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Part |
Item 1. Business

Stock Yards Bancorp, Inc. (“Bancorp” or “Companytigadquartered in Louisville, Kentucky, is the hogflcompany for Stock Yards Bank
Trust Company (“Bank”). Bancorp, which was incaigged in 1988 in Kentucky, is registered with, antdject to supervision, regulation and
examination by the Board of Governors of the FddReserve System. The Bank is wholly owned andstate chartered bank. Because
Bancorp has no significant operations of its owsbusiness and that of the Bank are essentialgdaime. The operations of the Bank are
fully reflected in the consolidated financial statnts of Bancorp. Accordingly, references to “Bapt in this document may encompass
both the holding company and the Bank. At the ahmeeting on April 23, 2014, shareholders appravegsolution to amend Bancorp’s
restated articles of incorporation to change ita@drom S.Y. Bancorp, Inc. to Stock Yards Bancdmp,

Stock Yards Bank & Trust Company

Stock Yards Bank & Trust Company is the bankingsédibry of Bancorp and was chartered in 1904. Baek is headquartered in Louisvi
Kentucky and provides commercial and personal mengervices in the Louisville, Kentucky, Indianapplndiana and Cincinnati, Ohio
metropolitan markets through 35 full service bagkiffices. The Bank is chartered under the lawthefCommonwealth of Kentucky. In
addition to traditional commercial and personalkdag activities, the Bank has an investment managerand trust department offering a
wide range of investment management, trust, emplbgmefit plan and estate administration, and Gir@uplanning services. The Bank also
originates and sells single-family residential rgages. Additionally, the Bank offers securitieskemage services via its branch network
through an arrangement with a third party brokeaalele See Note 24 to Bancorp’s consolidated firsstatements for information relating
to the Bank’s business segments and “ltem 2. Ptieg&for information regarding owned and leaseaperties.

On April 30, 2013, Bancorp completed the acquigitdd 100% of the outstanding shares of THE BANCdmp, (“Oldham”), parent company
of THE BANK — Oldham County, Inc. As a result dettransaction, THE BANK —-©ldham County merged into Stock Yards Bank & T
Company. Since the acquisition date, results efaons acquired in the Oldham transaction haes lrecluded in Bancorp’s financial
results. The Oldham transaction has been accotmteing the acquisition method of accounting,awmtordingly, assets acquired,
liabilities assumed and consideration transferredewecorded at estimated fair value on the adorisiate. See Note 3 to Bancorp’s
consolidated financial statements for informatielating to the acquisition.

At December 31, 2014, Stock Yards Bank & Trust Camphad 524 full-time equivalent employees. Emeé&syof Stock Yards Bank &
Trust Company are entitled to participate in aetgrof employee benefit programs including a coraliemployee profit sharing and stock
ownership plan (“KSOP”). Management of Bancorjves to be an employer of choice and considerselationship with employees to be
good.

Supervision and Regulation

Bank holding companies and commercial banks amnsitely regulated under both federal and state.|l@hanges in applicable laws or
regulations may have a material effect on the lassirand prospects of Bancorp.

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

Kentucky and federal banking statutes delineatmissible activities for Kentucky state-charteredksm Kentucky’s statutes, however,
contain a super parity provision for Kentucky bahksing one of the top two ratings in its most regegulatory examination. This provisi
allows these state banks to engage in any bankiigtg in which a national bank in Kentucky, atstéank operating in any other state, or a
federally chartered thrift could engage. The bamist first obtain a legal opinion specifying thatstory or regulatory provisions that permit
the activity.

The Bank is subject to the supervision of the KekyuDepartment of Financial Institutions and thelém@l Deposit Insurance Corporation.
The Federal Deposit Insurance Corporation (FDIG)ias the deposits of the Bank to the current maxisnof $250,000 per depositor.
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The Gramm-Leach-Bliley Act (the “GLB Act”) allowsf affiliations among banks, securities firms amslirance companies by means of a
financial holding company (“FHC”). The GLB Act reiges that, at the time of establishment of an FElCJepository institutions within that
corporate group must be “well managed” and “weflitadized” and must have received a rating of *gatitory” or better under its most rec
Community Reinvestment Act examination. Furthen-banking financial firms (for example an insuragoepany or securities firm) may
establish an FHC and acquire a depository institutiVhile the distinction between banks and norklmnfinancial firms has been blurring
over recent years, the GLB Act makes it less cusdiae for banks to offer services “financial in matibut beyond traditional commercial
banking activities. Likewise, non-banking finandiamns may find it easier to offer services thatlhheretofore, been provided primarily by
depository institutions. In 2012, management afid@ap chose to become an FHC after evaluating ¢hefiis and costs.

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

e  Creation of a new Bureau of Consumer Financiald®tain overseeing banks with assets totaling $llidmior greater while
writing and maintaining several regulations thatlgyo all banks,

»  Determination of debit card interchange rates leyRderal Reserve Board,
* New regulation over derivative instruments,
*  Phase outs of certain forms of trust preferred dabthybrids previously included as bank capitadl a

* Increases to FDIC deposit coverage, revised cdlonmfor assessing bank premiums, and numeroes ptovisions affecting
financial institution regulation, oversight of cairt non-banking organizations, investor protecteta,

Uncertainty remains as to the ultimate impact efftodd-Frank Act, which we expect will have a conéd adverse impact on the financial
services industry as a whole and on Bancorp’s lessiresults of operations and financial conditioe to regulatory costs and increased
regulatory scrutiny over products and practices.

In July 2013, the Federal Reserve Board and th&€Rpproved final rules that substantially amendréggilatory risk-based capital

rules applicable to Bancorp and Bank. The finadsumplement the regulatory capital reforms ofBlasel Committee on Banking
Supervision reflected in “Basel Ill: A Global Regtdry Framework for More Resilient Banks and BagkBystems” (Basel Ill) and changes
required by the Dodd-Frank Act. Under these rules Jeverage and rishased capital ratios of bank holding companies nwdye lower tha
the leverage and risk-based capital ratios forredulepository institutions. The final rules impkmting the Basel Il regulatory capital
reforms became effective for Bancorp and Bank onudey 1, 2015, and include new minimum risk-bassuital and leverage ratios.
Moreover, these rules refine the definition of wbanstitutes “capitalfor purposes of calculating those ratios, includimg definitions of Tie
1 capital and Tier 2 capital.

The new minimum capital level requirements applieab bank holding companies and banks subjedtaaules are:

* anew common equity Tier 1 capital ratio of 4.5%,

» aTier 1 risk-based capital ratio of 6% (increaecth 4%),

» atotal risk-based capital ratio of 8% (unchangedifcurrent rules), and
» aTier 1 leverage ratio of 4% for all institutions.

The rules also establish a “capital conservatidifebuof 2.5%, to be phased in over three yearsyalthe new regulatory minimum risk-
based capital ratios, and result in the followingimum ratios once the capital conservation budully phased in:

* acommon equity Tier 1 risk-based capital rati@ 6%,
» aTier 1risk-based capital ratio of 8.5%, and
» atotal risk-based capital ratio of 10.5%.

Management believes that as of December 31, 20ddc@p meets the requirements to be consideredcapitalized under the new rules.
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The capital conservation buffer requirement iséghased in beginning in January 2016 at 0.625fislofveighted assets and will increase
each year until fully implemented in January 2048.institution will be subject to limitations on yiag dividends, engaging in share
repurchases and paying discretionary bonuses ifatégvels fall below minimum levels plus the beiffamounts. These limitations establish a
maximum percentage of eligible retained income tioald be utilized for such actions. Under thess ndes, Tier 1 capital will generally
consist of common stock (plus related surplus)ratained earnings, limited amounts of minority iagt in the form of additional Tier 1
capital instruments, and non-cumulative prefertedksand related surplus, subject to certain eligitstandards, less goodwill and other
specified intangible assets and other regulatodydigons. The definition of Tier 2 capital is gealér unchanged for most banking
organizations, subject to certain new eligibilitjteria.

Common equity Tier 1 capital will generally consiéicommon stock (plus related surplus) and retha@nings plus limited amounts of
minority interest in the form of common stock, lgeodwill and other specified intangible assets ather regulatory deductions.

The final rules allow banks and their holding comipa with less than $250 billion in assets a ometopportunity to opbut of a requiremer
to include unrealized gains and losses in accuellather comprehensive income in their capitaluation. Bancorp expects that it will opt-
out of this requirement.

Available Information

Bancorp files reports with the SEC including thenfial Report on Form 10-K, quarterly reports on FAG¥Q, current event reports on
Form 8-K, and proxy statements, as well as any dments to those reports. The public may read apgl any materials the Registrant files
with the SEC at the SEC’s Public Reference RootrDatF Street, NE, Washington, DC 20549. The pubby obtain information on the
operation of the Public Reference Room by calllmg$EC at 1-800-SEG330. The SEC maintains an internet site that aosit@ports, prox
and information statements and other informati@arding issuers that file electronically with theGat http://www.sec.gov. Bancorp’s
Annual Report on Form 10-K, quarterly reports omnrd 0-Q, current reports on Form 8-K, and amendmenthose reports filed or
furnished pursuant to section 13(a) or 15(d) offlkehange Act are also accessible at no cost ondpis web site at http://www.syb.com
after they are electronically filed with the SEC.

Item 1A. Risk Factors

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

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

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

Louisville, Indianapolis, and Cincinnati metropalitareas. Compared to regional or national fir@mastitutions, we are less able to spread
the risks of unfavorable local economic conditiansoss a large number of diversified economies.eSoiBancorp’s customers are directly
impacted by the local economy while others haveenmational or global business dealings. Some ofatiers influencing general economic
conditions include tepid economic recovery, unemplent, and government regulation. Poor economiditions have an unfavorable imp
on the demand of customers for loans and the ybilisome borrowers to repay these loans. Detiar in the quality of the credit portfol
could have a material adverse effect on finan@abdion, results of operations, and ultimatelyitap

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

Bancorp offers a variety of secured loans, inclgdiommercial lines of credit, commercial term lganesil estate, construction, home equity,
consumer and other loans. Over half of Bancor@soare secured by real estate (both residentiat@mmercial) in Bancorp’s market area.
In instances where borrowers are unable to repay Ithans from us and there has been deterioratitime value of the loan collateral,
Bancorp could experience higher loan losses whittidchave a material adverse effect on financiabdion, results of operations, and
ultimately capital.




Table of Contents
If actual loan losses are greater than Bancorp’s asmption for loan losses, earnings could decrease.

Bancorp’s loan customers may not repay their l@atsrding to the terms of these loans, the coliatercuring the payment of these loans
may be insufficient to ensure repayment and thdttved guarantors providing guarantees to suppgmsée loans may be insufficient to aid in
the repayment of these loans. Accordingly, Bancoay experience significant credit losses whichdtiave a material adverse effect on
operating results. Bancorp makes various assungptiad judgments about the collectability of trenlportfolio, including the
creditworthiness of borrowers and the value of esshte and other assets serving as collateraegfayment of many loans. In determining
the adequacy of the allowance for loan losses, &pnconsiders, among other factors, an evaluati@@nomic conditions and Bancorp’s
loan loss experience. If Bancorp’'s assumptionsto be incorrect or economic problems are wdraa projected, the current allowance
may not be sufficient to cover loan losses andsidjants may be necessary to allow for differenhentic conditions or adverse
developments in the loan portfolio. Such addititmthe allowance, if necessary, could have a n@ht@idverse impact on financial results.

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

Fluctuations in interest rates could reduce profitility.

Our primary source of income is from the net indéspread, the difference between interest earnédams and investments and the interest
paid on deposits and borrowings. Bancorp expegtetiodically experience “gaps” in the interedersensitivities of Bancorp’s assets and
liabilities, meaning that either interest-bearirallities will be more sensitive to changes in k&trinterest rates than interest-earning assets,
or vice versa. In either event, if market interasés should move contrary to Bancorp’s positibis, “gap” will work against Bancorp and
earnings will be negatively affected.

Many factors affect the fluctuation of market imstrrates, including, but not limited to the foliagy.

« inflation or deflation

e recession

e arise in unemployment

e tightening money supply

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

Bancorp’s interest rate sensitivity analysis inthsaan increase in interest rates of up to 2% wdetitease net interest income, primarily
because the majority of Bancorp’s variable ratesdaave floors of 4% or higher, and are indexatiégorime rate. Since the prime rate is
currently 3.25%, rates would have to increase rtttaa 75 bp before the rates on such loans will ridgis effect negatively impacts the eft
of rising rates. Deposit rates generally do nptioe as quickly as loans which negatively affezmings as rates decline. Bancorp’s asset-
liability management strategy, which is designedttigate risk from changes in market interestgateay not be able to prevent changes in
interest rates from having a material adverse effaBancorp’s results of operations and financtaldition. Bancorp’s most recent earnings
simulation model estimating the impact of changimgrest rates on earnings indicates net intenestme will decrease approximately 1.3°
interest rates immediately decrease 100 basis9fuinthe next 12 months and decrease approximat2ds if rates increase 100 basis poil
Prevailing interest rates are at historically l@wvdls, and current indications are that the Fed®eakrve will likely maintain the low rates at
least through the first half of 2015.

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

Capital and credit markets experience volatilitd @isruption from time to time. These conditiotece downward pressure on credit
availability, credit worthiness and customers’ inations to borrow. Prolonged volatility or a sifigant disruption could negatively impact
customersability to seek new loans or to repay existing kmaihe personal wealth of many borrowers and guars has historically addec
source of financial strength to certain loans
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and would be negatively impacted by severe markelimks. Sustained reliance on their personatagsenake loan payments would result
in deterioration of their liquidity, and could rdisin loan defaults.

Income from investment management and trust seroastitutes approximately 47% of nioerest income. Trust assets under manage
are expressed in terms of market value, and afiignt portion of fee income is based upon thodees While investment management and
trust fees are based on market values, they typidalnot fluctuate directly with the overall stoglarket. Accounts typically contain fixed
income and equity asset classes, which generalt te market fluctuations inversely to each other.

Competition with other financial institutions could adversely affect profitability.

Bancorp operates in a highly competitive industat ttould become even more competitive as a resldgislative, regulatory and
technological changes and continued consolidaBamcorp faces vigorous competition from banks ahérdfinancial institutions. A number
of these banks and other financial institutionsehswbstantially greater resources and lendingdirtarger branch systems and a wider array
of banking services. Additionally, Bancorp encousiteompetition from smaller community banks in Banpés markets. Bancorp also
competes with other non-traditional providers agficial services, such as brokerage firms andansercompanies. As internet-based
financial services continue to grow in acceptalacorp must remain relevant as a place where cogrsuand businesses value personal
service while our competition offers these servieghout human interaction. These sources of coitipetmay reduce or limit margins on
banking services, reduce market share and adveaffelst results of operations and financial comditi

Credit unions continue to grow in popularity anzesiand their expansion into business lendingasving. Because credit unions are not
subject to federal income tax, and Bancorp paysriddncome tax at a marginal rate of 35%, thesepamies have a significant competitive
advantage over Bancorp. This advantage may haegative impact on Bancospgrowth and resultant financial results as thesditunion:
continue to expand.

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

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

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

Bancorp’s accounting policies and methods are crital to how Bancorp reports its financial conditionand results of operations. They
require management to make estimates about mattethat are uncertain.

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

Bancorp has identified certain accounting poligiedeing critical because they require managemigmignent to ascertain the valuations of
assets, liabilities, commitments and contingendegariety of factors could affect the

7




Table of Contents

ultimate value that is obtained either when earmiiegme, recognizing an expense, recovering art,agseeducing a liability. Bancorp has
established detailed policies and control procesitivat are intended to ensure these critical adomuastimates and judgments are well
controlled and applied consistently. In additidre policies and procedures are intended to enkatéhe process for changing methodologies
occurs in an appropriate manner. Because of thertaioty surrounding Bancorp’s judgments and thieneges pertaining to these matters,
there can be no assurances that actual resultaatidiffer from those estimates. See the “Critisatounting Policies” in the “Management’s
Discussion and Analysis of Financial Condition &ebsults of Operations” for more information.

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

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

We need to stay current on technological changes order to compete and meet customer demands.

