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Part |
Item 1. Business

S. Y. Bancorp, Inc. (“Bancorp” or “Company”), headgtered in Louisville, Kentucky, is the holdingepany for Stock Yards Bank & Trust
Company (“Bank”). Bancorp was incorporated in 1888entucky is registered with, and subject toesufsion, regulation and examination
by the Board of Governors of the Federal ResensteBy. The Bank is wholly owned and is a state ehadtbank. Because Bancorp has no
significant operations of its own, its business #rat of the Bank are essentially the same. Tleeatipns of the Bank are fully reflected in
consolidated financial statements of Bancorp. Adicgly, references to “Bancorp” in this documergynencompass both the holding
company and the Bank.

Stock Yards Bank & Trust Company

Stock Yards Bank & Trust Company is the bankingsgdibry of Bancorp and was chartered in 1904. Baek is headquartered in Louisvi
Kentucky and provides commercial and personal mangervices in the Louisville, Kentucky, Indianapplndiana and Cincinnati, Ohio
metropolitan markets through 34 full service bagkiffices. The Bank is chartered under the lawthefCommonwealth of Kentucky. In
addition to traditional commercial and personalkdag activities, the Bank has an investment managerand trust department offering a
wide range of trust administration, investment ngamaent, employee benefit plan and estate admitisstrand financial planning
services. The Bank also originates and sells sifaghily residential mortgages. Additionally, tharik offers securities brokerage services in
the name of Stock Yards Financial Services thramhrrangement with a third party broker-dealéne Bank’s correspondent banking
department offers holding company loans and lirfiesexlit, deposit services, international servigegestment management and trust
services, and other services to community bankssadfentucky and southern Indiana. See Note Batworp’s consolidated financial
statements for information relating to the Bankisiness segments and “Item 2. Properties” for médion regarding owned and leased
properties.

2013 Acquisition

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 a result dittransaction, THE BANK —©ldham County merged into Stock Yards Bank & T
Company. Since the acquisition date, results efajpns acquired in the Oldham transaction haea lrecluded in Bancorp’s financial
results. The Oldham transaction has been accotmter$ing the acquisition method of accounting,awtordingly, assets acquired,
liabilities assumed and consideration transferrecewecorded at estimated fair value on the adgprisiate. See Note 3 to Bancorp’s
consolidated financial statements for informatielating to the acquisition.

At December 31, 2013, Stock Yards Bank & Trust 6a8 full-time equivalent employees. Employeestot® Yards Bank & Trust are
entitled to participate in a variety of employeadiit programs including a combined employee pstitring and stock ownership plan
(“KSOP”). Management of Bancorp strives to be ampkyer of choice and considers the relationshifh wmployees to be good.

Supervision and Regulation

Bank holding companies and commercial banks amneitely regulated under both federal and stats.|l&khanges in applicable laws or
regulations may have a material effect on the lassirand prospects of Bancorp.

Bancorp, as a registered bank holding companyhgest to the supervision of and regulation byFeeeral Reserve Board under the Bank
Holding Company Act of 1956. In addition, Bancaspsiibject to the provisions of Kentucky’s bankiag¢ regulating bank acquisitions and
certain activities of controlling bank shareholders

Kentucky and federal banking statutes delineatmissible activities for Kentucky state-charteredks Kentucky’s statutes, however,
contain a super parity provision for Kentucky bahksing a top one or two
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rating in its most recent regulatory examinatidiis provision allows a state bank to engage inkzamking activity in which a national bank
in Kentucky, a state bank operating in any othatestor a federally chartered thrift could engagke bank must first obtain a legal opinion
specifying the statutory or regulatory provisiohattpermit the activity.

The Bank is subject to the supervision of the KekyuDepartment of Financial Institutions and thel&mal Deposit Insurance Corporation.
The Federal Deposit Insurance Corporation (FDIG)iias the deposits of the Bank to the current maxisnof $250,000 per depositor.

The Gramm-Leach-Bliley Act (the “GLB Act”) allowsf affiliations among banks, securities firms amslirance companies by means of a
financial holding company (“FHC”). The GLB Act reiges that, at the time of establishment of an FEICJepository institutions within that
corporate group must be “well managed” and “weflitadized” and must have received a rating of *gatitory” or better under its most rec
Community Reinvestment Act examination. Furthen-banking financial firms (for example an insuragoepany or securities firm) may
establish an FHC and acquire a depository institutWWhile the distinction between banks and norklmnfinancial firms has been blurring
over recent years, the GLB Act makes it less cusdiae for banks to offer services “financial in matibut beyond traditional commercial
banking activities. Likewise, non-banking finandiamns may find it easier to offer services thatlhheretofore, been provided primarily by
depository institutions. In 2012, management afid@ap chose to become an FHC after evaluating ¢hefiis and costs.

The Dodd-Frank Wall Street Reform and Consumerdetimn Act of 2010 (the “Dodd-Frank Act”) was sighiato law in 2010. Generally,
the Dodd-Frank Act was effective the day afteratsvgigned into law, but different effective datpplg to specific sections of the law. This
new extensive and complex legislation containedynmeaw provisions affecting the banking industrnglirding:

. Creation of a new Bureau of Consumer Financialdetain overseeing banks with assets totaling $llidior greater
while writing and maintaining several regulatiohattapply to all banks

. Determination of debit card interchange rates leyRbderal Reserve Board

. New regulation over derivative instruments

. Phase outs of certain forms of trust preferred dedthybrids previously included as bank capital

. Increases to FDIC deposit coverage, revised cdlonkfor assessing bank premiums, and numeroes ptbvisions

affecting financial institution regulation, overkigof certain non-banking organizations, investartgction, etc.

Uncertainty remains as to the ultimate impact efftodd-Frank Act, which could have a continued aslvémpact on the financial services
industry as a whole and on Bancorp’s business|tsesiioperations and financial condition.

Available Information

Bancorp files reports with the SEC including thenfial Report on Form 10-K, quarterly reports on FA0¥Q, current event reports on
Form 8-K, and proxy statements, as well as any dments to those reports. The public may read apgl any materials the Registrant files
with the SEC at the SEC’s Public Reference Roofr0atF Street, NE, Washington, DC 20549. The puhky obtain information on the
operation of the Public Reference Room by calllmg$EC at 1-800-SEQ330. The SEC maintains an internet site that aosit@ports, prox
and information statements and other informati@arding issuers that file electronically with theGat http://www.sec.gov. Bancorp’s
Annual Report on Form 10-K, quarterly reports omnrd 0-Q, current reports on Form 8-K, and amendmenthose reports filed or
furnished pursuant to section 13(a) or 15(d) offilRehange Act are accessible at no cost on Bargargb site at http://www.syb.com after
they are electronically filed with the SEC.
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Item 1A. Risk Factors

Investment in Bancorp’s common stock involves rakg Bancors profitability and success may be affected by mlmer of factors includir
those discussed below.

Financial condition and profitability depend significantly on local and national economic conditions.

Our success depends on general economic condii@hdocally and nationally. Most of Bancorp’s taraers are in the

Louisville, Indianapolis, and Cincinnati metropalitareas. Some of Bancorp’s customers are dinespigcted by the local economy while
others have more national or global business dgzaliBome of the factors influencing general ecoo@unditions include tepid economic
recovery, unemployment, and government regulaf@or economic conditions have an unfavorable impa¢he demand of customers for
loans and the ability of some borrowers to repagé¢hloans. Deterioration in the quality of thedirportfolio could have a material adverse
effect on financial condition, results of operagpand ultimately capital.

Financial condition and profitability depend on red estate values in our market area.

Bancorp offers a variety of secured loans, inclgdiommercial lines of credit, commercial term lgaiesl estate, construction, home equity,
consumer and other loans. Over half of Bancor@soare secured by real estate (both residentiat@mmercial) in Bancorp’s market area.
In instances where borrowers are unable to repaly Ithans from us and there has been deterioratitime value of the loan collateral,
Bancorp could experience higher loan losses. Aalthiti increases in loan loss provisions, which maydcessary in the future, could have a
material adverse effect on financial conditionuitsof operations, and ultimately capital.

If actual loan losses are greater than Bancorp’s Elwance assumption for loan losses, earnings coulécrease.

Bancorp’s loan customers may not repay their l@aterding to the terms of these loans, the coliatercuring the payment of these loans
may be insufficient to ensure repayment and thdttved guarantors providing guarantees to suppgmsée loans may be insufficient to aid in
the repayment of these loans. Accordingly, Bancoay experience significant credit losses whichldtave a material adverse effect on
operating results. Bancorp makes various assumptiad judgments about the collectability of thenlportfolio, including the
creditworthiness of borrowers and the value of esthte and other assets serving as collateraegfaryment of many loans. In determining
the adequacy of the allowance for loan losses, &pnoonsiders, among other factors, an evaluati@@nomic conditions and Bancorp’s
loan loss experience. If Bancorp’s assumptionseto be incorrect or economic problems are wdraa projected, the current allowance
may not be sufficient to cover loan losses andsijants may be necessary to allow for differenhendc conditions or adverse
developments in the loan portfolio. Such addititmthe allowance, if necessary, could have a n@h@dverse impact on financial results.

In addition, federal and state regulators peridfjicaview Bancorp’s allowance for loan losses amaly require an increase in the provision
for loan losses or loan charge-offs. If the requiaagencies require any increase in the proviofoan losses or loan charge-offs for which
Bancorp had not allocated, it would have a negadfiect on net income.

Fluctuations in interest rates could reduce profitéility.

Our primary source of income is from the net indéspread, the difference between interest earnédams and investments and the interest
paid on deposits and borrowings. Bancorp expegtetiodically experience “gaps” in the interedersensitivities of Bancorp’s assets and
liabilities, meaning that either interest-beariraplilities will be more sensitive to changes in kedrinterest rates than interest-earning assets,
or vice versa. In either event, if market intemagés should move contrary to Bancorp’s positibis, “gap” will work against Bancorp and
earnings will be negatively affected.
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Many factors affect the fluctuation of market istrrates, including, but not limited to the foliagy.

e Inflation or deflation;

e recession;

e arise in unemployment;

e  tightening money supply;

* international disorder and instability in foreigndncial markets; and
» the Federal Reserve’s actions to control inteiegstst

Bancorp’s interest rate sensitivity analysis inthsaan increase in interest rates of up to 2% wdetitease net interest income, primarily
because the majority of Bancorp’s variable ratesodaave floors of 4% or higher, and are indexatiégorime rate. Since the prime rate is
currently 3.25%, rates would have to increase rtttaa 75 bp before the rates on such loans will ridgis effect negatively impacts the eft
of rising rates. Deposit rates generally do nptioe as quickly as loans which negatively affezmings as rates decline. Bancorp’s asset-
liability management strategy, which is designedttigate risk from changes in market interestgateay not be able to prevent changes in
interest rates from having a material adverse effaBancorp’s results of operations and financtaldition. Bancorp’s most recent earnings
simulation model estimating the impact of changimgrest rates on earnings indicates net intenestme will decrease approximately 2.19
interest rates immediately decrease 100 basis9fuinthe next 12 months and decrease approximat@ds if rates increase 100 basis poil
Prevailing interest rates are at historically l@wdls, and current indications are that the Fed®eakrve will likely maintain the low rates
through 2014 and into 2015.

Significant stock market volatility could negatively affect Bancorp’s financial results.

Capital and credit markets experience volatilitd @isruption from time to time. These conditiotece downward pressure on credit
availability, credit worthiness and customers’ inations to borrow. Prolonged volatility or a sifigant disruption could negatively impact
customers’ ability to seek new loans or to repagtag loans. The personal wealth of many of beers and guarantors has historically
added a source of financial strength to certaindaand would be negatively impacted by severe naedaines. Sustained reliance on their
personal assets to make loan payments would riestéterioration of their liquidity, and could résin loan defaults.

Income from investment management and trust servioastitutes an average of 40% of non-interesinmec Trust assets under management
are expressed in terms of market value, and afgignt portion of fee income is based upon thodees While investment management and
trust fees are based on market values, they typidalnot fluctuate directly with the overall stoglarket. Accounts typically contain fixed
income and equity asset classes, which generaltt te market fluctuations inversely to each other.

Competition with other financial institutions could adversely affect profitability.

Bancorp operates in a highly competitive indusigt could become even more competitive as a reklégislative, regulatory and
technological changes and continued consolidaBamcorp faces vigorous competition from banks ahérdfinancial institutions. A number
of these banks and other financial institutionsehswbstantially greater resources and lendingdirtatger branch systems and a wider array
of banking services. Additionally, Bancorp encousiteompetition from smaller community banks in Banpés markets. Bancorp also
competes with other non-traditional providers a&ficial services, such as brokerage firms andansercompanies. This competition may
reduce or limit margins on banking services, reduegket share and adversely affect results of dipesaand financial condition.

Credit unions continue to grow in popularity anzesiand their expansion into business lendingasvgry. Because credit unions are not
subject to federal income tax, and Bancorp paysriddncome tax at a marginal rate of 35%, thesepamies have a significant competitive
advantage over Bancorp. This advantage may haegative impact on Bancogpgrowth and resultant financial results as thesditcunion:
continue to expand.
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Bancorp’s accounting policies and methods are crital to how Bancorp reports its financial conditionand results of operations. They
require management to make estimates about mattethat are uncertain.

Accounting policies and methods are fundamenthbie Bancorp records and reports its financial comdliand results of operations. Banc
must exercise judgment in selecting and applyirgéhaccounting policies and methods so they cowmipfyUnited States generally accepted
accounting principles (US GAAP).

Bancorp has identified certain accounting poliegiedeing critical because they require managemgiulignent to ascertain the valuations of
assets, liabilities, commitments and contingendegariety of factors could affect the ultimate walthat is obtained either when earning
income, recognizing an expense, recovering an,assetducing a liability. Bancorp has establiskethiled policies and control procedures
that are intended to ensure these critical accogmstimates and judgments are well controlledegopdied consistently. In addition, the
policies and procedures are intended to ensureattagirocess for changing methodologies occurs iapgropriate manner. Because of the
uncertainty surrounding Bancorp’s judgments andeiiBmates pertaining to these matters, there eamtassurances that actual results will
not differ from those estimates. See the “Critisatounting Policies” in the “Management’s Discussand Analysis of Financial Condition
and Results of Operations” for more information.

An extended disruption of vital infrastructure or a security breach could negatively impact Bancorp’dusiness, results of operations,
and financial condition.

Bancorp’s operations depend upon, among otherghinfrastructure, including equipment and fa@hti Extended disruption of vital
infrastructure by fire, power loss, natural disgsilecommunications failure, information systdmsaches, terrorist activity or the domestic
and foreign response to such activity, or otheneveutside of Bancorp’s control could have a niatedverse impact on the financial
services industry as a whole and on Bancorp’s legsirresults of operations and financial condit&amcorp’s business continuity plan may
not work as intended or may not prevent signifidaterruption of operations. The occurrence of filures, interruptions, or security
breaches of information systems could damage Baisxcogputation, result in the loss of customer bess, subject us to additional regulatory
scrutiny, or expose us to civil litigation and pibss financial liability, any of which could haveadverse effect on Bancorp’s financial
condition and results of operation.

Bancorp’s assets which are at risk for cyber-aganklude financial assets and non-public infororatielonging to customers. Bancorp
utilizes several third-party vendors who have agte®ur assets via electronic media. Certaincgbeurity risks arise due to this access,
including cyber espionage, blackmail, ransom, &edtt Bancorp employs many preventive and detectontrols to protect its assets, and
provides mandatory recurring information secunigjrting to all employees. Bancorp requires thirdipa to have similar or superior controls
in place. Bancorp did not suffer a material inaiti@ the years reported herein. Bancorp mainte@m&in insurance coverage to prevent
material financial loss from cyber-attacks.

Bancorp operates in a highly regulated environmenand may be adversely affected by changes in federatate and local laws and
regulations.

Bancorp is subject to extensive regulation, sugémiand examination by federal and state bankitigogities. Any change in applicable
regulations or federal or state legislation cowdda substantial impact on Bancorp and its opersiti Additional legislation and regulations
may be enacted or adopted in the future that ceighificantly affect Bancorp’s powers, authoritydamperations, which could have a material
adverse effect on Bancorp’s financial condition agglilts of operations. The exercise of regulapmyer may have negative impact on
Bancorp’s results of operations and financial ctadi

ltem 1B. Unresolved Staff Comments

Bancorp has no unresolved SEC staff comments.
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Item 2. Properties

The principal offices of Bancorp are located atd&ast Main Street, Louisville, Kentucky. Bancorpjgerations center is at a separate
location. In addition to the main office complexdahe operations center, Bancorp owned 19 branmbepties at December 31, 2013, two of
which are located on leased land. At that datecBep also leased 15 branch facilities. Of thé&dking locations, 28 are located in the
Louisville Metropolitan Statistical Area (“MSA”)htee are located in the Indianapolis MSA and tlaredlocated in the Cincinnati MSA. See
Notes 6 and 18 to Banc(s consolidated financial statements for the yemteel December 31, 2013, for additional informatielating to
amounts invested in premises and equipment and tEaemitments

Item 3. Legal Proceedings

See Note 18 to Bancorp’s consolidated financidestants for the year ended December 31, 2013nformnation relating to legal
proceedings.

Item 4. Mine Safety Disclosures

Not applicable

Executive Officers of the Registrant

The following table lists the names and ages @egokmber 31, 2013 of all current executive offiadrBancorp and the Bank. Each
executive officer is appointed by Bancorp’s Boafdwoectors to serve at the discretion of the Bodidere is no arrangement or

understanding between any executive officer of Bgmor the Bank and any other person(s) pursuawhtoh he/she was or is to be selected
as an officer.

Name and Age Position and Offices

of Executive Officer with Bancorp and/or the Bank

David P. Heintzman Chairman of the Board of Directors and Chief ExeeuOfficer of Bancorp and the Bank
Age 54

James A. Hillebrand President and Director of Bancorp and the Bank

Age 45

Kathy C. Thompson Senior Executive Vice President and Director of 8ap and the Bank

Age 52

Nancy B. Davis Executive Vice President, Secretary, TreasurerGimdf Financial Officer of Bancorp and {
Age 58 Bank

William M. Dishman IlI Executive Vice President and Chief Risk Officetlsd Bank

Age 50

Gregory A. Hoeck Executive Vice President and Director of Retail Kag of the Bank

Age 63

Philip S. Poindexter Executive Vice President and Chief Lending Offiokthe Bank

Age 47

T. Clay Stinnett Executive Vice President and Chief Strategic Offi@eBancorp and the Bank

Age 40

Mr. Heintzman was appointed Chairman and Chief Httee Officer in January 2006. Prior thereto, keved as President of Bancorp and
Bank since 1992. Mr. Heintzman joined the Bank983.
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Mr. Hillebrand was appointed President in July 2008ior thereto, he served as Executive Vice Beggiand Director of Private Banking of
the Bank since 2005. From 2000 to 2004, he sers&kaior Vice President of Private Banking. Milgtrand joined the Bank in 1996.

Ms. Thompson was appointed Senior Executive ViasiBent in January 2006. Prior thereto, she seasdtikecutive Vice President of
Bancorp and the Bank. She joined the Bank in 19@PistManager of the Investment Management andt Dr@partment.

Ms. Davis was appointed Executive Vice PresiderBaricorp and the Bank in 1999 and Chief Financféitér in 1993. She joined the Ba
in 1991.

Mr. Dishman joined the Bank and was appointed EtreelVice President and Chief Risk Officer in Fedmy2009. Prior thereto, he served
as Executive Vice President and Chief Credit Offfce National City Bank’s Kentucky and Tennessesrkets from 2004 to 2009.

Mr. Hoeck joined the Bank and was appointed ExgeWiiice President in May 1998. He is the DirectbRetail Banking for the Bank. In
January 2014, Mr. Hoeck announced his retiremem the Bank effective June 30, 2014.

Mr. Poindexter was appointed Chief Lending Offizeduly 2008. Prior thereto, he served as Exeeultiice President and Director of
Commercial Banking. Mr. Poindexter joined the BamR004.

Mr. Stinnett was appointed Executive Vice Presidamt Chief Strategic Officer in February 2011.oPthereto, he served as Senior Vice
President and Chief Strategic Officer since 200B. Stinnett joined the Bank in 2000.

Part Il
Item 5. Market for Registrant’s Common Equity, Related Stod&holder Matters and Issuer Purchases of Equity Seatties

Bancorp’s common stock is traded on the NASDAQ @l@elect Market under the ticker symbol SYBT. Télgle below sets forth the
quarterly high and low market closing prices of Banp’s common stock and dividends declared peresfidre payment of dividends by the
Bank to Bancorp is subject to the restriction diégtt in Note 17 to the consolidated financial steats. Management believes that Bancorp
will continue to generate adequate earnings toiceatto pay dividends on a quarterly basis. Onebdzer 31, 2013, Bancorp estimates it

a total of approximately 5,600 shareholders, inclgdeneficial owners holding shares in nominetstreet” name.

2013 2012
Cash dividends Cash dividends
Quarter High Low declared High Low declared
First $ 23.2¢ % 22.1C % 02C $ 236 $ 20.6C $ 0.1¢
Seconc 24.9¢ 21.5] 0.2C 23.9¢ 21.9¢ 0.1¢
Third 28.4¢ 24.9¢ 0.2C 24 .9¢ 22.4¢ 0.1¢
Fourth 33.7i 27.2¢ 0.21 24.1z 21.0¢ 0.2C
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The following table shows information relating teetrepurchase of shares of common stock by Bartoipg the three months ended
December 31, 2013.

Total number of Maximum number

Total number of shares purchased as of shares that may

shares Average price part of publicly yet be purchased

purchased (1) paid per share announced plan (2) under the plan
October -October 31 78C $ 30.6¢4 — —
November -November 3( 2,081 31.61 — —
December -December 3: 43 32.1: — —
Total 2,90/ $ 31.3¢ — —
(1) Activity represents shares of stock withheld to ey exercise price of stock options or to pay sackee upon the exercise of stock

appreciation rights. This activity has no impactloa number of shares that may be purchased urBleaa-approved plan.
(2) Since 2008, there has been no active share buythaick

The following performance graph and data shallb@tleemed filed for purposes of Section 18 of #neuBties Exchange Act of 1934 or
otherwise subject to the liabilities of that sestioor shall it be deemed soliciting material dojeat to Regulation 14A of the Exchange Ac
incorporated by reference in any filing under theltange Act or the Securities Act of 1933, excapslaall be expressly set forth by specific
reference in such filing.

The first graph below compares the performanceasfddrp Common Stock to the Russell 2000 indexStile NASDAQ Bank index and tt
SNL Midwest Bank index for Bancorplast five fiscal years. The graph assumes theevall the investment in Bancorp Common Stock a
each index was $100 at December 31, 2008 and ltithvidends were reinvested.

The ten-year period is presented in addition tdfitreeyear period required by the S.E.C. becaupeotides additional perspective, and
Bancorp management believes that longer-term paefoce is of greater interest to Bancorp sharehald@2008 and 2009, Bancorp did not
decrease or suspend cash dividends, nor did itriexpe a decline in value as precipitous as ilaistt by the referenced bank indices.
Accordingly, Bancorp’s stock price increases sip@88 have not been as steep as the referencedrurds. The ten-year graph assumes the
value of the investment in Bancorp Common Stockiarehch index was $100 at December 31, 2003 atdithdividends were reinvested.
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Five Year Total Return Performance

—s— 5. Bancorp, Inc.
—&— Russell 2000
—i— SNL Midwest Bank

—&— SHL Bank NASDAQ
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12/31/08 12/31/08 1231410 12311 12/31012 12/31/13
|
Period Ending
Index 12/31/08 12/31/09 12/31/10 12/31/11 12/31/12 12/31/13
S.Y. Bancorp, Inc 100.0( 80.0z 94.7( 81.8¢ 92.4¢ 135.8:
Russell 200( 100.0( 127.1% 161.3: 154.5¢ 179.8¢ 249.6¢
SNL Midwest Bank 100.0( 84.7¢ 105.2¢ 99.4( 119.6¢ 163.8(
SNL Bank NASDAQ 100.0( 81.1- 95.71 84.9: 101.2: 145.4¢

Ten Year Total Return Performance

+— 3 Y. Bancarp.,

- Ruse2ll 2000

—i— ML Migwest Sank
@ ZHL Bank MASDAQ

In.

__‘__h,.;u-'.—'——..r_ ‘—___'—

e

1::;1-;:‘: _an

1231103

123104 123105 123108 123107 1243108 123108 123110 1213111 123112 1213113

Period Ending
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S.Y. Bancorp, Inc 100.0C 119.2¢ 126.2¢ 151.6: 132.9¢ 156.9¢ 125.6 148.6¢ 128.4¢ 145.1¢ 213.2
Russell 200( 100.0C 118.3: 123.7: 146.4« 144.1¢ 954/ 121.3¢ 153.97 147.5¢ 171.67 238.3:
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SNL Bank NASDAQ 100.0¢ 114.6. 111.1: 124.7¢ 97.9¢ 71.1: 57.7C 68.0¢ 60.4C 71.9¢ 103.4¢
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Iltem 6. Selected Financial Data
Selected Consolidated Financial Data

(Amounts in thousands excep

Years ended December 3

per share data and ratios’ 2013 2012 2011 2010 2009
Income statement date
Interest incom $ 86,46¢ 86,90. $ 86,03¢ $ 86,14¢ 83,85¢
Interest expense 9,16¢€ 12,95 15,30" 19,26 25,18:
Net interest incom 77,29¢ 73,95( 70,73: 66,87¢ 58,67¢
Provision for loan losse 6,55( 11,50( 12,60( 11,46¢ 12,77¢
Non-interest incomi 39,00: 38,45] 33,24« 33,73¢ 30,03¢
Nonr-interest expenses 71,35: 65,47 59,58 57,13: 52,69t
Income before income taxes 38,39¢ 35,43 31,79 32,01¢ 23,24
Income tax expense 11,22¢ 9,63¢ 8,191 9,06t 6,93:
Net income $ 27,17( 25,80. $ 23,60¢ $ 22,95 16,30¢
Per share data
Net income, basi $ 1.91 186 $ 171 % 1.6¢ 1.2C
Net income, dilutet 1.8¢ 1.8t 1.71 1.67 1.1¢
Cash dividends declart 0.81 0.7 0.7z 0.6¢ 0.6¢
Book value 15.71 14.7¢ 13.5¢ 12.3i 11.2¢
Market value 31.92 22.4:% 20.5: 24.5¢ 21.3¢
Weighted average common and common equivalent

shares diluted 14,35 13,93: 13,83« 13,77¢ 13,68¢
Balance Sheet data
Total asset $ 2,389,26: 2,148,26: $ 2,053,09 $ 1,902,94! 1,791,47
Loans 1,721,35 1,584,59. 1,544,84! 1,508,42! 1,435,46;
Allowance for loan losse 28,52 31,88: 29,74¢ 25,54: 20,00(
Available for sale securitie 490,03: 386,44l 352,18! 245,35 228,26l
Deposits 1,980,93 1,781,69. 1,617,73! 1,493,46: 1,418,18
Federal Home Loan Bank advan 34,32¢ 31,88: 60,43: 60,44: 60,45
Subordinated debentur — 30,90( 40,90( 40,90( 40,93(
Stockholder equity 229,44. 205,07! 187,68t 169,86 153,61«
Average balance:
Stockholder’ equity $ 220,10° 197,55. $ 179,63t $ 163,57: 150,72:
Assets 2,232,86! 2,070,96 1,959,60! 1,847,45, 1,717,47.
Federal Home Loan Bank advan 32,51¢ 60,11 60,4 3¢ 69,15¢ 80,90¢
Long-term debt 30,47 31,47« 40,90( 40,90: 40,93(
Selected ratios
Return on average ass 1.22% 1.25% 1.2(% 1.24% 0.95%
Return on average stockholc’ equity 12.3¢ 13.0¢ 13.1¢ 14.0: 10.8:
Average stockholde’ equity to average ass¢ 9.8¢ 9.5¢ 9.17 8.8t 8.7¢
Net interest rate sprei 3.5¢ 3.7¢ 3.7¢ 3.7¢ 3.4:
Net interest rate margin, fully t-equivalent 3.7¢ 3.94 3.9¢ 3.9¢ 3.7¢
Efficiency ratio 60.8- 57.3¢ 56.47 56.01 58.7(
Non-performing loans to total loai 1.3¢ 1.9C 1.51 1.2¢ 0.8
Non-performing assets to total ass 1.1¢ 1.7¢ 1.51] 1.3C 0.717
Net charge offs to average lozc 0.6C 0.6C 0.5t 0.4C 0.5¢
Allowance for loan losses to total loz 1.6¢€ 2.01 1.9:2 1.6¢ 1.3¢
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Item 7. Management’s Discussion and Analysis of Financial @dition and Results of Operations
Financial Section Roadmap

The financial section of this Form 10-K includesmagement’s discussion and analysis, consolidategh€ial statements, and the notes to
those financial statements. Bancorp has prepaesfbliowing summary, or “roadmap,” to assist in yoeview of the financial section. It is
designed to give you an overview of S.Y. Bancong, knd summarize some of the more important éietsvand events that occurred during
2013.

The financial section includes the following:

Management’s discussion and analysis, or MD&A (sati@through 44) — provides information as to thalgsis of the consolidated
financial condition and results of operations ohBarp. It contains management’s view about ingusends, risks, uncertainties, accounting
policies that Bancorp views as critical in lightitsf business, results of operations includingulson of the key performance drivers,
financial position, cash flows, commitments andtowencies, important events, transactions thaé leecurred over the last three years, and
forward-looking information, as appropriate.

Financial statements (pages 45 through 49) — irclDdnsolidated Balance Sheets as of the end ¢tdshéwo years, and Consolidated
Statements of Income, Comprehensive Income, Cashsi-nd Changes in Stockholders’ Equity, for ezfdhe last three years. Bancorp’s
financial statements are prepared in accordandeWs GAAP.

Notes to the financial statements (pages 50 thr@2)— provide insight into, and are an integral parttbé financial statements. The notes
contain explanations of significant accounting giels, details about certain captions on the fir@ratatements, information about significant
events or transactions that have occurred, dismussibout legal proceedings, commitments and agenicies, and selected financial
information relating to business segments. Thesmt¢he financial statements also are prepareddordance with US GAAP.

Reports related to the financial statements aredniat control over financial reporting (pages 9®tigh 97) — include the following:

e Areport from KPMG LLP, an independent registeretlfc accounting firm, which includes their opinion the presentation of
Bancorp’s consolidated financial statements basetth@ir audits;

*  Areport from management indicating Bancorp’s resaility for financial reporting and the financistiatements;

* Areport from management indicating Bancorp’s resiaility for the system of internal control ovémdncial reporting, including
an assessment of the effectiveness of those cenénadi

e Areport from KPMG LLP, which includes their opimi@n the effectiveness of Bancorp’s internal cdraxeer financial reporting.
Our Business

S.Y. Bancorp, Inc. (“Bancorp”), incorporated in B9&nd its business is substantially the sameadftits wholly owned subsidiary, Stock
Yards Bank & Trust Company (“the Bank”). The Bards operated continuously since it opened in 198d.Bank conducted business at
one location for 85 years and began branching 8918t December 31, 2013, the Bank had 28 fulliserbanking locations in the Louisville
MSA, three full service banking locations in thelienapolis MSA, and three full service banking tomas in the Cincinnati MSA. Bancorp’s
focus on flexible, attentive customer service hearbkey to its growth and profitability. The widage of services added by investment
management and trust, securities brokerage, antyagw origination helps support the corporate ghipy of capitalizing on full service
customer relationships.
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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 a result dettransaction, THE BANK —-©ldham County merged into Stock Yards Bank & T
Company. Since the acquisition date, results efaons acquired in the Oldham transaction haes lrecluded in Bancorp’s financial
results.

Forward-Looking Statements

This report contains forward-looking statementsarrttie Private Securities Litigation Reform Acttthrevolve risks and uncertainties. These
forward-looking statements may be identified by tise of words such as “expect”, “anticipate”, “pldifioresee”, “believe” or other words

with similar meaning. Although Bancorp believes #ssumptions underlying the forward-looking statets contained herein are reasonable,
any of these assumptions could be inaccurate. Faittat could cause actual results to differ fresults discussed in forward-looking
statements include, but are not limited to: ecormaroinditions both generally and more specificallyiie markets in which Bancorp and its
subsidiaries operate; competition for Bancorp’s@uers from other providers of financial servicgsyernment legislation and regulation
which change from time to time and over which Bapdmas no control; changes in interest rates; nahtenforeseen changes in liquidity,
deterioration in the real estate market, resulspefrations or financial condition of Bancorp’s trusers; or other risks detailed in Bancorp’s
filings with the Securities and Exchange Commissind Item 1A of this Form 10-K all of which arefédifilt to predict and many of which

are beyond the control of Bancorp.

Critical Accounting Policies

Bancorp has prepared the consolidated financiatimétion in this report in accordance with US GAAR.preparing the consolidated
financial statements in accordance with US GAAMmdap makes estimates and assumptions that affeceported amount of assets and
liabilities, disclosure of contingent assets aadilities at the date of the financial statemeatsl the reported amounts of revenue and
expenses during the reporting period. There camlessurances that actual results will not difiem those estimates.

