referenced in Note the Consolidated Financial
Statements. Acquired loans are initially recoredetheir acquisition date fair values. Carryovethaf allowance for loan losses is
prohibited as any credit losses in the loans arieidied in the determination of the fair value af tbans at the acquisition date. Fair
values for acquired loans are based on a discowatguflow methodology that involves assumptiorssjadgments as to

7
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(2)

credit risk, default rates, loss severity, collatealues, discount rates, payment speeds, prepayisk, and liquidity risk at the time
acquisition.

Acquired loans that have evidence of deterioraitiocredit quality since origination and for whidhs probable, at acquisition, that
Bancorp will be unable to collect all contractuaidguired payments were specifically identified andlyzed. The excess of cash fl
expected at acquisition over the estimated famevdd referred to as accretable discount and agrézed into interest income over the
remaining life of the loan. The difference betweentractually required payments at acquisition guedcash flows expected to be
collected at acquisition is referred to as non-etedre discount. The non-accretable discount reptesstimated future credit losses
expected to be incurred over the life of the |Id&mbsequent decreases to the expected cash floviser&gncorp to evaluate the need
for an allowance for loan losses on these loanlss&yuent improvements in expected cash flows @sllilt in the reversal of a
corresponding amount of the non-accretable discatith Bancorp will reclassify as an accretabledist that will be recognized
into interest income over the remaining life of than using the interest method. Bancorp’s evabnatif the amount of future cash
flows that it expects to collect is performed igimilar manner as that used to determine its alfm&dor loan losses. Chargés of the
principal amount on credit-impaired acquired loamsld be first applied to non-accretable discount.

Subsequent to the purchase date for acquired tbhahare not deemed impaired at acquisition, théhats used to estimate the
required allowance for loan losses for acquiredidoa the same for originated loans.

Acquisition

On April 30, 2013, Bancorp completed the previowsipounced acquisition of 100% of the outstandirayess of THE BANCorp, Inc.
(“Oldham”), parent company of THE BANK — Oldham Guy, Inc. As a result of the transaction, THE BANK Oldham County
merged into Stock Yards Bank & Trust Company. 8ithe acquisition date, results of operations aedui the Oldham transaction
have been included in Bancorp’s financial results.

The Oldham transaction has been accounted for tissngcquisition method of accounting and, accalglimassets acquired, liabilities
assumed and consideration transferred were recatdestimated fair value on the acquisition datseis acquired totaled
approximately $146.0 million, including $39.8 milli of loans and leases. Liabilities assumed tdt&1e5.1 million, including $120.4
million of deposits. The fair value adjustmentsuiéed in net assets acquired in excess of thdaenadion paid. Accordingly, a non-
taxable gain of $449,000 was recognized.
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The following table summarizes the consideratioid pad the amounts of assets acquired and liaslassumed, adjusted for fair ve
at the acquisition date.

(amounts in thousands’ Dollars
Purchase Price:
Value of:
Cash $ 8,291
Equity instruments (531,288 common shares of Bag)cor 12,19¢
Total purchase pric 20,49¢
Identifiable assets:
Cash and federal funds s¢ 17,26(
Investment securitie 81,82°
Loans 39,75t
Premises and equipme 4,00¢
Core deposit intangibl 2,54:
Other assets 60E
Total identifiable assets: 145,99

Identifiable liabilities:

Deposits 120,43!
Securities sold under agreement to repurc 2,76:
Other liabilities 1,857
Total identifiable liabilities 125,05:

Net gain resulting from acquisition $ 44¢

Acquisition costs (included in other non-interegb@nses in Bancorp’s income statement for the dergmded
June 30, 201z $ 1,54¢

The fair value of the 531,288 common shares isasquhrt of the consideration paid was determinettheasis of the closing market
price of Bancorp’s common shares on the acquisiate.

Bancorp recorded a core deposit intangible of $#ilkon which will be amortized over a ten year jperusing an accelerated method
which anticipates the life of the underlying dep®$d which the intangible is attributable.

9
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In many cases, determining the fair value of trguaed assets and assumed liabilities required @ano estimate cash flows expec
to result from those assets and liabilities andisoount those cash flows at appropriate ratestefést. The most significant of these
determinations related to the valuation of acquiceahs.

Acquired Acquired non- Total

impaired impaired acquired
(in thousands) loans loans loans
Contractually required principal and interest ajuasition $ 3,28t $ 37,76: $ 41,04¢
Contractual cash flows not expected to be collected (372) (72%) (1,095
Expected cash flows at acquisition 2,91: 37,04( 39,95!
Interest component of expected cash flows (174) (24) (198
Basis in acquired loans at acquisition - estiméaédvalue $ 2,73¢ $ 37,01¢ $ 39,75!

The fair value of checking, savings and money malkposit accounts acquired from Oldham were asgdumapproximate the
carrying value as these accounts have no statagtitgand are payable on demand. Certificate obd@mccounts were valued at the
present value of the certificates’ expected cotti@@ayments discounted at market rates for sirméatificates.

In connection with the Oldham acquisition, Bancimqurred expenses related to executing the traieseand integrating and
conforming acquired operations with and into Bapcdiose expenses consisted largely of converdisgpstems and/or integration of
operations, professional services, costs relatéertoination of existing contractual arrangemerfit®loham to purchase various
services; initial marketing and promotion expergdesigned to introduce Bancorp to its new custongerd;printing, postage, supplies,
and other costs of completing the transaction. @rsary of acquisition costs included in the consaikd statement of income follows:

(in thousands) Amount

Data conversion expens $ 90¢€
Consulting 262
Salaries and employee bene 10<
Legal 9€
All other 181
Total $ 1,54¢

10
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(3)

Securities

The amortized cost, unrealized gains and lossekfaanvalue of securities available for sale fallo

June 30, 201: Amortized Unrealized
Securities available for sale cost Gains Losses Fair value
(in thousands)

U.S. Treasury and other U.S. governmel

obligations $ 35,000 $ — 3 — 3 35,00(
Government sponsored enterprise

obligations 136,27! 1,99¢ 1,33: 136,94
Mortgage-backed securitie 160,74 1,99¢ 3,37¢ 159,36
Obligations of states and political

subdivisions 70,34 1,65% 49¢ 71,49°
Total securities available for sale $ 402,37C $ 5647 $ 521( $ 402,80
December 31, 201 Amortized Unrealized
Securities available for sale cost Gains Losses Fair value

(in thousands)

U.S. Treasury and other U.S. governmel

obligations $ 98,00 $ — 3 — 3 98,00(
Government sponsored enterprise

obligations 83,01 2,78¢ 5€ 85,74¢
Mortgage-backed securitie 137,40° 3,59¢ 12C 140,88:
Obligations of states and political

subdivisions 57,96 2,84« 12 60,79:
Trust preferred securities of financial

institutions 1,00( 18 — 1,01¢
Total securities available for sale $ 377,38. $ 9,245 $ 18¢ $ 386,44

In the second quarter of 2013, in the ordinary sewf investment management, Bancorp sold obligsiid state and political
subdivisions par value of $385,000, generatingsa &f $5,000. These securities, acquired in tli&h transaction, were sold bec:
they did not meet Bancorp’s current investmentagna Management has the intent and ability ta fadll remaining investment
securities available for sale for the foreseealieré. No securities were sold in 2012. Thereawer securities held to maturity as of
June 30, 2013 or December 31, 2012.

In addition to the available for sale portfolioy@stment securities held by Bancorp include cegagurities which are not readily
marketable, and are carried at cost. This cateigatydes holdings of Federal Home Loan Bank of @inati (FHLB) stock which are
required for borrowing availability, and are cldiesl as restricted securities. Other securitiessit of a Community Reinvestment ,
(CRA) investment which matures in 2014, which iéyfaollateralized with a government agency seguoit similar duration, and
holdings of stock in a correspondent bank utilibgd’HE BANK — Oldham County for various services.

11
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Bancorp reviewed the investment in FHLB stock adurfe 30, 2013, considering the FHLB equity positits continuance of divider
payments, liquidity position, and positive yeardake net income. Based on this review, Bancogb ke opinion that its investment
FHLB stock is not impaired.

A summary of the available for sale investment g&es by maturity groupings as of June 30, 2018hiswn below. Actual maturities
may differ from contractual maturities because sisaeers have the right to call or prepay obligagioThe investment portfolio
includes agency mortgage-backed securities, whiglyaaranteed by agencies such as the FHLMC, FNdMA,GNMA. These
securities differ from traditional debt securitg@marily in that they may have uncertain principayment dates and are priced based
on estimated prepayment rates on the underlyingteohl. Bancorp does not have exposure to subpiigerated mortgage-backed or
collateralized debt obligation instruments.

Securities available for sale Amortized Cost Fair Value
(in thousands)

Due within 1 yea $ 90,35¢ $ 90,401
Due after 1 but within 5 yea 93,76¢ 95,36:
Due after 5 but within 10 yea 39,43¢ 39,87:
Due after 10 yeat 18,06: 17,791
Mortgagebacked securitie 160, 74! 159,36¢
Total securities available for se $ 402,37 $ 402,80

Securities with unrealized losses at June 30, 20@3December 31, 2012, not recognized in incomasfellows:

Less than 12 months 12 months or more Total
Fair Unrealized Fair Unrealized Fair Unrealized

(in thousands) Value Losses Value Losses Value Losses
June 30, 201
Government sponsored

enterprise obligation $ 85,68: $ 1,33 $ — $ — $ 85,68: $ 1,33
Mortgagebacked securitie 94,33} 3,37¢ — — 94,33} 3,37¢
Obligations of states and

political subdivision:s 21,98¢ 49¢ — — 21,98t 49¢
Total temporarily impaired

securities $ 202,000 $ 521 $ — $ — $ 202,000 $ 5,21(
December 31, 201
Government sponsored

enterprise obligation $ 29,99¢ $ 56 $ — $ — $ 29,99¢ $ 56
Mortgagebacked securitie 16,60¢ 12C — — 16,60¢ 12C
Obligations of states and

political subdivisions 2,292 12 — — 2,292 12
Total temporarily impaired

securities $ 48,897 $ 18¢ $ — $ — 3 48,897 $ 18¢€

12
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Unrealized losses on Bancorp’s investment secsijit@tfolio have not been recognized in income bsedhe securities are of high
credit quality, and the decline in fair valuesasgely due to changes in the prevailing interes eavironment since the purchase date.
The fair value is expected to recover as the seesirieach their maturity date and/or the interas environment returns to conditions
similar to when the securities were purchased.s@&lievestments consist of 150 and 14 separatetmees positions as of June 30,
2013 and December 31, 2012, respectively, whicmateonsidered other-than-temporarily impairegc@ise management does not
intend to sell the investments, and it is not lkeklat Bancorp will be required to sell the investits before recovery of their amortized
cost bases, which may be maturity, Bancorp doesaradider these securities to be other-than-temiponapaired at June 30, 2013.

4) Loans

The composition of loans by primary loan portf@degment follows:

(in thousands) June 30, 201% December 31, 201
Commercial and industrii $ 474,25 $ 426,93(
Construction and developme 133,46: 131,25!
Real estate mortgag 1,025,33 989,63:
Consume 33,93t 36,78(
Total loans $ 1,666,99. $ 1,584,59
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The following table presents the balance in themded investment in loans and allowance for loasds by portfolio segment and
based on impairment method as of June 30, 201®andmber 31, 2012.

Type of loan

June 30, 201¢ Commercial Construction Real estate
(in thousands) and industrial and development mortgage Consumer Total
Loans
Balance $ 47425 % 133,46: $ 1,02533 $ 33,93t 1,666,99.
Balance: loans individually

evaluated for impairmer ~ $ 8,16: $ 12,79¢  $ 8,48t $ 6 29,45
Balance: loans collectively

evaluated for impairmer  $  465,42! $ 119,320 $ 1,016,15 $ 33,90: 1,634,80.
Balance: loans acquired with _

deteriorated credit qualiit  $ 667 $ 1,34 § 70C $ 27 $ 2,73

Commercial Construction Real estate
and industrial and development mortgage Consumer Unallocated Total

Allowance for loan losse:
Beginning balance

December 31, 201 $ 594¢ $ 453t $ 14,28t $ 36z $ 6,74¢ 31,88:

Provision 604 3,097 (430 (48) 427 3,65(

Chargeoffs (257) (2,000 (1,750 (27¢) — (4,28%)

Recoveries 241 164 55 274 — 734
Ending balance June 30, 2( $ 6,537 $ 5791 $ 12,160 $ 31C $ 7,17: 31,98(
Balance: allowance for loans

individually evaluated for

impairment $ 32z $ 291 $ 234 % — 3,46¢
Balance: allowance for loans

collectively evaluated for

impairment $ 6,21t $ 2,88¢ $ 11,92¢ $ 31C $ 7,17 28,51:
Balance: loans acquired with

deteriorated credit qualit $ — $ — $ — $ — $ — —

14




Table of Contents

Type of loan

December 31, 201 Commercial Construction Real estate
(in thousands) and industrial and development mortgage Consumer Total
Loans
Balance $ 426,93( $ 131,250 $ 989,63 $ 36,78( $ 1,584,559
Balance: loans individually

evaluated for impairmer  $ 8,661 $ 10,86: $ 9,798 $ 4 $ 29,32¢
Balance: loans collectively

evaluated for impairmet $ 418,26: $ 120,39( $ 979,83t $ 36,77¢ $ 1,555,26!