The financial services industry is undergoing rapichnological changes, with frequent introductioheew technology-driven products and
services. The future success of Bancorp will depangart, upon its ability to address the needissafustomers by using technology to
provide products and services that will satisfytemer demands for convenience, as well as to ceghttional operational efficiencies and
greater privacy and security protection for custamand their personal information. Many of Bancerpompetitors have substantially greater
resources to invest in technological improvemeBéscorp may not be able to effectively implement hechnology-driven products and
services as quickly as competitors or be successfubrketing these products and services to somners. Failure to successfully keep pace
with technological change affecting the financiehsces industry could impair Bancorp’s abilityeffectively compete to retain or acquire
new business and could have an adverse impacs basiness, financial position, results of operetiand liquidity.

We may not be able to attract and retain skilled peple.

Our success depends, in large part, on our abiligttract and retain key people. Competition fer best people in the industry and the
markets in which we engage can be intense, andayenat be able to retain or hire the people we wameed. In order to attract and retain
qualified employees, we must compensate them dtehbavels. If we are unable to continue to atteaad retain qualified employees, or dc
at rates necessary to maintain our competitivetiposiour performance, including our competitivesipion, could suffer, and, in turn,
adversely affect our business, financial conditomesults of operations.

Item 1B. Unresolved Staff Comments
Bancorp has no unresolved SEC staff comments.
Item 2. Properties

The principal offices of Bancorp are located atd.&ast Main Street, Louisville, Kentucky. Bancorpfgerations center is at a separate
location. In addition to the main office complexdahe operations center, Bancorp owned 19 branmbepties at December 31, 2014, two of
which are located on leased land. At that datecBep also leased 15 branch facilities. Of thé&dking locations, 28 are located in the
Louisville Metropolitan Statistical Area (“MSA”)htee are located in the Indianapolis MSA and tlaredlocated in the Cincinnati MSA. See
Notes 6 and 18 to Banc(s consolidated financial statements for the yemteel December 31, 2014, for additional informatielating to
amounts invested in premises and equipment and tEaemitments In the first quarter of 2015, Bancorp opened aritemdl branch in the
Indianapolis MSA.
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Item 3. Legal Proceedings

See Note 18 to Bancorp’s consolidated financidaestants for the year ended December 31, 2014nformnation relating to legal
proceedings.

Item 4. Mine Safety Disclosures

Not applicable

Executive Officers of the Registrant

The following table lists the names and ages @egakember 31, 2014 of all current executive offiadfrBancorp and the Bank. Each
executive officer is appointed by Bancorp’s Boafdwoectors to serve at the discretion of the Bodidere is no arrangement or

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

Name and Age Position and Offices

of Executive Officer with Bancorp and/or the Bank

David P. Heintzman Chairman of the Board of Directors and Chief ExaeuOfficer of Bancorp
Age 55 and the Banl

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

Age 46

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

Age 53

Nancy B. Davis Executive Vice President, Secretary, TreasurerCidf Financial Officer of
Age 59 Bancorp and the Bar

William M. Dishman Il Executive Vice President and Chief Risk Officetlu Bank

Age 51

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

Age 48

T. Clay Stinnett Executive Vice President and Chief Strategic Offi@eBancorp and the Bank
Age 41

Michael J. Croce Executive Vice President and Director of Retail Bag of the Bank

Age 45

Mr. Heintzman was appointed Chairman and Chief Httee Officer in January 2006. Prior thereto, beved as President of Bancorp and
Bank since 1992. Mr. Heintzman joined the Bank983.

Mr. Hillebrand was appointed President in July 2008ior thereto, he served as Executive Vice Besgiand Director of Private Banking of
the Bank since 2005. From 2000 to 2004, he serge&kaior Vice President of Private Banking. Mdldttrand joined the Bank in 1996.

Ms. Thompson was appointed Senior Executive Viasiflent in January 2006. Prior thereto, she demgeExecutive Vice President of
Bancorp and the Bank. She joined the Bank in 19@PissManager of the Investment Management andt Drapartment.

Ms. Davis was appointed Executive Vice Presidearicorp and the Bank in 1999 and Chief Financft€r in 1993. She joined the Ba
in 1991.

Mr. Dishman joined the Bank and was appointed Etveelyice President and Chief Risk Officer in Fedmyi2009. Prior thereto, he served
as Executive Vice President and Chief Credit Offfoe National City Bank’s Kentucky and Tennessegrkats from 2004 to 2009.
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Mr. Poindexter was appointed Chief Lending Offizeduly 2008. Prior thereto, he served as ExeeWiice President and Director of
Commercial Banking. Mr. Poindexter joined the BamR004.

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

Mr. Croce was appointed Executive Vice Presidedt@inector of Retail Banking in July 2014. Pribeteto, he served as Senior Vice
President and Division Manager of Business Bankidg. Croce joined the Bank in 2004.

Part 11
Item 5. Market for Registrant’s Common Equity, Related Stodholder Matters and Issuer Purchases of Equity Segtties

Bancorp’s common stock is traded on the NASDAQ @l@&elect Market under the ticker symbol SYBT. Téale below sets forth the
quarterly high and low market closing prices of Banp’s common stock and dividends declared peresiidre payment of dividends by the
Bank to Bancorp is subject to the restriction diégstt in Note 17 to the consolidated financial stetats. Management believes that Bancorp
will continue to generate adequate earnings toilcoatto pay dividends on a quarterly basis. Onebdser 31, 2014, Bancorp had
approximately 1,507 shareholders of record, andeqapately 4,400 non-objecting beneficial ownersditg shares in nominee or “street”
name.

2014 2013
Cash dividends Cash dividends
Quarter High Low declared High Low declared
First $ 3212 $ 27.9: $ 021 $ 23.2¢ $ 22.1C % 0.2C
Seconc 32.0¢ 27.4¢ 0.2 24.9¢ 21.51 0.2
Third 30.7¢ 28.6: 0.22 28.4¢ 24.9¢ 0.2(C
Fourth 34.1¢ 30.07 0.2t 33.7i 27.2: 0.21

The following table shows information relating teetrepurchase of shares of common stock by Barmtoipg the three months ended
December 31, 2014.

Total number of Maximum number

Total number of shares purchased as of shares that may

shares Average price part of publicly yet be purchased

purchased (1) paid per share announced plan (2) under the plan
October -October 31 12z % 33.0¢ — —
November -November 3( — — — —
December -December 3: 1,50¢ 31.7¢ — —
(1) Activity represents shares of stock withheld to sy exercise price of stock options or to pay sackee upon the exercise of stock

appreciation rights. This activity has no impactlea number of shares that may be purchased uri8leara-approved plan.
(2) Since 2008, there has been no active share buythaick

The following performance graph and data shalloeotieemed filed for purposes of Section 18 of #euBties Exchange Act of 1934 or
otherwise subject to the liabilities of that sextinor shall it be deemed soliciting material dpjsat to Regulation 14A of the Exchange Ac
incorporated by reference in any filing under theltange Act or the Securities Act of 1933, excapstaall be expressly set forth by specific
reference in such filing.
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The first graph below compares the performanceasfddrp Common Stock to the Russell 2000 indexStie NASDAQ Bank index and tt
SNL Midwest Bank index for Bancorplast five fiscal years. The graph assumes theevadl the investment in Bancorp Common Stock a
each index was $100 at December 31, 2009 and ltttividends were reinvested.

The ten-year period is presented in addition tditreeyear period required by the SEC because it provadel#tional perspective, and Banc
management believes that longer-term performancggseater interest to Bancorp shareholders. 082ihd 2009, Bancorp did not
experience a decline in value as precipitous astithted by the referenced bank indices, nor didérease or suspend cash dividends.
Accordingly, Bancorp’s stock price increases si2868 have not been as steep as the referencedrhods. The ten-year graph assumes the
value of the investment in Bancorp Common Stockiarehch index was $100 at December 31, 2004 atcithdividends were reinvested.
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Five Year Total Return Performance
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=t Stock Yards Bancorp, Inc.
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12131108 12531110 1203111 1213112 12031113 12031114
Period Ending
Index 12/31/09 12/31/10 12/31/11 12/31/12 12/31/13 12/31/14
Stock Yards Bancorp, In 100.0( 118.3¢ 102.2¢ 115.5¢ 169.7¢ 182.4¢
Russell 200( 100.0( 126.8¢ 121.5¢ 141.4: 196.3¢ 205.9¢
SNL Midwest Bank 100.0( 124.1¢ 117.3( 141.1¢ 193.2¢ 210.1:
SNL Bank NASDAQ 100.0( 117.9¢ 104.6¢ 124.7, 179.3¢ 185.7:

Ten Year Total Return Performance

Index Value
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3108 1213100 1203110 12311 123112 1243113

12731114

Period Ending

Index 12/31/04 12/31/05 12/31/06 12/31/07 12/31/08 12/31/09 12/31/10 12/31/11 12/31/12 12/31/13 12/31/14
Stock Yards Bancorp, In 100.0C 105.9C 127.1f% 111.5: 131.6¢ 105.3¢ 124.67 107.7¢ 121.7¢ 178.8. 192.2
Russell 200( 100.0C 104.5% 123.7¢ 121.8: 80.6€ 102.5¢ 130.1: 124.6¢ 145.0¢ 201.4( 211.2¢
SNL Midwest Bank 100.0C 96.3¢ 111.3¢ 86.81 57.11 484( 60.1C 56.77 683 93.5% 101.7(
SNL Bank NASDAQ 100.0C 96.9t 108.8¢ 854t 62.06 50.3¢ 594( 52.7( 6287 90.28 93.5]
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Iltem 6. Selected Financial Data
Selected Consolidated Financial Data

(Amounts in thousands excep

Years ended December 3

per share data and ratios’ 2014 2013 2012 2011 2010
Income statement date
Interest incom: 89,087 $ 86,46: $ 86,90: $ 86,03¢ 86,14¢
Interest expens 5,33( 9,16¢ 12,95 15,30" 19,26
Net interest incom 83,751 77,29¢ 73,95( 70,73: 66,87¢
(Credit) provision for loan losse (400) 6,55( 11,50( 12,60( 11,46¢
Non-interest incomi 39,15¢ 39,00: 38,45] 33,24« 33,73¢
Nonr-interest expense 73,20¢ 71,35: 65,47: 59,58 57,13:
Income before income tax 50,10: 38,39¢ 35,43t 31,79t 32,01¢
Income tax expens 15,28 11,22¢ 9,634 8,191 9,06t
Net income 34,82: $ 27,17 $ 25,80. $ 23,60¢ 22,95:
Per share data
Net income, basi 23¢ % 191 $ 186 $ 1.71 1.6¢
Net income, dilutet 2.3¢ 1.8¢ 1.8t 1.71 1.67
Cash dividends declart 0.8¢ 0.81 0.77 0.7z 0.6¢
Book value 17.6: 15.71 14.7¢ 13.5¢ 12.3i
Market value 33.3¢ 31.92 22.4:% 20.5: 24.5¢
Weighted average common and common equivalent

shares diluted 14,76 14,35 13,93: 13,83« 13,77¢
Balance Sheet data
Total asset 2,563,86: $ 2,389,26: $ 2,148,26: $ 2,053,09 1,902,94!
Loans 1,868,55! 1,721,35 1,584,59. 1,544,84! 1,508,42!
Allowance for loan losse 24,92( 28,52: 31,88: 29,74¢ 25,54
Available for sale securitie 513,05t 490,03: 386,44 352,18! 245,35
Deposits 2,123,62 1,980,93 1,781,69. 1,617,73! 1,493,46:
Federal Home Loan Bank advan 36,83: 34,32¢ 31,88: 60,43: 60,44:
Subordinated debentur — — 30,90( 40,90( 40,90(
Stockholder equity 259,89! 229,44. 205,07! 187,68t 169,86:
Average balance:
Stockholder' equity 245,42 $ 220,100 $ 197,55. % 179,63¢ 163,57.
Assets 2,398,43 2,232,86! 2,070,96 1,959,60! 1,847,45,
Federal Home Loan Bank advan 35,70¢ 32,51¢ 60,11 60,43¢ 69,15¢
Long-term debt — 30,477 31,47« 40,90( 40,90:
Selected ratios
Return on average ass 1.45% 1.22% 1.25% 1.2(% 1.22%
Return on average stockholc’ equity 14.1¢ 12.3¢ 13.0¢ 13.1¢ 14.0:
Average stockholde’ equity to average ass¢ 10.2: 9.8¢ 9.5¢ 9.17 8.8t
Net interest rate sprei 3.67 3.5¢ 3.7¢ 3.7¢ 3.7¢
Net interest rate margin, fully t-equivalent 3.7¢ 3.7¢ 3.94 3.9¢ 3.9¢
Efficiency ratio 59.0¢ 60.8:- 57.3¢ 56.4 56.01
Non-performing loans to total loai 0.6 1.3¢ 1.9C 1.51 1.2¢
Non-performing assets to total ass 0.7C 1.1¢ 1.7¢ 1.51] 1.3C
Net charge offs to average lozc 0.1¢ 0.6C 0.6C 0.5t 0.4C
Allowance for loan losses to total los 1.3: 1.6¢€ 2.01 1.9: 1.6¢
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Item 7. Management’s Discussion and Analystf Financial Condition and Results of Operations
Financial Section Summary

The financial section of this Form 10-K includesmagement’s discussion and analysis, consolidatesh€ial statements, and the notes to
those financial statements. Bancorp has prepaeetbliowing summary to assist in your review of flreancial section. It is designed to give
you an overview of Stock Yards Bancorp, Inc. anthsiarize some of the more important activities arehés that occurred during 20!

The financial section includes the following:

Management'’s discussion and analysis, or MD&Aprevides information as to the analysis of the otidated financial condition and resu

of operations of Bancorp. It contains managemeng about industry trends, risks, uncertaintas;ounting policies that Bancorp views as
critical in light of its business, results of opwas including discussion of the key performandeats, financial position, cash flows,
commitments and contingencies, important everdastctions that have occurred over the last theaesyand forward-looking information,
as appropriate.

Financial statements — include Consolidated Bal@twets as of the end of the last two years, anmddidated Statements of Income,
Comprehensive Income, Changes in Stockholders'tizgamd Cash Flows, for each of the last threesyeBancorp’s financial statements are
prepared in accordance with US GAAP.

Notes to the financial statemer— provide insight into, and are an integral parttbé financial statements. The notes contain ewgtians of
significant accounting policies, details about arcaptions on the financial statements, inforaratibout significant events or transactions
that have occurred, discussions about legal pracggedcommitments and contingencies, and seleataddial information relating to
business segments. The notes to the financiahstates also are prepared in accordance with US GAAP.

Reports related to the financial statements aradniat control over financial reporting — includes thollowing:

e Areport from KPMG LLP, an independent registeretlc accounting firm, which includes their opinion the presentation of
Bancorp’s consolidated financial statements in eonfty with US GAAP based on their audits;

* Areport from management indicating Bancorp’s resiaility for financial reporting and the financistatements;

» Areport from management indicating Bancorp’s rexsiaility for the system of internal control ovémdncial reporting, including
an assessment of the effectiveness of those censod

* Areport from KPMG LLP, which includes their opim@n the effectiveness of Bancorp’s internal cdraxer financial reporting.

Our Business

Stock Yards Bancorp, Inc. (“Bancorp”), incorporatrd 988, and its business is substantially theesasthat of its wholly owned subsidiary,
Stock Yards Bank & Trust Company (“the BankThe Bank has operated continuously since it op@n&804. The Bank conducted busin

at one location for 85 years and began branchii®&9. At December 31, 2014, the Bank had 28 &lNise banking locations in the
Louisville MSA, three full service banking locat®im the Indianapolis MSA, and three full serviemking locations in the Cincinnati MSA.

In the first quarter of 2015, Bancorp opened artiatghl full-service branch in the Indianapolis MSBancorp’s focus on flexible, attentive
customer service has been key to its growth anfitgindity. The wide range of services added byestment management and trust, securities
brokerage, and mortgage origination helps suppertorporate philosophy of capitalizing on fulhdee customer relationships.

Forward-Looking Statements

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

with similar meaning. Although Bancorp believes #ssumptions underlying the forward-looking staets contained herein are reasonable,
any of these assumptions could be inaccurate. faittat could cause actual results to differ fresuits discussed in forward-looking
statements include, but are not limited to: ecormaronditions both generally and more specificallytie markets in which
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Bancorp and its subsidiaries operate; competittwBancorp’s customers from other providers offiicial services; government legislation
and regulation which change from time to time amdravhich Bancorp has no control; changes in iistenr@&es; material unforeseen changes
in liquidity, deterioration in the real estate metrkresults of operations or financial conditiorBaincorp’s customers; or other risks detailed in
Bancorp’s filings with the Securities and Excha@ganmmission and Item 1A of this Form 10-K, all ofiafhare difficult to predict and many
of which are beyond the control of Bancorp.

