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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Balance Sheets
September 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 @498 in 2013 and $377,383 in 20:
Federal Home Loan Bank sto
Other securitie
Loans
Less allowance for loan losses

Net loans
Premises and equipment, |
Bank owned life insuranc
Accrued interest receivab
Other assets

Total assets

Liabilities and Stockholders’ Equity

Deposits:
Non-interest bearin
Interest bearing
Total deposits
Securities sold under agreements to repurc
Federal funds purchas
Accrued interest payab
Other liabilities
Federal Home Loan Bank advan
Subordinated debentures
Total liabilities
Stockholder' equity:
Preferred stock, no par value. Authorized 1,000 &ltres; no shares issued or outstan

Common stock, no par value. Authorized 20,000,0G0es; issued and outstanding 14,553,552 and

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

See accompanying notes to unaudited consolidateddial statements.
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September 30 December 31
2013 2012
(Unaudited)

$ 47,04¢  $ 42,61(

23,47 25,09:

3,82¢ 14,04%

401,06: 386,44(

6,33« 5,18(

1,01z 1,00(¢

1,709,25 1,584,59.

28,99( 31,88:

1,680,26: 1,552,71.

39,98¢ 36,53:

28,92( 28,14¢

5,507 5,091

52,31: 51,40

$ 2,289,75" $ 2,148,26.

$ 429,297 $ 396,15¢

1,453,15. 1,385,53

1,882,45. 1,781,69

56,22¢ 59,04¢

31,86! 16,55:

12¢ 16€

29,23 22,94¢

32,42 31,88

30,90( 30,90(

2,063,22! 1,943,18

9,39¢ 7,27:

31,61¢ 17,73

185,61¢ 174,65(

(99 5,421

226,53! 205,07!

$ 2,289,75! $ 2,148,26.
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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Statements of Income
For the three and nine months ended Septembe038,&hd 2012 (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 income
Interest expenst
Deposits
Fed funds purchase
Securities sold under agreements to repurc
Federal Home Loan Bank advan
Subordinated debentures
Total interest expense
Net interest income
Provision for loan losses
Net interest income after provision for loan losses
Nor-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 non-interest income
Nor-interest expense
Salaries and employee bene
Occupancy
Data processin
Furniture and equipmel
FDIC insurance
Acquisition costs
Other
Total non-interest expenses
Income before income taxes
Income tax expense
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 nine months endec

September 30 September 30
2013 2012 2013 2012

$ 20,23 $ 19,87 $ 58,76: $ 59,22°
63 82 21F 21¢€
57 98 177 217
1,62¢ 1,37¢ 4,38¢ 4,30¢
28¢ 25€ 85% 89¢
22,26 21,69: 64,39¢ 64,86
1,20¢ 1,72t 3,83¢ 5,652
9 8 26 24
38 46 10€ 13¢
221 34E 657 1,072
773 773 2,31¢ 2,341
2,25( 2,897 6,94( 9,227
20,017 18,79t 57,45t 55,64(
1,32¢ 2,47¢ 4,97¢ 9,02¢
18,69: 16,32( 52,48( 46,61¢
4,01% 3,51t 12,03 10,67¢
2,34¢ 2,161 6,592 6,341
1,08i 98t 3,06¢ 2,967
65¢ 1,271 2,33¢ 2,88:
— — (5 —
45€ 651 1,69: 1,84«
26C 22€ 771 74%
— — 44¢ —
82t 98(C 2,25¢ 2,87¢
9,652 9,79t 29,191 28,33(
10,50¢ 9,711 30,18¢ 28,18¢
1,522 1,36% 4,18¢ 4,19¢
1,52( 1,29¢ 4,69t 4,131
26¢ 347 84¢ 96t
34¢ 39¢ 1,05t 1,09t
— — 1,54¢ —
3,40¢ 3,92¢ 9,454 9,711
17,57: 17,04¢ 51,97 48,28¢
10,77: 9,07( 29,69¢ 26,65¢
3,091 2,38¢ 8,842 7,36¢
7,682 6,682 20,851 19,28"
$ 05 $ 0.4¢ $ 147 $ 1.3¢
$ 05¢ $ 0.4¢ $ 147 $ 1.3¢
14,40¢ 13,88: 14,14+ 13,86
14,55¢ 13,96¢ 14,22¢ 13,92¢
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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Statements of Comprehensive Income
For the three and nine months ended Septembe033,&hd 2012 (Unaudited)
(In thousands)

Three months endec Nine months endec
September 30 September 30
2013 2012 2013 2012
Net income $ 7,682 $ 6,68 $ 20,85 $ 19,28
Other comprehensive income (loss), net of
Unrealized gains (losses) on securities availaisdle:;
Unrealized gains (losses) arising during the pefied of tax of $45,
$202, ($2,974) and $432, respective 83 37t (5,529 802
Reclassification adjustment for securities lossedized in income (net of
tax of $0, $0, $2, and $0, respective — — 3 —
Other comprehensive income (lo 83 37¢ (5,520 802
Comprehensive incomr $ 7,768 % 7057 $ 15,337 $ 20,08¢

See accompanying notes to unaudited consolidataddial statements.
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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Statements of Cash Flows
For the nine months ended September 30, 2013 atizi @haudited)
(In thousands)

Operating activities

Net income $

Adjustments to reconcile net income to net caskigeal 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 equipr
Loss on the sale of other real es
Gain on acquisitiol
Stock compensation exper
Excess tax benefits from sh-based compensation arrangeme
Decrease (increase) in accrued interest receiatneother asse
Increase in accrued interest payable and othdlitied

Net cash provided by operating activities

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 acquirt
Proceeds from sale of foreclosed assets

Net cash used in investing activities

Financing activities
Net (decrease) increase in depa
Net increase (decrease) in securities sold undeeawents to repurchase and federal funds
purchase(
Proceeds from Federal Home Loan Bank adva
Repayments of Federal Home Loan Bank adva
Prepayment penalty on modification of Federal Harman Bank advance
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 paid

Net cash (used in) provided by financing activities

Net increase (decrease) in cash and cash equisalent
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period $

Supplemental cash flow informatic

Income tax paymen $

Cash paid for intere:
Supplemental nc-cash activity

Transfers from loans to other real estate owned $

2013 2012
20,857 $ 19,28:
4,97t 9,02t
4,94 4,25¢
(1,229 (1,487)
(2,339 (2,882)
(129,74:) (166,29)
142,29: 160,14
(772) (749)
— (637)
— 2,84¢
22 47
365 1,177
(44¢) —
1,47¢ 1,11€
(109) (57)
3,68: (1,95€)
4,49¢ 3,39¢
48 A7: 27,23
(282,265 (330,19;)
701 —
337,76: 321,40
(95,157 (44,306)
(1,807) (3,231)
8,96: —
3,10z 2,47¢
(28,699 (53,85()
(19,677 72,29:
9,721 (29,869
57t 30,00(
(35) (30,009
— (872)
— (10,000)
1,26( 58t
10¢ 57
(315) (204)
(8,607) (7,909)
(16,95%) 24,07¢
2,817 (2,537)
67,70: 54,92(
7052 $ 52,38:
6,23C $ 8,02t
6,98¢ 9,257
2,38 $ 3,33¢

See accompanying notes to unaudited consolidataddial statements.
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S.Y. BANCORP, INC. AND SUBSIDIARY
Consolidated Statement of Changes in Stockholdeysity
For the nine months ended September 30, 2013 (lUted)d

(In thousands, except per share data)

Accumulated

Common stock other
Number of Additional Retained comprehensive
shares Amount paid-in capital earnings income (loss’ Total

Balance December 31, 2012 1391t $ 7,27¢ $ 17,73: $ 174,65( $ 5421 $ 205,07
Net income — — 20,857 — 20,857
Other comprehensive loss, net of — — — — (5,520 (5,520
Stock compensation exper — — 1,47z — — 1,47z
Stock issued for exercise of stock opti

and dividend reinvestment plan, net of

withholdings to satisfy employee tax

obligations upon vesting of stock

awards 93 30¢ 1,78¢ (129 — 1,96¢
Stock issued for non-vested restricted

stock 55 184 1,08: (1,267 — —
Stock issued for acquisitic 531 1,76¢ 10,42¢ — — 12,19¢
Cash dividends, $0.60 per sh — — — (8,602) — (8,602)
Shares repurchased or cancelled (40 (137) (882) 104 — (915)
Balance September 30, 2013 1455 $ 939 $ 31,61¢ $ 18561 $ (99) $ 226,53

See accompanying notes to unaudited consolidateddial statements.
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(1)

S.Y. BANCORP, INC. AND SUBSIDIARY
Summary of Significant Accounting Policie

The accompanying unaudited consolidated finantséments have been prepared in accordance withgtractions to Form 10-Q
and do not include all information and footnoteguieed by U.S. generally accepted accounting ppiesi (US GAAP) for complete
financial statements. The unaudited consolidatezhtial statements of S.Y. Bancorp, Inc. (“Bantpgmd its subsidiary reflect all
adjustments which are, in the opinion of managemresdessary for a fair presentation of financialditton and results of operations
for the interim periods. Interim results for timede and nine month periods ended September 38,&@Inot necessarily indicative of
the results for the entire year.

The unaudited consolidated financial statementsidiecthe accounts of S.Y. Bancorp, Inc. and itsllykhmwvned subsidiary, Stock
Yards Bank & Trust Company (“Bank”). S.Y. Banc&ppital Trust Il is a Delaware statutory trust tissé wholly-owned
unconsolidated finance subsidiary of S.Y. Banctrp, Significant intercompany transactions and aot® have been eliminated in
consolidation.

A description of significant accounting policiespiesented in the notes to the consolidated fimduistatements for the year ended
December 31, 2012 included in S.Y. Bancorp, In&risiual Report on Form 10-K.

Certain reclassifications have been made in thar pgar financial statements to conform to curyerar classifications.
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 discussisdctinclusion with the Audit Committee of the BoaifdDirectors. Since the
application of this policy requires significant neg@ment assumptions and estimates, it could nesoiaterially different amounts to
be reported if conditions or underlying circumseseere 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 thahagement assumptions prove incorrect, the results frommaifmms could be materia
affected by a higher or lower provision for loasdes. The accounting policy related to the all@&dor loan losses is applicable to
the commercial banking segment of Bancorp.

The allowance for loan losses is management’s atiof probable losses in the loan portfolio. Limsses are charged against the
allowance when management believes the uncolldityati a loan balance is confirmed. Subsequenbvedes, if any, are credited to
the allowance. Prior to the third quarter of 20h&nagement measured the appropriateness of theaalte for loan losses in its
entirety using (a) quantitative (historical lostes and qualitative factors (management adjustifiaetrs) such as economic outlook
and business conditions, and level and trend iimgi@éncies; which were combined with the historloak rates to create the baseline
factors that were allocated to the various loargarties; (b) specific allocations on impaired lgaarsd (c) an unallocated amount. The
unallocated amount was evaluated on the loan piorifoits entirety and was based on additionatdes; such as national and local
economic trends and conditions, changes in volumlesaverity of past due loans, volume of non-addaams, volume and severity of
adversely classified or graded loans and otheofa@nd trends that affect specific loans and caiteg of loans, such as a heightened
risk in the commercial and industrial loan portisli
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Prior to September 30, 2013, Bancorp utilized tima sf all allowance amounts derived as described@tincluding a reasonable
unallocated allowance, as the primary indicatahefappropriate level of allowance for loan andgéeksses. During the third quarter
of 2013, Bancorp refined its allowance calculatidrereby it “allocated” the portion of the allowartbat was previously deemed to be
unallocated allowance based on management’s detation of the appropriate qualitative adjustmemiisTefined allowance
calculation includes specific allowance allocatibm$oan portfolio segments at September 30, 2018 dialitative factors including,
among other factors, (i) national and local ecoroanid business conditions, (ii) the quality andegigmce of lending staff and
management, (iii) changes in lending policies art@dures, (iv) changes in volume and severityast pue loans, classified loans i
non-performing loans, (v) potential impact of amycentrations of credit, (vi) changes in the nature terms of loans such as growth
rates and utilization rates, (vii) changes in takig of underlying collateral for collateral-depentlloans, and (viii) the effect of other
external factors such as the legal and regulatovirenment. Bancorp may also consider other caiali¢ factors in future periods for
additional allowance allocations, including, amatiger factors, changes in Bancorp’s loan revieve@se and staff. Changes in the
criteria used in this evaluation or the availapitf new information could cause the allowancedarttreased or decreased in future
periods. In addition, bank regulatory agenciegas of their examination process, may require stdjents to the allowance for loan
and lease losses based on their judgments andagssim

Additionally, management has identified the accmgnpolicy related to accounting for income taxe<atical to the understanding of
Bancorp’s results of operations and discusseccthislusion with the Audit Committee of the Boardfectors. The objectives of
accounting for income taxes are to recognize theusrtnof 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 outcomthe$e future tax consequences, including the sffefigpberiodic IRS and state agency
examinations, could materially impact Bancorp’sfinial position and its results from operations.

Acquired loans

Bancorp acquired loans in the second quarter 08 281part of the acquisition referenced in Note thé unaudited consolidated
financial statements. Acquired loans were inifiaicorded at their acquisition date fair valueks GAAP prohibits carryover of the
allowance for loan losses as any credit losselsaidans are included in the determination of tievfalue of the loans at the
acquisition date. Fair values for acquired loansavizased on a discounted cash flow methodologyirtiatves assumptions and
judgments as to credit risk, default rates, losgisgy, collateral values, discount rates, paynsgaeds, prepayment risk, and liquidity
risk at the time of acquisition.