Commercial Construction Real estate
and industrial and development mortgage Consumer Unallocated Total

Allowance for loan losse
Beginning balance

December 31, 201 $ 7,36¢ $ 3,54¢ % 11,18 $ 54C $ 711 % 29,74¢

Provision 3,02¢ 2,71¢ 6,30¢ (181) (367) 11,50(

Chargeoffs (4,529 (1,726 (3,457 (798 — (10,499

Recoveries 84 — 24¢ 801 — 1,13¢
Ending balance December

2012 $ 594¢ $ 453t $ 14,28t $ 36z $ 6,74¢ $ 31,88:
Balance: allowance for loans

individually evaluated for

impairment $ 15¢ $ 2,89¢ $ 56 $ — $ 3,611
Balance: allowance for loans

collectively evaluated for

impairment $ 579 $ 1,63 $ 13,728 $ 36z $ 6,74¢ $ 28,26¢

Bancorp did not have any loans acquired with detatéd credit quality at December 31, 2012. Bgmtas loans that were acquiret
the Oldham acquisition in the second quarter of32@dr which there was, at acquisition, evidenceéeterioration of credit quality
since origination and for which it was probableaeqyuisition, that all contractually required payrsewould not be collected. The
carrying amount of those loans is included in thibce sheet amounts of loans at June 30, 2013.

The changes in the accretable discount relateueteredit impaired acquired loans are as follows:

(in thousands) Amount

Balance at December 31, 20 $ —
Additions due to Oldham acquisitic 174
Accretion 9
Reclassifications from (to) n-accretable differenc —
Disposals —
Balance at June 30, 20 $ 16t
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Management uses the following portfolio segmentgaifs when assessing and monitoring the risk anfpmance of the loan
portfolio:

e  Commercial and industrial

e  Construction and development
. Real estate mortgage

. Consumer

The following table presents loans individually kxded for impairment as of June 30, 2013 and Déeesrdl, 2012.

Unpaid Average

June 30, 201: Recorded principal Related recorded
(in thousands) investment balance allowance investment
Loans with no related allowance recor(

Commercial and industri: $ 6,91 $ 1091 $ — 3 6,80¢

Construction and developme 51 151 — 22¢

Real estate mortga( 6,74¢ 8,79¢ — 6,062

Consume 6 18 — 4
Subtotal 13,71« 19,87¢ — 13,10:
Loans with an allowance record

Commercial and industrii $ 1,25 $ 1,25 $ 322 % 1,68¢

Construction and developme 12,74* 16,94: 2,91 11,92:

Real estate mortga( 1,74 2,14¢ 234 3,40z
Subtotal 15,737 20,331 3,46¢ 17,01
Total

Commercial and industrii $ 8,16 $ 12,16: $ 322 % 8,49

Construction and developme 12,79¢ 17,09: 2,91 12,15

Real estate mortga( 8,48¢ 10,94 234 9,46¢

Consume 6 18 — 4
Total $ 29,45, $ 40,21¢ $ 3,46¢ $ 30,11
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Unpaid Average

December 31, 201 Recorded principal Related recorded
(in thousands) investment balance allowance investment
Loans with no related allowance recor¢

Commercial and industrii $ 6,73t $ 7,591 $ — $ 6,22¢

Construction and developme 352 2,18 — 2,091

Real estate mortga( 6,99¢ 7,752 — 5,39

Consumer 4 25 — 21
Subtotal 14,087 17,55¢ — 13,74:
Loans with an allowance record

Commercial and industrii 1,932 5,10z 15€ 3,29¢

Construction and developme 10,51 11,13t 2,89¢ 5,92¢

Real estate mortgage 2,79¢ 2,94¢ 56¢ 6,14¢
Subtotal 15,24: 19,18¢ 3,611 15,36¢
Total

Commercial and industri $ 8,661 $ 12,69 $ 15¢ $ 9,52(

Construction and developme 10,86: 13,32: 2,89¢ 8,02¢

Real estate mortga( 9,79t 10,70( 563 11,54:

Consumer 4 25 — 21
Total $ 29,32¢ $ 36,74. $ 3611 $ 29,10¢

Differences between the recorded investment amamidghe unpaid principal balance amounts areatartvalue adjustments
recorded for loans acquired and partial chargessffieh have occurred over the life of loans.

Impaired loans include non-accrual loans and l@aesunted for as troubled debt restructurings (TBR)ch continue to accrue
interest. Non-performing loans include the balasfcenpaired loans plus any loans over 90 days gastand still accruing interest.
Loans past due more than 90 days or more anastitbiing interest amounted to $2,017,000 at Jun2@®IB, and $719,000 at
December 31, 2012.

The following table presents the recorded investrirenon-accrual loans as of June 30, 2013 and @bee 31, 2012.

(in thousands) June 30, 201% December 31, 201
Commercial and industri; $ 506 $ 1,55¢
Construction and developme 12,79¢ 10,86:
Real estate mortgag 7,57¢ 5,93¢
Consumer 6 4
Total $ 20,88t $ 18,36(
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For June 30, 2013 and December 31, 2012, Bancarg®é& million and $11.0 million, respectively,loins classified as TDR. The
following table presents the recorded investmembdams modified and classified as TDR during tiensonths ended June 30, 2013

and 2012.

Pre-modification Pos-modification
June 30, 201: Number of outstanding recorded outstanding recorded
(dollars in thousands) contracts investment investment
Commercial & industria 1 3 79€ $ 79€

Pre-modification Pos-modification
June 30, 201: Number of outstanding recorded outstanding recorded
(dollars in thousands) contracts investment investment
Commercial & industria 3 % 575 % 5,75:
Real estate mortgag 2 508 50&
Total 5 $ 6,257 $ 6,257

The following table presents the recorded investrireloans accounted for as TDR that were restrectand experienced a payment
default within the previous 12 months as of June2803 and 2012.

June 30, 201 Number of

(dollars in thousands) Contracts Recorded Investment
Real estate mortgage 2 9 2,40¢
Total 2 % 2,40¢
June 30, 201: Number of

(dollars in thousands) Contracts Recorded Investment
Commercial & industria 3 8 1,58¢
Real estate mortgage 2 2,101
Total 5 % 3,684

At June 30, 2013, loans accounted for as TDR iredutiodifications from original terms due to bankoymproceedings, modifications
of amortization periods due to customer financitflallties, and limited forgiveness of principabome loans accounted for as TDR
included temporary suspension of principal paymeesulting in payment of interest only. Loansagted for as TDR, which have
not defaulted, are individually evaluated for impant and, at June 30, 2013, had a total allowatigeation of $512,000, compared
to $295,000 at December 31, 2012.

At June 30, 2013 and December 31, 2012, Bancorpbhtianding commitments to lend additional furadaling $439,000 and
$187,000, respectively, to borrowers who have badd modified as TDR.
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The following table presents the aging of the rdedrinvestment in past due loans as of June 3@ &0d December 31, 2012.

Greater
than Recorded
90 days investment
past due > 90 days
June 30, 201: 3C-59 days 6C-89 days (includes Total Total and
(in thousands) past due past due non-accrual) past due Current loans accruing
Commercial anc
industrial $ 24¢ 17 $ 1,35 $ 1,61¢ $ 472,63t $ 474,25 $ 847
Construction an
developmen — — 12,79¢ 12,79¢ 120,66¢ 133,46« —
Real estate
mortgage 3,707 852 8,74¢ 13,30 1,012,03 1,025,33 1,17(¢
Consumer 17€ — 6 184 33,75 33,93¢ —
Total $ 4,13¢ 86¢ $ 22,90: $ 27906 $ 1,639,088 $ 1,666,99 $ 2,015
Greater
than Recorded
90 days investment
past due > 90 days
December 31, 201. 3C-59 days 6C-89 days (includes Total Total and
(in thousands) past due past due non-accrual) past due Current loans accruing
Commercial anc
industrial $ 212 42 $ 1,55 $ 1,80¢ $ 425,12: $ 426,93( $ —
Construction an
developmen — 4,28¢ 10,86: 15,14¢ 116,10° 131,25¢ —
Real estate
mortgage 3,771 1,952 6,42¢ 12,14% 977,48 989,63 48E
Consumer 79 — 23€ 317 36,46 36,78( 234
Total $ 4,062 6,27¢ $ 19,07¢ $ 29,41¢ $ 1555170 $ 158459 $ 71¢

Bancorp categorizes loans into credit risk categoased on relevant information about the ahifityorrowers to service their debt
such as: current financial information, historipayment experience, credit documentation, pubf@grmation and current economic
trends. Pass-rated loans included all refed loans other than those classified as speation, substandard, and doubtful, which

defined below:

*  Special Mention: Loans classified as special nogrntiave a potential weakness that deserves managemiese attention.
These potential weaknesses may result in detenaraf repayment prospects for the loan or of talBs credit position at

some future date.

e Substandard: Loans classified as substandarciadeduately protected by the current net worthpayihg capacity of the
obligor or of collateral pledged, if any. Loansdassified have a well-defined weakness or weaasethat jeopardize

repayment of the debt. They are characterizedéylistinct possibility that the Bank will sustgome loss if the deficiencies

are not corrected.

*  Substandard non-performing: Loans classified astamdard-nomerforming have all the characteristics of substathdoan:
and have been placed on non-accrual status ortdemreaccounted for as troubled debt restructurings.
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. Doubtful: Loans classified as doubtful have afl theaknesses inherent in those classified as sulasth with the added
characteristic that the weaknesses make collectioapayment in full, on the basis of currentlystixig facts, conditions and
values, highly questionable and improbable.

As of June 30, 2013 and December 31, 2012, thecatdgories of loans were as follows:

Construction

Credit risk profile by internally assigned grade Commercial and Real estate

(in thousands) and industrial development mortgage Consumer Total

June 30, 201:

Grade
Pass $ 458,16" $ 110,60: $ 971,57t $ 33,92¢$ 1,574,27!
Special mentiol 6,11t 6,971 23,53 — 36,61¢
Substandar 7,82¢ 3,094 21,48( — 32,39¢
Substandard n«-performing 2,14¢ 12,79¢ 8,74¢ 6 23,69¢
Doubtful — — — — —

Total $ 474,25 $ 133,46:$ 1,02533 $ 33,93t$ 1,666,99.

December 31, 201,

Grade
Pass $ 404,04 $ 113,55¢ $ 925,67:$ 36,54: % 1,479,822
Special mentiol 11,097 6,831 26,77( — 44,69¢
Substandan 4,482 — 26,90: — 31,38:
Substandard n-performing 7,30¢ 10,86 10,28¢ 23¢ 28,69:
Doubtful — — — —

Total $ 426,93( $ 131,25 $ 989,63: $ 36,78($ 1,584,509

(5) Federal Home Loan Bank Advances
The Bank had outstanding borrowings of $31.9 mill& June 30, 2013, via five separate advancestwecadvances totaling $30
million, both of which are non-callable, interestyments are due monthly, with principal due at migtu For the final three advances
totaling $1,859,000, principal and interest payraemt due monthly based on a 30 year amortizatioadsle.
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(6)

The following is a summary of the contractual miies and average effective rates of outstandingaces:

June 30, 201: December 31, 201

(In thousands) Advance Rate Advance Rate
2013 $ 10,00( 1.9(% $ 10,00( 1.9(%
2014 — — — —
2015 20,00( 3.3%% 20,00( 3.34%
2024 414 2.4(% 42C 2.4(%
2028 1,44¢ 1.4€% 1,462 1.46%

$ 31,85¢ 27% $ 31,88: 2.7%

Advances from the FHLB are collateralized by certaammercial and residential real estate mortgaged under a blanket mortgage
collateral agreement and FHLB stock. The Bank vidvwesborrowings as an effective alternative to bigtost time deposits to fund
loan growth. At June 30, 2013, the amount of amd credit from the FHLB totaled $336.1 million.

Goodwill and Intangible Assets

US GAAP requires that goodwill and intangible asseith indefinite useful lives not be amortizedt mstead be tested for impairment
at least annually. Annual evaluations have redutteno charges for impairment. Bancorp currehtig goodwill in the amount of
$682,000 from the 1996 acquisition of an IndianakbaThis goodwill is assigned to the commerciailbag segment of Bancorp.

In the second quarter of 2013, Bancorp recordemt@ adeposit intangible totaling $2,543,000 aridiogn the Oldham acquisition. Tt
intangible asset will be amortized over a ten-ymaiod using an accelerated method which anticipie life of the underlying
deposits to which the intangible is attributablat June 30, 2013, the unamortized core deposiniible was $2,445,000.

Mortgage servicing rights (MSRs) are amortizedriopprtion to and over the period of estimated eetising income, considering
appropriate prepayment assumptions. MSRs are &eawuarterly for impairment by comparing the yiag value to the fair value.
The estimated fair values of MSRs at June 30, 20tBDecember 31, 2012 were $3,505,000 and $2, 72,€fpectively. The total
outstanding principal balances of loans servicedfbers were $418,878,000 and $374,079,000 at3an2013, and December 31,
2012 respectively.

Changes in the net carrying amount of MSRs foistkenonths ended June 30, 2013 and 2012 are shothe ifollowing table.