Management has identified the accounting policgtesl to the allowance and provision for loan lossesritical to the understanding of
Bancorps results of operations and discussed this cormriugith the Audit Committee of the Board of Direto Since the application of tt
policy requires significant management assumpténtsestimates, it could result in materially diffier amounts to be reported if condition:
underlying circumstances were to change. Assumgfioclude many factors such as changes in borg\ieancial condition which can
change quickly or historical loss ratios relatededain loan portfolios which may or may not beigative of future losses. To the extent that
management’s assumptions prove incorrect, thetsesom operations could be materially affectedhe Tmpact and any associated risks
related to this policy on Bancorp’s business openatare discussed in the “Allowance for Loan Le$section below.

The allowance for loan losses is management’s agtiof probable losses in the loan portfolio. Lt@sses are charged against the allowance
when management believes the uncollectability loba balance is confirmed. Subsequent recovefiasyi are credited to the allowance.

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)siexific allocations on impaired loans, and
(c) an unallocated amount. The unallocated ameastevaluated on the loan portfolio in its entiratyl was based on additional factors, :
as national and local economic trends and conditionanges in volume and severity of past due Jaarisme of non-accrual loans, volume
and severity of adversely classified or gradeddaamd other factors and trends that affect spdoifios and categories of loans, such as a
heightened risk in the commercial and industriahlportfolios. Bancorp utilized the sum of albalance amounts derived as described
above, including a reasonable unallocated allowaasan indicator of the appropriate level of allmee for loan and lease losses.

During the third quarter of 2013, Bancorp refinedallowance calculation whereby it “allocated” thartion of the allowance that was
previously deemed to be unallocated allowance basedanagement’s determination of the appropriatditative adjustment. This refined
allowance calculation includes specific
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allowance allocations to loan portfolio segmentBeatember 31, 2013 for qualitative factors inclggiamong other factors, (i) national and
local economic and business conditions, (i) thalilgaand experience of lending staff and managejr{@n changes in lending policies and
procedures, (iv) changes in volume and severityast due loans, classified loans and non-perforioiags, (v) potential impact of any
concentrations of credit, (vi) changes in the raturd terms of loans such as growth rates andation rates, (vii) changes in the value of
underlying collateral for collateral-dependent Isatonsidering Bancorp’s disposition bias, and)(thie effect of other external factors such
as the legal and regulatory environment. Bancaay aiso consider other qualitative factors in fatperiods for additional allowance
allocations, including, among other factors, charngeBancorp’s loan review process. Changes irctieria used in this evaluation or the
availability of new information could cause theoalhnce to be increased or decreased in futuregserio addition, bank regulatory agencies,
as part of their examination process, may requijestments to the allowance for loan and leaseelobased on their judgments and estim

Additionally, management has identified the accounpolicy related to accounting for income taxesatical 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 of eveatthidlve been recognized in an entity’s financitleshents or tax returns. Judgment is
required in assessing the future tax consequerieageats that have been recognized in Bancorpanfifal statements or tax returns.
Fluctuations in the actual outcome of these futakeconsequences, including the effects of IRS é@xafions and examinations by other state
agencies, could materially impact Bancorp’s finahpbsition and its results from operations. Aiddial information regarding income taxes
is discussed in the “Income Taxes” section below.

Overview of 2013

The following discussion should be read in conjiorctvith Bancorp’s consolidated financial statenseanid accompanying notes and other
schedules presented elsewhere in this report.

In 2013, Bancorp completed a year of asset andsitegrowth with net income totaling $27,170,000,rerease of 5% over 2012, and the
fourth consecutive year of increased net inconmerelased profitability was primarily due to an e&se in net interest income, a decline ir
provision for loan losses, an increase in non-@geincome, partially offset by higher non-interegbenses and higher income tax expense.
Diluted earnings per share for 2013 increased 2&6 2012 to $1.89, exceeding the highest amountdedan any prior year. Bancorp’s
results for 2013 included the effect of several-nore items. These items are discussed in the “INtmmest Income and Non-Interest
Expenses” section below. Excluding these itemsimoeme for 2013, was $28.3 million or $1.97 piutéd share. See the “Non-GAAP
Financial Measures” section for details on recaatidn to US GAAP measures.

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 a result dettransaction, THE BANK —-©ldham County merged into Stock Yards Bank & T
Company. Since the acquisition date, results efafons acquired in the Oldham transaction haes lrecluded in Bancorp’s financial
results. The Oldham transaction has been accotmte$ing the acquisition method of accounting,amtordingly, assets acquired,
liabilities assumed and consideration transferrecewecorded at estimated fair value on the adgprisiiate. The fair value adjustments
resulted in net assets acquired in excess of theideration paid. Accordingly, a naaxable gain of $449,000 was recognized. In cotioe
with the Oldham acquisition, Bancorp incurred exgesntotaling $1,548,000 related to executing westction and integrating and
conforming acquired operations with and into Bapcor

As is the case with most banks, the primary soafdancorp’s revenue is net interest income and famm various financial services
provided to customers. Net interest income isdifference between interest income earned on laawestment securities and other interest
earning assets less interest expense on depositrégs@nd other interest bearing liabilities. Lealume and the interest rates earned on
those loans are critical to overall profitabiligimilarly deposit volume is crucial to funding I&and rates paid on deposits directly impact
profitability. Business volumes are influenceddwerall economic factors including
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market interest rates, business spending, constmnéidence and competitive conditions within therkegplace.

Bancorp’s loan portfolio increased $137 million,986, during 2013 to $1.7 billion. Excluding $40llion of loans acquired in the Oldham
transaction, core loan growth was 6% for 2013. dRétoan production of approximately $489 milliomsvargely offset by loan payoffs,
including the effects of normal payoffs and paydewnd increased competition from banks and non-baakcial firms. Increased loan
volume contributed to higher interest income in20ut the increase resulting from volume was nioaa offset by declining interest rates
on loans and investments over the past year. Fiynaar a result, interest income for 2013 decre&&E¥,000 over 2012. Despite significant
deposit growth, interest expense declined dueweldunding costs on deposits and borrowings. @idtes paid on liabilities decreased,
rates on earning assets decreased slightly mandting in a decreased net interest spread anihteeést margin compared to 2012. Net
interest margin in 2013 reflected prepayment fessaated with loan refinancing activity. Adjustifor these sources of additional income,
Bancorp’s more normalized or core net interest mangs trended downward throughout 2013, decliting.66% for 2013 from 3.88% for
2012. (See “Non-GAAP Financial Measures” sectiarrézoncilement of non-GAAP measures to US GAAPsuess.)

Total noninterest income in 2013 increased $545,000 compar@d12, and remained consistent at 34% of tetzmues, reflecting increas
in investment management and trust services, seobiarges on deposit accounts, bankcard transaetienue, and the gain on the Oldham
acquisition, partially offset by a decrease in mage banking revenue and brokerage commissions.

Higher non-interest expenses for 2013 resulted foomtime acquisition costs related to the Oldhamdaction, write-off of debt issuance
costs related to redemption of trust preferred ses, increases in salaries and benefits andgla@essing expenses, partially offset by
decreases in losses on foreclosed assets, furaigrequipment, and FDIC insurance expense. Bpiscefficiency ratio for 2013 of 60.8%
increased from 57.4% in 2012.

Also favorably impacting 2013 results, Bancorp’sypsion for loan losses decreased to $6,550,00(aoed to $11,500,000 for 2012, in
response to Bancorp’s assessment of risk in thregoafolio. The provision for loan losses is edéted after considering credit quality
factors, and ultimately relies on an overall int@ranalysis of the risk in the loan portfolio. Banp’s allowance for loan losses was 1.66% of
total loans at December 31, 2013, compared with%.0f total loans at December 31, 2012.

Bancorp’s effective tax rate increased to 29.2%0h3 from 27.2% in 2012. The increase in incomestgpense from 2012 to 2013 is the
result of reduced tax exempt interest in 2013 dbasgethe recognition of certain federal histoebabilitation tax credits related to an
investment in redevelopment of a Louisville landkniar2012.

Tangible common equity (TCE), a non-GAAP measw®, ineasure of a company’s capital which is usefevaluating the quality and
adequacy of capital. Itis calculated by subtragthe value of intangible assets and any prefergeity from the book value of Bancorp.
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A summary of Bancorp’s TCE ratios at December 81,3and 2012 is shown in the following table.

(in thousands, except per share data and ratio: December 31, 201 December 31, 201
Total equity $ 229,44: $ 205,07!
Less core deposit intangit (2,157 —
Less goodwill (682) (682)
Tangible common equity $ 226,61 $ 204,39
Total asset $ 2,389,26. $ 2,148,26:
Less core deposit intangik (2,15)) —
Less goodwill (682) (682)
Total tangible assets $ 2,386,42' $ 2,147,58!
Tangible common equity ratio 9.5(% 9.52%
Number of outstanding shar 14,60¢ 13,91¢
Tangible common equity per share $ 1551 $ 14.6¢

See “Non-GAAP Financial Measures” section for reglement of TCE to US GAAP measures.

Challenges for 2014 will include, maintaining ald¢anet interest margin, achieving continued losowgh, managing credit quality and
increasing regulatory requirements.

e Bancorp expects net interest margin to improvelibd2as the interest expense from the redeemedtrefstrred securities is eliminated.
Other than this, the margin is expected to remairsistent, as rates are expected to be largelyamge through the fourth quarter of
2014. Loan prepayments are expected to diminidtewhevailing rates for new loans will likely rdsin a relatively unchanged net
interest margin for 2014. Considering prevailiates, management expects little margin compresgsioontinue in 2014. However,
increased deposit and loan rate competition coegrhitively impact this expectation, as could a deswen longer term interest rates.

*  The Federal Reserve Board lowered its key shart tate in 2008 to unprecedentedly low levels, atds have remained low through
2013. Indications are that the Federal Reservdilsgly keep short term rates low through 2014 artd 2015. Approximately 35% of
Bancorps loans are indexed to the prime interest ratergpidce immediately with Federal Reserve rate changlowever, approximate
55% of variable rate loans have reached their aottal floor of 4% or higher, meaning they will meprice immediately when the prime
rate increases. Deposit rates generally do noiceeps quickly as loans. Once rates begin tqg Baacorp’s net interest margin likely
will be negatively affected until the increasetlie fprime rate exceeds 75 basis points from today&ds.

e Bancorp’s goals for 2014 include net loan growth gaice similar to that experienced in 2013, exclythe loans acquired in the
Oldham transaction. This will be impacted by coritjmet, prevailing economic conditions, and the iripaf prepayments in the loan
portfolio. Bancorp believes there is an opportfir growth, and Bancorp’s ability to deliver atttive growth over the long-term is
linked to Bancorp’s success in each market.

 Management is concerned that the slow economicsezgaould still revert back to recessionary condis which will cause a higher
level of non-performing loans and potentially loviesin demand, both of which would negatively impaetincome. Until sustained
improvement in the economy is noted, particuladytaelates to housing and employment, certaimdvegrs will continue to experience
stressed financial conditions.
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*  Bancorp expects a decrease in non-interest incom20fL4 in gains on sales of mortgage loans helddl, as the volume of refinance
activity will not continue at the pace experiengee@arly 2013. Bancorp has experienced a larglemve of loans to purchase homes, a
sign of improving housing markets, which shouldtipdly offset effects of decreased refinance attivi

e Bancorp expects year-over-year increases in namdst expense including personnel, data proceasidgccupancy expenses. Bancorp
also anticipates higher non-interest expenses &i the ongoing and increasing burden of additioegililatory requirements.

The following sections provide more details on satg presented in this overview.
Results of Operations

Net income was $27,170,000 or $1.89 per sharediluted basis for 2013 compared to $25,801,000108% per share for 2012 a
$23,604,000 or $1.71 per share for 2011. Net ircfon2013 was positively impacted by:

* a%$3.3 million or 5% increase in net interest ineom

e a%$5.0 million or 43% decrease in provision fomdasses.

e a%$0.5 million or 1% increase in non-interest ineom
Net income for 2013 was negatively impacted

* a%$5.9 million or 9% increase in non-interest exgean

* a$1.6 million or 17% increase in income tax expens
The following paragraphs provide a more detailealymsis of the significant factors affecting opengtresults.
Net Interest Income
Net interest income, the most significant compormdiBancor|'s earnings, represents total interest incomettiss interest expense. Net
interest spread is the difference between the tevexfuivalent rate earned on average interestrgpassets and the rate expensed on average
interest bearing liabilities. Net interest marggpresents net interest income on a taxable equnt/bhsis as a percentage of average earning
assets. Net interest margin is affected by baghrterest rate spread and the level of non-intérearing sources of funds. The level of net
interest income is determined by the mix and volahiaterest earning assets, interest bearing diesparsd interest bearing liabilities and by

changes in interest rates. The discussion thaivislis based on tax-equivalent interest data.
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Comparative information regarding net interest medollows:

2013/2012 2012/2011

(Dollars in thousands) 2013 2012 2011 Change Change

Net interest income, t-equivalent basi $ 78,30t $ 75,65! $ 72,26: 3.5% 4.7%
Net interest sprea 3.5% 3.7% 3.7%% (15)bp (5)bp
Net interest margi 3.7/% 3.94% 3.9%% (20)bp (5)bp
Average earning asse $ 2,096,088 $ 1,922,143 $ 1,809,04. 9.1% 6.2%
Five year Treasury bond rate at year 1.7%% 0.72% 0.8%% 10zbp (1C)bp
Average five year Treasury bond ri 1.17% 0.75% 1.5(% 42bp (75)bp
Prime rate at year er 3.25% 3.25% 3.25% Obp Obp
Average prime rat 3.25% 3.25% 3.25% Obp Obp

bp = basis point = 1/100th of a percent

All references above to net interest margin andmietest spread exclude the sold portion of pipeiion loans from calculations. Such loans
remain on Bancorp’s balance sheet as required b@ASP principles because Bancorp retains some fafraffective control; however,
Bancorp receives no interest income on the soltqroof these loans. These participation loand aoé excluded in the calculation of
margins, which Bancorp believes provides a moreate determination of the performance of its Ipartfolio.

Prime rate and the five year Treasury bond raténateded above to provide a general indicatiothefinterest rate environment in which
Bancorp operated. Approximately $598 million, 66@ of Bancorps loans are variable rate; most of these loangdexed to the prime ra
and may reprice as that rate changes. Howeverpxiprately $328 million of variable rate loans, baeached their contractual floor of 4%
or higher. Approximately $112 million of variakiate loans have contractual floors below 4%. HEmaining $158 million of variable rate
loans have no contractual floor. Bancorp intendsstablish floors whenever possible upon acquisitionew customers. Bancorp’s variable
rate loans are primarily comprised of commerciad of credit and real estate loans. At inceptioost of Bancorp’s fixed rate loans are
priced in relation to the five year Treasury bond.

Average loan balances increased $110 million d¥%7Ar22013; however, the declining interest rateiremment drove average loan yields
lower by 43 basis points. Bancorp grew averagaést bearing deposits $121 million or 9.2%. Agermterest costs on interest bearing
deposits decreased 19 basis points, again refiettendeclining interest rate market and a morerfave mix of deposits. Average Federal
Home Loan Bank (“FHLB") advances decreased by $&¥l6on or 45.9%, with average rates decreasind.®§ basis points. In the fourth
quarter of 2012, Bancorp prepaid $30 million okfikrate advances, incurring $1.06 million in prepagt penalties, which were recorded as
interest expense. Rate changes, combined witimekhanges on loans, deposits and FHLB advancasgte® in higher net interest income,
but a lower net interest margin for 2013 compace2(t12.

Management anticipates a stable prime rate for 201#he deposit maturities of approximately $111lion, or 32% of total time deposits, in
the first two quarters are not likely to spark imyEment in interest expense as prevailing markesrare similar to existing rates on those
deposits. The redemption of the $30 million tqustferred securities, which paid 10%, will provateimprovement in interest expense. This
will be somewhat offset by declining overall rateshe loan portfolio as persistent low prevailirages are expected to continue to erode the
overall yield on loans. The margin could be furtaiected negatively if competition causes incesas deposit rates or a greater than
expected decline in loan pricing in Bancorp’s méske
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Net interest margin in 2013 reflected a higher amad prepayment fees associated with loan refiimgnactivity. Adjusting for these sourc
of additional income, Bancorp’s more normalizedore net interest margin has trended downward tirout 2013, declining to 3.66% for
2013 from 3.88% for 2012. (See “Non-GAAP Finanditdasures” section for reconcilement of BAAP measures to US GAAP measurt
Management believes these core margins betterlrtnaepressure of a low interest rate environmentahighly competitive loan market,
and it expects margin compression to diminish ih320

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 changes orninoeime. By considering both on and off-balance sfieancial instruments, management
evaluates interest rate sensitivity while attengptimoptimize net interest income within the coaistis of prudent capital adequacy, liquidity
needs, market opportunities and customer requirtsnen

Interest Rate Simulation Sensitivity Analysis

Bancorp uses an earnings simulation model to etgiarad evaluate the impact of an immediate chamgeerest rates on earnings in a one
year forecast. The simulation model is designesfiect the dynamics of interest earning assetsreést bearing liabilities and ¢balance
sheet financial instruments. By estimating thea@ff@f interest rate increases and decreases,dtielrman reveal approximate interest rate
risk exposure. The simulation model is used by ganmeent to gauge approximate results given a spatifinge in interest rates at a given
point in time. The model is therefore a tool tdigate earnings trends in given interest rate saenhand does not indicate actual expected
results.

The December 31, 2013 simulation analysis, whidwshvery little interest rate sensitivity, indicatiat an increase in interest rates of 1(
200 basis points would have a negative effect dinterest income, and a decrease of 100 basigspioirnterest rates would also have a
slightly negative effect on net interest incomeéne3e estimates are summarized below.

Net interest

income %

change
Increase 200 b (5.4¢)
Increase 100 b (3.89
Decrease 100 kt (2.0¢)
Decrease 200 t N/A

Loans indexed to the prime rate, with floors of déhigher, comprise approximately 19% of total lkmasince the prime rate is currently
3.25%, rates would have to increase more than tefgre the rates on such loans will rise. Thisatf captured in the simulation analysis
above, negatively impacts the effect of rising sate

The scenario of rates decreasing 200 bp is nobneddy possible given current low rates for shertrt instruments and most deposits.

Undesignated derivative instruments described ite[& to Bancorp’s consolidated financial statemané recognized on the consolidated
balance sheet at fair value, with changes in falue, due to changes in prevailing interest raterded in other non-interest income.
Because of matching terms of offsetting contranotaddition to collateral provisions which mitigatee impact of non-performance risk,
changes in fair value subsequent to initial recigmihave a minimal effect on earnings, and areefloee not included in the simulation
analysis results above.

Derivatives designated as cash flow hedges desthibNote 21 to Bancorp’s consolidated financiatetents are recognized on the
consolidated balance sheet at fair value, with gbarin fair value, due to changes in prevailingriest rates, recorded net of tax in other
comprehensive income.
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The following table presents the increases inmetrést income due to changes in rate and volunmpeted on a tax-equivalent basis and
indicates how net interest income in 2013 and 2042 impacted by volume increases and the lowemlageenterest rate environment. The
tax-equivalent adjustments are based on a 35%dk@errate. The change in interest due to bothaatl volume has been allocated to the
change due to rate and the change due to volummportion to the relationship of the absolute @lodmounts of the change in each.

Taxable Equivalent Rate/Volume Analysis

2013/2012 2012/2011
Increase (decrease Increase (decrease
due to due to

(In thousands) Net change Rate Volume Net change Rate Volume
Interest income
Loans $ (1,37¢) $ (6,937 $ 555€¢ $ 58¢ $ (1,499 $ 2,08(
Federal funds sol (25) 3 (28) 65 — 65
Mortgage loans held for sa (125) 2 (123 11z (32 14t
Securities

Taxable 442 (1,199 1,641 48: (841 1,32¢

Tax-exempt (48) (20%) 157 (212) (204) (8)
Total interest income (1,1372) (8,335 7,20z 1,03t (2,57)) 3,60¢
Interest expense
Deposits
Interest bearing demand depo: (12€) (237) 10t (86) (155) 69
Savings deposil (22 (34 12 (48) (60) 12
Money market deposi (569) (712 142 (8049) (987) 18<
Time deposit: (1,439 (1,219 (229) (2,000 (1,457%) (544)
Securities sold under agreements to

repurchasi (39 (37 3 (73 (6€) @)
Federal funds purchased and other st

term borrowings 1 1 — @) (©)] 4
Federal Home Loa

Bank advance (1,579 (663) (911) 1,001 1,00¢ (8
Long-term debt (23 77 (100 (33¢) 53€ (874)
Total interest expense (3,78%) (2,819 (972) (2,356 (1,189 (1,179
Net interest income $ 2,65: $ (5,529 $ 8,17t $ 3,391 $ (1,38¢) $ 4,77¢

Bancorp’s tax equivalent net interest income inseele$2.7 million for the year ended December 3132fbmpared to the same period of
2012 while 2012 increased $3.4 million compared@tl. Net interest income for 2013 compared td®2204s positively impacted by an
increase in loan and securities volume and a dseri@adeposit rates, a more favorable mix of depoand decreases in volume and rates of
FHLB advances. Net interest income was negativepacted by a decline in the average rate earnexbsets. Volume increases of loans
and securities boosted net interest income by ®ifllidn and declining rates on deposits, particiyléime deposits, contributed $2.2 million
the increase of net interest income. Partially
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offsetting the increases, declining rates on l@arssecurities negatively impacted net interesirme by $8.3 million. FHLB advance inter
decreased $1.6 million attributable to both voliand rate decreases.

For the year 2012 compared to 2011, net interesini® was positively impacted by an increase in bo@hsecurities volume and a decrease
in deposit rates, a more favorable mix of depoaitsl the volume of interest-bearing liabilities. the fourth quarter of 2012, Bancorp prepaid
$30 million of fixed rate FHLB advances, incurrifigg.06 million in prepayment penalties, which wezearded as interest expense. Net
interest income was negatively impacted by a dedfirthe average rate earned on assets. Loan gahaoreases boosted net interest income
by $2.1 million and declining rates on depositstipalarly time deposits, contributed $2.7 millitmthe increase of net interest income.
Partially offsetting the increases, declining raiedoans and securities negatively impacted rnietést income by $2.6 million.

Provision for Loan Losses
In determining the provision for loan losses, mamagnt considers many factors. Among these areuhltyjand underlying collateral of the

loan portfolio, previous loss experience, the simé composition of the loan portfolio and an assesd of the impact of current economic
conditions on borrowers’ ability to pay. The praweis for loan losses and resulting ratios is sumneatibelow:

(Dollars in thousands) 2013 2012 2011
Provision for loan losse $ 6,55( $ 11,50 $ 12,60(
Allowance to loans at year el 1.6€% 2.01% 1.92%
Allowance to average loans for ye 1.72% 2.0%% 1.94%

The provision for loan losses is determined by Bap's assessment of inherent risk in the loan pbotf The allowance for loan losses is
calculated after considering credit quality fact@sd ultimately relies on an overall internal g of the risk in the loan portfolio. Based on
this analysis, provisions for loan losses are deitezd and recorded. The provision reflects annadlice methodology that is driven by risk
ratings. The pace of loan downgrades continustote and an increasing number of loans are beiggadied. Bancorp intends to continue
with its historically conservative stance towarddit quality, remaining cautious in assessing thtemtial risk in the loan portfolio. More
information on this process can be found in thdd#hnce for loan losses” section on page 33.

Non-performing loans decreased to $22.9 million atddeser 31, 2013 from $30.0 million at year-end 2@&Bnarily due to a decrease in
non-accrual loans and loans classified as troutbddad restructurings (TDRS), reflecting a limitedwher of partial charge-offs of collateral-
dependent loans. The ratio of non-performing ldartstal loans was 1.33% at December 31, 2013ndoem 1.90% at December 31, 2012.
TDRs, which are currently accruing interest, deseglafrom $11.0 million at December 31, 2012 to $ilion at December 31, 2013, as two
loans secured by commercial real estate totaling $@2llion experienced foreclosure during 2013.t blearge-offs totaled 0.60% of average
loans at year-end 2013, consistent with year-ed@ 2@ee “Financial Condition-Non-performing Loamsl Assets” for further discussion of
non-performing loans. See “Financial Condition-®uemy of Loan Loss Experience” for further discussid loans charged off during the
year.

Bancorp’s loan portfolio is diversified with no si§icant concentrations of credit. Geographicathgst loans are extended to borrowers in the
metropolitan areas of Louisville, Indianapolis &idcinnati. The adequacy of the allowance is naeil on an ongoing basis and it is the
opinion of management that the balance of the @ime for loan losses at December 31, 2013 is atietpabsorb probable losses inhere

the loan portfolio as of the financial statemerted&ee “Financial Condition-Allowance for Loan kes” for more information on the
allowance for loan losses.
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Non-Interest Income and Non-Interest Expenses

The following table provides a comparison of thenponents of non-interest income for 2013, 2012201dl. Below the table is a discussion
of significant changes and trends.

2013/2012 2012/2011

(Dollars in thousands) 2013 2012 2011 Change % Change %
Investment management and

trust service: $ 16,28 $ 1427¢ $ 1384. $ 2,00¢ 14.1% $ 437 3.2%
Service charges on deposit

acccounts 8,98¢ 8,51¢ 8,34¢ 47C 5.E 16¢€ 2.C
Bankcard transaction reven 4,37¢ 3,98t 3,722 39z 9.¢ 263 7.1
Mortgage banking revent 3,97¢ 5,771 3,04¢ (1,799 (31.7) 2,722 89.2
Loss on sales of securities

available for sal (5) — — 5) 100.C — —
Brokerage commissions and ft 2,15¢ 2,59 2,21¢ (439 (16.7) 374 16.€
Bank owned life insurance

income 1,031 1,00¢ 1,01¢ 25 2.t (13 1.3
Gain on acquisitiol 44¢ — — 44¢ 100.C — —
Other 1,73¢ 2,30¢ 1,04¢ (56¢) (24.79) 1,26: 120.7

$ 39000 $ 3845 $ 3324« $ 54k 1.4% $ 5,21% 15.7%

The largest component of non-interest income isstment management and trust revenue. The magmfudeestment management and
trust revenue distinguishes Bancorp from other camity banks of similar asset size. Along with tlileets of improving investment market
conditions in 2012 and 2013, this area of Bancorgioued to grow through attraction of new busiress retention of existing business.
Trust assets under management totaled $2.23 bdli@ecember 31, 2013, compared to $1.96 billiodextember 31, 2012. Investment
management and trust services income, which catesiain average of 40% of non-interest incomegasad $2,009,000, or 14.1%, for 2013
compared to 2012, primarily due to an increasecketaralue of assets under management, net newdsssiand, to a lesser extent, an
increase in one-time executor fees. Recurring f@k&h generally make up over 95% of the investnmeanagement and trust revenue,
increased 12% for 2013, compared to 2012. Mostrrieg fees earned for managing accounts are basedpercentage of market value on a
monthly basis. While fees are based on market gathey typically do not fluctuate directly withetloverall stock market. Accounts usually
contain fixed income and equity asset classes,wddmerally react inversely to each other. Somermaes of the investment management
and trust department, most notably executor, imsigaand some employee benefit plan-related feesyanrecurring in nature and the timi
of these revenues corresponds with the relatedrashative activities. Non-recurring fees increa$828,000 for 2013 compared to 2012.
For 2013, 2012 and 2011 executor fees totaled appately $437,000, $106,000 and $362,000, respelgtiv

Service charges on deposit accounts increased@¥or 5.5%, for the year ended December 31, 20&$ared to the same period a year
ago. Service charge income is driven by transast@ume, which can fluctuate throughout the yaad increased in the latter half of 2013
primarily due to addition of accounts in the Oldhtemsaction in the second quarter. A signifiarponent of service charges is related to
fees earned on overdrawn checking accounts. \ihigesource of income has experienced a modesaserover the past two years,
management expects it to decline slightly in 20ad tb anticipated changes in customer behavioiraandased regulatory restrictions.

Bankcard transaction revenue primarily represerdsme Bancorp derives from customersé of debit cards. This category reflects a ch
in the manner in which bankcard revenue and expareseeceived and recorded by Bancorp, relateldetaelection of a new bankcard
processor. Bancorp’s new processor
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provided more detailed information regarding relatecome and expense. As a result, beginning di20il3, information previously
recorded as net revenue has been grossed up tcactnmately reflect income and expense. This rdetailed information is not available
prior periods and thus impacts the comparabilitthefinformation on an absolute basis for revemegeexpense. It is, however, comparable
on a net basis. Bankcard income, net of bankogrdreses which are recorded in data processing sgpewas $2,844,000, $2,896,000 and
$2,734,000 for 2013, 2012 and 2011, respectivélye net decrease in 2013 primarily reflects a desgrén the rates received, partially offset
by increased volume of transactions. Most of thienue is interchange income based on rates s&triice providers in a competitive
market. Beginning in October 2011, this rate wasgdhe Federal Reserve Board for banks with @l€rbillion in assets. While this
threshold indicates Bancorp will not be directlfeated, this change has affected Bancorp as vemglavitate to lower cost interchanges.
While there are many uncertainties about its effeatltimately when these changes may take plaeeDbddFrank legislation will negative
affect this source of income. Volume, which is eleghent on consumer behavior, is expected to ineraaa slower pace. However,
management expects interchange rates to decreaséijng in income from this source to remain cstesit with levels experienced in 2013.

Mortgage banking revenue primarily includes gainsales of mortgage loans. Bancorp’s mortgage bgrdépartment originates residential
mortgage loans to be sold in the secondary malrkierest rates on the loans sold are locked wittbtbrrower and investor prior to closing
loans, thus Bancorp bears no interest rate risite@lto these loans. The department offers comrent VA and FHA financing, for
purchases and refinances, as well as programggotifne home buyers. Interest rates on mortgagad directly impact the volume of
business transacted by the mortgage banking divisiortgage banking revenue decreased $1,793¢0(1,.1%, in 2013 compared to 20:
In the second quarter of 2013, market rates fortgage loans increased, resulting in 85% lower velairefinance activity in 2013
compared to 2012. Origination of loans for purehahomes, however, has continued to rise, withnilimber of purchase loans increasing
13% in 2013 compared to 2012.

In the second quarter of 2013, Bancorp sold investmit held in obligations of state and politisabdivisions with total par value of
$685,000, generating a loss of $5,000. These seyrcquired in the Oldham transaction, were sottle ordinary course of investment
management because they did not meet Bancorp'srtunvestment strategy. No securities were soRDi12 or 2011.

Brokerage commissions and fees decreased $434006,7%, in 2013 compared to 2012, correspondirayerall brokerage volume. Int
second quarter of 2013, the departure of two beokesulted in a decline of accounts, many of wiichuded wrap fees. However, after
consideration of related expenses, the declinefrincome was approximately $100,000 compared 1@ 2@Brokerage commissions and fees
earned consist primarily of stock, bond and mutuadl sales as well as wrap fees on accounts. Wéespare charges for investment progr
that bundle together a suite of services, such@ebage, advisory, research, and management,asatilon a percentage of assets. Bancorp
deploys its brokers primarily through its branchwak, while larger managed accounts are serviogte investment management and trust
department.

Income related to bank-owned life insurance (“BQlas $1,031,000 in 2013 compared to $1,006,00@0&2. BOLI represents the cash
surrender value for life insurance policies onaierkey employees who have provided consent focBamto be the beneficiary of a portion
of such policies. Any proceeds received undeptiiicies and the related change in cash surreralae\are recorded as non-interest income.
This income helps offset the cost of various emgéolgenefits.

The Oldham transaction has been accounted for tisengcquisition method of accounting and, accalglimssets acquired, liabilities
assumed and consideration transferred were recaitdestimated fair value on the acquisition d&8ee Note 3 to Bancorp’s consolidated
financial statements for information relating te #cquisition. The fair value adjustments resubetket assets acquired in excess of the
consideration paid. Accordingly, a non-taxablengzi$449,000 was recognized.

Other non-interest income decreased $569,000,.@824luring 2013 compared to 2012, primarily dua 627,000 increase in the value of
the domestic private investment fund in the finsager of 2012. Management liquidated its investinie this fund effective March 31, 2012.
This decrease was partially offset by a varietptbier factors, none of which were individually sfgrant.
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The following table provides a comparison of thenponents of non-interest expenses for 2013, 20d2ah1. Below the table is a
discussion of significant changes and trends.

2013/2012 2012/2011

(Dollars in thousands) 2013 2012 2011 Change % Change %
Salaries and employee bene  $ 41,14: $ 37,96( $ 33,12¢ $ 3,18¢ 8.4% $ 4,83t 14.6%
Net occupancy expen: 5,61¢ 5,651 5,192 (36) (0.€) 45¢ 8.8
Data processing expen 6,31¢ 5,27¢ 5,01« 1,041 19.7 264 5.8
Furniture and equipment

expenst 1,12¢ 1,30¢ 1,29¢ (180) (13.9) 7 0.t
FDIC insurance 1,431 1,49¢ 1,65¢ (63) 4.2 (161) (9.7)
Loss on other real estate owr 652 1,41C 1,71¢ (758 (53.9) (30€) (17.9)
Acquisition costt 1,54¢ — — 1,54¢ 100.( — —
Other 13,51¢ 12,37 11,58( 1,14: 9.2 79z 6.€

$ 7135 $ 6547. $ 5958, $ 5,88( 9.C% $ 5,891 9.S%

* Ratio exceeds 100%

Salaries and benefits are the largest componemirinterest expenses and increased $3,185,008%r 8®r 2013 compared to 2012, largely
due to increased staffing levels, normal incre@ssalaries, higher health insurance costs, inet@snus accruals and stock-based
compensation expense. Increased staffing levelsded senior staff with higher per capita salaimggsvestment management and trust,
lending and loan administration functions as welstff increases resulting from the Oldham tratsacAt December 31, 2013, Bancorp |
519 full-time equivalent employees compared to d0he same date in 2012 and 480 for 2011.