Acquired loans that had evidence of deterioratiooredit quality since origination and for whichwiis probable, at acquisition, that
Bancorp will be unable to collect all contractuakguired payments were specifically identified andlyzed. The excess of cash flc
expected at acquisition over the estimated famedd referred to as accretable discount and willdzognized as interest income over
the remaining life of the loan. The difference betw contractually required payments at acquisdiwoththe cash flows expected to be
collected at acquisition is referred to as non-etedrle discount. The non-accretable discount reptesstimated future credit losses
expected to be incurred over the life of the |dambsequent decreases to the expected cash flouiser&gncorp to evaluate the need
for an allowance for loan losses on these loangbs&guent improvements in expected cash flows@slllt 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

8
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(2)

method. Bancorp’s evaluation of the amount of faitcaish flows that it expects to collect is perfairirea similar manner as that used
to determine its allowance for loan losses. Charffeof the principal amount on credit-impaired aicgd loans would be first applied
to non-accretable discount.

For acquired loans that are not deemed impairedauisition, the methods used to estimate the redjaillowance for loan losses for
acquired loans is the same for originated loans.

Acquisition

On April 30, 2013, Bancorp completed the acquisitdd 100% of the outstanding shares of THE BANCdmp, (“Oldham”), parent
company of THE BANK — Oldham County, Inc. As auk®f the transaction, THE BANK — Oldham County nged into Stock
Yards Bank & Trust Company. Since the acquisitlate, results of operations acquired in the Oldiramsaction have been included
in Bancorp’s financial results.

The Oldham transaction has been accounted for tistsngcquisition method of accounting and, accalglimmssets acquired, liabilities
assumed and consideration transferred were receaitdestimated fair value on the acquisition da&seAs acquired totaled
approximately $146.0 million, including $39.8 milli of loans and leases. Liabilities assumed tdt&1e25.1 million, including $120.4
million of deposits. The fair value adjustmentsuléed in net assets acquired in excess of thaaemagion paid. Accordingly, a non-
taxable gain of $449,000 was recognized.
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The following table summarizes the consideration pad the amounts of assets acquired and liadsldassumed, adjusted for fair ve
at the acquisition date.

(amounts in thousands’

Purchase price:

Cash $ 8,297
Equity instruments (531,288 common shares of Bar)cor 12,19¢
Total purchase pric 20,49¢
Identifiable assets:
Cash and federal funds s¢ 17,26(
Investment securitie 81,821
Loans 39,75¢
Premises and equipme 4,00¢
Core deposit intangibl 2,54:
Other assets 60E
Total identifiable asse 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 mosths
ended September 30, 20: $ 1,54¢

The fair value of the common shares issued asopéine consideration paid was determined baseti@rlbsing market price of
Bancorp’s common shares on the acquisition date.

In the second quarter of 2013, Bancorp recordest@deposit intangible of $2,543,000 which is beangprtized over a ten year period
using an accelerated method which anticipatesfineflthe underlying deposits to which the intdgiis attributable. At
September 30, 2013, the unamortized core depdaarigible was $2,298,000.

10
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In many cases, determining the fair value of aegliassets and assumed liabilities required Bartocogptimate cash flows expected to
result from those assets and liabilities and toalist those cash flows at appropriate rates ofésteThe most significant of these
determinations related to the valuation of acquiozahs.

Acquired Acquired non- Total

impaired impaired acquired
(in thousands) loans loans loans
Contractually required principal and interest ajuasition $ 3,28 $ 37,76 % 41,04¢
Contractual cash flows not expected to be collected (372) (723) (1,095
Expected cash flows at acquisition 2,91 37,04( 39,95!
Interest component of expected cash flows (174 (24) (199
Basis in acquired loans at acquisition - estiméaédvalue $ 2,73¢ $ 37,01¢ $ 39,75¢

The fair value of checking, savings and money maslkposit accounts acquired from Oldham were asdumapproximate 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.

A summary of acquisition costs, all recorded insbeond quarter 2013 consolidated statement ofriecollows:

(in thousands)

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

11
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(3)

Securities

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

Amortized Unrealized

(in thousands) cost gains losses Fair value
September 30, 201!
U.S. Treasury and other U.S. government

obligations $ 40,00¢ $ — $ — $ 40,00(
Government sponsored enterprise obligat 124,62: 1,937 1,48¢ 125,07
Mortgage-backed securitie 165,63t 2,15¢ 3,151 164,64:
Obligations of states and political

subdivisions 70,24 1,562 45k 71,34¢
Total securities available for sale $ 400,49¢ $ 565 $ 5090 $ 401,06:
December 31, 201:
U.S. Treasury and other U.S. government

obligations $ 98,000 $ — $ — $ 98,00(
Government sponsored enterprise obligat 83,01t 2,78¢ 56 85,74¢
Mortgagebacked 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. $ 9,24t % 18¢ $ 386,44(

In the second quarter of 2013, Bancorp sold ohbgatof state and political subdivisions with aatqiar value of $385,000, generating
a loss of $5,000. These securities, acquiredarCtlilham transaction, were sold in the ordinarys®wof investment management
because they did not meet Bancorp’s current investistrategy. Management has the intent andahilihold all remaining
investment securities available for sale for thre$eeable future. No securities were sold in 2012.

There were no securities held to maturity as oft&waper 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 access to FHLB borrowing availabiliyd are classified as restricted securities. 1Gtbeurities consist of a Community
Reinvestment Act (CRA) investment which mature0i4, which is fully collateralized with a governmi@gency security of similar
duration, and holdings of stock in a correspondhamk Bancorp utilizes for various services. Bapaeviewed the investment in
FHLB stock as of September 30, 2013, consideriedHLB equity position, its continuance of dividgpalyments, liquidity position,
and

12




Table of Contents
positive year-to-date net income. Based on thive Bancorp believes its investment in FHLB stixkot impaired.

A summary of available for sale investment seasitly maturity groupings as of September 30, 286 5Bown below. Actual
maturities may differ from contractual maturitieschuse some issuers have the right to call or praipiggations. The investment
portfolio includes mortgagbacked securities, all of which are guaranteedganaies such as the FHLMC, FNMA, and GNMA. Tt
securities differ from traditional debt securitg@marily in that they may have uncertain principayment dates and are priced based
on estimated prepayment rates of the underlyinigiteohl.

(in thousands) Amortized cost Fair value
Securities available for sale

Due within 1 yea $ 62,177 $ 62,211
Due after 1 but within 5 yea 113,75: 115,55:
Due after 5 but within 10 yea 36,03¢ 36,47(
Due after 10 yeat 22,89 22,18t
Mortgage-backed securities 165,63¢ 164,64:
Total securities available for sale $ 400,49¢ $ 401,06.

Securities with unrealized losses at Septembe2@03 and December 31, 2012, not recognized in iecara as follows:

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

(in thousands) value losses value losses value losses
September 30, 2013
Government sponsored

enterprise obligation $ 59,04( $ 1,48¢ $ — 3 — 3 59,04( $ 1,48¢
Mortgage-backed

securities 83,92% 3,151 — — 83,92: 3,151
Obligations of states and

political subdivision:s 23,44 45E — — 23,44 45E
Total temporarily impaire

securities $ 166,41( $ 5,090 $ — $ — $ 166,41 $ 5,09(
December 31, 201.
Government sponsored

enterprise obligation $ 29,99¢ $ 56 $ — $ — $ 29,99¢ $ 56
Mortgage-backed

securities 16,60¢ 12C — — 16,60¢ 12C
Obligations of states and

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

securities $ 48,897 $ 18¢ $ — 5 — 3 48,897 $ 18¢

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 securniéash their maturity date and/or the interest eatdronment returns to conditions
similar to when these securities were purchas€dese investments consist of 142 and 14 sepanagstinent
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positions as of September 30, 2013 and Decemb&03P, respectively, which are not considered ethan-temporarily impaired.
Because Bancorp does not intend to sell the invagtisnand it is not likely that Bancorp will be uégd to sell the investments before
recovery of their amortized cost bases, which naynlaturity, management does not consider theseitestio be other-than-
temporarily impaired at September 30, 2013.

(4) Loans

The composition of loans by primary loan portfadiegment follows:

(in thousands) September 30, 201. December 31, 201

Commercial and industri; $ 500,47¢ $ 426,93
Construction and developme 135,78t 131,25:
Real estate mortga 1,038,86: 989,63:
Consumer 34,13( 36,78(
Total loans $ 1,709,250 $ 1,584,59.

The following table presents the balance in thembed investment in loans and allowance for loasds by portfolio segment and
based on impairment method as of September 30, 20d ®ecember 31, 2012.

Type of loan
Commercial Construction Real estate

(in thousands) and industrial and development mortgage Consumer Total

September 30, 2013

Loans $ 500,47¢ $ 135,78 $ 1,038,86 $ 34,13( $ 1,709,25!

Loans individually evaluated
for impairment $ 8,461 $ 9,87C $ 10,450 $ 88 $ 28,86¢

Loans collectively evaluated
for impairment $ 491,38 $ 124,64 $ 1,027,900 $ 34,02 $ 1,677,95

Loans acquired with ~
deteriorated credit qualiit  $ 63z $ 1,26¢ $ 50¢ $ 21 $ 2431

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

Allowance for loan losse:

At December 31, 201 $ 594¢ $ 4536 $ 14,28¢ $ 36z $ 6,74 $ 31,88:
Provision 2,59¢ 3,83¢ 5,04z 24: (6,746 4,97
Chargeoffs (257) (6,440 (1,817 (519 — (9,039
Recoveries 434 164 15% 41€ — 1,167

At September 30, 2013 $ 8,72¢ $ 2,09¢ $ 17,66¢ $ 50z $ — 3 28,99(

Allowance for loans
individually evaluated for
impairment $ 682 $ 146 3 744 3% 86 $ 1,66(

Allowance for loans
collectively evaluated for
impairment $ 8,04: $ 1,950 $ 16,92 $ 41€ $ — $ 27,33(

Allowance for loans acquired
with deteriorated credit
quality $ — 3 — 3 —$ -3 — 3 —
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Type of loan
Commercial Construction Real estate

(in thousands) and industrial and development mortgage Consumer Total

December 31, 201;

Loans $ 426,93( % 131,25. $ 989,63. $ 36,78( $ 1,584,59

Loans individually evaluated fi
impairment $ 8,661 $ 10,86! $ 9,79t $ 4 $ 29,32¢

Loans collectively evaluated for
impairment $ 418,26: $ 120,39 $ 979,83t $ 36,77¢ $ 1,555,26!

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

Allowance for loan losse:

At December 31, 201 $ 7,36¢ $ 3,646 $ 11,18: $ 54C $ 7,11 $ 29,74t
Provision 3,02¢ 2,71¢ 6,30¢ (181) (367) 11,50(
Chargeoffs (4,529 (1,726 (3,45) (79¢) — (10,499
Recoveries 84 — 24¢ 801 — 1,13¢

At December 31, 2012 $ 5,94¢ % 4536 $ 14,28¢ $ 362 $ 6,74¢ $ 31,88:

Allowance for loans
individually evaluated for
impairment $ 15¢€ $ 2,89t $ 565 $ — $ 3,617

Allowance for loans collective
evaluated for impairmel $ 579 $ 1,63t $ 13,728 $ 36z $ 6,74 $ 28,26«

Prior to the third quarter of 2013, management megkthe appropriateness of the allowance for losses in its entirety using

(a) quantitative (historical loss rates) and gaéiie factors (management adjustment factors) asa@ronomic outlook and business
conditions, and level and trend in delinquencigsictv were combined with the historical loss ratesreate the baseline factors that
were allocated to the various loan categoriessierific allocations on impaired loans, and (cpaallocated amount. The unallocated
amount was evaluated on the loan portfolio inftSrety and was based on additional factors, ssamagional and local economic
trends and conditions, changes in volume and ggw&rpast due loans, volume of non-accrual lognkjme and severity of adversely
classified or graded loans and other factors agmbs that affect specific loans and categoriesarid, such as a heightened risk in the
commercial and industrial loan portfolios.

During the third quarter of 2013, Bancorp refinedallowance calculation whereby it “allocated” fhagrtion of the allowance that was
previously deemed to be unallocated allowance basadanagement’s determination of the appropriatditgtive adjustments. This
refined allowance calculation includes specifioatnce allocations to loan portfolio segments at&aber 30, 2013 for qualitative
factors including, among other factors, (i) naticarad local economic and business conditionsti{g)quality and experience of lend
staff and management, (iii) changes in lendingqgiedi and procedures, (iv) changes in volume anerigwof past due loans, classified
loans and non-performing loans, (v) potential intd@ny concentrations of credit, (vi) changethia nature and terms of loans such
as growth rates and utilization rates, (vii) changpethe value of underlying collateral for colla@tedependent loans, and (viii) the eff
of other external factors such as the legal andla¢égry environment. Bancorp may also consideetiualitative factors in future
periods for additional allowance allocations, imthg, among other factors, changes in Bancorp's teaiew process and staff.
Because Bancorp has refined its allowance calonaturing 2013 such that it no longer maintaindlonated allowance at
September 30, 2013, Bancorp’s allocation of itsvadince at September 30, 2013 is not comparablepuiith periods.
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Management uses the following portfolio segment®ais when assessing and monitoring the risk anfdgpmance of the loan
portfolio:

. Commercial and industrial

e Construction and development
* Real estate mortgage

. Consumer

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

The changes in accretable discount related totdragaired acquired loans are as follows:

(in thousands)

Balance at December 31, 20 $ —
Additions due to Oldham acquisitic 174
Accretion (22
Reclassifications from (to) n-accretable differenc —
Disposals —
Balance at September 30, 2013 $ 152
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The following table presents loans individually kexeded for impairment as of September 30, 2013Reckmber 31, 2012.