(in thousands) 2013 2012

Balance at beginning of peric $ 2,08t $ 1,63(C
Originations 47¢ 49¢
Amortization (486€) (360
Balance at June 30 $ 2,080 $ 1,76¢
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(7)

(8)

(9)

(10)

Defined Benefit Retirement Plan

The Bank sponsors an unfunded, non-qualified, ddftmenefit retirement plan for four key officers@tcurrent, and two retired), and
has no plans to increase the number of participa®émefits vest based on 20 years of service. athgarially determined pension
costs are expensed and accrued over the servioe pand benefits are paid from the Bank’s asséle net periodic benefits costs,
which include interest cost and amortization oflnsses, totaled $36,000 and $36,000, for the tm@eths ended June 30, 2013 and
2012, respectively. For the six months ended 30n2013 and 2012, the net periodic benefit cagtded $71,000 and $71,000,
respectively.

Commitments and Contingent Liabilities

As of June 30, 2013, Bancorp had various commitmeutstanding that arose in the normal course sifiess, including standby
letters of credit and commitments to extend creditich are properly not reflected in the consokdifinancial statements. In
management’s opinion, commitments to extend ciaddd19.8 million including standby letters of citeaf $15.0 million represent
normal banking transactions, and no significandéssare anticipated to result from these commitsn@nbf June 30, 2013.
Commitments to extend credit were $401.1 milliowjuding letters of credit of $14.8 million, asécember 31, 2012. Bancorp’s
maximum exposure to credit loss in the event ofpesformance by the other party to these commitmisnespresented by the
contractual amount of these instruments. Bancoep tlee same credit and collateral policies in m@kismmitments and conditional
guarantees as for dralance sheet instruments. Commitments to extesttit@re agreements to lend to a customer as letigeae is n
violation of any condition established in the caotr Commitments generally have fixed expiratiotedar other termination clauses.
Commitments to extend credit are mainly made ugoafimercial lines of credit, construction and homeity credit lines. Since some
of the commitments are expected to expire with@iridpdrawn upon, the total commitment amounts danroessarily represent future
cash requirements. Bancorp evaluates each cus®uoreditworthiness on a case by case basis. Thardgrabcollateral obtained is
based on management’s credit evaluation of themet Collateral held varies but may include act®ueceivable, inventory,
equipment, and real estate.

Standby letters of credit and financial guaranteggen are conditional commitments issued by Bapdo guarantee the performance
of a customer to a third party. Those guaranteep@amarily issued to support private borrowingaagements. Standby letters of cre
generally have maturities of one to two years.

Also, as of June 30, 2013, in the normal courdausiness, there were pending legal actions ancepaiegs in which claims for
damages are asserted. Management, after discwgi$ivlegal counsel, believes the ultimate resulthefse legal actions and
proceedings will not have a material adverse effadhe consolidated financial position or resafteperations of Bancorp.

Preferred Stock

Bancorp has a class of preferred stock (no pareyal®00,000 shares authorized), the relative sigiteferences and other terms of

which or any series within the class will be detiered by the Board of Directors prior to any issuanblone of this stock had been
issued to date.

Stock-Based Compensation

The fair value of all new and modified awards geainihet of estimated forfeitures, is recognizedaspensation expense over the
respective service period. Forfeiture estimateshased on historical experience.
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Bancorp currently has one stock-based compensaliéon Initially, in the 2005 Stock Incentive Pldihere were 735,000 shares of
common stock reserved for issuance of stock basadda. In 2010, shareholders approved a proposahend the 2005 Stock
Incentive Plan to reserve an additional 700,000eshaf common stock for issuance under the planofAlune 30, 2013, there were
467,077 shares available for future awards. Baoied©995 Stock Incentive Plan expired in 2005; hesveoptions granted under this
plan expire as late as 2015.

Options and stock appreciation rights (SARs) gréuginerally have been subject to a vesting sched@@% per year. Restricted
shares generally vest over three to five yeardl. awards under both plans have been granted exarcise price equal to the market
value of common stock at the time of grant; optiand SARs expire ten years after the grant datsaribrfeited due to employment
termination.

Grants of restricted stock units (RSUs) to exeeutifficers vest based upon service and a threepgrfsrmance period which begins
January 1 of the first year of the performanceqekriGrantees are not entitled to dividend paymeuatsg the performance period. 1
fair value of these RSUs is estimated based upafaihvalue of the underlying shares on the dataegrant, adjusted for non-
payment of dividends.

As required, Bancorp reduces future stock-basegeosation expense by estimated forfeitures atriduat glate. These forfeiture
estimates are based on historical experience. @pri@as recognized stock-based compensation expeitsm salaries and employee
benefits in the consolidated statements of incasadollows:

For three months endec For six months endec
June 30, June 30,
2013 2012 2013 2012
Stock-based compensation
expense before income taxy  $ 454,000 $ 391,00 $ 985,000 $ 740,00(
Less: deferred tax benefit (159,000 (137,000 (345,000 (259,000)
Reduction of net income $ 295,000 $ 254,000 $ 640,000 $ 481,00(

Bancorp expects to record an additional $920,000axfk-based compensation expense in 2013 foryegrahts outstanding as of
June 30, 2013. As of June 30, 2013, Bancorp h#8%300 of unrecognized stock-based compensatjpense that is expected to be
recorded as compensation expense over the nextdaes as awards vest. Bancorp received cash7&,@d0 and $264,000 from the
exercise of options during the first six month2013 and 2012, respectively.

The fair value of Bancorp’s stock options and SARs estimated at the date of grant using the B&ateles option pricing model, a
leading formula for calculating the value of stagkions and SARs. This model requires the inputifective assumptions, changes
to which can materially affect the fair value estten The fair value of restricted shares is detezthby Bancorp’s closing stock price
on the date of grant.
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The following assumptions were used in option aA& $aluations at the grant date in each year:

Dividend yield

Expected volatility

Risk free interest rai

Forfeitures

Expected life of options and SARs (in years)

2013 2012
2.8(% 2.52%
22.5¢ 22.0¢
1.2¢ 1.44
6.4C 4.2(C
6.€ 7.€

The expected life of options and SARs is basedotmehexperience of past like-term options. Bapamraluated historical exercise
and post-vesting termination behavior when deteingithe expected life for options granted during2@nd 2012.

The dividend yield and expected volatility are lshea historical information corresponding to th@ested life of options and SARs
granted. The expected volatility is the volatilitithe underlying shares for the expected terma amonthly basis. The risk free inter
rate is the implied yield currently available on&J.Treasury issues with a remaining term equtiiecexpected life of the options.

A summary of stock option and SARs activity anéted information for the six months ended June28a3 follows:

Weighted
Weighted Aggregate Weighted Average
Options Average Intrinsic Average Remaining
and SARs Exercise Exercise Value Fair Contractual
(in thousands) Price Price (in thousands) Value Life
At December 31, 201
Vested and exercisak 681 $ 20.17-26.8: $ 23.4: $ 271 $ 5.3¢ 3.5
Unvested 24¢€ 21.0%-26.8¢ 22.6: 77 4.67 7.€
Total outstanding 927 20.17-26.8: 23.21 34¢ 5.1t 4.7
Grantec 54 22.8¢ 22.8¢ 88 3.61
Exercisec (39 20.17-24.0i 20.7: 10z 4.37
Forfeited (4) 21.0:-23.7¢ 22.7¢ 6 4.8¢
At June 30, 201
Vested and exercisak 72t 20.17%-26.8: 23.4¢ 1,06¢ 5.31 8.5
Unvested 21€ 21.0:-26.8: 22.7( 39¢ 4.3€ 8.2
Total outstanding 942 20.17-26.8¢ 23.2¢ $ 1,467 5.0¢ 4.€
Vested during year 79 21.0%-24.81 22.5¢ $ 15€ 4.81

Intrinsic value for stock options is defined as #meount by which the current market price of thdertying stock exceeds the exercise
price. In the first quarter of 2013, Bancorp geah53,598 SARs at the current market price of $23ar81 a Black-Scholes fair value of
$3.61. In the first quarter of 2013, Bancorp grdri6,275 shares of restricted common stock at #ighted average current market

price of
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$22.93. In 2013 and 2012, Bancorp awarded perfocardased RSUs with fair values of $20.38 and $20espectively to executive
officers of the Bank, the three-year performanagopefor which began January 1 of the award yeand®rp believes the most likely
vesting of all RSUs will be 62,389 shares of commtmtk. There were no grants of SARs or restrictedmon stock in the second
quarter of 2013. No stock options have been grasitesk 2007.

(11) NetIncome Per Share

The following table reflects, for the three and signths ended June 30, 2013 and 2012, net incdraen(imerator) and average shares
outstanding (the denominator) for the basic anakelil net income per share computations:

Three months endec Six months endec
June 30 June 30

(In thousands, except per share date 2013 2012 2013 2012
Net income $ 6,407 $ 6,10 $ 13,17F $ 12,60¢
Average shares outstanding 14,20: 13,87 14,01( 13,85¢
Dilutive securities 4C 67 45 57
Average shares outstanding including dilut

securities 14,24 13,94 14,05¢ 13,91¢
Net income per share, ba: $ 0.4 $ 044 $ 094 $ 0.91
Net income per share, dilut $ 0.4t $ 044 $ 094 $ 0.91

(12) Segments

The Bank’s, and thus Bancorp’s, principal actigtieclude commercial banking and investment managéisind trust. Commercial
banking provides a full range of loan and depositipcts to individual consumers and businessesnn@&rcial banking also includes
the Bank’s mortgage origination and securities brage activity. Investment management and trustigees wealth management
services including investment management, trustestate administration, and retirement plan sesvice

The financial information for each business segmeittcts that which is specifically identifiable allocated based on an internal
allocation method. Income taxes are allocated berdtie effective federal income tax rate adjustedny tax exempt activity. All t
exempt activity and provision for loan losses hbgen allocated to the commercial banking segméné measurement of the
performance of the business segments is basedanahagement structure of the Bank and is not sadgscomparable with similar
information for any other financial institution. &nformation presented is also not necessarilicaiive of the segmentsperations i
they were independent entities.
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Selected financial information by business segrfarihe three and six month periods ended Jun@@03 and 2012 follows:

Investment
Commercial management
(in thousands) banking and trust Total
Three months ended June 30, 201
Net interest incom $ 18,94. % 34 $ 18,97¢
Provision for loan losse 1,32t — 1,32¢
Investment management and trust serv — 4,12¢ 4,12¢
All other nor-interest incomt 6,16¢ 14 6,182
Non-interest expense 16,37 2,451 18,827
Income before income taxes 7,41% 1,72¢ 9,13¢
Tax expense 2,122 61C 2,732
Net income $ 5291 $ 1,11¢ $ 6,407
Three months ended June 30, 201
Net interest incom $ 18,25¢ $ 36 $ 18,29¢
Provision for loan losse 2,47¢F — 2,47¢
Investment management and trust serv — 3,67( 3,67(
All other nor-interest incomt 5,61( 10 5,62(
Non-interest expense 14,29: 2,21¢ 16,50¢
Income before income taxes 7,10C 1,50z 8,60z
Tax expense 1,97: 52€ 2,49¢
Net income $ 5127 $ 97¢ $ 6,10:
Investment
Commercial management
(in thousands) banking and trust Total
Six months ended June 30, 201
Net interest incom $ 37,36¢ $ 69 $ 37,43¢
Provision for loan losse 3,65( — 3,65(
Investment management and trust serv — 8,01¢ 8,01¢
All other nor-interest incomt 11,49: 31 11,52«
Non-interest expense 29,96 4,44( 34,40:
Income before income taxes 15,25! 3,67¢ 18,92¢
Tax expense 4,457 1,29¢ 5,751
Net income $ 10,79¢ $ 2371 $ 13,17¢
Six months ended June 30, 201
Net interest incom $ 36,76¢ $ 76 $ 36,84¢
Provision for loan losse 6,55( — 6,55(
Investment management and trust serv — 7,16( 7,16(
All other nor-interest incomt 11,34( 35 11,37¢
Non-interest expense 27,04¢ 4,19¢ 31,24«
Income before income taxes 14,51 3,07t 17,58¢
Tax expense 3,904 1,07 4,981
Net income $ 10,607 $ 1,99¢ $ 12,60¢
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(13) Income Taxes

US GAAP provides guidance on financial statemeobgaition and measurement of tax positions takeexpected to be taken, in tax
returns. As of June 30, 2013 and December 31,,28&2jross amount of unrecognized tax benefitsf¥&s000 and $70,000,
respectively. If recognized, the tax benefits wloidduce tax expense and accordingly, increaseecmine. The amount of
unrecognized tax benefits may increase or deciadbe future for various reasons including addingounts for current tax year
positions, expiration of open income tax returns thustatutes of limitation, changes in managemsgutigment about the level of
uncertainty, status of examination, litigation degislative activity and the addition or eliminatiof uncertain tax positions.

Bancorp’s policy is to report interest and penaltieany, related to unrecognized tax benefitm@ome tax expense. As of June 30,
2013 and December 31, 2012, the amount accruatdqrotential payment of interest and penalties $&800 and $4,000,
respectively.

(14) Fair Value Measurements

Bancorp follows the provisions of the authoritatjngdance for fair value measurements. This guidas definitional and disclosure
oriented and addresses how companies should afpnoegsuring fair value when required by US GAAPe ghidance prescribes
various disclosures about financial statement categ and amounts which are measured at fair villaech disclosures are not
already specified elsewhere in US GAAP.

The authoritative guidance defines fair value asptice that would be received to sell an asspaat to transfer a liability in an
orderly transaction between participants at thesmesment date. The guidance also establishesadfig to group assets and
liabilities carried at fair value in three leveladed upon the markets in which the assets anditiebirade and the reliability of
assumptions used to determine fair value. Thesddeare:

« Levell Valuation is based upon quoted prices for idenfitsttuments traded in active markets.

e Level2 Valuation is based upon quoted prices for simidgtruments in active markets, quoted prices fantidel or
similar instruments in markets that are not actarel model-based valuation techniques for whickighificant assumptions are
observable in the market.

