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STOCK YARDS BANCORP, INC. AND SUBSIDIARY
Consolidated Balance Sheets
June 30, 2014 and December 31, 2013
(In thousands, except share data)

Assets

Cash and due from ban
Federal funds sol

Cash and cash equivalel
Mortgage loans held for sa
Securities available for sale (amortized cost dfZ804 in 2014 and $493,066 in 20:
Federal Home Loan Bank stock and other secul
Loans
Less allowance for loan loss

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

Total asset

Liabilities and Stockholders’ Equity
Deposits:
Nonr-interest bearin
Interest bearini
Total deposit:
Securities sold under agreements to repurc
Federal funds purchas
Accrued interest payab
Other liabilities
Federal Home Loan Bank advan
Total liabilities
Stockholder' equity:
Preferred stock, no par value. Authorized 1,000 £ltfres; no shares issued or outstan

Common stock, no par value. Authorized 20,000,0G0es; issued and outstanding 14,665,068 and

14,608,556 shares in 2014 and 2013, respect
Additional paic-in capital
Retained earning
Accumulated other comprehensive inca

Total stockholder equity

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

2

June 30, December 31
2014 2013
(Unaudited)

$ 57,36 $ 34,51¢
37,89¢ 36,25!

95,26! 70,77(

4,162 1,75

414,49( 490,03:

6,34 7,34

1,799,79 1,721,35!
29,76. 28,52
1,770,033 1,692,82
39,24¢ 39,81

29,65( 29,18(

5,52 5,712

46,66( 51,82«

$ 2,411.37" $ 2,389,26:
$ 462,37¢ $ 423,35(
1,525,011 1,557,58
1,987,39! 1,980,93
56,47¢ 62,61t

59,01« 55,29¢

132 12¢€

28,67 26,51+«

36,06 34,32¢
2,167,76. 2,159,81!
9,76¢ 9,581

35,24: 33,25¢

197,56¢ 188,82!
1,03¢ (2,217

243,61 229,44

$ 2,411.37" $ 2,389,26:
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STOCK YARDS BANCORP, INC. AND SUBSIDIARY
Consolidated Statements of Income (Unaudited)
For the three and six months ended June 30, 204 2@13

(In thousands, except per share data)

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

Diluted

See accompanying notes to unaudited consolidateddial statements.

For three months endec

For six months endec

June 30, June 30,
2014 2013 2014 2013

$ 19,787 $ 19,48( $ 39,14¢ $ 38,52¢
63 72 14z 152
43 56 74 12C
1,82¢ 1,392 3,661 2,762
29€ 292 594 56E
22,018 21,29:¢ 43,61 42,12¢
1,11¢ 1,28t 2,25¢ 2,62¢
9 9 15 17
29 33 63 68
20€ 21¢ 40z 43¢
— 772 — 1,54¢
1,35¢ 2,31¢ 2,734 4,69(
20,65¢ 18,97¢ 40,88: 37,43¢
1,35( 1,32¢ 1,70(C 3,65(
19,30¢ 17,65( 39,18: 33,78¢
4,75¢ 4,12¢ 9,32: 8,01t
2,227 2,244 4,32¢ 4,24¢
1,20¢ 1,02( 2,28¢ 1,981
722 1,19t 1,31( 2,37¢
9 (5 9 5
462 622 967 1,23}
234 25¢ 47C 511
— 44¢ — 44¢
461 39¢ 861 732
10,05 10,31: 19,53 19,53¢
10,72« 10,02: 21,84: 19,67¢
1,452 1,43t 3,00¢ 2,66¢
1,71¢ 1,81¢ 3,27¢ 3,17¢
25¢ 28€ 527 577
35C 357 692 707
(6) (74) (349) (109)
— 1,54¢ — 1,54¢
3,20z 3,43( 6,24¢ 6,15¢
17,70 18,82: 35,24¢ 34,40:
11,66! 9,13¢ 23,47( 18,92¢
3,627 2,732 7,25¢ 5,751
8,03¢ 6,407 16,211 13,17t
$ 058 $ 0.4t $ 1.12 $ 0.9
$ 05t % 0.4t $ 1.1C $ 0.9¢
14,54¢ 14,20: 14,52¢ 14,01(
14,70« 14,24: 14,71« 14,05t
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STOCK YARDS BANCORP, INC. AND SUBSIDIARY
Consolidated Statements of Comprehensive Incomaytited)
For the three and six months ended June 30, 204 2@t8
(In thousands)

Three months endec Six months endec
June 30, June 30,
2014 2013 2014 2013
Net income $ 8,03¢ $ 6,407 $ 16,21. $ 13,17¢
Other comprehensive income, net of t
Unrealized gains (losses) on securities availatesdle;
Unrealized gains (losses) arising during the pefied of tax of
$663, ($2,761), $1,754 and ($3,019), respectiv 1,232 (5,12¢) 3,25¢ (5,60¢)
Reclassification adjustment for securities lossedized in income
(net of tax of $3, $2, $3, and $2, respectiv: 6 3 6 3
Unrealized losses on hedging instrume
Unrealized losses arising during the period (neawfof ($18), $0,
($7) and $0, respectivel (34) — (13 —
Other comprehensive income (lo 1,204 (5,125 3,251 (5,609
Comprehensive incorr $ 9,23t $ 1,28: $ 19,46: $ 7,572

See accompanying notes to unaudited consolidataddial statements.
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STOCK YARDS BANCORP, INC. AND SUBSIDIARY
Consolidated Statements of Cash Flows (Unaudited)
For the six months ended June 30, 2014 and 2013
(In thousands)

2014 2013
Operating activities
Net income $ 16,21: $ 13,17¢
Adjustments to reconcile net income to net caskigeal by operating activitie:
Provision for loan losse 1,70C 3,65(
Depreciation, amortization and accretion, 3,22¢ 3,14¢
Deferred income tax bene (252) (93€)
Loss on sale of securities available for ¢ 9 5
Gain on sales of mortgage loans held for (769) (1,679
Origination of mortgage loans held for s (41,367 (93,497
Proceeds from sale of mortgage loans held for 39,723 102,13¢
Bank owned life insurance incor (470 (511)
(Gain) loss on the disposal of premises and equip (30 22
Gain on the sale of other real esi (349 (209
Gain on acquisitiol — (449)
Stock compensation exper 76€ 98t
Excess tax benefits from sh-based compensation arrangems (169) (47)
Decrease in accrued interest receivable and ofsets 584 2,481
Increase in accrued interest payable and othdlitied 2,33 37¢
Net cash provided by operating activit 21,16( 28,76t
Investing activities
Purchases of securities available for ¢ (124,55() (201,25
Proceeds from sale of securities available for 7,732 701
Proceeds from maturities of securities availabtestde 197,39° 255,41¢
Net increase in loar (80,407 (48,339
Purchases of premises and equipn (1,209 (78€)
Proceeds from disposal of premises and equip 344 —
Acquisition, net of cash acquirt — 8,96:
Proceeds from sale of foreclosed as 4,30: 2,281
Net cash provided by investing activiti 3,61¢ 16,99
Financing activities
Net (decrease) increase in depa 6,45¢ (37,289
Net (decrease) increase in securities sold undeeawents to repurchase and federal funds
purchase( (2,427 6,97
Proceeds from Federal Home Loan Bank adva 21,82( —
Repayments of Federal Home Loan Bank adva (20,087 (23)
Issuance of common stock for options and dividesiicvestment pla 62€ 47¢E
Excess tax benefits from sh-based compensation arrangems 16¢ 41
Common stock repurchas (55%) (300
Cash dividends pai (6,300) (5,699
Net cash used in financing activiti (28E) (35,809
Net increase in cash and cash equival 24,49 9,95¢
Cash and cash equivalents at beginning of p¢ 70,77( 67,70:
Cash and cash equivalents at end of pe $ 95,261 $ 77,65.
Supplemental cash flow informatic
Income tax paymen $ 509 $ 5,13(
Cash paid for intere: 2,72¢ 4,72
Supplemental nc-cash activity
Transfers from loans to other real estate ow $ 150 $ 2,141

See accompanying notes to unaudited consolidataddial statements.
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STOCK YARDS BANCORP, INC. AND SUBSIDIARY
Consolidated Statement of Changes in Stockholdegsity (Unaudited)
For the six months ended June 30, 2014 and 2013

Balance December 31, 20

Net income

Other comprehensive income, net of
Stock compensation exper

Stock issued for exercise of stock options a
dividend reinvestment ple

Stock issued for nc-vested restricted stor
Cash dividends, $0.43 per sh.

Shares repurchased or cance

Balance June 30, 20:

Balance December 31, 20

Net income

Other comprehensive loss, net of

Stock compensation exper

Stock issued for exercise of stock options a
dividend reinvestment ple

Stock issued for nc-vested restricted stoc
Stock issued for acquisitic
Cash dividends, $0.40 per sh.

Shares repurchased or cance

Balance June 30, 20:

(In thousands, except per share data)

Accumulated

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

14,60¢ $ 9581 $ 33,25 $ 188,82! $ (2,217) $ 229,44
— — — 16,21: — 16,21

— — — — 3,251 3,251

— — 76€ — — 76€

31 104 807 (73 — 83¢

48 16C 994 (1,159 — —

_ — — (6,300) — (6,300
(23 (76) (582 60 — (5986
14,66 $ 9,76¢ $ 35,24: $ 197,56¢ $ 1,03¢ $ 243,61
13,91t % 727 $ 17,73. $ 174,65( $ 5421 $ 205,07
— — — 13,17¢ — 13,17¢

— — — — (5,609 (5,609

— — 98¢t — — 98¢

30 101 563 (5) — 65¢

55 184 1,08: (1,267) — —
531 1,76¢ 10,42¢ — — 12,19¢
_ — — (5,694 — (5,699
(22) (78) (469 98 — (443
14,50¢ $ 9,24¢ $ 30,32¢ $ 180,95 $ (182) $ 220,35:

See accompanying notes to unaudited consolidataddial statements.
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STOCK YARDS BANCORP, INC. AND SUBSIDIARY

Notes to Consolidated Financial Statements (Unauditl)

1)

Summary of Significant Accounting Policies

The accompanying unaudited consolidated finantséments have been prepared in accordance withgtractions to Form 10-Q

and do not include all information and footnoteguieed by U.S. generally accepted accounting ppiesi (US GAAP) for complete
financial statements. The consolidated unauditehtial statements of Stock Yards Bancorp, InBaticorp”) and its subsidiary
reflect all adjustments (consisting only of adjusiits of a normal recurring nature) which are, eapinion of management, necessary
for a fair presentation of financial condition amedults of operations for the interim periods.

The unaudited consolidated financial statementsidiecthe accounts of Stock Yards Bancorp, Inc.iemaholly-owned subsidiary,
Stock Yards Bank & Trust Company (“Bank”). Signént intercompany transactions and accounts haam éléninated in
consolidation. In preparing the unaudited constdiddinancial statements, management is requiredatce estimates and assumptions
that affect the reported amounts of certain ass®idiabilities and disclosure of contingent asseis liabilities at the date of the
financial statements and the reported amountslatiee revenues and expenses during the reportigdpdctual results could differ
from the aforementioned estimates. Material esés#tiat are particularly susceptible to significgtminge relate to the determination
of the allowance for loan losses, valuation of otleal estate owned, valuation of securities, inedax assets, and estimated liabilities
and expense.

A description of other significant accounting p@gis presented in the notes to the ConsolidaitezhEial Statements for the year
ended December 31, 2013 included in Stock Yards®&n Inc.’s Annual Report on Form 10-K. Certagelassifications have been
made in the prior year financial statements to @onfto current year classifications. These rediaations had no effect on Bancorp’s
total assets, liabilities, equity or net income.

Interim results for the three and six month periedded June 30, 2014 are not necessarily indicafittee results for the entire year.
Critical Accounting Policies

Management has identified the accounting policgtesl to the allowance and provision for loan logsesritical to the understanding
of Bancorp’s results of operations and discussidctinclusion with Bancorp’s Audit Committee. Sartbe application of this policy
requires significant management assumptions amuass, it could result in materially different anmds to be reported if conditions
underlying circumstances were to change. Assumgfioclude many factors such as changes in borgdileancial condition which
can change quickly or historical loss ratios raldtecertain loan portfolios which may or may netibdicative of future losses. To the
extent that management’s assumptions prove indpthexresults from operations could be materiaffgcted by a higher or lower
provision for loan losses. The accounting poliefated to the allowance for loan losses is applécadbthe commercial banking
segment of Bancorp.

The allowance for loan losses is management’s agtiof probable losses in the loan portfolio. Lizases are charged against the

allowance when management believes the uncolldityati a loan balance is confirmed. Subsequenbvedes, if any, are credited to
the allowance.

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

(a) quantitative (historical loss rates) and gaéiie factors (management adjustment factors)siflerific allocations on impaired loa
and (c) an unallocated amount. The unallocateduaimeas evaluated on the loan portfolio in its eyi and was based on additional
factors,




Table of Contents

(2)

such as national and local economic trends andittonsl changes in volume and severity of pastldaas, volume of non-accrual
loans, volume and severity of adversely classifiedraded loans and other factors and trends ffeatt @pecific loans and categories
loans, such as a heightened risk in the commeanidliindustrial loan portfolios. Bancorp considetteal sum of all allowance amounts
derived as described above, including a reasonatabocated allowance, as an indicator of the gmate level of allowance for loan
losses.

During the third quarter of 2013, Bancorp refinedallowance calculation to allocate the portioralbdwance that was previously
deemed to be unallocated based on managementisnitedtion of appropriate qualitative adjustmentsisicalculation includes
specific allowance allocations for qualitative fastincluding, among other factors, (i) nationall éscal economic conditions, (ii) the
quality and experience of lending staff and managen(iii) changes in lending policies and procedu(iv) changes in volume and
severity of past due loans, classified loans andpssforming loans, (v) potential impact of any camtcations of credit, (vi) changes
the nature and terms of loans such as growth aatéutilization rates, (vii) changes in the valfi@derlying collateral for collateral-
dependent loans, considering Bancorp’s disposiiias, and (viii) the effect of other external fastsuch as the legal and regulatory
environment. Bancorp may also consider other taiale factors for additional allowance allocatipimeluding changes in Bancorp’s
loan review process. Changes in the criteria uséuis evaluation or the availability of new imfeation could cause the allowance to
be increased or decreased in future periods. litiaddbank regulatory agencies, as part of theémaination process, may require
adjustments to the allowance for loan losses basdHeir judgments and estimates.