Net occupancy expense decreased $36,000 or 0.686@2042 to 2013, largely due to a $150,000-recurring rent refund on a leased facility
which lowered rent expense in the first quarte2@t3, partially offset by increases in rent andrdejation expense attributable to four
additional locations as a result of the Oldhamgsation. At December 31, 2013 Bancorp had 34 bgnéémter locations including the main
office. In the second quarter of 2013, Bancorgetbone leased branch location in the LouisvilleAMS

Data processing expense increased $1,041,000 @olffom 2012 to 2013 due to several factors. éntttird quarter of 2013, Bancorp
incurred $144,000 data processing expense, aslthe@ customer account data was converted to Bpiscgystem. The increase also
reflected a $208,000 refund received from one vemdm provides data processing services for Banaehich was included in the 2012
amounts. Also included is $103,000 for reissuafadebit cards in the fourth quarter of 2013, atoacrelated to the recent selection of a
bank card processor. As noted above during 20&B¢&p began recording bank card revenue and expgaoss; this information was
previously conveyed net. As a result, Bancorp méet approximately $237,000 of data processing resgé 2013 due to the gross-up. This
category also includes ongoing computer equipmeximt@nance costs related to investments in newt#oby needed to improve the pace
delivery channels and internal resources.

Furniture and equipment expense decreased $186ra®8% in 2013, as compared to 2012, due toiatyasf factors, none of which is
individually significant. Costs of capital assdtlé@ions flow through the statement of income aber lives of the assets in the form of
depreciation expense.

FDIC insurance expense decreased $63,000, or 428 year ended December 31, 2013, as compatbd same period in 2012. The
assessment is calculated and adjusted quartetlyeblyDIC. The decline in expense is due primaihgduction in the assessment rate, which
was driven by improved credit metrics in 2013.
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Losses on other real estate owned (OREO) totalbd,®60 for the year ended December 31, 2013, cadgar$1,410,000 for the same
period in 2012. In 2013, Bancorp wrote off $368,@d OREO, as the maximum regulatory holding peobd0 years was reached. During
2012, Bancorp took additional charge-downs on gefdREO to target a shorter timeframe for the oppustic disposition of these
properties, thus helping limit Bancorp’s exposurenarket risk. As levels of OREO decreased in 20dlated disposition costs also
decreased.

In connection with the Oldham acquisition, Bancimiqurred expenses in the second quarter of 20a8aeto executing the transaction and
integrating and conforming acquired operations \&itd into Bancorp. Those expenses consisted laofelgnversion of systems and/or
integration of operations, professional servicestgrelated to termination of existing contracturaaingements of Oldham to purchase vai
services; initial marketing and promotion expergesigned to introduce Bancorp to its new custonad;printing, postage, supplies, and
other costs of completing the transaction. A sumyro@acquisition costs, all recorded in the secqudrter of 2013, included in the
consolidated statement 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 non-interest expenses increased $1,143,0002% for the year ended December 31, 2013 cordparthe same period of 2012. In
conjunction with the redemption of its trust preéet securities in the fourth quarter of 2013, Bapaerote off the remaining $1,306,000 of
debt issuance costs. Other increases included @39 amortization of the core deposit intangiéset recorded as a result of the Oldham
transaction, $256,000 increase in capital-based ttaes, $215,000 increase in mortgage servigygsr (“MSR”) amortization, $219,000 of
debit card losses, and $216,000 increase in adigrti Somewhat offsetting the increases in 2012 web564,000 decrease in legal and
professional fees, a one-time decrease of $503r00@rketing expense related to a debit card resvardgram conversion, and decreases of
$355,000 in OREO maintenance expenses. This catedgw includes printing, mail and telecommuniaasionone of which had individually
significant variances.

Income Taxes

A three year comparison of income tax expense #adtive tax rate follows:

(Dollars in thousands) 2013 2012 2011
Income tax expens $ 11,22¢  $ 9,63¢ $ 8,191
Effective tax rate 29.2% 27.2% 25.8%

The increase in the effective tax rate from 2012013 is primarily the result of reduced tax exemp#rest in 2013 as well as the recognition
of certain federal historic rehabilitation tax citsdelated to an investment in redevelopmentlobaisville landmark in 2012. The increase in
income tax expense from 2011 to 2012 is the refwih adjustment of approximately $700,000 mad&0ibl to Bancorp's deferred tax asset
that relates to tax-advantaged investments that@arhas made in its primary market area over da&s/ For more information regarding
income taxes and the effective tax rate see NtdeBancorp’s consolidated financial statements.
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Financial Condition
Earning Assets and Interest Bearing Liabilities

Summary information with regard to Bancorp’s finecondition follows:

2013/2012 2012/2011
(Dollars in thousands) 2013 2012 2011 Change % Change %
Average earning asse $ 2,096,08 $ 1,922,13- $ 1,809,04: $ 173,95: 9.1%$ 113,09: 6.2%
Average interest bearing
liabilities 1,582,59 1,488,93 1,456,86! 93,65 6.3 32,07 2.2
Average total asse 2,232,86: 2,070,96 1,959,60! 161,90: 7.8 111,35¢ 5.7
Total year end asse 2,389,26. 2,148,26; 2,053,09 241,00( 11.2% 95,16 4.€%

Bancorp has experienced growth in earning assetstbg last several years primarily in the areaifis. From 2012 to 2013, average loans
increased 7.2%, or $110.2 million, compared to 2d8%39.3 million from 2011 to 2012. Record loanguction of approximately $489
million due to increased calling efforts was laggeffset by loan payoffs, including the effectsn@irmal payoffs and paydowns and increased
competition from banks and non-bank financial firnrdsserage securities available for sale increa&&sl7 million, or 29.0% from 2012 to
2013, compared to $47.5 million, or 22.2% from 2642012 as Bancorp deployed funds from depositvtirinto longerterm earning asset

The increase in average interest bearing lialsliiem 2012 to 2013 occurred primarily in money kediand demand deposits as clients have
excess cash and few short-term investment altegsin the current environment. Average totalregebearing deposit accounts increased
9.2% and non-interest bearing deposit accounteased 18.3% in 2013. Time deposits decreased @ ®48.7 million in 2013, as Bancorp
intentionally did not renew higher cost depositd anstomers migrated from time deposits to demamabsits due to low rates. Bancorp
continued to utilize fixed rate advances from tih#.B during 2013 as they compared favorably to samierm time deposits. Bancorp had an
average of $32.5 million in outstanding FHLB advesian 2013 compared to $60.1 million and $60.4ianilin 2012 and 2011, respectively.
In the fourth quarter of 2012, Bancorp prepaid $8ion of fixed rate advances, resulting in $1.1llion in prepayment penalties, but results
in savings of approximately $2.1 million in interexpense over the next six years. At Decembe2@13 and 2012, federal funds purchased
from correspondent banks totaled $55.3 million &h6.6 million, respectively.
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Average Balances and Interest Rates — Taxable Equlent Basis

Year 2013 Year 2012 Year 2011
Average Average Average Average Average Average
(Dollars in thousands) balances Interest rate balances Interest rate balances Interest rate
Earning assetl
Federal funds sol $ 99,38 $ 29t 0.3(%$ 108,82¢ $ 32C 0.29%$ 86,60( $ 25¢ 0.2%%
Mortgage loans held for s¢ 5,88t 21¢ 3.7% 9,191 344 3.7&% 5,394 231 4.28%
Securities
Taxable 281,73« 5,83¢ 2.01% 210,94 5,41¢ 2.51% 163,23 4,95¢ 3.0%%
Tax-exempt 55,38t 1,64 2.91% 50,43( 1,691 3.35% 50,64« 1,90: 3.7¢%
FHLB stock and other securit 6,91¢€ 267 3.8(% 6,117 23¢ 3.8%% 5,90( 22( 3.7%
Loans, net of unearned incor 1,646,78 79,21t 4.81%  1,536,62 80,59: 5.24%  1,497,27 80,00¢ 5.3%%
Total earning asse 2,096,08: 87,47 417%  1,922,13 88,60 4.61%  1,809,04 87,56¢ 4.8/%
Less allowance for loan loss 32,28 31,89( 27,95(
2,063,801 1,890,24 1,781,09
Non-earning asse!
Cash and due from ban 33,88¢ 31,69 27,24(
Premises and equipme 38,69: 37,63« 34,58¢
Accrued interest receivable a
other asset 96,48 111,39: 116,68
Total asset $ 2,232,86: $ 2,070,96 $ 1,959,60
Year 2013 Year 2012 Year 2011
Average Average Average Average Average Average
(Dollars in thousands) balances Interest rate balances Interest rate balances Interest rate
Interest bearing liabilitie
Deposits
Interest bearing demand
deposits $ 392,93¢ $ 38¢ 0.1(%$ 317,01° $ 514 0.1€%3$ 281,56( $ 60C 0.21%
Savings deposi 96,51¢ 3¢ 0.04% 78,64( 61 0.0&% 70,29( 10¢ 0.1€%
Money market deposi 585,51 1,22¢ 0.21% 539,39! 1,797 0.32% 501,79: 2,601 0.52%
Time deposit: 364,34 3,35¢ 0.92% 383,00t 4,79¢ 1.25% 418,75! 6,79t 1.62%
Securities sold under
agreements to repurche 60,73 14€ 0.2% 59,86: 18C 0.3(% 61,59¢ 25¢ 0.41%
Federal funds purchased ¢
other shorterm borrowings 19,54¢ 32 0.16% 19,43: 31 0.16% 21,537 38 0.18%
FHLB advance: 32,51¢ 887 2.7%% 60,11: 2,461 4.0% 60,43¢ 1,46( 2.4%
Long-term debt 30,47" 3,09( 10.1%% 31,47« 3,111 9.8% 40,90( 3,451 8.4%
Total interest bearing
liabilities 1,582,59 9,16¢ 0.5¢%  1,488,93 12,95 0.87%  1,456,86 15,30° 1.05%
Non-interest bearing liabilitie
Non-interest bearing demail
deposits 404,112 341,53« 277,311
Accrued interest payable and
other liabilities 26,057 42,94: 45,79¢
Total liabilities 2,012,76 1,873,41 1,779,97
Stockholder’ equity 220,10° 197,55: 179,63
Total liabilities anc
stockholder equity $ 2,232,86! $ 2,070,96 $ 1,959,60
Net interest incom $  78,30¢ $  75,65! $ 72,26
Net interest spree 3.5¢% 3.74% 3.7%
Net interest margin 3.7&% 3.9%% 3.9%%

Notes:

* Yields on municipal securities have been computed &ully tax-equivalent basis using the federabime tax rate of 35%.

»  The approximate tax-equivalent adjustments to ésteincome were $1,008,000, $1,703,000 and $1,680¢0 the years ended

December 31, 2013, 2012 and 2011, respectively.



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

» Loan interest income includes loan fees and is edethbon a fully tax-equivalent basis using the fatimcome tax rate of 35%. Loan
fees, net of deferred costs, included in interesbine amounted to $1,390,000, $1,916,000 and $3@%(12013, 2012 and 2011,
respectively. For 2012, $1,060,000 of the loans fepresented the prepayment penalty on a tax-&lgaivbasis of one loan payoff.
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Securities

The primary purpose of the securities portfolitoiprovide another source of interest income, dsagdiquidity management. In managing
the composition of the balance sheet, Bancorp seblkdance between earnings sources and crediigaimity considerations.

Securities available for sale include securitied thay be sold in response to changes in intesitss, rresultant prepayment risk and other
factors related to interest rate and prepaymekictianges. Securities available for sale are chaidair value with unrealized gains or los:
net of tax effect, included in stockholders’ equity

The carrying value of securities available for salsummarized as follows:

December 31

(In thousands) 2013 2012

U.S. Treasury and other U.S. government obligat $ 110,00 $ 98,00(
Government sponsored enterprise obligat 137,84! 85,74¢
Mortgagebacked securitie— government agencie 172,69: 140,88:
Obligations of states and political subdivisic 69,49 60,79

Trust preferred securities of financial institutson 1,01¢

$ 490,03: $ 386,44(

There were no securities held to maturity as ofddgwer 30, 2013, 2012 or 2011.

The maturity distribution and weighted averageriederates of securities available for sale at bdomr 31, 2013, are as follows:

After one but within After five but within
Within one year five years ten years After ten years

(Dollars in thousands) Amount Rate Amount Rate Amount Rate Amount Rate
U.S. Treasury and other U.

government obligation $ 110,00( -0.01%% — — 3 — — $ — —
Government sponsored

enterprise obligation 36 — 95,74: 1.8(% 10,611 1.65% 31,45¢ 2.35%
Mortgage-backed securities

— government agencie 70 — 524 1.72% 29,54: 1.82%  142,55¢ 2.51%
Obligations of states and

political subdivision:s 10,44¢ 1.5¢% 33,95¢ 1.65% 25,08¢ 2.94% — —

$ 120,55 0.129%$ 130,22. 1.75%$ 65,24 2.22%$ 174,01. 2.4&%

The $110 million of U.S. Treasury securities cotexlof short-term treasury bills, which matured@muary 2014, purchased over year-end ac
a tax strategy. Tax savings exceeded lost prihgi@erated by negative yield on these securities.
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Loan Portfolio

Bancorp’s primary source of income is interestaank. The composition of loans as of the end ofasiefive years follows:

December 31

(In thousands) 2013 2012 2011 2010 2009
Commercial and industri; $ 510,73¢ $ 426,93( $ 393,72¢ $ 343,95¢ $ 336,88t
Construction and development, excluding

undeveloped lan 91,71¢ 85,45¢ 116,62: 131,34t 190,62:
Undeveloped land (1 37,87: 45,79% 31,01t 28,13¢t 14,03
Real estate mortgag

Commercial investmet 430,04 414,08« 399,65! 343,16: 326,42:

Owner occupied commerci 329,42: 304,11 297,12: 336,03: 230,00:

1-4 family residentia 183,70( 166,28( 154,56! 157,98: 147,34.
Home equity- first lien 40,25: 39,36: 38,63 39,44¢ 41,64+
Home equity - junior lien 63,40 65,79( 76,687 91,81: 108,39¢
Subtotal: Real estate mortge 1,046,82. 989,63: 966,66 968,44( 853,80t
Consumer 34,19¢ 36,78( 36,81« 36,541 40,11«

$ 172135 $ 158459 $ 154484 $ 1508,42' $ 1,435,446

(1) Undeveloped land consists of land initially acqdifer development by the borrower, but for whichdevelopment has taken place.

In the fourth quarter of 2013, as a result of asedyof non-performing loan metrics, Bancorp expdrle classifications for loans to include
undeveloped land, which was previously recordetiiwitonstruction and development loans. The irsgean the commercial and industrial
and commercial real estate categories are thet @salconsistent relationship-driven businesstefiato serve existing and new clients in
Bancorp’s local markets. The decrease in the oacti#bn and development category since 2009 refletgration of loan types as project
completions resulted in permanent financing. Bgpisdocus has not been on housing and commeroiadtouction lending, as both are
sources of increased credit risk in the currentrenment.

Junior lien home equity loans, which comprise 4%hefloan portfolio at December 31, 2013, are gthjcunderwritten with consideration of
the borrower’s overall financial strength as a @iiynpayment source, with some reliance on the validiee collateral. The overall level of
home equity junior liens as a percentage of thead\vgortfolio and the level of related outstandocgmmitments have been declining over the
last several years. Demand has declined as comsymash to refinance entire debt into first-liersiion loans at historic low rates. Bancorp
continues to aggressively market this product.

Bancorp occasionally enters into loan participaigreements with other banks to diversify credit.riFor certain sold participation loans,
Bancorp has retained effective control of the lo&yyically by restricting the participating institons from pledging or selling their share of
the loan without permission from Bancorp. US GA®Ruires the participated portion of these loarsetoecorded as secured borrowings.
These participated loans are included in the comialeaind industrial and real estate mortgage lotals above, and a corresponding liability
is recorded in other liabilities. At December 3013 and 2012, the total participated portionsahk of this nature were $9.4 million and
$7.7 million respectively.
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The following tables detail the amounts of commedrand industrial loans, and construction and dgrekent loans, including undeveloped
land, at December 31, 2013 which, based on renmstheduled repayments of principal, are due ipp#h®ds indicated. Also shown are
commercial and industrial loans due after one gtssified according to sensitivity to changesieiiest rates.

Maturing
After one but
(In thousands) Within one year within five years After five years Total
Commercial and industri; $ 194,690 $ 233,44¢ $ 82,59: $ 510,73¢
Construction and development including undeveldpad 49,12« 49,83" 30,62¢ 129,59(

Interest Sensitivity
Commercial and industrial loans Fixed rate Variable rate
(In thousands)

Due after one but within five yea $ 173,32 % 60,12¢
Due after five year 67,57- 15,02’
$ 240,89 $ 75,147

Non-performing Loans and Assets

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

December 31

(Dollars in thousands) 2013 2012 2011 2010 2009
Non-accrual loan: $ 15,25¢ $ 18,36( $ 18,737 $ 14,38¢ $ 10,45¢
Troubled debt restructurir 7,24¢ 10,96¢ 3,40 2,88: 758
Loans past due 90 days or more and still accruing 437 71¢ 1,16( 2,04 893
Non-performing loans 22,94« 30,04¢ 23,29¢ 19,31« 12,10:
Foreclosed property 5,592 7,36¢ 7,772 5,44¢ 1,61¢
Non-performing assets $ 28,53t $ 37,41: $ 31,07 $ 24,75¢ $ 13,717
Non-performing loans as a percentage of total Ic 1.3%% 1.9(% 1.51% 1.28% 0.84%
Non-performing assets as a percentage of total a 1.1¢% 1.70% 1.51% 1.3(% 0.71%
Allowance for loan loss as a percentage of non-

performing loan: 124% 10€% 12&% 132% 165%

At December 31, 2013, loans accounted for as TRRRided those for which there had been modificatfoms original terms due to
bankruptcy proceedings, modifications of amortatperiods or temporary suspension of principahpayts due to customer financial
difficulties, and limited forgiveness of principal.o the extent that Bancorp chooses to work witlrdwers by providing reasonable
concessions, rather than initiating collections tbuld result in an increase in loans accounted$olDR. The decrease in TDRs
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from 2012 to 2013 is primarily due to two loanswged by commercial real estate totaling $2.9 milliehich experienced foreclosure and
moved to OREO during 2013. Loans accounted farlzR, which have not defaulted, are individually lexsded for impairment and at
December 31, 2013, had a total allowance allocaif&942,000, compared to $295,000 at Decembe?(Bl12.

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

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

Commercial and industrii $ 84€ $ 1,55¢
Construction and development, excluding undeveldaed 26 551
Undeveloped lan 7,34( 10,31:
Real estate mortga¢- commercial investmet 1,921 2,077
Real estate mortga¢- owner occupied commerci 2,582 1,52¢
Real estate mortga¢- 1-4 family residentia 2,391 2,27¢
Home equity 152 55
Consumer — 4
Total $ 15,25¢ $ 18,36(

Bancorp has two relationships, both in its primagrket, who account for $7.9 million or 52% of tatan-accrual loans at December 31,
2013. Each of these loans is secured predominbpttpmmercial or residential real estate, and memeent estimates minimal loss exposure
after consideration of collateral. The remainimdaince of non-accrual loans, totaling $7.4 millisngomprised of a larger number of
borrowers with smaller balances. Each non-acdoaal is individually evaluated for impairment inngonction with the overall allowance
methodology.

Loans are placed in a non-accrual income status wreeprospects for recovering both principal acch@ed interest are considered doubtful
or when a default of principal or interest has &dgor 90 days or more unless such a loan isseelired and in the process of collection.
Interest income recorded on non-accrual loans &&88,$00, $157,000, and $391,000 for 2013, 20122814, respectively. Interest income
that would have been recorded if nacerual loans were on a current basis in accordaithetheir original terms was $1,248,000, $1,16D,
and $1,104,000 for 2013, 2012, and 2011, respégtive

In addition to the nomperforming loans discussed above, there were ladmish are accruing interest, for which paymentsen@irrent or les
than 90 days past due where borrowers are expergsignificant financial difficulties. These potei problem loans totaled approximately
$22,262,000, $38,957,000, and $46,148,000 at Deeefih 2013, 2012, and 2011, respectively. Thelsg¢ionships are monitored closely
for possible future inclusion in non-performingtsa Management believes it has adequately reflebgeexposure in these loans in its
determination of the allowance for loan losses.

Non-performing assets as a percentage of total adseteased 55 basis points from 2012 to 2013, teftedecreases in non-accrual loans,
loans classified as troubled debt restructuring, faneclosed property. At December 31, 2013 andeDwer 31, 2012, the carrying value of
other real estate owned was $5.6 million and $7ldom, respectively. In 2013, Bancorp recordegairment charges totaling $904,000,
compared to $1,479,000 in 2012 and $1,737,00011.20
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Allowance for Loan Losses

An allowance for loan losses has been establighpdotvide for probable losses on loans that mayedully repaid. The allowance for loan
losses is increased by provisions charged to expamd decreased by charge-offs, net of recovéroess are typically charged off when
management deems them uncollectible and after lyimigicollateral has been liquidated; however, edion efforts continue and future
recoveries may occur. Periodically, loans areigiéyrtcharged off to the net realizable value baspdn evaluation of related collateral,
including Bancorp’s bias for resolution.

Bancorp’s lending policies and procedures centezamtrolling credit risk and include proceduresdentify and measure this risk. These
procedures begin with lenders assigning a riskgattd each of their credits, and this rating isfcored in the loan approval process. Internal
loan review, through a year-round process of examimdividually significant obligor relationshifzs well as a sample of each lender’'s
portfolio, tests the reliability of these risk assments. Additionally, a review of this procesansintegral part of regulatory bank
examinations.

Adversely rated credits are included on a loan Wwést. This list also includes loans requirings#o monitoring due to borrower’s
circumstances. However, these loans have genewatliiseached a level of adversity which would cabhsen to be criticized credits by
regulators. Loans are added to the watch list vdiremmstances are detected which might affecbtreower’s ability to comply with terms
of the loan. This could include any of the follogin

e Delinquency of a scheduled loan payment,
e Severe deterioration in the borrower’s or guarastimancial condition identified in a review of pedic financial statements,
« Decrease in the value of collateral securing tha |or

e Change in the economic environment in which thedweer operates.

Loans on the watch list require detailed statusmspincluding recommended corrective actionspared periodically by the responsible Ic
officer. These reports are reviewed by managemehé watch list is also discussed in quarterly igstwith Bancorp’s Executive Loan
Committee.

Changes in loan risk ratings are typically inittht®y the responsible loan officer, but may alsanfitéated by internal loan review or Bancosp’
Loan Committees at any time.

In determining the allowance and related provig@mroan losses, these principal elements are densil:

»  Specific allocations are based upon probable lossésdividually evaluated impaired loans. Thessn®are measured based on the
present value of future cash flows discounted @ldans’ effective interest rate or at the estimhdi#ér value of the loans’ collateral, if
applicable. Other objective factors such as payrmistory and financial condition of the borrowergararantor may be used as well.

» Allocations for individually significant loans ndefined as impaired are based on estimates neededdls of loans with similar risk
based upon Bancorp’s historical net loss percesthgdoan type.

»  Additional allowance allocations based on subjecfactors not necessarily associated with a sgemifidit or loan category and
represent management’s effort to ensure that theathallowance for loan losses appropriately i@flea margin for the imprecision
necessarily inherent in the estimates of credédes Management considers a number of subjeetoters, including local and general
economic business factors and trends and porifol@entrations.

Based on this quantitative and qualitative analymigvisions are made to the allowance for loadgs Such provisions are reflected as a
charge against current earnings in Bancorp’s cateseld statements of income.

The allocation of the allowance for loan losseddan category is a result of the analysis above. §dme procedures used to determine
requirements for the allowance for loan losseshiistathe distribution of the allowance by loanegmiry. The distribution of the allowance
will change from period to period due to changethaidentified risk in each loan in the portfolahanges in the aggregate loan balances by
loan
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category, and changes in management’s view ofutthgstive factors noted above. Although the alloweafor loan losses is comprised of
specific and general allocations the entire allovesis available to absorb any credit losses.

Historical net loss percentages are updated qlyaltased on actual losses experienced by eachtypanThe reallocations among different
categories of loans between periods are the rektlie redistribution of the individual loans tlemprise the aggregate portfolio as described
above. However, the perception of risk with respegarticular loans within the portfolio will chge over time as a result of the
characteristics and performance of those loangathwronomic and market trends, and the actuakapeécted trends in non-performing
loans.

Prior to September 30, 2013, Bancorp utilized tima sf all allowance amounts derived as describedatincluding a reasonable unalloce
allowance, as an indicator of the appropriate lev&llowance for loan and lease losses. Duringhivd quarter of 2013, Bancorp refined its
allowance calculation whereby it “allocated” thetmmn of the allowance that was previously deeneeléd unallocated allowance based on
management’s determination of the appropriate tpiadé adjustment. This refined allowance calcolaincludes specific allowance
allocations to loan portfolio segments at Decen®1er2013 for qualitative factors including, amorges factors, (i) national and local
economic and business conditions, (ii) the quality experience of lending staff and managemeitcfianges in lending policies and
procedures, (iv) changes in volume and severityast due loans, classified loans and non-perforhoiags, (v) potential impact of any
concentrations of credit, (vi) changes in the nraturd terms of loans such as growth rates andatidn rates, (vii) changes in the value of
underlying collateral for collateral-dependent Isatonsidering Bancorp’s disposition bias, and)(thie effect of other external factors such
as the legal and regulatory environment. Bancaap aiso consider other qualitative factors in fatperiods for additional allowance
allocations, including, among other factors, changeBancorp’s loan review process. Changes irctiberia used in this evaluation or the
availability of new information could cause theoalhnce to be increased or decreased in futuregserio addition, bank regulatory agencies,
as part of their examination process, may requijestments to the allowance for loan and leasesfobased on their judgments and estim

The adequacy of the allowance for loan losses isitoi@d by the internal loan review staff and repdmuarterly to the Executive Loan
Committee and the Audit Committee of the Board o&Etors. In addition, various regulatory agencasan integral part of their examinat
process, periodically review the adequacy of Bapisaallowance for loan losses. Such agencies n@yine Bancorp to make additional
provisions to the allowance based upon their judgmabout information available to them at the twhéheir examinations. Management
believes that the allowance for loan losses is aalegto absorb probable inherent losses on exiktargs that may become uncollectible. See
“Provision for Loan Losses” for further discussiginthe allowance for loan losses.
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Summary of Loan Loss Experience

The following table summarizes average loans ondlitgy, changes in the allowance for loan lossesrarifrom loans charged off and
recoveries on loans previously charged off by loategory and additions to the allowance chargexpense.

Year ended December 3

(Dollars in thousands) 2013 2012 2011 2010 2009
Average Loans $ 1656,77 $ 156391 $ 152955 $ 1,469,111 $ 1,391,64
Balance of allowance for loan losses at beginning ¢
year $ 31,88. $ 29,74t $ 2554: $ 20,00 $ 15,38:
Loans charged o
Commercial and industrii 457 4,52: 1,01t 1,41¢ 4,90¢
Construction and development excluding
undeveloped lan 25 14¢ 1,50z 1,461 273
Undeveloped lan 7,961 1,57 60C 75( 1,10C
Real estate mortga( 2,75¢ 3,451 5,331 2,45( 1,76¢
Consumer 763 79€ 67: 687 1,07t
Total loans charged off 11,96¢ 10,49¢ 9,121 6,76€ 9,117
Recoveries of loans previously charged
Commercial and industrii 56¢ 84 10¢ 11¢ 57
Construction and development excluding
undeveloped lan 163 — — 26 2
Undeveloped lan 81 — — — —
Real estate mortga( 584 24¢ 15¢ 163 39z
Consumer 65¢ 801 457 53¢ 51(
Total recoveries 2,05¢ 1,13¢ 72% 84( 961
Net loans charged o 9,90¢ 9,36¢ 8,39¢ 5,92¢ 8,15¢
Additions to allowance charged to expense 6,55( 11,50( 12,60( 11,46¢ 12,77¢
Balance at end of year $ 28,52: $ 31,88. $ 29,74F $ 25,54: $ 20,00(
Ratio of net charge-offs during year to averagadoa 0.6(% 0.6(% 0.55% 0.4(% 0.5¢%

See “Provision for Loan Losses” for discussionha provision for loan losses and 2013 charge-offs.
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The following table sets forth the allocation oé thllowance for loan losses for the loan categatiesvn. Although specific allocations exist,
the entire allowance is available to absorb logsesiy particular loan category.

December 31

(In thousands) 2013 2012 2011 2010 2009
Commercial and industrii $ 7,64 % 594¢ $ 7,36¢ % 2,79 $ 4,091
Construction and development excluding undeveloped

land 2,55¢ 1,63¢ 3,53¢ 3,63( 1,09¢
Undeveloped lan 5,37¢ 2,89¢ 10 — 42C
Real estate mortgag 12,60 14,28¢ 11,18 12,20: 6,51%
Consume 348 362 54C 622 947
Unallocated — 6,74¢ 7,118 6,291 6,931

$ 28,52: $ 31,88 $ 29,74t $ 25,54 $ 20,00(

Changes in the allocation of the allowance fronr yegear in various categories are influencedhaylével of net charge-offs in the
respective categories and other factors includng not limited to, an evaluation of the impactafrent economic conditions and trends, risk
allocations tied to specific loans or groups ofl®and changes in qualitative allocations. Managerelieves that allocations for each loan
category are reflective of the risk inherent in ploetfolio.

Selected ratios relating to the allowance for Iwmses follow:

Years ended December 3

2013 2012 2011
Provision for loan losses to average lo 0.4(% 0.74% 0.82%
Net charg-offs to average loar 0.6(% 0.6(% 0.55%
Allowance for loan losses to average lo 1.72% 2.0% 1.94%
Allowance for loan losses to year end lo 1.6€% 2.01% 1.92%

Deposits

Bancorp’s core deposits consist of non-interestiatadest bearing demand deposits, savings depositficates of deposit under $250,000
and IRAs. These deposits, along with other borbfuads, are used by Bancorp to support its asss. [By adjusting rates offered to
depositors, Bancorp is able to influence the amoohteposits needed to meet its funding requirésnen

Average amounts of deposits in Bancorp and avergs paid on such deposits for the years indicatedummarized as follows:

Years ended December 3

2013 2012 2011
Average Average Average Average Average Average
(Dollars in thousands) balance rate balance rate balance rate
Nor-interest bearing demand depo: $ 404,11 — $ 341,53 — $ 277,31 —
Interest bearing demand depo: 392,93¢ 0.1(% 317,01 0.1€% 281,56t 0.21%
Savings deposil 96,51¢ 0.04% 78,64( 0.0&% 70,29( 0.1€%
Money market deposi 585,51. 0.21% 539,39! 0.3% 501,79: 0.52%
Time deposits 364,34 0.92% 383,00t 1.25% 418,75( 1.62%
$ 1,843,442 $ 1,659,59. $ 1,549,70:
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Maturities of time deposits of $250,000 or morestanding at December 31, 2013, are summarizedlaa/fo

(In thousands) Amount

3 months or les $ 8,63

Over 3 through 6 montt 4,86(

Over 6 through 12 montt 9,95¢

Over 12 months 17,15
$ 40,60¢

Securities Sold Under Agreement to Repurchase

Securities sold under agreements to repurchaseseprexcess funds from commercial customers asfpacash management service.
These agreements generally have maturities of osmdss day from the transaction date. Bancorpiders these core fundings since they
represent excess cash balances of full relatiorasmess customers.

Information regarding securities sold under agregmt repurchase follows:

Years ended December 3

2013 2012 2011

(Dollars in thousands) Amount Rate Amount Rate Amount Rate

Securities sold under agreements to repurch
Year enc $ 62,61t 0.23% $ 59,04t 0.28% $ 66,02¢ 0.3(%
Average during yee 60,73" 0.24% 59,86 0.3(% 61,59: 0.41%
Maximum month end balance during y: $ 6838 $ 64,58 $ 6981t

Subordinated Debentures

Subordinated debentures are classified as longdebn In light of pressures on the economy armkdainties in the banking industry, S.Y.
Bancorp further strengthened its balance sheeh@@008 with the sale of $30,000,000 of 10% cunwédatust preferred securities in an
over-subscribed public offering. The trust pregersecurities, which qualified as Tier 1 capitadgrevcallable by Bancorp on or after
December 31, 2013. On December 31, 2013, Baneolgemed these securities at par value. Remainiagartized issuance costs of
$1,306,000 were recognized as non-interest exparthe fourth quarter of 2013.