* Level3 Valuation is generated from model-based technitjusisuse significant assumptions not observabtedérmarket.
These unobservable assumptions would reflect iaterstimates of assumptions that market particgpaoiuld use in pricing the
asset or liability. Valuation techniques could ird# pricing models, discounted cash flows and athmeilar techniques.

Bancorp’s policy is to maximize the use of obselgabputs and minimize the use of unobservabletmpufair value measurements.
Where there exists limited or no observable madkéd, Bancorp uses its own estimates generallyiagensg characteristics of the
asset/liability, the current economic and compsditnvironment and other factors. For this reasgsults cannot be determined with
precision and may not be realized on an actual@almediate settlement of the asset or liability.

Bancorp’s investment securities available for sald interest rate swaps are recorded at fair \@iuerecurring basis. Other accounts
including mortgage loans held for sale, mortgageisiag rights, impaired loans and other real estatned may be recorded at fair
value on a non-recurring basis, generally in thaiegtion of lower of cost or market adjustmentswite-downs of specific assets.
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The portfolio of investment securities available $ale is comprised of U.S. Treasury and otherddx®rnment obligations, debt
securities of U.S. government-sponsored corporafiorortgage-backed securities and obligationsabé stnd political subdivisions.
Trust preferred securities are priced using quptezks of identical securities in an active markehese measurements are classifie
Level 1 in the hierarchy above. All other secestare priced using standard industry models origeatwith various assumptions st
as yield curves, volatility, prepayment speedsadifrates, time value, credit rating and marketgs for the instruments. These
assumptions are generally observable in the matikeé and can be derived from or supported by ubbéx data. These measuremt
are classified as Level 2 in the hierarchy above.

Interest rate swaps are valued using primarily L2viaputs. Fair value measurements are obtaired &in outside pricing service.
Prices obtained are generally based on dealer gjumtachmark forward yield curves, and other relevhservable market data. For
purposes of potential valuation adjustments tovadisie positions, Bancorp evaluates the credit ofsiks counterparties as well as its
own credit risk. To date, Bancorp has not realaey losses due to a counterparty’s inability tdqgren and the change in value of
derivative assets and liabilities attributable tedit risk was not significant during 2013.

Below are the carrying values of assets measurkiratalue on a recurring basis.

Fair value at June 30, 201:
(in thousands) Total Level 1 Level 2 Level 3

Assets
Investment securities available for sal
U.S. Treasury and other U.S. government

obligations $ 35,000 $ — $ 35,000 $ —
Government sponsored enterprise obligat 136,94: — 3 136,94: —
Mortgagebacked securitie 159,36 — 159,36 —
Obligations of states and political subdivisions 71,49: — 71,49' —
Total investment securities available for sal 402,80° — 402,80° —
Interest rate swaps 31E — 31E —
Total assets $ 403,12: $ — $ 403,12. $ —
Liabilities
Interest rate swaps $ 31t $ — $ 31 % —
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Fair value at December 31, 201
(in thousands) Total Level 1 Level 2 Level 3
Assets
Investment securities available for sal
U.S. Treasury and other U.S. government

obligations $ 98,00 $ — $ 98,00 $ —
Government sponsored enterprise obligat 85,74¢ — 3 85,74¢ —
Mortgagebacked securitie 140,88: — 140,88: —
Obligations of states and political

subdivisions 60,79: — 60,79: —
Trust preferred securities of financial

institutions 1,01¢ 1,01¢ — —
Total investment securities available fol

sale 386,44 1,01¢ 385,42: —
Interest rate swaps 41F — 41F —
Total assets $ 386,85! $ 1,01¢ $ 385,83 $ —
Liabilities
Interest rate swaps $ 41t $ — $ 41t $ —

Bancorp did not have any financial instrumentssifaedd within Level 3 of the valuation hierarchy fassets and liabilities measured at
fair value on a recurring basis at June 30, 201Bemember 31, 2012.

MSRs are recorded at fair value upon capitalizatwa amortized to correspond with estimated sinyimcome, and are periodically
assessed for impairment based on fair value aefharting date. Fair value is based on a valuatiodel that calculates the present
value of estimated net servicing income. The mougrporates assumptions that market participaotddvuse in estimating future r
servicing income. These measurements are classifiegvel 3. At June 30, 2013 and December 312 #tdre was no valuation
allowance for the mortgage servicing rights, asfélirevalue exceeded the cost. Accordingly, theRd@re not included in either table
below for June 30, 2013 or December 31, 2012.

Mortgage loans held for sale are recorded at tivell@f cost or market value. The portfolio is commed of residential real estate loans
and fair value is based on specific prices of ulyiteg contracts for sales to investors. These messents are classified as Level 2.
Because the fair value of the loans held for sateeded their carrying value, they are not includegither table below for June 30,
2013 or December 31, 2012.

Other real estate owned, which is carried at thestaf cost or fair value, is periodically asseskrdmpairment based on fair value at
the reporting date. Fair value is determined feotternal appraisals using judgments and estimdtesternal professionals. Many of
these inputs are not observable and, accordingbget measurements are classified as Level 3. n&t 3@, 2013 and December 31,
2012, the carrying value of other real estate owmasl $7,619,000 and $7,364,000, respectively. 1Qdea estate owned is not
included in either table below, as the fair valfithe properties exceeded their carrying valuaiae B0, 2013 and December 31, 2012.
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For impaired loans in the following table, the fe@ue is calculated as the carrying value of dodns with a specific valuation
allowance, less the specific allowance. As of BMe2013, total impaired loans with a valuatidoabnce were $15.7 million, and t
specific allowance totaled $3.4 million, resultinga fair value of $12.3 million, compared to totabaired loans with a valuation
allowance of $15.2 million, and the specific allowa allocation totaling $3.6 million, resultingarfair value of $11.6 million at
December 31, 2012. The losses represent the cliatiye specific allowances for the period indickate

Below are the carrying values of assets measurfdratalue on a non-recurring basis.

Losses for 6 montt

Fair value at June 30, 201: period ended
(in thousands) Total Level 1 Level 2 Level 3 June 30, 201:
Impaired loans $ 12,26¢ $ — $ — $ 1226¢ $ (76)
Losses for 6 montt
Fair value at December 31, 201 period ended
(in thousands) Total Level 1 Level 2 Level 3 June 30, 201:
Impaired loans $ 11628 $ — $ — $ 1162 3 (3,990

In the case of the securities portfolio, Bancormitors the valuation technique utilized by pricigencies to ascertain when transfers
between levels have occurred. The nature of tmairgng assets and liabilities is such that trarssfeand out of any level are expec
to be rare. For the three months ended June 33, #ere were no transfers between Levels 1, 2, or
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(15)

Fair Value of Financial Instruments

The following table presents the carrying amouessimated fair values, and placement in the fdineshierarchy of financial

instruments at June 30, 2013 and December 31, 2012.

Carrying

(in thousands) Amount Fair Value Level 1 Level 2 Level 3
June 30, 201:
Financial assets
Cash and shc-term investment $ 7765 $ 77,65 77,657 — —
Mortgage loans held for sa 7,08( 7,19t — 7,19t —
Federal Home Loan Bank stock and other

securities 7,347 7,347 — 7,347 —
Loans, ne 1,635,01. 1,655,57 — — 1,655,57!
Accrued interest receivab 5,65¢ 5,65¢ 5,65¢ — —
Financial liabilities
Deposits $ 1,864,84 $ 1,867,67 — 1,867,67! —
Shor-term borrowings 85,33¢ 85,33¢ — 85,33¢t —
Long-term borrowings 62,75¢ 61,107 — 61,107 —
Accrued interest payab 14C 14C 14C — —
Off balance sheet financial instruments
Commitments to extend cre( $ 404,84 $ — — — —
Standby letters of credit 14,96 (229 — — (224)

Carrying

(in thousands) Amount Fair Value Level 1 Level 2 Level 3
December 31, 2012
Financial assets
Cash and shc-term investment $ 67,70: $ 67,70 67,70 — —
Mortgage loans held for sa 14,047 14,43: — 14,43 —
Federal Home Loan Bank stock and other

securities 6,18( 6,18( — 6,18( —
Loans, ne 1,552,71. 1,583,01: — — 1,583,01:
Accrued interest receivab 5,091 5,091 5,091 — —
Financial liabilities
Deposits $ 1,781,69 $ 1,786,04 — 1,786,04 —
Shor-term borrowings 75,597 75,597 — 75,597 —
Long-term borrowings 62,78: 62,82¢ — 62,82¢ —
Accrued interest payab 16€ 16€ 16€ — —
Off balance sheet financial instruments
Commitments to extend cre( $ 386,37. $ — — — —
Standby letters of credit 14,75\ (227) — — (227)
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Management used the following methods and assungptamestimate the fair value of each class offife instrument for which it is
practicable to estimate the value.

Cash, short-term investments, accrued interest redgble/payable and short-term borrowings

For these short-term instruments, the carrying arhsua reasonable estimate of fair value.

Federal Home Loan Bank stock and other securities

For these securities without readily available mearialues, the carrying amount is a reasonablmattiof fair value.
Mortgage loans held for sale

The fair value of mortgage loans held for saledtedmined by market quotes for similar loans basetban type, term, rate, size and
the borrower’s credit score.

Loans, net

US GAAP prescribes the exit price concept for eating fair value of loans. Because there is najuad market (exit price) for
trading the predominant types of loans in Bancopgfolio, the fair value of loans is estimateddigcounting future cash flows using
current rates at which similar loans would be madeorrowers with similar credit ratings and foe ttame remaining maturities (e.g.
entrance price).

Deposits

The fair value of demand deposits, savings accoants certain money market deposits is the amaaydlge on demand at the
reporting date. The fair value of fixed-rate céctifes of deposits is estimated by discountinguhge cash flows using the rates
currently offered for deposits of similar remainimgturities.

Long-term borrowings

The fair value of long-term borrowings is estimabgddiscounting the future cash flows using estésaif the current market rate for
instruments with similar terms and remaining maiesi

Commitments to extend credit and standby letters ofredit

The fair values of commitments to extend creditemtmated using fees currently charged to entersimilar agreements and the
creditworthiness of the customers. The fair valfestandby letters of credit are based on feesatiyr charged for similar agreements
or the estimated cost to terminate them or othersidtle the obligations with the counterpartiethatreporting date.

Limitations

The fair value estimates are made at a specifigtpoitime based on relevant market information aafidrmation about the financial
instruments. Because no market exists for a sigamfiportion of Bancorp’s financial instrumentsy falue estimates are based on
judgments regarding future expected loss experianaeent economic conditions, risk characteristitsarious financial instruments,
and other factors. These estimates are subjectimature and involve uncertainties and mattersgoiificant judgment and therefore
cannot be determined with precision. Therefore ceileulated fair value estimates in many instameesot be substantiated by
comparison to independent markets and, in manyscasasy
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not be realizable in a current sale of the instmim&hanges in assumptions could significantlgetfthe estimates.
(16) Regulatory Matters

Bancorp and the Bank are subject to various caggtplirements prescribed by banking regulationsaamlinistered by state and
federal banking agencies. Under these requiremBats;orp and the Bank must meet minimum amountgpanckntages of Tier | and
total capital, as defined, to risk weighted asaat$ Tier | capital to average assets. Risk weighssets are determined by applying
certain risk weightings prescribed by the regulaito various categories of assets and off-balaheet commitments. Capital and risk
weighted assets may be further subject to qualégtidgments by regulators as to components, reghting and other factors. Failt
to meet the capital requirements can result irmgernandatory, and possibly discretionary, conectictions prescribed by the
regulations or determined to be necessary by thdators, which could materially affect the condated financial statements. Banc
and the Bank met all capital requirements to whigy were subject as of June 30, 2013.

The following table sets forth Bancorp’s and theBa risk based capital amounts and ratios as ¢ B0, 2013 and December 31,

2012.
Minimum for Adequately Minimum for Well
June 30, 201: Actual Capitalized Capitalized
(Dollars in thousands) Amount Ratio Amount Ratio Amount Ratio
Total risk-based
capital (1)
Consolidatec $ 270,02: 15.0(% $ 144,01 8.0(% NA NA
Bank 222,12. 12.3% 143,42( 8.0(% $ 179,27! 10.0(%
Tier | risk-based
capital (1)
Consolidatec $ 247,40t 13.7%% $ 71,97 4.0(% NA NA
Bank 199,59¢ 11.1%% 71,66¢ 4.0(% $ 107,50: 6.0(%
Leverage (2
Consolidatec $ 247,40t 11.26% $ 65,91¢ 3.0(% NA NA
Bank 199,59¢ 9.11% 65,72¢ 3.00% $ 109,54! 5.0(%
Minimum for Adequately Minimum for Well
December 31, 201 Actual Capitalized Capitalized
(Dollars in thousands) Amount Ratio Amount Ratio Amount Ratio
Total risk-based
capital (1)
Consolidatec $ 250,83 14.42% $ 139,16: 8.0(% NA NA
Bank 220,13¢ 12.7(% 138,66t 8.0(% $ 173,33: 10.0(%
Tier | risk-based
capital (1)
Consolidatec $ 228,97 13.1% $ 69,54« 4.0(% NA NA
Bank 198,33¢ 11.4%% 69,34¢ 4.0(% $ 104,02 6.00(%
Leverage (2
Consolidatec $ 228,97. 10.7% $ 63,66: 3.0(% NA NA
Bank 198,33¢ 9.3%% 63,50: 3.00% $ 105,83 5.0(%

(1) Ratio is computed in relation to risk-weighted asse
(2) Ratio is computed in relation to average assets.
NA — Not applicable. Regulatory framework does detine well capitalized for holding companies.
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Item 2. Managemer# Discussion and Analysis of Financial Conditiod &esults of Operations

This item discusses the results of operations fgr Bancorp, Inc. (“Bancorp” or “Company”), and gabsidiary, Stock Yards Bank & Trust
Company (“Bank”) for the three and six months endliedle 30, 2013 and compares these periods witkathe periods of the previous year.
Unless otherwise indicated, all references indissussion to the Bank include Bancorp. In addijttbe discussion describes the significant
changes in the financial condition of Bancorp dmelBank that have occurred during the first six themof 2013 compared to the year ended
December 31, 2012. This discussion should be readnjunction with the consolidated financial staémts and accompanying notes
presented in Part 1, Item 1 of this report.