Critical Accounting Policies

Bancorp has prepared the consolidated financiahimétion in this report in accordance with US GAAR.preparing the consolidated
financial statements in accordance with US GAAmd&eap makes estimates and assumptions that dffeceported amount of assets and
liabilities, disclosure of contingent assets aafilities at the date of the financial statemeat&l the reported amounts of revenue and
expenses during the reporting period. There camlessurances that actual results will not difi@m those estimates.

Management has identified the accounting policgtesl to the allowance and provision for loan lossesritical to the understanding of
Bancorps results of operations and discussed this comeiugith the Audit Committee of the Board of Direto Since the application of tt
policy requires significant management assumptintsestimates, it could result in materially difietr amounts to be reported if condition:
underlying circumstances were to change. Assumgfiaclude many factors such as changes in borgimancial condition which can
change quickly or historical loss ratios relatededain loan portfolios which may or may not bedigative of future losses. To the extent that
management’s assumptions prove incorrect, theteesam operations could be materially affectetihe impact and any associated risks
related to this policy on Bancorp’s business openatare discussed in the “Allowance for Loan Lessection below.

The allowance for loan losses is management’s agtimf probable losses in the loan portfolio athefbalance sheet date. Loan losses are
charged against the allowance when managemenveslibe uncollectability of a loan balance is conéd. Subsequent recoveries, if any
credited to the allowance.

Prior to 2013, management measured the appropesgenf the allowance for loan losses in its entinsing (a) quantitative (historical loss
rates) and qualitative factors (management adjustfaetors); (b) specific allocations on impairedis, and (c) an unallocated amount. The
unallocated amount was evaluated on the loan piorffoits entirety and was based on additionatdes; such as national and local economic
trends and conditions, changes in volume and ggw&rpast due loans, volume of non-accrual loankjme and severity of adversely
classified or graded loans and other factors asmbs that affect specific loans and categoriesarid, such as a heightened risk in the
commercial and industrial loan portfolios. Bancatjized the sum of all allowance amounts deriasdlescribed above, including a
reasonable unallocated allowance, as an indicétinecappropriate level of allowance for loan aedse losses.

During 2013, Bancorp refined its allowance caldotato allocate the portion of allowance that wasvipusly deemed to be unallocated to
instead be included in management’s determinati@ppropriate qualitative factors. This refinecomlance calculation includes specific
allowance allocations for qualitative factors irdihg, among other factors, (i) national and locar@mic conditions, (ii) the quality and
experience of lending staff and management, (ignges in lending policies and procedures, (ivjhgha in volume and severity of past due
loans, classified loans and non-performing loawvspétential impact of any concentrations of creglif) changes in the nature and terms of
loans such as growth rates and utilization raté,qhanges in the value of underlying collateral collateral-dependent loans, considering
Bancorp’s disposition bias, and (viii) the effe€bther external factors such as the legal andla¢giy environment. Bancorp may also
consider other qualitative factors for additionédw@ance allocations, including changes in Bancetpan review process. Changes in the
criteria used in this evaluation or the availapitf new information could cause the allowancedartreased or decreased in future periods.
In addition, bank regulatory agencies, as parheirtexamination process, may require adjustmentset allowance for loan losses based on
their judgments and estimates.

Additionally, management has identified the accognpolicy related to accounting for income taxe<atical to the understanding of
Bancorp’s results of operations and discusseccthislusion with the Audit Committee of the Boarddifectors. The objectives of
accounting for income taxes are to recognize theusrtnof taxes payable or refundable for the curyear and deferred tax liabilities and
assets for the future tax consequences of eveatth#lve been recognized in an entity’s financietleshents or tax returns. Judgment is
required in assessing the future tax
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consequences of events that have been recogniBahtorp’s financial statements or tax returnsctations in the actual outcome of these
future tax consequences, including the effectfRk& éxaminations and examinations by other statecégg® could materially impact

Bancorp’s financial position and its results fropemtions. Additional information regarding incotages is discussed in the “Income Taxes”
section below.

Overview of 2014

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

In 2014, Bancorp completed a year of earnings,tasgbdeposit growth with net income totaling $3#i8ion, an increase of 28% over
2013. This marked the fourth consecutive yeaeobrd earnings per diluted share. Increased pbilitty was primarily due to an increase in
net interest income, a significant reduction invisimn for loan losses which resulted in a netaséeof reserves for loan losses, and a slight
increase in non-interest income. These increases partially offset by higher non-interest expereed higher income tax expense. Diluted
earnings per share for 2014 increased 25% over 20$2.36.

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 depositrdgs@nd other interest bearing liabilities. Lealume and the interest rates earned on
those loans are critical to overall profitabili§imilarly, deposit volume is crucial to funding fsaand rates paid on deposits directly impact
profitability. Business volumes are influenceddmpnomic factors including market interest ratesjtess spending, consumer confidence
and competitive conditions within the marketplace.

Bancorp’s loan portfolio increased $147 million,986, during 2014 to $1.9 billion. Record loan protion of approximately $537 million
was largely offset by loan payoffs, including aneation and the effects of loan maturities. Insezhvolume of loans and investments
contributed to higher interest income in 2014, thés partially offset by declining interest ratesloans. As a result, interest income for 2014
increased $2.6 million over 2013. Even with signaift deposit growth, interest expense declinedtdd@wer funding costs on deposits and
borrowings, largely due to the redemption of thestipreferred securities in December 2013. Ratdmbilities decreased slightly more than
the rates on earning assets, resulting in an isetkaet interest spread and net interest margipaed to 2013. Net interest margin in 2014
increased slightly to 3.75% compared to 3.74% ih30

Total non-interest income in 2014 increased $13Bdnpared to 2013, and remained consistent at28tal revenues, reflecting a 12%
increase in investment management and trust servibe&eh was mostly offset by decreases in mostra@teas of non-interest income. Non-
interest income in 2013 included a $449,000 gaitherOldham acquisition.

Higher non-interest expenses for 2014 resulted frareases in salaries and benefits and occupaqpanee and other non-interest expenses
related to amortization of tax credit investmepgrtially offset by decreases in FDIC insurancerpuens and furniture and equipment
expense. In 2014, Bancorp recorded net gainslen ehother real estate owned compared to netdoeorded in 2013. Bancorp’s
efficiency ratio for 2014 of 59.1% decreased frdd886 in 2013. Included in 2013 results were ametacquisition costs related to the
Oldham transaction and a write-off of debt issuatwsts related to redemption of trust preferredisges.

Also favorably impacting 2014 results, Bancorp asked reserves for loan losses totaling $400 tholisa2014, compared to a provision for
loan losses of $6.6 million in 2013, in respons8amcorp’s improvements in the overall quality lnd foan portfolio during 2014. The
provision for loan losses represents a chargerturggs necessary to establish an allowance for losses that, in managemenégvaluation, i
adequate to provide coverage for the inherent foseeutstanding loans. Bancorp’s allowance fanlmsses was 1.33% of total loans at
December 31, 2014, compared with 1.66% of totaldcat December 31, 2013.

Bancorp’s effective tax rate increased to 30.5%0h4 from 29.2% in 2013. The increase in incomeetgpense from 2013 to 2014 is the
result of proportionally lower nontaxable incomertr the increase in cash value of life insurancerandicipal securities. This was patrtially
offset by the effect of reclassifying amortizatiointax credit investments to other non-interestemge.
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Tangible common equity (TCE), a non-GAAP measwg@, ineasure of a company’s capital which is usefelaluating the quality and
adequacy of capital. Itis calculated by subtragthe value of intangible assets and any prefergeity from the book value of Bancorp’s
stockholdersequity. The ratio of tangible common equity tatdangible assets was 10.05% as of December 34, 20mpared to 9.50%
December 31, 2013. See the Non-GAAP Financial Meassection for details on reconcilement to US GABéasures.

Challenges for 2015 will include maintaining a $afet interest margin, achieving continued loaswgh, managing credit quality and
increasing regulatory requirements.

»  Bancorp expects net interest margin to declinénlign 2015, as rates are expected to be largethanged through the first half of
2015. Loan prepayments are expected to diminikhwb2014 levels while prevailing rates for new lsamill likely result in a somewhat
lower net interest margin for 2015. However, is@@&d deposit and loan rate competition could negjgtimpact this expectation, as
could a decrease in longer term interest rates.

The Federal Reserve Board lowered its key shart tate in 2008 to unprecedentedly low levels, atdshave remained low through
2014. Indications are that the Federal Reservdigly keep short term rates low through at leagl-2015. Approximately 38% of
Bancorps loans are indexed to the prime interest rater@mdce immediately with Federal Reserve rate ckangowever, approximate
50% of variable rate loans have reached their aotial floor of 4% or higher, meaning they will meprice immediately when the prime
rate increases. Deposit rates generally do neiceeps quickly as loans. Once rates begin to Baacorp’s net interest margin likely
will be negatively affected until the increasetlie fprime rate exceeds 75 basis points from today&ds.

»  Bancorps goals for 2015 include net loan growth at a gacaparable to that experienced in 2014. This vélirhpacted by competitio
prevailing economic conditions, and the impact@payments in the loan portfolio. Bancorp belietese is opportunity for growth,
and Bancorp’s ability to deliver attractive grovater the long-term is linked to Bancorp’s success.

e Bancorp expects to encounter slower growth of ouestment management and trust services in 20$6rae revenue that boosted 2014
results is not expected to recur at the same |ev2d15.

e Bancorp expects an increase in non-interest indom2015 from gains on sales of mortgage loans faldale, as purchase transactions

are expected to increase. However, if rates ate In 2015, Bancorp expects refinance activity stow.

Bancorp expects year-over-year increases in namest expense including personnel, data processidgccupancy expenses. Bancorp

also anticipates higher non-interest expenses &i the ongoing and increasing burden of additioegililatory requirements.

The following sections provide more details on satg presented in this overview.
2013 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 a result dittransaction, THE BANK —©ldham County merged into Stock Yards Bank & T
Company. Since the acquisition date, results efajpns acquired in the Oldham transaction haea lrecluded in Bancorp’s financial
results. The Oldham transaction has been accotmter$ing the acquisition method of accounting,awtordingly, assets acquired,
liabilities assumed and consideration transferredewecorded at estimated fair value on the adoprisiiate. The fair value adjustments
resulted in net assets acquired in excess of theideration paid. Accordingly, a ndaxable gain of $449,000 was recognized. In cotiome
with the Oldham acquisition, Bancorp incurred exgeentotaling $1,548,000 related to executing #westction and integrating and
conforming acquired operations with and into Bapcor

Results of Operations

Net income was $34.8 million or $2.36 per sharadiuted basis for 2014 compared to $27.2 milbo1$1.89 per share for 2013 and $2
million or $1.85 per share for 2012.

Net income for 2014 was positively impacted
* arelease of net reserves for loan losses of $0lidmin 2014 compared to a provision of $6.6 moill in 2013,
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* a%$6.5 million or 8% increase in net interest inepmcluding the effect of the redemption of $3Wion of trust preferred securities
on December 31, 2013, and
. a $1.9 million or 12% increase in investment managyg and trust revenue.

Net income for 2014 was negatively impacted

* a$1.8 million or 8% decrease in non-interest inearat including investment management and trusmee,
* a%$1.9 million or 3% increase in non-interest exgasn and
* a%4.1 million or 36% increase in income tax expens

The following paragraphs provide a more detailealyais of significant factors affecting operatirggults.

Net Interest Income

Net interest income, the most significant compoméBancor|'s earnings, represents total interest incomettiss interest expense. Net
interest spread is the difference between the teaduivalent rate earned on average interestregaasisets and the rate expensed on average
interest bearing liabilities. Net interest marggpresents net interest income on a taxable equit/bhsis as a percentage of average earning
assets. Net interest margin is affected by baghrterest rate spread and the level of non-intérearing sources of funds. The level of net
interest income is determined by the mix and volahiaterest earning assets, interest bearing disparsd interest bearing liabilities and by
changes in interest rates. The discussion thatvislis based on tax-equivalent interest data.

Comparative information regarding net interest medollows:

2014/201: 2013/2012

(Dollars in thousands) 2014 2013 2012 Change Change

Net interest income, t-equivalent basi $ 84,73(  $ 78,30t $ 75,65 8.2% 3.5%
Net interest sprea 3.61% 3.5% 3.7% 8bp (15)bp
Net interest margi 3.7%% 3.7/% 3.94% 1bp (20)bp
Average earning asse $ 2,259,84. $ 2,096,088 $ 1,922,13 7.€% 9.1%
Five year Treasury bond rate at year 1.65% 1.75% 0.72% (1C)bp 10zbp
Average five year Treasury bond ri 1.62% 1.17% 0.75% 46bp 42bp
Prime rate at year er 3.25% 3.25% 3.25% Obp Obp
Average prime rat 3.25% 3.25% 3.25% Obp Obp

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

All references above to net interest margin andmetest spread exclude the sold portion of cenairticipation loans from calculations.
Such loans remain on Bancorp’s balance sheet ageddy US GAAP principles because Bancorp retaome form of effective control;
however, Bancorp receives no interest income omsdfeportion of these loans. These participaliiams sold are excluded in the calculation
of margins, which Bancorp believes provides a nam@uirate determination of the performance of s Iportfolio.

Prime rate and the five year Treasury bond raténaieded above to provide a general indicatiothefinterest rate environment in which
Bancorp operated. Approximately $701 million, 82@ of Bancorps loans are variable rate; most of these loansdexed to the prime ra
and may reprice as that rate changes. Howeverpxiprately $353 million of variable rate loans, baeached their contractual floor of 4%
or higher. Approximately $142 million of variahiate loans have contractual floors below 4%. HEmaining $206 million of variable rate
loans have no contractual floor. Bancorp intendsstablish floors whenever possible upon acquisibionew customers. Bancorp’s
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variable rate loans are primarily comprised of carutal lines of credit and real estate loans. nseption, most of Bancorp’s fixed rate loans
are priced in relation to the five year Treasurpdho

Average loan balances increased $117 million d¥%7r12014; however, the declining interest rateiremment drove average loan yields
lower by 26 basis points. Bancorp grew averagaést bearing deposits $109 million or 7.6%. Agermterest costs on interest bearing
deposits decreased 30 basis points, again refietiendeclining interest rate market and a morerfave mix of deposits. In the fourth qua
of 2013, Bancorp redeemed $30 million of trust @nefd securities which carried a rate of 10.00%6;dkcounted for approximately 13 basis
points of improvement in net interest margin. Aggrd&ederal Home Loan Bank (“FHLB") advances inceedsy $3.2 million or 9.8%, with
average rates decreasing by 38 basis points.

Management anticipates a stable prime rate thrthegfirst half 2015, with moderate increases thtotige remainder of the year. Time
deposit maturities of approximately $211 milliom,68% of total time deposits, in 2015 are not lki spark improvement in interest expe
as prevailing market rates are similar to existaigs on those deposits. Overall, management exffernet interest margin to decline
slightly through 2015. The margin could be affdategatively if competition causes increases irodiépates or a greater than expected
decline in loan pricing in Bancorp’s markets.

Net interest margin in 2014 and 2013 reflected @yepent fees associated with loan refinancing agtividjusting for these sources
additional income, Bancorp’s more normalized oeceet interest margin remained generally stab®0iv, increasing to 3.70% for 2014
from 3.66% for 2013. (See “Non-GAAP Financial Me@&s” section for reconcilement of non-GAAP measuoeUS GAAP measures.)
Management believes these core margins betterlrtnaepressure of a low interest rate environmentahighly competitive loan market.

Asset/Liability Management and Interest Rate Risk

Managing interest rate risk is fundamental forfihancial services industry. The primary objectdfénterest rate risk management is to
neutralize effects of interest rate changes orinoeime. By considering both on and off-balance sfieancial instruments, management
evaluates interest rate sensitivity while attengptimoptimize net interest income within the coaistis of prudent capital adequacy, liquidity
needs, market opportunities and customer requirtsnen

Interest Rate Simulation Sensitivity Analysis

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

The December 31, 2014 simulation analysis, whidwshvery little interest rate sensitivity, indicatiat an increase in interest rates of 1(
200 basis points would have a negative effect dinterest income, and a decrease of 100 basigspioirnterest rates would also have a
slightly negative effect on net interest incoméne3e estimates are summarized below.