Also in 2008, Bancorp issued $10 million of suboeted debt, with a 10 year maturity, and a calioopio Bancorp two years after issuance.
In 2012, Bancorp exercised its call option and pi@phe subordinated debt without penalty. SeeN@tto Bancorp’s consolidated financial
statements for further information regarding submatkd debentures.

Liquidity

The role of liquidity management is to ensure fuadksavailable to meet depositors’ withdrawal aoaddwers’ credit demands while at the
same time maximizing profitability. This is accomspled by balancing changes in demand for funds e¥iinges in the supply of those funds.
Liquidity is provided by short-term liquid asselst can be converted to cash, investment secuaiigiéable for sale, various lines of credit
available to Bancorp, and ability to attract fufidsn external sources, principally deposits.
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Management believes it has the ability to incredemosits at any time by offering rates slightlyHegthan market rates.

Bancorp’s Asset/Liability Committee is primarily a@up of senior management and has direct ovensghonsibility for Bancorg’ liquidity
position and profile. A combination of daily, wégland monthly reports provided to management tttaifollowing: internal liquidity
metrics, composition and level of the liquid ags&tfolio, timing differences in short-term casbwil obligations, and exposure to contingent
draws on Bancorp’s liquidity.

Bancorp’s most liquid assets are comprised of eashdue from banks, available for sale marketaivestment securities and federal funds
sold. Federal funds sold totaled $36.3 millioatember 31, 2013. These investments normally bagmight maturities and are used for
general daily liquidity purposes. The fair valuetlod available for sale investment portfolio wa9@4® million at December 31, 2013. The
portfolio includes maturities of approximately $12nillion over the next twelve months, includingl® million of short-term securities
which matured in January 2014. Combined with faliemds sold, these offer substantial resourceseet either new loan demand or
reductions in Bancorp’s deposit funding base. Bgnptedges portions of its investment securitiegfptio to secure public fund deposits,
cash balances of certain investment managemerttastdiccounts, and securities sold under agreememnépurchase. At December 31,
2013, total investment securities pledged for thmsposes comprised 50% of the available for salestment portfolio, leaving $246.6
million of unpledged securities.

Bancorp has a large base of core customer depdsfiagd as demand, savings, and money market deposunts. At December 31, 2013,
such deposits totaled $1.631 billion and represe8286 of Bancors total deposits. Because these core depositessedlatile and are ofts
tied to other products of Bancorp through longitegstelationships they do not put heavy pressurbquidity. However, many of Bancorp’s
overall deposit balances are historically high. éWimarket conditions improve, these balances ikély decrease, putting some strain on
Bancorp’s liquidity position. As of December 3D13, Bancorp had only $4.3 million or 0.2% of tadaposits, in brokered deposits, which
are predominantly comprised of Certificate of DépAscount Registry Service (CDARSs) deposits, agvaon which allows Bancorp to offer
FDIC insurance up to $50 million in deposits pestomer through reciprocal agreements with othewort participating banks.

Other sources of funds available to meet daily aéeclude the sales of securities under agreentemépurchase. Also, Bancorp is a member
of the FHLB of Cincinnati. As a member of the FHLEBancorp has access to credit products of the FHB&ncorp views these borrowings

a low cost alternative to other time deposits.D&tember 31, 2013, the amount of available credihfthe FHLB totaled $361 million. See
Note 11 to Bancor's consolidated financial statements for furthdoimation regarding advances from the Federal Hbosn Bank. Also,
Bancorp has available federal funds purchased linigscorrespondent banks totaling $45 million.nBarp also is eligible to borrow from t
Federal Reserve Bank of St. Louis based upon aflpested collateral.

Over the normal course of business, Bancorp eitrsertain forms of off-balance sheet transaajomcluding unfunded loan commitments
and letters of credit. These transactions are gehthrough Bancorp’s various risk management gsEe Management considers both on-
balance sheet and off-balance sheet transactiatsemaluation of Bancorp’s liquidity.

Sources and Uses of Cash

Cash flow is provided primarily through financingtiaities of Bancorp which include raising deposited borrowing of funds from
institutional sources such as advances from FHLdBfad funds purchased as well as scheduled loaynegnts. These funds are then
primarily used to facilitate investment activitiesBancorp which include making loans and purchgsicurities for the investment portfoli
Another important source of cash is from the nebime of the Bank from operating activities. Ascdissed in Note 17 to Bancorp’s
consolidated financial statements, as of Januafyahy year the Bank may pay dividends in an amequogl to the Bank’s net income of the
prior two years less any dividends paid for thes&mwo years. Regulatory approval is required feidénds exceeding these amounts. Prior
to declaration of dividends, management considerffect such payments will have on total stocttard’ equity and capital
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ratios. For more specific information, see the otidated statement of cash flows in Bancorp’s ctidated financial statements.
Commitments

In the normal course of business, Bancorp is garctivities that contain credit, market and ofieral risk that are not reflected in whole or
in part in Bancorp’s consolidated financial statatse Such activities include: traditional off-aate sheet credit-related financial

instruments, commitments under operating leasesoagdterm debt.

Bancorp provides customers with off-balance shestitsupport through loan commitments and staneltdgrs of credit. Summarized credit-
related financial instruments, including both corimants to extend credit and letters of credit atddeber 31, 2013 are as follows:

Amount of commitment expiration per period

Less than 1-3 35 Over 5
(In thousands) Total 1 year Years Years Years
Unused loan commitmen $ 45429 $ 289,50¢ $ 72,81¢ $ 58,02 $ 33,94:
Standby letters of crec 15,22 12,66¢ 2,50¢ 51 —

Since some of the unused commitments are expeztxhire or may not be fully used, the total amafrdommitments in the preceding
table does not necessarily represent future caglireznents.

In addition to owned banking facilities, Bancorstentered into longerm leasing arrangements for certain branch fesli Bancorp also h
required future payments for a defined benefiteetient plan, long-term debt and the maturity oktiseposits. In 2009, Bancorp executed an
agreement to acquire marketing rights for a sprtsentertainment venue. Bancorp receives revieomethe relationship which offsets a
portion of the expenses over the term of the agee¢énSee Note 11, Note 15 and Note 18 to Bancaisolidated financial statements for
further information on Federal Home Loan Bank ademsnthe defined benefit retirement plan and opeydtases.

Required payments under such commitments at Deaed3ih@013 are as follows:

Payments due by perioc

Less than 1-3 35 Over 5
(In thousands) Total 1 year Years Years Years
Operating lease $ 8,62¢ $ 1,59 $ 2591 $ 2,190 $ 2,25
Defined benefit retirement ple 3,86¢ 84 16¢€ 16¢€ 3,44¢
Time deposit maturitie 349,95¢ 228,45¢ 101,84. 19,657 —
Federal Home Loan Bank advant 34,32¢ 10,17¢ 20,34( 353 3,457
Other 2,40( 40C 80C 80C 40C

Capital
Information pertaining to Bancorp’s capital balaswead ratios follows:

Years ended December 3

(Dollars in thousands, except share date 2013 2012 2011
Stockholder’ equity $ 229,44: $ 205,07 $ 187,68t
Dividends per shar 0.81 0.7 0.7z2
Tier 1 risk-based capite 12.2% 13.1% 12.7%
Total risk-based capite 13.5/% 14.42% 14.6:%
Leverage ratic 9.7%% 10.7% 10.5%%
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Since 2008, Bancorp has had no share buyback ghansing instead to continue to grow its capitahmface of uncertain economic times
and regulatory environment. S.Y. Bancorp increasedash payout to stockholders during 2013 tararual dividend of $0.81, up from
$0.77 per share in 2012. This represents a pagtiotef 42.41% based on basic EPS and an annudlofi®.63% based upon an annualized
fourth quarter dividend rate and year-end clostoglsprice.

Bank holding companies and their subsidiary bam&sequired by regulators to meet risk-based chgtitmdards. These standards, or ratios,
measure the relationship of capital to a combimatibbalance sheet and off-balance sheet risksvahe of both balance sheet and off-
balance sheet items are adjusted to reflect crislg. Bancorp issued $12.2 million of common ktdaring 2013 for the Oldham
transaction. On December 31, 2013, Bancorp redéetngar all of its 10% fixed-rate cumulative trpseéferred securities, or $30 million.
The redemption caused capital ratios to fall sonawhDecember 31, 2013, compared with those oéeer 31, 2012, but all ratios remain
well above regulatory thresholds. The increasEién 1 risk-based and leverage capital ratios f&fyhl to 2012 resulted largely from the
growth of retained earnings. The total risk-basapital ratio declined slightly from 2011 to 2042, a result of Bancorp’s first quarter 2012
prepayment of $10 million of subordinated deberguhat qualified as Tier 2 capital. See Note 1Bdacorp’s consolidated financial
statements for more detail regarding the subordihdebenture component of capital. Note 22 tatimsolidated financial statements
provides more details of regulatory capital requieats, as well as capital ratios of Bancorp andBtnek. Bancorp and the Bank exceed
regulatory capital ratios required to be well calged. Management considers the effects of gramthapital ratios as it contemplates plans
for expansion.

One component of equity is accumulated other cohgmnsive income (loss) which, for Bancorp, cong$tset unrealized gains or losses on
securities available for sale and a minimum penBadaility, both net of taxes. Accumulated othenquehensive (loss) income was
($2,217,000) and $5,421,000 at December 31, 20d2@ah2, respectively. The $7,638,000 decreasearsapily a reflection of the effect of
the changing interest rate environment during figear 2013 on the valuation of Bancorp’s portfalicsecurities available for sale.

The following table presents various key financélos:

Years ended December 3

2013 2012 2011
Return on average ass 1.22% 1.25% 1.2(%
Return on average stockholc’ equity 12.3% 13.06% 13.1%%
Dividend payout ratio, based on basic E 42.4%% 41.4(% 42.1%
Average stockholde’ equity to average ass¢ 9.8€% 9.5% 9.17%

Fair Value Measurements

Bancorp follows the provisions of authoritative dmmce for fair value measurements. This guidasmdefinitional and disclosure oriented
addresses how companies should approach measaringlue when required by US GAAP. It prescribasaus disclosures about financial
statement categories and amounts which are meaaufaid value, if such disclosures are not alresylscified elsewhere in US GAAP.

Authoritative guidance defines fair value as thiegthat would be received to sell an asset or feaithnsfer a liability in an orderly
transaction between participants at the measuredadat The guidance, which requires fair valuesueaments to be classified as Level 1
(quoted prices), Level 2 (based on observable g)mrtLevel 3 (based on unobservable, internallyved inputs), is discussed in more detalil
in Note 19 to the consolidated financial statements
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Bancorp’s investment securities available for salé interest rate swaps are recorded at fair valgerecurring basis. Other accounts
including mortgage loans held for sale, mortgageisiag rights, impaired loans and other real estatned may be recorded at fair value
non-recurring basis, generally in the applicatibtower of cost or market adjustments or write-devar 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 corporations, mortgagkeobsecurities and obligations of state and paligsubdivisions. Trust preferred
securities are priced using quoted prices of idah8ecurities in an active market. These measemesrare classified as Level 1 in the
hierarchy above. All other securities are pricsthg standard industry models or matrices withoresiassumptions such as yield curves,
volatility, prepayment speeds, default rates, tualeie, credit rating and market prices for therinsients. These assumptions are generally
observable in the market place and can be deriosd 6r supported by observable data. These measuterare classified as Level 2 in the
hierarchy above.

Interest rate swaps are valued using primarily L2vaputs. Fair value measurements are obtairmd fin outside pricing service. Prices
obtained are generally based on dealer quoteshbeark forward yield curves, and other relevant oledele market data. For purposes of
potential valuation adjustments to derivative pos#, Bancorp evaluates the credit risk of its ¢erparties as well as its own credit risk. To
date, Bancorp has not realized any losses duedarderparty’s inability to perform and the chamgegalue of derivative assets and liabilities
attributable to credit risk was not significant itgr 2013.

Mortgage loans held for sale are recorded at tiverl@f cost or market value. The portfolio is commed of residential real estate loans and
fair value is based on specific prices of undedydontracts for sales to investors. These measmsnare classified as Level 2.

MSRs, carried in other assets, are recorded atdi#lie upon capitalization, are amortized to cqroas! with estimated servicing income, and
are periodically assessed for impairment basediowdlue at the reporting date. Fair value islbasn a valuation model that calculates the
present value of estimated net servicing income. mbdel incorporates assumptions that market jjzatits would use in estimating future
net servicing income. These measurements arefidaisas Level 3. At December 31, 2013 and 2012etheas no valuation allowance for
MSRs, as fair value exceeded carrying value.

Other real estate owned, which is carried in oftssets at the lower of cost or fair value, is mhcally assessed for impairment based on fair
value at the reporting date. Fair value is deteeahifrom external appraisals using judgments atichates of external professionals. Man'
these inputs are not observable and, accordirubget measurements are classified as Level 3. éd¢mleer 31, 2013 and December 31, 2
the carrying value of other real estate owned vi&g53,000 and $7,364,000, respectively.

Loans are measured for impairment and, if indicagespecific allocation is established based orvéhge of underlying collateral. Impaired
loans include non-accrual loans and loans accoudoteab troubled debt restructuring. For impailehs, fair value is calculated as the
carrying value of loans with a specific valuatidio@ance, less the specific allowance. At Decen8ir2013 and December 31, 2012,
carrying value of impaired loans was $9,129,000%1H 625,000, respectively. These measurementdamsified as Level 3.

See Note 19 to Bancorp’s consolidated financidaestants for details of fair value measurements.

Non-GAAP Financial Measures

In addition to capital ratios defined by bankingukators, Bancorp considers various ratios whefuatiag capital adequacy, including
tangible common equity to tangible assets, andidgngommon equity per share, all of which are ®NAP measures. Bancorp believes
these ratios are important because of their widespuse by investors as means to evaluate cagéqliacy, as they reflect the level of caf
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available to withstand unexpected market conditidBecause US GAAP does not include capital ragasares, there are no US GAAP
financial measures comparable to these ratios.

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

December 31

(in thousands, except per share date 2013 2012

Total equity $ 229,44: $ 205,07!
Less core deposit intangit (2,157 —
Less goodwill (682) (682)
Tangible common equity $ 226,61. $ 204,39:
Total asset $ 2,389,26. $ 2,148,26:
Less core deposit intangik (2,15)) —
Less goodwill (682) (682)
Total tangible assets $ 2,386,420 $ 2,147,58
Total shareholde’ equity to total asse 9.6(% 9.55%
Tangible common equity ratio 9.5(% 9.52%
Number of outstanding shar 14,60¢ 13,91¢
Book value per shai $ 1571 $ 14.7¢
Tangible common equity per share 15.51 14.6¢

The following table provides a reconciliation ot ierest margin in accordance with US GAAP tomalized net interest margin. Bancorp
provides this information to illustrate the tremdniet interest margin sequentially from 2011 thto2§13 and to show the impact of
prepayment fees and late charges on net interegimma

Reconciliation of Net Interest Margin to Normalized

2013 2012 2011

Net interest margi 3.7%% 3.94% 3.9%%
Prepayment penalties / late charges (0.0¢) (0.0€) 0.0z
Normalized net interest marg 3.6€% 3.8&% 4.01%

The following table provides a reconciliation ot imcome and earnings per diluted share to adjust¢thcome and adjusted earnings per
diluted share, both non-GAAP measures. Bancorpigies non-GAAP earnings information to improve toenparability of its results and
provide additional insight into the strength of Barp’s operations.
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Reconciliation of Net Income and Earnings per share

(amounts in thousands, net of tax)

2013 2012 2011
Net income as reporte $ 27,17C  $ 25,80 $ 23,60¢
Write-off of debt issuance cos 83t — —
Acquisition costs, net of gain on acquisiti 613 — —
Other (337 — —
Adjusted net income $ 28,28" $ 25,80. $ 23,60:

2013 2012 2011
Earnings per diluted share, as reported $ 18 $ 1.8t % 1.71
Write-off of debt issuance cos 0.0¢ — —
Acquisition costs, net of gain on acquisiti 0.0¢ — —
Other (0.02) — —
Adjusted earnings per diluted share $ 197 $ 18t $ 1.71

Recently Issued 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 Othen@ehensive Incomewhich requires entities to disclose addition&imation about
items reclassified out of accumulated other comgmstve income (AOCI). The ASU requires discloswkshanges of AOCI balances by
component in the financial statements or the fomsmcand it requires significant items reclassifietl of AOCI to be disclosed on the face of
the income statement or as a separate footnote. ABl is effective for fiscal years and interimipds beginning after December 15, 2012.
The adoption of ASU 2013-02 did not have an imgecBancorp’s financial statements.

In January 2014, the Financial Accounting Stand&aizrd (“FASB”) issued Accounting Standards UpdéafsU”) No. 2014-01,
Investment— Equity Method and Joint Ventures — Accountingrfeestments in Qualified Affordable Housing Prégeavhich allows
investors in qualified affordable housing projeti®ugh limited liability entities that meet speed conditions to recognize the amortization
of the investments as a component of income tarrsga Under the proportional amortization metlasdjefined in the ASU, the cost of the
investments will be amortized in proportion to (aner the same period as) the total expected ta&flig, including the tax credits and other
tax benefits, as they are realized on the taxmetiihe ASU is required to be applied retrospedtivier those investors electing the
proportional amortization method. However, if amdstor uses the effective yield method to accoomnit$ investments in qualified affordable
housing projects, it may continue to apply the @ffe yield method for those preexisting investnseithe ASU is effective for annual and
interim periods beginning after December 15, 20B4cause Bancorp accounts for its investmentsfardeble housing projects under the
effective yield method, the adoption of ASU 2014i€©hot expected to have a material impact on Bams@perations or financial stateme

In January 2014, the FASB issued ASU No. 2014R®teivables—Troubled Debt Restructurings by Creditehich clarifies in-substance
foreclosures by defining when a creditor shoulatwesidered to have received physical possessiogsafential real estate property
collateralizing a consumer mortgage loan. The A®d eequires disclosure of amount of foreclosediegial real estate properties and of
recorded investment in consumer mortgage loangegdwy residential real estate properties thatratiee process of
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foreclosure. The ASU is effective for annual amigéiim periods beginning after December 15, 20lHe adoption of ASU 2014-04 is not
expected to have an impact on Bancorp’s operatidhe adoption of ASU 2014-04 is expected to resudtdditional disclosures in Bancosp’
financial statements.

In January 2014, five federal agencies approvedtanm final rule to permit banking entities tdai interests in certain collateralized debt
obligations backed primarily by trust preferredwétes (“TruPS CDOs") as they are deemed exenghfthe investment prohibitions of
section 619 of the Dodd-Frank Wall Street Reform @onsumer Protection Act, known as the Volckee.rdBecause Bancorp does not have
any investments in TRuPS CDOs, the interim fin& rill not have an impact on Bancorp’s operationfinancial statements.

ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk

Information required by this item is included iert 7, “Management’s Discussion and Analysis of Raia Condition and Results of
Operations” of this Form 10-K.

Item 8. Financial Statements and Supplementary Data

The following consolidated financial statement8ahcorp, and reports of independent registeredgabtounting firm and management are
included below:

Consolidated Balance She- December 31, 2013 and 20

Consolidated Statements of Inco- years ended December 31, 2013, 2012 and

Consolidated Statements of Comprehensive Inc- years ended December 31, 2013, 2012 and
Consolidated Statements of Cash Fl- years ended December 31, 2013, 2012 and

Consolidated Statements of Changes in Stockh¢ Equity - years ended December 31, 2013, 2012 and
Notes to Consolidated Financial Statem

Report of Independent Registered Public Accourféing

Managemer's Report on Consolidated Financial Statem

44




Table of Contents

Consolidated Balance Sheets

December 31

(Dollars in thousands) 2013 2012
Assets
Cash and due from ban $ 3451¢ $ 42,61(
Federal funds sold and interest bearing due fronks 36,25! 25,09¢
Mortgage loans held for sa 1,757 14,047
Securities available for sale (amortized cost &3@66 in 2013 and $377,383 in 20: 490,03: 386,44(
Federal Home Loan Bank sto 6,33¢ 5,18(
Other securitie 1,01z 1,00(
Loans 1,721,35! 1,584,59.
Less allowance for loan losses 28,52: 31,88:
Net loans 1,692,82 1,552,71.
Premises and equipment, | 39,818 36,53:
Bank owned life insuranc 29,18( 28,14¢
Accrued interest receivab 5,712 5,091
Other assets 51,82/ 51,401
Total assets $ 2,389,26; $ 2,148,26.
Liabilities
Deposits

Nor-interest bearini $ 423,35( $ 396,15¢

Interest bearing 1,557,58 1,385,53.

Total deposits 1,980,93 1,781,69.

Securities sold under agreements to repurc 62,61¢ 59,04¢
Federal funds purchas 55,29¢ 16,55:
Accrued interest payab 12¢ 16€
Other liabilities 26,51« 22,94¢
Federal Home Loan Bank advan: 34,32¢ 31,88
Subordinated debentures — 30,90(
Total liabilities 2,159,81! 1,943,18
Stockholders’ equity
Preferred stock, no par value; 1,000,000 shard®emed; no shares issued or outstant — —
Common stock, no par value; 20,000,000 shares amdih issued and outstanding 14,608,556 shares

in 2013 and 13,915,265 shares in 2! 9,581 7,27:
Additional paic-in capital 33,25¢ 17,73
Retained earning 188,82! 174,65(
Accumulated other comprehensive (loss) income (2,217 5,421
Total stockholders’ equity 229,44: 205,07!
Total liabilities and stockholders’ equity $ 2,389,26. $  2,148,26

See accompanying notes to consolidated financitsients.
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Consolidated Statements of Income

Years ended December 3.

(In thousands, except per share date 2013 2012 2011
Interest income
Loans $ 78,700 $ 79,39¢ $ 79,04¢
Federal funds sol 29t 32( 25k
Mortgage loans held for sa 21¢ 344 231
Securities

Taxable 6,09¢ 5,657 5,17¢

Tax-exempt 1,14¢ 1,182 1,33(
Total interest income 86,46¢ 86,90: 86,03¢
Interest expense
Deposits 5,011 7,16¢ 10,10¢
Securities solunder agreements to repurch 14¢€ 18C 258
Federal funds purchas 32 31 38
Federal Home Loan Bank advan: 887 2,461 1,46(
Subordinated debentures 3,09( 3,11 3,451
Total interest expense 9,16¢ 12,95: 15,30
Net interest income 77,29¢ 73,95( 70,73:
Provision for loan losses 6,55( 11,50( 12,60(
Net interest income after provision for loan losse 70,74¢ 62,45( 58,13:
Non-interest income
Investment management and trust serv 16,28: 14,27¢ 13,84:
Service charges on deposit accol 8,98¢ 8,51¢ 8,34¢
Bankcard transaction reven 4,37¢ 3,98¢ 3,72
Mortgage banking revent 3,97¢ 5,771 3,04¢
Loss on sales of securities available for (5) — —
Brokerage commissions and fe 2,15¢ 2,59: 2,21¢
Bank owned life insurance incor 1,031 1,00¢ 1,01¢
Gain on acquisitiol 44¢ — —
Other 1,73¢ 2,30¢ 1,04¢
Total non-interest income 39,00: 38,45° 33,24«
Non-interest expenses
Salaries and employee bene 41,14¢ 37,96( 33,12¢
Net occupancy expen: 5,61¢ 5,651 5,19:
Data processing expen 6,31¢ 5,27¢ 5,01¢
Furniture and equipment exper 1,12¢ 1,30¢ 1,29¢
FDIC insurance 1,431 1,49¢ 1,65¢
Acquisition costt 1,54¢ — —
Loss on other real estate owr 652 1,41( 1,71¢
Other 13,51¢ 12,37 11,58(
Total non-interest expense: 71,35: 65,47 59,58
Income before income taxe 38,39¢ 35,43t 31,79t
Income tax expense 11,22¢ 9,634 8,191
Net income $ 27,17 $ 2580. $ 23,60:
Net income per share, basic $ 191 $ 1.8¢ $ 1.71
Net income per share, diluted $ 1.8¢ % 1.8 $ 1.71

See accompanying notes to consolidated financgtsients.
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Consolidated Statements of Comprehensive Income

Years ended December 3.

(In thousands) 2013 2012 2011
Net income 27,17C $ 25,80 $ 23,60
Other comprehensive (loss) income, net of
Unrealized (losses) gains on securities availatiesdle:
Unrealized (losses) gains arising during the pefid of tax of $(4,234),
$(24), and $1,362, respective (7,867) (45) 2,53(
Unrealized gains on hedging instrumel
Unrealized gains arising during the period (netaafof $8, $0, and $0,
respectively’ 16 — —
Reclassification adjustment for securities lossedized in income (net of tax
$2, $0, and $0, respectivel 3 — —
Minimum pension liability adjustment (net of tax$f11, $2, and $(111),
respectively’ 20€ 4 (207)
Other comprehensive (loss) income (7,639 (42) 2,32:
Comprehensive income 19,53: $ 25,76( $ 25,927

See accompanying notes to consolidated financssients.
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Consolidated Statements of Cash Flows

Years ended December 3

(in thousands) 2013 2012 2011
Operating activities
Net income 27,17C $ 25,80 $ 23,60¢
Adjustments to reconcile net income to net caskigenl by operating activitie:
Provision for loan losse 6,55( 11,50( 12,60(
Depreciation, amortization and accretion, 7,96¢ 4,96¢ 4,01¢
Deferred income tax expense (bene 57C (2,939 (2,069
Loss on sale of securities available for ¢ 5 — —
Gains on sales of mortgage loans held for (2,657%) (4,327 (2,127
Origination of mortgage loans held for s (149,74Y (241,129 (126,30¢)
Proceeds from sale of mortgage loans held for 164,69. 235,78. 136,43«
Bank owned life insurance incor (1,037 (1,00€) (2,019
(Increase) decrease in value of private investrhard — (637) 421
Proceeds from liquidation of private investmentdi — 2,84¢ —
Loss on other real estate owr 652 1,41( 1,71¢
Loss on the disposal of equipmt 51 19C 382
Gain on acquisitiol (449) — —
Stock compensation exper 1,94( 1,481 1,16
Excess tax benefits from sh-based compensation arrangemt (265) (83 (125)
Decrease in accrued interest receivable and offsets 73€ 76¢ 3,53t
Increase (decrease) in accrued interest payablethed liabilities 2,141 (19,840 (7,805
Net cash provided by operating activities 58,32¢ 14,79¢ 44,42¢
Investing activities
Purchases of securities available for ¢ (443,96 (488,39() (404,519
Proceeds from sale of securities available for 69¢€ — —
Proceeds from maturities of securities availabtestde 406,38! 452,44 300,62(
Proceeds from maturities of securities held to mitgt! — — 20
Net increase in loar (112,15¢) (53,599 (57,037
Purchases of premises and equipn (2,36%) (3,300 (8,249
Acquisition, net of cash acquirt 8,96: — —
Proceeds from disposal of equipm — 3 7
Proceeds from sale of foreclosed as 6,57¢ 2,97¢ 7,20¢
Net cash used in investing activitie (135,86 (89,86¢) (161,94
Financing activities
Net increase in deposi 78,80¢ 163,95: 124,27:
Net increase (decrease) in securities sold undeeatents to repurchase ¢
federal funds purchast 39,55 (27,707) 17,78¢
Net decrease in other sk-term borrowings — — (1,999
Proceeds from Federal Home Loan Bank adva 12,51( 31,46: —
Repayments of Federal Home Loan Bank adva (10,067) (60,017) (11
Repayments of subordinated debenti (30,900 (20,000 —
Issuance of common stock for options and dividesigvestment pla 2,43¢ 961 70t
Excess tax benefits from sh-based compensation arrangems 265 83 12t
Common stock repurchas (33]) (20%) (167)
Cash dividends pai (11,670 (10,69)) (9,930
Net cash provided by financing activities 80,60¢ 87,85 130,78:.
Net increase in cash and cash equivalen 3,06 12,78 13,26"
Cash and cash equivalents at beginning of yei 67,70 54,92( 41,65¢
70,77 $ 67,70 $ 54,92(

Cash and cash equivalents at end of period

See accompanying notes to consolidated financi&sients.
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Consolidated Statements of Changes in Stockholder&quity

Three years ended December 31, 20:

Accumulated

Common stock Additional other

(In thousands, except per shar Number of paid-in Retained comprehensive
data) shares Amount capital earnings income (loss’ Total
Balance December 31, 20 13,737 % 6,67¢ $ 12,20¢ $ 14783 $ 3,13¢ $ 169,86:
Net income — — 23,60 — 23,60:
Other comprehensive income, net of — — — — 2,32 2,32
Stock compensation exper — — 1,16 — — 1,16
Stock issued for exercise of stock

options and dividend reinvestment

plan, net of withholdings to satisfy

employee tax obligations upon

vesting of stock awarc 48 15¢ 504 — — 663
Shares issued for non-vested restricted

stock 42 14C 86€ (1,00¢) — —
Cash dividends, $0.72 per sh — — — (9,930 — (9,930
Shares repurchased and cancelled (8) (25) (142) 167 — —
Balance December 31, 20 13,81¢ % 6,95: $ 1459¢ $ 160,67. $ 5462 $ 187,68t
Net income — — — 25,80: — 25,80:
Other comprehensive loss, net of — — — — (47) (41)
Stock compensation exper — — 1,481 — — 1,481
Stock issued for exercise of stock

options and dividend reinvestment

plan, net of withholdings to satisfy

employee tax obligations upon

vesting of stock awarc 70 23: 1,16¢€ 2 — 1,39
Shares issued for non-vested restrict

stock 57 19C 1,10¢ (1,299 — —
Cash dividends, $0.77 per sh — — — (10,69 — (10,69,
Shares repurchased and cancelled (31) (103) (623) 16€ — (55¢)
Balance December 31, 20 13,91f $ 727 $ 17,73: $ 174,650 $ 5421 $ 205,07
Net income — — — 27,17( — 27,17(
Other comprehensive loss, net of — — — — (7,63¢) (7,639
Stock compensation exper — — 1,94( — — 1,94(
Stock issued for exercise of stock

options and dividend reinvestment

plan, net of withholdings to satisfy

employee tax obligations upon

vesting of stock awarc 151 503 3,041 (169) — 3,37¢
Shares 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, $0.81 per sh — — (11,670 — (11,670
Shares repurchased and cancelled (43) (14¢) (969) 111 — (1,006
Balance December 31, 2013 14,60¢ $ 9,581 $ 33,25 $ 188,82 $ (2,21 $ 229,44

See accompanying notes to consolidated financgsients.
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Notes to Consolidated Financial Statements

(1) Summary of Significant Accounting Policies
Principles of Consolidation and Nature of Operatios

The consolidated financial statements include tu@ants of S.Y. Bancorp, Inc. (“Bancorp”) and itsolly owned subsidiary, Stock Yards
Bank & Trust Company (“the Bank”). S.Y. Bancorpp@al Trust Il was dissolved subsequent to the mgatéon of trust preferred securities
on December 31, 2013. It was a Delaware statutasf that was a whollpwned unconsolidated finance subsidiary of S.Y.ddap, Inc. Se
Note 12 to the consolidated financial statemegignificant intercompany transactions and accobat® been eliminated in consolidati
Certain prior year amounts have been reclassifiemtform to the 2013 presentation. Bancorp hatuated subsequent events for
recognition or disclosure up to the date on whinhricial statements were issued and determined there none.

In addition to traditional commercial and persopahking activities, Bancorp has an investment mamegt and trust department offering a
wide range of trust administration, investment nggmaent, retirement planning, estate administradiwh financial planning services.
Bancorp’s primary market area is Louisville, Keritp@nd surrounding communities including southemidna. Other markets include
Indianapolis, Indiana where Bancorp has threeskiVice branches, and Cincinnati, Ohio where Banhas three full service branches.

Basis of Financial Statement Presentation and Usé Bstimates

The consolidated financial statements of Bancorpiensubsidiaries have been prepared in conformiity U.S. generally accepted
accounting principles (US GAAP) and conform to mm@ihant practices within the banking industry. regaring the consolidated financial
statements, management is required to make estiraateassumptions that affect the reported amaiicisrtain assets and liabilities and
disclosure of contingent assets and liabilitiehatdate of the financial statements and the redainounts of related revenues and expenses
during the reporting period. Actual results couilified from those estimates. Material estimates #ratparticularly susceptible to significant
change relate to the valuation of other real estateed, determination of the allowance for loarséssand income tax assets, estimated
liabilities and expense.