This report contains forward-looking statementsarrttie Private Securities Litigation Reform Acttthrevolve risks and uncertainties.
Although Bancorp believes the assumptions undeglitire forward-looking statements contained heregrreasonable, any of these
assumptions could be inaccurate. Factors that aaulde actual results to differ from results disedsn forward-looking statements include,
but are not limited to the following: economic cdiahs both generally and more specifically in tharkets in which Bancorp and the Bank
operate; competition for Bancorp’s customers fralreoproviders of financial services; governmegtdiation and regulation which change
from time to time and over which Bancorp has notmnchanges in interest rates; material unforesgeanges in liquidity, results of
operations, or financial condition of Bancorp’s ttusers; and other risks detailed in Bancorp’s difirwith the Securities and Exchange
Commission, all of which are difficult to prediatdamany of which are beyond the control of Bancorp.

Overview of 2013 through June 30

Bancorp completed the first six months of 2013 wigh income of $13.2 million or 5% more than thenparable period of 2012. The incre
is due primarily to a lower provision for loan less higher non-interest income and higher netéstéancome, partially offset by higher non-
interest expenses and higher income tax expensete@®earnings per share for the first six moh2013 were $0.94, compared to the first
six months of 2012 at $0.91. Excluding acquisitosts and bargain purchase gain associated vet®litham transaction, diluted earnings
per share for the first six months would have bB@88. See the Non-GAAP Financial Measures seftiodetails on reconciliation to US
GAAP measures.

On April 30, 2013, Bancorp completed the previowsipounced acquisition of 100% of the outstandirayess of THE BANCorp, Inc.
(“Oldham”), parent company of THE BANK — Oldham Gy, Inc. As a result of the transaction, THE BANK Oldham County merged
into Stock Yards Bank & Trust Company. Since tbguasition date, results of operations acquirethenOldham transaction have been
included in Bancorp’s financial results. The Olah&ansaction has been accounted for using thasitign method of accounting and,
accordingly, assets acquired, liabilities assumnmetansideration transferred were recorded at agtidifair value on the acquisition date.
The fair value adjustments resulted in net assetsieed in excess of the consideration paid. Adicmly, a nontaxable gain of $449,000 w
recognized. In connection with the Oldham acqaisjtBancorp incurred expenses totaling $1,548r@0fied to executing the transaction
integrating and conforming acquired operations \aitd into Bancorp.

As is the case with most banks, the primary soaf@ancorp’s revenue is net interest income and feem various financial services
provided to customers. Net interest income iddifference between interest income earned on laamsstment securities and other interest
earning assets less interest expense on deposiir#s@and other interest bearing liabilities. Leafume and the interest rates earned on
those loans are critical to overall profitabiligimilarly deposit volume is crucial to funding I&and rates paid on deposits directly impact
profitability. Business volumes are influenceddwerall economic factors including market intemagés, business spending, consumer
confidence and competitive conditions within therkegplace.
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Net interest income increased $593,000, or 1.6¥%thffirst six months of 2013, compared to thesa@riod in 2012. The net inten

margin declined to 3.78% for the first six montfif013, compared to 4.03% for the same period 220nterest income decreased as the
negative effect of declining interest rates eariéset the positive effect of increased volumesaming assets. Interest expense decreased
even further due to lower funding costs on depasiting from lower interest rates, a more favogat#posit mix, and fewer outstanding
FHLB borrowings.

Also favorably impacting 2013 results, Bancorp’sypsion for loan losses was $3.7 million for thesfisix months of 2013, compared to $6.6
million in the first six months of 2012. The preidn for loan losses is calculated after consideciredit quality factors, and ultimately relies
on an overall internal analysis of the risk in tb&n portfolio. Bancorp’s allowance for loan losseas 1.92% of total loans at June 30, 2013,
compared to 2.01% of total loans at December 31228nd 2.01% at June 30, 2012.

Total non-interest income in the first six montfif013 increased $1.0 million compared to the spared in 2012, and remained consistent
at 34% of total revenues, reflecting increasesestment management and trust services, gainales af mortgage loans, service charge
deposit accounts, and the gain on the Oldham atiquisThe first six months of 2012 results incldd&27,000 of income from Bancorp’s
investment in a domestic private investment funkiicv it liquidated in 2012.

Total non-interest expense in the first six morh2013 increased $3.2 million, or 10%, comparethéobsame period in 2012 due to one-time
acquisition costs related to the Oldham transactimmeases in personnel costs, reflecting higtedfisg levels and normal salary increases,
higher data processing expenses, and higher otimeinterest expense. These increases were paxiédlet by a decrease in net occupancy
expense, due to a one-time rent refund, which led/eent expense in 2013.

Tangible common equity (TCE), a non-GAAP measw®, ineasure of a company’s capital which is usefelaluating the quality and
adequacy of capital. The ratio of tangible commauity to total tangible assets was 9.63% as of €013, compared to 9.52% at
December 31, 2012. See the Non-GAAP Financial Meassection for details on reconciliation to USAFAmeasures.

The following sections provide more details on satg presented in this overview.
a) Results Of Operations

Net income of $6,407,000 for the three months erdded 30, 2013 increased $304,000, or 5.0%, frod086000 for the comparable
2012 period. Basic net income per share was $0rdhe second quarter of 2013, an increase of Zr8% the $0.44 for the second
quarter of 2012. Net income per share on a dilbtesis was $0.45 for the second quarter of 2018pered to $0.44 for the second
quarter of 2012, a 2.3% increase. Excluding adfipuiscosts and bargain purchase gain associatédtiaé Oldham transaction, dilut
earnings per share for the second quarter would haen $0.49. See the Non-GAAP Financial Measeetion for details on
reconciliation to US GAAP measures. Annualized metan average assets and annualized return ongavstackholders’ equity were
1.16% and 11.69%, respectively, for the secondtquaf 2013, compared to 1.20% and 12.59%, respgtifor the same period in
2012.

Net income of $13,175,000 for the six months entlgtk 30, 2013 increased $570,000, or 4.5%, fron6$52000 for the comparable
2012 period. Basic net income per share was $0rhe first six months of 2013, an increase 8P8.from the $0.91 for the first six
months of 2012. Net income per share on a dilbis was also $0.94 for the first six months df®26ompared to $0.91 for the same
period of 2012. Excluding acquisition costs ancgaa purchase gain associated with the Oldhansation, diluted earnings per
share for the first six months would have been&03ee the Non-GAAP Financial
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Measures section for details on reconciliation ® GAAP measures. Annualized return on averagdsaaad annualized return on
average stockholders’ equity were 1.23% and 12.4&%pectively, for the first six months of 2013pgmared to 1.25% and 13.14%,
respectively, for the same period in 2012.

Net Interest Income

The following tables present the average balaneetstfor the three and six month periods ended 3002013 and 2012 along with
related calculation of tax-equivalent net inteiasbme, net interest margin and net interest spieithe related periods. See the notes
following the tables for further explanation.
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Average Balances and Interest Rates — Taxable Equlent Basis

Three months ended June 3!

2013 2012
Average Average Average Average
(Dollars in thousands) Balances Interest Rate Balances Interest Rate
Earning assets:
Federal funds sol $ 95,02¢ $ 72 0.3(% $ 84,95° 62 0.2%
Mortgage loans held for sa 6,471 56 3.47% 5,71¢ 56 3.94%
Securities
Taxable 275,72 1,32¢ 1.95% 213,23! 1,39¢ 2.62%
Tax-exempt 55,52: 41¢ 3.05% 52,15¢ 45€ 3.52%
FHLB stock and other securiti 6,772 64 3.7<% 6,157 55 3.5¢%
Loans, net of unearned income 1,633,89! 19,60¢ 4.81% 1,523,50. 19,70¢ 5.2(%
Total earning assets 2,073,41! 21,54% 4.17%  1,885,72 21,73¢ 4.64%
Less allowance for loan losses 33,24¢ 32,21«
2,040,16 1,853,51.
Non-earning asset:
Cash and due from ban 33,87¢ 31,05¢
Premises and equipme 38,38: 38,15¢
Accrued interest receivable and ot
asset: 94,05 115,19¢
Total assets $ 2,206,47 $ 2,037,92.
Interest bearing liabilities:
Deposits:
Interest bearing demand depo: $ 38542t $ 101 0.11% $ 318,52: $ 13C 0.1€%
Savings deposil 97,43" 9 0.04% 78,02¢ 16 0.0&%
Money market deposi 572,24¢ 29¢ 0.21% 518,53: 464 0.3¢%
Time deposit: 372,35 87¢ 0.94% 385,22¢ 1,271 1.32%
Securities sold under agreements to
repurchasi 54,57¢ 33 0.2%% 57,93( 43 0.3(%
Fed funds purchased and other sh
term borrowings 21,83¢ 9 0.17% 21,86: 8 0.15%
FHLB advance: 31,86¢ 21¢ 2.7¢% 60,42¢ 364 2.42%
Long-term debt 30,90( 772 10.02% 30,90( 772 10.05%
Total interest bearing
liabilities 1,566,64 2,31¢ 0.5%  1,471,42 3,06¢ 0.84%
Non-interest bearing liabilities:
Nonr-interest bearing demand depc 394,20: 325,71
Accrued interest payable and other
liabilities 25,75¢ 45,83
Total liabilities 1,986,60! 1,842,97.
Stockholders equity 219,87: 194,94
Total liabilities and
stockholders’ equity $ 2,206,47 $ 2,037,92
Net interest income $ 19,22¢ $ 18,66¢
Net interest spread 3.5&% 3.8(%
Net interest margin 3.7:% 3.9§%
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Six months ended June 3

2013 2012
Average Average Average Average
(Dollars in thousands) Balances Interest Rate Balances Interest Rate
Earning assets:
Federal funds sol $ 102,70° 152 0.3(% $ 89,34: $ 134 0.3(%
Mortgage loans held for sa 7,157 12C 3.3&% 5,74 11¢ 4.16%
Securities
Taxable 252,95¢ 2,63¢ 2.1(% 206,37( 2,81t 2.7%
Tax-exempt 51,43( 80¢ 3.1%% 52,18 914 3.52%
FHLB stock and other securiti 6,47¢ 12¢ 3.8%% 6,05 11¢ 3.82%
Loans, net of unearned income 1,605,81 38,78¢ 4.8%  1,518,32 39,82 5.21%
Total earning asset: 2,026,54; 42,63( 4.20%  1,878,02: 43,91¢ 4.7(%
Less allowance for loan losses 33,83¢ 31,39(
1,992,70:i 1,846,63.
Non-earning asset:
Cash and due from ban 32,78: 30,56:
Premises and equipme 37,41« 37,81
Accrued interest receivable and ot
asset: 93,60¢ 114,97!
Total assets $ 2,156,51 $ 2,029,98
Interest bearing liabilities:
Deposits:
Interest bearing demand depo: $ 361,76t 18€ 0.1(% $ 310,01: $ 27¢ 0.1¢%
Savings deposil 91,89" 18 0.04% 75,62¢ 32 0.0%
Money market deposi 566,90 59¢ 0.21% 519,43! 92¢ 0.3¢%
Time deposit: 374,02: 1,822 0.9¢% 391,92! 2,687 1.38%
Securities sold under agreements to
repurchasi 55,94¢ 68 0.25% 60,33( 92 0.31%
Fed funds purchased and other sh
term borrowings 20,74" 17 0.17% 20,44° 16 0.1€%
FHLB advance: 31,87( 43€ 2.7¢% 60,42¢ 727 2.42%
Long-term debt 30,90( 1,54¢ 10.08% 32,05¢ 1,56¢ 9.84%
Total interest bearing
liabilities 1,534,05! 4,69( 0.62%  1,470,25! 6,33( 0.871%
Non-interest bearing liabilities:
Nor-interest bearing demand depc 382,96: 320,92:
Accrued interest payable and other
liabilities 25,42¢ 45,88"
Total liabilities 1,942 ,44! 1,837,06.
Stockholders’ equity 214,06¢ 192,91¢
Total liabilities and
stockholders’ equity $ 2,156,511 $ 2,029,98
Net interest income 37,94( $ 37,58¢
Net interest spread 3.62% 3.8:%
Net interest margin 3.7¢% 4.02%
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Notes to the average balance and interest ratestabl

« Netinterest income, the most significant comporéithe Bank’s earnings is total interest inconss lotal interest expense.
The level of net interest income is determinedh®y/rmix and volume of interest earning assets, éstdyearing deposits and
borrowed funds, and changes in interest rates.