Management has also identified the accounting poétated to accounting for income taxes as cliticghe 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 theusinof taxes payable or refundable for the curyear and deferred tax liabilities
and assets for the future tax consequences ofstiatthave been recognized in an entity’s findrst&ements or tax returns.
Judgment is required in assessing the future tagemuences of events that have been recognizeahicoBo’s financial statements or
tax returns. Fluctuations in the actual outcomthe$e future tax consequences, including the sffefigperiodic IRS and state agency
examinations, could materially impact Bancorp’safigial position and its results from operations.

Acquisition

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

The Oldham transaction has been accounted for tissngcquisition method of accounting and, accalglimassets acquired, liabilities
assumed and consideration transferred were recatdestimated fair value on the acquisition datseis acquired totaled
approximately $146.0 million, including $39.8 milli of loans and leases. Liabilities assumed tdt&1e25.1 million, including $120.4
million of deposits. Fair value adjustments re=diiin net assets acquired in excess of the comgiderpaid. Accordingly, a non-
taxable gain of $449,000 was recognized.
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The following table summarizes the consideratioid pad the amounts of assets acquired and liaslassumed, adjusted for fair ve
at the acquisition date.

(dollars in thousands) Dollars

Purchase price

Value of:
Cash $ 8,291
Equity instruments (531,288 common shares of Ban)« 12,19¢
Total purchase pric 20,49:
Identifiable asset:
Cash and federal funds sc 17,26(
Investment securitie 81,827
Loans 39,75¢
Premises and equipme 4,00¢
Core deposit intangibl 2,545
Other asset 60%
Total identifiable asset: 145,99¢
Identifiable liabilities:
Deposits 120,43!
Securities sold under agreement to repurc 2,762
Other liabilities 1,857
Total identifiable liabilities 125,05¢
Net gain resulting from acquisitic $ 44¢

Acquisition costs (included in other non-interegb@nses in Bancorg'income statement for the six mon
ended June 30, 201 $ 1,54¢

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

Bancorp recorded a core deposit intangible of &2 which is being amortized using methods thtitipate the life of the
underlying deposits to which the intangible isibtttable. At June 30, 2014, the unamortized ceodit intangible was $1,937,000.
See Note 7 for details on the core deposit intdagib
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In many cases, determining the fair value of aegliassets and assumed liabilities required Bartocgptimate cash flows expected to
result from those assets and liabilities and toalist those cash flows at appropriate rates ofésteThe most significant of these
determinations related to the valuation of acquiceahs. Below is an analysis of the fair valuacoduired loans as of June 30, 2014.

Acquired Acquired non- Total

impaired impaired acquired
(in thousands) loans loans loans
Contractually required principal and interest ajuasition $ 3,28¢ $ 37,761 % 41,04¢
Contractual cash flows not expected to be colle (372) (729 (1,095
Expected cash flows at acquisiti 2,91: 37,04( 39,95
Interest component of expected cash fl (174) (24) (198
Basis in acquired loans at acquisit- estimated fair valu $ 2,73¢ % 37,01¢ $ 39,75¢

Fair values of checking, savings and money mar&pbsit accounts acquired from Oldham were assumagproximate the carrying
value as these accounts have no stated maturitgrengayable on demand. Certificate of deposit@atisovere valued at the present
value of the certificates’ expected contractualrpegts discounted at market rates for similar Geatiés.

In connection with the Oldham acquisition, Bancimqurred expenses related to executing the traieseand integrating and
conforming acquired operations with and into Bapcdiose expenses consisted largely of converdisgpstems and/or integration of
operations.

Securities

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

(in thousands) Amortized Unrealized

June 30, 201« cost Gains Losses Fair value
Government sponsored enterprise obligat $ 186,03: $ 1,747 $ 1,10¢ $ 186,66
Mortgagebacked securitie- government agencit 160,54. 1,73¢ 2,25¢ 160,01t
Obligations of states and political subdivisic 65,17+ 1,75¢ 144 66,78¢
Corporate equity securitie 75€ 265 — 1,021
Total securities available for se $ 412,50: $ 5,49¢ $ 3,51C $ 414,49(

10
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(in thousands) Amortized Unrealized

December 31, 201 cost Gains Losses Fair value
U.S. Treasury and other U.S. government obligat $ 110,000 $ — 3 — 3 110,00(
Government sponsored enterprise obligat 138,09« 1,62z 1,87z 137,84!
Mortgagebacked securitie- government agencis 176,52 1,391 5,22 172,69:
Obligations of states and political subdivisic 68,44¢ 1,47¢ 42¢ 69,49:
Total securities available for s $  493.06¢ $ 448i § 7,52: $§ 490,03

There were no securities held to maturity as oEX® 2014 or December 31, 2013.

Corporate equity securities, included in the awdddor sale portfolio at June 30, 2014, consistafimon stock in a public-traded
small business investment company.

In the second quarter of 2014, Bancorp sold seesntith total par value of $7.4 million, generatia net loss of $9,000. These
securities consisted of mortgage-backed securititssmall remaining balances, obligations of statd political subdivisions, and
agency securities. In the second quarter of 2Ba8¢orp sold obligations of state and politicaldiutsions with total par value of
$685,000, generating a loss of $5,000. These saes made in the ordinary course of portfolio mamagnt. Management has the
intent and ability to hold all remaining investmaeturities available for sale for the foreseeéltiere.

A summary of the available for sale investment s&es by maturity groupings as of June 30, 201ghiswn below.

(in thousands)

Securities available for sale Amortized cost Fair value

Due within 1 yea $ 63,30 $ 63,67(
Due after 1 but within 5 yea 115,28t 116,67:
Due after 5 but within 10 yea 29,68¢ 30,38¢
Due after 10 yeat 42,93 42,72¢
Mortgagebacked securitie 160,54. 160,01¢
Corporate equity securiti¢ 75€ 1,021
Total securities available for se $ 412,50 $ 414,49(

11
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Actual maturities may differ from contractual matigs because some issuers have the right to cpliepay obligations. In addition to
equity securities, the investment portfolio incladgency mortgage-backed securities, which areagtesed by agencies such as the
FHLMC, FNMA, and GNMA. These securities differ fnatraditional debt securities primarily in that yhay have uncertain
principal payment dates and are priced based amastd prepayment rates on the underlying collatBancorp does not have
exposure to subprime originated mortgage-backexiateralized debt obligation instruments.

Securities with a carrying value of approximate®d 8.7 million at June 30, 2014 and $243.5 millibacember 31, 2013 were
pledged to secure accounts of commercial depositarash management accounts, public deposits¢astubalances for certain
investment management and trust accounts.

Securities with unrealized losses at June 30, 20@¥MDecember 31, 2013, not recognized in the statenof income are as follows:

Less than 12 months 12 months or more Total
Fair Unrealized Fair Unrealized Fair Unrealized
(in thousands) value losses value losses value losses
June 30, 201«
Government sponsored enterprise
obligations $ 19,03¢ $ 11€ $ 34,788 $ 99C $ 5381t $ 1,10¢
Mortgage-backed securitiegevernmen
agencie: 24,50: 20¢ 57,20¢ 2,05( 81,71: 2,25¢
Obligations of states and political
subdivisions 7,761 47 7,322 97 15,08! 144
Total temporarily impaired securiti $ 5129 $ 37 $ 9931 $ 3,137 $ 150,61 $ 3,51C
December 31, 201
Government sponsored enterprise
obligations $ 76,75 $ 1,42¢ $ 4,35: $ 445 $ 81,10¢ $ 1,872
Mortgage-backed securitiegevernmen
agencies 112,65. 4,40( 8,752 82z 121,40« 5,22
Obligations of states and political
subdivisions 22,09: 40¢ 1,211 23 23,30: 42¢
Total temporarily impaired securiti $ 211,49¢ $ 6,23¢ $ 1431t $ 1,28t $ 22581 $ 7,52

The applicable dates for determining when secsréi@ in an unrealized loss position are June @D4 2nd December 31, 2013. As
such, it is possible that a security had a markkterless than its amortized cost on other dayisgltine past twelve months, but is not
in the “Investments with an Unrealized Loss of lg&m 12 months” category above.

Unrealized losses on Bancorp’s investment secsiittfolio have not been recognized in income beedhe securities are of high
credit quality, and the decline in fair valuesdggely due to changes in the prevailing interegt @avironment since the purchase date.
Fair value is expected to recover as securitieshréfzeir maturity date and/or the interest rateremvwnent returns to conditions similar
to when these securities were purchased. Thesstmeats consist of 90 and 155 separate investnositigns as of June 30, 2014 and
December 31, 2013, respectively. Because manadeatnes not intend to sell the investments, anglriioit likely that Bancorp will be
required to sell the investments before
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(4)

recovery of their amortized cost bases, which naynlaturity, Bancorp does not consider these sésitit be other-than-temporarily
impaired at June 30, 2014.

In addition to the available for sale portfolioy@stment securities held by Bancorp include cegagurities which are not readily
marketable, and are carried at cost. This cateigatydes holdings of Federal Home Loan Bank of @inati (FHLB) stock which are
required for access to FHLB borrowing, and aresifeesl as restricted securities. Bancorp reviethedinvestment in FHLB stock as
June 30, 2014, considering the FHLB equity posjtittncontinuance of dividend payments, liquiditysfiion, and positive year-to-date
net income. Based on this review, Bancorp beliégdavestment in FHLB stock is not impaired. Ad®cember 31, 2013, FHLB
Stock and other securities included a $1 millionm@wunity Reinvestment Act (CRA) investment which aret in the second quarter
of 2014.

Loans

The composition of loans by primary loan portfadiegment follows:

(in thousands) June 30, 201« December 31, 201

Commercial and industri; $ 558,72( $ 510,73¢
Construction and development, excluding undeveldaed 96,86: 99,71¢
Undeveloped lan 27,52¢ 29,87:
Real estate mortgag 1,084,52 1,046,82.
Consume 32,16( 34,19¢
Total loans $ 1,799,79. $ 1,721,35I
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The following table presents the balance in thended investment in loans and allowance for loasds by portfolio segment and
based on impairment evaluation method as of Jun2@®B} and December 31, 2013.

Type of loan
Construction
and development
Commercial excluding

(in thousands) and undeveloped Undeveloped Real estate

June 30, 201+ industrial land land mortgage Consumer Total

Loans $ 558,72( $ 96,86 $ 2752¢ $ 108452 $ 32,16( $  1,799,79.

Loans individually evaluated for impairme $ 7,71¢ $ 26 $ 6,98¢ $ 4,28¢ $ 8 $ 19,10¢

Loans collectively evaluated for impairme $ 550,35¢ $ 95,89 $ 2054 $ 1,079,720 $ 32,068 $ 1,778,558

Loans acquired with deteriorated credit que $ 64 $ 94C $ — 8 507 $ 15 $ 2,10¢

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 $ 7,64¢ % 2,55 $ 5,37¢ $ 12,60¢ $ 34 $ $ 28,52:
Provision 79z (881) 82€ 944 19 1,70C
Chargeoffs (209) — (30 (513 (195 (94))
Recoveries 18€ = 67 44 181 — 48(

At June 30, 201 $ 8,421 $ 1,67« $ 6,23¢ $ 13,07¢ $ 34 $ — $ 29,76:

Allowance for loans individuall B
evaluated for impairmet $ 7271 $ — $ — $ 29¢ $ 80 $ 1,10¢

Allowance for loans collectivel
evaluated for impairmer $ 7,69 $ 1674 $ 6,23¢ $ 12,78( $ 26¢ $ — $ 28,65!

Balance: loans acquired with
deteriorated credit qualit $ — — — % — $ — $ -
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Type of loan
Construction
and development
Commercial excluding

(in thousands) and undeveloped Undeveloped Real estate

December 31, 201 industrial land land mortgage Consumer Total

Loans $ 510,73¢ $ 99,71¢ $ 29,87 $ 104682 $ 34,19¢ $  1,721,35

Loans individually evaluated for impairme $ 757¢ $ 26 $ 7,34C $ 747¢  $ 84 $ 22,501

Loans collectively evaluated for impairme $ 502,53 $ 98,42t $ 2253. $ 103882 $ 34,098 $  1,696,41

Loans acquired with deteriorated credit que ~ $ 62 1,268 $ = $ 521 $ 13 3 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 $ 5,94¢ $ 4,53¢ $ — $ 14,28¢ $ 36z $ 6,74€ $ 31,88
Provision 1,58:¢ (2,119 13,25¢ 49C 86 (6,74¢€) 6,55(
Charge-offs (457) (25) (7,967 (2,759 (769) — (11,969
Recoveries 56¢ 163 81 584 65€ — 2,05¢

At December 31, 201 $ 7,64¢ % 2,55¢ $ 537¢ $ 12,60« $ 34z $ — $ 28,52:

Allowance for loans individuall
evaluated for impairmel $ 76z $ — $ — $ 60€ $ 84 $ 1,452

Allowance for loans collectivel
evaluated for impairmer $ 6,88- $ 2,55¢ $ 5,37¢ $ 11,99¢ $ 25¢ $ — $ 27,07(

Balance: loans acquired wi
deteriorated credit qualit $ —$ — $ —$ —$ —$ —
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Management uses the following portfolio segment®ais when assessing and monitoring the risk anfdgpmance of the loan
portfolio:

e Commercial and industrial

e Construction and development, excluding undeveldaed
e Undeveloped land

* Real estate mortgage

«  Consumer

Bancorp has loans that were acquired in the Oldhegmisition, for which there was, at acquisitiovidence of deterioration of credit
quality since origination and for which it was padite, at acquisition, that all contractually regdipayments would not be collected.
The carrying amount of those loans is includedalialance sheet amounts of loans at June 30,&@ilBecember 31, 2013. Changes
in the interest component of the fair value adjesttrfor acquired impaired loans for the year eridedember 31, 2013 and the six
months ended June 30, 2014 are shown in the follptéble:

(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, 20 137
Accretion (47)
Reclassifications from (to) n-accretable differenc —
Disposals —
Balance at June 30, 20 $ 96
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The following table presents loans individually kexeded for impairment as of June 30, 2014 and Déesrdl, 2013.