Cash Equivalents and Cash Flows
Cash and cash equivalents include cash and duebfaoiks and Federal funds sold as segregated actimenpanying consolidated balance

sheets. The following supplemental cash flow infation addresses certain cash payments and nomaashctions for each of the years in
the three-year period ended December 31, 2013las/fo

Years ended December 3

(in thousands) 2013 2012 2011
Cash payments;

Income tax paymen $ 8,35( $ 10,68t $ 4,611

Cash paid for intere: 9,21( 13,017 15,37¢
Non-cash transactions:

Transfers from loans to other real estate ow $ 5,24¢ $ 4,48¢ $ 12,21¢
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Securities

Securities available for sale include securitieg thay be sold in response to changes in intesées,rresultant prepayment risk and other
factors related to interest rate and prepaymektchanges. Securities available for sale are ahaidair value with unrealized gains or loss
net of tax effect, included in stockholders’ equiynortization of premiums and accretion of disctsuare recorded using the interest method
over the life of the security. Gains or losses ales of securities are computed on a specific ifiestion cost basis for securities. Declines in
fair value of investment securities available falegwith certain exceptions for debt securitieeeddelow) that are deemed to be other-than-
temporary are charged to earnings as a realizeddos a new cost basis for the securities is kstteld. In evaluating other-than-temporary
impairment, management considers the length of &éintkextent to which fair value has been less tlaai financial condition and near-term
prospects of the issuer, and the intent and atwfigancorp to retain its investment in the issioera period of time sufficient to allow for any
anticipated recovery in fair value in the near tebraclines in fair value of debt securities belawatized cost are deemed to be other-than-
temporary in circumstances where: (1) Bancorp hasrtent to sell a security; (2) it is more likehan not that Bancorp will be required to
sell the security before recovery of its amortizedt basis; or (3) Bancorp does not expect to rcihe entire amortized cost basis of the
security. If Bancorp intends to sell a securityfdtris more likely than not that Bancorp will lbequired to sell the security before recovery,
an other-than-temporary impairment write-down ognized in earnings equal to the difference betvike security’s amortized cost basis
and its fair value. If Bancorp does not intendeth e security or it is not more likely than ribat it will be required to sell the security bed
recovery, the other-than-temporary impairment waibevn is separated into an amount representingtdosd, which is recognized in
earnings, and an amount related to all other factehich is recognized in other comprehensive inredbeclines in value judged to be other-
than-temporary are included in gains (losses) s securities available for sale in the cortkikd statements of income. See Note 4 to
Bancorp’s consolidated financial statements foiitaatthl information on investment securities.

Mortgage Loans Held for Sale

Mortgage loans held for sale are initially recor@tthe lower of cost or market value on an indiaidoan basis. All these loans are covered
by investor commitments, so gains on sales of nagedoans are recorded at the time of disburseafdoén proceeds at the difference
between the sales proceeds and the loan’s carvginig net of any origination costs.

Loans

Loans are stated at the unpaid principal balargsriet deferred loan fees or costs. Loan feesfraaty costs, are deferred and amortized
the life of the related loan on an effective yiblikis. Interest income on loans is recorded oac¢heual basis except for those loans in a non-
accrual income status. Loans are placed in a noruakincome status when prospects for recoveratg principal and accrued interest are
considered doubtful or when a default of principainterest has existed for 90 days or more urdash a loan is well secured and in the
process of collection. When a loan is placed am-accrual status, any interest previously accrugabt yet collected is reversed against
current income. Interest income is recorded oash dasis during the period a loan is on non-atstatus so long as the recovery of
principal is reasonably assured. Non-accrual loaag be returned to accrual status once prospactsedovering both principal and accrued
interest are reasonably assured. Loans are a@bfortas troubled debt restructuring when Bancimpeconomic or legal reasons related to
the debtor’s financial difficulties, grants a cossien to the debtor that it would not otherwisesider. If a loan is restructured at a market
rate for a new loan with comparable risk, and damlis not impaired based on the terms specifietthéyestructuring agreement, it shall be
removed from restructured status generally aftensinths of performance.

Loans are classified as impaired when it is prob&@ancorp will be unable to collect interest anid@pal according to the terms of the loan
agreement. These loans are measured based orefflempvralue of future cash flows discounted atdhmrs’ effective interest rate or at the
estimated fair value of the loans’ collateral,ppticable. Impaired loans consist of loans in m@erual status or loans accounted for as
troubled debt restructuring.
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Allowance for Loan Losses

The allowance for loan losses is management’s agtiof probable losses in the loan portfolio. Lt@sses are charged against the allowance
when management believes the uncollectability loba balance is confirmed. Subsequent recovefiasyi are credited to the allowance.
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)siexific allocations on impaired loans, and
(c) an unallocated amount. The unallocated ameastevaluated on the loan portfolio in its entiratyl was based on additional factors, :

as national and local economic trends and conditionanges in volume and severity of past due Jaartsme of non-accrual loans, volume
and severity of adversely classified or gradeddaamd other factors and trends that affect spdoifios and categories of loans, such as a
heightened risk in the commercial and industriahlportfolios. Bancorp utilized the sum of albalance amounts derived as described
above, including a reasonable unallocated allowaasan indicator of the appropriate level of allmee for loan and lease losses.

During the third quarter of 2013, Bancorp refinedallowance calculation whereby it “allocated” fhartion of the allowance that was
previously deemed to be unallocated allowance basedanagement’s determination of the appropriatditative adjustment. This refined
allowance calculation includes specific allowanbecations to loan portfolio segments at Decemier2®13 for qualitative factors includir
among other factors, (i) national and local ecomoanid business conditions, (ii) the quality andegigmce of lending staff and management,
(iii) changes in lending policies and procedureg,¢hanges in volume and severity of past duedpalassified loans and non-performing
loans, (v) potential impact of any concentratiohsredit, (vi) changes in the nature and termahk such as growth rates and utilization
rates, (vii) changes in the value of underlyindateral for collateral-dependent loans, consideBagcorp’s disposition bias, and (viii) the
effect of other external factors such as the lagdl regulatory environment. Bancorp may also dmnsither qualitative factors in future
periods for additional allowance allocations, imthg, among other factors, changes in Bancolpan review process. Changes in the cr
used in this evaluation or the availability of neformation could cause the allowance to be inadas decreased in future periods. In
addition, bank regulatory agencies, as part of tseamination process, may require adjustmentsg¢@liowance for loan and lease losses
based on their judgments and estimates.

Based on this quantitative and qualitative anajysisvisions are made to the allowance for loasdes Such provisions are reflected as a
charge against current earnings in Bancorp’s cateseld statements of income.

The adequacy of the allowance for loan losses isitoi@d by the internal loan review staff and repdmuarterly to the Executive Loan
Committee and the Audit Committee of the Board o&Etors. Various regulatory agencies, as an ialguart of their examination process,
periodically review the adequacy of Bancorp’s ablowe for loan losses. Such agencies may requiredBamo make additional provisions to
the allowance based upon their judgments aboutrivdtion available to them at the time of their exaations.

Acquired loans

Bancorp acquired loans in the second quarter 08 281part of the acquisition referenced in Note thé consolidated financial statements.
Acquired loans were initially recorded at their aisition date fair values. US GAAP prohibits cawver of the allowance for loan losses as
any credit losses in the loans are included irdegtermination of the fair value of the loans atalkquisition date. Fair values for acquired
loans were based on a discounted cash flow metbggdhat involves assumptions and judgments aseditarisk, default rates, loss severity,
collateral values, discount rates, payment spgedpayment risk, and liquidity risk at the timeaafjuisition.

Acquired loans that had evidence of deterioratiooredit quality since origination and for whichwiais probable, at acquisition, that Bancorp
will be unable to collect all contractually requdrpayments were specifically identified and analyZehe excess of cash flows expected at
acquisition over the estimated fair value is refdrio as accretable discount and will be recogréaeititerest income over the remaining life
of the loan. The difference between contractuatuired payments at acquisition and the cash fexpected to be collected at acquisition is
referred to as non-accretable discount. The noretadale discount represents
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estimated future credit losses expected to beiiedwver the life of the loan. Subsequent decreiasthe expected cash flows require Ban
to evaluate the need for an allowance for loare@sm these loans. Subsequent improvements irctedpeash flows will result in the
reversal of a corresponding amount of the non-éabte discount which Bancorp will reclassify asaacretable discount that will be
recognized into interest income over the remaitifiegof the loan using the interest method. Bant®mgvaluation of the amount of future ci
flows that it expects to collect is performed igimilar manner as that used to determine its allm&dor loan losses. Charge-offs of the
principal amount on credit-impaired acquired loamsld be first applied to non-accretable discount.

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

Premises and Equipment

Premises and equipment are carried at cost, lessradated depreciation and amortization. Depremiadif premises and equipment is
computed using straight-line methods over the egéohuseful lives of the assets ranging from tgelrs. Leasehold improvements are
amortized on the straight-line method over the geofithe related leases, including expected rergwalover the useful lives of the
improvements, whichever is shorter. Maintenanakrapairs are expensed as incurred while majotiaddiand improvements are
capitalized.

Other Assets

Bank-owned life insurance (BOLI) is carried at restlizable value, which considers any applicabteeswler charges. Also, Bancorp
maintains life insurance policies other than BALtonjunction with its non-qualified defined benafind non-qualified compensation plans.

Other real estate is carried at the lower of cogistimated fair value minus estimated sellingo&hy write downs to fair value at the datt
acquisition are charged to the allowance for la@sés. In certain situations, improvements to peepssets for sale are capitalized if those
costs increase the estimated fair value of thet.agsgenses incurred in maintaining assets, wiagtens to reflect subsequent declines in
value, and realized gains or losses are reflectegpérations and are included in non-interest irecamd expense.

Bancorp’s investment in a domestic private invesinfiend was comprised of bank and other financidustry securities and was accounted
for as an equity-method investment in accordante Wb GAAP.

MSRs are amortized in proportion to and over théopeof estimated net servicing income, considedpgropriate prepayment assumptions.
MSRs are evaluated quarterly for impairment by carimg the carrying value to the fair value.

Goodwill is measured and evaluated at least annt@llimpairment. No impairment charges have bdeemed necessary or recorded to
as the fair value is substantially in excess ofddeying value.

Securities Sold Under Agreements to Repurchase

Bancorp enters into sales of securities under aggaeto repurchase at a specified future dateh 8pmurchase agreements are considered
financing agreements and, accordingly, the obligeatd repurchase assets sold is reflected asiltyiab the consolidated balance sheets of
Bancorp. Repurchase agreements are collaterddizeéébt securities which are owned and under théraloof Bancorp. These agreements
are used in conjunction with collateralized corper@ash management accounts.
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Repurchased Shares of Common Stock

The repurchase of Bancorp’s common stock is recbatleost, and repurchased shares are returnbd status of authorized, but unissued.
Amounts recorded in common stock are based ortalbedsvalue of the shares, as there is no par vatasidual amounts are recorded in
additional paid in capital.

Income Taxes

Bancorp accounts for income taxes using the asskliability method. The objective of the asset &ability method is to establish deferred
tax assets and liabilities for temporary differesibetween the financial reporting and the tax bat8ancorp’s assets and liabilities at
enacted tax rates expected to be in effect whelm aounts are realized or settled. The effect dercba tax assets and liabilities of a change
in tax rates is recognized in the statement ofrimedn the period that includes the enactment date.

No valuation allowance for deferred tax assetswasrded as of December 31, 2013 and 2012 becarsm®B has sufficient prior taxalk
income, future projected taxable income, and taxipihg strategies to allow for utilization of theddictible temporary differences and capital
loss carryforwards within the carryforward periddanagement believes it is more likely than not gibdeferred tax assets will be realized.

To the extent unrecognized income tax benefits inecealized or the related accrued interest i»ngdr necessary, Bancorp’s provision for
income taxes would be favorably impacted. As ofémsber 31, 2013 and 2012, the gross amount of agnéted tax benefits was $40,000
and $70,000, respectively. If recognized, thebamefits would reduce tax expense and accordiimglyease net income. The amount of
unrecognized tax benefits may increase or deciagbe future for various reasons including addingounts for current tax year positions,
expiration of open income tax returns due to séatof limitation, changes in management’s judgradout the level of uncertainty, status of
examination, litigation and legislative activitycathe addition or elimination of uncertain tax piosis.

Bancorp’s policy is to report interest and penalti€any, related to unrecognized tax benefitmaome tax expense. As of December 31,
2013 and 2012, the amount accrued for the potgudiainent of interest and penalties was $2,000 4r@D®, respectively.

Bancorp invests in certain partnerships that yi@elincome housing, historic and new market taxditeeas well as tax deductible losses.
These tax benefits are recognized in income tarrsg using an effective yield method over thediffthe investment.

Net Income Per Share

Basic net income per common share is determinatiiiging net income by the weighted average nunabshares of common stock
outstanding. Diluted net income per share is datexdhby dividing net income by the weighted averagmber of shares of common stock
outstanding plus the weighted average number akstthat would be issued upon exercise of dilubptons and stock appreciation rights,
assuming proceeds are used to repurchase shamsthaedreasury stock method.

Comprehensive Income

Comprehensive income is defined as the changeuitye@et assets) of a business enterprise duripgriad from transactions and other
events and circumstances from non-owner sourcesB&ncorp, this includes net income, changes iralized gains and losses on available
for sale investment securities and cash flow heglgistruments, net of taxes, and minimum pensalnillty adjustments, net of taxes.
Segment Information

Bancorp provides a broad range of financial sess/toandividuals, corporations and others througlirty-four full service banking
locations as of December 31, 2013. These serinckgle lending and deposit services, cash manageseevices, securities brokerage
activities, mortgage origination and investment
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management and trust activities. Bancorp’s opanatare considered by management to be aggregetwd reportable operating segments:
commercial banking and investment management aistl tr

Stock-Based Compensation

For all awards, stock-based compensation expewsgmied is based on the fair value of the pontibstock-based payment awards that are
ultimately expected to vest, reduced for estimédeiitures. US GAAP requires forfeitures to berasted at the time of grant and revised, if
necessary, in subsequent periods if actual foriestdiffer from those estimates.

Derivatives

Bancorp uses derivative financial instruments asqfats interest rate risk management, includimtgrest rate swaps. US GAAP establishes
accounting and reporting standards for derivatisgruments and hedging activities. As required ByGAAP, Bancorp’s interest rate swaps
are recognized as other assets and liabilitielsdrconsolidated balance sheet at fair value. Adogifor changes in the fair value of
derivatives depends on the intended use of theatareé and the resulting designation. Derivativesdito hedge exposure to variability in
expected future cash flows, or other types of faseed transactions, are considered cash flow he@igesualify for hedge accounting,
Bancorp must comply with detailed rules and docusat@n requirements at inception of the hedge,leadbe effectiveness is assessed at
inception and periodically throughout the life aich hedging relationship. Hedge ineffectivenesanyf, is measured periodically throughout
the life of the hedging relationship.

For derivatives designated as cash flow hedgesfthetive portion of changes in fair value of thezivative is initially reported in other
comprehensive income and subsequently reclassdiederest income or expense when the hedgeddttioa affects earnings, while the
ineffective portion of changes in fair value of idative, if any, is recognized immediately in otlmeminterest income. Bancorp assesses
effectiveness of each hedging relationship by caingahe cumulative changes in cash flows of thevdéve hedging instrument with the
cumulative changes in cash flows of the designhéztfjed item or transaction. No component of thegban the fair value of the hedging
instrument is excluded from the assessment of heffgetiveness.

Bancorp offers interest rate swaps to customeiisiggsong-term fixed rate lending whereby Bancorp receivésrast at a fixed rate and p:
interest at a variable rate. Simultaneously, Bamemtters into an interest rate swap agreementasithnrelated counterparty whereby Bani
pays interest at a fixed rate and receives intatestvariable rate. Because of matching termgfeétting contracts and the collateral
provisions mitigating any non-performance risk, s in fair value subsequent to initial recogniti@ve an insignificant effect on earnings.
Because these derivative instruments have not teesignated as hedging instruments, the derivatisteiments are recognized on the
consolidated balance sheet at fair value, with gharn fair value, due to changes in prevailingriest rates, recorded in other noninterest
income.

Bancorp had no fair value hedging relationshipdetember 31, 2013 or 2012. Bancorp does not useatiges for trading or speculative
purposes.

(2) Restrictions on Cash and Due from Banks

Bancorp is required to maintain an average redesilance in cash or with the Federal Reserve Bdaking to customer deposits. The amc
of those required reserve balances was approxiyhigel 05,000 and $859,000 at December 31, 2012@h#, respectively.

(3) Acquisition
On April 30, 2013, Bancorp completed the acquigitdd 100% of the outstanding shares of THE BANCdmp, (“Oldham”), parent company
of THE BANK — Oldham County, Inc. As a result dittransaction, THE BANK —©ldham County merged into Stock Yards Bank & T

Company. Since the acquisition date, results efajpns acquired in the Oldham transaction haea lrecluded in Bancorp’s financial
results.
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The Oldham transaction has been accounted for tisengcquisition method of accounting and, accglglirassets acquired, liabilities
assumed and consideration transferred were recaitdestimated fair value on the acquisition datseds acquired totaled approximately
$146.0 million, including $39.8 million of loans difeases. Liabilities assumed totaled $125.1 onijlincluding $120.4 million of deposits.
Fair value adjustments resulted in net assets aat|in excess of the consideration paid. Accolgire non-taxable gain of $449,000 was
recognized.

The following table summarizes the consideratioid pad the amounts of assets acquired and liadsildssumed, adjusted for fair value at the
acquisition date.

(amounts in thousands’
Purchase price:

Cash $ 8,291
Equity instruments (531,288 common shares of Bar)cor 12,19¢
Total purchase pric 20,49t
Identifiable assets:
Cash and federal funds sc 17,26(
Investment securitie 81,821
Loans 39,75t
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 2,76z
Other liabilities 1,857
Total identifiable liabilities 125,05:
Net gain resulting from acquisition $ 44¢
Acquisition costs (included in non-interest expenseBancorps income statement for the year ended Decemb&(@B) $ 1,54¢

Fair value of the common shares issued as palneofdnsideration paid was determined based oridkang market price of Bancorp’s
common shares on the acquisition date.

In the second quarter of 2013, Bancorp recordegt@aeposit intangible of $2,543,000 which is beangprtized over a ten year period using
an accelerated method which anticipates the lifld@funderlying deposits to which the intangiblatisibutable. At December 31, 2013, the
unamortized core deposit intangible was $2,151,000.
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In many cases, determining fair value of acquirezbts and assumed liabilities required Bancorgtimate cash flows expected to result f
those assets and liabilities and to discount tieask flows at appropriate rates of interest. Thetreignificant of these determinations related
to valuation of acquired loans.

Acquired Acquired non- Total

impaired impaired acquired
(in thousands) loans loans loans
Contractually required principal and interest ajuasition $ 3,28t $ 37,761 $ 41,04¢
Contractual cash flows not expected to be collected (372) (723) (1,099
Expected cash flows at acquisition 2,91 37,04( 39,95:¢
Interest component of expected cash flows (174) (24) (198
Basis in acquired loans at acquisition - estim&édvalue $ 2,73¢ $ 37,01t $ 39,75¢

Fair values of checking, savings and money mar&pbslit accounts acquired from Oldham were assumaggroximate the carrying value
these accounts have no stated maturity and arédlgaga demand. Certificate of deposit accounts waheed at the present value of the
certificates’ expected contractual payments distadiat market rates for similar certificates.

In connection with the Oldham acquisition, Bancmqurred expenses related to executing the traieseand integrating and conforming
acquired operations with and into Bancorp. Thogeeages consisted largely of conversion of systerdfaintegration of operations,
professional services, costs related to terminaifaexisting contractual arrangements of Oldharpurchase various services; initial
marketing and promotion expenses designed to int®d@ancorp to its new customers; and printingtgues supplies, and other costs of
completing the transaction.

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

(in thousands)

Data conversiol $ 90¢€
Consulting 262
Salaries and employee bene 10z
Legal 96
All other 181
Total $ 1,54¢
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(4) Securities

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

(in thousands) Amortized Unrealized

December 31, 201 cost Gains Losses Fair value
U.S. Treasury and other U.S. government obligat $ 110,00 $ — 3 $ 110,00(
Government sponsored enterprise obligat 138,09« 1,62 1,87 137,84!
Mortgagebacked securitie- government agencit 176,52« 1,391 5,22 172,69:
Obligations of states and political subdivisions 68,44 1,47 42¢ 69,49:
Total securities available for sale $ 493,06t $ 4,487 $ 7,52: $ 490,03:
(in thousands) Amortized Unrealized

December 31, 201. cost Gains Losses Fair value
U.S. Treasury and other U.S. government obligat $ 98,00( $ — 3 — 8 98,00(
Government sponsored enterprise obligat 83,01! 2,78¢ 5€ 85,74¢
Mortgagebacked securitie- government agencis 137,40° 3,594 12C 140,88:
Obligations of states and political subdivisic 57,96 2,84¢ 12 60,79
Trust preferred securities of financial institutson 1,00( 18 — 1,01¢
Total securities available for sale $ 377,38 $ 9,24t $ 18¢ $ 386,44(

There are no securities held to maturity as of Démy 31, 2013 or 2012.

In the second quarter of 2013, Bancorp sold olibgatof state and political subdivisions with aatgiar value of $685,000, generating a loss
of $5,000. These securities, acquired in the Qfdtransaction, were sold in the ordinary coursmeéstment management because they did
not meet Bancorg’ current investment strategy. Management haisithet and ability to hold all remaining investmeeturities available f
sale for the foreseeable future. No securitiesvsetd in 2012.

In addition to the available for sale portfolioy@stment securities held by Bancorp include cegaurities which are not readily marketable,
and are carried at cost. This category includedihgs of Federal Home Loan Bank of Cincinnati (FHIsBock which are required for access
to FHLB borrowing availability, and are classifiad restricted securities. Other securities con$iatCommunity Reinvestment Act (CRA)
investment which matures in 2014, which is fulljlateralized with a government agency securityiwfilar duration, and holdings of stock

a correspondent bank Bancorp utilized for variarsises. Bancorp reviewed the investment in FHid®Is as of December 31, 2013,
considering the FHLB equity position, its continaarof dividend payments, liquidity position, andspioe year-todate net income. Based
this review, Bancorp believes its investment in B-tock is not impaired.

A summary of available for sale investment se@sibly maturity groupings as of December 31, 205Bdsvn below. Actual maturities may
differ from contractual maturities because somedss have the right to
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call or prepay obligations. The investment poitfahcludes mortgage-backed securities, all of Whice guaranteed by agencies such as the
FHLMC, FNMA, and GNMA. These securities differ fnatraditional debt securities primarily in that yheay have uncertain principal
payment dates and are priced based on estimatpdypnent rates of the underlying collateral.

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

Due within 1 yea $ 120,18: $ 120,23«
Due after 1 but within 5 yea 128,12¢ 129,47t
Due after 5 but within 10 yea 35,98( 36,17:
Due after 10 year 32,25 31,45¢
Mortgage-backed securities 176,52« 172,69:
Total securities available for sale $ 493,06t $ 490,03:

Securities with a carrying value of approximate®4$.5 million at December 31, 2013 and $158.2 aniliat December 31, 2012 were pled
to secure accounts of commercial depositors in oastagement accounts, public deposits, and caahdes for certain investment
management and trust accounts.

At year end 2013 and 2012, there were no holdifigecurities of any one issuer, other than the G&/ernment and its agencies, in an
amount greater than 10% of stockholders’ equity.

Securities with unrealized losses at December @13 2nd 2012, not recognized in income are asvistio

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

(In thousands) Value Losses Value Losses Value Losses
December 31, 201.
Government sponsored enterprise

obligations $ 76,75¢ $ 1,42¢ $ 4357 $ 44 3 81,10¢ $ 1,87
Mortgage-backed securities -

government agencit 112,65. 4,40(C 8,752 822 121,40« 5,22:
Obligations of states and political

subdivisions 22,09: 40E 1,211 23 23,30: 42¢
Total temporarily impaired securities $  211,49¢ $ 6,23¢ $ 14,31¢ $ 1,28¢ $ 22581 $ 7,522

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

(In thousands) Value Losses Value Losses Value Losses
December 31, 2012
enterprise obligation $ 29,99¢ $ 56 $ — $ — $ 29,99¢ 56
Mortgage-backed securities -

government agencit 16,60¢ 12C $ — $ — $ 16,60¢ $ 12C
Obligations of states and political

subdivisions 2,29z 12 — — 2,292 12
Total temporarily impaired securities  $ 48,89° $ 186 $ — 3 — 3 48,89° $ 18¢
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Unrealized losses on Bancorp’s investment secsiiitetfolio have not been recognized in income bsedhe securities are of high credit
quality, and the decline in fair values is largélye to changes in the prevailing interest raterenment since the purchase date. Fair value is
expected to recover as securities reach their rtatlate and/or the interest rate environment rettio conditions similar to when these
securities were purchased. These investmentsstaisi55 and 14 separate investment position$ Becember 31, 2013 and 2012,
respectively. Because management does not inteselltthe investments, and it is not likely thanBorp will be required to sell the
investments before recovery of their amortized bastes, which may be maturity, Bancorp does natidenthese securities to be other-than-
temporarily impaired at December 31, 2013.

(5) Loans

The composition of loans by primary loan portfadiegment follows:

December 31

(In thousands) 2013 2012

Commercial and industrii $ 510,73¢ $ 426,93(
Construction and development, excluding undeveldaed 91,71¢ 85,45¢
Undeveloped lan 37,87: 45,79
Real estate mortgag 1,046,82. 989,63
Consumer 34,19¢ 36,78(

$ 1,721,350 $ 1,584,59

Loan balances include deferred loan originatios feet of deferred loan costs. At December 31, 20&8deferred loan costs exceeded
deferred loan fees, resulting in net balances B39$000), compared to $47,000 at December 31, 2D01Ring 2013, deferred loan originati
costs exceeded deferred fees for new loans, negiittithe net balance decrease.

Bancorp’s credit exposure is diversified with secland unsecured loans to individuals and busisedse specific industry concentration
exceeds ten percent of loans. While Bancorp hageasified loan portfolio, a customer’s ability mnor contracts is somewhat dependent
upon the economic stability and/or industry in whibat customer does business. Loans outstandihgetdated unfunded commitments are
primarily concentrated within Bancorp’s current ketrareas, which encompass the Louisville, Indiatia@nd Cincinnati metropolitan
markets.

Bancorp occasionally enters into loan participaigneements with other banks in the ordinary coof$isiness to diversify credit risk. For
most sold participation loans, Bancorp has retagfézttive control of the loans, typically by rasting the participating institutions from
pledging or selling their share of the loan withpatmission from Bancorp. US GAAP requires thdipigated portion of these loans to be
recorded as secured borrowings. The participatetiops of these loans are included in the comrakesid industrial loan totals above, and a
corresponding liability is reflected in other lidties. At December 31, 2013 and 2012, the totatipipated portions of loans of this nature
were $9,449,000 and $7,658,000 respectively.
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Loans to directors and their associates, incluthags to companies for which directors are prinojpeners, and executive officers are
presented in the following table.

(in thousands) Year ended December 31
Loans to directors and executive officer: 2013 2012
Balance as of January $ 6,09¢ $ 622
New loans and advances on lines of cr 10,00¢ 6,691
Repayments on loans and lines of cr 7,43¢ 1,214
Balance as of December $ 8,661 $ 6,09¢

The higher amounts of advances and repaymentsli® @@ primarily attributable to the utilizationddily sweep features on a working
capital line of credit.

The following table presents the balance in themded investment in loans and allowance for loasds by portfolio segment and based on
impairment method as of December 31, 2013, 2012284d.

Type of loan
Construction
and development
Commercial excluding

(in thousands) and undeveloped Undevelopec Real estate

December 31, 201 industrial land land mortgage Cconsumer Total

Loans $ 510,73¢ $ 91,71¢ $ 37,87. $1,046,82 $ 34,19¢ $1,721,35!

Loans individually evaluated fc
impairment $ 757¢ % 26 $ 734C $ 7478 % 84 $ 22,50

Loans collectively evaluated for
impairment $ 502,53 $ 90,42¢ $ 30,53. $1,038,82. $ 34,09t $1,696,41.

Balance: loans acquired with deteriorat
credit qua"ty $ 62& $ 1,265 $ — $ 521 $ 19 $ 2,43(

Construction
and development
Commercial excluding
and undeveloped Undeveloped Real estate
industrial land land mortgage Consumer Unallocated Total

Allowance for loan losse:

At December 31, 201 $ 594¢ $ 453¢ $ — $ 1428 $ 36z $ 6,74¢ $ 31,88
Provision 1,58: (2,119 13,25¢ 49( 86 (6,74¢) 6,55(
Chargeoffs (457) (25) (7,967 (2,759 (7639) — (11,969
Recoveries 56¢< 165 81 584 65¢& — 2,05¢

At December 31, 2013 $ 764, $ 2,558 $ 537¢ $ 12,60 $ 34: % — $ 28,52

Allowance for loans individually evaluat
for impairment $ 76z $ — — 3 60€ $ 84 $ 1,45

Allowance for loans collectively evaluat
for impairmen] $ 6,88: $ 2,555 $ 5,37( $ 11,995 $ 25¢ $ — $ 27,07(
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Type of loan

(in thousands) Commercial Construction Real estate

December 31, 201. and industrial and development mortgage Consumer Total

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

Loans individually evaluated for
impairment $ 8,661 $ 10,86: $ 9,79 $ 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 Unallocated Total

Allowance for loan losse:

At December 31, 201 $ 7,36 $ 3,54¢ $ 11,18: $ 54C $ 7,11 $ 29,74:
Provision 3,02¢ 2,71¢ 6,30¢ (181) (367) 11,50(
Chargeoffs (4,527 (1,726) (3,45)) (799) — (10,499
Recoveries 84 — 24¢ 801 — 1,13¢

At December 31, 2012 $ 594¢ $ 453 $ 14,28t $ 36z $ 6,74¢ $ 31,88!

Allowance for loans individually evaluated
for impairment $ 15¢ $ 2,89¢ $ 56 $ — $ 3,615

Allowance for loans collectively evaluated
for impairment $ 579 $ 1,636 $ 13,728 $ 36z $ 6,74¢ $ 28,26¢

Type of loan
Commercial Construction Real estate

December 31, 201 and industrial and development mortgage Consumer Total

(in thousands)

Loans $ 393,72¢ $ 14763 $ 966,66! $ 36,81 $1,544,84!

Loans individually evaluated for
impairment $ 545¢ $ 2,41¢ $ 1417 $ 94 $ 22,13¢

Loans collectively evaluated for
impairmem $ 388,27( $ 145,22: $ 952,49! $ 36,72( $1,522,70‘

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

Allowance for loan losse:

At December 31, 201 $ 2,79¢ $ 2,28 $ 12,27. $ 62 $ 757 $  25,54!
Provision 5,47¢ 2,85¢ 4,59:; 13:< (459) 12,60(
Chargeoffs (1,015 (1,597 (5,840) (672) — (9,121)
Recoveries 10¢ — 15¢ 457 — 728

At December 31, 2011 $ 7,36¢ $ 3,54¢ $ 11,18 $ 54C $ 7,11 $ 29,74¢

Allowance for loans individually evaluated
for impairment $ 954 $ 1C $ 1597 $ — $ 2,561

Allowance for loans collectively evaluated
for impairment $ 6,41C $ 3,53t $ 9,58t $ 54C $ 7,11 $ 27,18¢

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)siexific allocations on impaired loans, and
(c) an unallocated amount. The unallocated ameastevaluated on the loan portfolio in its entiratyl was based on additional factors, :
as national and local economic trends and conditiohanges in volume and severity of past due Joarisme of non-accrual loans, volume
and severity of adversely classified or gradeddaamd other factors and trends that affect spdoifios and categories of loans, such as a
heightened risk in the commercial and industriahlportfolios.
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During the third quarter of 2013, Bancorp refinedallowance calculation whereby it “allocated” fhartion of the allowance that was
previously deemed to be unallocated allowance baseadanagement’s determination of the appropriatditative adjustments. This refined
allowance calculation includes specific allowanlbbecations to loan portfolio segments at Decemler2®13 for qualitative factors includir
among other factors, (i) national and local ecomoand business conditions, (ii) the quality andegigmce of lending staff and management,
(iii) changes in lending policies and proceduregd,¢hanges in volume and severity of past duedpalassified loans and non-performing
loans, (v) potential impact of any concentratiohsredit, (vi) changes in the nature and termsahk such as growth rates and utilization
rates, (vii) changes in the value of underlyindatekal for collateral-dependent loans, consideBagcorp’s disposition bias, and (viii) the
effect of other external factors such as the legdlregulatory environment. Bancorp may also densither qualitative factors in future
periods for additional allowance allocations, imthg, among other factors, changes in Bancorp's teaiew process. Because Bancorp has
refined its allowance calculation during 2013 stiedt it no longer maintains unallocated allowancBecember 31, 2013, Bancorp’s
allocation of its allowance at December 31, 2013oiscomparable with prior periods.

Management uses the following portfolio segmenteaifis when assessing and monitoring the risk anfhpnance of the loan portfolio:

*  Commercial and industrial

»  Construction and development, excluding undeveldaed
* Undeveloped land

* Real estate mortgage

»  Consumer

In the fourth quarter of 2013, as a result of asedyof non-performing loan metrics, Bancorp expdrbe classifications for loans to include
undeveloped land, which was previously recordetiiwitonstruction and development loans.

Bancorp did not have any acquired loans with detatéd credit quality at December 31, 2012. Bgmtas loans that were acquired in the
Oldham acquisition in the second quarter of 20@Bwhich there was, at acquisition, evidence oédetation of credit quality since
origination and for which it was probable, at asifion, that all contractually required paymentandonot be collected. The carrying amount
of those loans is included in the balance sheeuatsmf loans at December 31, 2013.