Net interest

income %

change
Increase 200 b (4.2¢)
Increase 100 b (3.29
Decrease 100 k (2.3))
Decrease 200 k& N/A

Loans indexed to the prime rate, with floors of déhigher, comprise approximately 19% of total lkmasince the prime rate is currently
3.25%, rates would have to increase more than #ehpe the rates on such loans will rise. Thisatf captured in the simulation analysis
above, negatively impacts the effect of rising sate
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The scenario of rates decreasing 200 bp is nobnedidy possible given current low rates for shertrt instruments and most deposits.

Undesignated derivative instruments described itel2d to Bancorp’s consolidated financial statemené¢ recognized on the consolidated
balance sheet at fair value, with changes in falue, due to changes in prevailing interest ratenrded in other non-interest income.
Because of matching terms of offsetting contranotaddition to collateral provisions which mitigatee impact of non-performance risk,
changes in fair value subsequent to initial recigmihave a minimal effect on earnings, and areefloee not included in the simulation
analysis results above.

Derivatives designated as cash flow hedges desthibNote 21 to Bancorp’s consolidated financiatestents are recognized on the
consolidated balance sheet at fair value, with gharin fair value, due to changes in prevailingnest rates, recorded net of tax in other
comprehensive income.

The following table presents the increases in metrést income due to changes in rate and volunmpeted on a tax-equivalent basis and
indicates how net interest income in 2014 and 2048 impacted by volume increases and the lowemlgeenterest rate environment. The
tax-equivalent adjustments are based on a 35%dke@errate. The change in interest due to bothaatl volume has been allocated to the
change due to rate and the change due to volumportion to the relationship of the absolute @odmounts of the change in each.

Taxable Equivalent Rate/Volume Analysis

2014/201: 2013/2012
Increase (decrease Increase (decrease
due to due to

(In thousands) Net change Rate Volume Net change Rate Volume
Interest income
Loans $ 1,13¢ $ (4,335 $ 5471 $ (1,37¢) $ (6,937) $ 5,55¢
Federal funds sol 3 20 (23 (25) 3 (28)
Mortgage loans held for sa (45) 27 (72 (12%) 2 (129)
Securities

Taxable 1,46¢ 31€ 1,15( 44z (1,199 1,641

Tax-exempt 34 (59 93 (48) (20E) 157
Total interest income 2,58¢ (4,03)) 6,61¢ (1,132 (8,33%) 7,20:
Interest expense
Deposits
Interest bearing demand depo: 10¢ 21 87 (12€) (231) 10t
Savings deposil 1 (4) 5 (22 (39 12
Money market deposi 62 (35 97 (569) (712) 145
Time deposit: (861) (565) (29¢€) (1,43¢) (1,219 (224)
Securities sold under agreements to

repurchasi (6) (8) 2 (34) 37 3
Federal funds purchased and other short-

term borrowings 3 (€N} (2 1 1 —
Federal Home Loan Bank advan: 47 (129 82 (1,579 (66%) (9117)
Long-term debt (3,090 — (3,090 (23 77 (100
Total interest expense (3,83€) (727) (3,115 (3,785 (2,819 (972)
Net interest income $ 6,42¢ $ (3,310 $ 9,73¢ $ 2,65 $ (5,527) $ 8,17¢

Bancorp’s tax equivalent net interest income inseela$6.4 million for the year ended December 3142fbmpared to the same period of
2013, while 2013 increased $2.7 million compared@db2. Net interest income for 2014 compared tb320as positively impacted by an
increase in loan volume, securities volume andsratalecrease in deposit rates, a more favorablefieposits, a decrease in rates of FHLB
advances, and the redemption of long-term debt.iftierest income was negatively impacted by aidedh the average rate earned on loans
and higher volume of FHLB
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advances. Volume increases of loans and secubitiested net interest income by $6.6 million. Téemption of long-term debt contributed
$3.0 million to net interest income for 2014. Highates on securities resulted in $0.26 millionlevkieclining rates on deposits, particularly
time deposits, contributed $0.6 million to the e&se of net interest income. Partially offsettimgincreases, declining rates on loans
negatively impacted net interest income by $4.3ionil FHLB advance interest decreased $47 thouatinbutable to lower rates, net of the
effect of higher volume.

For the year 2013 compared to 2012, net interesinie was positively impacted by an increase in Brahsecurities volume and a decrease
in deposit rates, a more favorable mix of depoaitsl decreases in the volume and rates of FHLBradga Net interest income was
negatively impacted by a decline in the average e@atned on assets. Loan and securities volumeaises boosted net interest income by
$7.2 million and declining rates on deposits, jgattrly time deposits, contributed $2.2 millionthe increase of net interest income. Part
offsetting the increases, declining rates on l@assecurities negatively impacted net interesirme by $8.3 million, while FHLB advance
interest decreased $1.6 million attributable tdhbatlume and rate decreases.

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

loan portfolio, previous loss experience, the siad composition of the loan portfolio and an assess of the impact of current economic
conditions on borrowers’ ability to pay. The prowisfor loan losses and resulting ratios is sumpeatibelow:

(Dollars in thousands) 2014 2013 2012
(Credit) provision for loan losst $ 400 $ 6,55( $ 11,50(
Allowance to loans at year el 1.3% 1.6€% 2.01%
Allowance to average loans for ye 1.41% 1.72% 2.04%

The provision for loan losses represents a chargarnings necessary to establish an allowandedarlosses that, in management’s
evaluation, is adequate to provide coverage foirtherent losses on outstanding loans. The relefasserves for loan losses in 2014
reflected continued improvement in overall crediality metrics and management’s specific assessoféhe overall quality of the loan
portfolio. Over the past year, non-performing lohase declined 48%, while non-performing asset®ltgeclined 37%. More information on
this process can be found in the “Allowance fomlé@sses” section.

Non-performing loans decreased to $11.9 million atddelser 31, 2014 from $22.9 million at year-end 2@iBnarily due to a decrease in
non-accrual loans and loans classified as troutbddd restructurings (TDR). The decrease in nomeatdoans primarily reflected the
migration of a few credits to other real estate edvand a limited number of partial charge-offs @fateral-dependent loans. TDRs, which
are currently accruing interest, decreased fror $illion at December 31, 2013 to $6.4 million adember 31, 2014, largely due to
principal paydowns by customers whose conditiorsraproving. The ratio of non-performing loanddtal loans was 0.64% at

December 31, 2014, down from 1.33% at Decembe2@13. Net charge-offs totaled 0.18% of averagaddar 2014, a decrease compared
to 0.60% for 2013. See “Financial Condition-Nonfpeming Loans and Assets” for further discussiéman-performing loans. See
“Financial Condition-Summary of Loan Loss Experiehfor further discussion of loans charged off dgrthe year.

Bancorp’s loan portfolio is diversified with no sificant concentrations of credit. Geographicathgst loans are extended to borrowers in the
metropolitan areas of Louisville, Indianapolis a&lidcinnati. The adequacy of the allowance is naeil on an ongoing basis and it is the
opinion of management that the balance of the afm& for loan losses at December 31, 2014 is ateetpuabsorb probable losses inhere

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

The following table provides a comparison of thenponents of non-interest income for 2014, 2013201®. Below the table is a discussion
of significant changes and trends.

2014/201: 2013/2012

(Dollars in thousands) 2014 2013 2012 Change % Change %
Investment management and trustserv ~ $ 18,21 $ 16,287 $ 14,27¢ $ 1,92f 11.8% $ 2,00¢ 14.1%
Service charges on deposit acccol 8,88: 8,98¢ 8,51¢ (103 (1.2 47C 5.5
Bankcard transaction reven 4,67 4,37¢ 3,98¢ 29t 6.7 393 9.8
Mortgage banking revent 2,65 3,97¢ 5,771 (1,329 (33.9 (1,799 (31.])
Loss on sales of securities available for 9 5) — 4 80.C (5) (200.0)
Brokerage commissions and fe 2,06( 2,15¢ 2,59: (99 (4.6) (439 (16.7)
Bank owned life insurance incor 927 1,031 1,00¢ (109 (20.7) 25 205
Gain on acquisitiol — 44¢ — (449 (200.0 44¢ 100.(
Other 1,75¢ 1,73¢ 2,30¢ 17 1.C (56¢ (24.7)

$ 39,15F $ 39,00: $ 3845 $ 158 0.4% $ 54t 1.4%

The largest component of non-interest income igstment management and trust revenue. The magmifudeestment management and
trust revenue distinguishes Bancorp from other camity banks of similar asset size. Trust asset@unthnagement totaled $2.27 billion at
December 31, 2014, compared to $2.23 billion atebdwer 31, 2013 and $1.96 billion at December 31220nvestment management and
trust services revenue, which constitutes an aecodg2% of non-interest income, increased $1.9anjlor 11.8%, for 2014 compared to
2013, primarily due to an increased market valuasskts under management and, to a lesser exténtraase in one-time executor fees.
Recurring fees, which generally make up over 95%hefinvestment management and trust revenue aseds10% for 2014, compared to
2013. Most recurring fees earned for managing @uscare based on a percentage of market valuemanthly basis. While fees are based
on market values, they typically do not fluctuaitectly with the overall stock market, as accourgsally contain fixed income and equity
asset classes, which generally react inverselptb ether. Some revenues of the investment marageand trust department, most notably
executor, insurance, and some employee benefitrplated fees, are non-recurring in nature andithieg of these revenues corresponds
with the related administrative activities. Nomrueing fees increased $309 thousand for 2014 cozdpa 2013. For 2014, 2013 and 2012
executor fees totaled approximately $739 thousd#d7 thousand and $106 thousand, respectively. fameant expects to encounter slower
growth of our investment management and trust neeém 2015 as some revenue that boosted 2014sésulbt expected to recur at the same
level in 2015. Still, management expects the itmeat management and trust department will contindactor significantly in financial
results and provide strategic diversity to revesineams.

Service charges on deposit accounts decreasedi$didsand or 1.1%, for the year ended December@®Y 2ompared to the same period a
year ago. Service charge income is driven by &etitn volume, which can fluctuate throughout thary A significant component of servi
charges is related to fees earned on overdrawrkiclgeaccounts. Management expects this sourceveinue to decline slightly in 2015 due
to anticipated changes in customer behavior anmgased regulatory restrictions.

Bankcard transaction revenue increased $295 thdusa%.7%, for the year ended December 31, 20i#paoed to the same period in 2013,
and primarily represents income Bancorp derivesfcostomers’ use of debit cards. This categofgets a change in the manner in which

bankcard revenue and expense are received andlegidoy Bancorp, related to the selection of a nemkbard processor. In 2013, Bancorp
moved processing of its bankcard transactions to
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a new vendor which provides more detailed infororategarding related income and expense. As #&rbégginning in mid-2013,
information previously recorded as net revenueliean grossed up to more accurately reflect incamdesapense. This more detailed
information is not available for prior periods ahdis impacts the comparability of the informationam absolute basis for revenue and
expense. lItis, however, comparable on a net .basis

Bankcard income, net of bankcard expenses whicheam@ded in data processing expenses, was $3i6mi$2.8 million and $2.9 million

for 2014, 2013 and 2012, respectively. The inaréa®014 primarily reflects an increase in voluohé¢ransactions, partially offset by a
decrease in the interchange rates received. Mdasisorevenue is interchange income based on satielsy service providers 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 directly affectedstbhange has affected Bancorp and other simitzlyd institutions as merchants gravitate to
lower cost interchanges. Volume, which is dependantonsumer behavior, is expected to continuadease slowly. However,
management expects interchange rates to decreaséijng in income from this source to remain cstesit with levels experienced in 2014.

Mortgage banking revenue primarily includes gainsales of mortgage loans. Bancorp’s mortgage bgrdé@partment originates residential
mortgage loans to be sold in the secondary malrkierest rates on the loans sold are locked wettbtbrrower and investor prior to closing
loans, thus Bancorp bears no interest rate risite@lto these loans. The department offers comrent VA and FHA financing, for
purchases and refinances, as well as programgdgbtifne home buyers. Interest rates on mortgaged directly impact the volume of
business transacted by the mortgage banking divishortgage banking revenue decreased $1.3 milio83.3%, in 2014 compared to
2013. Market rates for mortgage loans increasgtitst since the first quarter of 2013, resultimgawer volume of refinance activity in 2014
compared to 2013. Declines in refinance actiwfject national trends, as fewer borrowers remaithé marketplace with incentive to
refinance.

In 2014, Bancorp sold securities with total fairrket value of $7.7 million, generating a net lo6$® thousand. These securities consiste
mortgage-backed securities with small remainingubegs, obligations of state and political subdirisi and agency securities. In 2013,
Bancorp sold obligations of state and politicaldivisions with total fair market value of $696 ttsaund, generating a loss of $5 thousand.
These sales were made in the ordinary course tfbjormanagement.

Brokerage commissions and fees decreased $99 tishumad.6%, in 2014 compared to 2013, correspanttiroverall brokerage volume.
Brokerage commissions and fees earned consist plfro&stock, bond and mutual fund sales as welaap fees on accounts. Wrap fee!
charges for investment programs that bundle togetiseite of services, such as brokerage, advisesgarch, and management, and are t
on a percentage of assets. Bancorp deploys itekgkimarily through its branch network throughaarangement with a third party broker-
dealer, while larger managed accounts are seruicte investment management and trust department.

Income related to bank-owned life insurance (“BQlas $927 thousand in 2014 compared to $1.0 mifiiw 2013, due to a lower interest
crediting rate in 2014. BOLI represents the cashender value for life insurance policies on dert@y employees who have provided
consent for Bancorp to be the beneficiary of aipordf such policies. Any proceeds received unidempolicies and the related change in
surrender value are recorded as non-interest incdrhis income helps offset the cost of various leyge benefits.

The Oldham transaction has been accounted for tisengcquisition method of accounting and, accalglimssets acquired, liabilities
assumed and consideration transferred were recaitdestimated fair value on the acquisition d&8ee Note 3 to Bancorp’s consolidated
financial statements for information relating te #hcquisition. The fair value adjustments resubetket assets acquired in excess of the
consideration paid. Accordingly, a non-taxablengzi$449 thousand was recognized in 2013.

Other non-interest income increased $17 thousant¥&b, during 2014 compared to 2013 due to a gadiEfactors, none of which were
individually significant.
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The following table provides a comparison of thenponents of non-interest expenses for 2014, 20d2ah2. Below the table is a
discussion of significant changes and trends.

2014/201: 2013/2012

(Dollars in thousands) 2014 2013 2012 Change % Change %
Salaries and employee bene $ 4468° $ 41,14 $ 37,96( $ 3,547 8.6% $ 3,18t 8.4%
Net occupancy expen: 5,96: 5,61¢ 5,651 34¢ 6.2 (36) (0.€)
Data processing expen 6,39: 6,31¢ 5,27¢ 74 1.2 1,041 19.7
Furniture and equipment exper 1,01¢€ 1,12¢ 1,30¢ (110 (9.9 (180 (13.9)
FDIC insurance 1,31« 1,431 1,49¢ (127 (8.2 (63 (4.2
(Gain) loss on other real estate owi (277) 652 1,41( (923) (141.¢ (758 (53.9)
Acquisition costt — 1,54¢ — (1,549 (200.0 1,54¢ 100.(
Other 14,10° 13,51¢ 12,37 591 4.4 1,14: 9.2

$ 73,20¢ $ 7135 $ 6547: $ 1,85i 26%$ 5,88( 9.C%

Salaries and benefits are the largest componemtrointerest expenses and increased $3.5 million &68& 2014 compared to 2013, larg
due to increased staffing levels, normal increasssalaries, and higher incentive accruals, heatrance costs and stock-based
compensation expense. Increased staffing levelsdad senior staff with higher per capita salainegvestment management and trust,
lending and operational functions. Higher inceataccruals correspond to the increased overall 2014 profitability. At December 31,
2014, Bancorp had 524 full-time equivalent emplayeempared to 519 at the same date in 2013 antbA212.