Unpaid Average
(in thousands) Recorded principal Related recorded
June 30, 201« investment balance allowance investment
Loans with no related allowance recor¢
Commercial and industrii $ 139 $ 1,54 $ — $ 1,15¢
Construction and development, excluding
undeveloped lan 26 151 — 26
Undeveloped lan 6,98¢ 9,67¢ — 7,10¢
Real estate mortga( 2,75¢ 3,631 — 3,29¢
Consume — — — —
Subtotal 11,16¢ 15,00z — 11,58

Loans with an allowance record
Commercial and industrii $ 6,328 $ 6,328 $ 727 3% 6,49¢
Construction and development, excluding
undeveloped lan — — — —
Undeveloped lan — — — —
Real estate mortga( 1,53¢ 1,53¢ 29¢ 2,38¢

Consume 80 80 80 82
Subtotal 7,93¢ 7,93¢ 1,10¢ 8,96:
Total

Commercial and industrii $ 7,71¢ $ 7,87C $ 727 % 7,65(

Construction and development, excluding

undeveloped lan 26 151 — 26

Undeveloped lan 6,98¢ 9,67¢ — 7,10¢

Real estate mortga( 4,28¢ 5,16¢ 29¢ 5,68(

Consume 80 80 80 82
Total $ 19,10¢ $ 2294. % 1,10¢ $ 20,54:
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Unpaid Average
(in thousands) Recorded principal Related recorded
December 31, 201 investment balance allowance investment
Loans with no related allowance recort
Commercial and industrii $ 83C $ 974 $ — $ 4,49¢
Construction and development, excluding
undeveloped lan 26 151 — 54
Undeveloped lan 7,34( 9,93 — 3,27:
Real estate mortga( 3,731 5,06¢ — 5,55¢
Consume — — — 3
Subtotal 11,927 16,12¢ — 13,381
Loans with an allowance record
Commercial and industrii $ 6,74¢ $ 6,74¢ $ 76z $ 3,80¢
Construction and development, excluding
undeveloped lan — — — 25¢
Undeveloped lan — — — 7,152
Real estate mortga( 3,74 4,06t 60¢€ 3,70¢
Consume 84 84 84 34
Subtotal 10,58( 10,89¢ 1,452 14,95¢
Total
Commercial and industri; $ 7,57¢ 3% 7,72 3% 76z $ 8,30¢
Construction and development, excluding
undeveloped lan 26 151 — 313
Undeveloped lan 7,34( 9,93 — 10,42«
Real estate mortga( 7,47¢ 9,13¢ 60€ 9,26¢
Consume 84 84 84 37
Total $ 22,500 $ 27,02¢ $ 1,452 $ 28,34

Differences between recorded investment amountsiapdid principal balance amounts are due to pati@ge-offs which have
occurred over the life of loans and fair value atiiuents recorded for loans acquired.

Impaired loans include non-accrual loans and l@aesunted for as troubled debt restructurings (T, DR)ch continue to accrue
interest. Non-performing loans include the balamicienpaired loans plus any loans over 90 days gastand still accruing interest.
Loans past due more than 90 days or more anastitbiing interest amounted to $348,000 at Jun2@®0} and $437,000 at
December 31, 2013.
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The following table presents the recorded investrirenon-accrual loans as of June 30, 2014 and iDbee 31, 2013.

(in thousands) June 30, 201« December 31, 201.

Commercial and industrii $ 1,10¢ $ 84¢€
Construction and development, excluding undeveldaed 26 26
Undeveloped lan 6,98¢ 7,34(
Real estate mortgag 3,86% 7,04¢
Consume — —
Total $ 11,98 $ 15,25¢

At June 30, 2014 and December 31, 2013, Bancorpdaad classified as TDR of $7.1 million and $7.iliam, respectively. Bancorp
did not modify and classify any loans as TDR dutimg six months ended June 30, 2014. The follguable presents the recorded
investment in loans modified and classified as TddRng the six months ended June 30, 2013.

(dollars in thousands) Number of

June 30, 201 Contracts Recorded Investment
Commercial & industria 1 $ 79€
Total 18 79€

The following table presents the recorded investrirelnans accounted for as TDR that were restreckand experienced a payment
default within the previous 12 months as of June2B4 and 2013.

(dollars in thousands) Number of

June 30, 201¢ Contracts Recorded Investment
Real estate mortga 1 3 79C
Total 18 79C

(dollars in thousands) Number of

June 30, 201! Contracts Recorded Investment
Real estate mortga( 2 9 2,40¢
Total 2 $ 2,40¢

Loans accounted for as TDR include modificatiomsrfroriginal terms such as those due to bankruptoygedings, modifications of
amortization periods or temporary suspension afgipal payments due to customer financial diffimdt Loans accounted for as
TDR, which have not defaulted, are individually kexadied for impairment and, at June 30, 2014, htadzdh allowance allocation of
$914,000, compared to $942,000 at December 31,.2013
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At June 30, 2014 and December 31, 2013, Bancorpbtsanding commitments to lend additional furadaling $185,000 and
$262,000, respectively, for loans classified as TDR

The following table presents the aging of loansfatune 30, 2014 and December 31, 2013.

Greater
than Recorded
90 days investment
past due > 90 days
30-59 days 6C-89 days (includes Total Total and
(in thousands) past due past due non-accrual) past due Current loans accruing
June 30, 201«
Commercial and industrii $ 4,437 $ 344 $ 1,33C $ 6,111 $ 552,60¢ $ 558,72( $ 227
Construction and development,
excluding undeveloped lar — 244 26 27C 96,59: 96,86: —
Undeveloped lan — — 6,98¢ 6,98¢ 20,54( 27,52¢ —
Real estate mortga 2,95( 811 3,98¢ 7,74¢ 1,076,77. 1,084,52. 12¢€
Consume 12 19 — 31 32,12¢ 32,16( —
Total $ 7,39¢ $ 141¢ $ 12,33: $ 21,15( $ 1,778,64. $ 1,799,79. $ 34¢
December 31, 201
Commercial and industrii $ 80¢ $ 201 $ 1,26¢ $ 2271 $ 508,46. $ 510,73¢ $ 421
Construction and development,
excluding undeveloped lar 42¢ — 26 45k 99,26¢ 99,71¢ —
Undeveloped lan — — 7,34(C 7,34( 22,53 29,87: —
Real estate mortgay 4,52¢ 1,18( 7,06z 12,77: 1,034,05: 1,046,82. 1€
Consume 11C — — 11C 34,08¢ 34,19¢ —
Total $ 5,87¢ $ 1,381 $ 15,69¢ $ 22,95 $ 1,698,39 $ 1,721,351 $ 437

Consistent with regulatory guidance, Bancorp caiege loans into credit risk categories based tevaat information about the abil
of borrowers to service their debt such as: cuatfieancial information, historical payment expere, credit documentation, public
information and current economic trends. Pasgratens included all risk-rated loans other thasséhclassified as special mention,
substandard, and doubtful, which are defined below:

e Special Mention: Loans classified as special nogntiave a potential weakness that deserves manatjsmiese attention.
These potential weaknesses may result in detenaraf repayment prospects for the loan or of Bap'socredit position at
some future date.

e Substandard: Loans classified as substandarcadeduately protected by the current net worthpayihg capacity of the
obligor or of collateral pledged, if any. Loanscdassified have a well-defined weakness or weadasethat jeopardize
repayment of the debt. They are characterizedhégistinct possibility that Bancorp will sustaonse loss if the deficiencies
are not corrected.
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*  Substandard non-performing: Loans classified astamdard-nomerforming have all the characteristics of substathdoan:
and have been placed on non-accrual status ordemreaccounted for as troubled debt restructurings.

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

As of June 30, 2014 and December 31, 2013, theniitg assigned risk grades of loans by categomevas follows:

Construction
and
development,
excluding
Commercial undeveloped Undeveloped Real estate
(in thousands) and industrial land land mortgage Consumer Total
June 30, 201«
Grade
Pass $ 536,790 $ 85,35¢ $ 1984 $ 1,061,733 $ 32,000 $ 1,735,73
Special mentiol 6,13¢ 5,53 537 14,55¢ 8C 26,84¢
Substandar 7,844 5,944 162 3,81: — 17,76
Substandard ne-performing 7,941 26 6,98¢ 4,41°F 8C 19,45:
Doubtful = = = = = =
Total $ 558,72( $ 96,86 $ 27,52¢ $ 108452 $ 32,16( $ 1,799,79.
December 31, 201
Grade
Pass $ 486,14( $ 87,89¢ $ 22,36¢ $ 101421 $ 34,02¢ $ 1,644,641
Special mentiol 12,98: 7,091 — 17,91¢ 86 38,07¢
Substandar 3,61¢ 4,70¢ 16& 7,197 — 15,68¢
Substandard n-performing 8,00( 26 7,34( 7,49 84 22,94
Doubtful — — — — — —
Total $ 510,73¢ $ 99,71¢ $ 29,87 $ 1,046,82. $ 34,19¢ $ 1,721,35!

(5) Federal Home Loan Bank Advances

Bancorp had outstanding borrowings of $36.1 miléddune 30, 2014, via seven separate fixed-rat@naés. For two advances
totaling $30 million, both of which are non-callabinterest payments are due monthly, with prirlajoe at maturity. For the
remaining advances totaling $6.1 million, principall interest payments are due monthly based amantization schedule.
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(6)

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

June 30, 201¢ December 31, 201

(In thousands) Advance Rate Advance Rate
2014 $ 10,00( 0.21%$% 10,00( 0.21%
2015 20,00( 3.3%% 20,00( 3.3%%
2020 1,90¢ 2.22% 1,931 2.22%
2021 531 2.172% 564 2.12%
2024 2,22% 2.35%% 40¢ 2.4%
2028 1,40¢ 1.47% 1,42¢ 1.4€%

$ 36,067 2.26%$ 34,32¢ 2.2€%

Advances from the FHLB are collateralized by certammercial and residential real estate mortgaged under a blanket mortgage
collateral agreement and FHLB stock. Bancorp vidvesborrowings as an effective alternative to higloest time deposits to fund loan
growth. At June 30 2014, the amount of availabéslit from the FHLB totaled $417.1 million.

Derivative Financial Instruments

Occasionally, Bancorp enters into free-standingrirt rate swaps for the benefits of its commeantiatomers who desire to hedge
their exposure to changing interest rates. Banotigets its interest rate exposure on commercisdamer transactions by entering i
swap agreements with approved reputable indeperdenterparties with substantially matching termiese undesignated derivative
instruments are recognized on the consolidatechbalaheet at fair value. Because of matching tefroffsetting contracts and the
collateral provisions mitigating any non-performamisk, changes in fair value subsequent to inigabgnition are expected to have an
insignificant effect on earnings. Exchanges of déshs related to the undesignated interest ratgposagreements for the first six
months of 2014 were offsetting and therefore hadetceffect on Bancorp’s earnings or cash flows.

Interest rate swap agreements derive their vabra finderlying interest rates. These transactiondwe both credit and market risk.
The notional amounts are amounts on which calaratipayments, and the value of the derivativdbased. Notional amounts do not
represent direct credit exposures. Direct credibsyre is limited to the net difference betweencdideulated amounts to be received
and paid, if any. Bancorp is exposed to credittegldosses in the event of nonperformance by thateoparties to these agreements.
Bancorp controls the credit risk of its financiahtracts through credit approvals, limits and mamiriig procedures, and does not ex|
any counterparties to fail their obligations.
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(7)

At June 30, 2014 and December 31, 2013, Bancorpbtsanding undesignated interest rate swap aintes follows:

Receiving Paying
June 30, December 31 June 30, December 31
(dollar amounts in thousands) 2014 2013 2014 2013
Notional amoun $ 7,54: $ 515¢ $ 7547 % 5,15¢
Weighted average maturity (yea 7.2 6.4 7.2 6.4
Fair value $ @79 $ (279 $ 37¢ % 27¢

In December 2013, Bancorp entered into an inteatstswap to hedge cash flows of a $10 milliontfi@grate FHLB borrowing. The
interest rate swap involves exchange of Bancoipatihg rate interest payments on the underlyinggial amount. This swap was
designated, and qualified, for cash-flow hedge anting. The term of the swap began December 6, 20813>nds December 6, 2016.
For derivative instruments that are designatedoaradify as hedging instruments, the effective mortbf gains or losses is reported as a
component of other comprehensive income, and isespently reclassified into earnings as an adjustthoenterest expense in peric

in which the hedged forecasted transaction affegtrings. The following table details Bancorp’sivigive position designated as a
cash flow hedge, and the fair values as of Jun@@D4 and December 31, 2013:

(dollars in thousands)

Notional Maturity Receive (variable) Pay fixed Fair value Fair value
amount date index swap rate June 30, 201+« December 31, 201
$ 10,00( 12/6/201€ US 3 Month LIBOR 0.71%% $ 5 24

Goodwill and Intangible Assets

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

Bancorp recorded a core deposit intangible toteid$43,000 arising from the Oldham acquisitiotroligh the first quarter of 2014,
this intangible asset was being amortized ovengyéar period using an accelerated method whidkipated the life of the underlying
deposits to which the intangible asset is attribleta Bancorp reevaluated the deposits and deterhitmat for money market, savings
and interest bearing checking accounts, it is rapmopriate to amortize the intangible asset uaistfaight line method over 15 yea
This revision was applied prospectively beginnimghie second quarter of 2014. At June 30, 20Bluttamortized core deposit
intangible was $1,937,000.

Mortgage servicing rights (MSRs) are initially rgodzed at fair value when mortgage loans are sadfdeanortized in proportion to and
over the period of estimated net servicing incooomsidering appropriate prepayment assumptionsRévi8e evaluated quarterly for
impairment by comparing carrying value to fair v&aluThe estimated fair values of MSRs at June 304 2nd December 31, 2013
were $3,255,000 and $3,953,000, respectively. tdtad outstanding principal balances of loans sedifor others were $434,918,000
and $435,339,000 at June 30, 2014, and Decemb@033, respectively.

23




Table of Contents

Changes in the net carrying amount of MSRs foistkenonths ended June 30, 2014 and 2013 are shothe ifollowing table:

For six months
ended June 30

(in thousands) 2014 2013

Balance at beginning of peri $ 1,832 $ 2,08¢
Additions for mortgage loans sc 15z 47¢
Amortization (470 (48€)
Balance at June © $ 151t § 2,08(

(8) Defined Benefit Retirement Plan

Bancorp sponsors an unfunded, non-qualified, ddfivenefit retirement plan for four key officers @wurrent, and two retired), and
has no plans to increase the number of participaBesefits vest based on 25 years of service. athearially determined pension
costs are expensed and accrued over the servioe pand benefits are paid from Bancorp’s ass€te net periodic benefits costs,
which include interest cost and amortization oflnsses, totaled $32,000 and $36,000, for the tmeeths ended June 30, 2014 and
2013, respectively. For the six months ended 3M&014 and 2013, the net periodic benefit cadtded $63,000 and $71,000,
respectively.