Unpaid Average
Recorded principal Related recorded
(in thousands) investment balance allowance investment
September 30, 201:
Loans with no related allowance recor¢
Commercial and industrii $ 1,24¢ 3 1,88¢ $ — $ 5,41¢
Construction and developme 8,57¢ 10,28¢ — 2,31¢
Real estate mortga( 5,87¢ 7,23¢ — 6,01¢€
Consume 2 41 — 3
Subtotal 15,70z 19,45« — 13,75
Loans with an allowance record
Commercial and industrii $ 7,215 % 7,218 % 68z $ 3,07(
Construction and developme 1,294 1,91¢ 14¢ 9,26¢
Real estate mortga( 4,572 5,53¢ 744 3,69¢
Consume 86 86 86 22
Subtotal 13,167 14,75¢ 1,66( 16,05
Total
Commercial and industri $ 8,461 $ 9,10¢ $ 68z $ 8,48¢
Construction and developme 9,87( 12,201 14¢ 11,58
Real estate mortga( 10,45( 12,77¢ 744 9,711
Consume 88 127 86 25
Total $ 28,86¢ $ 34,21 $ 1,66( $ 29,80:
Unpaid Average
Recorded principal Related recorded
(in thousands) investment balance allowance investment
December 31, 201:
Loans with no related allowance recor(
Commercial and industri $ 6,73t $ 7,591 $ — $ 6,22¢
Construction and developme 352 2,181 — 2,097
Real estate mortga( 6,99¢ 7,752 — 5,391
Consume 4 25 — 21
Subtotal 14,08’ 17,55t — 13,74
Loans with an allowance record
Commercial and industri 1,93 5,10: 15€ 3,29¢
Construction and developme 10,51 11,13t 2,89¢ 5,92¢
Real estate mortga¢ 2,79¢ 2,94¢ 563 6,14¢
Subtotal 15,24: 19,18¢ 3,617 15,36¢
Total
Commercial and industrii $ 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:
Consume 4 25 — 21
Total $ 29,32¢ % 36,74, $ 3,611 $ 29,10¢
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Differences between the recorded investment amamnighe unpaid principal balance amounts are @tertvalue adjustments
recorded for loans acquired and partial chargewffieh have occurred over the life of loans.

Impaired loans include non-accrual loans and l@aesunted for as troubled debt restructurings (T,DR)ch continue to accrue
interest. Non-performing loans include the balamicienpaired loans plus any loans over 90 days gastand still accruing interest.
Loans past due more than 90 days or more andstitbiing interest amounted to $1,615,000 at Sees® 2013, and $719,000 at
December 31, 2012.

The following table presents the recorded investrirenon-accrual loans as of September 30, 201 Dauwmber 31, 2012.

(in thousands) September 30, 201 December 31, 201.

Commercial and industrii $ 45¢ $ 1,55¢
Construction and developme 9,87( 10,86
Real estate mortgag 9,95¢ 5,93¢
Consumer 2 4
Total $ 20,28 $ 18,36(

As of September 30, 2013 and December 31, 201Z;dprad $8.6 million and $11.0 million, respediyy@f loans classified as
TDR. The following table presents the recorded atweent in loans modified and classified as TDRmthe nine months ended
September 30, 2013 and 2012.

Pre-modification Postmodification
Number of outstanding recorded outstanding recorded

(dollars in thousands) contracts investment investment
September 30, 201:

Commercial and industrii 1 3 78 % 78¢
Consumer 1 86 86
Total 2 3 87t $ 87¢
September 30, 201:

Commercial and industrii 3 3% 575  $ 5,752
Real estate mortgage 2 50¢ 50¢
Total 5 $ 6,251 $ 6,251
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The following table presents the recorded investrirelvans accounted for as TDR that were restreckand experienced a payment
default within the previous 12 months as of Sep&na®, 2013 and 2012.

Number of
(dollars in thousands) Contracts Recorded Investment
September 30, 201:
Real estate mortgage 2 3 2,42¢
Total 2 $ 2,42¢
September 30, 2012
Commercial and industrii 13 61¢
Real estate mortgage 2 2,034
Total 3 $ 2,65:

At September 30, 2013, loans accounted for as T2gRded those for which there had been modificatibom original terms due to
bankruptcy proceedings, modifications of amort@matperiods or temporary suspension of principahpayts due to customer financial
difficulties, and limited forgiveness of principalLloans accounted for as TDR, which have not defdubre individually evaluated for
impairment and, at September 30, 2013, had aabttalance allocation of $957,000, compared to $29% at December 31, 2012.

At September 30, 2013 and December 31, 2012, Bprwd outstanding commitments to lend additionatifutotaling $48,000 and
$187,000, respectively, to borrowers whose loaneg leen modified as TDR.
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Greater

The following table presents the aging of the rdedrinvestment in past due loans as of Septemb&03@ and December 31, 2012.

than Recorded
90 days investment
past due > 90 days
3C-59 days 6C-89 days (includes Total Total and
(in thousands) past due past due non-accrual) past due Current loans accruing
September 30, 201!
Commercial and
industrial $ 42 3 16C $ 1,14 % 1,34¢ $ 499,130 $ 500,47¢ $ 68€
Construction and
developmen 84t — 9,87( 10,71¢ 125,07: 135,78t —
Real estate
mortgage 3,73¢ 83C 10,88: 15,44 1,023,41 1,038,86. 927
Consume 257 86 2 34E 33,78t 34,13( —
Total $ 487¢ $ 1,07¢ $ 21,89¢ $ 27857 $ 1,681,40! $ 1,709,25 $ 1,61¢
December 31, 201:
Commercial and
industrial $ 21z $ 42 $ 155 $ 1,80¢ $ 425,12 $ 426,93( $ —
Construction and
developmen — 4,28¢ 10,86: 15,14¢ 116,10° 131,25! —
Real estate
mortgage 3,771 1,95: 6,42¢ 12,14% 977,48 989,63: 48t
Consume 79 — 23¢ 317 36,46 36,78( 234
Total $ 406: $  627¢ $ 19,07¢ $ 2941¢ $ 1555171 $ 1,584,59 $ 71¢

Bancorp categorizes loans into credit risk categgobiased on relevant information about the ahifityorrowers to service their debt
such as current financial information, historicayment experience, credit documentation, publiorinfition and current economic
trends. Pass-rated loans included all risk-radadd other than those classified as special mergidistandard, and doubtful, which are
defined below:

e  Special Mention: Loans classified as special nogritiave a potential weakness that deserves manatjsmlese attention.
These potential weaknesses may result in deteoaraf repayment prospects for the loan or of thalBs credit position at
some future date.

e Substandard: Loans classified as substandardiadeduately protected by the current net worthpayihg capacity of the
obligor or of collateral pledged, if any. Loanscdassified have a well-defined weakness or weadasethat jeopardize
repayment of the debt. They are characterizedéylistinct possibility that the Bank will sustgome loss if the deficiencies
are not corrected.

e Substandard non-performing: Loans classified astandard non-performing have all the charactesigif substandard loans
and have been placed on non-accrual status ordemreaccounted for as troubled debt restructurings.

»  Doubtful: Loans classified as doubtful have a8l theaknesses inherent in those classified as swlasth with the added
characteristic that the weaknesses make colleotisapayment in full, on the basis of currentlystixig facts, conditions and
values, highly questionable and improbable.
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As of September 30, 2013 and December 31, 2012 dlamces in risk categories of loans were asvalio

Credit risk profile by internally assigned grade

Construction
Commercial and Real estate
(in thousands) and industrial development mortgage Consumer Total
September 30, 201:
Grade
Pass $ 47798 $ 109,22 $ 1,006,35. $ 33,95¢ $ 1,627,511
Special mentiol 12,98: 7,091 17,91¢ 86 38,07¢
Substandar 36E 9,60: 3,21¢ — 13,18t
Substandard non-
performing 9,14¢ 9,87( 11,377 88 30,48¢
Doubtful — — — — —
Total $ 500,47¢ $ 135,78t $ 1,038,86: $ 34,13( $ 1,709,25i
December 31, 201,
Grade
Pass $ 404,04" $ 113,55¢ $ 925,67 $ 36,54: $ 1,479,82
Special mentiol 11,091 6,831 26,77( — 44,69¢
Substandar 4,48; — 26,90: — 31,38:
Substandard non-
performing 7,30¢ 10,86: 10,28¢ 23¢ 28,69
Doubtful — — — — —
Total $ 426,93( $ 131,25 $ 989,63: $ 36,78( $ 1,584,59

(5) Federal Home Loan Bank Advances
The Bank had outstanding borrowings of $32.4 millé&d September 30, 2013, via six separate advarkmrstwo advances totaling $
million, both of which are non-callable, interestyments are due monthly, with principal due at migtu For the final four advances
totaling $2,422,000, principal and interest paymeme due monthly based on an amortization schedule
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(6)

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

September 30, 201 December 31, 201.

(In thousands) Advance Rate Advance Rate
2013 $ 10,00( 1.9(%$ 10,00( 1.9(%
2015 20,00( 3.34%% 20,00( 3.34%%
2021 57¢ 2.12% — —
2024 411 2.4(% 42C 2.4(%
2028 1,43¢ 1.4€% 1,462 1.4€%

$ 32,42: 2.78%$% 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 vidwese borrowings as an effective alternative ¢t cost time deposits to fund
loan growth. At September 30, 2013, the amouiaivaflable credit from the FHLB totaled $342.9 noitii

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 indication of impairment. Bancorp currgriihs goodwill in the amount of
$682,000 from the 1996 acquisition of an IndianakbaThis goodwill is assigned to the commerciailliag segment of Bancorp.

In the second quarter of 2013, Bancorp recordemt@ adeposit intangible totaling $2,543,000 aridiogn the Oldham acquisition. Tt
intangible asset is being amortized over a ten-pedand using an accelerated method which antiegptte life of the underlying
deposits to which the intangible is attributablat September 30, 2013, the unamortized core depaangible was $2,298,000.

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 carryiadue to fair value. The
estimated fair values of MSRs at September 30, 20i3December 31, 2012 were $3,292,000 and $2 J026spectively. The total
outstanding principal balances of loans servicedfbers were $432,132,000 and $374,079,000 a8t 30, 2013, and
December 31, 2012, respectively.

Changes in the net carrying amount of MSRs fomihe months ended September 30, 2013 and 201&awasn the following table.

(in thousands) 2013 2012

Balance at beginning of peric $ 2,08¢ $ 1,63(
Originations 682 884
Amortization (75%) (577)
Balance at September 30 $ 2,01t $ 1,941
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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 participandefined benefits to remaining participants.n&#és vest based on 25 years of
service. The actuarially determined pension castexpensed and accrued over the service periddyenefits are paid from the
Bank’s assets. The net periodic benefits cost&hihclude interest cost and amortization of ssks, totaled $36,000 for each of the
three months ended September 30, 2013 and 20X¥2hé-aine months ended September 30, 2013 and #tH Bet periodic benefit
costs totaled $107,000 and $106,000, respectively.

Commitments and Contingent Liabilities

As of September 30, 2013, Bancorp had various comemits outstanding that arose in the normal capfrb@siness, including stand
letters of credit and commitments to extend creuditich are properly not reflected in the unauditedsolidated financial statements
management’s opinion, commitments to extend caEd®52.1 million, including standby letters of diteof $14.8 million, are not
anticipated to result in significant losses as gfit®mber 30, 2013. Commitments to extend credi¢ $401.1 million, including lette
of credit of $14.8 million, as of December 31, 20Bancorp’s maximum exposure to credit loss indhent of nonperformance by the
other party to these commitments is representatidogontractual amount of these instruments. Comerits to extend credit are
agreements to lend to a customer as long as the@\violation of any condition established in tioetract. Commitments generally
have fixed expiration dates or other terminatiausks. Commitments to extend credit are mainly cimexgh of commercial lines of
credit, construction and home equity credit lirigis.ce some of the commitments are expected toexpthout being drawn upon, the
total commitment amounts do not necessarily repiteséure cash requirements. Bancorp uses the seadé and collateral policies in
making commitments and conditional guaranteesasrfdalance sheet instruments. Bancorp evaluates @istomer’s
creditworthiness on a case by case basis. The ambuallateral obtained is based on managementditevaluation of the customer.
Collateral held varies but may include accountgirsble, inventory, equipment, and real estate.

Standby letters of credit and financial guarantegden 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 September 30, 2013, in the normal eafdusiness, there were pending legal actiongpemzkedings in which claims for
damages are asserted. Management, after discwgigivlegal counsel, believes the ultimate resulthefse legal actions and
proceedings will not have a material adverse effedhe consolidated financial position or resafteperations of Bancorp.
Preferred Stock

Bancorp has a class of preferred stock (no paeyal®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 issuanbdlone of this stock has been
issued to date.

Stock-Based Compensation

The fair value of all new and modified stock-baseards granted, net of estimated forfeitures,dsgaized as compensation expense
over the respective service period. Forfeituravestes are based 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 bagadda. In 2010, shareholders approved an additkd@000 shares of common
stock for issuance under the plan. As of SepterBbe2013, there were 505,012 shares availablfufore awards. Bancorp’s 1995
Stock Incentive Plan expired in 2005; however,amigranted 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 yeard. awards have been granted at an exercise prigal ¢égthe market value of common
stock at the time of grant; options and SARs exjgireyears after the grant date unless forfeitexitdiemployment 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 performanceqekriBecause grantees are not entitled to divigerythents during the performance
period, the fair value of these RSUs is estimateskt upon the fair value of the underlying sharethe date of the grant, adjusted for
non-payment of dividends.

Bancorp reduces future stock-based compensaticanerby estimated forfeitures at the grant datees@ forfeiture estimates are
based on historical experience. Bancorp has reredstockbased compensation expense, within salaries antbgegpbenefits in th
unaudited consolidated statements of income, &snfsi

For three months For nine months
ended September 30, ended September 30,
(in thousands) 2013 2012 2013 2012
Stock-based compensation expense before income $ 48¢ $ 37¢  $ 1,47 $ 1,11¢
Deferred tax benef (177) (132) (516€) (397
Reduction of net incom $ 317 $ 24€ $ 957 $ 121

Bancorp expects to record an additional $470,008axk-based compensation expense in 2013 foryegrants outstanding as of
September 30, 2013. As of September 30, 2013,@pr@as $3,607,000 of unrecognized stock-based ensapion expense that is
expected to be recorded as compensation expenséheveext five years as awards vest. Bancorpvedeash of $1,260,000 and
$562,000 from the exercise of options during th&t fiine months of 2013 and 2012, respectively.