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

(in thousands)

Balance at December 31, 20 $ —
Additions due to Oldham acquisitic 174
Accretion (37
Reclassifications from (to) n-accretable differenc —
Disposals —
Balance at December 31, 2013 $ 137

63




Table of Contents

The following table presents loans individually kxded for impairment as of December 31, 2013 @122

Unpaid Average
(in thousands) Recorded principal Related recorded
December 31, 201 investment balance allowance investment
Loans with no related allowance recor¢
Commercial and industrii $ 83C 974 — 4,49¢
Construction and development, excluding undeveldaed 26 151 — 54
Undeveloped lan 7,34( 9,93 — 3,27:
Real estate mortga( 3,731 5,06¢ — 5,55¢
Consumer — — — 3
Subtotal 11,927 16,12¢ — 13,381
Loans with an allowance record
Commercial and industrii $ 6,74¢ 6,74¢ 762 3,80¢
Construction and development, excluding undeveldaed — — — 25¢
Undeveloped lan — — — 7,15z
Real estate mortga( 3,74 4,06t 60¢€ 3,70¢
Consumer 84 84 84 34
Subtotal 10,58( 10,89¢ 1,452 14,95¢
Total
Commercial and industrii $ 7,57¢ 7,72¢ 762 8,30¢
Construction and development, excluding undeveldaed 26 151 — 313
Undeveloped lan 7,34( 9,93 — 10,42
Real estate mortga( 7,47¢ 9,13¢ 60¢€ 9,26¢
Consumer 84 84 84 37
Total $ 22,50° 27,02¢ 1,452 28,34
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Unpaid Average
(in thousands) Recorded principal Related recorded
December 31, 201 investment balance allowance investment
Loans with no related allowance recor¢
Commercial and industrii $ 6,73t $ 7,591 $ — $ 6,22¢
Construction and development, excluding undeveldaed 11¢ 381 — 15¢
Undeveloped lan 234 1,80¢ — 88¢
Real estate mortga( 6,99¢ 7,752 — 6,451
Consumer 4 25 — 21
Subtotal 14,087 17,55¢ — 13,74
Loans with an allowance record
Commercial and industrii 1,93 5,10z 15€ 3,29¢
Construction and development, excluding undeveldaed 43¢ 43¢ — 26(
Undeveloped lan 10,07¢ 10,70: 2,89¢ 7,23:
Real estate mortga( 2,79¢ 2,94¢ 563 4,58:
Consumer — — — —
Subtotal 15,24: 19,18¢ 3,617 15,36¢
Total
Commercial and industri; $ 8,661 $ 12,69 $ 15¢ $ 9,52(
Construction and development, excluding undeveldaed 551 814 — 41¢
Undeveloped lan 10,31 12,50¢ 2,89¢ 8,11¢
Real estate mortga( 9,79¢ 10,70( 563 11,03
Consumer 4 25 — 21
Total $ 29,32¢ $ 36,74. $ 3,617 $ 29,11

Differences between recorded investment amountaiapdid principal balance amounts are due to fdinesadjustments recorded for loans
acquired and partial charge-offs which have occlioeer the life of loans.

Interest income on impaired or non-accrual loaasl{dasis) was $185,000, $157,000 and $391,0001i, 2012, and 2011, respectively.
Interest income that would have been recordednfaxxrual loans were on a current basis in accoelaiith their original terms was
$1,248,000, $1,167,000 and $1,104,000 in 2013, 2082011, respectively.

Impaired loans include non-accrual loans and l@aesunted for as troubled debt restructurings (T)PWbkich continue to accrue interest.
Non-performing loans include the balance of impair@ahls plus any loans over 90 days past due anadatiiling interest. Loans past due
more than 90 days or more and still accruing isteaenounted to $437,000 and $719,000 at Decemb@03B and 2012, respectively.
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The following table presents the recorded investrimrenon-accrual loans as of December 31, 2018142.

(In thousands) 2013 2012

Commercial and industrii $ 84€ $ 1,55¢
Construction and development, excluding undeveldaed 26 551
Undeveloped lan 7,34( 10,31:
Real estate mortgag 7,04¢ 5,93¢
Consumer — 4
Total $ 15,25¢ $ 18,36(

On December 31, 2013 and 2012, Bancorp had $7l@mind $11.0 million of loans classified as TDBspectively. The following table
presents the recorded investment in loans modifieticlassified as TDR during the years ended DeeeBih 2013 and 2012.

Pre-modification Pos-modification
(dollars in thousands) Number of outstanding recorded outstanding recorded
December 31, 201 contracts investment investment
Commercial & industria 1 % 79¢ % 79€
Real estate mortgage 1 85 85
Total 2 $ 881 $ 881

Pre-modification Pos-modification
(dollars in thousands) Number of outstanding recorded outstanding recorded
December 31, 201 contracts investment investment
Commercial & industria 3 $ 575: $ 5,752
Real estate mortgage 5 3,86: 3,86:
Total 8 $ 9,614 $ 9,61¢

The following table presents the recorded investrireloans accounted for as TDR that were restrectand experienced a payment default
during the year ending December 31, 2013 and 2012.

(dollars in thousands) Number of

December 31, 201 Contracts Recorded investmen
Commercial & industria 1 $ 79C
Real estate mortgage 2 2,42¢
Total 3 % 3,21¢
(dollars in thousands) Number of

December 31, 201 Contracts Recorded investmen!
Commercial & industria 1 $ 627
Real estate mortgage 1 29k
Total 2 $ 922
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At December 31, 2013, loans accounted for as TRRRided modifications from original terms due to kauptcy proceedings, modifications

of amortization periods or temporary suspensioprisfcipal payments due to customer financial diffies, and limited forgiveness of
principal. Loans accounted for as TDR, which hastdefaulted, are individually evaluated for impaént and, at December 31, 2013, had a
total allowance allocation of $942,000, compare#265,000 at December 31, 2012.

At December 31, 2013 and 2012, Bancorp had outstgmdmmitments to lend additional funds totalirR$$,000 and $187,000, respectiv
to borrowers whose loans have been modified as TDR.

The following table presents the aging of the rdedrinvestment in past due loans as of Decembe&t(@B and 2012.

Greater
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
December 31, 2013
Commercial and industrii $ 80¢ $ 201 $ 1,26¢ $ 2,271 $ 508,46. $ 510,73¢ $ 421
Construction and development,
excluding undeveloped lar 42¢ — 26 45¢E 91,26+ 91,71¢ —
Undeveloped lan — — 7,34( 7,34( 30,53: 37,87: —
Real estate mortga¢ 4,52¢ 1,18( 7,06: 12,77 1,034,05: 1,046,82. 16
Consumer 11C — — 11C 34,08¢ 34,19¢ —
Total $ 5,87¢ $ 1,381 $ 15,69¢ $ 22,95! $ 1,698,339 $ 1,721.35 $ 437
December 31, 201,
Commercial and industrii $ 21z $ 42 $ 155 % 1,80¢ $ 425,12: $ 426,93( $ —
Construction and development,
excluding undeveloped lar — — 551 551 84,90¢ 85,45¢ —
Undeveloped lan — 4,28¢ 10,31: 14,59¢ 31,20: 45,79°
Real estate mortga( 3,771 1,952 6,42¢ 12,14% 977,48 989,63: 48E
Consumer 79 — 23¢ 317 36,46 36,78( 234
Total $ 4,06z $ 6,27¢ $ 19,07¢ $ 29,41¢ $ 1,555,117 $ 1,584,59 $ 71¢

Bancorp categorizes loans into credit risk categgobiased on relevant information about abilityaféwers to service their debt such as
current financial information, historical paymenperience, credit documentation, public informatiomd current economic trends. Pesgd
loans included all risk-rated loans other than ¢hdassified as special mention, substandard, anfdtfiil, which are defined below:

*  Special Mention: Loans classified as special noeniave a potential weakness that deserves managemlese attention. These
potential weaknesses may result in deterioratiorepdyment prospects for the loan or of Bancorgéslit position at some future
date.

e Substandard: Loans classified as substandarcadeduately protected by the current net worthgayihg capacity of the obligor
or of collateral pledged, if any. Loans so cldssithave a well-defined weakness or weaknessegetiiadrdize repayment of the
debt. They are characterized by the distinct pdggithat Bancorp will sustain some loss if thefidiencies are not corrected.
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»  Substandard non-performing: Loans classified astamdard non-performing have all the charactesigif substandard loans and
have been placed on non-accrual status or havedoeennted for as troubled debt restructurings.

» Doubtful: Loans classified as doubtful have adl theaknesses inherent in those classified as swlasth with the added
characteristic that the weaknesses make colleotiwapayment in full, on the basis of currentlystixig facts, conditions and values,
highly questionable and improbable.

As of December 31, 2013 and 2012, balances ircagégories of loans were as follows:

Credit risk profile by internally assigned grade

Construction

and
development,
excluding
Commercial undeveloped Undeveloped Real estate
(in thousands) and industrial land land mortgage Consumer Total
December 31, 201
Grade
Pass $ 486,14( $ 79,89¢ $ 30,36¢ $ 1,014,211 $ 34,02¢ $ 1,644,64
Special mentiol 12,98: 7,091 — 17,91¢ 86 38,07¢
Substandar 3,61¢ 4,70¢ 16& 7,191 — 15,68
Substandard n¢« performing 8,00( 26 7,34( 7,49¢ 84 22,94
Doubtful o o o o o o
Total $ 510,73¢ $ 91,71¢ $ 37,87 $ 1,046,82. $ 34,19¢ $ 1,721,35
December 31, 2012
Grade
Pass $ 404,04 $ 78,62 $ 34,38t $ 925,67: $ 36,54: $ 1,479,227
Special mentiol 11,097 6,28¢ 547 26,77( — 44,69¢
Substandar 4,48: — 55( 26,90 — 31,93
Substandard n¢« performing 7,30¢ 551 10,31: 10,28¢ 23¢ 28,69
Doubtful — — — — — —
Total $ 426,93( $ 85,45t $ 45797 $ 989,63. $ 36,78( $ 1,584,59
(6) Premises and Equipment
A summary of premises and equipment follows:
December 31
(In thousands) 2013 2012
Land $ 6,80: $ 4,58¢
Buildings and improvemen 43,25¢ 40,53(
Furniture and equipme 17,14¢ 15,99¢
Construction in progres 231 26¢
67,44 61,38
Accumulated depreciation and amortizat (27,629 (24,857
$ 39,81 $ 36,53:
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Depreciation expense related to premises and eguipwas $3,042,000 in 2013, $3,147,000 in 2012%@i14,000 in 2011.
(7) Other Assets

A summary of major components of other assets &eoémber 31, 2013 and 2012 follows:

(in thousands) 2013 2012
Net deferred tax ass $ 14,55 $ 12,53¢
Cash surrender value of life insurance other th@h.IE 10,94¢ 9,61«
Other real estate owned and other foreclosed pno 5,592 7,36¢
Investments in tax credit related ventu 5,50¢ 7,32¢
Core deposit intangibl 2,151 —
Mortgage servicing rights (MSR 1,83 2,08¢
Other short term receivabl 1,62¢ 1,28¢
Goodwill 682 682
Investment in bank in expansion mar 52C 52C
FDIC prepaid assessme — 1,732
Common securities of S.Y. Bancorp Capital Tru — 90C
Other 8,414 7,351
$ 51,82¢ $ 51,407

Bancorp maintains life insurance policies othentB®LI in conjunction with its non-qualified defiddenefit and non-qualified
compensation plans.

In 2009, the FDIC required insured institutionptepay three years of estimated insurance assetsrteestrengthen the cash position of the
Deposit Insurance Fund without immediately impaggarnings of the banking industry. Bancorp’s pié@ssessment, paid in

December 2009, totaled $6,458,000 and was amotiaseld on quarterly FDIC assessments until thensleqpoarter of 2013, when the
prepaid assessment remaining balance totaling 80@@ was returned to Bancorp.

MSRs are amortized in proportion to and over thiopeof estimated net servicing income, considedpgropriate prepayment assumptions.
MSRs are evaluated quarterly for impairment by carimg the carrying value to the fair value. Estietefair values of MSRs at

December 31, 2013 and 2012 were $3,953,000 an@&P00, respectively. Total outstanding principalnces of loans serviced for others
were $435,339,000 and $374,079,000 at Decembé(38B, and 2012 respectively.

Changes in net carrying amount of MSRs for the yyeaded December 31, 2013 and 2012 are shown foltbwing table.

(in thousands) 2013 2012

Balance at January $ 2,08 $ 1,63(
Originations 77€ 1,27¢
Amortization (1,039 (81€)
Balance at December 31 $ 1832 $ 2,08¢
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(8) Income Taxes

Components of income tax expense (benefit) fromratfmns for the years ended December 31, 2013,,20122011 were as follows:

Year ended December 31

(In thousands) 2013 2012 2011
Current tax expens

Federal $ 10,32: $ 11,89 $ 9,74¢

State 33€ 672 511
Total current tax expense 10,65¢ 12,56° 10,25¢
Deferred tax benef

Federal 45(C (2,800 (1,939

State 12C (1339) (134)
Total deferred tax benefit 57( (2,937) (2,06¢)
Total income tax expense $ 11,22¢ $ 9,63 $ 8,191

Components of income tax (benefit) expense recoditedtly to stockholders’ equity for the years eddecember 31, 2013, 2012, and 2011
were as follows:

Year ended December 31

(In thousands) 2013 2012 2011
Unrealized (loss) gain on securities availableste $ (4,23) $ 249 % 1,36
Reclassification adjustment for securities losgadized in incomi 2 — —
Unrealized gain on derivativi 8 — —
Compensation expense for tax purposes in excemsoiints recognized for

financial reporting purpose (265) (83 (125)
Minimum pension liability adjustment 111 2 (117)
Total income tax (benefit) expense recorded diyeotistockholders’ equity $ (4,379 $ (105) $ 1,12¢
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An analysis of the difference between the statutony effective tax rates from operations for thergeended December 31, 2013, 2012, and

2011 were as follows:

Year ended December 31

U.S. federal income tax rate

Tax exempt interest incon

Tax credits

Cash surrender value of life insurar

State income taxe

Nontaxable gain on acquisitic

Nondeductible acquisition cos

Establish deferred taxes on tax credit investm
Other, net

2013 2012 2011

35.0% 35.0% 35.0%
2.1) (3.9) (3.7)
(2.5) (2.2) (2.6)
(2.0) (1.9 (1.5)
0.8 1.C 0.9

(0.9) — —
0.2 — —
— — 2.2)
0.2 (0.9) (0.1)

29.2% 27.2% 25.£%

The reduction of tax expense attributable to tadits arises from Bancorp’s policy to record batk ¢redits and amortization of the related

investment in income tax expense using the effegtigld method.

The increase in income tax expense from 2012 t@ 20the result of reduced tax exempt interesibas well as the reflection of the
recognition of certain federal historic rehabiiibait tax credits related to an investment in redgwelent of a Louisville landmark in 2012.

The increase in income tax expense from 2011 t@ Xthe result of an adjustment of approximatél@&000 made in 2011 to Bancorp’s

deferred tax asset that relates to tax-advantagestiments that Bancorp has made in its primarnketarea over the years.
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The effects of temporary differences that gavetossignificant portions of deferred tax assets @efirred tax liabilities for the years ended
December 31, 2013 and 2012 were as follows:

December 31

(In thousands) 2013 2012

Allowance for loan los $ 10,23¢ $ 11,49¢
Deferred compensatic 4,77¢ 3,95(
Accrued expense 1,604 1,451
Investments in partnershi 82¢€ 713
Write-downs and costs associated with other real estaied 74¢ 1,33t
Loans 564 211
Otherthar-temporary impairmer 311 31z
Other assets 29¢ 324
Total deferred tax asse 19,36 19,79:
Securities 354 4,08¢
Property and equipme 1,371 1,162
Loan costs 70z 64¢
Prepayment penalty on modification of FHLB advar 15€ 263
Mortgage servicing right 60¢ 703
Leases 42¢ 10C
Core deposit intangibl 772 —
Other liabilities 41€ 28¢
Total deferred tax liabilities 4,81z 7,25%
Net deferred tax ass $ 14,55 $ 12,53¢

As a result of the acquisition of Oldham, Bancoag h federal net operating loss carryforward of @3 as of January 1, 2014. Bancorp
expects to fully utilize this loss in 2014.

No valuation allowance for deferred tax assetswasrded as of December 31, 2013 and 2012 becarsm®B has sufficient prior taxalk
income, future projected taxable income, and taxipihg strategies to allow for utilization of theddictible temporary differences, net
operating losses and capital losses within theybaok and carryforward periods. Management bediévis more likely than not that all
deferred tax assets will be realized.

US GAAP provides guidance on the financial statemecognition and measurement of tax positionsrtake expected to be taken, in tax
returns. As of December 31, 2013 and 2012, thesgaonount of unrecognized tax benefits was $40@800570,000, respectively. If
recognized, all of the tax benefits would increaseincome, resulting in a decrease in the effedéx rate.

Bancorp is currently under IRS examination of iid 2 corporate income tax return. Management doesxpect that the results of the
examination will have a material effect on our fin@l condition. While management believes tasifions are appropriate, the IRS could
challenge Bancorp’s positions as a part of thisrémation. Federal and state income tax returnsuapgect to examination for the tax return
years after 200¢

Bancorp’s policy is to report interest and penalti€any, related to unrecognized tax benefitmagome tax expense. As of December 31,
2013 and 2012, the amount accrued for the potgudiainent of interest and penalties was $2,000 4r@D$, respectively.
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A reconciliation of the amount of unrecognized lexefits for the years ended December 31, 2012ahd follows:

(In thousands) 2013 2012

Balance as of January $ 70 $ 101
Increase:- current year tax positiot 11 10
Lapse of statute of limitations (472) (472)
Balance as of December 31 $ 40 % 70

(9) Deposits
The composition of interest bearing deposits folow

December 31

(In thousands) 2013 2012

Interest bearing demat $ 462,29. $ 345,73¢
Savings 101,55: 84,79
Money marke 643,78 579,68t
Time deposits greater than $250,( 40,60¢ 45,88¢
Other time deposits 309,35 329,42t

$ 1,557,58 $ 1,385,53.

Interest expense related to certificates of deogitother time deposits in denominations of $1@® & more was $1,307,000, $1,855,000,
and $2,575,000, respectively, for the years endszeBber 31, 2013, 2012 and 2011.

At December 31, 2013, the scheduled maturitiegvd teposits were as follows:

(In thousands)

2014 $ 228,45¢
2015 78,30¢
2016 23,53¢
2017 13,95(
2018 and thereafter 5,707

$ 349,95¢

Deposits of directors and their associates, inalgidieposits of companies for which directors amecial owners, and executive officers w
$19,088,000 and $29,819,000 at December 31, 204 2@1IR2, respectively.

At December 31, 2013 and 2012, Bancorp had $986061814,000, respectively, of deposits accountseérdraft status and thus have
been reclassified to loans on the accompanyingadiolased balance sheets.
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(10) Securities Sold Under Agreements to Repurchas@éd Other Short-Term Borrowings

Securities sold under agreements to repurchase fareling source of Bancorp and are primarily usgdommercial customers in
conjunction with collateralized corporate cash nggmaent accounts. Such repurchase agreementsraid@®d financing agreements and
generally mature within one business day from thedaction date. Information concerning securg@d under agreements to repurchase is
summarized as follows:

December 31

(Dollars in thousands) 2013 2012
Average balance during the ye $ 60,737 $ 59,86!
Average interest rate during the yi 0.2¢% 0.3(%
Maximum montl-end balance during the ye $ 68,38! $ 64,58:

(11) Advances from the Federal Home Loan Bank

Bancorp had outstanding borrowings of $34.3 milimecember 31, 2013, via seven separate advaRoedwo advances totaling $30
million, both of which are non-callable, interestyments are due monthly, with principal due at mgtu For the final five advances totaling
$4,329,000, principal and interest payments arengorethly based on an amortization schedule.

Bancorp did not prepay any advances in 2013. drthird quarter of 2012, Bancorp restructured addreled terms on three advances with
FHLB resulting in lower interest cost over the rémiteg term of these advances. Prepayment penadtiabng $872,000 were incurred. In
accordance with US GAAP, prepayment penalties gssatwith the modification of advances were anzediover the life of the new
advances, and were recorded as interest expesséijg in effective interest rates greater thandbntractual rate paid to FHLB. In the
fourth quarter of 2012, Bancorp prepaid these stmee advances, incurring prepayment penaltiengt$265,000. These new prepayment
penalties and the remaining unamortized prepaypemalties totaling $790,000 were each recordedtageist expense in the fourth quarte
2012.

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

December 31, 201 December 31, 201

(In thousands) Advance Rate Advance Rate
2013 $ — — 3 10,00( 1.9(%
2014 10,00( 0.21% — —
2015 20,00( 3.3%% 20,00( 3.3%%
2020 1,931 2.2%
2021 564 2.12%
2024 40¢ 2.4(% 42C 2.4(%
2028 1,42¢ 1.4€% 1,462 1.4€%

$ 34,32¢ 2.26% $ 31,88 2.7%

Advances from the FHLB are collateralized by cerammercial and residential real estate mortgaged under a blanket mortgage
collateral agreement and FHLB stock. Bancorp vidvesborrowings as an effective alternative to higteest time deposits to fund loan
growth. At December 31, 2013, the amount of abélaredit from the FHLB totaled $361.4 million.
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(12) Subordinated Debentures

In 2008, Bancorp formed S.Y. Bancorp Capital Ttugtthe Trust”), a Delaware statutory trust andd¥-owned finance subsidiary. S.Y.
Bancorp Capital Trust Il issued $30.0 million oP4Gixed rate cumulative trust preferred securidiad invested the proceeds, along with
$900,000 received from the purchase of its comneite securities, in $30.9 million of a fixed ratebordinated debenture of Bancorp. The
principal asset of S.Y. Bancorp Capital Trust llsvea$30.9 million subordinated debenture of Bancbhe interest rate on both the trust
preferred securities and the subordinated debentwas fixed at 10.00%. The trust preferred sdesrithe assets of the Trust, and the
common securities issued by the Trust were redelenralvhole or in part on or after December 31,20dr at any time in whole, but not in
part, from the date of issuance upon the occurreficertain events.

On December 31, 2013, Bancorp redeemed all of thesdrities at par value. Remaining unamortizedance costs of $1,306,000 were
recognized as non-interest expense in the fourdntguof 2013. The Trust has subsequently beeoldisd.

(13) Preferred Stock

Bancorp has a class of preferred stock (no paryalw00,000 shares authorized), the relative sigiteferences and other terms of which or
any series within the class will be determinedhmyBoard of Directors prior to any issuance. Nohthis stock has been issued to date.

(14) Net Income per Share and Common Stock Dividersd

The following table reflects the numerators (nebime) and denominators (average shares outstarfdirilie basic and diluted net income
per share computations:

(In thousands, except per share date 2013 2012 2011

Net income, basic and dilutt $ 27,17C $ 25,80. $ 23,60«
Average shares outstandi 14,22: 13,87¢ 13,78¢
Effect of dilutive securitie 13C 57 48
Average shares outstanding including dilutive sitiesr 14,35: 13,93: 13,83«
Net income per share, ba: $ 191 § 1.8¢ $ 1.71
Net income per share, dilut $ 1.8¢ $ 18t $ 1.71

(15) Employee Benefit Plans

Bancorp has a combined employee stock ownershipanii sharing plan (‘KSOP”). The plan is a defiheontribution plan and is available
to all employees meeting certain eligibility reauirents. Employer expenses related to contributmtise plan for 2013, 2012, and 2011 w
$1,701,000, $1,512,000, and $1,449,000, respegtifEahployee and employer contributions are madecaordance with the terms of the
plan. As of December 31, 2013 and 2012, the KSQdP4%/,958 and 484,075, respectively, shares ot8gnstock.

In addition Bancorp has non-qualified “exceptdns into which directors and certain senior efficmay defer director fees or salary. Ban
matched certain executives’ contributions intogbeior officers’ plan amounting to approximatel03$200, $146,000, and $75,000 in 2013,
2012 and 2011 respectively. At December 31, 2032012, the amounts included in other liabilitieshe consolidated financial
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statements for this plan were $3,981,000 and $20@84 were comprised primarily of participants’ tdbutions, and represented the fair
value of mutual fund investments directed by paénts.

Bancorp sponsors an unfunded, non-qualified, ddfbienefit retirement plan for four key officers @wurrent, and two retired), and has no
plans to increase the number of participants. Bisneest based on 20 years of service. Bancoeg aDecember 31 measurement date for
this plan. At December 31, 2013 and 2012, the matated benefit obligation for the plan includedther liabilities in the consolidated
financial statements was $1,949,000 and $2,247@8pectively. Discount rates of 4.72% and 3.7%#evused in 2013 and 2012,
respectively, in determining the actuarial presetitie of the projected benefit obligation. Theuacially determined pension costs are
expensed and accrued over the service period, emafits are paid from Bancorp’s assets. Bancoriptaias life insurance policies, for
which it is the ultimate beneficiary, on certainrant and former executives. The income from thesieies helps offset the cost of benefits.
The liability for Bancorp’s plan met the benefitliglation as of December 31, 2013 and 2012.

Information about the components of the net pecib@inefit cost of the defined benefit plan follows:

Year ended December 31
(in thousands) 2013 2012 2011

Components of net periodic benefit cost:

Service cos $ — $ — $ —
Interest cos a0 83 86
Expected return on plan ass — — —
Amortization of prior service co: — — —
Amortization of net losses 36 6C 56
Net periodic benefit cost $ 12¢ $ 14z $ 14z

The benefits expected to be paid in each year #0i to 2018 are listed in the table below.

(In thousands) Benefits

2014 $ 84
2015 84
2016 84
2017 84
2018 84
Beyond 2018 3,44¢
Total future payments $ 3,86¢

The expected benefits to be paid are based orathe assumptions used to measure Bansdugnefit obligation at December 31, 2013. T
are no obligations for other post-retirement anstymployment benefits.

(16) Stock-Based Compensation

The fair value of all new and modified awards geahinet of estimated forfeitures, is recognizedamspensation expense over the respective
service period. Forfeiture estimates are baseugiarical experience.

Bancorp currently has one stock-based compenspliéon Initially, in the 2005 Stock Incentive Plaihere were 735,000 shares of common
stock reserved for issuance of stock based awand8010, shareholders

76




Table of Contents

approved an additional 700,000 shares of commak $tw issuance under the plan. As of DecembefB813, there were 513,026 shares
available for future awards. Bancorp’s 1995 Stisalentive Plan expired in 2005; however, optiorenggd under this plan expire as late as
2015.

Options and stock appreciation rights (SARs) grdugienerally have been subject to a vesting sched®@8% per year. Restricted shares
generally vest over three to five years. All avghdve been granted at an exercise price equa tmérket value of common stock at the
time of grant; options and SARs expire ten yeatex de grant date unless forfeited due to emplaoygrtermination.

Grants of restricted stock units (RSUs) to exeeutifficers vest based upon service and a threepgrésrmance period which begins
January 1 of the first year of the performanceqakriBecause grantees are not entitled to divigaydnents during the performance period,
the fair value of these RSUs is estimated based thpofair value of the underlying shares on the déthe grant, adjusted for non-payment
of dividends.

Bancorp has recognized stock-based compensati@nsg&pwithin salaries and employee benefits ictimsolidated statements of income, as
follows:

(in thousands) 2013 2012 2011

Stock-based compensation expense before income $ 1,94C $ 1,481 $ 1,16¢
Deferred tax benefit 67¢ 51¢ 40¢
Reduction of net income $ 1,261 $ 96 $ 757

As of December 31, 2013 Bancorp has $3,132,000&fangnized stock-based compensation expense ithaewecorded as compensation
expense over the next five years as awards vemtcdp received cash of $2,435,000, $937,000 afd,860 from the exercise of options
during 2013, 2012 and 2011, respectively.

The fair values of Bancorp’s stock options and SARsestimated at the date of grant using the Bidioles option pricing model, a leading
formula for calculating the value of stock opti@msl SARs. This model requires the input of subje@ssumptions, changes to which can
materially affect the fair value estimate. The failue of restricted shares is determined by Barisalosing stock price on the date of gre
The following assumptions were used in option aA& $aluations:

Assumptions 2013 2012 2011
Dividend yield 2.8(% 2.52% 2.48%
Expected volatility 22.5% 22.0% 22.6%%
Risk free interest rai 1.26% 1.44% 2.9(%
Forfeitures 6.4(% 4.2(% 6.07%
Expected life of options (in year 6.€ 7.€ 7.5

The expected life of options and SARs is basedotuehexperience of past like-term stock optioBancorp evaluates historical exercise and
post-vesting termination behavior when determinhmgexpected life. Dividend yield and expectedatitity are based on historical
information corresponding to the expected life pfions and SARs granted. Expected volatility & ¥blatility of the underlying shares for
the expected term on a monthly basis. The riskifierest rate is the implied yield currently dafale on U.S. Treasury issues with a
remaining term equal to the expected life of theoms.
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A summary of stock option and SARs activity anciedl information for the year ended December 313206llows.

Weighted
Weighted Weighted average
average Aggregate average remaining
Options Exercise price exercise intrinsic fair contractual
(in thousands, except price and year and SARs per share price value value life (years)
At December 31, 201
Vested and exercisak 681 $ 20.1%-26.8: $ 234z $ 271 % 5.3¢ 3.t
Unvested 24€ 21.0%-26.8¢ 22.62 77 4.67 7.9
Total outstanding 927 20.17-26.8¢ 23.21 34¢ 5.1¢ 4.7
Grantec 54 22.8¢ 22.8¢ 484 3.61
Exercisec (180) 20.17-26.8: 21.71 1,12¢ 4.81
Forfeited (4) 21.0:-23.7¢ 22.7¢ 32 4.8¢
At December 31, 201
Vested and exercisak 57¢ 20.25-26.8: 23.8: 4,68~ 5.4: 34
Unvested 21€ 21.0%-24.87 22.7( 2,011 4.3¢€ 7.7
Total outstanding 797 20.25-26.8¢ 235. $ 6,69¢ 5.14 4.6

Vested during year 79 21.0:-24.81 2256 $ 742 4.81

Intrinsic value for stock options and SARs is deflras the amount by which the current market pricbe underlying stock exceeds the
exercise price. The aggregate intrinsic valuagadlsoptions and SARs exercised in 2013, 2012 &1d 2vas $1,124,000, $305,000 and
$524,000, respectively. The aggregate intrinsloevaf stock options and SARs exercised was caledlas the difference in the closing price
of Bancorp’s common shares on the date of exeasidethe exercise price, multiplied by the numbestafres exercised.

The weighted average Black-Scholes fair valuesARsSgranted in 2013, 2012 and 2011 were $3.613532@ $5.04, respectively. No stock
options have been granted since 2007.

For the three year period ending December 31, 2BaB¢corp granted shares of restricted common steautlined in the following table:

Grant date
weightec-
Number average cos
Unvested at December 31, 201 81,68. $ 21.5¢
Shares awarded 41,99: 23.9¢
Restrictions lapsed and shares released to emlayestors (21,339 21.82
Shares forfeited (7,339 22.61
Unvested at December 31, 2011 95,007 $ 22.4¢
Shares awarded 57,15¢ 22.71
Restrictions lapsed and shares released to emslaiypeztors (30,787 22.6¢
Shares forfeited (7,477 22.5¢
Unvested at December 31, 201 113,91( $ 22.5¢
Shares awarded 55,27¢ 22.9¢
Restrictions lapsed and shares released to emslaiypeztors (39,909 22.2¢
Shares forfeited (4,720) 23.4F
Unvested at December 31, 2013 124,55¢ $ 22.7i
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Bancorp awarded performance-based restricted sitaitk (RSUs) to executive officers of Bancorp, thee-year performance period for

which began January 1 of the award year. Thewatig table outlines the RSU grants.

Expected
Vesting shares
Grant period Fair to be
year in years value awarded
2011 3 $ 16,857
2012 3 22,66¢
2013 3 28,57¢

Options and SARs outstanding, stated in thousatd3ecember 31, 2013 were as follows:

Number of Weighted average

options and Options and exercise price of

SARs SARs options and SARs

Expiration outstanding exercisable outstanding

2014 92 92 22.6¢
2015 1 1 20.9(
2016 144 144 24.07
2017 12C 12C 26.81
2018 73 73 23.3i
2019 77 6C 22.1¢
2020 77 45 21.0¢
2021 62 25 23.7¢
2022 97 19 22.8i
2022 54 — 22.8¢
797 57¢ 23.52
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Bancorp does not have any equity compensation plaich have not been approved by security holdé&tse following table provides detail
of the number of shares to be issued upon exes€igetstanding stock-based awards and remainingstzvailable for future issuance under
all the Bancorp’s equity compensation plans aseddinber 31, 2013.

Number of Weighted Shares
shares to be average available for
issued upon exercise future
Plan category (shares in thousands exercise price issuance (a)
Equity compensation plans approved by securitydrst
Stock options 35€ $ 24.6: 51z
Stock appreciation rights (SAR (b) (b) (a)
Restricted stoc 12t N/A (@
Restricted stock units (c) N/A (@
Total shares 481 513

(a) Under the 2005 Stock Incentive plan, sharesaifk are authorized for issuance as incentivenandualified stock options, SARs,
restricted stock, and restricted stock units

(b) At December 31, 2013, approximately 441,00(RSAvere outstanding at a weighted average grare pfi$22.63. The number of shares
to be issued upon exercise will be determined basdtie difference between the grant price andrtheket price at the date of exercise.