(9) Commitments and Contingent Liabilities

As of June 30, 2014, Bancorp had various commitmeutstanding that arose in the normal course sihless, including standby
letters of credit and commitments to extend creditich are properly not reflected in the consokdifinancial statements. In
management’s opinion, commitments to extend cadp45.8 million including standby letters of citeaf $16.2 million represent
normal banking transactions, and no significandéssare anticipated to result from these commitsnenf June 30, 2014.
Commitments to extend credit were $464.2 milliowt)uding letters of credit of $15.2 million, as@&cember 31, 2013. Bancorp’s
maximum exposure to credit loss in the event ofpeoformance by the other party to these commitmierrespresented by the
contractual amount of these instruments. Commitsgnextend credit are agreements to lend to aewestas long as there is no
violation of any condition established in the cawtr Commitments generally have fixed expiratiotedar other termination clauses.
Commitments to extend credit are mainly comprisiecbmmmercial lines of credit, construction and hosgeaity credit lines. Since
some of the commitments are expected to expireowitheing drawn upon, the total commitment amodbotaot necessarily represent
future cash requirements. Bancorp uses the sardit arel collateral policies in making commitmentsl @onditional guarantees as for
on-balance sheet instruments. Bancorp evaluatésoestomer’s creditworthiness on a case by cads.@d®e amount of collateral
obtained is based on management’s credit evaluafitime customer. Collateral held varies but majude accounts receivable,
inventory, equipment, and real estate.

Standby letters of credit and financial guaranteetien are conditional commitments issued by Bapdo guarantee the performance
of a customer to a third party. Those guaranteeg@marily issued to support private commerciahfactions. Standby letters of credit
generally have maturities of one to two years.

To provide service to commercial accounts, Baneddp customers with letters of credits or otheafficial contracts with other
financial institutions. Accordingly, Bancorp hasered into agreements to
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guarantee performance of several customers’ cdstveth other financial institutions. Bancorp witlake payments under these
agreements if a customer defaults on its obligattorthe other financial institutions. The termdhaf agreements range from 1 to 12
months. The maximum potential future payment guasthby Bancorp at June 30, 2014 was $3.4 millfeam event of default on all
contracts had occurred at June 30, 2014, Bancogidwrave been required to make payments of appaiein$2.7 million. No
payments have ever been required as a result afillein these contracts. These agreements are hyswaured by collateral
acceptable to Bancorp, which limits credit riskazsated with the agreements.

Also, as of June 30, 2014, in the normal courdausiness, there were pending legal actions ancepaiegs in which claims for
damages are asserted. Management, after discwgisivlegal counsel, believes the ultimate resulthefse legal actions and
proceedings will not have a material adverse effadhe consolidated financial position or resafteperations of Bancorp.

(10) Preferred Stock

Bancorp has a class of preferred stock (no pareyal®00,000 shares authorized), the relative sigiteferences and other terms of
which or any series within the class will be detiered by the Board of Directors prior to any issuandlone of this stock has been
issued to date.

(11) Stock-Based Compensation

The fair value of all awards granted, net of esteddorfeitures, is recognized as compensation resgpever the respective service
period.

Bancorp currently has one stock-based compensaliéon Initially, in the 2005 Stock Incentive Plahere were 735,000 shares of
common stock reserved for issuance of stock basadda. In 2010, shareholders approved an additié@®000 shares of common
stock for issuance under the plan. As of June€804, there were 435,842 shares available forduauwrards. Bancorp’s 1995 Stock
Incentive Plan expired in 2005; however, optiorenggd under this plan expire as late as 2015.

Options and stock appreciation rights (SARs) gruginerally have a vesting schedule of 20% per. y@ations and SARs expire ten
years after the grant date unless forfeited dwetployment termination. No stock options have hgranted since 2007.

Restricted shares granted to officers generally wesr five years. All restricted shares have bgramted at a price equal to the market
value of common stock at the time of grant. Becayraatees are entitled to dividend payments dufiegoerformance period, the fair
value of these restricted shares is equal to thkethaalue of the shares on the date of grant.

Grants of performance stock units (PSUs) to exeeufficers vest based upon service and a singéethear performance period
which begins January 1 of the first year of thefqrenance period. Because grantees are not entitldividend payments during the
performance period, the fair value of these PSUstisnated based upon the fair value of the uniierlyhares on the date of grant,
adjusted for non-payment of dividends.

Grants of restricted stock units (RSUs) to directane time-based and vest based upon one yeawvafeseBecause grantees are
entitled to deferred dividend payments at the drtti@vesting period, the fair value of the RSUs estimated based on the fair value
of the underlying shares on the date of granthénfirst quarter of 2014, Bancorp awarded 3,9208&® directors of Bancorp.
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Bancorp has recognized stock-based compensati@nsgpwithin salaries and employee benefits forleyees, and within other non-
interest expense for directors, in the consolidatattments of income as follows:

For three months endec For six months endec
June 30, June 30,
(in thousands) 2014 2013 2014 2013
Stock-based compensation expense before incon
taxes $ 477 % 454 $ 76€ $ 98t
Less: deferred tax bene (167) (159) (269) (345)
Reduction of net incom $ 31C $ 29t § 49¢ $ 64C

Bancorp expects to record an additional $950,000axfk-based compensation expense in 2014 foryegrahts outstanding as of
June 30, 2014. As of June 30, 2014, Bancorp hd968€00 of unrecognized stock-based compensatjpense that is expected to be
recorded as compensation expense over the nextdaes as awards vest. Bancorp received cash 6 @82 and $475,000 from the
exercise of options during the first six month2014 and 2013, respectively.

The fair values of Bancorp’s stock options and SARsestimated at the date of grant using the BRadioles option pricing model, a

leading formula for calculating the value of stagkions and SARs. This model requires the inputifective assumptions, changes
to which can materially affect the fair value estten The fair value of restricted shares is detethby Bancorp’s closing stock price
on the date of grant. The following assumptionsenesed in SAR valuations at the grant date in gaeln:

2014 2013
Dividend yield 2.9% 2.8(%
Expected volatility 23.6€6% 22.5/%
Risk free interest rai 2.22% 1.26%
Expected life of SAR 7.0 year 6.6 year

Dividend yield and expected volatility are basech@torical information corresponding to the expeéldife of options and SARs
granted. Expected volatility is the volatility tife underlying shares for the expected term onmthhobasis. The risk free interest 1
is the implied yield currently available on U.Se@sury issues with a remaining term equal to tipeeted life of the options. The
expected life of SARs is based on actual experiefipast like-term options. Bancorp evaluatesonisal exercise and post-vesting
termination behavior when determining the expetited
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A summary of stock option and SARs activity anctedl information for the six months ended June28a4 follows:

Weighted
Weighted Aggregate Weighted average
Options average intrinsic average remaining
and SARs Exercise exercise value fair contractual
(in thousands) price price (in thousands) value life (in years)
At December 31, 201
Vested and exercisak 57¢ $ 20.25-26.8: $ 238 $ 468 $ 5.42 34
Unvestec 21¢ 21.0%-24.81 22.7( 2,011 4.3€ 7.7
Total outstandint 7917 20.25-26.8t 23.52 6,69¢ 5.14 4.€
Grantec 62 29.05-29.1¢ 29.0t 53 5.1¢
Exercisec 37 20.25-26.8t 23.0z 284 5.3¢
Forfeited (6) 21.0%-23.7¢ 22.7¢ 45 4.4
At June 30, 201
Vested and exercisat 622 20.9(-26.8: 23.71 3,85: 5E3¢ &2
Unvestec 194 21.0%-29.1¢ 24.8:¢ 984 4.51 8.2
Total outstanding 81€ 20.9(-29.1¢ 23.9¢ $ 4,831 5.14 4.€
Vested yeéto-date 8C 21.03-24.87 22.4¢ % 59/ 4.6°

Intrinsic value for stock options and SARs is defiras the amount by which the current market mitke underlying stock exceeds
the exercise or grant price.

For the periods ending December 31, 2013 and Jon2034, Bancorp granted shares of restricted camstuxk as outlined in the
following table:

Grant date
weightec-
Number average cos
Unvested at December 31, 2012 11391( $ 22.5¢
Shares awarde 55,27¢ 22.9:
Restrictions lapsed and shares released to emslayesetors (39,909 22.2¢
Shares forfeite (4,720 23.4f
Unvested at December 31, 201 124,55t $ 22.7
Shares awarde 39,73( 29.1¢
Restrictions lapsed and shares released to emslayesstors (44,729 22.6¢
Shares forfeite: (2,649 23.0:
Unvested at June 30, 201 11691 $ 24.9¢
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Bancorp awarded PSUs to executive officers of Bgndbe single three-year performance period foictvibbegan January 1 of the
award year. The following table outlines the Rghnts.

Vesting Expected
Grant period Fair shares to
year in years value be awarded
2012 3 20.5] 22,46:
2013 3 20.3¢ 27,59
2014 3 26.4: 16,67¢

(12) NetIncome Per Share

The following table reflects, for the three and signths ended June 30, 2014 and 2013, net incdrea(imerator) and average shares
outstanding (the denominator) for the basic anagtelil net income per share computations:

Three months endec Six months endec
June 30 June 30

(In thousands, except per share date 2014 2013 2014 2013
Net income $ 8,03¢ $ 6,407 $ 16,21. $ 13,17¢
Average shares outstandi 14,54¢ 14,20: 14,52¢ 14,01(
Dilutive securities 15¢ 40 18¢€ 45
Average shares outstanding including

dilutive securities 14,70 14,24 14,71 14,05¢
Net income per share, ba: $ 0.5t $ 04t $ 1.12 $ 0.94
Net income per share, dilut $ 0.5t % 0.4t $ 1.1C $ 0.94

(13) Segments

Bancorp’s principal activities include commerciahlking and investment management and trust. Coaiahéanking provides a full
range of loan and deposit products to individuaistoners and businesses. Commercial banking athkal@#s Bancorp’s mortgage
origination and securities brokerage activity. dastment management and trust provides wealth mareageservices including
investment management, trust and estate admindstyaind retirement plan services.

Financial information for each business segmeigcts that which is specifically identifiable oiadated based on an internal
allocation method. Income taxes are allocated basdtie effective federal income tax rate adjusbedny tax exempt activity. All t:
exempt activity and provision for loan losses hagen allocated to the commercial banking segni€hé measurement of the
performance of the business segments is basedkanahagement structure of Bancorp and is not nadlyssomparable with similar
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information for any other financial institution.formation presented is also not necessarily intieaif the segmentsiperations if the
were independent entities.

Selected financial information by business segrfarihe three and six month periods ended Jun@@D4 and 2013 follows:

Investment
Commercial management
(in thousands) banking and trust Total
Three months ended June 30, 201
Net interest incom $ 20,61: $ 43  $ 20,65¢
Provision for loan losse 1,35( — 1,35(
Investment management and trust serv — 4,75¢ 4,75¢
All other nor-interest incomt 5,28¢ 13 5,30z
Nor-interest expens 15,10! 2,59¢ 17,70:
Income before income tax 9,44¢ 2,21: 11,66:
Tax expens: 2,84( 781 3,621
Net income $ 6,60 $ 1,42¢ $ 8,03«
Three months ended June 30, 2013
Net interest incom $ 18,94 $ 34 $ 18,97
Provision for loan losse 1,32¢ — 1,32¢
Investment management and trust serv — 4,12¢ 4,12¢
All other nor-interest incomt 6,16¢ 14 6,182
Nor-interest expens 16,37 2,451 18,82:
Income before income tax 7,41: 1,72¢ 9,13¢
Tax expens: 2,12 61C 2,732
Net income $ 5,291 $ 1,11¢ $ 6,407
Investment
Commercial management
(in thousands) banking and trust Total
Six months ended June 30, 201
Net interest incom $ 40,79 % 9C $ 40,88:
Provision for loan losse 1,70( — 1,70(C
Investment management and trust serv — 9,32 9,32
All other nor-interest incomt 10,17¢ 30 10,20¢
Non-interest expens 30,06¢ 5,18( 35,24¢
Income before income tax 19,20° 4,267 23,47(
Tax expens: 5,74: 1,51¢ 7,25¢
Net income $ 13,46: $ 2,747 $ 16,21
Six months ended June 30, 201
Net interest incom $ 37,36¢ $ 69 $ 37,43¢
Provision for loan losse 3,65( — 3,65(
Investment management and trust serv — 8,01¢ 8,01¢
All other nor-interest incomt 11,49: 31 11,52«
Non-interest expens 29,96 4,44( 34,40
Income before income tax 15,25: 3,67¢ 18,92¢
Tax expens: 4,45 1,29¢ 5,751
Net income $ 10,79¢ $ 2371 $ 13,17¢
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(14)

(15)

Income Taxes

An analysis of the difference between the statutaony effective tax rates for the six months endeg: B0, 2014 and 2013 follows:

Six months ended June 3

2014 2013
U.S. federal statutory tax ra 35.(% 35.(%
Tax exempt interest incon 1.9 (2.3
Tax credits (1.6 (1.7)
Cash surrender value of life insurar 1.7 (2.0
State income taxe 0.c 1.C
Other, ne — 0.2
Effective tax rate 30.€% 30.4%

US GAAP provides guidance on financial statemeobgaition and measurement of tax positions takeexpected to be taken, in tax
returns. As of June 30, 2014 and December 31,,28&3jross amount of unrecognized tax benefits$4&s000 and $41,000,
respectively. If recognized, the tax benefits wdoidduce tax expense and accordingly, increasecmine. The amount of
unrecognized tax benefits may increase or deciadbe future for various reasons including addingounts for current tax year
positions, expiration of open income tax returns thustatutes of limitation, changes in managemsgutigment about the level of
uncertainty, status of examination, litigation degislative activity and the addition or eliminatiof uncertain tax positions.

During the second quarter of 2014, the IRS comgl#ie examination of Bancorp’s 2011 corporate inedax return. There were no
significant adjustments to taxable income. Fedanal state income tax returns are subject to exdimméor the years subsequent to
2009.

Bancorp’s policy is to report interest and penaltieany, related to unrecognized tax benefithgome tax expense. As of June 30,
2014 and December 31, 2013, the amount accrudtidgrotential payment of interest and penalties$&800 and $2,000,
respectively.

Fair Value Measurements

Bancorp follows the provisions of the authoritatgugdance for fair value measurements. This guidas definitional and disclosure
oriented and addresses how companies should afpnoeasuring fair value when required by US GAAPe ghidance also prescrik
various disclosures about financial statement categand amounts which are measured at fair vleach disclosures are not
already specified elsewhere in US GAAP.