The fair value of Bancorp’s stock options and SAdQRastimated at the date of grant using the Blaakefs 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 esttmn The fair value of restricted shares is deitexthby 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:

2013 2012
Dividend yield 2.8(% 2.52%
Expected volatility 22.5¢ 22.0¢
Risk free interest rai 1.2¢ 1.44
Forfeitures 6.4C 4.2
Expected life of options and SARs (in years) 6.€ 7.€

The expected life of options and SARs is basedotimahexperience of past likerm options. Bancorp evaluates historical exeraix
post-vesting termination behavior when determirimgexpected life.

Dividend yield and expected volatility are basech@torical information corresponding to the expeédife of options and SARs
granted. Expected volatility is the volatility tife underlying shares for the expected term onmthhobasis. The risk free interest 1
is the implied yield currently available on U.Se@sury issues with a remaining term equal to tipeeted life of the options.

A summary of stock option and SARs activity anéted information for the nine months ended Septerd®g2013 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 (in years)
At December 31, 201
Vested and exercisak 681 $ 20.17-26.87 $ 23.4: $ 271 % 5.3¢ 3.5
Unvested 24¢€ 21.03-26.8: 22.6: 77 4.67 7.S
Total outstanding 927 20.17%-26.8: 23.21 34¢ 5.1t 4.7
Grantec 54 22.8¢ 22.8¢ 29z 3.61
Exercisec (117 20.17-26.8: 21.4¢ 557 4.7¢4
Forfeited 4 21.0:-23.7¢ 22.7¢ 19 4.8¢
At September 30, 201
Vested and exercisak 64z 20.17-26.8¢ 23.6¢ 2,997 5.3¢ 34
Unvested 21¢ 21.0:-24.87 22.7( 1,22¢ 4.3€ 7.€
Total outstanding 86( 20.17-26.8¢ 23.4; $ 4,22¢ 5.12 4.€

Vested during year 79 21.0%-24.87 22.5¢ $ 45¢ 4.81

Intrinsic value for stock options and SARs is defiras the amount by which the current market mitke underlying stock exceeds
the exercise price. In the first quarter of 20B8ncorp granted 53,598 SARs at the current marmket pf $22.89 and a Black-Scholes
fair value of $3.61. In the first quarter of 20B&ncorp granted 55,275 shares of restricted constaunk at the weighted average
current market price of $22.93. In 2013 and 2@®#hcorp awarded performance-based RSUs with faiegsaof $20.38 and
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$20.57, respectively to executive officers of trenB, the three-year performance period for whidjabeJanuary 1 of the award year.
Bancorp believes the most likely vesting of all RSMIl be 62,389 shares of common stock. There wergrants of SARs or restricl
common stock in the second or third quarters of320lb stock options have been granted since 2007.

(11) NetIncome Per Share

The following table reflects, for the three andeninonths ended September 30, 2013 and 2012, mehé(the numerator) and average
shares outstanding (the denominator) for the kasicdiluted net income per share computations:

Three months endec Nine months endec
September 3C September 3C

(In thousands, except per share date 2013 2012 2013 2012
Net income $ 7,68: $ 6,682 $ 20,857 $ 19,281
Average shares outstanding 14,40¢ 13,88 14,14« 13,86
Dilutive securities 14¢€ 83 84 62
Average shares outstanding including

dilutive securities 14,55¢ 13,96¢ 14,22¢ 13,92¢
Net income per share, ba: $ 0.5 $ 0.4¢ $ 147 $ 1.3¢
Net income per share, dilut $ 055 $ 0.4 $ 147 $ 1.3¢

(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 depasitipcts to individual consumers and businessesnn@&rcial banking also includes
the Bank’s mortgage origination and securities bralge activity. Investment management and trustiges 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 basdtie effective federal income tax rate adjusbedny tax exempt activity. All ti
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 segrfamthe three and nine month periods ended Septegth013 and 2012 follows:

Investment
Commercial management
(in thousands) banking and trust Total
Three months ended September 30, 20:
Net interest incom $ 19,97¢ $ 3¢ % 20,01°
Provision for loan losse 1,32t — 1,32¢
Investment management and trust serv — 4,015 4,015
All other nor-interest incomt 5,621 14 5,63t
Non-interest expense 15,21¢ 2,35¢ 17,57
Income before income taxes 9,05¢ 1,71« 10,77:
Tax expense 2,48t 60€ 3,091
Net income $ 6,574/ $ 1,10¢ $ 7,682
Three months ended September 30, 20:
Net interest incom $ 18,75¢ $ 3¢ $ 18,79¢
Provision for loan losse 247" — 2,47¢
Investment management and trust serv — 3,51¢ 3,51¢
All other nor-interest incomt 6,26¢ 1€ 6,28(
Non-interest expense 14,97 2,072 17,04¢
Income before income taxes 7,57 1,49¢ 9,07(
Tax expense 1,86¢ 52 2,38¢
Net income $ 571( $ 97z $ 6,682
Nine months ended September, 2013
Net interest incom $ 57,347 $ 10€ $ 57,45¢
Provision for loan losse 4,97¢ — 4,97¢
Investment management and trust serv — 12,03: 12,03:
All other nor-interest incomt 17,11« 45 17,15¢
Non-interest expense 45,17¢ 6,79¢ 51,97:
Income before income taxes 24,31( 5,38¢ 29,69¢
Tax expense 6,93¢ 1,904 8,84:
Net income $ 17,37: $ 3,48 $ 20,857
Nine months ended September, 201
Net interest incom $ 55,52¢ $ 11z $ 55,64(
Provision for loan losse 9,02¢ — 9,02t
Investment management and trust serv — 10,67t 10,67t
All other nor-interest incomt 17,60 51 17,65¢
Non-interest expense 42,02: 6,26¢ 48,28¢
Income before income taxes 22,08¢ 4,57 26,65¢
Tax expense 5,76¢ 1,60( 7,36¢
Net income $ 16,317 $ 297C $ 19,28’
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(13) Income Taxes

An analysis of the difference between the statutaony effective tax rates for the nine months erfigatember 30, 2013 and 2012 were

as follows:
Nine months ended September 3!
2013 2012

U.S. federal statutory tax ra 35.(% 35.(%
Tax exempt interest incon (2.0 (3.2
Tax credits (2.2 (2.9
Cash surrender value of life insurar (1.9 (1.9
State income taxe 0.7 1.C
Nonr-taxable gain on acquisitic (0.5 —
Non-deductible acquisition cos 0.2 —
Other, ne’ 0.2 (0.5)
Effective tax rate 29.£% 27.€%

US GAAP provides guidance on financial statemecbgeition and measurement of tax positions takeexpected to be taken, in tax
returns. As of September 30, 2013 and Decembe2®®, the gross amount of unrecognized tax benefis $37,000 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 returne tlustatutes of limitation, changes in managemsgatigment about the level of
uncertainty, status of examination, litigation degislative activity and the addition or eliminatiof uncertain tax positions.

During the third quarter of 2013, Bancorp was medifthat the IRS will examine Bancorp’s 2011 incamereturn. This examination
could result in increased tax payments, interedtpmalties. While management believes tax positave appropriate, the IRS could
challenge Bancorp’s positions as a part of thisyeération. Federal and state income tax returnsuapgect to examination for the tax
return years after 2009.

Bancorp’s policy is to report interest and penaltieany, related to unrecognized tax benefit@ome tax expense. As of
September 30, 2013 and December 31, 2012, the draocmued for the potential payment of interest padalties was $2,000 and
$4,000, respectively.

(14) Fair Value Measurements
Bancorp follows the provisions of authoritative damce for fair value measurements. This guidasidefinitional and disclosure
oriented and addresses how companies should afpnoeasuring fair value when required by US GAARréscribes various
disclosures about financial statement categoridsaamunts which are measured at fair value, if glistiosures are not already
specified elsewhere in US GAAP.
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The authoritative guidance defines fair value asptice that would be received to sell an assphaat to transfer a liability in an
orderly transaction between participants at thesmeament date. It also establishes a hierarchyaiop assets and liabilities carried at
fair value in three levels based upon the marketghich the assets and liabilities trade and thahiity of assumptions used to
determine fair value. These levels are:

e Levell Valuation is based upon quotedeqwifor identical instruments traded in active ratgk

e Level2 Valuation is based upon quotedeqwifor similar instruments in active markets, gdqtrices for identical or similar
instruments in markets that are not active, andahbdsed valuation techniques for which all sigmifit assumptions are
observable in the market.

e Level3 Valuation is generated from modased techniques that use significant assumptionshservable in the market.
These unobservable assumptions would reflect iatestimates of assumptions that market particgpaould 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 use of observahlauits and minimize use of unobservable inputsimvidue measurements. Where
there exists limited or no observable market datencorp uses its own estimates generally consigetiaracteristics of the
asset/liability, the current economic and competignvironment and other factors. For this reasgsults cannot be determined with
precision and may not be realized on an actual@alamediate settlement of the asset or liability.

Bancorp’s investment securities available for sald interest rate swaps are recorded at fair vaiwgerecurring 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 thaiegation of lower of cost or market adjustmentswite-downs of specific assets.

The portfolio of investment securities available $ale is comprised of U.S. Treasury and otherdd8rnment obligations, debt
securities of U.S. government-sponsored corporafiorortgage-backed securities and obligationsadé 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 markéetgs for the instruments. These
assumptions are generally observable in the matiaee and can be derived from or supported by obbér data. These measurem
are classified as Level 2 in the hierarchy above.

Interest rate swaps are valued using primarily L2vaputs. Fair value measurements are obtairged in outside pricing service.
Prices obtained are generally based on dealer sjumachmark forward yield curves, and other relesaservable 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 tdqren and the change in value of
derivative assets and liabilities attributable tedit risk was not significant during 2013.
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Below are the carrying values of assets measurfiratalue on a recurring basis.

Fair value at September 30, 201

(in thousands) Total Level 1 Level 2 Level 3

Assets

Investment securities available for sale

U.S. Treasury and other U.S. government obligat $ 40,00C $ — 3 40,00C $

Government sponsored enterprise obligat 125,07- — % 125,07-

Mortgagebacked securitie 164,64: — 164,64:

Obligations of states and political subdivisions 71,34¢ — 71,34¢

Total investment securities available for sal 401,06. — 401,06.

Interest rate swaps 301 — 301

Total assets $ 401,36 $ — $ 401,36: $

Liabilities

Interest rate swaps $ 301 $ — $ 301 $
Fair value at December 31, 201

(in thousands) Total Level 1 Level 2 Level 3

Assets

Investment securities available for sali

U.S. Treasury and other U.S. government obligat $ 98,00C $ — 3 98,00C $

Government sponsored enterprise obligat 85,74¢ — $ 85,74¢

Mortgage-backed securitie 140,88: — 140,88:

Obligations of states and political subdivisic 60,79 — 60,79

Trust preferred securities of financial institutson 1,01¢ 1,01¢

Total investment securities available for sal 386,44( 1,01¢ 385,42:

Interest rate swaps 41F — 41F

Total assets $ 386,85 $ 1,018 $ 385,837 $

Liabilities

Interest rate swaps $ 41 $ — $ 415 $
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Bancorp had no financial instruments classifiechimit_evel 3 of the valuation hierarchy for assatd fabilities measured at fair value
on a recurring basis at September 30, 2013 or DieeeB1, 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 aegharting 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 classifi¢@vel 3. At September 30, 2013 and Decemhe2@I12 there was no valuati
allowance for the mortgage servicing rights, asfélirevalue exceeded the cost. Accordingly, MSRsrt included in either table
below for September 30, 2013 or December 31, 2012.

Mortgage loans held for sale are recorded at tivell@f cost or market value. The portfolio is comeed 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 carrying value, mortgage loans held f@& asd not included in either table
below for September 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 fextternal appraisals using judgments and estimdtesternal professionals. Many of
these inputs are not observable and, accordinghget measurements are classified as Level 3. gie®ber 30, 2013 and

December 31, 2012, the carrying value of otherestdte owned was $6,565,000 and $7,364,000, tésggc Other real estate own
is not included in either table below, as the Yailue of the properties exceeded their carryingealt September 30, 2013 and
December 31, 2012.

For impaired loans in the following table, the fedue is calculated as the carrying value of do&ns with a specific valuation
allowance, less the specific allowance. As of &eyier 30, 2013, total impaired loans with a vabratillowance were $13.2 million,
and the specific allowance totaled $1.7 milliorsuléng in a fair value of $11.5 million, comparexdtotal impaired loans with a
valuation allowance of $15.2 million, and the sfie@llowance allocation totaling $3.6 million, tétng in a fair value of $11.6
million at December 31, 2012. Losses representhl@ge in the specific allowances for the penmticated.