(c) The number of shares to be issued is depenagma Bancorp achieving certain predefined perfoiceaargets and ranges from zero
shares to approximately 110,000 shares.

(17) Dividend Restriction

Bancorp’s principal source of cash revenues igdéivds received from the Bank. On January 1 ofyaay, the Bank'’s regulatory dividend
restriction represents the Bank’s net income ofptti@r two years less any dividends paid for thme&wo years. At December 31, 2013, the
Bank may pay an amount equal to $20.0 million iid#inds to Bancorp without regulatory approval sabjo the ongoing capital
requirements of the Bank.

(18) Commitments and Contingent Liabilities

As of December 31, 2013, Bancorp had various comaiits outstanding that arose in the normal courbesiness, including standby letters
of credit and commitments to extend credit, whicd @roperly not reflected in the consolidated fitiahstatements. In managementpinion
commitments to extend credit of $469.5 million liing standby letters of credit of $15.2 milliare not anticipated to result in significant
losses as of December 31, 2013. Commitments emexredit were $401.1 million, including lettefsceedit of $14.8 million, as of
December 31, 2012. Bancorp’s maximum exposureetditdoss in the event of nonperformance by tieoparty to these commitments is
represented by the contractual amount of thesmumsints. Commitments to extend credit are agreesieniend to a customer as long as t

is no violation of any condition established in twntract. Commitments generally have fixed exjgratiates or other termination clauses.
Commitments to extend credit are mainly comprisiecbmnmercial lines of credit, construction and hoegeiity credit lines. Since some of
commitments are expected to expire without beimgvdrupon, the total commitment amounts do not reeciég represent future cash
requirements. Bancorp uses the same credit arateall policies in making commitments and condalaguarantees as for on-balance sheet
instruments. Bancorp evaluates each customer’steathiness on a case by case basis. The amowtlateral obtained is based on
management’s credit evaluation of the customera@uohl held varies but may include accounts red#d®; inventory, equipment, and real
estate.
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Standby letters of credit and financial guaranteetien are conditional commitments issued by Bapdo guarantee the performance of a
customer to a third party. Those guarantees anegpity issued to support private borrowing arrangata. Standby letters of credit generally
have maturities of one to two years.

Bancorp leases certain facilities under non-camteleperating leases. Future minimum lease commitsrfer these leases are outlined in the
table below.

Year Total amount
2014 $ 1,594,00!
2015 1,255,001
2016 1,336,00!
2017 1,315,001
2018 875,00(
Thereaftel 2,253,00!

Rent expense, net of sublease income, was $1,898)@D13, $1,795,000 in 2012, and $1,804,000 1120

To provide service to commercial accounts, Baneadp customers with letters of credits with otheafcial institutions. Accordingly,
Bancorp has entered into agreements to guarantgmpance of several customers’ contracts with ofimancial institutions. Bancorp will
make payments under these agreements if a custteferits on its obligations to the other finanamstitutions. The terms of the agreements
range from 3 to 12 months. The maximum potentialreipayment guaranteed by Bancorp cannot be yeastimated because it is dependent
upon the fair value of the contracts at the timdefhault. If an event of default on all contractglloccurred at December 31, 2013, Bancorp
would have been required to make payments of appedgly $2.5 million. No payments have ever beepired as a result of default on
these contracts. These agreements are normalgteellized — generally with real properties, equeptminventories and receivables — by
the customer, which limits Bancorp’s credit risk@dated with the agreements.

Also, as of December 31, 2013, in the normal coafdmisiness, there were pending legal actiongiaockedings in which claims for
damages are asserted. Management, after discwgisiviegal counsel, believes the ultimate resulthefse legal actions and proceedings will
not have a material adverse effect on the condelidfinancial position or results of operationBaihcorp.

(19) Fair Value Measurements

Bancorp follows the provisions of authoritative dmmce for fair value measurements. This guidasmdefinitional and disclosure oriented
addresses how companies should approach measaringlue when required by US GAAP. It prescribasaus disclosures about financial
statement categories and amounts which are measufaid value, if such disclosures are not alresgiscified elsewhere in US GAAP.

The authoritative guidance defines fair value asptice that would be received to sell an asspat to transfer a liability in an orderly
transaction between participants at the measuredagat It also establishes a hierarchy to grosptasand liabilities carried at fair value in
three levels based upon the markets in which thetasnd liabilities trade and the reliability eésamptions used to determine fair value.

These levels are:

e« Level 1 Valuation is based upon quoted prices for idenfitstrtuments traded in active markets.

e Level 2 Valuation is based upon quoted prices for similatruments in active markets, quoted prices fontidel or similar
instruments in markets that are not active, andehbdsed valuation techniques for which all sigmifit assumptions are observable
in the market.
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* Level 3 Valuation is generated from model-based technitpetsuse significant assumptions not observabthérmarket. These
unobservable assumptions would reflect our owmestis of assumptions that market participants wosidin pricing the asset or
liability. Valuation techniques could include prigimodels, discounted cash flows and other sirtglenniques.

Bancorp’s policy is to maximize use of observahlauits and minimize use of unobservable inputsimvidue measurements. Where there
exists limited or no observable market data, Bgmeses its own estimates generally consideringaciarnistics of the asset/liability, the
current economic and competitive environment ahérofactors. For this reason, results cannot berehted with precision and may not be
realized on an actual sale or immediate settlemethte asset or liability.

Bancorp’s investment securities available for salé interest rate swaps are recorded at fair valgerecurring basis. Other accounts
including mortgage loans held for sale, mortgageisiag rights, impaired loans and other real estatned may be recorded at fair value
non-recurring basis, generally in the applicatibtower of cost or market adjustments or write-devar 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 corporations, mortgagkeobsecurities and obligations of state and paligsubdivisions. Trust preferred
securities, included in the 2012 table, are prigsidg quoted prices of identical securities in efiva market. These measurements are
classified as Level 1 in the hierarchy above. oMlfier securities are priced using standard indusbwgels or matrices with various
assumptions such as yield curves, volatility, pyapent speeds, default rates, time value, creditgand market prices for the instruments.
These assumptions are generally observable in #ketplace and can be derived from or supporteshisgrvable data. These measurements
are classified as Level 2 in the hierarchy above.

Interest rate swaps are valued using primarily L&vaputs. Fair value measurements are obtaired fin outside pricing service. Prices
obtained are generally based on dealer quoteshbeark forward yield curves, and other relevant oledele market data. For purposes of
potential valuation adjustments to derivative pos#, Bancorp evaluates the credit risk of its ¢erparties as well as its own credit risk. To
date, Bancorp has not realized any losses dueaarterparty’s inability to perform and the chamgealue of derivative assets and liabilities
attributable to credit risk was not significant itgy 2013.
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Below are carrying values of assets measuredratdhie on a recurring basis (in thousands).

Fair value at December 31, 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 $ 110,00 $ — $ 110,00 $ —

Government sponsored enterprise obligat 137,84! — 3 137,84! —

Mortgagebacked securitie- government agencie 172,69: — 172,69: —

Obligations of states and political subdivisions 69,49: — 69,49: —

Total investment securities available for sal 490,03: — 490,03: —

Interest rate swaps 29¢ — 29¢ —

Total assets $ 490,33( $ — $ 490,33 $ —

Liabilities

Interest rate swaps $ 27t % — 8 27t $ —
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 $ 98,00 $ — 8 98,00 $ —

Government sponsored enterprise obligat 85,74¢ — 8 85,74¢ —

Mortgagebacked securitie- government agencie 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 $ 1,01¢ $ 385,83 $ =

Liabilities

Interest rate swaps $ 41t $ — $ 415 $ =

Bancorp did not have any financial instrumentsgfaed within Level 3 of the valuation hierarchyr fassets and liabilities measured at fair
value on a recurring basis at December 31, 202Rb2.
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MSRs are recorded at fair value upon capitalizatwa amortized to correspond with estimated siryimcome, and are periodically
assessed for impairment based on fair value aetharting date. Fair value is based on a valuatiodel that calculates the present value of
estimated net servicing income. The model incogsrassumptions that market participants wouldrusstimating future net servicing
income. These measurements are classified as Bevdt December 31, 2013 and 2012 there was natialuallowance for the mortgage
servicing rights, as the fair value exceeded ttt. cAccordingly, the MSRs are not included in eittable below for December 31, 2013 or
2012.

Mortgage loans held for sale are recorded at twerd@f cost or market value. The portfolio is corapd of residential real estate loans and
fair value is based on specific prices of undedyontracts for sales to investors. These meammsnare classified as Level 2. Because the
fair value of the loans held for sale exceededyaagrvalue, mortgage loans held for sale are ndtigted in either table below for

December 31, 2013 or 2012.

Other real estate owned, which is carried at theetaf cost or fair value, is periodically assesrdmpairment based on fair value at the
reporting date. Fair value is determined from exdkappraisals using judgments and estimatestefread professionals. Many of these
inputs are not observable and, accordingly, thes&sorements are classified as Level 3. At DeceBihe?2013 and 2012, the carrying value
of other real estate owned was $5,590,000 and 8,086, respectively. Other real estate owned isnatuded in either table below, as the
fair value of the properties exceeded their cagyialue at December 31, 2013 and 2012.

For impaired loans in the table below, the failuesis calculated as the carrying value of only $oaith a specific valuation allowance, less
the specific allowance. As of December 31, 204&|tmpaired loans with a valuation allowance w&16.6 million, and the specific
allowance totaled $1.5 million, resulting in a fa@lue of $9.1 million, compared to total impaitedns with a valuation allowance of $15.2
million, and the specific allowance allocation tistg $3.6 million, resulting in a fair value of $Blmillion at December 31, 2012. The losses
represent the change in the specific allowanceth®operiod indicated.

Below are carrying values of assets measuredratdhie on a non-recurring basis (in thousands).

Fair value at December 31, 201

(in thousands) Total Level 1 Level 2 Level 3 Total losses

Impaired loans $ 9,12¢ $ — $ — $ 9,12¢ $ (992)

Total $ 9,12¢ $ — 3 — $ 9,12¢ $ (992)
Fair value at December 31, 201

(in thousands) Total Level 1 Level 2 Level 3 Total losses

Impaired loans $ 11,62 $ — $ — $ 11,62F $ (2,467

Total $ 11,628 $ — 3 — $ 11,628 $ (2,467

In the case of the securities portfolio, Bancormitars the valuation technique utilized by priciagencies to ascertain when transfers
between levels have occurred. The nature of thmairéng assets and liabilities is such that transsfeand out of any level are expected to be
rare. For the twelve months ended December 313,28&re were no transfers between Levels 1, 2, or
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(20) Fair Value of Financial Instruments

The following table presents carrying amounts nested fair values, and placement in the fair valeearchy of financial instruments at
December 31, 2013 and 2012.

Carrying
(in thousands) amount Fair value Level 1 Level 2 Level 3
December 31, 201:
Financial assets
Cash and shc-term investment $ 70,77C % 70,77C % 70,77C % — 3 —
Mortgage loans held for sa 1,75% 1,815 — 1,817 —
Federal Home Loan Bank stock and other secul 7,347 7,347 — 7,347 —
Loans, ne 1,692,82! 1,703,29 — — 1,703,29
Accrued interest receivab 5,712 5,712 5,712 — —
Financial liabilities
Deposits $ 198093 $ 1,983,020 $ — $ 1,983,002 $ —
Shor-term borrowings 117,91( 117,91( — 117,91( —
Long-term borrowings 34,32¢ 35,16¢ — 35,16¢ —
Accrued interest payable 12€ 12€ 12€ — —
December 31, 201.
Financial assets
Cash and shc-term investment $ 67,70 $ 67,70 $ 67,70 $ — 3 —
Mortgage loans held for sa 14,047 14,43 14,43 —
Federal Home Loan Bank stock and other secul 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 $ 1,781,690 $ 1,786,04 $ — $ 1,786,040 $ —
Shor-term borrowings 75,597 75,597 — 75,597 —
Long-term borrowings 62,78: 62,82¢ — 62,82¢ —
Accrued interest payable 16€ 16€ 16€ — —

Management used the following methods and assungptidestimate fair value of each class of findrnngtrument for which it is practicable
to estimate the value.

Cash, Short-term investments, Accrued interest redeable/payable and Short-term borrowings

For these short-term instruments, carrying amasiatreasonable estimate of fair value.

Federal Home Loan Bank stock and other securities

For these securities without readily available rearalues, carrying amount is a reasonable estiofdtar value.
Mortgage loans held for sale

Fair value of mortgage loans held for sale is deileed by market quotes for similar loans basedan type, term, rate, size and the
borrower’s credit score.
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Loans, net

US GAAP prescribes the exit price concept for esting fair value of loans. Because there is fajuad market (exit price) for trading
predominant types of loans in Bancorp’s portfolar value of loans is estimated by discountingifatcash flows using current rates at which
similar loans would be made to borrowers with sémdredit ratings and for the same remaining misr{e.g. entrance price).

Deposits

Fair value of demand deposits, savings accountscartain money market deposits is the amount payabdemand at the reporting date.
Fair value of fixedrate certificates of deposits is estimated by disting future cash flows using rates currently iftefor deposits of simile
remaining maturities.

Long-term borrowings

Fair value of long-term borrowings is estimateddizcounting future cash flows using estimates ofemt 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 imtdlar agreements and the
creditworthiness of the customers. Fair valuedaridby letters of credit are based on fees cugrehthrged for similar agreements or
estimated cost to terminate them or otherwiseesetiligations with counterparties at the reportiage. Fair value of commitments to extend
credit, letters of credit and lines of credit ig poesented since management believes the faievalbe insignificant.

Limitations

Fair value estimates are made at a specific poititrie based on relevant market information andriftion about financial instruments.
Because no market exists for a significant portibBancorp’s financial instruments, fair value psttes are based on judgments regarding
future expected loss experience, current econoatiditions, risk characteristics of various finahaistruments, and other factors. These
estimates are subjective in nature and involve tiaicgies and matters of significant judgment amef¢fore cannot be determined with
precision. Therefore, calculated fair value estemah many instances cannot be substantiated bgarson to independent markets and, in
many cases, may not be realizable in a currentofahee instrument. Changes in assumptions caghifgantly affect estimates.

(21) Derivative Financial Instruments

Occasionally, Bancorp enters into free-standingragt rate swaps for the benefits of its commentiatomers who desire to hedge their
exposure to changing interest rates. Bancorp feitlgnterest rate exposure on commercial custarapsactions by entering into offsetting
swap agreements with approved reputable indepercdenterparties with substantially matching terfibese undesignated derivative
instruments are recognized on the consolidatedhbalaheet at fair value. Because of matching tefroffsetting contracts and the collateral
provisions mitigating any non-performance risk, s in fair value subsequent to initial recognitime expected to have an insignificant
effect on earnings. Exchanges of cash flows reltitéde undesignated interest rate swap agreerfmmi813 were offsetting and therefore
had no net effect on Bancorp’s earnings or cashsflo

Interest rate swap agreements derive their valura finderlying interest rates. These transactionsivie both credit and market risk. The
notional amounts are amounts on which calculatipagments, and the value of the derivative areddsetional amounts do not represent
direct credit exposures. Direct credit exposutémged to the net difference between the calcdatmounts to be received and paid, if any.
Bancorp is exposed to credit-related losses irettemt of nonperformance by the counterpartiesaésdtagreements. Bancorp controls the
credit risk of its financial contracts through dteapprovals, limits and monitoring procedures, doés not expect any counterparties to fail
their obligations.
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At December 31, 2013 and 2012, Bancorp had outstgnohdesignated interest rate swap contractsliasvi

Receiving Paying
December 31 December 31 December 31 December 31
(dollar amounts in thousands) 2013 2012 2013 2012
Notional amoun $ 5,15¢ $ 4,45¢ 3 5,15¢ $ 4,45¢
Weighted average maturity (yea 6.4 6.3 6.4 6.3
Fair value $ (27%) $ (415 $ 27t $ 41¢

In December 2013, Bancorp entered into an inteatstswap to hedge cash flows of a $10 milliontff@grate FHLB borrowing. The interest
rate swap involves exchange of Bancorp’s floataitg interest payments on the underlying principabant. This swap was designated, and
qualified, for cash-flow hedge accounting. The tefithe swap began December 6, 2013 and ends DecdinB016. For derivative
instruments that are designated and qualify asihgdgstruments, the effective portion of gaindasses is reported as a component of other
comprehensive income, and is subsequently redkedsifto earnings as an adjustment to interestresg@ periods in which the hedged
forecasted transaction affects earnings. The fatigwable details Bancorp’s derivative positionsigeated as cash flow hedges as of
December 31, 2013.

(dollars in thousands)

Notional Effective Maturity Receive (variable) Pay fixed Fair value
amount date date index swap rate of assel
$ 10,00( 12/6/2013 12/6/201¢€ US 3 Month LIBOR 0.715% $ 24

Bancorp did not have any derivative positions destigd as cash flow hedges at December 31, 2012.
(22) Regulatory Matters

Bancorp and the Bank are subject to various cagtalirements prescribed by banking regulationsaaministered by state and federal
banking agencies. Under these requirements, Bammtatphe Bank must meet minimum amounts and pexgestof Tier | and total capital,
defined, to risk weighted assets and Tier | capit@lverage assets. Risk weighted assets are dederivy applying certain risk weightings
prescribed by the regulations to various categariessets and off-balance sheet commitments. &agitl risk weighted assets may be
further subject to qualitative judgments by regulatas to components, risk weighting and othepfacfailure to meet the capital
requirements can result in certain mandatory, assiply discretionary, corrective actions presatibg the regulations or determined to be
necessary by the regulators, which could materaffigct the consolidated financial statements. Man@ent believes Bancorp and the Bank
met all capital requirements to which they werejectbas of December 31, 2013.

As of December 2013 and 2012, the Bank’s primagylegor categorized the Bank as well capitalizedeurthe regulatory framework for
prompt corrective action. There are no conditionew@nts since those notifications that manageineli@gves have changed the Bankapita
categories.
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A summary of Bancorp’s and the Bank’s capital b December 31, 2013 and 2012 follows:

Minimum for adequately

Minimum for well

Actual capitalized capitalized
(Dollars in thousands) Amount Ratio Amount Amount Ratio
December 31, 201.
Total risk-based capital (1
Consolidatec 252,17: 13.5%6 $ 148,99 8.0(% NA NA
Bank 239,57 12.9(% 148,57" 8.0% $ 185,71 10.0(%
Tier | risk-based capital (1
Consolidatec 228,82 12.2% $ 74,47¢ 4.0(% NA NA
Bank 219,29¢ 11.6%% 75,29¢ 40(% $ 112,94 6.0(%
Leverage (2
Consolidatec 228,82 9.7%% $ 70,40¢ 3.00% NA NA
Bank 219,29¢ 9.24% 71,20: 3.0% $ 118,66 5.0(%
December 31, 201
Total risk-based capital (1
Consolidatec 250,83 144% $ 139,16: 8.0(% NA NA
Bank 220,13: 12.7(% 138,66t 8.0% $ 173,33 10.0(%
Tier | risk-based capital (1
Consolidatec 228,97. 13.1% $ 69,54« 4.0(% NA NA
Bank 198,33¢ 11.40% 69,34¢ 40(% $ 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-weighessets.
(2) Ratio is computed in relation to average assets

NA — Not applicable. Regulatory framework does define well capitalized for holding companies..

Included in the capital at December 31, 2012 wé#srilion of subordinated debentures related totthst preferred securities, which

qualified as Tier 1 capital. Bancorp called thestmpreferred securities in December 2013.
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(23) S.Y. Bancorp, Inc. (parent company only)

Condensed Balance Sheets

December 31

(In thousands) 2013 2012
Assets

Cash on deposit with subsidiary be $ 7,457 % 25,90«

Investment in and receivable from subsidia 216,91¢ 204,43:

Securities available for sale (amortized cost Q08 in 2012 — 1,01¢

Other assets 5,23¢ 4,707
Total assets $ 229,60. $ 236,06(
Liabilities and stockholders’ equity

Other liabilities $ 15¢ $ 85

Subordinated debentures — 30,90(

Total stockholders’ equity 229,44 205,07¢
Total liabilities and stockholders’ equity $ 229,60 $ 236,06(
Condensed Statements of Income

Years ended December 3!

(In thousands) 2013 2012 2011
Income- dividends and interest from subsidiar 30,09 $ 10,09 $ 90
Income- interest income from securiti 27 8C 104
Income (loss- other 174 637 (402)
Expenses 7,26( 5,13( 4,654
Income (loss) before income taxes and equity irisinibuted net income of

subsidiary 23,03: 5,671 (4,862)
Income tax benefit (2,589 (1,674 (1,889
Income (loss) before equity in undistributed nebime of subsidiary 25,61 7,351 (2,979
Equity in undistributed net income of subsidiary 1,55¢ 18,45( 26,577
Net income 27,17C $ 25,80 $ 23,60
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Condensed Statements of Cash Flows

Years ended December 3

(in thousands) 2013 2012 2011
Operating activities
Net income $ 27,17C % 25,80. $ 23,60
Adjustments to reconcile net income to net caskigen by operating activitie:
Equity in undistributed net income of subsidial (1,55¢) (18,45() (26,577
Decrease (increase) in receivable from subsidi: (21,89¢) 50 (101
Stock compensation exper 1,94(C 1,481 1,16t
Excess tax benefits from sh- based compensation arrangemt (265) (83) (12%)
Depreciation, amortization and accretion, 1,39¢ — 9
Decrease in other ass: 4,45: 1,96: 3,98:
Increase (decrease) in other liabilities 54k 28 (17)
Net cash provided by operating activities 11,781 10,79( 1,941
Investing activities
Proceeds from maturities of securities availabtestde 1,00¢ — 3,63(
Cash for acquisition, net of cash acquired 8,96: — —
Net cash provided by investing activitie: 9,96: — 3,63(
Financing activities
Repayments of subordinated debent (30,900 — —
Proceeds from stock optio 2,43t 961 70t
Excess tax benefit from shi-based compensation arrangeme 26E 83 12t
Common stock repurchas (331) (20%) (167)
Cash dividends paid (11,670) (10,697) (9,930
Net cash used in financing activities (40,207 (9,857) (9,267
Net (decrease) increase in cas (18,45) 93¢ (3,69¢)
Cash at beginning of year 25,90 24,96¢ 28,66:
Cash at end of yeal $ 745 $ 2590 $ 24,96¢

(24) Segments

Bancorp’s, principal activities include commerdiainking and investment management and trust. Coamsh®anking provides a full range
of loan and deposit products to individual conswsraerd businesses. Commercial banking also inclBdasorp’s mortgage origination and
securities brokerage activity. Investment manageraed trust provides wealth management serviadsding investment management, trust
and estate administration, and retirement plancesy
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Financial information for each business segmemects that which is specifically identifiable otadated based on an internal allocation
method. Income taxes are allocated based on thetie# federal income tax rate adjusted for anyeteempt activity. All tax exempt activity
and provision for loan losses have been allocatéde commercial banking segment. Measuremen¢iddpnance of business segments is
based on the management structure of Bancorp arat isecessarily comparable with similar informatfor any other financial institution.
Information presented is also not necessarily gilie of the segments’ operations if they were paaelent entities.

Principally, all of the net assets of S.Y. Bancdng, are involved in the commercial banking segmdsancorp has goodwill of $682,000
related to the 1996 purchase of a bank in soutlmeliana. This purchase facilitated Bancorp’s egp@min southern Indiana. Goodwill has
been assigned to the commercial banking segment.

Selected financial information by business segrfaitws:

Investment
Commercial management
(In thousands) banking and trust Total
Year ended December 31, 201
Net interest incom $ 77,14: $ 154 % 77,29¢
Provision for loan losse 6,55( — 6,55(
Investment management and trust serv — 16,28 16,28
All other nor-interest income 22,65¢ 61 22,71
Non-interest expense 61,89: 9,461 71,35:
Income before income taxes 31,357 7,041 38,39¢
Tax expense 8,74( 2,48¢ 11,22¢
Net income $ 22617 $ 455 $ 27,17(
Year ended December 31, 201
Net interest incom $ 73,80C $ 15¢ $ 73,95(
Provision for loan losse 11,50( — 11,50(
Investment management and trust serv — 14,27¢ 14,27¢
All other nor-interest income 24,11( 69 24,17¢
Non-interest expense 57,32 8,14¢ 65,47
Income before income taxes 29,087 6,34¢ 35,43¢
Tax expense 7,412 2,22 9,63¢
Net income $ 21678 $ 412¢ $ 25,80:
Year ended December 31, 201
Net interest incom $ 70,59: $ 14C % 70,73
Provision for loan losse 12,60( — 12,60(
Investment management and trust serv — 13,84 13,84:
All other nor-interest income 19,38: 21 19,40:
Non-interest expense 51,86: 7,71¢ 59,58
Income before income taxes 25,51 6,28¢ 31,79¢
Tax expense 5,992 2,19¢ 8,191
Net income $ 19,51¢ $ 408t $ 23,60¢
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(25) Quarterly Operating Results (unaudited)

Following is a summary of quarterly operating rés@naudited) for 2013, 2012 and 2011:

2013
(In thousands, except per share date 4th quarter 3rd quarter 2nd quarter 1st quarter
Interest incomt $ 22,06¢ 22,260 $ 21,29 $ 20,83t
Interest expense 2,22¢ 2,25( 2,31¢ 2,372
Net interest incom 19,84: 20,017 18,97¢ 18,46:
Provision for loan losses 1,57 1,32¢ 1,32¢ 2,32¢
Net interest income after provisi 18,26¢ 18,69: 17,65( 16,13¢
Nor-interest incom 9,811 9,65- 10,311 9,22¢
Nonr-interest expenses 19,38( 17,57 18,827 15,57¢
Income before income tax 8,69¢ 10,77: 9,13¢ 9,78
Income tax expense 2,38¢ 3,091 2,732 3,01¢
Net income $ 6,31< 7,682 $ 6,407 $ 6,76¢
Basic earnings per she $ 0.44 0.5 $ 0.4t $ 0.4¢
Diluted earnings per share 0.43 0.5: 0.4% 0.4¢
2012
4th quarter 3rd quarter 2nd quarter 1st quarter
Interest incomt $ 22,03¢ 21,69: $ 21,36 $ 21,81
Interest expense 3,72¢ 2,891 3,06¢ 3,26
Net interest incom 18,31( 18,79 18,29¢ 18,55(
Provision for loan losses 2,47¢ 2,47¢ 2,47¢ 4,07
Net interest income after provisi 15,83¢ 16,32( 15,82( 14,47¢
Nor-interest incom 10,127 9,79t 9,29( 9,24¢
Nonr-interest expenses 17,18 17,04¢ 16,50¢ 14,73¢
Income before income tax 8,77¢ 9,07( 8,602 8,98¢
Income tax expense 2,26¢ 2,38¢ 2,49¢ 2,48
Net income $ 6,51¢ 6,68 $ 6,102 $ 6,50:
Basic earnings per she $ 0.47 0.4¢ $ 044 $ 0.4i
Diluted earnings per share 0.47 0.4¢ 0.44 0.47
2011
4th quarter 3rd quarter 2nd quarter 1st quarter
Interest incomt $ 21,56¢ 21,61¢ $ 21,56¢ $ 21,28¢
Interest expense 3,55 3,82¢ 3,95¢ 3,97:
Net interest incom 18,01¢ 17,79( 17,611 17,31t
Provision for loan losses 3,10( 4,10(C 2,60( 2,80(
Net interest income after provisi 14,91¢ 13,69( 15,011 14,51¢
Nor-interest incom 9,22¢ 7,85¢ 8,152 8,00t
Nonr-interest expenses 16,72: 13,30z 14,72¢ 14,82°
Income before income tax 7,41¢ 8,24¢ 8,43¢ 7,69:
Income tax expense 1,07¢ 2,472 2,441 2,20z

Net income




$ 6,34: $ 577/ $ 599 $ 5,491

Basic earnings per she $ 0.4¢ $ 04z $ 04: $ 0.4C
Diluted earnings per share 0.4€ 0.42 0.43 0.4(

Note: The sum of earnings per share of each ofitiagters in 2013, 2012 and 2011 may not add tgeh-to-date amount reported in
Bancorp’s consolidated financial statements duetading.
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Report of Independent Registered Public Accountindrirm

To the Board of Directors and Stockholders
S.Y. Bancorp, Inc.:

We have audited the accompanying consolidated balsineets of S.Y. Bancorp, Inc. and subsidiaries Qompany) as of December 31, 2
and 2012, and the related consolidated stateméirisame, comprehensive income, cash flows, anagbésin stockholders’ equity for each
of the years in the three year period ended DeceBhe2013. These consolidated financial statememtshe responsibility of the Compasy’
management. Our responsibility is to express aniopion these consolidated financial statementedasa our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thet dndbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disids in the financial statements. An
audit also includes assessing the accounting ptexused and significant estimates made by maregeas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the consolidated financial statetegeferred to above present fairly, in all matenéspects, the financial position of S.Y.
Bancorp, Inc. and subsidiaries as of December @13 2nd 2012, and the results of their operatioaistiaeir cash flows for each of the years
in the three year period ended December 31, 2@1&nformity with U.S. generally accepted accoupfmninciples.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@’nited States), S.Y.

Bancorp, Inc.’s internal control over financial ogfing as of December 31, 2013, based on critesti@dished innternal Control —

Integrated Framewor(1992) issued by the Committee of Sponsoring Omgitins of the Treadway Commission (COSO), andepiort

dated March 7, 2014 expressed an unqualified opiaiothe effectiveness of the Company'’s internatmd over financial reporting.
(signed) KPMG LLP

Louisville, Kentucky
March 7, 2014
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Management's Report on Consolidated Financial Stateents

The accompanying consolidated financial statemamtsother financial data were prepared by the me&magt of S.Y. Bancorp, Inc.
(Bancorp), which has the responsibility for theegrity of the information presented. The consofiddinancial statements have been preg
in conformity with U.S. generally accepted accongtprinciples and, as such, include amounts tleathar best estimates and judgments of
management with consideration given to materiality.

Management is further responsible for maintainisystem of internal controls designed to providesomable assurance that the books and
records reflect the transactions of Bancorp antlith&stablished policies and procedures are alydbllowed. Management believes that
Bancorp’s system, taken as a whole, provides redderassurance that transactions are executedandance with management’s general or
specific authorization; transactions are recordedexessary to permit preparation of financiakstants in conformity with U.S. generally
accepted accounting principles and to maintain @acibility for assets; access to assets is pewiniitdy in accordance with management’s
general or specific authorization, and the reco=mbuntability for assets is compared with thetéxy assets at reasonable intervals and
appropriate action is taken with respect to anfedéhces.

Management also seeks to assure the objectivityraedrity of Bancorp’s financial data by the calefelection and training of qualified
personnel, an internal audit function and orgaroral arrangements that provide an appropriatesidini of responsibility.

KPMG LLP, the independent registered public acciognirm that audited the consolidated financialtstments of Bancorp included in this
Annual Report on Form 10-K, has issued a repoBamcorp’s internal control over financial reportiag of December 31, 2013. The report
expresses an unqualified opinion on the effectigerm# Bancorp’s internal control over financial ogjng as of December 31, 2013.

The Board of Directors provides its oversight rfaethe consolidated financial statements throdghAudit Committee. The Audit
Committee meets periodically with management, tibernal auditors, and the independent auditor$) eaa private basis, to review matters
relating to financial reporting, the internal catsystems, and the scope and results of auditteffbhe internal and independent auditors
have unrestricted access to the Audit Committeth and without the presence of management, to sisaocounting, auditing, and financial
reporting matters. The Audit Committee also recomaisethe appointment of the independent auditoBotrd of Directors, and ultimately
has sole authority to appoint or replace the inddpat auditors.

/s/ David P. Heintzma
David P. Heintzmau
Chairman and Chief Executive Offic

/s/ Nancy B. Davit
Nancy B. Davis
Executive Vice President and Chief Financial Offi
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Item 9. Changes in and Disagreements with Accountants on Acunting and Financial Disclosure
None

Item 9A. Controls and Procedures

Bancorp maintains disclosure controls and procedddesigned to ensure that it is able to collecirtfegmation it is required to disclose in 1
reports it files with the Securities and Exchangenthission (SEC), and to process, summarize antbdisthis information within the time
periods specified in the rules of the SEC. Bagetheir evaluation of Bancorp’s disclosure contiantsl procedures which took place as of
December 31, 2013, the Chief Executive and Chieékéial Officers believe that these controls artedures are effective to ensure that
Bancorp is able to collect, process and disclosértformation it is required to disclose in theasp it files with the SEC within the required
time periods.