The authoritative guidance defines fair value asptice that would be received to sell an asspaat to transfer a liability in an
orderly transaction between participants at thesmeament date. The guidance also establishesadfig to group assets and

liabilities carried at fair value in three leveladed upon the markets in which the assets anditiedbirade and the reliability of
assumptions used to determine fair value. Thesddeavre:

e Level 1: Valuation is based upon quoted pricesdentical instruments traded in active markets.
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* Level 2: Valuation is based upon quoted pricesfimilar instruments in active markets, quotedgsitor identical or similar
instruments in markets that are not active, andahbdsed valuation techniques for which all sigmifit assumptions are
observable in the market.

« Level 3;: Valuation is generated from model-bassthhiques that use significant assumptions notreabke in the market. These
unobservable assumptions would reflect internanedes of assumptions that market participants @vagk in pricing the asset or
liability. Valuation techniques could include prigimodels, discounted cash flows and other sirtgletiniques.

Authoritative guidance requires maximization of eé@bservable inputs and minimization of use aflservable inputs in fair value
measurements. Where there exists limited or noreabke market data, Bancorp derives its own esémby generally considering
characteristics of the asset/liability, the currecdnomic and competitive environment and otheiofacFor this reason, results cannot
be determined with precision and may not be redl@ean actual sale or immediate settlement oftiset or liability.

Bancorp’s investment securities available for sald interest rate swaps are recorded at fair \@iuerecurring basis. Other accounts
including mortgage loans held for sale, mortgageisiag rights, impaired loans and other real estatned may be recorded at fair
value on a non-recurring basis, generally in thaiegation of lower of cost or market adjustmentswite-downs of specific assets.

The portfolio of investment securities available $ale is comprised of U.S. Treasury and other fo8ernment obligations, debt
securities of U.S. government-sponsored corporaffortluding mortgage-backed securities), obligatiof state and political
subdivisions and corporate equity securities. @@ equity securities, included in the 2014 tadte priced using quoted prices of
identical securities in an active market. Thesasueements are classified as Level 1 in the hieyagibove. All other securities are
priced using standard industry models or matric#is various assumptions such as yield curves, Wityaprepayment speeds, default
rates, time value, credit rating and market prfoeshe instruments. These assumptions are gepatadlervable in the market place .
can be derived from or supported by observable d&@se measurements are classified as Levelizihierarchy above.

Interest rate swaps are valued using primarily L2viaputs. Fair value measurements generally bagedkaler quotes, benchmark
forward yield curves, and other relevant observaideket data. For purposes of potential valuatidjnstments to derivative positions,
Bancorp evaluates the credit risk of its countdigsias well as its own credit risk. To date, Bapduas not realized any losses due to a
counterparty’s inability to perform and the chamg&alue of derivative assets and liabilities atitable to credit risk was not

significant during 2014.
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Below are the carrying values of assets measurfiratalue on a recurring basis.

Fair value at June 30, 201«

(in thousands) Total Level 1 Level 2 Level 3

Assets

Investment securities available for sale

Government sponsored enterprise obligat $ 186,66 $ — 3 186,66° $

Mortgagebacked securitie- government agencie 160,01¢ — 160,01¢

Obligations of states and political subdivisic 66,78¢ — 66,78¢

Corporate equity securitie 1,021 1,021 —

Total investment securities available for sale 414,49( 1,021 413,46¢

Interest rate swaps 384 — 384

Total assets $ 414,87 $ 1,021 $ 413,85. $

Liabilities

Interest rate swaps $ 37¢ % — $ 37¢ %
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 $ 110,000 $ — 3 110,000 $

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

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

Obligations of states and political subdivisic 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 $ 27¢ $ — $ 27¢ $
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Bancorp did not have any financial instrumentssifaed within Level 3 of the valuation hierarchy fassets and liabilities measured at
fair value on a recurring basis at June 30, 201@emember 31, 2013.

MSRs are recorded at fair value upon capitalizatiwa amortized to correspond with estimated sinyimcome, and are quarterly
assessed for impairment based on fair value aegharting date. Fair value is based on a valuatiodel that calculates the present
value of estimated net servicing income. The mougrporates assumptions that market participaotddvuse in estimating future r
servicing income. These measurements are classifiegvel 3. At June 30, 2014 and December 313 #tdre was no valuation
allowance for the mortgage servicing rights, asfélirevalue exceeded the cost. Accordingly, theRd@re not included in either table
below for June 30, 2014 or December 31, 2013.

Mortgage loans held for sale are recorded at tivell@f cost or market value. The portfolio is commed of residential real estate loans
and fair value is based on specific prices of ulyiteg contracts for sales to investors. These messents are classified as Level 2.
Because the fair value of the loans held for sateeded carrying value, mortgage loans held f@& asd not included in either table
below for June 30, 2014 or December 31, 2013.

Other real estate owned, which is carried at theetaf cost or fair value, is periodically asseskrdmpairment based on fair value at
the reporting date. Fair value is determined fextternal appraisals using judgments and estimdtesternal professionals. Many of
these inputs are not observable and, accordingbget measurements are classified as Level 3.un&t 30, 2014 and December 31,
2013, the carrying value of other real estate owmasl $2,966,000 and $5,590,000, respectively. 1Qde estate owned is not
included in either table below, as the fair valfithe properties exceeded their carrying valuaiae B0, 2014 and December 31, 2013.

For impaired loans in the table below, the fairuesais calculated as the carrying value of only foaith a specific valuation allowance,
less the specific allowance. As of June 30, 2€dt4] impaired loans with a valuation allowance &#7.9 million, and the specific
allowance totaled $1.1 million, resulting in a fa@lue of $6.8 million, compared to total impaileedns with a valuation allowance of
$10.6 million, and the specific allowance allocattotaling $1.5 million, resulting in a fair vale¢ $9.1 million at December 31, 201
The losses represent the change in the specifiwatices for the period indicated.

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

Losses for 6 montt

Fair value at June 30, 201« period ended
(in thousands) Total Level 1 Level 2 Level 3 June 30, 201«
Impaired loan: $ 6,83: $ — % — $ 6,83: $ (20)
Losses for 6 montt
Fair value at December 31, 201 period ended
(in thousands) Total Level 1 Level 2 Level 3 June 30, 201:
Impaired loan: $ 9,12¢ $ —  $ — % 9,12¢ $ (76)
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In the case of the securities portfolio, Bancormitors the valuation technique utilized by pricigencies to ascertain when transfers
between levels have occurred. The nature of timaireng assets and liabilities is such that traissfe and out of any level are expec
to be rare. For the six months ended June 30,,28&¢ were no transfers between Levels 1, 2, or 3

(16) Fair Value of Financial Instruments

US GAAP requires disclosure of the fair value official assets and liabilities, including thosaficial assets and financial liabilities

that are not measured and reported at fair valugr@curring basis or nonrecurring basis. Theygagramounts, estimated fair values,
and placement in the fair value heirarchy, of Bapsofinancial instruments are as follows:

(in thousands) Carrying
June 30, 201« Amount Fair Value Level 1 Level 2 Level 3
Financial assets
Cash and shc-term investment $ 95,26. $ 95,26. $ 95,26 — —
Mortgage loans held for sa 4,16% 4,244 — 4,24¢ —
Federal Home Loan Bank stock and other

securities 6,347 6,347 — 6,347 —
Loans, ne 1,770,03! 1,771,66! — — 1,771,66!
Accrued interest receivab 5,527 5,527 5,527 — —
Financial liabilities
Deposits $ 1987390 $ 198881 $ — 1,988,81 —
Shor-term borrowings 115,48¢ 115,48¢ — 115,48¢ —
FHLB advance:! 36,06 36,59¢ — 36,59¢ —
Accrued interest payab 13¢ 13¢ 13¢ — —
(in thousands) Carrying
December 31, 201 Amount Fair Value Level 1 Level 2 Level 3
Financial assets
Cash and shc-term investment $ 70,77C $ 70,77C $ 70,77( — —
Mortgage loans held for sa 1,757 1,815 — 1,817 —
Federal Home Loan Bank stock and other

securities 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 $ 1,983,002 $ — 1,983,02! —
Shor-term borrowings 117,91( 117,91( — 117,91( —
FHLB advance:! 34,32¢ 35,16¢ — 35,16¢ —

12€ 12€ 12¢€ — —

Accrued interest payab

34




Table of Contents

Management used the following methods and assungptimestimate the fair value of each class offife instrument for which it is
practicable to estimate the value.

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

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

Federal Home Loan Bank stock and other securities

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

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

Loans, net

US GAAP prescribes the exit price concept for eating fair value of loans. Because there is na@ive market (exit price) for
trading virtually all types of loans in Bancorp’srifolio, fair value of loans is estimated by disating future cash flows using current
rates at which similar loans would be made to heers with similar credit ratings and for the sammaining maturities (e.g. entrance
price).

Deposits

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

Federal Home Loan Bank advances

Fair value of FHLB advances is estimated by distiogrfuture cash flows using estimates of curreatkat rate for instruments with
similar terms and remaining maturities.

Commitments to extend credit and standby letters ofredit

Fair values of commitments to extend credit argreged using fees currently charged to enter iimtdlar agreements and the
creditworthiness of the customers. Fair 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 créslnot presented since management believes itheslae to be insignificant.

Limitations

Fair value estimates are made at a specific poititrie based on relevant market information andrinftion about financial
instruments. Because no market exists for a siamfiportion of Bancorp’s financial instrumentsy falue estimates are based on
judgments regarding future expected losses, cuesariomic conditions, risk characteristics of vasifinancial instruments, and other
factors. These estimates are subjective in natuteéravolve uncertainties and matters of signifigaigment and therefore cannot be
determined with precision. Therefore, calculatédvialue estimates in many instances
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(17)

cannot be substantiated by comparison to indepémaarkets and, in many cases, may not be realizatdeurrent sale of the
instrument. Changes in assumptions could sigmfigaffect estimates.

Regulatory Matters

Bancorp and the Bank are subject to various cagtplirements prescribed by banking regulationsaamlinistered by state and
federal banking agencies. Under these requiremBats;orp and the Bank must meet minimum amountgpanckntages of Tier | and
total capital, as defined, to risk weighted asaat$ Tier | capital to average assets. Risk weighssets are determined by applying
certain risk weightings prescribed by the reguladito various categories of assets and off-balaheet commitments. Capital and risk
weighted assets may be further subject to qualégtidgments by regulators as to components, reghting and other factors. Failt
to meet the capital requirements can result irmgernandatory, and possibly discretionary, conectictions prescribed by the
regulations or determined to be necessary by thdators, which could materially affect the unaaditonsolidated financial
statements. Bancorp and the Bank met all capitplirements to which they were subject as of Jun@G04.

The following table sets forth consolidated Bant®gnd the Bank’s risk based capital amounts atidsras of June 30, 2014 and
December 31, 2013.

Minimum for adequately Minimum for well
Actual capitalized capitalized
(Dollars in thousands) Amount Ratio Amount Ratio Amount Ratio
June 30, 201«
Total risk-based capital (1
Consolidatec $ 264,45¢ 135%$  156,36! 8.0(% NA NA
Bank 254,36( 13.0% 156,04¢ 8.0(% $ 195,06: 10.00%
Tier | risk-based capital (1
Consolidatec $ 239,96( 1228 $ 78,16! 4.0(% NA NA
Bank 229,91¢ 11.7% 78,00¢ 40% $ 117,00° 6.0(%
Leverage (2
Consolidatec $ 239,96( 10.1% $ 70,64¢ 3.0(% NA NA
Bank 229,91¢ 9.7%% 70,74« 3.0% $ 117,90° 5.0(%
December 31, 201.
Total risk-based capital (1
Consolidatec $ 252,17: 1350 % 148,99 8.0(% NA NA
Bank 239,57 12.9% 148,57! 8.0(% $ 185,71 10.00%
Tier | risk-based capital (1
Consolidatec $ 228,82 122% $ 74,47¢ 4.0(% NA NA
Bank 219,29¢ 11.652% 75,29¢ 40(% $ 112,94 6.0(%
Leverage (2
Consolidatec $ 228,82 9.7%% $ 70,40¢ 3.0(% NA NA
Bank 219,29¢ 9.2 71,20: 3.0% $ 118,66¢ 5.0(%

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

This item discusses the results of operations fockSYards Bancorp, Inc. (“Bancorp” or “Companydhd its subsidiary, Stock Yards Ban}
Trust Company (“Bank”) for the three and six morghsled June 30, 2014 and compares these periddtheisame periods of the previous
year. Unless otherwise indicated, all referencehigdiscussion to the Bank include Bancorp. Iditaah, the discussion describes
significant changes in the financial condition afrig@orp and the Bank that have occurred duringitiesix months of 2014 compared to the
year ended December 31, 2013. This discussion dfieutead in conjunction with the consolidatedricial statements and accompany
notes presented in Part 1, Item 1 of this report.

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

Overview of 2014 through June 30

Bancorp completed the first six months of 2014 wébord net income of $16.2 million or 23% morertliae comparable period of 2013. The
increase is due primarily to higher net interesbine and a lower provision for loan losses, somewtiset by higher non-interest expenses
and higher income tax expense. Diluted earningsipare for the first six months of 2014 were $1cddfnpared to the first six months of
2013 at $0.94.

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 profitabiliimilarly, deposit volume is crucial to funding hsaand rates paid on deposits directly impact
profitability. Business volumes are influenceddwerall economic factors including market intemreges, business spending, consumer
confidence and competitive conditions within therkegplace.

Net interest income increased $3,445,000, or 9f@fdhe first six months of 2014, compared to tame period in 2013. The net inter
margin was 3.77% for the first six months of 20ddmpared to 3.78% for the same period in 2013on§tfoan growth was the primary dri'
of increased interest income, and was partiallgaifby the effect of declining interest rates edrna the fourth quarter of 2013, Bancorp
redeemed $30 million of subordinated debentureshwvbarried a rate of 10.00%; this accounted fomtlagority of the interest expense
savings, and contributed approximately 14 basistpdd the net interest margin. To a lesser exietg@rest expense declined due to lower
costs on deposits and FHLB borrowings arising fiower interest rates and a more favorable depagit m

Also favorably impacting 2014 results, Bancorp’'sypsion for loan losses was $1.7 million for thesfisix months of 2014, compared to $3.7
million in the first six months of 2013. The prsidn for loan losses is calculated after consideciredit quality factors, and ultimately relies
on an overall internal analysis of the risk in kb&n portfolio. Bancorp’s allowance for loan lossess 1.65% of total loans at June 30, 2014,
compared to 1.66% of total loans at December 31328nd 1.92% at June 30, 2013.
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Total non-interest income in the first six montfig014 was virtually flat compared to the samegetin 2013, and remained consistent at
32% of total revenues. Decreases in mortgage bgmkirenue and brokerage commissions were largé&dgtdby increases in investment
management and bankcard transaction revenue. tRé&suthe first six months of 2013 included a $00® gain on acquisition.