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

Losses for 9 montt

Fair value at September 30, 201 period ended
(in thousands) Total Level 1 Level 2 Level 3 September 30, 201
Impaired loans $ 11,500 $ — % — 3 11,500 $ (1,187
Losses for 9 montt
Fair value at December 31, 201 period ended
Total Level 1 Level 2 Level 3 September 30, 201
Impaired loans $ 11,628 $ — $ — $ 11,628 $ (1,277)

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 timaireng assets and liabilities is such that traissfeand out of any level are expec
to be rare. For the three months ended Septenth@033, there were no transfers between Levelsdr, 3.
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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 September 30, 2013 and Decemb@Q32,

Carrying

(in thousands) amount Fair value Level 1 Level 2 Level 3
September 30, 201.
Financial assets
Cash and shc-term investment $ 70,52( $ 70,52( $ 70,52( $ — % —
Mortgage loans held for sa 3,82¢ 3,91¢ — 3,91¢ —
Federal Home Loan Bank stock and ott

securities 7,347 7,347 — 7,347 —
Loans, ne 1,680,26: 1,692,14. — — 1,692,14
Accrued interest receivab 5,507 5,507 5,507 — —
Financial liabilities
Deposits $ 188245 $ 1,88515 $ — $ 1,88515 $ —
Shor-term borrowings 88,08t 88,08t — 88,08¢ —
Long-term borrowings 63,32: 64,58: — 64,58 —
Accrued interest payab 12¢ 12¢ 12¢ — —
Off balance sheet financial instruments
Commitments to extend cre« $ 437,244 $ — 3 — 3 — $ —
Standby letters of credit 14,81« (222) — — (222)
December 31, 201:
Financial assets
Cash and shc-term investment $ 67,70: $ 67,70: $ 67,70: $ — % —
Mortgage loans held for sa 14,047 14,43: — 14,431 —
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 $ — $ 1,786,041 $ —
Shor-term borrowings 75,59" 75,59" — 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 cret $ 386,37. $ — $ — 3 — $ —
Standby letters of credit 14,751 (227) — — (227)

Management used the following methods and assungpt@mestimate fair value of each class of findnogrument for which it is
practicable to estimate the value.
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Cash, short-term investments, accrued interest redgble/payable and short-term borrowings
For these short-term instruments, carrying amauatreasonable estimate of fair value.
Federal Home Loan Bank stock and other securities
For these securities without readily available reaiskalues, carrying amount is a reasonable estiofdtar value.
Mortgage loans held for sale

Fair value of mortgage loans held for sale is aeteed by market quotes for similar loans basedan kype, 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 predominant types of loans in Bancenportfolio, fair value of loans is estimated bgatiunting future cash flows using curr
rates at which similar loans would be made to beers with similar credit ratings and for the sammaining maturities (e.g. entrance
price).

Deposits

Fair value of demand deposits, savings accountscariain money market deposits is the amount gayabdemand at the reporting
date. Fair value of fixed-rate certificates of dgipois estimated by discounting future cash flosisg rates currently offered for
deposits of similar remaining maturities.

Long-term borrowings

Fair value of long-term borrowings is estimateddizcounting future cash flows using estimates ofent market rate for instruments
with similar terms and remaining maturities.

Commitments to extend credit and standby letters ofredit

Fair values of commitments to extend credit argreged using fees currently charged to enter iimtdlar agreements and the
creditworthiness of the customers. Fair valuegsaridby letters of credit are based on fees cugrehthrged for similar agreements or
estimated cost to terminate them or otherwiseesetiligations with counterparties at the reportiatg.

Limitations

Fair value estimates are made at a specific poititrie based on relevant market information andrinfition about 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 characteristitgarious financial instruments,
and other factors. These estimates are subjectimature and involve uncertainties and mattersgoifificant judgment and therefore
cannot be determined with precision. Thereforesudated fair value estimates in many instances aaoé substantiated by compari
to independent markets and, in many cases, mayenaalizable in a current sale of the instrumétianges in assumptions could
significantly affect estimates.
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(16)

Regulatory Matters

Bancorp and the Bank are subject to various ca@tplirements prescribed by banking regulationsaaimdinistered 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 imgernandatory, and possibly discretionary, conectictions prescribed by the
regulations or determined to be necessary by thdators, which could materially affect the unaaditonsolidated financial
statements. Bancorp and the Bank met all capitplirements to which they were subject as of Septerd0, 2013.

The following table sets forth Bancorp’s and theBa risk based capital amounts and ratios as pfedeber 30, 2013 and
December 31, 2012.

Minimum for adequately Minimum for well
Actual capitalized capitalized
(Dollars in thousands) Amount Ratio Amount Ratio Amount Ratio
September 30, 201.
Total riskbased capite
1)
Consolidatec $ 276,93t 14.91% $ 148,59: 8.0(% NA NA
Bank 231,411 12.51% 147,98« 8.0(% $ 184,98( 10.0(%
Tier | risk-based capiti
1)
Consolidatec $ 253,65« 13.66% $ 74,27¢ 4.0(% NA NA
Bank 208,22( 11.2¢% 73,96¢ 4.0(%$ 110,95: 6.0(%
Leverage (2
Consolidatec $ 253,65 11.21%$ 67,88: 3.0(% NA NA
Bank 208,22( 9.22% 67,671 3.0(%$ 112,79! 5.0(%
December 31, 2012
Total riskbased capite
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 capiti
Q
Consolidatec $ 228,97: 13.17%$ 69,54« 4.00% NA NA
Bank 198,33¢ 11.4%% 69,34¢ 4.00%% 104,02- 6.0(%
Leverage (2
Consolidatec $ 228,97. 10.7¢% $ 63,66 3.0% NA NA
Bank 198,33¢ 9.37% 63,50 3.0%$ 105,83’ 5.00%

(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. Managemens Discussion and Analysis of Financial Condition and Rssof Operations

This item discusses the results of operations fér Bancorp, Inc. (“Bancorp” or “Company”), and gabsidiary, Stock Yards Bank &
Trust Company (“Bank”) for the three and nine mentinded September 30, 2013 and compares thesdgeiitb the same periods of
the previous year. Unless otherwise indicated:edéirences in this discussion to the Bank included®rp. In addition, the discussion
describes the significant changes in the finarmaldition of Bancorp and the Bank that have occliddring the first nine months of
2013 compared to the year ended December 31, 2ZBidiscussion should be read in conjunction withconsolidated financial
statements and accompanying notes presented il Atein 1 of this report.

This report contains forward-looking statementsarrttie Private Securities Litigation Reform Acttthrevolve risks and uncertainties.
Although Bancorp believes the assumptions undaglitire forward-looking statements contained heregrr@asonable, 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: eawnic conditions both generally and more specificadlthe markets in which Bancorp
and the Bank operate; competition for Bancorp’samegrs from other providers of financial servioggyernment legislation and
regulation which change from time to time and owbich Bancorp has no control; changes in inter@sts; material unforeseen
changes in liquidity, results of operations, oafigial condition of Bancorp’s customers; and otisks detailed in Bancorp’s filings
with the Securities and Exchange Commission, alfluith are difficult to predict and many of whickedeyond the control of
Bancorp.

Overview of 2013 through September 30

Bancorp completed the first nine months of 2013wiét income of $20.9 million or 8% more than thenparable period of 2012. The
increase is due primarily to a lower provision lfman losses, higher non-interest income and netdst income, partially offset by
increased non-interest expenses and income taxisgpdiluted earnings per share for the first mmanths of 2013 were $1.47,
compared to the first nine months of 2012 at $1.B&8ncorp’s results for the first nine months ol20ncluded the effect of several
unusual items. Excluding these items, net incoon¢hfe year-to-date period ended September 30,,2048%$21.1 million or $1.49 per
diluted share. See the Non-GAAP Financial Measseetion for details on reconciliation to US GAARasures.

On April 30, 2013, Bancorp completed the acquisitid 100% of the outstanding shares of THE BANCdmp, (“Oldham”), parent
company of THE BANK — Oldham County, Inc. As auk®of the transaction, THE BANK — Oldham Countymged into Stock
Yards Bank & Trust Company. Since the acquisitlate, results of operations acquired in the Oldtramsaction have been included
in Bancorp’s financial results. The Oldham tratisechas been accounted for using the acquisitiethod of accounting and,
accordingly, assets acquired, liabilities assunretiansideration transferred were recorded at astighfair value on the acquisition
date. The fair value adjustments resulted in as¢® acquired in excess of the consideration paidordingly, a non-taxable gain of
$449,000 was recognized. In connection with thgh@in acquisition, Bancorp incurred expenses tgdlih548,000 related to
executing the transaction and integrating and aomiftg acquired operations with and 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 igdifference between interest income earned on laansstment securities and other
interest earning assets less interest expensepasitiaccounts and other interest bearing liaeditiLoan volume and the interest rates
earned on those loans are critical to overall pabfiity. Similarly deposit volume is crucial torfding loans and rates paid on deposits
directly impact profitability. Business volumeganfluenced by overall economic factors includingrket interest rates, business
spending, consumer confidence and competitive ¢iongiwithin the marketplace.
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Net interest income increased $1,815,000, or 3f8fthe first nine months of 2013, compared tosame period in 2012. The net
interest margin declined to 3.78% for the firsteimonths of 2013, compared to 3.99% for the samegm 2012. Interest income
decreased as the negative effect of decliningestentes earned offset the positive effect ofeiased volumes on earning assets.
Interest expense decreased even further due ta foweing costs on deposits arising from lower riest rates, a more favorable deg
mix, and fewer outstanding FHLB borrowings. Corginterest margin is addressed in the notes taveeage balance sheets later in
this section.

Also favorably impacting 2013 results, Bancarprovision for loan losses was $5.0 million foe first nine months of 2013, compa
to $9.0 million in the first nine months of 201Zhe provision for loan losses is calculated afmrsidering credit quality factors, and
ultimately relies on an overall internal analysighe risk in the loan portfolio. Bancorp’s allomae for loan losses was 1.70% of total
loans at September 30, 2013, compared to 2.01%alflbans at December 31, 2012, and 1.98% at Sdyete30, 2012.

Total non-interest income in the first nine month2013 increased $861,000 compared to the sandpar2012, and remained
consistent at 34% of total revenues, reflectingdases in investment management and trust sergeesgce charges on deposit
accounts, bankcard transaction revenue, and tineogaihe Oldham acquisition, partially offset bgiecrease in gains on sales of
mortgage loans.

Total non-interest expense in the first nine mowh2013 increased $3.7 million, or 7.6%, comparethe same period in 2012 due to
onetime acquisition costs related to the Oldham tretisa, increases in personnel costs and data @ingeexpenses. These incree
were partially offset by decreases in furniture agdipment expense and other expenses.

Tangible common equity (TCE), a non-GAAP measw@®, ineasure of a company’s capital which is usefeValuating the quality
and adequacy of capital. The ratio of tangible cammquity to total tangible assets was 9.78% &eptember 30, 2013, compared to
9.52% at December 31, 2012. See the Non-GAAP EiahWeasures section for details on reconciliatotyS GAAP measures.

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

Net income of $7,682,000 for the three months er@latember 30, 2013 increased $1.0 million, or%5fom $6,682,000 for
the comparable 2012 period. Basic net income lpreswas $0.53 for the third quarter of 2013, andiase of 10.4% from the
$0.48 for the third quarter of 2012. Net income g®are on a diluted basis was $0.53 for the tpirrter of 2013, compared to
$0.48 for the third quarter of 2012, a 10.4% inseca

Annualized return on average assets and annualitedh on average stockholders’ equity were 1.36%18.70%, respectively,
for the third quarter of 2013, compared to 1.27% &8.31%, respectively, for the same period in 2012

Net income of $20,857,000 for the nine months erlgatember 30, 2013 increased $1,570,000, or §rd%h,$19,287,000 for tr
comparable 2012 period. Basic net income per shase$1.47 for the first nine months of 2013, amease of 5.8% from the
$1.39 for the first nine months of 2012. Net ineoper share on a diluted basis was also $1.4hédfirst nine months of 2013
compared to $1.38 for the same period of 2012narease of 6.5%.

Bancorp’s results for the third quarter and finstenmonths of 2013 included the effect of severalawal items. Excluding these
items, net income for the third quarter of 2013 gedr-to-date period ended
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September 30, 2013, was $7.4 million or $0.51 jeatatl shares and $21.1 million or $1.49 per diugbare, respectively. See
the Non-GAAP Financial Measures section for detilseconciliation to US GAAP measures.

Annualized return on average assets and annualitedh on average stockholders’ equity were 1.2W#12.86%, respectively,
for the first nine months of 2013, compared to %28nd 13.20%, respectively, for the same perid2Dit2.

Net Interest Income

The following tables present the average balaneetstor the three and nine month periods endett®éyer 30, 2013 and 2012
along with the related calculation of tax-equivaleet interest income, net interest margin andmntetest spread for the related
periods. See the notes following the tables fahkr explanation.
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Average Balances and Interest Rates — Taxable Equlent Basis

Three months ended September 3

2013 2012
Average Average Average Average
(Dollars in thousands) balances Interest rate balances Interest rate
Earning assets:
Federal funds sol $ 75,70 $ 63 0.32%$ 110,26: $ 82 0.3(%
Mortgage loans held for sa 5,68¢ 57 3.9&% 11,77¢ 98 3.31%
Securities
Taxable 301,41: 1,55¢ 2.05% 211,42: 1,321 2.4%
Tax-exempt 58,64 41z 2.7% 49,19t 371 3.0(%
FHLB stock and other securiti 7,34 72 3.8%% 6,18( 58 3.7%
Loans, net of unearned income 1,674,04 20,36 4.8% 1,551,42. 20,10° 5.16%
Total earning assets 2,122,84. 22,52( 4.21% 1,940,26. 22,03 4.52%
Less allowance for loan losses 33,03¢ 32,78¢
2,089,80: 1,907,47!
Non-earning asset:
Cash and due from ban 34,21 32,27¢
Premises and equipme 39,91( 37,76(
Accrued interest receivable and other
asset: 101,01: 115,99¢
Total assets $ 2,264,93 $ 2,093,51
Interest bearing liabilities:
Deposits:
Interest bearing demand depo! $ 402,24t $ 88 0.0¢% $ 318,56¢ $ 12t 0.15%
Savings deposil 100,53. 11 0.04% 80,63: 1€ 0.0&%
Money market deposi 590,89! 31: 0.21% 555,45( 47¢ 0.34%
Time deposit: 359,86 797 0.8t% 376,22¢ 1,10¢ 1.17%
Securities sold under agreements to
repurchasi 64,65: 38 0.22% 57,87¢ 46 0.32%
Fed funds purchased and other short term
borrowings 19,62¢ 9 0.1&% 19,36¢ 8 0.16%
FHLB advance! 31,97( 221 2.7&% 60,42« 34t 2.21%
Long-term debt 30,90( 775 9.92% 30,90( 778 9.950%
Total interest bearing liabilities 1,600,68 2,25( 0.56% 1,499,44! 2,89 0.71%
Non-interest bearing liabilities:
Nor-interest bearing demand depo: 413,69! 346,94.
Accrued interest payable and other
liabilities 28,03( 47,35¢
Total liabilities 2,042,40! 1,893,74
Stockholders' equity 222,52¢ 199,76t
Total liabilities and
stockholders’ equity $  2,264,93 $ 2,093,51
Net interest income $ 20,27( $ 19,14
Net interest spread 3.65% 3.7 %
Net interest margin T 3.7 T 3.9%
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Nine months ended September 3