Based on the evaluation of Bancorp’s disclosurdérotsiand procedures by the Chief Executive angfIinancial Officers, no changes
occurred during the fiscal quarter ended DecembeP@13 in Bancorp’s internal control over financgporting that has materially affected,
or is reasonably likely to materially affect, Banga internal control over financial reporting.
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Management’s Report on Internal Control Over Finandal Reporting

The management of S.Y. Bancorp, Inc. and subsi&igBancorp) is responsible for establishing anthtaiaming adequate internal control
over financial reporting. Bancorp’s internal camhtover financial reporting is a process designedeu the supervision of Bancorp’s Chief
Executive Officer and Chief Financial Officer, agifiected by Bancorp’s board of directors, manageraed other personnel, to provide
reasonable assurance regarding the reliabilitynaiicial reporting and the preparation of finansiatements for external purposes in
accordance with U.S. generally accepted accouptimgiples. This process includes those policies grocedures that:

1. Pertain to the maintenance of records, that inomesle detail, accurately and fairly reflect trensactions and
dispositions of the assets of Bancorp;

2. Provide reasonable assurance that transactioms@reled as necessary to permit preparation offiahstatements in
accordance with U.S. generally accepted accoumptimgiples, and that receipts and expendituresasfddrp are being
made only in accordance with authorizations of ngenaent and directors of Bancorp; and

3. Provide reasonable assurance regarding preventiimely detection of unauthorized acquisition, oselisposition of
Bancorp’s assets that could have a material effie¢he financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadegjbecause of changes in conditions, or
that the degree of compliance with policies or pthaes may deteriorate.

Management has assessed the effectiveness ofeiteahcontrol over financial reporting as of Det®m31, 2013, based on the control
criteria established in a report entitledernal Control — Integrated Frameworkssued by the Committee of Sponsoring Organinatio
(COSO) of the Treadway Commission. Based on sasbssment, management has concluded that Banadgsizal control over financial
reporting is effective as of December 31, 2013.

KPMG LLP, the independent registered public acciogntirm that audited the consolidated financialtetments of Bancorp included in this
Annual Report on Form 10-K, has issued a repoBamcorp’s internal control over financial reportiag of December 31, 2013. The report
expresses an unqualified opinion on the effectigerm# Bancorp’s internal control over financial ogjng as of December 31, 2013.

/s/ David P. Heintzma
David P. Heintzmau
Chairman and Chief Executive Offic

/s/ Nancy B. Davit
Nancy B. Davis
Executive Vice President and Chief Financial Offi
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Report of Independent Registered Public Accountindrirm

To the Board of Directors and Stockholders
S.Y. Bancorp, Inc.:

We have audited S.Y. Bancorp, Inc.’s (the Comp3gripternal control over financial reporting as ofd@mber 31, 2013, based on criteria
established imnternal Control — Integrated Framewo(k992) issued by the Committee of Sponsoring Omgditins of the Treadway
Commission (COSO). The Company’s management ionssple for maintaining effective internal contoser financial reporting and for its
assessment of the effectiveness of internal cootret financial reporting, included in the accomyag Management Report on Internal
Control Over Financial ReportingOur responsibility is to express an opinion o& @ompany’s internal control over financial repugti
based on our audit.

We conducted our audit in accordance with the statgdof the Public Company Accounting OversightriBq&nited States). Those stande
require that we plan and perform the audit to obtaasonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordwar financial reporting, assessing the
that a material weakness exists, and testing aald&ing the design and operating effectivenesstefnal control based on the assessed risk.
Our audit also included performing such other pdoces as we considered necessary in the circunestase believe that our audit provides
a reasonable basis for our opinion.

A company'’s internal control over financial repodiis a process designed to provide reasonableaassuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantegeinerally accepted accounting
principles. A company'’s internal control over firgad reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshef assets of the company; (2) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financékstents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeionrdgcordance with authorizations of
management and directors of the company; and (Bjige reasonable assurance regarding preventiomely detection of unauthorized
acquisition, use, or disposition of the companygseds that could have a material effect on then@iizh statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Also, projections of any
evaluation of effectiveness to future periods afgect to the risk that controls may become inadegibecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, S.Y. Bancorp, Inc. maintained, ihnaaterial respects, effective internal controeofinancial reporting as of December 31,
2013, based on criteria establishedniternal Control — Integrated Framewo(k992) issued by the Committee of Sponsoring Orgditns
of the Treadway Commission.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the consolidated
balance sheets of S.Y. Bancorp, Inc. and subsidias of December 31, 2013 and 2012, and thedelatesolidated statements of income,
comprehensive income, cash flows, and changesdkisblders’ equity for each of the years in the#iyear period ended December 31,
2013, and our report dated March 7, 2014 expregsedhqualified opinion on those consolidated finangtatements.

(signed) KPMG LLP
Louisville, Kentucky

March 7, 2014
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Item 9B. Other Information
None
Part 11l
Item 10. Directors, Executive Officers and Corpoate Governance

Information regarding the directors and executiffieers of Bancorp is incorporated herein by refeeeto the discussion under the headings,
“ITEM 1. ELECTION OF ELEVEN DIRECTORS,” and “SECTND16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCEN
Bancorp’s Proxy Statement to be filed with the $ities and Exchange Commission for the 2014 Anieting of Shareholders (“Proxy
Statement”) and the section captioned EXECUTIVE [@ERS OF THE REGISTRANT in this Form 10-K.

Information regarding the Audit Committee is incorgted herein by reference to the discussion uthdeneading, “BOARD OF
DIRECTORS’ MEETINGS AND COMMITTEES” in Bancorp’s Bxy Statement.

Information regarding principal occupation of di@s of Bancorp follows:

Charles R. Edinger, Ill — President, J. Edinger&sSInc.;

David P. Heintzman — Chairman and Chief Executifc€r, S.Y. Bancorp, Inc. and Stock Yards Bank &3t Company;
Carl G. Herde — Vice President of Finance and Chie&ncial Officer, Baptist Healthcare System, jnc.

James A. Hillebrand —President, S.Y. Bancorp, &md Stock Yards Bank & Trust Company;

Richard A. Lechleiter — Retired. Former Executivied/President and Chief Financial Officer, Kindiggalthcare, Inc.;
Bruce P. Madison — Chief Executive Officer, Plun®8upply Company, Inc.;

Richard Northern — Partner, Wyatt, Tarrant & Combs

Stephen M. Priebe — President, Hall Contracting

Nicholas X. Simor— President and Chief Executive Officer, PublishHeristing Company, LLC;

Norman Tasma— President, Tasman Industries Inc. and Tasman Plideessing Inc.;

Kathy C. Thompson — Senior Executive Vice Presid8nY. Bancorp, Inc. and Stock Yards Bank & Trushipany.

The Board of Directors of Bancorp has adopted & adcethics for its chief executive officer andditial executives. A copy of the code of
ethics is filed as an exhibit to this Annual Report

Item 11. Executive Compensation

Information regarding the compensation of Bancogxscutive officers and directors is incorporatecein by reference to the discussion
under the heading, “EXECUTIVE COMPENSATION AND OTRENFORMATION — REPORT ON EXECUTIVE COMPENSATIONN
Bancorp’s Proxy Statement.

Information regarding the Compensation Committdadsrporated herein by reference to the discussiater the heading,
“TRANSACTIONS WITH MANAGEMENT AND OTHERS” in Banc@r’s Proxy Statement. The report of the Compensa@iommittee
shall not be deemed filed for purposes of Sect®oflithe Securities Exchange Act of 1934 or othsevgubject to the liabilities of that
section, nor shall it be deemed soliciting matesiasubject to Regulation 14A of the Exchange Adhoorporated by reference in any filing
under the Exchange Act or the Securities Act of31@Xcept as shall be expressly set forth by sipeaeiference in such filing.

98




Table of Contents

Item 12. Security Ownership of Certain BeneficiaDwners and Management and Related Stockholder Matts

The information required by this item is incorp@dherein by reference to the discussion undendlaedings, “ITEM 1. ELECTION OF
ELEVEN DIRECTORS” and “SECURITY OWNERSHIP OF CERTMABENEFICIAL OWNERS AND MANAGEMENT,” in Bancorp’s

Proxy Statement.

The information required by this item concerningliggcompensation plan information is included iot&l 16 of the Notes to Consolidated
Financial Statements.

Item 13. Certain Relationships and Related Transgions, and Director Independence

The information required by this item is incorp@dherein by reference to the discussion undendhaeings, “ITEM 1. ELECTION OF
ELEVEN DIRECTORS” and “TRANSACTIONS WITH MANAGEMENTRND OTHERS,” in Bancorp’s Proxy Statement.

Item 14. Principal Accounting Fees and Services

The information required by this item is incorp@dherein by reference to the discussion unden¢hding, “REPORT OF THE AUDIT
COMMITTEE” in Bancorp’s Proxy Statement.

Part IV
Item 15. Exhibits and Financial Statement Schedabk
(8 1. The following financial statements are includedhis Form 10-K:

Consolidated Balance She— December 31, 2013 and 20

Consolidated Statements of Inco- years ended December 31, 2013, 2012 and

Consolidated Statements of Comprehensive Inc- years ended December 31, 2013, 2012 and
Consolidated Statements of Changes in Stockh¢ Equity - years ended December 31, 2013, 2012 and
Consolidated Statements of Cash Fl- years ended December 31, 2013, 2012 and

Notes to Consolidated Financial Statems

Report of Independent Registered Public AccourfEing

(@) 2. List of Financial Statement Schedules

Schedules to the consolidated financial statenarBancorp are omitted since they are either ngtired under the related
instructions, are inapplicable, or the requireadinfation is shown in the consolidated financiatesteents or notes thereto.
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() 3. List of Exhibits

2.1 Agreement and Plan of Merger by and among THE BAICImc., S.Y. Bancorp, Inc. and Sanders Merger, $ub on
December 19, 2012. Exhibit 2.1 to For-K filed December 19, 2012, is incorporated by refice herein
2.2 First Amendment to Agreement and Plan of Mergeediats of February 26, 2013 by and among S.Y. Bantae., Sanders
Merger Sub, LLC, and THE BANCorp, Inc. Exhibit 2&2form S-4 (File No. 333-186930) filed February, 2013, is
incorporated by reference here
3.1 Amended and Restated Articles of Incorporation afh@&rp filed with the Secretary of State of Kenguok April 23, 2008.
Exhibit 3.1 to Form -K filed April 28, 2008, is incorporated by referenicerein
.2 Bylaws of Bancorp as currently in effect. Exhibi2 3o Form K filed April 28, 2008, is incorporated by referenleerein
2 Second Amended and Restated Articles of Incorpmmaif S.Y. Bancorp, Inc., filed with the SecretafyState of Kentucky o
April 25, 2013. Exhibit 3.1 to Form-K filed April 25, 2013, is incorporated by referenigerein
10.1* S.Y. Bancorp, Inc. Amended And Restated 1995 Shockntive Plan. Exhibit 10.1 to Annual Report onRdl0-K for the
year ended December 31, 2001, of Bancorp is incatpd by reference here
10.2* Stock Yards Bank & Trust Company Executive NondieiDeferred Compensation Plan (as Amended anthieelsin 2009
as filed as Exhibit 10.4 to Forn-K filed on December 19, 2008, is incorporated tfgmence hereir
10.3* Stock Yards Bank & Trust Company Director NonquetifDeferred Compensation Plan (as Amended andfeesin 2009),
as filed as Exhibit 10.3 to Forn-K filed on December 19, 2008, is incorporated tgmnce hereir
10.4* Form of Stock Yards Bank & Trust Company Executidanqualified Deferred Compensation Plan Employent€loution
Agreement, as filed as Exhibit 10.3 to For-K filed on October 23, 2006, is incorporated byrehce hereir
10.5* Stock Yards Bank & Trust Company 2009 Restatedd@dbificers Security Plan Exhibit 10.1 to FornkK&iled December 1¢
2008, is incorporated by reference her
10.10* Form of Change in Control Severance Agreement (Roiter, Hoeck and Dishman), Exhibit 10.5 to Fori iled
January 27, 2010, is incorporated by referenceirie
10.11* S.Y. Bancorp, Inc. 2005 Stock Incentive Plan. EitHib.1 to Form -K filed May 2, 2005, is incorporated by referenesdin.
10.12* Amendment No. 1 to S. Y. Bancorp, Inc. 2005 Staalehtive Plan, as filed as Exhibit 10.1 to Form 8k&d on April 22,
2010, is incorporated by reference her
10.13* Form of Employer Contribution Agreement, Nancy BaWRarticipant, as filed as Exhibit 10.4 to Forr{ 8led on
October 23, 20086, is incorporated by referenceihe
10.14* Terms of Restricted Stock Program, as filed as l&ixhD.1 to Form 8-K filed on February 26, 2007insorporated by
reference hereir
10.15* Form of Restricted Stock Agreement (3 year vestiag)filed as Exhibit 10.2 to Form 8-K filed on Fedry 26, 2007, is
incorporated by reference here
10.16* Form of Stock Option Grant and Agreement (6 mort®ting), as filed as Exhibit 10.1 to FornK&led on January 19, 200
is incorporated by reference here
10.17* Form of Stock Option Grant and Agreement (5 yeating), as filed as Exhibit 10.2 to Form 8-K filed January 19, 2006, is
incorporated by reference here
10.18" Form of Stock Appreciation Right Grant Agreementr(6nth vesting), as filed as Exhibit 10.1 to For{ 8led on
February 22, 2008, is incorporated by referenceihe
10.19* Form of Stock Appreciation Right Grant Agreemeny€ar vesting), as filed as Exhibit 10.2 to Forrd 8led on February 2:
2008, is incorporated by reference her
10.20* Form of Indemnification Agreement between StockdéaBank & Trust Company, S.Y. Bancorp, Inc. ancheaember of the
Board of Directors. Exhibit 10.3 to Annual RepomntiBorm 10-K for the year ended December 31, 200Baacorp is
incorporated by reference here
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Form of Restricted Stock Award Agreement (5 yeating) between S.Y. Bancorp, Inc. and each recipé&restricted stock.
Exhibit 10.21 to Annual Report on Form 10-K for tyear ended December 31, 2010, of Bancorp is imcatpd by reference
herein.
Form of Director Restricted Stock Award Agreemenyéar vesting) between S.Y. Bancorp, Inc. and eaember of the
Board of Directors. Exhibit 10.22 to Annual Repont Form 10-K for the year ended December 31, 26flBancorp is
incorporated by reference here
Amendment No. 2 to the S. Y. Bancorp, Inc. 200x&tacentive Plan, as filed as Exhibit 10.1 to F@+K filed on April 22,
2011, is incorporated by reference her
Form of S.Y. Bancorp, Inc. Restricted Stock Unia@rAgreement for grants prior to 2014, as filed&Eabibit 10.2 to Form 8-
K filed on April 22, 2011, is incorporated by redece herein
Form of Stock Appreciation Right Grant Agreemenyé€ar vesting) between S.Y. Bancorp, Inc. and eacipient of stock
appreciation rights. Exhibit 10.25 to Annual RepamtForm 10-K for the year ended December 31, 26flBancorp is
incorporated by reference here
Form of S.Y. Bancorp, Inc. Restricted Stock Unia@rAgreement 2012 and Amendment thereto, asdiexhibit 10.1 to
Form &K filed on March 20, 2013, is incorporated by refere herein
Form of Annual Cash Incentive Plan, as filed asiBki0.1 to Form 8-K filed on April 26, 2013, isdorporated by reference
herein.
Amendment No. 3 to the S. Y. Bancorp, Inc. 200x&stacentive Plan, as filed as Exhibit 10.1 to F@+K filed on
November 22, 2013, is incorporated by referenceihe
Amendment No. 1 to the Director Nonqualified DeéehlCompensation Plan, as filed as Exhibit 10.20F8-K filed on
November 22, 2013, is incorporated by referenceihe
Form of Director Restricted Stock Unit Award Agresmh as filed as Exhibit 10.3 to Form 8-K filed November 22, 2013, is
incorporated by reference here
Form of Amended and Restated Change in Controlr@aee Agreement (for David Heintzman, Ja Hillebratathy
Thompson and Nancy Davis), as filed as Exhibit 16.Eorm 8-K filed on December 17, 2013, is incogted by reference
herein.
Form of Annual Cash Bonus Plan (as amended Deceb@h@013), as filed as Exhibit 10.2 to Form 8-k¢dion
December 17, 2013, is incorporated by referenceiine
Form of Restricted Stock Unit Grant Agreement frargs awarded 2014 and later, as filed as ExhibB 1o Form 8-K filed
on December 17, 2013, is incorporated by referéecein.
Code of Ethics for the Chief Executive Officer dfidancial Executives
Subsidiaries of the Registra
Consent of Independent Registered Public Accourking.
Certifications pursuant to Section 302 of the Saé-Oxley Act by David P. Heintzma
Certifications pursuant to Section 302 of the Saek-Oxley Act by Nancy B. Davis
Certifications pursuant to 18 U.S.C. Section 1280Adopted Pursuant to Section 906 of the Sarb@mésy Act of 2002 by
David P. Heintzmar
Certifications pursuant to 18 U.S.C. Section 1Z80Adopted Pursuant to Section 906 of the Sarb@mé=y Act of 2002 by
Nancy B. Davis
The following financial statements from the S.Y nBarp, Inc. December 31, 2013 Annual Report on FborK, filed on
March 7, 2014, formatted in eXtensible Businessdriipy Language (XBRL):

(1) Consolidated Balance Sheets

(2) Consolidated Statements of Income

(3) Consolidated Statements of Comprehensive Income

(4) Consolidated Statements of Cash Flows

(5) Consolidated Statements of Changes in Stockhnsl&Equity

(6) Notes to Consolidated Financial Statem:

* Indicates matters related to executive compeosair other management contracts.
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Copies of the foregoing Exhibits will be furnishiedothers upon request and payment of Bancorp®oresble expenses in furnishing the
exhibits.

(b)  Exhibits
The exhibits listed in response to Item 15(a) 3fided or furnished as a part of this report.
(c) Financial Statement Schedules
None
Where You Can Find More Information

Bancorp is subject to the informational requirersenftthe Securities Exchange Act of 1934 and adeglylfiles its annual report on

Form 10-K, quarterly reports on Form 10-Q, curmemorts on Form 8-K, proxy statements and otherimétion with the Securities and
Exchange Commission (“SEC”). The public may read eopy any materials filed with the SEC at the SHRLiblic Reference Room at 100
F Street, NE, Washington, DC 20549. Please calBEC at (800) SEC-0330 for further informatiortio@ Public Reference Room.
Bancorp’s public filings are also maintained on 8tC'’s Internet site that contains reports, praxy mformation statements and other
information regarding issuers that file electroficaith the SEC. The address of that web sititip://www.sec.goy . In addition, Bancor®
annual report on Form 10-K, quarterly reports omi60-Q, current reports on Form 8-K and amendmientisose reports filed or furnished
pursuant to Section 13(a) or 15(d) of the Exchakgiemay be accessed free of charge through Bansareb site after we have electronically
filed such material with, or furnished it to, thEG. The address of that web site is http://www.cyin .
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Signatures

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

March 7, 201« S.Y. BANCORP, INC

BY: /s/ David P. Heintzma
David P. Heintzmau
Chairman and
Chief Executive Office

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in the capacities and on thesdatlicated.

/s/ David P. Heintzma Chairman, Chief Executive Officer and Director March 7, 2014
David P. Heintzmau (principal executive officer)
/s James A. Hillebran President and Director March 7, 2014
James A. Hillebran
/sl Nancy B. Davit Executive Vice President and Chief Financial March 7, 2014
Nancy B. Davis Officer (principal financial and accounting

officer)
/s/ Charles R. Edinger, | Director March 7, 2014
Charles R. Edinger, Il
/sl Carl G. Herd: Director March 7, 2014
Carl G. Herde
/s/ Richard A. Lechleite Director March 7, 2014

Richard A. Lechleite

/s/ Bruce P. Madiso Director March 7, 2014
Bruce P. Madisol

/s/ Richard Norther Director March 7, 2014
Richard Northert

/sl Stephen M. Priek Director March 7, 2014
Stephen M. Prieb

/s/ Nicholas X. Simol Director March 7, 2014
Nicholas X. Simor

/s/ Norman Tasma Director March 7, 2014
Norman Tasma

/sl Kathy C. Thompso Senior Executive Vice President and Director March 7, 2014
Kathy C. Thompsoil
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Index to Exhibits

Exhibit Number
2.1

2.2

10.2*

10.3*

10.4*

10.5*
10.10°
10.11°
10.12
10.13
10.14*
10.15
10.16*
10.17*
10.18°
10.19°

10.20*

Agreement and Plan of Merger by and among THE BAICImc., S.Y. Bancorp, Inc. and Sanders Merger, $ub on
December 19, 2012. Exhibit 2.1 to For-K filed December 19, 2012, is incorporated by refice herein

First Amendment to Agreement and Plan of Mergeediats of February 26, 2013 by and among S.Y. Bandoc.,
Sanders Merger Sub, LLC, and THE BANCorp, Inc. BitH2.2 to form S-4 (File No. 333-186930) filed Febry 27, 2013,
is incorporated by reference here

Amended and Restated Articles of Incorporation af@rp filed with the Secretary of State of Kentuok April 23, 2008
Exhibit 3.1 to Form -K filed April 28, 2008, is incorporated by referenicerein

Bylaws of Bancorp as currently in effect. Exhibi2 3o Form K filed April 28, 2008, is incorporated by referenleerein
Second Amended and Restated Articles of Incorpamaif S.Y. Bancorp, Inc., filed with the SecretafyState of Kentucky
on April 25, 2013. Exhibit 3.1 to Forn-K filed April 25, 2013, is incorporated by referenigerein

S.Y. Bancorp, Inc. Amended And Restated 1995 Shockntive Plan. Exhibit 10.1 to Annual Report onRd.0-K for the
year ended December 31, 2001, of Bancorp is incatpd by reference here

Stock Yards Bank & Trust Company Executive NondieadiDeferred Compensation Plan (as Amended anthielsin
2009), as filed as Exhibit 10.4 to Forr-K filed on December 19, 2008, is incorporated Hgnence hereir

Stock Yards Bank & Trust Company Director NonquetifDeferred Compensation Plan (as Amended andfeesin
2009), as filed as Exhibit 10.3 to Forr-K filed on December 19, 2008, is incorporated gnence hereir

Form of Stock Yards Bank & Trust Company Executianqualified Deferred Compensation Plan Employent@bution
Agreement, as filed as Exhibit 10.3 to For-K filed on October 23, 2006, is incorporated byerehce hereir

Stock Yards Bank & Trust Company 2009 Restatedd@ébificers Security Plan Exhibit 10.1 to Form &iled
December 19, 2008, is incorporated by referenceine

Form of Change in Control Severance Agreement (foiter, Hoeck and Dishman), Exhibit 10.5 to Forik Bled
January 27, 2010, is incorporated by referenceirie

S.Y. Bancorp, Inc. 2005 Stock Incentive Plan. EiHiB.1 to Form 8-K filed May 2, 2005, is incorpted by reference
herein.

Amendment No. 1 to S. Y. Bancorp, Inc. 2005 Staalehtive Plan, as filed as Exhibit 10.1 to Form 8kd on April 22,
2010, is incorporated by reference her

Form of Employer Contribution Agreement, Nancy BaWRarticipant, as filed as Exhibit 10.4 to Forrd 8led on
October 23, 20086, is incorporated by referenceihe

Terms of Restricted Stock Program, as filed as l&ixhD.1 to Form 8-K filed on February 26, 2007insorporated by
reference hereir

Form of Restricted Stock Agreement (3 year vestiag)filed as Exhibit 10.2 to Form 8-K filed on Fe#ry 26, 2007, is
incorporated by reference here

Form of Stock Option Grant and Agreement (6 mortsting), as filed as Exhibit 10.1 to Form 8-K dilen January 19,
2006, is incorporated by reference her

Form of Stock Option Grant and Agreement (5 yeating), as filed as Exhibit 10.2 to Fornk8filed on January 19, 200
is incorporated by reference here

Form of Stock Appreciation Right Grant Agreementr(énth vesting), as filed as Exhibit 10.1 to ForK 8led on
February 22, 2008, is incorporated by referenceihe

Form of Stock Appreciation Right Grant Agreemenyé€ar vesting), as filed as Exhibit 10.2 to Forrd{ 8led on
February 22, 2008, is incorporated by referenceihe

Form of Indemnification Agreement between StockdéaBank & Trust Company, S.Y. Bancorp, Inc. ancheaember of
the Board of Directors. Exhibit 10.3 to Annual Repmn Form 10-K for the year ended December 31,1260Bancorp is
incorporated by reference here
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Form of Restricted Stock Award Agreement (5 yeating) between S.Y. Bancorp, Inc. and each recippérestricted
stock. Exhibit 10.21 to Annual Report on Form 1@eKthe year ended December 31, 2010, of Bancanzaporated by
reference hereir
Form of Director Restricted Stock Award Agreemenyéar vesting) between S.Y. Bancorp, Inc. and eaember of the
Board of Directors. Exhibit 10.22 to Annual Repont Form 10-K for the year ended December 31, 26flBancorp is
incorporated by reference here
Amendment No. 2 to the S. Y. Bancorp, Inc. 200x&tacentive Plan, as filed as Exhibit 10.1 to F@+K filed on
April 22, 2011, is incorporated by reference her
Form of S.Y. Bancorp, Inc. Restricted Stock Unia@rAgreement for grants prior to 2014, as filed&abibit 10.2 to
Form &K filed on April 22, 2011, is incorporated by redace hereir
Form of Stock Appreciation Right Grant Agreemenyé€ar vesting) between S.Y. Bancorp, Inc. and eacipient of stock
appreciation rights. Exhibit 10.25 to Annual RepamtForm 10-K for the year ended December 31, 26flBancorp is
incorporated by reference here
Form of S.Y. Bancorp, Inc. Restricted Stock Unia@rAgreement 2012 and Amendment thereto, asdideixhibit 10.1 t
Form &K filed on March 20, 2013, is incorporated by refere herein
Form of Annual Cash Incentive Plan, as filed asikixi0.1 to Form 8-K filed on April 26, 2013, isdorporated by
reference hereir
Amendment No. 3 to the S. Y. Bancorp, Inc. 200x&stacentive Plan, as filed as Exhibit 10.1 to F@+K filed on
November 22, 2013, is incorporated by referenceihe
Amendment No. 1 to the Director Nonqualified DeéellCompensation Plan, as filed as Exhibit 10.20F8-K filed on
November 22, 2013, is incorporated by referenceihe
Form of Director Restricted Stock Unit Award Agresmh as filed as Exhibit 10.3 to FornmK8filed on November 22, 201
is incorporated by reference here
Form of Amended and Restated Change in Controlr@aee Agreement (for David Heintzman, Ja Hillebratathy
Thompson and Nancy Davis), as filed as Exhibit 16.Eorm 8-K filed on December 17, 2013, is incogted by reference
herein.
Form of Annual Cash Bonus Plan (as amended Deceb@h@013), as filed as Exhibit 10.2 to Form 8-dion
December 17, 2013, is incorporated by referenceiine
Form of Restricted Stock Unit Grant Agreement frargs awarded 2014 and later, as filed as ExhibB 1o Form & filed
on December 17, 2013, is incorporated by referéecein.
Code of Ethics for the Chief Executive Officer dfidancial Executives
Subsidiaries of the Registra
Consent of Independent Registered Public Accourking.
Certifications pursuant to Section 302 of the Saé-Oxley Act by David P. Heintzma
Certifications pursuant to Section 302 of the Saek-Oxley Act by Nancy B. Davis
Certifications pursuant to 18 U.S.C. Section 1280Adopted Pursuant to Section 906 of the Sarb@méss Act of 2002
by David P. Heintzmar
Certifications pursuant to 18 U.S.C. Section 1280Adopted Pursuant to Section 906 of the Sarb@mé=sy Act of 2002
by Nancy B. Davis
The following financial statements from the S.Y nBarp, Inc. December 31, 2013 Annual Report on FborK, filed on
March 7, 2014, formatted in eXtensible Businessdriipy Language (XBRL):

(1) Consolidated Balance Sheets

(2) Consolidated Statements of Income

(3) Consolidated Statements of Comprehensive Income

(4) Consolidated Statements of Cash Flows

(5) Consolidated Statements of Changes in Stocknsl&Equity

(6) Notes to Consolidated Financial Statem:

* Indicates matters related to executive compeosair other management contracts.
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EXHIBIT 14
Code of Ethics for the Chief Executive Officer andFinancial Executives

S.Y. Bancorp, Inc. and Stock Yards Bank & Trust @amy are strongly committed to conducting busing#is honesty and integrity and in
compliance with all applicable laws and regulatiddenior financial officers hold an important pmsitin our corporate governance structure
because of their role in balancing, protecting praserving the interests of all of our stakehold&hss Code of Ethics for the Chief Execut
Officer and Financial Executives contains spegifiaciples to which the Chief Executive OfficergeBident, Chief Financial Officer,
Controller and other financial, accounting and dtes officers (the “Financial Officers”) are expedtto adhere. This Code of Ethics is
intended to supplement the general corporate cbdenaluct.

This code is intended to be our Code of EthicsSlemior Financial Officers pursuant to the provisiof Section 406 of the Sarbanes-Oxley
Act of 2002 and related rules of the Securities Brchange Commission.

All Financial Officers will:

1. Act with honesty and integrity, avoiding actualamparent conflicts of interest in personal and gssibnal relationships.
2. Provide our stakeholders with information thatdswrate, complete, objective, relevant, timely anderstandable.
3. Comply with rules and regulations of federal, statevincial and local governments, and other appate private and public

regulatory agencies.

4. Act in good faith, responsibly, with due care, catgmce and diligence, without misrepresenting raticts or allowing one’s
independent judgment to be subordinated.

5. Respect the confidentiality of information acquiredhe course of ons'work except when authorized or otherwise legaitijgated
to disclose. Confidential information acquired e ttourse of one’s work will not be used for pee@uvantage.

6. Share knowledge and maintain skills important aieant to our stakeholders’ needs.

7. Proactively promote ethical behavior as a respdagidrtner among peers in one’s work environment.

8. Achieve responsible use of and control over aktsand resources employed or entrusted to us.

9. Report known or suspected violations of this Cadadcordance with all applicable rules of procedure

10. Be accountable for adhering to this Code.

11. Not unduly or fraudulently influence, coerce, mangte or mislead any authorized audit or interfeith any auditor engaged in the

performance of an internal or independent audduwffinancial statements or accounting books andros.

We will promptly disclose the nature of any amendmet (other than administrative or non-substantive amendments) to or waiver fron
this Code of Ethics as may be required by applicablrules of the Securities and Exchange Commissiom@the NASDAQ.




EXHIBIT 21
S.Y. Bancorp, Inc. Subsidiaries
Stock Yards Bank & Trust Company, a Kentucky Bagkorporation

1040 East Main Street
Louisville, KY 40206




Exhibit 23
Consent of Independent Registered Public Accountingirm

The Board of Directors
S.Y. Bancorp, Inc.:

We consent to the incorporation by reference inrégéstration statements Nos. 333-128809, 333-12888-96740, 33-96742, and 33B853(
on Form S-8 and No. 33-96744 on For8 8t S.Y. Bancorp, Inc. of our reports dated Marc2014, with respect to the consolidated bal
sheets of the S.Y. Bancorp, Inc. and subsidiasesf @ecember 31, 2013 and 2012, and the relatesbtidated statements of income,
comprehensive income, cash flows, and changesdkisvlders’ equity for each of the years in the#hyear period ended December 31,
2013, and the effectiveness of internal controlrdiveancial reporting as of December 31, 2013, Whigports appear in the December 31,
2013 annual report on Form 10-K of S.Y. Bancorg, In

(signed) KPMG LLF

Louisville, Kentucky

March 7, 201+




Exhibit 31.1
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT
I, David P. Heintzman, certify that:
1. I have reviewed this annual report on Form 16fI5.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 we have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedoides 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 toeriod in which this report is being prepared;

b) designed such internal control over financiglorting, or caused such internal control over foiahreporting to be designed under
supervision, to provide reasonable assurance rieggiite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

¢) evaluated the effectiveness of the registratisslosure 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 reportiftat occurred during the registrant’s most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, ttegistrant’s internal 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 weadges in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regigfeability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that invelveanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting.

Date: March 7, 2014 By: /s/ David P. Heintzma
David P. Heintzman,
Chairman and
Chief Executive Office




Exhibit 31.2
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT
I, Nancy B. Davis, certify that:
1. I have reviewed this annual report on Form 16fI5.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 we have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedoides 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 toeriod in which this report is being prepared;

b) designed such internal control over financiglorting, or caused such internal control over foiahreporting to be designed under
supervision, to provide reasonable assurance rieggiite reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

¢) evaluated the effectiveness of the registratisslosure 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 reportiftat occurred during the registrant’s most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, ttegistrant’s internal 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 weadges in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regigfeability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that invelveanagement or other employees who have a sigmifiole in the registrant’s internal
control over financial reporting.

Date: March 7, 2014 By: /s/ Nancy B. Davit
Nancy B. Davis, Executive Vic
President, Treasurer and Chief
Financial Officer




Exhibit 32.1

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 annual report of S.Y. Bamgdnc. on Form 10-K for the period ending Decenidig 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: March 7, 2014 By: /s/ David P. Heintzma
David P. Heintzmar
Chairman ant
Chief Executive 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.




Exhibit 32.2

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 annual report of S.Y. Bamgdnc. on Form 10-K for the period ending Decenidig 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: March 7, 2014 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.