Total non-interest expense in the first six momh2014 increased $844 thousand, or 2.5%, comgarte same period in 2013 due to
increases in salaries and benefits, net occupaatg,processing and other non-interest expenseseTihcreases were somewhat offset by
gains on sale of foreclosed assets. Results éofirt six months of 2013 included $1,548,000 afusition costs related to the Oldham
transaction. Bancorp’s second quarter 2014 effigigatio was 57.18% compared with 63.72% in ttomsd quarter last year. For the first
six months of 2014, the efficiency ratio was 57.8t#mpared to 59.85% for the same period in 2013.

Tangible common equity (TCE), a non-GAAP measwg@, ineasure of a company’s capital which is usefelaluating the quality and
adequacy of capital. The ratio of tangible commguity to total tangible assets was 10.00% as oé By 2014, compared to 9.50% at
December 31, 2013. See the Non-GAAP Financial Messsection for details on reconcilement to US GAAeasures.

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

Net income of $8,034,000 for the three months erded 30, 2014 increased $1,627,000, or 25.4%, $&407,000 for the
comparable 2013 period. Basic and diluted netrireper share was $0.55 for the second quarterlaf, 20 increase of 22.2% from
the $0.45 for the second quarter of 2013.

Reflecting increased net income, annualized reduraverage assets and annualized return on avetiadeéolders’ equity were 1.37%
and 13.35%, respectively, for the second quart@0a#t, compared to 1.16% and 11.69%, respectif@yhe same period in 2013.

Record net income of $16,211,000 for the six moetided June 30, 2014 increased $3,036,000, or 2860/t $13,175,000 for the
comparable 2013 period. Basic net income per sliase$1.12 for the first six months of 2014, andase of 19.1% from the $0.94
the first six months of 2013. Net income per stare diluted basis was $1.10 for the first six therof 2014, an increase of 17.0%
from the $0.94 for the first six months of 2013.

Reflecting increased net income, annualized reduraverage assets and annualized return on avetiadeéholders’ equity were 1.39%
and 13.74%, respectively, for the first six momh2014, compared to 1.23% and 12.41%, respectif@iythe same period in 2013.

Basic and diluted net income per share did nokemse at the same rate as net income due to tlaneesof 531,288 shares in the
second quarter of 2013 for the Oldham transact®iso, Bancorp’s higher average stock price forgheond quarter and first six
months of 2014, as compared to the same perio2i3li8, is the primary factor for more dilutive shmar&ee Note 12 for additional
information related to net income per share.

Net Interest Income

The following tables present the average balaneetstor the three and six month periods ended 30n2014 and 2013 along with
related calculation of tax-equivalent net inteiesbme, net interest margin and net interest spi@aithe related periods. See the notes
following the tables for further explanation.
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Average Balances and Interest Rates — Taxable Equlent Basis

Three months ended June 3!

2014 2013
Average Average Average Average
(Dollars in thousands) Balances Interest Rate Balances Interest Rate
Earning assets:
Federal funds sol $ 77,38t $ 63 03%$ 9502¢ $ 72 0.3(%
Mortgage loans held for sa 4,43¢ 43 3.8%% 6,471 56 3.47%
Securities
Taxable 322,20t 1,76( 2.1% 275,72 1,32¢ 1.95%
Tax-exempt 59,96¢ 424 2.84% 55,52: 41¢ 3.0%%
FHLB stock and other securiti 6,99t 63 3.61% 6,77: 64 3.7%%
Loans, net of unearned incor 1,750,48 19,90¢ 456% 1,633,89 19,60¢ 4.81%
Total earning assets 2,221,48:; 22,25¢ 4.02% 2,073,41 21,54 4.17%
Less allowance for loan loss 29,08¢ 33,24¢
2,192,39: 2,040,16'
Non-earning asset:
Cash and due from ban 35,89¢ 33,87¢
Premises and equipme 39,32 38,38
Accrued interest receivable and othe
assets 90,08 94,05
Total assets $ 2,357,69 $ 2,206,47
Interest bearing liabilities:
Deposits:
Interest bearing demand depo: $ 473,62 $ 124 0.1% $ 38542t $ 101 0.11%
Savings deposil 108,36( 10 0.04% 97,43’ 9 0.04%
Money market deposi 629,84 324 0.21% 572,24¢ 29¢ 0.21%
Time deposit: 338,53: 65€ 0.7¢% 372,35 87¢€ 0.94%
Securities sold under agreements to
repurchasi 52,39¢ 29 0.22% 54,57¢ 33 0.24%
Fed funds purchased and other short
term borrowings 22,10¢ 9 0.1€% 21,83¢ 9 0.17%
FHLB advance! 34,88¢ 20¢€ 2.31% 31,86¢ 21¢ 2.7¢%
Long-term debi — — — 30,90( 772 10.02%
Total interest bearing liabilities 1,659,75 1,35¢ 0.3%% 1,566,64 2,31¢ 0.5%%
Non-interest bearing liabilities:
Nor-interest bearing demand depo: 431,81 394,20:
Accrued interest payable and other
liabilities 24,75( 25,75¢
Total liabilities 2,116,32. 1,986,60!
Stockholders equity 241,37t 219,87:
Total liabilities and
stockholders’ equity $ 2,357,69 $ 2,206,47
Net interest income $  20,90( $ 19,22¢
Net interest spread 3.6%% 3.58%
Net interest margin __ 3.7% _ 3.7%
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Six months ended June 3

2014 2013
Average Average Average Average
(Dollars in thousands) Balances Interest Rate Balances Interest Rate
Earning assets:
Federal funds sol $ 87,02 % 14z 032%$ 102,700 $ 152 0.3(%
Mortgage loans held for sa 3,61¢ 74 4.1% 7,151 12C 3.3%
Securities
Taxable 323,04! 3,531 2.2(% 252,95¢ 2,63¢ 2.1(%
Tax-exempt 59,60" 851 2.88% 51,43( 80¢ 3.1%%
FHLB stock and other securiti 7,17( 13C 3.6€% 6,47¢ 12: 3.82%
Loans, net of unearned incor 1,733,92. 39,38: 458 1,605,81 38,78t 4.87%
Total earning assets 2,214,38! 44,11 4.02% 2,026,54. 42,63( 4.24%
Less allowance for loan loss 29,08¢ 33,83
2,185,30! 1,992,70!
Non-earning asset:
Cash and due from ban 35,66 32,781
Premises and equipme 39,44° 37,41«
Accrued interest receivable and ott
assets 91,62¢ 93,60¢
Total assets $ 2,352,03 $ 2,156,51.
Interest bearing liabilities:
Deposits:
Interest bearing demand depo: $ 477,44¢ % 25k 0.11% $ 361,76t $ 18¢ 0.1(%
Savings deposil 106,01: 20 0.0% 91,89° 18 0.04%
Money market deposi 623,81¢ 631 0.2(% 566,90 59¢ 0.21%
Time deposit: 344,05: 1,34¢ 0.7%% 374,02: 1,82 0.9&%
Securities sold under agreements t
repurchasi 56,62: 63 0.22% 55,94¢ 68 0.25%
Fed funds purchased and other short
term borrowings 19,397 15 0.1€% 20,74. 17 0.17%
FHLB advance! 34,59¢ 40z 2.3%8% 31,87( 43¢ 2.7¢%
Long-term debi — — — 30,90( 1,54 10.0¢%
Total interest bearing liabilities 1,661,94! 2,73¢ 0.3%% 1,534,05! 4,69( 0.62%
Non-interest bearing liabilities:
Nor-interest bearing demand depo: 426,69! 382,96
Accrued interest payable and other
liabilities 25,39° 25,42¢
Total liabilities 2,114,03 1,942,44!
Stockholders equity 238,00( 214,06¢
Total liabilities and
stockholders’ equity $ 2,352,03 $ 2,156,51.
Net interest income $ 4137 $ 37,94
Net interest spread 3.6% 3.62%
Net interest margin __ 3.7™% _ 37%
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Notes to the average balance and interest ratestabl

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

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

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

< Interest income on a fully tax equivalent basidudes the additional amount of interest income watld have been earnes
investments in certain tax-exempt interest earasgets had been made in assets subject to feabezaltielding the same
aftertax income. Interest income on municipal secuwgitiad loans have been calculated on a fully takvabpnt basis using
federal income tax rate of 35%. The approximatestguivalent adjustments to interest income wedbsE0 and $254,000,
respectively, for the three month periods endea B 2014 and 2013 and $494,000 and $502,00Gaesply, for the six
month periods ended June 30, 2014 and 2013.

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

Fully taxable equivalent net interest income of $24illion for the three months ended June 30, 26&reased $1,671,000, or 8.7%,
from $19.2 million when compared to the same pelastiyear. Net interest spread and net interesgimavere 3.69% and 3.77%,
respectively, for the second quarter of 2014 aB8%. and 3.72%, respectively, for the second quaft2013.

Fully taxable equivalent net interest income of @4hillion for the six months ended June 30, 201iteased $3,437,000, or 9.1%,
from $37.9 million when compared to the same peldstiyear. Net interest spread and net interesgimavere 3.69% and 3.77%,
respectively, for the first six months of 2014 &62% and 3.78%, respectively, for the first sixtis of 2013.

Approximately $650 million, or 36%, of Bancorp’slus are variable rate; most of these loans arexé@uti® the prime rate and may
reprice as that rate changes. However, approxiyn@835 million of variable rate loans have reachtteglr contractual floor of 4% or
higher. Approximately $147 million of variable edbans have contractual floors below 4%. The eimg $168 million of variable
rate loans have no contractual floor. Bancorp itiéeio establish floors whenever possible upon adgpn of new customers.
Bancorp’s variable rate loans are primarily comgatief commercial lines of credit and real estata$o At inception, most of
Bancorp’s fixed rate loans are priced in relationhie five year Treasury bond.

Average earning assets increased $187.8 millich3%o, to $2.21 billion for the first six months2%14 compared to 2013, reflecting
growth in the loan portfolio and investment sedesit Average interest bearing liabilities increh$&27.9 million, or 8.3%, to $1.66
billion for the first six months of 2014 compared2013 primarily due to increases in interest bgpdemand, savings and money
market deposits, FHLB advances and securitiesisud@r agreements to repurchase, partially offseldayeases in long-term debt,
certificates of deposits and federal funds purcthase
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Asset/Liability Management and Interest Rate Risk

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

Interest Rate Simulation Sensitivity Analysis

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

The June 30, 2014 simulation analysis, which shaavg little interest rate sensitivity, indicatesittan increase in interest rates of 100
to 200 basis points would have a negative effeatairinterest income, and a decrease of 100 basitspn interest rates would also
have a negative impact. These estimates are sumeddrelow.

Net interest
income change

Increase 200b (6.48%
Increase 100b (4.39)
Decrease 100k (2.97)
Decrease 200k N/A

Loans indexed to the prime rate, with floors of déhigher, comprise approximately 19% of total lmasince the prime rate is
currently 3.25%, rates would have to increase rtfrae 75 bp before the rates on such loans will ridgis effect, captured in the
simulation analysis above, negatively impacts ffeceof rising rates.

The scenario of rates decreasing 200 bp is nobnaduy possible given current low rates for shertrt instruments and most deposits.
Undesignated derivative instruments described iteMaare recognized on the consolidated balancs shéair value, with changes in
fair value, due to changes in prevailing interasts, recorded in other non-interest income. Bexafimatching terms of offsetting
contracts, in addition to collateral provisions ahimitigate the impact of non-performance risk,nges in fair value subsequent to
initial recognition have a minimal effect on eaggnand are therefore not included in the simutatioalysis results above.

Derivatives designated as cash flow hedges desthibRote 6 are recognized on the consolidatednsalaheet at fair value, with
changes in fair value, due to changes in prevaihitgyest rates, recorded net of tax in other caing@nsive income.
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Provision for Loan Losses

The provision for loan losses was $1.4 million $id3 million for the second quarter of 2014 and20#&spectively, and $1.7 million
and $3.7 million for the first six months of 2014da2013, respectively. The allowance for loan lessecalculated after considering
credit quality factors, and ultimately relies onaerall internal analysis of the risk in the Iqaortfolio. Based on this analysis,
provisions for loan losses are determined and dszbr The provision reflects an allowance methagiptbat is driven by risk ratings,
historical losses, and qualitative factors. Theele of non-performing loans continue to decreaskraany key indicators of loan
quality continue to show improvement. While overa#tdit metrics have continued to improve, the dgrade of a large commercial
and industrial lending relationship during the setquarter caused management to pause what has lséesdy reduction of the
allowance coverage over the past year. Managebatisives that by year end there will be greateiitglaegarding the ultimate risk
presented by this loan. Bancorp intends to contimitie its historically conservative stance towarddit quality, remaining cautious in
assessing the potential risk in the loan portfolio.

Management utilizes loan grading procedures wheshilt in specific allowance allocations for tharasted inherent risk of loss. For
all loans graded, but not individually reviewedyemeral allowance allocation is computed usingofactypically developed over time
based on actual loss experience. The specific andrgl allocations plus consideration of quali@fizctors represent management'’s
best estimate of probable losses contained inotne portfolio at the evaluation date. Although @llewance for loan losses is
comprised of specific and general allocations dhiire allowance is available to absorb any chledies. Based on this detailed
analysis of credit risk, management considers lbevance for loan losses adequate to cover prodabes inherent in the loan
portfolio at June 30, 2014.