2013 2012
Average Average Average Average
(Dollars in thousands) balances Interest rate balances Interest rate
Earning assets:
Federal funds sol $ 93,66: $ 21t 0.31% $ 96,36¢ $ 21¢€ 0.3(%
Mortgage loans held for sa 6,661 177 3.55% 7,771 217 3.7%
Securities
Taxable 269,28t 4,19:¢ 2.08% 208,06t 4,13¢ 2.6€%
Tax-exempt 53,86( 1,22( 3.0%% 51,18: 1,28¢ 3.35%
FHLB stock and other securiti 6,771 19t 3.85% 6,09¢ 17z 3.7%
Loans, net of unearned income 1,628,26. 59,15( 4.8€% 1,529,44 59,92¢ 5.23%
Total earning assets 2,058,50! 65,15( 4.2% 1,898,92 65,95¢ 4.6%
Less allowance for loan losses 33,04¢ 31,85¢
2,025,45! 1,867,06.
Non-earning asset:
Cash and due from ban 33,21 31,137
Premises and equipme 38,25¢ 37,79
Accrued interest receivable and other as 96,08 115,32(
Total assets $ 2,193,0L $ 2,051,31
Interest bearing liabilities:
Deposits:
Interest bearing demand depo! $ 375,40¢( $ 274 0.1%$ 312,88 % 402 0.17%
Savings deposil 94,80" 29 0.04% 77,307 48 0.0&%
Money market deposi 574,99: 911 0.21% 531,52° 1,40 0.35%
Time deposit: 369,24 2,61¢ 0.95% 386,65: 3,79¢ 1.31%
Securities sold under agreements to
repurchasi 58,88: 10€ 0.2%% 59,501 13¢ 0.31%
Fed funds purchased and other short term
borrowings 20,37( 2€ 0.17% 20,08¢ 24 0.16%
FHLB advance! 31,90¢ 657 2.7%% 60,42¢ 1,072 2.3™%
Long-term debt 30,90( 2,31¢ 10.0%% 31,66¢ 2,341 9.8&%
Total interest bearing liabilities 1,556,50: 6,94( 0.6(% 1,480,05! 9,227 0.8%
Non-interest bearing liabilities:
Nor-interest bearing demand depo: 393,31¢ 329,65¢
Accrued interest payable and other
liabilities 26,30¢ 46,38:
Total liabilities 1,976,13. 1,856,09!
Stockholders’ equity 216,87¢ 195,21
Total liabilities and stockholders’
equity $ 2,193,01 $ 2,051,31
Net interest income $ 58,21 $ 56,72¢
Net interest spread 3.63% 3.81%
Net interest margin 3.7¢% 3.9%9%
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Notes to the average balance and interest ratestabl

* Netinterest income, the most significant comporéithe Bank’s earnings is total interest inconsslotal interest expense.
The level of net interest income is determinedhsy/mix and volume of interest earning assets,astdyearing deposits and
borrowed funds, and changes in interest rates.

* Netinterest spread is the difference betweenakahie equivalent rate earned on interest earrisgts less the rate expensed
on interest bearing liabilities.

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

« Interest income on a fully tax equivalent basidudes the additional amount of interest income #atld have been earnet
investments in certain tax-exempt interest earasgpts had been made in assets subject to feabezalytielding the same
after-tax income. Interest income on municipalsigies and loans have been calculated on a fakyeuivalent basis using a
federal income tax rate of 35%. The approximatestguivalent adjustments to interest income we&3F00 and $344,000,
respectively, for the three month periods endede®elper 30, 2013 and 2012 and $755,000 and $1,088,@8pectively, for
the nine month periods ended September 30, 201 2@l

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

Fully taxable equivalent net interest income of 828illion for the three months ended Septembe28Q3 increased $1.2 million, or
5.9%, from $19.1 million when compared to the sgrkod last year. Net interest spread and netastenargin were 3.65% and
3.79%, respectively, for the third quarter of 2@1® 3.75% and 3.92%, respectively, for the thirdrtgr of 2012. Net interest income
for the third quarter of 2013 continued to refladtigher amount of prepayment fees, late penaltidsnterest adjustments, and also
included approximately $378 thousand for an intesdfustment on a non-accrual loan. Adjusting fiaise sources of additional
income, Bancorps more normalized or core net interest margin wa3% for the third quarter of 2013. The table bekhows the mo
recent five quarters of net interest margin ane et interest margin. See the Non-GAAP Financieh®res section for details on
reconciliation to US GAAP measures.

9/30/2013 6/30/2013 3/31/2013 12/31/2012 9/30/2012
Net interest margi 3.7% 3.72% 3.82% 3.7¢% 3.92%
Prepayment penalties / late char -0.0€% -0.04% -0.0€% -0.0%% -0.07%
Interest adjustment on n-accrual loar -0.07%
Accretion of fair value adjustments -0.02% -0.02%
Core net interest margin 3.65% 3.6€% 3.71% 3.74% 3.85%

Fully taxable equivalent net interest income of 258illion for the nine months ended September283 increased $1.5 million, or
2.6%, from $56.7 million when compared to the sgkod last year. Net interest spread and netastenargin were 3.63% and
3.78%, respectively, for the first nine months 612 and 3.81% and 3.99%, respectively, for thé firse months of 2012.
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The net interest margin for the first nine month@@13 and 2012 included the impact of interestisitiients and penalties paid by
customers due to the early repayment of loans wénilcled an estimated 10 and 6 basis points to the &0d 2012 margins,
respectively. The net interest margin was neghtiaffected by an ongoing low interest rate envinemt and a competitive loan
market, both of which are likely to continue in floeeseeable future. Increasing competitive loacing could negatively impact net
interest margin in future quarters.

Approximately $621.6 million, or 36%, of the Bank&ans are variable rate; most of these loansmaiexied to the prime rate and may
reprice as that rate changes. However, approxiynd831.6 million of variable rate loans have rezdltheir contractual floor of 4% or
higher. Approximately $102.2 million of variablate loans have contractual floors below 4%. Theaiging $187.8 million of
variable rate loans have no contractual floor. Baak intends to establish floors whenever possiplen acquisition of new
customers. The Bank’s variable rate loans aregrilyncomprised of commercial lines of credit amdlrestate loans. At inception,
most of the Bank’s fixed rate loans are priceceiation to the five year Treasury bond.

Average earning assets increased $159.6 millid 4%, to $2.06 billion for the first nine months2i13 compared to 2012, reflecting
growth in the loan portfolio and investment sedesit Average interest bearing liabilities increa$@6.5 million, or 5.2%, to $1.56
billion for the first nine months of 2013 comparted2012 primarily due to increases in interest ingatiemand, savings and money
market deposits, partially offset by decreasesitifccates of deposits, securities sold under exgients to repurchase and FHLB
advances. Growth in overall deposits supports tpamth, while decreasing time deposit balancesF#idB advances contribute to
lower interest expense.

In the third quarter of 2013, Bancorp announcedtlithatends to redeem $30.0 million, or the entitgstanding amount, of its 10%
fixed-rate cumulative trust preferred securities resglim$3.0 million savings of interest expense id2@nd forward. The redempti
price will be equal to 100% of the aggregate ligtiimh amount of the trust preferred securities plug accumulated and unpaid
distributions thereon to the date of redemption.

Asset/Liability Management and Interest Rate Risk

Managing interest rate risk is fundamental forfthancial services industry. The primary objectdfanterest rate risk management is
to neutralize effects of interest rate changesadrnintome. 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 enstomer requirements.

Interest Rate Simulation Sensitivity Analysis

Bancorp uses an earnings simulation model to etgianrad evaluate the impact of an immediate chamgaerest 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 desettsemodel can reveal approximate
interest rate risk exposure. The simulation moslelsed by management to gauge approximate resegts g specific change in inter
rates at a given point in time. The model is tfegrea tool to indicate earnings trends in giveeriast rate scenarios and does not
indicate actual expected results.

The September 30, 2013 simulation analysis, wHhiciws very little interest rate sensitivity, indieatthat an increase in interest rate
100 to 200 basis points would have a negative effemet interest income,
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and a decrease of 100 basis points in interest vateld also have a negative impact. These estin@tesummarized below.

Net interest
income change

Increase 200b (4.79%
Increase 100b (3.4%
Decrease 100k (2.6¢)
Decrease 200k N/A

Loans indexed to the prime rate, with floors of déhigher, comprise approximately 19% of total lmai®ince the prime rate is
currently 3.25%, rates would have to increase rtttae 75 bp before the rates on such loans will rifgis 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 lowstes. The scenario of rates decreasing 200 hq issasonably possible given current
low rates for short-term instruments and most diggos

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

Provision for Loan Losses

The provision for loan losses was $1.3 million &2d5 million for the third quarter of 2013 and 20i@spectively, and $5.0 million
and $9.0 million for the first nine months of 204:13d 2012, respectively. The provision for loarséssis calculated after considering
credit quality factors, and ultimately relies onaerall internal analysis of the risk in the Iqaortfolio. The provision reflects an
allowance methodology that is driven by risk raindlanagement continues to see favorable trend®dit quality metrics and
believes Bancorp remains adequately reserved lmasisl current assessment of overall risk in ttaa Iportfolio. Bancorp intends to
remain cautious in assessing the potential ristsitban portfolio and expects to maintain the wloce for loan losses at recently high
levels, at least for the near term, until creditnoe improve further.

Management utilizes loan grading procedures whesllt in specific allowance allocations for tharested inherent risk of loss for
impaired loans. For all loans graded, but notviallially reviewed for specific allowance allocatima general allowance allocation is
computed using factors typically developed oveetimased on actual loss experience. The specifigandral allocations plus
consideration of qualitative factors represent ngangent’s best estimate of probable losses contamie loan portfolio at the
evaluation date. Although the allowance for loassks is comprised of specific and general allosatibe entire allowance is available
to absorb any credit losses. Based on this ddtaialysis of credit risk, management considersaliogvance for loan losses adequate
to cover probable losses inherent in the loan pliotht September 30, 2013.

Prior to the third quarter of 2013, management mneabthe appropriateness of the allowance for losses in its entirety using

(a) quantitative (historical loss rates) and gaéiie factors (management adjustment factors) asattonomic outlook and business
conditions, and level and trend in delinquencidsicitv were combined with the historical loss ratesreate the baseline factors that
were
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allocated to the various loan categories; (b) $jgeailocations on impaired loans, and (c) an wtwted amount. The unallocated
amount was evaluated on the loan portfolio iniitsrety and was based on additional factors, ssamagional and local economic
trends and conditions, changes in volume and ggwa&frpast due loans, volume of non-accrual loankjme and severity of adversely
classified or graded loans and other factors amtis that affect specific loans and categoriesarid, such as a heightened risk in the
commercial and industrial loan portfolios.

During the third quarter of 2013, Bancorp refinedallowance calculation whereby it “allocated” ghagrtion of the allowance that was
previously deemed to be unallocated allowance basadanagement’s determination of the appropriatditgtive adjustment. This
refined allowance calculation includes specifioafnce allocations to loan portfolio segments at&aber 30, 2013 for qualitative
factors including, among other factors, (i) naticarad local economic and business conditionsti{@)quality and experience of lend
staff and management, (iii) changes in lendinggiedi and procedures, (iv) changes in volume anerggwf past due loans, classified
loans and non-performing loans, (v) potential impgE@ny concentrations of credit, (vi) changeghi@ nature and terms of loans such
as growth rates and utilization rates, (vii) chanigethe value of underlying collateral for coll@kdependent loans, and (viii) the eff
of other external factors such as the legal andlatgry environment. Bancorp may also consideeotfualitative factors in future
periods for additional allowance allocations, irthg, among other factors, changes in Bancorp's teasiew process and staff. This
refined allowance calculation did not result in diddal overall recovery or provision for loan lessfor 2013. As a result of the refit
allowance calculation, the allocation of our allowe is not comparable with periods prior to Sepnd®, 2013.