* Netinterest spread is the difference betweenakatie equivalent rate earned on interest earrisgtsiless the rate expensed
on interest bearing liabilities.

* Netinterest margin represents net interest incoma taxable equivalent basis as a percentageeoh@® interest earning
assets. Net interest margin is affected by baghnterest rate spread and the level of non-intéresring sources of funds,
primarily consisting of demand deposits and stottkrs’ equity.

< Interest income on a fully tax equivalent basidudes the additional amount of interest income watld have been earnes
investments in certain tax-exempt interest earasgets had been made in assets subject to feabezaltielding the same
aftertax income. Interest income on municipal secuwgitiad loans have been calculated on a fully takvabpnt basis using
federal income tax rate of 35%. The approximatestguivalent adjustments to interest income wef&¥®0 and $373,000,
respectively, for the three month periods endea B 2013 and 2012 and $502,000 and $744,00G&aesply, for the six
month periods ended June 30, 2013 and 2012.

*  Average balances for loans include the principéi@e of non-accrual loans and exclude participat@ans accounted for as
secured borrowings.

Fully taxable equivalent net interest income of 81@illion for the three months ended June 30, 26&Rased $561,000, or 3.0%,
from $18.7 million when compared to the same pelastiyear. Net interest spread and net interesgimavere 3.58% and 3.72%,
respectively, for the second quarter of 2013 aB8%. and 3.98%, respectively, for the second quaft2012.

Fully taxable equivalent net interest income of $37illion for the six months ended June 30, 20i3e¢ased $351,000, or 0.9%, from
$37.6 million when compared to the same periodylaat. Net interest spread and net interest mavgne 3.62% and 3.78%,
respectively, for the first six months of 2013 &83% and 4.03%, respectively, for the first sixtig of 2012.

The net interest margin for the first six month2013 and 2012 included the impact of penaltied pgicustomers due to the early
repayment of loans; these prepayment penaltiedaaliestimated six basis points to both the 2083&12 margin. The net interest
margin was negatively affected by an ongoing loteriest rate environment, a competitive loan maked, the volume of Bancorp’s
excess liquidity, all of which are likely to conti@ in the foreseeable future. Increasing competltan pricing could negatively
impact net interest margin in future quarters.

Approximately $623 million, or 37%, of the Banktsans are variable rate; most of these loans aex@utto the prime rate and may
reprice as that rate changes. However, approxim®Ba5 million, or 55% of variable rate loans, baeached their contractual flool
4% or higher. Approximately $103 million or 17%\&Hriable rate loans have contractual floors bedéw The remaining $175

million or 28% of variable rate loans have no caatual floor. The Bank intends to establish flowhenever possible upon acquisition
of new customers. The Bank’s variable rate loaagpamarily comprised of commercial lines of ctealid real estate loans. At
inception, most of the Bank’s fixed rate loans prieed in relation to the five year Treasury bond.
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Average earning assets increased $146.1 milliah3%o, to $1.99 billion for the first six months2%13 compared to 2012, reflecting
growth in the loan portfolio and investment sedesit Average interest bearing liabilities increh$63.8 million, or 4.3%, to $1.53
billion for the first six months of 2013 compar@d2012 primarily due to increases in interest bgademand, savings and money
market deposits, partially offset by decreasesitificates of deposits, securities sold under egyents to repurchase and FHLB
advances.

Asset/Liability Management and Interest Rate Risk

Managing interest rate risk is fundamental forfthancial services industry. The primary objectdfénterest rate risk management is
to neutralize effects of interest rate changeseirintome. By considering both on and off-balarteees financial instruments,
management evaluates interest rate sensitivityevaitempting to optimize net interest income witthi@ constraints of prudent capital
adequacy, liquidity needs, market opportunities eamstomer requirements.

Interest Rate Simulation Sensitivity Analysis

Bancorp uses an earnings simulation model to ettiarad evaluate the impact of an immediate chamgeerest rates on earnings in a
one year forecast. The simulation model is desigoedflect the dynamics of interest earning assetsrest bearing liabilities and off-
balance sheet financial instruments. By estimatiegeffects of interest rate increases and de@etimmodel can reveal approximate
interest rate risk exposure. The simulation moslelsed by management to gauge approximate resudts g specific change in inter
rates at a given point in time. The model is tfareea tool to indicate earnings trends in giveeriest rate scenarios and does not
indicate actual expected results.

The June 30, 2013 simulation analysis, which shaavg little interest rate sensitivity, indicatesittan increase in interest rates of 100
to 200 basis points would have a negative effectadirinterest income, and a decrease of 100 basitspn interest rates would also
have a negative impact. These estimates are sumeddrelow.

Net interest
income change

Increase 200bp (3.99%
Increase 100b (3.19
Decrease 100k (2.99)
Decrease 200k N/A

Loans indexed to the prime rate, with floors of dé&higher, comprise approximately 21% of total lmasince the prime rate is
currently 3.25%, rates would have to increase rtfrae 75 bp before the rates on such loans will rideis effect, captured in the
simulation analysis above, negatively impacts ffeceof rising rates. In a declining rate envinoent, the current level of rates on
deposits allows little opportunity to further lowetes. The scenario of rates decreasing 200 hqt ieasonably possible given current
low rates for short-term instruments and most diégos

Undesignated derivative instruments described iteN@ are recognized on the consolidated balareet st fair value, with changes
fair value, due to changes in prevailing interests, recorded in other noninterest income. Becaiusetching terms of offsetting
contracts, in addition to collateral provisions alhimitigate the impact of non-performance risk,ndes in fair value subsequent to
initial recognition have a minimal effect on eaggnand are therefore not included in the simutatioalysis results above.
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Provision for Loan Losses

The provision for loan losses was $1.3 million $2db million for the second quarter of 2013 and20#&spectively, and $3.7 million
and $6.6 million for the first six months of 2018da2012, respectively. The provision for loan &ssis calculated after considering
credit quality factors, and ultimately relies onarerall internal analysis of the risk in the Iqaortfolio. The provision reflects an
allowance methodology that is driven by risk ratindancorp continues to see improving economiditioms in its markets. These
business indicators have not been uniformly paesitivof a significance to signal that the economy $trengthened on a sustainable
and consistent basis; however, credit quality rogi@re showing marked improvement. Bancorp intémdsmain cautious in assess
the potential risk in its loan portfolio and expetd maintain the allowance for loan losses atrgdigh levels, at least for the near
term, until credit metrics improve further.

Management utilizes loan grading procedures whaslilt in specific allowance allocations for tharaated inherent risk of loss for
impaired loans. For all loans graded, but notviatlially reviewed for specific allowance allocatira general allowance allocation is
computed using factors typically developed oveetimased on actual loss experience. The specifigendral allocations plus
consideration of qualitative factors represent ngangent’s best estimate of probable losses containtx loan portfolio at the
evaluation date. Although the allowance for loassks is comprised of specific and general allogatibe entire allowance is available
to absorb any credit losses. Based on this ddtaitalysis of credit risk, management considersatiogrance for loan losses adequate
to cover probable losses inherent in the loan pliotht June 30, 2013.

An analysis of the changes in the allowance fon logses and selected ratios for the three anaheinth periods ended June 30, 2013
and 2012 follows:

Three months ended June 3 Six months ended June 3
(Dollars in thousands) 2013 2012 2013 2012
Balance at the beginning of the per $ 32,02: $ 31,20¢ $ 31,881 $ 29,74¢
Provision for loan losse 1,32¢ 2,47" 3,65( 6,55(
Loan charge-offs, net of recoveries (1,367%) (1,909) (3,55)) (4,522)
Balance at the end of the period $ 31,980 $ 3,770 $ 31,98 $ 31,77
Average loans, net of unearned income $ 1,644,838 $ 1544841 $ 1,615,281 $ 1,549,30!
Provision for loan losses to average loans (1) 0.06% 0.16% 0.25% 0.42%
Net loan charc-offs to average loans (1) 0.0£% 0.12% 0.22% 0.2%%
Allowance for loan losses to average loans 1.94% 2.06% 1.9€% 2.05%
Allowance for loan losses to period-end loans 1.92% 2.01% 1.92% 2.01%

(1) Amounts not annualized

Loans are charged off when deemed uncollectibleadlods is identified or after underlying collatdras been liquidated; however,
collection efforts may continue and future recoggninay occur. Periodically, loans are partiallyrged off to the net realizable value
based upon collateral analysis.
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An analysis of net charge-offs by loan categorytiierthree and six month periods ended June 3@ a0d 2012 follows:

Three months Six months

(in thousands) ended June 3( ended June 3(

Net loan chargeoffs (recoveries) 2013 2012 2013 2012
Commercial and industri; $ 13 $ 1,22 $ 16 $ 3,49t
Construction and developme — 10C 1,83¢ 12¢
Real estate mortga¢- commercial investmet 85( 231 83t 41¢
Real estate mortga¢- owner occupied commerci 31¢ (48) 357 (22)
Real estate mortga¢ 1-4 family residentia 217 44 46¢ 131
Home equity (17) 27¢ 35 45¢
Consumer 6 81 4 (83)
Total net loan charge-offs $ 1,367 $ 1,90¢ $ 3,551 $ 4,52:

The increase in net charge-offs in the constructioth development category for the six months eddeé 30, 2013 was largely due to
one relationship which migrated from substandandaio-performing status in the first quarter of 2028 the time of the migration,
Bancorp recorded partial charge-offs on the outitenloans.
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Non-interest Income and Expenses

The following table sets forth the major componeaftaon-interest income and expenses for the thnglesix month periods ended
June 30, 2013 and 2012.

Three months Six months
ended June 3( ended June 3(
(In thousands) 2013 2012 2013 2012
Nor-interest income
Investment management and trust serv $ 4,12¢ % 3,67C $ 8,01t $ 7,16(
Service charges on deposit accot 2,24¢ 2,12¢ 4,24¢ 4,18(
Bankcard transaction reven 1,02( 1,013 1,981 1,98:
Gains on sales of mortgage loans held for 807 86¢€ 1,67¢ 1,60t
Loss on sales of securities available for (5) — (5) —
Brokerage commissions and fe 622 652 1,237 1,19:
Bank owned life insurance incor 25¢ 26C 511 517
Gain on acquisitiol 44¢ — 44¢ —
Other 78€ 70C 1,43: 1,89¢
Total non-interest income $ 10,31: $ 9.29( $ 19,53¢ $ 18,53t
Nor-interest expense
Salaries and employee bene $ 10,02. $ 9,42¢ $ 19,67¢ $ 18,47¢
Net occupancy expen: 1,43¢ 1,464 2,66¢€ 2,83
Data processing expen 1,81¢ 1,522 3,17¢ 2,83t
Furniture and equipment exper 28¢ 32¢ 577 61¢
FDIC insurance expen: 357 34¢€ 707 697
Acquisition cost 1,54¢ — 1,54¢ —
Other 3,35¢€ 3,42¢ 6,05( 5,78:
Total non-interest expenses $ 18,82 $ 16,50¢ $ 34,40 $ 31,24«

Total noninterest income increased $1,021,000, or 11.0%hfosecond quarter of 2013 and increased $1,00400(%.4% for the firs
six months of 2013, compared to the same perio@91r2.

Investment management and trust services incomehwebnstitutes an average of 40% of non-interegtme, increased $459,000, or
12.5%, in the second quarter of 2013, and $855&001.9% for the first six months, as comparetht&osame periods in 2012,
primarily due to an increased market value of assetier management. The magnitude of investmenagement and trust revenue
distinguishes Bancorp from other community banksiwiilar asset size. Along with the effects of noying broader investment
market conditions, this area of the Bank continteegrow through attraction of new business andntede of existing business, net of
normal attrition. Trust assets under managemehira 30, 2013 were $2.05 billion, compared to $biBi®n at June 30, 2012. Most
recurring fees earned for managing accounts ardbas a percentage of market value on a monthig ba#hile fees are based on
market values, they typically do not fluctuate dile with the overall stock market. Accounts uspabntain fixed income and equity
asset classes, which generally react inverselpdb ether. Some revenues of the investment marexgeand trust department, most
notably executor, insurance, and some employedfibptan-
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related fees, are non-recurring in nature andithiag of these revenues corresponds with the r@latininistrative activities.

Service charges on deposit accounts increased X, 3r 5.6%, in the second quarter of 2013, arOB®, or 1.5%, for the first six
months of 2013, as compared to the same perio2l3lia. Service charge income is driven by transactolume, which can fluctuate
throughout the year. A significant component of/&® charges is related to fees earned on overdchecking accounts. This source
of income has experienced a downward trend ovepdlsétwo years due to customer awareness an@gedeegulatory restrictions.
Management expects this trend to continue.

Bankcard transaction revenue was virtually flattfa@ second quarter and the first six months oB20@mpared to the same periods in
2012, and primarily represents income the Bankvderfrom customers’ use of debit cards. Most if thvenue is interchange income
based on rates set by service providers in a cativpainarket. Beginning in October 2011, this rat&s set by the Federal Reserve
Board for banks with over $10 billion in assetshil& this threshold indicates Bancorp will not beedtly affected, it appears this
change will affect Bancorp as vendors gravitatlier cost interchanges. While there are many tairgies about its effect or
ultimately when these changes may take place, dueliFrank legislation will negatively affect thiswsce of income.