An analysis of the changes in the allowance fon lloases and selected ratios for the three andheith periods ended June 30, 2014
and 2013 follows:

Three months ended June 3 Six months ended June 3
(Dollars in thousands) 2014 2013 2014 2013
Balance at the beginning of the per $ 28,59. $ 32,02: $ 28,52: $ 31,881
Provision for loan losse 1,35( 1,32¢ 1,70C 3,65(
Loan charg-offs, net of recoverie (180 (1,367) (4617) (3,55))
Balance at the end of the peri $ 29,76. $ 31,98( $ 29,761 $ 31,98(
Average loans, net of unearned incc $ 1,759,69 $ 1,644,88 $ 1,743,24. $ 1,615,28I
Provision for loan losses to average loans 0.0&% 0.0&% 0.10% 0.23%
Net loan charc-offs to average loans ( 0.01% 0.0€% 0.03% 0.22%
Allowance for loan losses to average lo 1.6% 1.9%% 1.71% 1.98%
Allowance for loan losses to per-end loans 1.65% 1.92% 1.65% 1.92%

(1) Amounts not annualized

Loans are charged off when deemed uncollectibleadnds is identified or after underlying collaidras been liquidated; however,
collection efforts may continue and future recoesninay occur. Periodically, loans are partiallyrged off to the net realizable value
based upon collateral analysis.
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An analysis of net charge-offs by loan categorytii@rthree and six month periods ended June 3@, 206d 2013 follows:

(in thousands)

Three months
ended June 3(

Six months

ended June 3(

Net loan chargeoffs (recoveries) 2014 2013 2014 2013
Commercial and industrii $ 24 $ 13 $ 15 $ 16
Construction and development, excluding

undeveloped lan — — — (164)
Undeveloped lan (37) — (37) 2,00(
Real estate mortga¢- commercial investmet 11z 85( 14¢ 83t
Real estate mortgage - owner occupied

commercia 9 31¢ 85 357
Real estate mortga¢ 1-4 family residentia 29 217 172 46¢
Home equity 64 (12) 63 35
Consume (3) 6 14 4

$ 18C $ 1,360 $ 461 $ 3,551

Total net loan charge-offs

Non-interest Income and Expenses

The following table sets forth the major componeitaon-interest income and expenses for the thnglesix month periods ended

June 30, 2014 and 2013.

Three months
ended June 3(

Six months
ended June 3(

%

%

(In thousands) 2014 2013 Change 2014 2013 Change
Nor-interest income
Investment management and trust
services $ 4,75 $ 4,12¢ 15.2% $ 9,32: % 8,01t 16.2%
Service charges on deposit accol 2,22: 2,244 -0.9% 4,32¢ 4,244 1.9%
Bankcard transaction reven 1,20¢ 1,02( 18.5% 2,28¢ 1,981 15.2%
Mortgage banking revent 722 1,19¢ -39.6% 1,31(C 2,37¢ -44.&%
Loss on sales of securities available for
sale 9) (5) 80.(% 9) (5) 80.(%
Brokerage commissions and fe 462 622 -25.7% 967 1,23 -21.&%
Bank owned life insurance incor 234 25¢ -9.7% 47C 511 -8.C%
Gain on acquisitiol — 44¢ -100.(% — 44¢ -100.(%
Other 461 39¢ 15.8% 861 732 17.€%
Total nor-interest incoms $ 10,057 $ 10,31: -2.5% $ 19,53: $ 19,53¢ 0.0%
Nor-interest expense
Salaries and employee bene $ 10,72« $ 10,02: 70%$ 21.84. $ 19,67¢ 11.(%
Net occupancy expen: 1,45 1,43¢ 1.2% 3,00¢ 2,66¢ 12.%
Data processing expen 1,71¢ 1,81¢ -5.€% 3,27¢ 3,17¢ 3.2%
Furniture and equipment exper 25¢ 28¢€ -9.4% 527 577 -8.7%
FDIC insurance expen: 35C 357 -2.C% 692 707 -2.1%
Gain on other real estate owr (6) (74) -91.%% (349 (109 220.2%
Acquisition cost — 1,54¢ -100.(% — 1,54¢ -100.(%
Other 3,20: 3,43( -6.€% 6,24¢ 6,15¢ 1.4%
Total nor-interest expense $ 17,70 $ 18,82: -6.%$ 3524' $ 34,40 2.5%
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Total non-interest income decreased $254,000,5862for the second quarter of 2014 and decreas@9@,7or 0% for the first six
months of 2014, compared to the same periods i8.201

Approximately 47% of nomaterest income is investment management andrteusnue. The magnitude of investment managemer
trust revenue distinguishes Bancorp from other canity banks of similar asset size. Along with tiieets of improving investment
market conditions in 2013 and 2014, this sourceeeénue continued to grow through attraction of hewiness and retention of
existing business. Trust assets under managewotated $2.36 billion at June 30, 2014, compareb2t65 billion at June 30, 2013.
Investment management and trust services incomeased $626,000, or 15.2%, in the second quart2®bft, and $1,308,000, or
16.3% for the first six months, as compared tosdrme periods in 2013, primarily due to an increasarket value of assets under
management, net new business, and an increasecdntex fees. Recurring fees, which generally cosepover 95% of the investment
management and trust revenue, increased 12% faeettond quarter and 13% for the first six montha0df4, compared to the same
periods of 2013. Most recurring fees earned fonagang accounts are based on a percentage of nvalketon a monthly basis. Wt
fees are based on market values, they typicallyaddluctuate directly with the overall stock matrkas accounts usually contain fixed
income and equity asset classes, which generaltt reversely to each other. Some revenues dhtlestment management and trust
department, most notably executor, insurance, amtesmployee benefit plan-related fees, are nomieg in nature and the timing
of these revenues corresponds with the relatedrastmgtive activities. Non-recurring fees, sucheascutor fees, increased $137,000
for the second quarter and $289,000 for the firstreonths of 2014, compared to the same perio@98.

Service charges on deposit accounts decreasedd®?2by00.9%, in the second quarter of 2014, anctamed $82,000, or 1.9%, for the
first six months of 2014, as compared to the saem®@s in 2013. Service charge income is drivetréysaction volume, which can
fluctuate throughout the year. A significant coment of service charges is related to fees earnexyerdrawn checking accounts.
While this source of income has experienced a niddeease, management expects it to experienligr downward trend over time
due to anticipated changes in customer behavioiramdased regulatory restrictions.

Bankcard transaction revenue increased $189,008.68%6, in the second quarter of 2014, and $303@005.3% for the first six
months of 2014, compared to the same periods i8,281d primarily represents income the Bank derix@s customers’ use of debit
cards. This category reflects a change in the erainnwhich bankcard revenue and expense are extaind recorded by Bancorp,
related to the selection of a new bankcard procedsa2013, Bancorp moved processing of its barkt@ansactions to a new vendor
which provides more detailed information regardialgted income and expense. As a result, begiriningjd-2013, information
previously recorded as net revenue has been grogsedmore accurately reflect income and expeii$gs more detailed information
is not available for prior periods and thus impabescomparability of the information on an abselbasis for revenue and expense. It
is, however, comparable on a net basis. Bankcaahie, net of bankcard expenses which are recamddata processing expenses,
was $792,000 and 746,000 for the second quar20bt and 2013, and was $1,425,000 and $1,406,0Q0&dirst six months of 201
and 2013, respectively. The net increase in 20itAguily reflects an increase in volume of trangatt, partially offset by a decreas:
the interchange rates received. Most of this ragas interchange income based on rates set bicegmoviders in a competitive
market. Beginning in October 2011, this rate wasgdhe Federal Reserve for banks with over $1libbiin assets. While this
threshold indicates Bancorp will not be directljeated, this change has affected Bancorp and sthelarly sized institutions as
vendors gravitate to lower cost interchanges. Vewhich is dependent on consumer behavior, is@ggddo increase slowly.
However, management expects interchange ratesteatse, resulting in income from this source toaienconsistent with levels
experienced in 2013.
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Mortgage banking revenue primarily includes gainsales of mortgage loans. Bancorp’s mortgage bardépartment originates
residential mortgage loans to be sold in the seamgnharket. Interest rates on the loans sold aeshb with the borrower and investor
prior to closing the loans, thus Bancorp bearsnterést rate risk related to these loans. Therttepat offers conventional, VA and
FHA financing, for purchases and refinances, a$ ageprograms for first time home buyers. Interagts on mortgage loans directly
impact the volume of business transacted by thegage banking division. Mortgage banking revenugreiesed $473,000, or 39.6%,
in the second quarter of 2014, and $1,065,0004@9%, for the first six months of 2014, as compdcethe same periods in 2013.
Market rates for mortgage loans increased sincérgtequarter of 2013, resulting in 83% lower vole of refinance activity in 2014
compared to 2013. Declines in refinance actiwéfject national trends, as fewer borrowers renraithé marketplace with incentive to
refinance. Lower purchase volume due in part t@sewinter conditions dampened home-buying activitpughout most of the first
quarter of 2014.

In the second quarter of 2014, Bancorp sold seesntith total par value of $7.4 million, generatia net loss of $9,000. These
securities consisted of mortgage-backed securititssmall remaining balances, obligations of statd political subdivisions, and
agency securities. In the second quarter of 2Ba8¢corp sold obligations of state and politicaldiutsions with total par value of
$685,000, generating a loss of $5,000.These saes made in the ordinary course of portfolio manaeyet.

Brokerage commissions and fees decreased $16@0Q6,7%, in the second quarter of 2014, and $200c0 21.8% for the first six
months of 2014, as compared to the same perio@iB,Zorresponding to overall brokerage volumeokBrage commissions and fees
earned consist primarily of stock, bond and mutuadl sales as well as wrap fees on accounts. Wéempare charges for investment
programs that bundle together a suite of servigsh as brokerage, advisory, research, and managesne based on a percentage of
assets. In the second quarter of 2013, broketaffensas reduced, resulting in a decline of acceumany of which included wrap
fees. However, after consideration of related agps, the decline in net income for the first sonths of 2014 was approximately
$32,000 compared to the same period of 2013. Bardeploys its brokers primarily through its bramgtwork, while larger managed
accounts are serviced in the investment manageamentrust department.

Bank Owned Life Insurance (BOLI) income totaled $2®0 and $259,000 for the second quarter of 20842813, respectively, and
totaled $470,000 and $511,000 for the first six therof 2014 and 2013, respectively. BOLI represéime cash surrender value for
insurance policies on certain key employees whe mavided consent for Bancorp to be the benefiaéia portion of such policies.
Any proceeds received under the policies and tla¢ere change in cash surrender value are recosirdrainterest income. This
income helps offset the cost of various employeehts.

The Oldham transaction was accounted for usingtigeisition method of accounting and, accordingsets acquired, liabilities
assumed and consideration transferred were recatdestimated fair value on the acquisition dathe fair value adjustments resulted
in net assets acquired in excess of the considerptid. Accordingly, a non-taxable gain of $44®,6vas recognized in the second
quarter of 2013.

Other non-interest income increased $63,000, @%5in the second quarter of 2014 as comparedeteame period in 2013, and
$129,000, or 17.6%, in the first six months of 2@%4compared to the same period in 2013, due #wiaty of other factors, none of
which are individually significant.

Total non-interest expenses decreased $1,121,0800%, for the second quarter of 2014 as comparélse same period in 2013 and
increased $844,000, or 2.5%, for the first six rherdaf 2014 as compared to the same period in 2013.
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Salaries and employee benefits increased $70300000%, for the second quarter of 2014, and $200084 or 11.0% for the first six
months of 2014, as compared to the same perio#81H, largely due to increased staffing levelshligoonus accruals, normal
increases in salaries and higher health insuramsts,cpartially offset by lower stock-based compéina expense. In the first quarter
of 2014, Bancorp recorded an adjustment to expeiated to performance stock units, decreasingkdtased compensation by
$185,000. Increased staffing levels included gestaff with higher per capita salaries in investin@anagement and trust, lending
operational functions as well as staff increasssltiag from the Oldham transaction. At June 3@ £®Bancorp had 528 full-time
equivalent employees compared to 511 at June 3@.20

Net occupancy expense increased $18,000, or 1rBfheisecond quarter of 2014, and $343,000, oA M&he first six months of
2014, as compared to the same periods of 201ZNadge to a $150,000 non-recurring rent refuné deased facility which lowered
rent expense in the first quarter of 2013, incredseent and depreciation expense attributabfeuoadditional locations as a result of
the Oldham transaction, and unusually high maimteea&osts in 2014 related to the severe winter.

Data processing expense decreased $101,000, ornis ##% second quarter of 2014, and increased $003pr 3.2% for the first six
months of 2014, compared to the same periods d3.20% noted above during 2013, Bancorp began daugibank card revenue and
expense gross; this information was previously eged net. The reported expense related to bankazdivity increased $283,000 for
the first six months of 2014 compared to the saereod in 2013 due to this change. This is patiaffset by a decrease of $126,000
for the first six months of 2014 related to progeg®f trust and investment management activityis tategory includes ongoing
computer equipment maintenance costs related imddogy needed to improve the pace of delivery obénand internal resources.

Furniture and equipment expense decreased $27r(a% for the second quarter of 2014, and $50,008,7% for the first six
months of 2014, as compared to the same perio28li8. These fluctuations relate to a variety ofdes, none of which were
individually significant. Costs of capital assdtions flow through the statement of income aer lives of the assets in the form of
depreciation expense.

FDIC insurance expense decreased $7,000, or 2dydhe second quarter of 2014, and $15,000 or 2at%he first six months of
2014, as compared to the same periods in 2013a3¢wssment is calculated by the FDIC and adjustadegly. The decline in
expense is due primarily to a reduction in the ss®ent rate, which was driven by improved creditricein 2014.

Gains on other real estate owned (OREO) totale@0®6and $74,000 for the second quarter of 2014848, respectively, and totaled
$349,000 and $109,000 for the first six months@f£and 2013, respectively. Bancorp liquidatedsm\properties at prices greater
than their carrying values in the first quarte26i.4 resulting in gains on foreclosed assets.

In connection with the Oldham acquisition in 20Bancorp incurred $1,548,000 in expenses relatedé¢outing the transaction and
integrating and conforming acquired operations \&ithl into Bancorp. Those expenses consisted laod&lygnversion of systems
and/or integration of operations.
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A summary of acquisition costs included in the adidated statement of income in the second quaft2013 follows:

(in thousands) Amount

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

Other non-interest expenses decreased $227,006%ri6 the second quarter of 2014, and increas&®®$8 or 1.4% for the first six
months of 2014, as compared to the same perio2818. The year to date increase is largely duete deposit intangible
amortization which began in May 2013. This categalep includes legal and professional fees, adiegi printing, mail and
telecommunications, none of which had individualignificant variances.