Net occupancy expense increased $348 thousan@%rféom 2013 to 2014, largely due to a $150 thodsaor-recurring rent refund on a
leased facility which lowered rent expense in 28a8 a variety of other factors, none of which @ividually significant. At December 31,
2014 Bancorp had 34 banking center locations incfuthe main office. In the first quarter of 20Bancorp opened an additional leased
branch location in the Indianapolis MSA.

Data processing expense increased $74 thousan@%rfiom 2013 to 2014 due to a variety of factamme of which is individually
significant. This category includes ongoing congp@quipment maintenance costs related to invesgniemew technology needed to
maintain and improve the quality of delivery chdsrend internal resources.

Furniture and equipment expense decreased $118ahdwr 9.8% in 2014, as compared to 2013, duevdmiety of factors, none of which is
individually significant. Costs of capital assdtlé@ions flow through the statement of income aber lives of the assets in the form of
depreciation expense.

FDIC insurance expense decreased $117 thousaB®%rfor the year ended December 31, 2014, as aeuipa the same period in 2013.
The assessment is calculated quarterly by the FOla& decline in expense is due primarily to a o#idua in the assessment rate, driven by
improved credit metrics in 2014.

Loss on other real estate owned (OREO) decreas2®Iti®usand for the year ended December 31, 2@lehrapared to the same period of
2013. Net gains on OREO totaled $271 thousan@Ga# compared to losses totaling $652 thousand(fd8. Bancorp liquidated several
properties at prices greater than their carryirigeain the first quarter of 2014 resulting in gagm foreclosed assets.
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In connection with the Oldham acquisition in 20Bancorp incurred $1.5 million in expenses relatedxecuting the transaction and
integrating and conforming acquired operations \&itd into Bancorp. Those expenses consisted laofalystems conversions and/or
integration of operations. A summary of acquisitamsts, all recorded in the second quarter of 2iitBided in the consolidated statement of
income follows:

(in thousands) Amount

Data conversion expens $ 90¢€
Consulting 262
Salaries and employee bene 10z
Legal 96
All other 181
Total acquisition cost $ 154

Other non-interest expenses increased $591 thousaddi% for the year ended December 31, 2014 aeospto the same period of 2013. In
2014, the amortization for certain investmentsaidredit partnerships was reclassified in thenmestatement. Accordingly, Bancorp
recorded $1.1 million in amortization expense &ephon-interest expense and reduced income taensrpby $788 thousand. Other
increases included $240 thousand increase in tdjgiseed state taxes and a $137 thousand incredéegairand professional fees. In the
fourth quarter of 2013, Bancorp recorded $1.3 omillof amortization of remaining debt issuance credsted to the redemption of its trust
preferred securities. Also included in 2013 wama-time decrease of $505 thousand in marketingreseorelated to a debit card rewards
program conversion, This category also includes deposit intangible amortization, mortgage semgigights (“MSR) amortization,
marketing, OREO maintenance, printing, mail anddeinmunications, none of which had individuallyn$iigant variances.

Income Taxes

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

(Dollars in thousands) 2014 2013 2012
Income tax expens $ 15,28 $ 11,22¢ $ 9,63¢
Effective tax rate 30.5% 29.2% 27.2%

The increase in the effective tax rate from 2013004 arose from proportionally lower nontaxableoime from the increase in cash value of
life insurance and municipal securities. The resifacmation of tax credit investment amortizatiorperse explained above reduced 2014
income tax expense by $788 thousand. The increabe ieffective tax rate from 2012 to 2013 is pritgahe result of higher tax-exempt
interest in 2012 due to a $740 thousand prepaypendlty received on a tax-exempt loan. For mdi@mation regarding income taxes and
the effective tax rate see Note 8 to Bancorp’s obidated financial statements.
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Financial Condition
Earning Assets and Interest Bearing Liabilities

Summary information with regard to Bancorp’s finecondition follows:

2014/201: 2013/2012
(Dollars in thousands) 2014 2013 2012 Change % Change %
Average earning asse $ 2,259,84. $ 2,096,080 $ 1,922,213 $ 163,75 7.8% $ 173,95 9.1%
Average interest bearing
liabilities 1,664,401 1,582,59: 1,488,93 81,81¢ 5.2 93,65: 6.2
Average total asse 2,398,43| 2,232,86! 2,070,96 165,56: 7.4 161,90: 7.8
Total year end assets 2,563,86! 2,389,26. 2,148,26: 174,60t 7.2% 241,00( 11.2%

Bancorp has experienced growth in earning assetstbe last several years primarily in the areaifs. From 2013 to 2014, average loans
increased 7.1%, or $117.3 million, compared to 7a2%110.2 million from 2012 to 2013. Record Iganduction of approximately $537
million during 2014 due to increased calling effontas largely offset by loan payoffs, including &ffects of amortization and scheduled
maturities. Average securities available-for-satzeased $55.8 million, or 16.6% from 2013 to 20d@mpared to $75.7 million, or 29.0%
from 2012 to 2013 as Bancorp deployed funds fropodi growth into longer-term earning assets.

The increase in average interest bearing lialsliiem 2013 to 2014 occurred primarily in money kediand demand deposits as clients have
excess cash and few short-term investment alteasin the current environment. Average totalregebearing deposit accounts increased
7.6% and non-interest bearing deposit accountsased 14.4% in 2014. Time deposits decreased &.434.2 million in 2014, as Bancorp
intentionally did not renew higher cost deposi@istomers migrated from time deposits to demandsitgpas low rates did not compensate
them for giving up liquidity. Bancorp continuedutlize fixed rate advances from the FHLB durir@l2 as they compared favorably to
similar term time deposits. Bancorp had an avedcd@35.7 million in outstanding FHLB advances D2 compared to $32.5 million and
$60.1 million in 2013 and 2012, respectively. Agdember 31, 2014 and 2013, federal funds purcHasedcorrespondent banks totaled
$47.4 million and $55.3 million, respectively.
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Average Balances and Interest Rates — Taxable Equlent Basis

Year 2014 Year 2013 Year 2012
Average Average Average Average Average Average
(Dollars in thousands) balances Interest rate balances Interest rate balances Interest rate
Earning assetl
Federal funds sol $ 91,97 $ 29z 032% $ 99,38. $ 29t 0.3% $ 108,82( $ 32C 0.2¢%
Mortgage loans held for sa 4,12 174 4.22% 5,88t 21¢ 3.72% 9,191 344 3.7%
Securities
Taxable 334,29¢ 7,30¢ 2.1%% 281,73¢ 5,83¢ 2.07% 210,94 5,41¢ 2.51%
Tax-exempt 58,60t 1,671 2.86% 55,38t 1,64% 2.91% 50,43( 1,691 3.35%
FHLB stock and other securiti 6,75¢ 257 3.8(% 6,91¢€ 262 3.8(% 6,117 23¢ 3.8%%
Loans, net of unearned incor 1,764,101 80,35: 4.55% 1,646,78 79,21¢ 4.81% 1,536,62! 80,59: 5.24%
Total earning asse 2,259,84. 90,06( 3.99% 2,096,08! 87,47 4.17% 1,922,13 88,60« 4.61%
Less allowance for loan loss 28,95¢ 32,28: 31,89(
2,230,88! 2,063,801 1,890,24.
Non-earning asse!
Cash and due from ban 37,504 33,88¢ 31,69¢
Premises and equipme 39,220 38,69 37,63¢
Accrued interest receivable and other as 90,81+« 96,48! 111,39
Total asset $ 239843 $ 2,232,86: $ 2,070,96
Year 2014 Year 2013 Year 2012
Average Average Average Average Average Average
(Dollars in thousands) balances Interest rate balances Interest rate balances Interest rate
Interest bearing liabilitie
Deposits
Interest bearing demand depo: $ 477,43 $ 49€ 0.1% $ 392,93¢ $ 38¢ 0.1% $ 317,01 $ 514 0.1€%
Savings deposi 108,38t 40 0.0%% 96,51¢ 39 0.02% 78,64( 61 0.0€%
Money market deposi 632,81( 1,29(C 0.2(% 585,51: 1,22¢ 0.21% 58989l 1,797 0.3%%
Time deposit: 330,10¢ 2,49¢ 0.7¢% 364,34 3,35¢ 0.92% 383,00t 4,79¢ 1.25%
Securities sold under agreements to repurc 61,74¢ 14C 0.2:% 60,737 14€ 0.24% 59,86 18C 0.3(%
Federal funds purchased and other «term
borrowings 18,21 29 0.1€% 19,54¢ 32 0.1€% 19,43: 31 0.1€%
FHLB advance: 35,70¢ 84C 2.35% 32,51¢ 887 2.7%% 60,11¢ 2,461 4.0¢%
Long-term debt — — — 30,477 3,09( 10.19% 31,47¢ 3,11% 9.8%%
Total interest bearing liabilitie 1,664,401 5,33( 0.32% 1,582,59. 9,16¢ 0.5¢% 1,488,93 12,95! 0.87%
Non-interest bearing liabilitie
Non-interest bearing demand depo: 462,08! 404,11: 341,53«
Accrued interest payable and other liabilit 26,51« 26,057 42,940
Total liabilities 2,153,00! 2,012,76. 1,873,41
Stockholder equity 245,42! 220,10° 197,55:
Total liabilities and stockholde’
equity $ 2,398,43i $ 2,232,86! $ 2,070,96
Net interest incom $ 84,73( $ 78,30¢ $ 75,65!
Net interest spres 3.61% 3.5%% 3.7%
Net interest margi 3.7%% 3.7¢% 3.94%

Notes:

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

»  The approximate tax-equivalent adjustments to é@steincome were $973,000, $1,008,000 and $1,703d0@0e years ended
December 31, 2014, 2013 and 2012, respectively.

*  Average balances for loans include the princip#i@e of non-accrual loans and exclude participat@ans accounted for as secured
borrowings. These participation loans totaled $8,000, $9,990,000 and $27,298,000 for the yeatsde®December 31, 2014, 2013 and
2012.

e Loan interest income includes loan fees and is edethbon a fully tax-equivalent basis using the fatimcome tax rate of 35%. Loan
fees, net of deferred costs, included in interesbine amounted to $790,000, $1,390,000 and $1,80632014, 2013 and 2012,
respectively. For 2012, $1,060,000 of the loans fepresented the prepayment penalty on a tax-&euivbasis of one loan payoff.
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Securities

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

Securities available-for-sale include securitiest thay be sold in response to changes in inteséss,rresultant prepayment risk and other
factors related to interest rate and prepaymekictianges. Securities available-kale are carried at fair value with unrealized gainlosse:
net of tax effect, included in stockholders’ equity

The carrying value of securities available-for-dalsummarized as follows:

December 31

(In thousands) 2014 2013

U.S. Treasury and other U.S. government obligat $ 70,000 $ 110,00(

Government sponsored enterprise obligat 204,98t 137,84!

Mortgagebacked securitie— government agencie 174,271 172,69:

Obligations of states and political subdivisic 62,83« 69,49:

Corporate equity securities 96¢€ —
$ 513,05¢ $ 490,03:

Corporate equity securities, included in the alddor-sale portfolio at December 31, 2014, cansisommon stock in a publicly-traded
small business investment company.

There were no securities held-to-maturity as ofédalcer 31, 2014, 2013 or 2012.

The maturity distribution and weighted averagerigdgerates of debt securities available-for-salBetember 31, 2014 are as follows:

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

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

government obligation $ 70,00( (0.09% $ — — 3 — — 3 — —
Government sponsored

enterprise obligation 36,86¢ 1.41% 91,89¢ 1.440% 7,80z 1.9%% 68,41¢ 2.61%
Mortgage-backed securities —

government agencit 11 1.14% 5,204 2.01% 17,97 1.8(% 151,08 2.4&%
Obligations of states and

political subdivisions 6,721 1.9% 38,28¢ 1.7&% 17,82¢ 2.5% — —

$ 113,60: 0.56% $ 135,38 1.5¢% $ 43,60 2.1€% $ 219,50: 2.52%

The $70 million of U.S. Treasury securities coresisof short-term treasury bills, which maturedanudary 2015, purchased in late
December 2014 as a state tax strategy. Whilenthigrificant premium paid for these securities lteslin a negative yield, the tax savings
generated exceeded the premium cost. Actual miatufidr mortgage-backed securities may differ fmontractual maturities due to
prepayments on the underlying collateral.
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Loan Portfolio

Bancorp’s primary source of income is interestaank. The composition of loans as of the Decembéor3each of the last five years
follows:

(In thousands) 2014 2013 2012 2011 2010
Commercial and industri; $ 57791: $ 510,73¢ $ 426,93( $ 393,72¢ $ 343,95t
Construction and development, excluding undeveloped

land 95,73¢ 99,71¢ 85,45¢ 116,62: 131,34¢
Undeveloped land (1 22,26¢ 29,87: 45,79% 31,01t 28,13¢t
Real estate mortgag

Commercial investmet 487,82. 430,04 414,08« 399,65! 343,16:

Owner occupied commerci 340,98: 329,42: 304,11 297,12: 336,03:

1-4 family residentia 195,10: 183,70( 166,28( 154,56! 157,98:
Home equity- first lien 43,77¢ 40,25! 39,36: 38,63 39,44¢
Home equity- junior lien 66,26¢ 63,40 65,79( 76,687 91,81:
Subtotal: Real estate mortge 1,133,95. 1,046,82. 989,63 966,66! 968,44(
Consume 38,68¢ 34,19¢ 36,78( 36,81/ 36,541
Total loans $ 186855 $ 1,721,350 $ 158459 $ 154484 $ 1,508,42

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

The increases in the commercial and industrialcmdmercial real estate categories are the resaltcohsistent relationship-driven business
strategy to serve existing and new clients in Bgpisdocal markets. The decrease in the constyncind development category since 2010
reflects migration of loan types as project comiplet resulted in permanent financing.

Junior lien home equity loans, which comprise 4%hefloan portfolio at December 31, 2014, are tgibraunderwritten with consideration of
the borrower’s overall financial strength as a @iiynpayment source, with some reliance on the vaiidiee collateral. The overall level of
home equity junior liens as a percentage of thead\vgortfolio and the level of related outstandocgmmitments have been declining over the
last several years. Demand has declined as comsymash to refinance entire debt into first-liersiion loans at historic low rates.

Bancorp occasionally enters into loan participaigreements with other banks to diversify credit.riFor certain sold participation loans,
Bancorp has retained effective control of the lo&yyically by restricting the participating institons from pledging or selling their share of
the loan without permission from Bancorp. US GA®Ruires the participated portion of these loarsetoecorded as secured borrowings.
These participated loans are included in the comialeaind industrial and real estate mortgage lotals above, and a corresponding liability
is recorded in other liabilities. At December 3014 and 2013, the total participated portionsahk of this nature were $8.1 million and
$9.4 million respectively.
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The following tables detail the amounts of loanBatember 31, 2014 which, based on remaining sébédepayments of principal, are due
in the periods indicated. Also shown are the concraband industrial loans due after one year di@gbaccording to sensitivity to changes in

interest rates.

Maturing

Within one After one but
(In thousands) year within five years After five years Total
Commercial and industrii $ 42,21 $ 452,29( $ 83,41( $ 577,91:
Construction and development including undeveldpad 48,11 54,69 15,19t 118,00:
Real estate mortgag 116,32: 690,40:¢ 327,22 1,133,95
Consumer 12,54¢ 25,64¢ 48€ 38,68¢
Total loans $ 219,19 $ 1,223,03 $ 426,32( $ 1,868,55!

Interest Sensitivity
Commercial and industrial loans Fixed rate Variable rate
(In thousands)
Due after one but within five yea $ 204,40¢ $ 247,88:
Due after five year 75,98¢ 7,42¢
$ 280,39! $ 255,30!
Non-performing Loans and Assets
Information summarizing non-performing assets,udaig non-accrual loans follows:
December 31

(Dollars in thousands) 2014 2013 2012 2011 2010
Non-accrual loan: $ 519¢ $ 15,25¢ $ 18,36( $ 18,737 $ 14,38¢
Troubled debt restructurir 6,352 7,24¢ 10,96¢ 3,40z 2,88z
Loans past due 90 days or more and still accr 32¢ 437 71¢ 1,16( 2,044
Non-performing loan: 11,88( 22,94« 30,04¢ 23,29¢ 19,31«
Foreclosed propert 5,97 5,592 7,364 7,772 5,44¢
Non-performing asset $ 17,857 $ 28,53t $ 37,41 $ 31,07: $ 24,75¢
Non-performing loans as a percentage of total Ic 0.64% 1.3%% 1.9(% 1.51% 1.2¢%
Non-performing assets as a percentage of total a 0.7(% 1.1% 1.78% 1.51% 1.3(%
Allowance for loan loss as a percentage of non-

21(% 124% 10€% 12&% 132%

performing loan:

At December 31, 2014, Loans accounted for as T2Ridted modifications from original terms such assthdue to bankruptcy proceedings,
modifications of amortization periods or temporamgpension of principal payments due to customeantiial difficulties. To the extent that
Bancorp chooses to work with borrowers by providiegsonable concessions, rather than initiatinigetidn, this would result in an increase

in loans accounted for as TDR. Loans
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accounted for as TDR, which have not defaultedjratiwidually evaluated for impairment and at Det®m31, 2014, had a total allowance
allocation of $703 thousand, compared to $942 thodsit December 31, 2013.