An analysis of the changes in the allowance fon logses and selected ratios for the three andmorgh periods ended September
2013 and 2012 follows:

Three months ended September 3 Nine months ended September 3

(Dollars in thousands) 2013 2012 2013 2012
Balance at the beginning of the per $ 31,980 $ 31L,77: $ 31,88, $ 29,74t
Provision for loan losse 1,32¢ 2,47¢ 4,97t 9,02¢
Loan charge-offs, net of recoveries (4,31F) (3,009 (7,866 (7,525)
Balance at the end of the period $ 28,99( $ 31,24 $ 28,99( $ 31,24¢
Average loans, net of unearned income $ 1,684,71. $ 1,583,26! $ 1,638,13. $ 1,560,71;
Provision for loan losses to average loans (1) 0.0€% 0.1€% 0.3(% 0.5¢%
Net loan charc-offs to average loans (1) 0.2€% 0.1% 0.4€% 0.4€%
Allowance for loan losses to average loans 1.72% 1.97% 1.77% 2.0(%
Allowance for loan losses to period-end loans 1.7C% 1.9¢% 1.7(% 1.9¢%

(1) Amounts not annualized

Loans are charged off when deemed uncollectibleadiods is identified or after underlying collaidras been liquidated; however,
collection efforts may continue and future recogerinay occur. Periodically, loans are partiallyrgkd off to the net realizable value
based upon evaluation of related collateral.
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An analysis of net charge-offs by loan categorytii@rthree and nine month periods ended Septenth@033 and 2012 follows:

Three months Nine months
ended September 3 ended September 3

(in thousands) 2013 2012 2013 2012

Net loan chargeoffs (recoveries)

Commercial and industrii $ (1939 $ 951 $ a7 $ 4,44t
Construction and developme 4,44( 1,211 6,27¢ 1,33¢
Real estate mortga¢- commercial investmet (83 45C 752 86¢
Real estate mortga¢ owner occupied commerci — 107 357 86
Real estate mortga¢ 1-4 family residentia 60 164 52¢ 29t
Home equity (8 57 27 51t
Consumer 99 63 10z (19
Total net loan charge-offs $ 4,31 $ 3,00 $ 7,866 $ 7,52t

The increase in net chargéfs in the construction and development categoryttie nine months ended September 30, 2013 wgealy:
due to one relationship which migrated from subddad to non-performing status in the first quaaie2013. At the time of the
migration, Bancorp recorded partial charge-offgfmnoutstanding loans. Based on updated collate@edliations, Bancorp recorded
additional partial charge-offs on the same outdtanptbans in the third quarter of 2013.
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Non-interest Income and Expenses

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

Three months Nine months
ended September 3! ended September 3l
(In thousands) 2013 2012 2013 2012
Nor-interest income
Investment management and trust serv $ 4017 $ 3,51t $ 12,03. $ 10,67¢
Service charges on deposit accot 2,34¢ 2,161 6,592 6,341
Bankcard transaction reven 1,08 98t 3,06¢ 2,96
Gains on sales of mortgage loans held for 65¢ 1,271 2,33: 2,88z
Loss on sales of securities available for — — (5) —
Brokerage commissions and fe 45€ 651 1,69: 1,844
Bank owned life insurance incor 26C 22€ 771 743
Gain on acquisitiol — — 44¢ —
Other 82t 98C 2,25¢ 2,87¢
Total non-interest income $ 9,65: $ 9,79t $ 29,19. $ 28,33(
Nor-interest expense
Salaries and employee bene $ 10,50¢ $ 9,711 $ 30,18t $ 28,18¢
Net occupancy expen: 1,52¢ 1,36t 4,18¢ 4,19¢
Data processing expen 1,52( 1,29¢ 4,69t 4,131
Furniture and equipment exper 26¢ 347 84¢€ 96&
FDIC insurance expen: 34¢ 39¢ 1,05¢ 1,09¢
Acquisition cost — — 1,54¢ —
Other 3,40¢ 3,92¢ 9,45¢ 9,711
Total non-interest expenses $ 1757, $ 17,04 $ 51,97. $ 48,28¢

Total non-interest income decreased $143,000,586 lfor the third quarter of 2013 and increasedl$@80, or 3.0% for the first nine
months of 2013, compared to the same periods i2.201

Investment management and trust services incomehwebnstitutes an average of 40% of non-interegtme, increased $502,000, or
14.3%, in the third quarter of 2013, and $1,357,@00.2.7% for the first nine months, as compaceth¢ same periods in 2012,
primarily due to an increased market value of assetler management and, to a lesser extent, aas&in one-time estate fees. The
magnitude of investment management and trust revdistinguishes Bancorp from other community basfke@milar asset size. Alot
with the effects of improving broader investmentkea conditions, this area of the Bank continuedrmw through attraction of new
business and retention of existing business, nebohal attrition. Trust assets under managemeBeptember 30, 2013 were $2.14
billion, compared to $1.92 billion at September 3012. Most recurring fees earned for managingaats are based on a percentage
of market value on a monthly basis. While feesta®ed on market values, they typically do not flatd directly with the overall stock
market. Accounts usually contain fixed income aqdity asset classes, which generally react inlyetseach other. Some revenues
of the investment management
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and trust department, most notably executor, ims#raand some employee benefit plan-related feesianrecurring in nature and tl
timing of these revenues corresponds with theedlatiministrative activities.

Service charges on deposit accounts increased B Gr 8.7%, in the third quarter of 2013, and1%@80, or 4.0%, for the first nine
months of 2013, as compared to the same perio28lia. Service charge income is driven by transaatdlume, which can fluctuate
throughout the year, and has increased in the thiedter due to addition of accounts in the Oldi@mnsaction in the second quarter
significant component of service charges is relédefdes earned on overdrawn checking accountg sburce of income has
experienced a downward trend over the past twosydiae to customer behavior and increased regulegstyictions. Management
expects this trend to continue.

Bankcard transaction revenue increased $102,0010).48%6, in the third quarter of 2013, and $101,@0(&.4% for the first nine
months nine months of 2013, compared to the samedsen 2012, and primarily represents incomeBhak derives from customers’
use of debit cards. These increases are the mdfdolttreased volume due to addition of accounthénOldham transaction in the
second quarter. Most of this revenue is interckdngome based on rates set by service providexeampetitive market. Beginning
in October 2011, this rate was set by the FedezakRre Board for banks with over $10 billion ineiss While this threshold indicates
Bancorp will not be directly affected, it appedristchange will affect Bancorp as vendors gravitatewer cost interchanges. While
there are many uncertainties about its effect timakely when these changes may take place, theBaahk legislation will negative
affect this source of income.

Gains on sales of mortgage loans decreased $61&088.4%, in the third quarter of 2013, and $689, or 19.0%, for the first nine
months of 2013, as compared to the same perio23lia. The Bank’s mortgage banking department raigis residential mortgage
loans to be sold in the secondary market. Inteegss on the loans sold are locked with the borr@me investor prior to closing the
loans, thus Bancorp bears no interest rate risitaelto these loans. The department offers comreit VA and FHA financing, for
purchases and refinances, as well as programggbtifne home buyers. Interest rates on mortgaged directly impact the volume of
business transacted by the mortgage banking divisibhe effect of decreasing volume of loans solithe first nine months of 2013
was more than offset by higher gains per loanthénsecond quarter of 2013, market rates for mgetd@ans increased, resulting in
lower volume of refinance activity in the second éinird quarters. Purchase loan activity, howekias continued to rise, with the
number of purchase loans increasing 18% in thd tuarter over the year-earlier quarter and 24%hferyear-to-date period.

In the second quarter of 2013, Bancorp sold ohbigatof state and political subdivisions with tgtalr value of $385,000, generating a
loss of $5,000. These securities, acquired in tb&n transaction, were sold in the ordinary coofsavestment management
because they did not meet Bancorp’s current investrstrategy. No securities were sold in 2012.

Brokerage commissions and fees decreased $19m080,0%, in the third quarter of 2013, and $15Q,6008.2% for the first nine
months of 2013, as compared to the same perio@ig,Zorresponding to overall brokerage volumeokBrage commissions and fees
earned consist primarily of stock, bond and mutuatl sales as well as wrap fees on accounts. Yéempare charges for investment
programs that bundle together a suite of servieuash as brokerage, advisory, research, and managesne based on a percentage of
assets. Bancorp deploys its brokers primarilyughoits branch network, while larger managed actsoare serviced in the investment
management and trust department. In the secormtequ 2013, the departure of two brokers resuitea decline of accounts, many
which included wrap fees.

46




Table of Contents

However, after consideration of related expensesdecline in préax income is expected to be less than $100,000tbeenext twelvi
months.

Bank Owned Life Insurance (BOLI) income totaled $2®0 and $226,000 for the third quarter of 2018 2012, respectively, and
totaled $771,000 and $743,000 for the first ninenthe of 2013 and 2012, respectively. BOLI représ#re cash surrender value for
life insurance policies on certain key employees Wave provided consent for the Bank to be the fidary of a portion of such
policies. Any proceeds received under the poliaied the related change in cash surrender valueeoeded as non-interest income.
This income helps offset the cost of various empdogenefits.

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 datbe fair value adjustments resulted
in net assets acquired in excess of the considarptid. Accordingly, a non-taxable gain of $44®,0vas recognized.

Other non-interest income decreased $155,000,.884,5n the third quarter of 2013 as compared éoséime period in 2012, primarily
due to a $72,000 decrease in fees related to ngerigading, and a variety of other factors, nonalith were individually

significant. Other nomnterest income decreased $620,000, or 21.5%egiffist nine months of 2013 as compared to the gzenied ir
2012, primarily due to a $627,000 increase in lee of the domestic private investment fund infthet quarter of 2012.
Management liquidated its investment in this fuffdaive March 31, 2012. This decrease was paytiafiset by a variety of other
factors, none of which were individually signifidan

Total non-interest expenses increased $526,008,186, for the third quarter of 2013 as comparetthéosame period in 2012 and
$3,683,000, or 7.6%, for the first nine months @12 as compared to the same period in 2012.

Salaries and employee benefits increased $79700@)2%, for the third quarter of 2013, and $1,990, or 7.1% for the first nine
months of 2013, as compared to the same period81H, largely due to increased staffing levelsmradrincreases in salaries, higher
health insurance costs, bonus accruals and $taskd compensation expense. Increased staffiets lecluded senior staff with higt
per capita salaries in wealth management, lendidg@an administration functions and the staff éases resulting from the Oldham
transaction. At September 30, 2013, the Bank H&dfgll time equivalent employees compared to 49%eptember 30, 2012.

Net occupancy expense increased $157,000, or 11n5%e third quarter of 2013, and decreased $10,000.2% in the first nine
months of 2013, as compared to the same perio281. Approximately half of the quarterly variariselue to the increase of four
additional locations as a result of the Oldhamdaation. For the first nine months, the increassfiset by a $150,000 one-time rent
refund on a leased facility which lowered rent exgeein the first quarter of 2013.

Data processing expense increased $224,000, dvolii.he third quarter of 2013, and $564,000, a7 ¥3for the first nine months of
2013, compared to the same periods of 2012, ladyedyto $144,000 additional core data processipgrese related to Oldham in the
third quarter of 2013. The Oldham customer accdatd was converted to Bancorp’s system in the tirarter of 2013, which will
eliminate the duplicate data processing expenggisiiag in the fourth quarter of 2013. This catggalso includes ongoing computer
equipment maintenance costs related to investmemsw technology needed to improve the pace a¥elgl channels and internal
resources.
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Furniture and equipment expense decreased $78r@059% for the third quarter of 2013, and $119,a00L2.3% for the first nine
months of 2013, as compared to the same perio2i3lia. These fluctuations relate to a variety ofdes, none of which were
individually significant.

FDIC insurance expense decreased $50,000, or 1208%be third quarter of 2013, and $40,000 or 3fé¥the first nine months of
2013, as compared to the same periods in 2012 a¥bessment is calculated quarterly by the FDIC.

In connection with the Oldham acquisition, Bancimiqurred expenses in the second quarter of 20a8to executing the transaction
and integrating and conforming acquired operatigitls and into Bancorp. Those expenses consistgeliaonf conversion of systems
and/or integration of operations, professional iseis; costs related to termination of existing cactual arrangements of Oldham to
purchase various services; initial marketing arahmmtion expenses designed to introduce Banconts ttew customers; and printing,
postage, supplies, and other costs of completiagrémsaction.

A summary of acquisition costs, all recorded indkeond quarter of 2013, included in the consadatatement of income follows:

(in thousands)

Data conversion expens $ 90¢€
Consulting 262
Salaries and employee bene 10z
Legal 96
All other 181
Total acquisition costs $ 1,54¢

Other noninterest expenses decreased $524,000 or 13.3% thitd quarter of 2013, and $257,000 or 2.6% Hierftrst nine months ¢
2013, as compared to the same periods in 2012qiiaeerly decrease is due primarily to a decrea$4®4,000 of write-downs on
other real estate, a one-time decrease of $50t00@rketing expense related to a debit card resvardgram conversion, partially
offset by $147,000 in amortization of the core dgpimtangible asset recorded as a result of thih&h transaction and a variety of
other individually insignificant variances. In thierd quarter of 2013, Bancorp wrote off $365,@@@ther real estate, as the maximum
regulatory holding period of 10 years was reacfiéa. year to date increase is due largely to a deeref $812,000 of write-downs on
other real estate and a one-time decrease of $DM0narketing expense related to a debit cardwrdsyprogram conversion, partially
offset by $245,000 in amortization of the core dgpimtangible asset. This category also includgal and professional fees,
advertising, printing, mail and telecommunicatiomsne of which had individually significant variasc

Bancorp’s third quarter 2013 efficiency ratio wds/2% compared with 58.91% in the third quarter yasir. For the first nine months
of 2013, the efficiency ratio was 59.46%, comparef6.77% for the same period in 2012.
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Income Taxes

In the third quarter of 2013, Bancorp recorded medax expense of $3,091,000, compared to $2,388d@ahe same period in 2012.
The effective rate for the three month period wa§% in 2013 and 26.3% in 2012. Bancorp recordedme tax expense of
$8,842,000 for the first nine months of 2013, coraddo $7,369,000 for the same period in 2012. dffextive rate for the nine mor
period was 29.8% in 2013 and 27.6% in 2012. Teease 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 the recogndifarertain federal historic
rehabilitation tax credits in 2012 that did notuem 2013.

Commitments

Bancorp uses a variety of financial instrumentghanormal course of business to meet the finameiatls of its customers. These
financial instruments include commitments to exteretit and standby letters of credit. A discussibBancorp’s commitments is
included in Note 8.

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 alederminable contractual obligations.

b) Financial Condition
Balance Sheet

Total assets increased $141.5 million, or 6.6%mf&2.15 billion on December 31, 2012 to $2.29 dnillon September 30, 2013. The
most significant contributor to the increase wask which increased $124.7 million in the firsteamonths as the result of increased
organic production and the Oldham acquisition, Wwhiontributed $38.8 million. Securities availafde sale increased $14.6 million,
due largely to the Oldham acquisition, which ad#&d.0 million reduced by sales of securities tata$385,000 that did not meet
Bancorp’s strategy. The increase was offset byurimag securities in the first quarter which weretchad with short-term seasonal
deposits which also decreased in the first quaift@013. Federal funds sold decreased $1.6 mijllihile mortgage loans held for s
decreased $10.2 million.