Gains on sales of mortgage loans decreased $5%08®8%, in the second quarter of 2013, and irra@&69,000, or 4.3%, for the
first six months of 2013, as compared to the saem®gs in 2012. The Bank’s mortgage banking depamnt originates residential
mortgage loans to be sold in the secondary malriktet.est rates on the loans sold are locked wighottrrower and investor prior to
closing the loans, thus Bancorp bears no inteegstrisk related to these loans. The departméeatsotonventional, VA and FHA
financing, for purchases and refinances, as wegdragrams for first time home buyers. Interestgate mortgage loans directly impact
the volume of business transacted by the mortgagkiihg division. Customers continued to take athg of historically low rates to
refinance as well as purchase homes. The effedgaiasing volume of loans sold in the first sonths of 2013 was more than offset
by higher gains per loan. In the second quartarket rates for mortgage loans increased, resutit@wver volume of refinance
activity.

In the second quarter of 2013, in the ordinary sewf investment management, Bancorp sold obligatid state and political
subdivisions par value of $385,000, generatingsa &f $5,000. These securities, acquired in thé®idtransaction, were sold because
they did not meet Bancorp’s current investmentasgia No securities were sold in 2012.

Brokerage commissions and fees decreased $30,08(5%, in the second quarter of 2013, and incit&gd,000 or 3.7% for the first
six months of 2013, as compared to the same paTia12, corresponding to overall brokerage volurBeokerage commissions and
fees earned consist primarily of stock, bond antualifund sales as well as wrap fees on accouvisp fees are charges for
investment programs that bundle together a suisenfices, such as brokerage, advisory, reseandimanagement, and based on a
percentage of assets. Bancorp deploys its brgkerarily through its branch network, while largeanaged accounts are serviced in
the investment management and trust department.

Bank Owned Life Insurance (BOLI) income totaled $2B0 and $260,000 for the second quarter of 2083812, respectively, and
totaled $511,000 and $517,000 for the first six themf 2013 and 2012, respectively. BOLI represéme cash surrender value for
insurance policies on certain key employees whe lpgvided consent for the Bank to be the beneficéa portion of such policies.
Any proceeds received under the policies and tla¢eré change in cash surrender value are recosirdrainterest income. This
income helps offset the cost of various employaebts.
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The Oldham transaction has been accounted for tistsngcquisition method of accounting and, accglgirassets acquired, liabilities
assumed and consideration transferred were recatdestimated fair value on the acquisition datbke fair value adjustments resulted
in net assets acquired in excess of the considarptid. Accordingly, a non-taxable gain of $44®,0vas recognized.

Other noninterest income increased $86,000, or 12.3%, irséloend quarter of 2013 as compared to the sanwper2012, primaril
due to a $67,000 increase in fees related to mgetggEnding, and a variety of other factors, noneluith were individually significan
Other non-interest income decreased $465,000,.6824n the first six months of 2013 as comparethéosame period in 2012,
primarily due to a $627,000 increase in the valude domestic private investment fund in the fgsarter of 2012. Management
liquidated its investment in this fund effective idia 31, 2012. This decrease was partially offsed briety of other factors, none of
which were individually significant.

Total non-interest expenses increased $2,314,0004.6%, for the second quarter of 2013 as comp@réte same period in 2012 and
$3,157,000, or 10.1%, for the first six months 812 as compared to the same period in 2012.

Salaries and employee benefits increased $59500@)3%, for the second quarter of 2013, and $100W) or 6.5% for the first six
months of 2013, as compared to the same perio281df, largely due to increased staffing levelspradrincreases in salaries, higher
health insurance costs and stock-based compensagi@mse. Increased staffing levels included sestédf with higher per capita
salaries in wealth management, lending and loarirastmration functions and the expected staff insesaresulting from the Oldham
transaction. At June 30, 2013, the Bank had 5[l 1ifwe equivalent employees compared to 482 aé Bf) 2012.

Net occupancy expense decreased $29,000, or 1(¥e second quarter of 2013, and $167,000, or ma%e first six months of
2013, as compared to the same periods of 2012aphndue to a $150,000 one-time rent refund oatedeased facilities which
lowered rent expense in the first quarter of 2013.

Data processing expense increased $297,000, d¥lif.the second quarter of 2013, and $340,0002d% for the first six months of
2013, compared to the same periods of 2012, ladysdyto increased computer equipment maintenarste pelated to investments in
new technology needed to improve the pace of dglighannels and internal resources.

Furniture and equipment expense decreased $40r0N39 for the second quarter of 2013, and $41,006.6% for the first six
months of 2013, as compared to the same perio28lia. These fluctuations relate to a variety ofdes, none of which were
individually significant.

FDIC insurance expense increased $11,000, or 3&%he second quarter of 2013, and $10,000 or Tathe first six months of
2013, as compared to the same periods in 2012.a3$wssment is calculated and adjusted quartetlyebiyDIC.

In connection with the Oldham acquisition, Bancimqurred expenses related to executing the traieseand integrating and
conforming acquired operations with and into Bapcdihose expenses consisted largely of converdiegstems and/or integration of
operations, professional services, costs relatéertoination of existing contractual arrangemerit®ldham to purchase various
services; initial marketing and promotion expergdesigned to introduce Bancorp to its new custongerd;printing, postage, supplies,
and other costs of completing the transaction.
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A summary of acquisition costs included in the adidsited statement of income follows:

(in thousands) Amount

Data conversion expens $ 90¢€
Consulting 262
Salaries and employee bene 10z
Legal 9€
All other 181
Total acquisition costs $ 1,54¢

Other non-interest expenses decreased $68,000%ri8.the second quarter of 2013, and increased,®26 or 4.6% for the first six
months of 2013, as compared to the same peric23l. The year to date increase is due largely to@ease of $126,000 in MSR
amortization and $98,000 in amortization of theecdeposit intangible asset recorded as a restiied®ldham transaction. This
category also includes legal and professional faeeertising, printing, mail and telecommunicatiomsne of which had individually
significant variances.

Bancorp’s second quarter efficiency ratio was 6% & mpared with 59.05% in the second quarter kaat.yExcluding acquisition
costs and gains and expenses resulting from thea@idransaction, the adjusted efficiency ratictfier second quarter of 2013 was
59.38%. See the Non-GAAP Financial Measures seétiodetails on reconciliation to US GAAP measures

Income Taxes

In the second quarter of 2013, Bancorp recordeshigctax expense of $2,732,000, compared to $2,899¢0 the same period in
2012. The effective rate for the three month gkvi@as 29.9% in 2013 and 29.1% in 2012. Bancorprdex income tax expense of
$5,751,000 for the first six months of 2013, coneplatio $4,981,000 for the same period in 2012. &ffective rate for the six month
period was 30.4% in 2013 and 28.3% in 2012. Thee&se in the effective tax rate was primarily ttuan increase in pre-tax net
income, a reduction in tax exempt interest as aquetage of pre-tax net income, and a 2013 adjustretied to tax credits.

Commitments
Bancorp uses a variety of financial instrumentghanormal course of business to meet the finameiatls of its customers. These
financial instruments include commitments to exteratlit and standby letters of credit. A discusgibBancorp’s commitments is

included in Note 7.

Other commitments discussed in Bancorp’s AnnualoRegn Form 10-K for the year ended December 31228ave not materially
changed since that report was filed, relative talitative and quantitative disclosures of fixed aederminable contractual obligations.
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b)

Financial Condition
Balance Sheet

Total assets increased $110.3 million, or 5.1%mf&2.15 billion on December 31, 2012 to $2.26 dillon June 30, 2013. The most
significant contributor to the increase was loamsich increased $82.4 million in the first six mosias the result of increased organic
production and the Oldham acquisition, which cdmitred $38.8 million. Securities available for salereased $16.4 million, due
largely to the Oldham acquisition, which added $58illion, offset by maturing securities in thesfiquarter which were matched with
short-term seasonal deposits which also decreashe ffirst quarter of 2013. Federal funds sotdéased $11.1 million, while
mortgage loans held for sale decreased $7.0 million

Total liabilities increased $95.1 million, or 4.9%9m December 31, 2012 to $2.04 billion on Jung2®1.3. The most significant
component of the increase was deposits, which ase $83.2 million, or 4.7%, largely as a resuthefOldham transaction, which
added $122.3 million, partially offset by expecteithdrawals and maturities of shagrm seasonal deposits in the first quarter. Fa
funds purchased increased $12.2 million on Jun@@D3 to cover short-term funding needs. Secsri@d under agreement to
repurchase decreased $2.5 million or 4.2%, and titlislities increased $2.2 million or 9.7%.

Elements of Loan Portfolio

The following table sets forth the major classificas of the loan portfolio.

(in thousands)

Loans by Type June 30, 201% December 31, 201
Commercial and industrii $ 474,25 $ 426,93(
Construction and developme 133,46: 131,25!
Real estate mortgag
Commercial investmer 419,03! 414,08:
Owner occupied commerci 321,51¢ 304,11
1-4 family residentia 180,70( 166,28(
Home equity- first lien 38,59¢ 39,36:
Home equity - junior lien 65,48¢ 65,79(
Subtotal: Real estate mortgage 1,025,33 989,63:
Consumer 33,93t 36,78(
Total Loans $ 1,666,99. $ 1,584,59.

Bancorp enters into loan participation agreemeiitts @orrespondent banks in the ordinary courseusfriess to diversify credit risk.
For certain participation loans, Bancorp has rethieffective control of the loans, typically bytreging the participating institutions
from pledging or selling their share of the loatheut permission from Bancorp. US GAAP requiressthloans to be recorded as
secured borrowings. These loans are includedercéimmercial and industrial and real estate moedaan totals above, and a
corresponding liability is recorded in other lidtids. At June 30, 2013 and December 31, 2012tatad loans of this nature were $1
million and $7.7 million respectively.
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Non-performing Loans and Assets

Information summarizing non-performing assets,udelg non-accrual loans follows:

(Dollars in thousands) June 30, 201: December 31, 201
Non-accrual loan: $ 20,88t $ 18,36(
Troubled debt restructurir 8,56¢ 10,96¢
Loans past due 90 days or more and still accruing 2,017 71¢
Non-performing loan: 31,46¢ 30,04¢
Foreclosed real estate 7,61¢ 7,36¢4
Non-performing assets $ 39,08 $ 37,41;
Non-performing loans as a percentage of total Ic 1.8<% 1.9(%
Non-performing assets as a percentage of total assets 1.7% 1.74%

The following table sets forth the major classificas of non-accrual loans:

(in thousands)

Non-accrual loans by type June 30, 201: December 31, 201
Commercial and industrii $ 50€ $ 1,55¢
Construction and developme 12,79¢ 10,86
Real estate mortga¢- commercial investmet 3,60¢ 2,07
Real estate mortga¢ owner occupied commerci 1,86¢ 1,52¢
Real estate mortga¢ 1-4 family residentia 1,90¢ 2,27¢
Home equity and consumer loans 20€ 58
Total loans $ 20,88¢ $ 18,36(

Bancorp has six borrowers, all in our primary marieno account for $15.2 million or 73% of totalmaccrual loans. Each of these
loans is secured predominantly by commercial adeggial real estate, and management estimatesmaindss exposure after
consideration of collateral. The balance of nocraal loans, totaling $5.7 million, is comprisedaofarger number of borrowers with
smaller balances. Each loan is individually eviedddor impairment in conjunction with the overallowance methodology.

¢) Liquidity
The role of liquidity management is to ensure fuadsavailable to meet depositors’ withdrawal aaddwers’credit demands while
the same time maximizing profitability. This is acgplished by balancing changes in demand for fuvittechanges in the supply of
those funds. Liquidity is provided by short-termuid assets that can be converted to cash, invasseeurities available for sale,
various lines of credit available to Bancorp, amel ability to attract funds from external sourqadcipally deposits.
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Management believes it has the ability to incresegosits at any time by offering rates slightlyiH@gthan the market rate.

Bancorp’s most liquid assets are comprised of eashdue from banks, available for sale marketatdestment securities and federal
funds sold. Federal funds sold totaled $36.2 amiltat June 30, 2013. These investments normallg bagrnight maturities and are
used for general daily liquidity purposes. The failue of the available for sale investment poitfatas $402.8 million at June 30,
2013, and included an unrealized net gain of $4RY,,The portfolio includes maturities of approxielgit$90.5 million over the next
twelve months, which, combined with federal fundiisoffer substantial resources to meet either loaw demand or reductions in
Bancorp’s deposit funding base. Bancorp pledgetigoar of its investment securities portfolio to secpublic fund deposits, cash
balances of certain investment management andacasunts, and securities sold under agreemengptwchase. At June 30, 2013,
total investment securities pledged for these pep@omprised 36% of the available for sale investrportfolio, leaving $258.6
million of unpledged securities.

Bancorp has a large base of core customer depdsiteed as demand, savings, and money market di@goesunts. At June 30, 2013,
such deposits totaled $1.49 billion and represe8@8d of Bancorp’s total deposits. Because these deposits are less volatile and are
often tied to other products of Bancorp throughgltasting relationships they do not put heavy pressn liquidity. However, many
Bancorp’s overall customer deposit balances ahéstdrically high levels. When overall confiderinemarket conditions improves,
management believes corporate customers will degdsh in their businesses, causing these balamckestease, putting some strain
on Bancorp’s liquidity position. As of June 30,130 Bancorp had only $6.6 million or 0.4% of tadalposits, in brokered deposits,
which are predominantly comprised of CertificateDafposit Account Registry Service (CDARs) depositprogram which allows
Bancorp to offer FDIC insurance up to $50 milliondeposits per customer through reciprocal agretswath other network
participating banks.