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

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

Commercial and industrii $ 381 % 84¢€
Construction and development, excluding undeveldaed 51€ 26
Undeveloped lan 1,00(¢ 7,34(
Real estate mortga¢- commercial investmet 23t 1,921
Real estate mortga¢- owner occupied commerci 2,081 2,58z
Real estate mortga¢- 1-4 family residentia 95( 2,391
Home equity 36 152
Consume — —
Total $ 519¢ $ 15,25¢

Loans are placed in a non-accrual income status wheeprospects for recovering both principal acech@ed interest are considered doubtful
or when a default of principal or interest has #dsor 90 days or more unless such a loan is seelired and in the process of collection.
decrease in non-accrual loans primarily refleckedmigration of a few credits to other real estataed and a limited number of partial
charge-offs of collateral-dependent loans. Irgeiecome recorded on non-accrual loans was $284stnd, $185 thousand, and $157
thousand for 2014, 2013, and 2012, respectiveiierést income that would have been recorded ifasamual loans were on a current bas
accordance with their original terms was $376 thoads $1.2 million, and $1.2 million for 2014, 20E8d 2012, respectively.

In addition to the nomperforming loans discussed above, there were ledmish are accruing interest, for which paymentsen@irrent or les
than 90 days past due where borrowers are expergatevated financial difficulties. These potehtieoblem loans totaled approximately
$18.1 million, $22.3 million, and $39.0 million Becember 31, 2014, 2013, and 2012, respectivelhesd relationships are monitored clos
for possible future inclusion in non-performingtsa Management believes it has adequately reflebteexposure in these loans in its
determination of the allowance for loan losses.

Non-performing assets as a percentage of total adseteased 49 basis points from 2013 to 2014, teftedecreases in non-accrual loans
and loans classified as troubled debt restructypagially offset by an increase in foreclosedganty. At December 31, 2014 and
December 31, 2013, the carrying value of otherestdte owned was $6.0 million and $5.6 milliospextively. In 2014, Bancorp recorded
impairment charges on such OREO totaling $157 #wodiscompared to $904 thousand in 2013 and $1l®mih 2012.

Allowance for Loan Losses

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

Bancorp’s lending policies and procedures centezamtrolling credit risk and include proceduresdentify and measure this risk. These
procedures begin with lenders assigning a riskgat each of their credits, and this rating isfcored in the loan approval process. Internal
loan review, through a year-round process of examgimdividually
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significant obligor relationships as well as a sy each lender’s portfolio, tests the relialilitf these risk assessments. Additionally, a
review of this process is an integral part of ragady bank examinations.

Adversely rated credits are included on a loan kvlst, and are assigned the lowest pass grad&abiafor loans. This list also includes lo
requiring closer monitoring due to borrower’s cimtstances. However, these loans have generallyeaohed a level of adversity which
would cause them to be criticized credits by refguta Loans are added to the watch list when mstances are detected which might affect
the borrower’s ability to comply with terms of thean. This could include any of the following:

»  Delinquency of a scheduled loan payment,

»  Severe deterioration in the borrower’s or guarastiimancial condition identified in a review of pedic financial statements,
» Decrease in the value of collateral securing thaa jor

*  Change in the economic environment in which thedwer operates.

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

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

In determining the allowance and related provigmroan losses, these principal elements are densd:

»  Specific allocations are based upon probable lozsésdividually evaluated impaired loans. Thesnbare measured based on the
present value of future cash flows discounted @ldhans’ effective interest rate or at the estimhdi#ér value of the loangollateral, if
applicable. Other objective factors such as paymistbry and financial condition of the borrowergwarantor may be used as well.

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

»  Additional allowance allocations based on subjecfactors not necessarily associated with a spexiéidit or loan category and
represent management’s effort to ensure that theathallowance for loan losses appropriately itflea margin for the imprecision
necessarily inherent in the estimates of cred#des Management considers a number of subjeetoters, including local and
general economic business factors and trends anidlgmconcentrations.

The allocation of the allowance for loan losseddan category is a result of the analysis above. §dme procedures used to determine
requirements for the allowance for loan losseshdistathe distribution of the allowance by loaneggiry. The distribution of the allowance
will change from period to period due to changethaidentified risk in each loan in the portfolehanges in the aggregate loan balances by
loan category, and changes in management’s vigheoubjective factors noted above. Although tlewance for loan losses is comprised
of specific and general allocations the entirevadloce is available to absorb any credit losses.

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

During 2013, Bancorp refined its allowance caldalato allocate the portion of the allowance thasvpreviously deemed to be unallocate
be instead included in management’s determinatidheoappropriate qualitative factors. This refiradidwance calculation includes specific
allowance allocations to loan portfolio segmentsdfigalitative factors including, among other fastdr) national and local economic and
business conditions, (ii) the quality and expereeotlending staff and management, (iii) changdsmaling policies and procedures,

(iv) changes in volume and severity of past duedoalassified loans and non-performing loanspftgntial impact of any concentrations of
credit, (vi) changes in the nature and terms afidosuch as growth rates and utilization rates) ¢hianges in the value of underlying collateral
for collateral-dependent loans, considering Bansadjsposition bias, and (viii) the effect of othestternal factors such as the legal and
regulatory environment. Bancorp may also considleer qualitative factors
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in future periods for additional allowance allocas, including, among other factors, changes incBepis loan review process. Changes in
the criteria used in this evaluation or the avdlitgtof new information could cause the allowartoebe increased or decreased in future
periods. In addition, bank regulatory agencieqaas of their examination process, may require stdjgnts to the allowance for loan and le
losses based on their judgments and estimates.

Based on this quantitative and qualitative ana)ysi®dits) provisions are made to the allowancédan losses. Such (credits) provisions are
reflected as a (benefit to) charge against cueamntings in Bancorp’s consolidated statementsaufiire.

The adequacy of the allowance for loan losses isitmied by the internal loan review staff and répdmuarterly to the Audit Committee of
the Board of Directors. This committee has appdahe overall allowance methodology. In additioarious regulatory agencies, as an
integral part of their examination process, pegatly review the adequacy of Bancorp’s allowanaddan losses. Such agencies may require
Bancorp to make additional provisions to the alloeeabased upon their judgments about informati@iae to them at the time of their
examinations. Management believes that the alloeéorcloan losses is adequate to absorb probahégent losses as of the balance sheet
date on existing loans that may become uncollextiBée “Provision for Loan Losses” for further dission of the allowance for loan losses.
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Summary of Loan Loss Experience

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

(Dollars in thousands) 2014 2013 2012 2011 2010
Average Loan: $ 177301 $ 1656,77 $ 156391 $ 152955 $ 1,469,1L
Balance of allowance for loan losses at
beginning of yea $ 28,52. $ 31,881 $ 29,74 $ 2554: $ 20,00(
Loans charged o
Commercial and industrii 661 457 4,52: 1,01t 1,41¢
Construction and development excluding
undeveloped lan 25C 25 14¢ 1,50z 1,461
Undeveloped lan 1,752 7,961 1,577 60C 75C
Real estate mortga( 992 2,75¢ 3,451 5,331 2,45(
Consume 587 763 79€ 673 687
Total loans charged o 4,24¢ 11,96¢ 10,49¢ 9,121 6,76¢€

Recoveries of loans previously charged
Commercial and industrii 242 56¢ 84 10¢ 11F
Construction and development excludin

undeveloped lan — 162 — — 26
Undeveloped lan 16€ 81 — — —
Real estate mortga( 12C 584 24¢ 15€ 163
Consume 51: 65¢ 801 457 53€

Total recoverie: 1,04: 2,05¢ 1,13¢ 728 84C

Net loans charged o 3,20z 9,90¢ 9,36¢ 8,39¢ 5,92¢
(Credit) provision for loan losses (credited
charged to expen: (400 6,55( 11,50( 12,60( 11,46¢
Balance at end of ye. $ 24,92( $ 28,52. $ 31,88. $ 29,74 $ 25,54¢
Ratio of net charge-offs during year to
average loan 0.18% 0.6(% 0.6(% 0.55% 0.4(%

See “Provision for Loan Losses” for discussionhaf provision for loan losses and 2014 charge-offs.
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The following table sets forth the allocation oé thllowance for loan losses for the loan categatiesvn. Although specific allocations exist,
the entire allowance is available to absorb logsesiy particular loan category.

December 31

(In thousands) 2014 2013 2012 2011 2010
Commercial and industrii $ 9,45 $ 7,64 % 594¢ $ 7,36 $ 2,79¢
Construction and development, excluding undeveloped

land 78¢ 2,55k 1,63¢ 3,53¢ 3,63(
Undeveloped lan 1,561 5,37¢ 2,89¢ 10 —
Real estate mortgag 12,75, 12,60 14,28¢ 11,18: 12,20:
Consume 361 343 362 54C 623
Unallocatec — — 6,74¢ 7,118 6,291
Total allowance for loan loss: $ 2492( $ 2852: $ 31,88. $ 29,74 $ 25,54:

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

Selected ratios relating to the allowance for ltwemses follow:

Years ended December 3

2014 2013 2012
(Credit) provision for loan losses to average Ic (0.02% 0.4(% 0.74%
Net charg-offs to average loar 0.1&% 0.6(% 0.6(%
Allowance for loan losses to average lo 1.41% 1.72% 2.0%
Allowance for loan losses to year end loans 1.3%% 1.6€% 2.01%

Deposits

Bancorp’s core deposits consist of non-interestiatedest bearing demand deposits, savings depositificates of deposit under $100,000
and IRAs. These deposits, along with other bortbfuads, are used by Bancorp to support its asss. [By adjusting rates offered to
depositors, Bancorp is able to influence the amoohteposits needed to meet its funding requirésnen

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

Years ended December 3

2014 2013 2012
Average Average Average Average Average Average

(Dollars in thousands) balance rate balance rate balance rate
Nonr-interest bearing demanc

deposits $ 462,08 = $ 404,11 = $ 341,53 —
Interest bearing demand

deposits 477,43: 0.1(% 392,93¢ 0.1(% 317,01 0.1€%
Savings deposil 108,38t 0.04% 96,51¢ 0.04% 78,64( 0.0&%
Money market deposi 632,81( 0.2(% 585,51: 0.21% 539,39! 0.3%
Time deposits 330,10¢ 0.76% 364,34" 0.92% 383,00¢ 1.25%

$ 2,010,82. $ 1,843,42 $ 1,659,59
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Maturities of time deposits of $250,000 or morestanding at December 31, 2014, are summarizedlaa/fo

(In thousands) Amount

3 months or les $ 11,31:

Over 3 through 6 montt 6,891

Over 6 through 12 montt 8,704

Over 12 months 14,23:
$ 41,13]

Securities Sold Under Agreement to Repurchase

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

Information regarding securities sold under agregmt repurchase follows:

Years ended December 3

2014 2013 2012
(Dollars in thousands) Amount Rate Amount Rate Amount Rate
Securities sold under
agreements to repurche
Year enc $ 69,55¢ 020 $ 62,61t 0.2:% $ 59,04: 0.28%
Average during yee 61,74¢ 0.2:% 60,73’ 0.24% 59,86 0.3(%
Maximum month end
balance during yes¢ $ 69,55¢ $ 68,38 $ 6458

Subordinated Debentures

Bancorp issued $30 million of 10% cumulative tnustferred securities in 2008. The trust prefeseclrities, which qualified as Tier 1
capital, were callable by Bancorp on or after Delsen81, 2013. On December 31, 2013, Bancorp reeedhese securities at par value.
Remaining unamortized issuance costs of $1.3 milkere recognized as non-interest expense in tivthfquarter of 2013.

Liquidity

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

Bancorp’s Asset/Liability Committee is primarily a@up of senior management and has direct ovensghonsibility for Bancorg’ liquidity
position and profile. A combination of daily, wégland monthly reports provided to management t#taifollowing: internal liquidity
metrics, composition and level of the liquid ags&tfolio, timing differences in short-term casbwil obligations, and exposure to contingent
draws on Bancorp’s liquidity.

Bancorp’s most liquid assets are comprised of eashdue from banks, available-for-sale marketablestment securities and federal funds
sold. Federal funds sold totaled $32.0 millioatember 31, 2014. These investments
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normally have overnight maturities and are usedyéoareral daily liquidity purposes. The fair valddhe available-for-sale investment
portfolio was $513.1 million at December 31, 20T%he portfolio includes maturities of approximat&ly/13.6 million over the next twelve
months, including $95 million of short-term secastwhich matured in January 2015. Combined véttefal funds sold, these offer
substantial resources to meet either new loan démareductions in Bancorp’s deposit funding b&mncorp pledges portions of its
investment securities portfolio to secure publieduleposits, cash balances of certain investmenagement and trust accounts, and
securities sold under agreements to repurchadeeéeémber 31, 2014, total investment securitiesgdddor these purposes comprised 51%
of the available-for-sale investment portfolio,viry $250 million of unpledged securities.

Bancorp has a large base of core customer depdsftaed as demand, savings, money market depmsiuats and time deposits up to
$100,000. At December 31, 2014, such depositieth®2.0 billion and represented 94% of Bancorptaltdeposits. Because these core
deposits are less volatile and are often tiedhermproducts of Bancorp through long lasting retahips they do not put heavy pressure on
liquidity. However, many of Bancorp’s individuagplositors currently maintain historically high badas. When market conditions improve,
these balances will likely decrease, putting sotre@rson Bancorp’s liquidity position. As of Decber 31, 2014, Bancorp had only $5.5
million or 0.3% of total deposits, in brokered dsit®, which are predominantly comprised of Cerdifecof Deposit Account Registry Service
(CDARSs) deposits, a program which allows Bancorpffer FDIC insurance up to $50 million in depogitr customer through reciprocal
agreements with other network participating banks.

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

a low cost alternative to other time deposits.D&tember 31, 2014, the amount of available cregihfthe FHLB totaled $404.8 million. S
Note 11 to Bancor's consolidated financial statements for furthdoimation regarding advances from the FHLB. ABancorp has

available federal funds purchased lines with cgmasent banks totaling $55 million. Bancorp akeligible to borrow from the Federal
Reserve Bank of St. Louis based upon value of dastéateral.

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

Sources and Uses of Cash

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

Commitments

In the normal course of business, Bancorp is gargctivities that contain credit, market and operel risk that are not reflected in whole or
in part in Bancorp’s consolidated financial statatse Such activities include: traditional off-aate sheet credit-related financial
instruments, commitments under operating leasesosggterm debt.
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Bancorp provides customers with off-balance shestitsupport through loan commitments and stanetbgrs of credit. Summarized credit-
related financial instruments, including both corimants to extend credit and letters of credit atddeber 31, 2014 are as follows:

Amount of commitment expiration per period

Less than 1-3 35 Over 5
(In thousands) Total 1 year Years Years Years
Unused loan commitmen $ 451,96. $ 262,59: $ 90,41¢ $ 56,53: $ 42,41¢
Standby letters of credit 11,04( 6,89¢ 4,141 — —

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

In addition to owned banking facilities, Bancorstentered into lonterm leasing arrangements for certain branch fesli Bancorp also h
required future payments for a non-qualified dedibenefit retirement plan, long-term debt and ttaunity of time deposits. In 2009,
Bancorp executed an agreement to acquire markegjhts for a sports and entertainment venue. Bgmnceives revenue from the
relationship which offsets a portion of the expenseer the term of the agreement. See Note 11, Notind Note 18 to Bancorp’s
consolidated financial statements for further infation on Federal Home Loan Bank advances, theatfhenefit retirement plan and
operating leases.