Total liabilities increased $120.0 million, or 6.2%©m December 31, 2012 to $2.06 billion on Seften80, 2013. The most
significant component of the increase was depostig;h increased $100.8 million, or 5.7%, largedyaaresult of the Oldham
transaction, which added $122.3 million, partiaffset by expected withdrawals and maturities afrskerm seasonal deposits in the
first quarter. Federal funds purchased increagd&d3$million on September 30, 2013 to cover shemtatfunding needs.
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Elements of Loan Portfolio

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

(in thousands) September 30, 201 December 31, 201,
Loans by type
Commercial and industrii $ 500,47¢ $ 426,93(
Construction and developme 135,78t 131,25!
Real estate mortgag
Commercial investmer 429,83 414,08:
Owner occupied commerci 326,52: 304,11
1-4 family residentia 180,16: 166,28(
Home equity- first lien 38,36¢ 39,36
Home equity - junior lien 63,98: 65,79(
Subtotal: Real estate mortgage 1,038,86. 989,63:
Consumer 34,13( 36,78(
Total loans $ 1,709,251 $ 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 September 30, 2013 and December 31, 20&2otal loans of this nature we
$11.8 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) September 30, 201 December 31, 201.
Non-accrual loan: $ 20,28: $ 18,36(
Troubled debt restructurir 8,58¢ 10,96¢
Loans past due 90 days or more and still accruing 1,61t 71¢
Non-performing loan: 30,48¢ 30,04¢
Foreclosed real estate 6,56¢ 7,364
Non-performing assets $ 37,04¢ $ 37,41:
Non-performing loans as a percentage of total Ic 1.7¢% 1.9(%
Non-performing assets as a percentage of total assets 1.62% 1.74%
Allowance for loan losses as a percentage of nofoqeing loans 95% 10€%

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

(in thousands) September 30, 201 December 31, 201
Non-accrual loans by type

Commercial and industrii $ 45€¢ $ 1,55¢
Construction and developme 9,87( 10,86
Real estate mortga¢- commercial investmet 5,24: 2,071
Real estate mortga¢- owner occupied commerci 1,97: 1,52¢
Real estate mortga¢ 1-4 family residentia 2,54¢ 2,27¢
Home equity and consumer loans 19¢ 59
Total loans $ 20,28 $ 18,36(

Bancorp has five borrowers, all in its primary metrkwvho account for $13.3 million or 66% of totainraccrual loans. Each of these
loans is secured predominantly by commercial ddeggial real estate, and management estimatesmainbss exposure after
consideration of collateral. The balance of nooraal loans, totaling $6.9 million, is comprisedadarger number of borrowers with
smaller balances. Each loan is individually evedddor impairment in conjunction with the overallowance methodology.

c) Liquidity
The role of liquidity management is to ensure fuadsavailable to meet depositors’ withdrawal aoddwers’credit demands while
the same time maximizing profitability. This is aceplished by balancing changes in demand for fuvidlschanges in the supply of
those funds. Liquidity is provided by short-termulid assets that can be converted to cash, invaesseeurities available for sale,
various lines
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of credit available to Bancorp, and the abilityattract funds from external sources, principallpalts. Management believes it has
the ability to increase deposits at any time beifig rates slightly higher than 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 $23.5 amillit September 30, 2013. These investments ngrimalie overnight maturities and
are used for general daily liquidity purposes. Tdievalue of the available for sale investmenttfwdio was $401.1 million at
September 30, 2013, and included an unrealizedaietof $565,000. The portfolio includes maturitsipproximately $62.2 million
over the next twelve months, which, combined wittidral funds sold, offer substantial resourcesdetraither new loan demand or
reductions in Bancorp’s deposit funding base. Bgnptedges portions of its investment securitiesfptio to secure public fund
deposits, cash balances of certain investment neamaigt and trust accounts, and securities sold wagteements to repurchase. At
September 30, 2013, total investment securitiedgald for these purposes comprised 46% of the dlaifar sale investment portfoli
leaving $218.1 million of unpledged securities.

Bancorp has a large base of core customer depdsitsed as demand, savings, and money market id@gosunts. At September 30,
2013, such deposits totaled $1.53 billion and regmeed 81% of Bancorp’s total deposits. Becaussetbere deposits are less volatile
and are often tied to other products of Bancorpugh long lasting relationships they do not putggaressure on liquidity. However,
many of Bancorp’s overall customer deposit balamecesat historically high levels. When overall fidaence in market conditions
improves, management believes corporate customttrdeploy cash in their businesses, causing thes@nces to decrease, putting
some strain on Bancompliquidity position. As of September 30, 20Bancorp had $4.8 million or 0.3% of total depositshrokere:
deposits, which are predominantly comprised of ieate of Deposit Account Registry Service (CDARIgposits, a program which
allows Bancorp to offer FDIC insurance up to $5@iam in deposits per customer through reciprocakaments with other network
participating banks.

With regard to credit available to Bancorp, the B&ana member of the Federal Home Loan Bank of @imati (“FHLB”). As a
member, the Bank has access to credit productsedfitiLB. As of September 30, 2013, the Bank’s tamttil borrowing capacity with
the FHLB was approximately $342.9 million. Additally, the Bank had available federal funds pureddmes with correspondent
banks totaling $70.0 million.

Bancorp’s principal source of cash revenues igdéivils paid to it as the sole shareholder of th&Bawn September 30, 2013, the

Bank may pay up to $12.1 million in dividends tonBarp without regulatory approval subject to thgaing capital requirements of
the Bank.

d) Capital Resources

At September 30, 2013, stockholders’ equity tot&i2@6.5 million, an increase of $21.5 million si2ecember 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 gainslaasses on securities available
for sale and a minimum pension liability adjustmeret of taxes, totaled a loss of $99,000 at Selpéer80, 2013 and income of $5.4
million at December 31, 2012. The change since grd is a reflection the effect of change in iegtrates on the valuation of the
Bank’s portfolio of securities available for saledamaturities within the investment portfolio. Tiwerealized pension liability is
adjusted annually by reference to updated actudait.
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Bank holding companies and their subsidiary bam&sequired by regulators to meet risk based dagtiimdards. These standards, or
ratios, measure the relationship of capital toralmioation of balance sheet and off-balance shsks$.riThe values of both balance
sheet and ofbalance sheet items are adjusted to reflect criclt. To be categorized as well capitalized, thalBmust maintain a to
risk-based capital ratio of at least 10%; a Tieatio of at least 6%; and a leverage ratio of asi&%.

The following table sets forth Bancorp’s and theBa risk based capital ratios as of Septembef8@3 and December 31, 2012.

September 30 December 31
2013 2012

Total risk-based capital (1

Consolidatec 14.91% 14.42%

Bank 12.51% 12.7(%
Tier | risk-based capital (1

Consolidatec 13.66% 13.1%

Bank 11.2€% 11.4%%
Leverage (2

Consolidatec 11.21% 10.7%

Bank 9.22% 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 caqaitils at these historically high levels at leattilisuch time as the economy
demonstrates sustained improvement and to remdimpagitioned to pursue expansion and other oppdttas 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 wéeet by special dividends to Bancorp totaling $2illion in the third quarter of
2013, which were part of a tax minimization strgteg

In September 2013, Bancorp announced that it waddem all of its 10% fixed-rate cumulative trustfprred securities, totaling $30
million. Following the redemption, Bancorp’s capitatios are expected to remain well in excesh®fegulatory minimum for well
capitalized status.

€) Non-GAAP Financial Measures
In addition to capital ratios defined by bankingukators, Bancorp considers various ratios whettuatiag capital adequacy, includil
tangible common equity to tangible assets, andilté@gommon equity per share, all of which are BRAP measures. Bancorp

believes these ratios are important because afwhééspread use by investors as means to evatapttal adequacy, as they reflect
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level of capital available to withstand unexpeateatket conditions. Because US GAAP does not irckapital 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

(in thousands, except per share date September 30, 201 December 31, 201
Total equity $ 226,53 $ 205,07!
Less core deposit intangit (2,299 —
Less goodwill (682) (682)
Tangible common equity $ 22355! $ 204,39:
Total asset $ 2,289,75! 2,148,26.
Less core deposit intangik $ (2,29¢)

Less goodwill (682) (682)
Total tangible assets $ 2,286,77" $ 2,147,58|
Total shareholde’ equity to total asse 9.8%% 9.55%
Tangible common equity ratio 9.7t% 9.52%
Number of outstanding shar 14,55¢ 13,91
Book value per shai $ 1557 $ 14.7¢
Tangible common equity per share 15.3¢ 14.6¢

The following table provides a reconciliation ot i@erest margin in accordance with US GAAP toecoet interest margin. Bancorp
provides this information to illustrate the tremdguarterly net interest margin sequentially du@0d.2 and 2013 and to show the
impact of prepayment fees and late charges omteest margin.

9/30/2013 6/30/2013 3/31/2013 12/31/2012 9/30/2012
Net interest margi 3.7% 3.72% 3.82% 3.7¢% 3.92%
Prepayment penalties / late char -0.06% -0.04% -0.0€% -0.04&% -0.07%
Interest adjustment on n-accrual loar -0.07%
Accretion of fair value adjustments -0.03% -0.02%
Core net interest margin 3.65% 3.6€% 3.71% 3.74% 3.85%
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The following table provides a reconciliation ot ilcome and earnings per diluted share to adjust¢thcome and adjusted earnings
per diluted share, both non-GAAP measures. Bangaypides non-GAAP earnings information to imprakre comparability of its
results and provide additional insight into thesgth of the Bancorp’s operations.

Three months endec Nine months endec

(In thousands, adjustments expressed net of ta September 30, 201. September 30, 201
Net income as reporte $ 7,682 $ 20,85’
Elimination of debit card processing liabili (329 (329
Interest adjustment on n-accrual loar (242) (242)
OREO write-off per regulatory requireme 234 234
Acquisition costs, net of gain on acquisition — 613
Adjusted net income $ 7,351 $ 21,13¢
Earnings per diluted share as repol $ 05 $ 1.47
Elimination of debit card processing liabili (0.02) (0.02)
Interest adjustment on n-accrual loar (0.02) (0.02)
OREO write-off per regulatory requireme 0.0zZ 0.0z
Acquisition costs, net of gain on acquisition — 0.04
Adjusted earnings per diluted share $ 051 $ 1.4¢

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 chan
of AOCI balances by component in the financialestants or the footnotes, and it requires signifid@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 adoptioAS1f 2013-02 did not have an impact on Bancorpiaricial statements.

Iltem 3. _Quantitative and Qualitative Disclosuabsut Market Risk

Information required by this item is included iertt 2, “Management’s Discussion and Analysis of ki@ Condition and Results of
Operations.”
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Item 4. _Controls and Procedures

Bancorp maintains disclosure controls and proceddesigned 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 8 EC. Based on their evaluation of Bancorp’sloésze controls and procedures as of the
end of the quarterly period covered by this repbe, Chief Executive and Chief Financial Officeediéve that these controls and procedures
are effective to ensure that Bancorp is able tkecglprocess and disclose the information it gaineed to disclose in reports it files with the
SEC within the required time periods.

Based on the evaluation of Bancorp’s disclosurdrotsiand procedures by the Chief Executive an@&fIfinancial Officers, there were no
significant changes during the quarter ended Sdme30, 2013 in Bancorp’s internal control oveafigial reporting that has materially
affected, or is reasonably likely to materiallyeaff, Bancorp’s internal control over financial rejra.

PART Il — OTHER INFORMATION

Iltem 2. _Unreqistered Sales of Equity Securidied Use of Proceeds

The following table shows information relating teetrepurchase of shares of common stock by Bartoipg the three months ended
September 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

July 1 - July 30 12,38¢ $ 26.9( — —
August 1- August 31 22 27.8¢ — —
September 1 - September 30 4,88: 26.62 — —
Total 17,29. $ 26.82 — —

(1) Activity represents shares of stock withheld to ey exercise price of stock options or to pay $akée upon the exercise of stock
appreciation rights. This activity has no impagtttioe number of shares that may be purchased arnBleard-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
31.2
32

101

Certifications pursuant to Section 302 of the Saek-Oxley Act by David P. Heintzma
Certifications pursuant to Section 302 of the Saek-Oxley Act by Nancy B. Davi
Certifications pursuant to 18 U.S.C. Section 1

The following financial statements from the S.Y nBarp, Inc. September 30, 20
Quarterly Report on Form -Q, filed on November 7, 2013, formatted in eXtetes
Business Reporting Language (XBR

(1) Consolidated Balance She

(2) Consolidated Statements of Inco

(3) Consolidated Statements of Comprehensive Inc

(4) Consolidated Statements of Cash Fli

(5) Consolidated Statement of Changes in Stocking' 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: November 7, 2013 By: /s/ David P. Heintzma
David P. Heintzman, Chairman and Chief ExecutivBo®f

Date: November 7, 2013 By: /s/ Nancy B. Davit

Nancy B. Davis, Executive Vice President, Treasaret
Chief Financial Office

58




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: November 7, 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))iatednal 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 procedoaes 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 duriihg tperiod in which this report is being prepared;

b) Designed such internal control over financiglaging, 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 refioancial 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: November 7, 2013 By: /s/ Nancy B. Davit
Nancy B. Davis, Executive Vic
President, Treasurer and
Chief Financial Office




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 Sefter 30, 2013 (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: November 7, 2013 By: /s/ David P. Heintzma
David P. Heintzmar
Chairman ant
Chief Executive Office

Date: November 7, 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. Bancormc. and will be retained by S.Y.
Bancorp, Inc. and furnished to the Securities and Echange Commission or its staff upon request.