With regard to credit available to Bancorp, the B&na member of the Federal Home Loan Bank of @imati (“FHLB”). As a
member, the Bank has access to credit productsedfiiLB. As of June 30, 2013, the Bank’s additidr@arowing capacity with the
FHLB was approximately $336.1 million. Additionalithe Bank had available federal funds purchasess with correspondent banks
totaling $77.7 million.

Bancorp’s principal source of cash revenues igdends paid to it as the sole shareholder of th&Ba&wn June 30, 2013, the Bank may
pay up to $3.6 million in dividends to Bancorp vath regulatory approval subject to the ongoing tedpequirements of the Bank.

d) Capital Resources

At June 30, 2013, stockholders’ equity totaled $220illion, an increase of $15.3 million since Dextxer 31, 2012. See the
Consolidated Statement of Changes in Stockholdiggsity for further detail of the changes in equgigce the end of 2012.
Accumulated other comprehensive (loss) income wHahBancorp, consists of net unrealized gainslaases on securities available
for sale and a minimum pension liability adjustmergt of taxes, totaled a loss of $182,000 at 3013 and income of $5.4 milli
at December 31, 2012. The change since year entkifection the effect of change in interestgain the valuation of the Bank’s
portfolio of securities available for sale and nmdites within the investment portfolio. The unrigald pension liability is adjusted
annually by reference to updated actuarial data.

Bank holding companies and their subsidiary bam&sequired by regulators to meet risk based dagtiimdards. These standards, or
ratios, measure the relationship of capital toralmioation of balance sheet and off-balance shsks$.riThe values of both balance
sheet and off-balance sheet items are adjusted to
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reflect credit risks. To be categorized as wellitzdiged, the Bank must maintain a total risk-basagital ratio of at least 10%; a Tier 1
ratio of at least 6%; and a leverage ratio of asié&%.

The following table sets forth Bancorp’s and thenBa risk based capital ratios as of June 30, 20d8December 31, 2012.

June 30, December 31
2013 2012

Total risk-based capital (1

Consolidatec 15.0(% 14.42%

Bank 12.3%% 12.7%
Tier | risk-based capital (1

Consolidatec 13.7%% 13.1%

Bank 11.10% 11.4%%
Leverage (2

Consolidatec 11.2¢% 10.7%

Bank 9.11% 9.31%

(1) Ratio is computed in relation to risk-weighted asse
(2) Ratio is computed in relation to average assets.

The strengthening of Bancorp’s capital position desurred concurrently with growth in assets, rsoaaesult of shrinkage of the
balance sheet. Bancorp intends to maintain caggitigls at these historically high levels at leatilisuch time as the economy
demonstrates sustained improvement and to remdipastioned to pursue expansion and other oppitfas that may arise. $12.2
million of the increase in Bancorp’s capital dur2@l3 was the result of issuance of stock for th#h@m transaction. The decrease in
the capital ratios for the Bank were a result ofremmease of $18.5 million of additional paid-irp@al as a result of the Oldham
transaction and year-to-date net income, which wéfset by special dividends to Bancorp totalin® $2illion in the second quarter of
2013, which were part of a tax minimization strgteg
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e)

Non-GAAP Financial Measures

In addition to capital ratios defined by bankingukators, Bancorp considers various ratios wheluatiag capital adequacy, includil
tangible common equity to tangible assets, andidd@igommon equity per share, all of which are GRAP measures. Bancorp
believes these ratios are important because afwhééspread use by investors as means to evatapttal adequacy, as they reflect
level of capital available to withstand unexpeateatket conditions. Because US GAAP does not irekapital ratio measures, there
are no US GAAP financial measures comparable teethatios.

The following table reconciles Bancorp’s calculatiaf the measures to amounts reported under US GAAP

Amounts in thousands

(in thousands, except per share datz June 30, 201: December 31, 201
Tangible Common Equity Ratio

Total equity (a $ 220,35 $ 205,07!
Less core deposit intangik (2,445 —
Less goodwill (682) (682)
Tangible common equity (c) $ 217,22' $ 204,39:
Total assets (k $ 2,258,601 2,148,26:
Less core deposit intangit $ (2,445

Less goodwill (682) (682)
Total tangible assets (d) $ 2,25547. $ 2,147 58l
Total shareholde’ equity to total assets (a/ 9.7¢% 9.55%
Tangible common equity ratio (c/d) 9.65% 9.572%
Number of outstanding shares 14,50¢ 13,91¢
Book value per share (a/ $ 15.1¢ $ 14.7¢
Tangible common equity per share (c/e) 14.9% 14.6¢
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In addition to earnings per share ratios defineddByGAAP, Bancorp considers net income per sham dituted basis, excluding
acquisition costs and bargain purchase gains. @praiso considers the adjusted efficiency ratxa|ueling acquisition costs and
bargain purchase gains. Bancorp believes thesisraté important because of their widespread usevegtors as means to evaluate
core earnings, as they exclude significant one-ameunts recorded in earnings.

Three months endec Six months endec

(In thousands, except per share date June 30, 201: June 30, 201:

Net income $ 6,401 $ 13,17t
less: bargain purchase gi (449) (449)
plus: acquisition costs, net of tax 1,062 1,062

Adjusted net income $ 7,02( $ 13,78¢

Average shares outstanding including dilutive siiesr 14,24 14,05¢

Net income per share, dilut $ 0.4t $ 0.94

Net income per share, diluted, excluding acquisitiosts and bargain purchase ¢ $ 0.4¢ $ 0.9¢

Total nor-interest income as report $ 10,31: % 19,53¢

Less gain on acquisition (449) (449)

Adjusted total non-interest income 9,86% 19,09(

Total nor-interest expens 18,82 34,401

Less acquisition costs (1,549 (1,549

Adjusted total non-interest expense 17,27¢ 32,85:

Net Interest income (FTE $ 19,22¢ % 37,94(

Efficiency ratio as reporte 63.7% 59.85%

Adjusted efficiency ratio 59.3% 57.61%

f)  Recently I ssued Accounting Pronouncements

In February 2013, the Financial Accounting Standd&dard (“FASB”) issued Accounting Standards Upd&&U”) No. 2013-02,
Reporting of Amounts Reclassified Out of Accumulated Other Comprehensive Income, which requires entities to disclose additional
information about items reclassified out of accuated other comprehensive income (AOCI). The ASyliires disclosures of chang
of AOCI balances by component in the financialestants or the footnotes, and it requires signifi@ms reclassified out of AOCI
be disclosed on the face of the income statemess arseparate footnote. The ASU is effectivdi$oal years and interim periods
beginning after December 15, 2012. The adoptioAS1Y 2013-02 did not have an impact on Bancorp& fjuarter financial
statements.
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Item 3. Quantitative and Qualitative Disclosures about MaiRisk

Information required by this item is included iert 2, “Management’s Discussion and Analysis of k@@ Condition and Results of
Operations.”

Iltem 4. Controls and Procedures

Bancorp maintains disclosure controls and procedddesigned to ensure that it is able to collecirtf@@mation it is required to disclose in
reports it files with the Securities and Exchangen@ission (“SEC”)and to record, process, summarize and reportrifosmation within ths
time periods specified in the rules and forms ef #£C. Based on their evaluation of Bancorp’sldéste controls and procedures as of the
end of the quarterly period covered by this repbe, Chief Executive and Chief Financial Officeddiéwve that these controls and procedures
are effective to ensure that Bancorp is able ttecglprocess and disclose the information it ¢aned to disclose in reports it files with the
SEC within the required time periods.

Based on the evaluation of Bancorp’s disclosurdérotsiand procedures by the Chief Executive angfJfinancial Officers, there were no
significant changes during the quarter ended JOn@(@L3 in Bancor internal control over financial reporting thashmaterially affected, «
is reasonably likely to materially affect, Bancarriternal control over financial reporting.

PART Il — OTHER INFORMATION

Iltem 2. Unreqistered Sales of Equity Securities and Uderofeeds

The following table shows information relating teetrepurchase of shares of common stock by Barthoipg the three months ended June
30, 2013.

Total number of Maximum Number of
Total number of Shares Purchased as Shares that May Yet Be
Shares Average price Part of Publicly Purchased Under the
Purchased (1) Paid Per Share Announced Plan (2) Plan

April 1 - April 30 601 $ 21.77 — —
May 1- May 31 5,60¢ 23.5¢ — —
June 1 - June 30 56¢ 24.41 — —
Total 6,77¢ $ 23.4¢ — —

(1) Activity represents shares of stock withheld to fieyexercise price of stock options or to pay $akée upon the vesting of restricted
stock or exercise of stock appreciation rightsisHetivity has no impact on the number of shahnas may be purchased under a Board-
approved plan.

(2) Since 2008, there has been no active share buyltackn place.
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Item 6. Exhibits

The following exhibits are filed or furnished apat of this report:

Exhibit
Number Description of exhibit
31.1 Certifications pursuant to Section 302 of the Saek-Oxley Act by David P. Heintzma
31.2 Certifications pursuant to Section 302 of the Saek-Oxley Act by Nancy B. Davi
32 Certifications pursuant to 18 U.S.C. Section 1
101 The following financial statements from the S.Y nBarp, Inc. June 30, 20:

Quarterly Report on Form -Q, filed on August 5, 2013, formatted in eXtensi
Business Reporting Language (XBR

(1) Consolidated Balance She

(2) Consolidated Statements of Inco

(3) Consolidated Statements of Comprehensive I

(4) Consolidated Statements of Cash Fl

(5) Consolidated Statement of Changes in Stocldne Equity

(6) Notes to Consolidated Financial Statem
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly caussdéport to be signed on its behalf by the
undersigned thereunto duly authorized.

S.Y. BANCORP, INC.

Date: August 5, 2013 By: /s/ David P. Heintzma

David P. Heintzman, Chairm:
and Chief Executive Office

Date: August 5, 2013 By: /s/ Nancy B. Davit
Nancy B. Davis, Executive Vice Preside
Treasurer and Chief Financial Offic
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Exhibit 31.1
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT
I, David P. Heintzman, certify that:
1. | have reviewed this quarterly report on FormQ@0f S.Y. Bancorp, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresaused such disclosure controls and procedotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly duriig toeriod in which this report is being prepared;

b) Designed such internal control over financiglaing, or caused such internal control over feiahreporting to be designed under
our supervision, to provide reasonable assuramgaediang the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with genesalbepted accounting principles;

¢) Evaluated the effectiveness of the registragisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and proms] as of the end of the period covered by #psnt, based on such evaluation; and

d) Disclosed in this report any change in the tegig’s internal control over financial reportirftat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thathaterially affected, or is reasonably
likely to materially affect, the registrant’s inted control over financial reporting; and

5. The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimiiernal controls over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refiwoancial information; and

b) Any fraud, whether or not material, that invaveanagement or other employees who have a sigmifiole in the registrargtinterna
control over financial reporting.

Date: August 5, 2013 By: /s/ David P. Heintzma
David P. Heintzmar
Chairman ant
Chief Executive Office




Exhibit 31.2
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT
I, Nancy B. Davis, certify that:
1. | have reviewed this quarterly report on FormQ@0f S.Y. Bancorp, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresaused such disclosure controls and procedotes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us by
others within those entities, particularly duriig toeriod in which this report is being prepared;

b) Designed such internal control over financiglaing, or caused such internal control over feiahreporting to be designed under
our supervision, to provide reasonable assuramgaediang the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with genesalbepted accounting principles;

¢) Evaluated the effectiveness of the registragisslosure controls and procedures and presentidsineport our conclusions about the
effectiveness of the disclosure controls and proms] as of the end of the period covered by #psnt, based on such evaluation; and

d) Disclosed in this report any change in the tegig’s internal control over financial reportirftat occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thathaterially affected, or is reasonably
likely to materially affect, the registrant’s inted control over financial reporting; and

5. The registrant’s other certifying officer antdve disclosed, based on our most recent evaluatimiiernal controls over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refiwoancial information; and

b) Any fraud, whether or not material, that invaveanagement or other employees who have a sigmifiole in the registrargtinterna
control over financial reporting.

Date: August 5, 2013 By: /s/ Nancy B. Davit
Nancy B. Davis, Executive Vic
President, Treasurer and CF
Financial Officer




Exhibit 32

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-
OXLEY ACT OF 2002

In connection with this quarterly report of S.Y.ri8arp, Inc. on Form 10-Q for the period ending J8®e2013 (the “Report”), we, the
undersigned, certify, pursuant to 18 U.S.C. secti®®0, as adopted pursuant to section 906 of tHeaBas-Oxley Act of 2002, that, to the
best of our knowledge and belief: (1) The Repdityfcomplies with the requirements of Section 13{a)l5(d) of the Securities Exchange .
of 1934; and (2) The information contained in trepBrt fairly presents, in all material respects, financial condition and results of
operations of S.Y. Bancorp, Inc. as of and forghgods presented in the Report.

Date: August 5, 2013 By: /s/ David P. Heintzma
David P. Heintzmar
Chairman ant
Chief Executive Office

Date: August 5, 2013 By: /s/ Nancy B. Davit
Nancy B. Davis
Executive Vice President, Treasurer
Chief Financial Office

A signed original of this written statement required by section 906 has been provided to S.Y. Banconmc. and will be retained by S.Y.
Bancorp, Inc. and furnished to the Securities and Echange Commission or its staff upon request.