Income Taxes

In the second quarter of 2014, Bancorp recordeghictax expense of $3,627,000, compared to $2,082¢0 the same period in

2013. The effective rate for the three month gkvias 31.1% in 2014 and 29.9% in 2013. Bancorprdsd income tax expense of
$7,259,000 for the first six months of 2014, coneplato $5,751,000 for the same period in 2013. &ffextive rate for the six month
period was 30.9% in 2014 and 30.4% in 2013. See Ml4tfor an analysis of the difference betweersthtutory and effective tax ratt

Commitments

Bancorp uses a variety of financial instrumentth&normal course of business to meet the finameadls of its customers. These
financial instruments include commitments to exteretit and standby letters of credit. A discussibBancorp’s commitments is
included in Note 9.

Other commitments discussed in Bancorp’s AnnualoRegn Form 10-K for the year ended December 31328ave not materially
changed since that report was filed, relative talitative and quantitative disclosures of fixed alederminable contractual obligations.

b) Financial Condition
Balance Sheet

Total assets increased $22.1 million, or 0.9%, f&#889 billion on December 31, 2013 to $2.411idsillon June 30, 2014. The most
significant contributor to the increase was loamsich increased $78.4 million during the first sbonths of 2014. Securities available
for sale decreased $75.5 million, primarily a resfila decrease in the amount of short-term seesritThese securities, with maturities
of 30 days or less, totaled $45 million and $110ioni for June 30, 2014 and December 31, 2013, aetbely. Bancorp invests excess
funds in short-term investment securities at eacrtgr end as part of a state tax minimizatiorntegia Mortgage loans held for sale
increased $2.4 million, cash and due from banks
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increased $22.8 million, and federal funds soldeased $1.6 million. Other assets decreased $8i@nndriven primarily by a $2.6
million decline in other real estate owned.

Total liabilities increased $7.9 million, or 0.4%om $2.160 billion December 31, 2013 to $2.168dyl on June 30, 2014. The most
significant component of the increase was deposhg;h increased $6.5 million or 0.33%. Federalds purchased increased $3.7
million, or 6.8% and Federal Home Loan Bank advarioereased $1.7 million or 5.06%. Bancorp ut§iztort-term lines of credit to
manage its overall liquidity position, and longemt FHLB advances to manage its overall interdstniak position. Securities sold
under agreement to repurchase decreased $6.1muli®.8%, while other liabilities increased $2.Hiom or 8.2%.

Elements of Loan Portfolio

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

(in thousands)

Loans by Type June 30, 201+« December 31, 201
Commercial and industrii $ 558,72( $ 510,73¢
Construction and development, excluding undeveldaed 96,86 99,71¢
Undeveloped land (1 27,52¢ 29,87
Real estate mortgag
Commercial investmer 458,10: 430,04
Owner occupied commerci 334,01t 329,42.
1-4 family residentia 189,19: 183,70
Home equity- first lien 39,05( 40,25
Home equity- junior lien 64,16: 63,40:
Subtotal: Real estate mortge 1,084,52 1,046,82.
Consume 32,16( 34,19¢
Total Loans $ 1,799,79 $ 1,721,35!

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

Bancorp occasionally enters into loan participatgneements with other banks to diversify credit.riFor certain sold participation
loans, Bancorp has retained effective control efltfans, typically by restricting the participatimgtitutions from pledging or selling
their share of the loan without permission from &amp. US GAAP requires the participated portiothafse loans to be recorded as
secured borrowings. These participated loansmataded in the commercial and industrial and retdte mortgage loan totals above,
and a corresponding liability is recorded in otledpilities. At June 30, 2014 and December 31, Qe total participated portions of
loans of this nature were $9.2 million and $9.4liom|, respectively.
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Non-performing Loans and Assets

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

(dollars in thousands) June 30, 201« December 31, 201.
Non-accrual loan: $ 11,98 $ 15,25¢
Troubled debt restructurir 7,11¢ 7,24¢
Loans past due 90 days or more and still accruing 34¢ 437
Non-performing loan: 19,45 22,94¢
Foreclosed real estate 2,96¢ 5,592
Non-performing assets $ 22,41¢ $ 28,531
Non-performing loans as a percentage of total Ic 1.0€% 1.3%%
Non-performing assets as a percentage of total assets 0.99% 1.19%

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

(in thousands)

Non-accrual loans by type June 30, 201+« December 31, 201

Commercial and industrii $ 1,10¢ $ 847
Construction and development, excluding undeveldaed 26 2€
Undeveloped lan 6,98¢ 7,34(
Real estate mortga¢- commercial investmet 693 1,921
Real estate mortga¢- owner occupied commerci 2,24¢ 2,58:
Real estate mortga¢ 1-4 family residentia 90¢€ 2,391
Home equity and consumer loe 15 152
Total loans $ 11,98: $ 15,25¢

Bancorp has one relationship in its primary mavieich accounts for $6.7 million or 56% of total raccrual loans at June 30, 2014.
Each of the loans in this relationship is secunedipminantly by undeveloped land, and manageméintaes minimal additional loss
exposure after consideration of collateral. Témaining balance of non-accrual loans, totalin@ $5illion, is comprised of a larger
number of borrowers with smaller balances. Eaadhaxxrual loan is individually evaluated for impaént in conjunction with the
overall allowance methodology.

c) Liquidity
The role of liquidity management is to ensure fuadsavailable to meet depositors’ withdrawal aaddwers’credit demands while
the same time maximizing profitability. This is acgplished by balancing changes in demand for fuvittechanges in the supply of
those funds. Liquidity is provided by short-termulid assets that can be converted to cash, invaesseeurities available for sale,
various lines
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of credit available to Bancorp, and the abilityattract funds from external sources, principallpalts. Management believes it has
the ability to increase deposits at any time bgifig rates slightly higher than the market rate.

Bancorp’s most liquid assets are comprised of eashdue from banks, available for sale marketatdestment securities and federal
funds sold. Federal funds sold totaled $37.9 amlkt June 30, 2014. These investments normallg ba&rnight maturities and are
used for general daily liquidity purposes. The failue of the available for sale investment poitfatas $414.5 million at June 30,
2014. The portfolio includes maturities of approately $63.7 million over the next twelve monthssluding $45 million of shorterm
securities which matured in July 2014. Combinetth\igéderal funds sold, these offer substantialueses to meet either new loan
demand or reductions in Bancorp’s deposit fundiageh Bancorp pledges portions of its investmentréees portfolio to secure public
fund deposits, cash balances of certain investmantagement and trust accounts, and securitiesiadigr agreements to repurchase.
At June 30, 2014, total investment securities pdeidigr these purposes comprised 51% of the avaifablsale investment portfolio,
leaving $203.8 million of unpledged securities.

Bancorp has a large base of core customer depdsiteed as demand, savings, and money market di@goesunts. At June 30, 2014,
such deposits totaled $1.658 billion and represe8886 of Bancorp’s total deposits. Because these aeposits are less volatile and
are often tied to other products of Bancorp throlagly lasting relationships they do not put heargspure on liquidity. However,
many of Bancorp’s overall deposit balances arehdslly high. When market conditions improve,gbéalances will likely decrease,
putting some strain on Bancorp’s liquidity positioAs of June 30, 2014, Bancorp had only $1.5 arillor 0.1% of total deposits, in
brokered deposits.

Other sources of funds available to meet daily agéeclude the sales of securities under agreememepurchase. Also, Bancorp is a
member of the FHLB of Cincinnati. As a member &f #HLB, Bancorp has access to credit productseofHLB. Bancorp views
these borrowings as a low cost alternative to dilhex deposits. At June 30, 2014, the amount aflable credit from the FHLB
totaled $417.1 million. Additionally, Bancorp hadailable federal funds purchased lines with caweslent banks totaling $45
million.

Bancorp’s principal source of cash revenues igdends paid to it as the sole shareholder of th&kBan June 30, 2014, the Bank may
pay up to $33.4 million in dividends to Bancorphuaitit regulatory approval subject to the ongoingtehpequirements of the Bank.

d) Capital Resources

At June 30, 2014, stockholders’ equity totaled $844illion, an increase of $14.2 million since Dextxer 31, 2013. See the
Consolidated Statement of Changes in Stockholdiggsity for further detail of the changes in equgigce the end of 2013. One
component of equity is accumulated other compratiemscome (loss) which, for Bancorp, consists ef unrealized gains or losses
securities available for sale and hedging instrusjeas well as a minimum pension liability, eachafdaxes. Accumulated other
comprehensive income (loss) was $1,034,000 an@18200) at June 30, 2014 and December 31, 2048ectvely. The $3,251,000
increase is primarily a reflection of the positeféect of the decreasing interest rate environmlening the first six months of 2014 on
the valuation of Bancorp’s portfolio of securit@gailable for sale.

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

The following table sets forth Bancorp’s and thenBa risk based capital ratios as of June 30, 20idtDecember 31, 2013.

June 30, December 31
2014 2013
Total risk-based capital (1
Consolidatec 13.57% 13.5%%
Bank 13.0% 12.9(%
Tier | risk-based capital (1
Consolidatec 12.28% 12.2%%
Bank 11.7% 11.65%
Leverage (2
Consolidatec 10.1% 9.7%%
9.7% 9.24%

Bank

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

Bancorp intends to maintain capital ratios at tH@swrically high levels at least until such timethe economy demonstrates sustained
improvement and to remain well positioned to pumsxeansion and other opportunities that may arise.

€) Non-GAAP Financial Measures

In addition to capital ratios defined by bankingukators, Bancorp considers various ratios wheluatiag capital adequacy, includil
tangible common equity to tangible assets, andildd@igommon equity per share, all of which are GRAP measures. Bancorp
believes these ratios are important because afwhééspread use by investors as means to evatapital adequacy, as they reflect
level of capital available to withstand unexpeateatket conditions. Because US GAAP does not irckapital ratio measures, there
are no US GAAP financial measures comparable teethatios.
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The following table reconciles Bancorp’s calculatiaf the measures to amounts reported under US GAAP

(in thousands, except per share datz June 30, 201« December 31, 201
Total equity $ 243.61: $ 229,44.
Less core deposit intangit (1,939 (2,157
Less goodwill (682) (682)
Tangible common equit $ 240,99 $ 226,61:
Total asset $ 2,411,37! 2,389,26:
Less core deposit intangik (1,937) (2,15))
Less goodwill (682) (682)
Total tangible asse $ 2,408,75 $ 2,386,42!
Total shareholde’ equity to total asse 10.1(% 9.6(%
Tangible common equity rat 10.0(% 9.5(%
Number of outstanding shar 14,66 14,60¢
Book value per shai $ 16.61 $ 15.71
Tangible common equity per shz 16.4: 15.5]

f)  Recently I ssued Accounting Pronouncements

In May 2014, the Financial Accounting Standardsf8d&FASB”) issued Accounting Standards Update ((RBNo. 2014-09,
Revenue from Contracts with Customers, which outlines a single comprehensive model forinsecounting for revenue arising from
contracts with customers, and supersedes mosintueeenue recognition guidance. The ASU is eiffedior fiscal years and interim
periods beginning after December 15, 2016. Thetaw of ASU 2014-09 is not expected to have aifigant impact on Bancorp’s
operations or financial statements.

In June 2014, the Financial Accounting Standardsr8¢‘FASB”) issued Accounting Standards Update§WR) No. 2014-11,
Repurchase-to-Maturity Transactions, Repurchase Financings and Disclosures, which changes the accounting for repurchase-to-
maturity transactions and linked repurchase finageito secured borrowing accounting. The ASU reguadditional disclosures of
transactions that are economically similar to repase agreements and information about collatézdbpd in repurchase agreements.
The ASU is effective for fiscal years and interigripds beginning after December 15, 2014. BecBaseorp does not utilize
repurchase-to-maturity transactions or linked repase financings, the adoption of ASU 2014-11 tsexpected to have an impact on
Bancorp’s operations or financial statements. Beed@ancorp utilizes repurchase agreements, thgtiadof ASU 2014-11 is
expected to result in additional disclosures in&ap’s financial statements.
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Item 3. Quantitative and Qualitative Disclosures about MaiRisk

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

Iltem 4. Controls and Procedures

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

Based on the evaluation of Bancorp’s disclosurdérotsiand procedures by the Chief Executive angfJfinancial Officers, there were no
significant changes during the quarter ended JOn2@L4 in Bancor internal control over financial reporting thashmaterially affected, «
is reasonably likely to materially affect, Bancarriternal control over financial reporting.

PART Il — OTHER INFORMATION

Iltem 2. Unreqistered Sales of Equity Securities and Uderofeeds

The following table shows information relating teetrepurchase of shares of common stock by Barttoipg the three months ended
June 30, 2014.

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

April 1 - April 30 1,10¢ $ 30.6¢ — —
May 1- May 31 79 29.2¢ — —
June 1- June 3( 25 29.4% — —
Total 1,21 $ 30.5¢ — —

(1) Activity represents shares of stock withheld to tages due upon the vesting of restricted stoakxercise of stock appreciation rights.
This activity has no impact on the number of shénas may be purchased under a Board-approved plan.

(2) Since 2008, there has been no share buyback plan.
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Item 6. Exhibits

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

Exhibit
Number Description of exhibit

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

101 The following financial statements from the Stockrifs Bancorp, Inc. June 30, 2014 Quarterly Repofam 10-Q, filed on
August 7, 2014, formatted in eXtensible Businespdriing 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 Statement of Changes in Stockholds&rsity
(6) Notes to Consolidated Financial Statem
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SIGNATURES

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

STOCK YARDS BANCORP, INC.
Date: August 7, 2014 By: /s/ David P. Heintzma

David P. Heintzman, Chairman
and Chief Executive Office

Date: August 7, 2014 By: /s/ Nancy B. Davit

Nancy B. Davis, Executive Vice Preside
Treasurer and Chief Financial Offic
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Exhibit 31.1
CERTIFICATION PURSUANT TO SECTION 302 OF THE SARBAN ES-OXLEY ACT
I, David P. Heintzman, certify that:
1. | have reviewed this quarterly report on Form@0f Stock Yards Bancorp, Inc.;

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

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

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

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

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

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

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

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

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

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

Date: August 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. | have reviewed this quarterly report on Form@0f Stock Yards Bancorp, Inc.;

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

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

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

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

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

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

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

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

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

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

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




Exhibit 32

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

In connection with this quarterly report of Stockrds Bancorp, Inc. on Form 10-Q for the period egdiune 30, 2014 (the “Reportiye, 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 Stock Yards Bancorp, Inc. as of amdHe periods presented in the Report.

Date: August 7, 2014 By: /s/ David P. Heintzma
David P. Heintzmar
Chairman ant
Chief Executive Office

Date: August 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 Stock YardsaBcorp, Inc. and will be retainec
by Stock Yards Bancorp, Inc. and furnished to the &curities and Exchange Commission or its staff uporequest.