Required payments under such commitments at Deae3ih@014 are as follows:

Payments due by perioc

Less than 1-3 35 Over 5
(In thousands) Total 1 year Years Years Years
Operating lease $ 7,782 $ 1,457 $ 2,88: $ 1,80C $ 1,64«
Defined benefit retirement ple 3,78 84 16¢ 16¢ 3,36%
Time deposit maturitie 311,33( 211,34: 85,27¢ 14,71 —
Federal Home Loan Bank advanu 36,83: 30,38¢ 734 767 4,94¢
Other 2,00( 40C 80C 80C —

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

Years ended December 3

(Dollars in thousands, except per share dat¢ 2014 2013 2012
Stockholder equity $ 259,89 $ 229,44: $ 205,07!
Dividends per shar 0.8¢ 0.81 0.77
Dividend payout ratio, based on basic E 36.82% 42.41% 41.4%
Tier 1 risk-based capite 12.62% 12.29% 13.1%
Total risk-based capite 13.86% 13.5%% 14.42%
Leverage Ratio 10.26% 9.7%% 10.7¢%

Since 2008, Bancorp has had no share buyback gitansing instead to continue to grow its capi&&ncorp increased its cash payout to
stockholders during 2014 to an annual dividend88, up from $0.81 per share in 2013. This repitsse payout ratio of 36.8% based on
basic EPS and an annual yield of 2.76% based upammualized fourth quarter dividend rate and yat-closing stock price.

Bank holding companies and their subsidiary bam&sequired by regulators to meet risk-based clgtidmdards. These standards, or ratios,
measure the relationship of capital to a combimatibbalance sheet and off-balance sheet risksvahe of both balance sheet and off-
balance sheet items are adjusted to reflect crisilig. The increase in all capital ratios from 2@d 2014 resulted largely from the growth in
retained earnings. The decline in the ratios from

38




Table of Contents

2012 to 2013 reflected the redemption of the $30amiof trust preferred securities, net of theuimsce of $12.2 million of common stock for
the Oldham transaction. See Note 12 to Bansarphsolidated financial statements for more detgiarding the redemption of trust prefel
securities and Note 3 for more information regagdime Oldham transaction. Note 22 to the constiifinancial statements provides more
details of regulatory capital requirements, as wsltapital ratios of Bancorp and the Bank. Bgmemd the Bank exceed regulatory capital
ratios required to be well capitalized. Managenuamsiders the effects of growth on capital ratiest contemplates plans for expansion.

The final rules implementing the Basel Il regulgtoapital reforms became effective for Bancorp Badk on January 1, 2015, and include
new minimum risk-based capital and leverage ratdanagement believes that as of December 31, Zddcorp meets the requirements to
be considered well-capitalized under the new rules.

One component of equity is accumulated other cohgmsive income (loss) which, for Bancorp, cong$tset unrealized gains or losses on
securities available-for-sale and a minimum pengadaility, both net of taxes. Accumulated othengwrehensive income (loss) was $2.1
million and $(2.2) million at December 31, 2014 &84 3, respectively. The $4.3 million increaserimprily a reflection of the effect of the
changing interest rate environment during fiscar2014 on the valuation of Bancorp’s portfolioseturities available-for-sale.

The following table presents various key financélos:

Years ended December 3

2014 2013 2012
Return on average ass 1.45% 1.22% 1.25%
Return on average stockholc’ equity 14.1% 12.3% 13.06%
Average stockholders’ equity to average assets 10.23% 9.8% 9.54%

Fair Value Measurements

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

Authoritative guidance defines fair value as thegthat would be received to sell an asset or fwatcansfer a liability in an orderly
transaction between participants at the measureda@t The guidance, which requires fair valuesueaments to be classified as Level 1
(quoted prices), Level 2 (based on observable g)mrtLevel 3 (based on unobservable, internallyved inputs), is discussed in more detalil
in Note 19 to the consolidated financial statements

Bancorp’s investment securities available-for-said 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
non-recurring basis, generally in the applicatibiower of cost or market adjustments or write-devar specific assets.

The portfolio of investment securities available-$ale is comprised of U.S. Treasury and other goSernment obligations, debt securities
of U.S. government-sponsored corporations (inclgidinortgage-backed securities), obligations of statpolitical subdivisions and
corporate equity securities. U.S. Treasury anpamate equity securities are priced using quotegbgrof identical securities in an active
market. These measurements are classified as Lamghe hierarchy above. All other securitiesanieed using standard industry models or
matrices with various assumptions such as yieldesjrvolatility, prepayment speeds, default rates value, credit rating and market prices
for similar instruments. These assumptions are rgdlgebservable in the market place and can bevel@éfrom or supported by observable
data. These measurements are classified as Léwveh& hierarchy above.

Interest rate swaps are valued using primarily L&vaputs. Fair value measurements generally basgaenchmark forward yield curves and
other relevant observable market data. For purpofspstential valuation adjustments to derivatiesigions, Bancorp evaluates the credit risk
of its counterparties as well as its own credk.rio date, Bancorp has not realized any lossesaa&ounterparty’s inability to perform and
the change in value of derivative assets and iiaslattributable to credit risk was not signifitauring 2014.
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Mortgage loans held for sale are recorded at tiverl@f cost or market value. The portfolio is commed of residential real estate loans and
fair value is based on specific prices of undedydontracts for sales to investors. These meammsnare classified as Level 2.

MSRs, carried in other assets, are recorded atdiie upon capitalization, are amortized to cquoesl with estimated servicing income, and
are periodically assessed for impairment base@iowdlue at the reporting date. Fair value islbasn a valuation model that calculates the
present value of estimated net servicing income. mbdel incorporates assumptions that market jjzatits would use in estimating future
net servicing income. These measurements aref@daisas Level 3. At December 31, 2014 and 2018:thes no valuation allowance for
MSRs, as fair value exceeded carrying value.

Loans are measured for impairment and, if indicagespecific allocation is established based orvéhge of underlying collateral. Impaired
loans include non-accrual loans and loans accoudoteab troubled debt restructuring. For impaileghs, fair value is calculated as the
carrying value of loans with a specific valuatidio@ance, less the specific allowance. At Decen8ir2014 and December 31, 2013,
carrying value of impaired loans was $6.4 milliord&9.1 million, respectively. These measuremarg<lassified as Level 3.

Other real estate owned, which is carried in o#lssets at the lower of cost or fair value, is phcally assessed for impairment based on fair
value at the reporting date. Fair value is deteethifrom external appraisals using judgments atichates of external professionals. Man'
these inputs are not observable and, accordinghget measurements are classified as Level 3. Equtiposes of the tables in Note 19, fair
value for OREO is equal to the carrying value diygarcels of OREO for which carrying value equatpraised value. If a parcel of OREO
has a carrying value below its appraised valus,nbt considered to be carried at fair value, iartierefore not included in the table in Note
19. The losses represent write-downs which occuttgihg the period indicated. At December 31, 22043, the carrying value of other real
estate owned was $6.0 million and $5.6 millionpestively.

See Note 19 to Bancorp’s consolidated financidakstants for details of fair value measurements.
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Non-GAAP Financial Measures

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

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

December 31

(in thousands, except per share datz 2014 2013

Total equity $ 259,89! $ 229,44
Less core deposit intangit (1,820 (2,157
Less goodwill (682) (682)
Tangible common equity $ 257,390 $ 226,61.
Total asset $ 2,563,86¢ $ 2,389,26.
Less core deposit intangit (1,820 (2,157
Less goodwill (682) (682)
Total tangible assets $ 2,561,360 $ 2,386,42
Total shareholde’ equity to total asse 10.1%% 9.6(%
Tangible common equity ratio 10.05% 9.5(%
Number of outstanding shar 14,74¢ 14,60¢
Book value per shai $ 176 $ 15.71
Tangible common equity per share 17.4¢ 15.51

The following table provides a reconciliation ot ierest margin in accordance with US GAAP tomalized net interest margin. Bancorp
provides this information to illustrate the tremdniet interest margin sequentially from 2012 thto2§14 and to show the impact of
prepayment fees and late charges on net interegima

Reconciliation of Net Interest Margin to Normalized

2014 2013 2012
Net interest margi 3.75% 3.7% 3.94%
Prepayment penalties / late charges (0.05) (0.0¢) (0.06)
Normalized net interest marg 3.7(% 3.6€% 3.88%
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Recently Issued Accounting Pronouncements

In January 2014, the Financial Accounting Stand&aksrd (“FASB”) issued Accounting Standards UpdafsU”) No. 2014-01,
Investment— Equity Method and Joint Ventures — Accountingrfeestments in Qualified Affordable Housing Prégeavhich allows
investors in qualified affordable housing projeti®ugh limited liability entities that meet spéed conditions to recognize the amortization
of the investments as a component of income tarrsga Under the proportional amortization metlasdjefined in the ASU, the cost of the
investments will be amortized in proportion to (aner the same period as) the total expected tagflis, including the tax credits and other
tax benefits, as they are realized on the taxmetlihe ASU is required to be applied retrospedttivier those investors electing the
proportional amortization method. However, if amdstor uses the effective yield method to accoomnit$ investments in qualified affordable
housing projects, it may continue to apply the @ffe yield method for those preexisting investnseithe ASU is effective for annual and
interim periods beginning after December 15, 20Bdcause Bancorp currently accounts for its investsiin affordable housing projects
under the effective yield method, the adoption 81A2014-01 is not expected to have a material itlngad@ancorp’s operations or financial
statements.

In May 2014, the Financial Accounting Standardsrdq&FASB”) issued Accounting Standards Update ((RpNo. 2014-09 Revenue from
Contracts with Customerswvhich outlines a single comprehensive model 8& im accounting for revenue arising from contragth
customers, and supersedes most current revenugniton guidance. The ASU is effective for fisgalars and interim periods beginning
after December 15, 2016. Bancorp is still evahgthe potential impact of adoption of ASU 2014-09.

In June 2014, the Financial Accounting Standardsr@¢*FASB”) issued Accounting Standards Update§tR) No. 2014-11, Repurchase-
to-Maturity Transactions, Repurchase Financings &istlosures which changes the accounting for repurchase-tiHitytransactions and
linked repurchase financings to secured borrowogpanting. The ASU requires additional discloswksansactions that are economically
similar to repurchase agreements and informati@auiatollateral pledged in repurchase agreemertte AISU is effective for fiscal years and
interim periods beginning after December 15, 20Bécause Bancorp does not utilize repurchageatuirity transactions or linked repurch
financings, the adoption of ASU 2014-11 is not expd to have an impact on Bancorp’s operationgnantial statements. Because Bancorp
utilizes repurchase agreements, the adoption of 2&14-11 is expected to result in additional disales in Bancorp’s financial statements.

ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk

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

Item 8. Financial Statements and Supplementary Data

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

Consolidated Balance She- December 31, 2014 and 20

Consolidated Statements of Inco- years ended December 31, 2014, 2013 and

Consolidated Statements of Comprehensive Inc- years ended December 31, 2014, 2013 and
Consolidated Statements of Changes in Stockh¢ Equity - years ended December 31, 2014, 2013 and
Consolidated Statements of Cash Fl- years ended December 31, 2014, 2013 and

Notes to Consolidated Financial Statem

Report of Independent Registered Public Accourfing

Managemer's Report on Consolidated Financial Statem
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Consolidated Balance Sheets

December 31

(Dollars in thousands) 2014 2013
Assets
Cash and due from ban $ 42.21¢  $ 34,51¢
Federal funds sold and interest bearing due fromks 32,02¢ 36,25

Cash and cash equivalel 74,24 70,77(
Mortgage loans held for sa 3,74 1,757
Securities availab-for-sale (amortized cost of $509,276 in 2014 and $4%3i0 2013) 513,05t¢ 490,03:
Federal Home Loan Bank stock and other secul 6,34 7,34
Loans 1,868,55! 1,721,35!
Less allowance for loan loss 24,92( 28,52:
Net loans 1,843,633l 1,692,82
Premises and equipment, | 39,08¢ 39,818
Bank owned life insuranc 30,107 29,18(
Accrued interest receivab 5,98( 5,712
Other asset 47,67 51,82«
Total assets $ 2,563,861 $ 2,389,26;
Liabilities
Deposits

Nor-interest bearin $ 523,94 $ 423,35(

Interest bearini 1,599,68! 1,557,58

Total deposit: 2,123,62 1,980,93

Securities sold under agreements to repurc 69,55¢ 62,61¢
Federal funds purchas 47,39( 55,29¢
Accrued interest payab 131 12¢
Other liabilities 26,43« 26,51«
Federal Home Loan Bank advanu 36,83: 34,32¢
Total liabilities 2,303,97: 2,159,811

Stockholders' equity
Preferred stock, no par value; 1,000,000 shardmemed; no shares issued or outstant — —
Common stock, no par value; 20,000,000 shares ap#b issued and outstanding 14,744,684 sl

in 2014 and 14,608,556 shares in 2! 10,03t 9,581
Additional paic-in capital 38,19 33,25¢
Retained earning 209,58 188,82!
Accumulated other comprehensive income (li 2,08t (2,219
Total stockholders’ equity 259,89! 229,44
Total liabilities and stockholders’ equity $ 256386 $  2,38926.

See accompanying notes to consolidated financi&sients.
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Consolidated Statements of Income

Years ended December 3!

(In thousands, except per share date 2014 2013 2012
Interest income
Loans $ 79,88 $ 78,700 $ 79,39¢
Federal funds sol 29z 29t 32C
Mortgage loans held for sa 174 21¢ 344
Securities

Taxable 7,56¢ 6,09¢ 5,657

Tax-exempt 1,172 1,14¢ 1,182
Total interest income 89,08 86,46+ 86,90
Interest expense
Deposits 4,321 5,011 7,16¢
Securities sold under agreements to repurc 14C 14¢€ 18C
Federal funds purchas 29 32 31
Federal Home Loan Bank advan: 84C 887 2,461
Subordinated debentur — 3,09( 3,11:
Total interest expense 5,33( 9,16¢ 12,95:
Net interest income 83,75: 77,29¢ 73,95(
(Credit) provision for loan lossk (400 6,55( 11,50(
Net interest income after provision for loan losse 84,15’ 70,74¢ 62,45(
Non-interest income
Investment management and trust serv 18,21 16,28 14,27¢
Service charges on deposit accol 8,88: 8,98¢ 8,51¢
Bankcard transaction reven 4,67: 4,37¢ 3,98¢
Mortgage banking revent 2,65 3,97¢ 5,771
Loss on sales of securities availe-for-sale 9 5) —
Brokerage commissions and fe 2,06( 2,15¢ 2,59:
Bank owned life insurance incor 927 1,031 1,00¢
Gain on acquisitiol — 44¢ —
Other 1,75¢ 1,73¢ 2,30¢
Total non-interest income 39,15t 39,00: 38,457
Non-interest expense:
Salaries and employee bene 44,68’ 41,14¢ 37,96(
Net occupancy expen: 5,96: 5,61¢ 5,651
Data processing expen 6,39: 6,31¢ 5,27¢
Furniture and equipment exper 1,01¢ 1,12¢ 1,30¢
FDIC insurance 1,31« 1,431 1,49«
Acquisition costt — 1,54¢ —
(Gain) loss on other real estate owi (277) 652 1,41(C
Other 14,10; 13,51¢ 12,37
Total non-interest expense: 73,20¢ 71,35: 65,47:
Income before income taxe 50,10 38,39¢ 35,43t
Income tax expens 15,28 11,22¢ 9,63¢
Net income $ 34,82: $ 27,17C $ 25,80:
Net income per share, basi $ 23¢ $ 191 $ 1.8¢€
Net income per share, dilutec $ 23t $ 18¢ § 1.8t

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

(In thousands)

Years ended December 3.

2014 2013 2012
Net income $ 3482 $ 27,17C $ 25,80
Other comprehensive income (loss), net of
Unrealized gains (losses) on securities avai-for-sale:
Unrealized gains (losses) arising during the pefi@d of tax of $2,383, $(4,234), and $(:
respectively’ 4,42: (7,867%) (45)
Unrealized gains on hedging instrumel
Unrealized gains arising during the period (netafof $0, $8, and $0, respective — 16 —
Minimum pension liability adjustment (net of tax®({69), $111, and $2, respective (127) 20€ 4
Reclassification adjustment for securities losgeetassified out of other comprehensive
income into loss on sale of securities availablestde (net of tax of $3, $2, and $0,
respectively’ 6 3 —
Other comprehensive income (lo 4,30: (7,639 (41)
Comprehensive income $ 39,12« $ 19,53 $ 25,76(

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

For each of the years in the three year period endeDecember 31, 201

Accumulated

Common stock Additional other

(In thousands, except per shar Number of paid-in Retained comprehensive
data) shares Amount capital earnings income (loss’ Total
Balance December 31, 20 13,81¢ $ 6,95 $ 1459¢ $ 160,67 $ 5462 $ 187,68t
Net income — — — 25,80 — 25,80:
Other comprehensive income, net of — — — — (42) (47)
Stock compensation exper — — 1,481 — — 1,481
Stock issued for exercise of stock options

dividend reinvestment plan, net of

withholdings to satisfy employee tax

obligations upon vesting of stock awa 7C 23: 1,16¢ 2 — 1,397
Shares issued for n-vested restricted stoc 57 19C 1,10¢ (1,29¢) — —
Cash dividends, $0.77 per sh — — — (10,69 — (10,699
Shares repurchased and cance (31) (103) (623 16€ — (55§)
Balance December 31, 20 13,91t ¢ 727 $ 17,73 $ 174650 $ 5421 $ 205,07
Net income — — — 27,17( — 27,17(
Other comprehensive loss, net of — — — — (7,63¢) (7,639
Stock compensation exper — — 1,94( — — 1,94(
Stock issued for exercise of stock options

dividend reinvestment plan, net of

withholdings to satisfy employee tax

obligations upon vesting of stock awa 151 503 3,041 (169) — 3,37¢
Shares issued for n-vested restricted stoc 55 184 1,08: (1,267%) — —
Stock issued for acquisitic 531 1,76¢ 10,42¢ — — 12,19¢
Cash dividends, $0.81 per sh. — — — (11,670 — (12,670)
Shares repurchased and cance (43) (148) (969) 111 — (1,006)
Balance December 31, 20 1460¢ $ 9,581 $ 3325¢ $ 188,82 $ (2,217 $ 229,44
Net income — — — 34,82 — 34,82:
Other comprehensive income, net of — — — — 4,302 4,30z
Stock compensation exper — — 2,01¢ — — 2,01¢
Stock issued for exercise of stock options

dividend reinvestment plan, net of

withholdings to satisfy employee tax

obligations upon vesting of stock awa 12¢€ 41¢ 2,88¢ (119 — 3,19¢
Shares issued for n-vested restricted stoc 48 16C 994 (1,155 — (1)
Cash dividends, $0.88 per sh. — — — (12,929 — (12,92
Shares repurchased and cance (38) (125) (963) 13C — (95¢€)
Balance December 31’ 20 14,745 $ 10,035 $ 38,19: $ 209,58‘ $ 2,08E $ 259,895

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

Years ended December 3

(in thousands) 2014 2013 2012
Operating activities
Net income 34,82 $ 27,17C % 25,80:
Adjustments to reconcile net income to net caskigenl by operating activitie:
(Credit) provision for loan losse (400 6,55( 11,50(
Depreciation, amortization and accretion, 7,41: 7,96¢ 4,96¢
Deferred income tax (benefit) exper (318 57C (2,939
Loss on sale of securities availe-for-sale 9 5 —
Gains on sales of mortgage loans held for (1,57¢) (2,657 (4,32))
Origination of mortgage loans held for s (89,069 (149,74 (241,129
Proceeds from sale of mortgage loans held for 88,65t 164,69: 235,78:
Bank owned life insurance incor (927) (1,03)) (2,006
Increase in value of private investment fu — — (637)
Proceeds from liquidation of private investmentdi — — 2,84¢
(Gain) loss on other real estate owi (277) 652 1,41(C
Loss on the disposal of premises and equipt 33 51 19C
Gain on acquisitiol — (449 —
Stock compensation exper 2,01¢ 1,94( 1,481
Excess tax benefits from sh-based compensation arrangeme (378 (265) (83
(Increase) decrease in accrued interest receiamolother asse (23%) 73€ 76¢
Increase (decrease) in accrued interest payablethed liabilities 112 2,141 (19,84()
Net cash provided by operating activities 39,88¢ 58,32¢ 14,79¢
Investing activities
Purchases of securities availe-for-sale (328,89) (443,969 (488,39()
Proceeds from sale of securities avail-for-sale 7,732 69¢€ —
Proceeds from maturities of securities avail-for-sale 304,07¢ 406,38! 452,44
Net increase in loar (156,20() (112,159 (53,599
Purchases of premises and equipn (2,52%) (2,365 (3,309
Acquisition, net of cash acquirt — 8,96: —
Proceeds from disposal of equipm 344 — 3
Proceeds from sale of other real estate ov 5,50i 6,57¢ 2,97¢
Net cash used in investing activitie (169,959 (135,86 (89,869
Financing activities
Net increase in deposi 142,69 78,80 163,95«
Net (decrease) increase in securities sold undeeatents to repurchase ¢
federal funds purchast (9617) 39,55 (27,707)
Proceeds from Federal Home Loan Bank adva 42,74( 12,51( 31,46:
Repayments of Federal Home Loan Bank adva (40,237 (10,06) (60,017
Repayments of subordinated debenti — (30,900 (20,000
Issuance of common stock for options and dividesiigvestment pla 2,47: 2,43¢ 961
Excess tax benefits from sh-based compensation arrangems 37¢ 26t 83
Common stock repurchas (61€) (33]) (205)
Cash dividends pai (12,92 (11,670 (10,699
Net cash provided by financing activities 133,54. 80,60¢ 87,85
Net increase in cash and cash equivalen 3,471 3,061 12,78:
Cash and cash equivalents at beginning of yei 70,77( 67,70: 54,92(
74,24. $ 70,77 $ 67,701

Cash and cash equivalents at end of period

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

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

The consolidated financial statements include tw@ants of Stock Yards Bancorp, Inc. (“Bancorp”i s wholly owned subsidiary, Stock
Yards Bank & Trust Company (“the Bank”). Signifitdntercompany transactions and accounts have él@amated in consolidation.
Certain prior year amounts have been reclassifiemtform to the 2014 presentation. Bancorp hatuated subsequent events for
recognition or disclosure up to the date on whinhricial statements were issued and determined there none.

In addition to traditional commercial and persadoahking activities, Bancorp has an investment meamegnt and trust department offering a
wide range of investment management, retirememingtag, trust and estate administration and findngdanning services. Bancorp’s primary
market area is Louisville, Kentucky and surroundioghmunities including southern Indiana. Otherkats include Indianapolis, Indiana &
Cincinnati, Ohio.

Basis of Financial Statement Presentation and Usé Bstimates

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

Cash Equivalents and Cash Flows
Cash and cash equivalents include cash and duebfaois and Federal funds sold as segregated actimnpanying consolidated balance
sheets. The following supplemental cash flow infation addresses certain cash payments and nomaashctions for each of the years in

the three-year period ended December 31, 2014las/fo

Years ended December 3
(in thousands) 2014 2013 2012

Cash payments;

Income tax paymen $ 13,04: % 8,35( $ 10,68t

Cash paid for intere: 5,32 9,21( 13,017
Non-cash transactions:

Transfers from loans to other real estate ow $ 579t § 524¢ $ 4,48¢
Securities

Securities available-for-sale include securitiest thay be sold in response to changes in inteséss,rresultant prepayment risk and other
factors related to interest rate and prepaymekictianges. Securities available-&ale are carried at fair value with unrealized gainlosse:
net of tax effect, included in stockholders’ equiynortization of premiums and accretion of disctsuare recorded using the interest method
over the life of the security. Gains or losses ales of securities are computed on a specific ifiestion basis. Declines in fair value of
investment securities available-for-sale (with @erexceptions for debt securities noted below) #na deemed to be other-th@mporary ar
charged to earnings as a realized loss, and a oswbasis for the securities is established. Iluatimg other-than-temporary impairment,
management considers the length of time and etdemhich fair value has been less than cost, firmmondition and near-term prospects of
the issuer, and the intent and ability of Bancorpetain its investment in the issuer for a penbdtime sufficient to allow for any anticipated
recovery in fair value in the near term. Decline$air value of debt securities below amortizedt@we deemed to be other-than-temporary in
circumstances where: (1) Bancorp has the intesélfica security; (2) it is more likely than not tiBgancorp will be required to sell the security
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before recovery of its amortized cost basis; oB@)corp does not expect to recover the entire taadrcost basis of the security. If Banc
intends to sell a security or if it is more likéhan not that Bancorp will be required to sell sieeurity before recovery, an other-than-
temporary impairment write-down is recognized im@ggs equal to the difference between the secsrémortized cost basis and its fair
value. If Bancorp does not intend to sell the ségor it is not more likely than not that it witle required to sell the security before recovery,
the other-than-temporary impairment write-downdparated into an amount representing credit loB&hnis recognized in earnings, and an
amount related to all other factors, which is retpgd in other comprehensive income. Declines Inevaudged to be other-than-temporary
are included in gains (losses) on sales of seesrévailable-for-sale in the consolidated statesehincome. See Note 4 to Bancorp’s
consolidated financial statements for addition&iimation on investment securities.

Mortgage Loans Held for Sale

Mortgage loans held for sale are initially recorééthe lower of cost or market value on an indialdoan basis. All of these loans are
covered by investor commitments.

Loans

Loans are stated at the unpaid principal balanee ¢itferred loan origination fees, net of defetoah costs. Loan fees, net of any costs, are
deferred and amortized over the life of the reldteah on an effective yield basis. Interest incamdoans is recorded on the accrual basis
except for those loans in a non-accrual incomeistatoans are placed in a non-accrual income states prospects for recovering both
principal and accrued interest are considered daludxt when a default of principal or interest leagsted for 90 days or more unless such

is well secured and in the process of collectid¢hen a loan is placed on non-accrual status, aeydst previously accrued but not yet
collected is reversed against current income.rdsténcome is recorded on a cash basis duringdhied a loan is on non-accrual status so
long as the recovery of principal is reasonablyess Non-accrual loans may be returned to acataalis once prospects for recovering both
principal and accrued interest are reasonably adsuroans are accounted for as troubled debtusting when Bancorp, for economic or
legal reasons related to the debtor’s financidialifties, grants a concession to the debtor thabuld not otherwise consider. If aloan is
restructured at a market rate for a new loan watlhgarable risk, no principal forgiveness has baantgd, and the loan is not impaired based
on the terms specified by the restructuring agredniteshall be removed from restructured statusegally after six months of performance.

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

Allowance for Loan Losses

The allowance for loan losses is management’s agimf probable inherent losses on outstandingsldaman losses are charged against the
allowance when management believes the uncolldityadii a loan balance is confirmed. Subsequenvvedes, if any, are credited to the
allowance. Prior to 2013, management measuredpth®priateness of the allowance for loan losséis iantirety using (a) quantitative
(historical loss rates) and qualitative factors ifagement adjustment factors); (b) specific allaregion impaired loans, and (c) an unalloc
amount. The unallocated amount was evaluatedeto#in portfolio in its entirety and was based dditional factors, such as national and
local economic trends and conditions, changes linme and severity of past due loans, volume of accrual loans, volume and severity of
adversely classified or graded loans and otheofa@nd trends that affect specific loans and caiteg of loans, such as a heightened risk in
the commercial and industrial loan portfolios. Bamp utilized the sum of all allowance amounts\tias described above, including a
reasonable unallocated allowance, as an indicétiwecappropriate level of allowance for loan aeade losses.

During 2013, Bancorp refined its allowance caldalato allocate the portion of allowance that wesvpusly deemed to be unallocated to
instead be included in management’s determinati@ppropriate qualitative factors. This refinecalance calculation includes specific
allowance allocations for qualitative factors irdihg, among other factors, (i) national and locaremic conditions, (ii) the quality and
experience of lending staff and management, (ignges in lending policies and procedures, (ivhgka in volume and severity of past due
loans, classified loans and non-performing loanspétential impact of any concentrations of creglif) changes in the nature and terms of
loans such
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as growth rates and utilization rates, (vii) chanigethe value of underlying collateral for colla@ledependent loans, considering Bancorp’s
disposition bias, and (viii) the effect of othetemal factors such as the legal and regulatoryremment. Bancorp may also consider other
qualitative factors for additional allowance alltoas, including changes in Bancorp’s loan revieacgss. Changes in the criteria used in
this evaluation or the availability of new inforraat could cause the allowance to be increased aedsed in future periods. In addition, b

regulatory agencies, as part of their examinatimegss, may require adjustments to the allowanckém losses based on their judgments
and estimates.

Based on this quantitative and qualitative ana)ysi®dits) provisions are made to the allowancédan losses. Such (credits) provisions are
reflected as a (benefit to) charge against cueamntings in Bancorp’s consolidated statementsaufrire.

The adequacy of the allowance for loan losses isitmied by the internal loan review staff and répdmuarterly to the Audit Committee of
the Board of Directors. This committee has appdabe overall methodology. Various regulatory agesicas an integral part of their
examination process, periodically review the adeyud Bancorp’s allowance for loan losses. Suchaigs may require Bancorp to make
additional provisions to the allowance based upeir judgments about information available to thesrthe time of their examinations.

Acquired loans

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

Acquired loans that had evidence of deterioratiooredit quality since origination and for whictwiais probable, at acquisition, that Bancorp
would be unable to collect all contractually reqdipayments were specifically identified and anedyZThe excess of cash flows expected at
acquisition over the estimated fair value is refdrio as accretable discount and will be recogréeeititerest income over the remaining life
of the loan. The difference between contractuatyuired payments at acquisition and the cash fexpected to be collected at acquisition is
referred to as non-accretable discount. The noretatule discount represents estimated future clesties expected to be incurred over the
life of the loan. Subsequent decreases to the égheash flows require Bancorp to evaluate the heregn allowance for loan losses on these
loans. Subsequent improvements in expected casis fvill result in the reversal of a correspondamgount of the non-accretable discount
which Bancorp will reclassify as an accretable alistt that will be recognized into interest inconverothe remaining life of the loan using
interest method. Bancorp’s evaluation of the amadfifiliture cash flows that it expects to collegpésformed in a similar manner as that used
to determine its allowance for loan losses. Charffeof the principal amount on credit-impaired aicgd loans would be first applied to non-
accretable discount.

For acquired loans that are not deemed impairedaisition, the methods used to estimate the redj@illowance for loan losses for acqu
loans is the same for originated loans exceptahwgtinitial fair value adjustment is taken into sweration when calculating any required
allowance.

Premises and Equipment

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

50




Table of Contents
Other Assets

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

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

Bancorp’s investment in a domestic private investinfiend was comprised of bank and other financidlustry securities and was accounted
for as an equity-method investment in accordantie WS GAAP until its liquidation in 2012.

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

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

Securities Sold Under Agreements to Repurchase

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

Repurchased Shares of Common Stock

The repurchase of Bancorp’s common stock is recbatieost, and repurchased shares are returnkd giatus of authorized, but unissued.
Amounts recorded in common stock are based ontabedsvalue of the shares, as there is no par vdesidual amounts are recorded in
additional paid in capital.

Income Taxes

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

Realization of deferred tax assets associatedthélinvestment in partnerships is dependent uporrgéng sufficient taxable capital gain
income prior to their expiration. A valuation allance to reflect management’s estimate of the teanpateductible differences that may
expire prior to their utilization has been recor@g¢gear-end 2014. No valuation allowance for defittax assets was recorded as of
December 31, 2013 because Bancorp has sufficiettaxable income, future projected taxable incpamal tax planning strategies to allow
for utilization of the deductible temporary diffeies and capital loss carryforwards within theydarward period.

To the extent unrecognized income tax benefits inecealized or the related accrued interest iongdr necessary, Bancorp’s provision for
income taxes would be favorably impacted. As oféeber 31, 2014 and 2013, the gross amount of ognered tax benefits was $40,000.
If recognized, the tax benefits would reduce tagpesrse and accordingly, increase net income. Timiatf unrecognized tax benefits may
increase or decrease in the future for variousoreamcluding adding amounts for current tax yemsitpons, expiration of open income tax
returns due to statutes of limitation, changes amagement’s judgment about the level of uncertastitus of examination, litigation
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and legislative activity and the addition or elimiion of uncertain tax positions. Stock Yards Bapg¢Inc. and its wholly-owned subsidiary
file consolidated income tax returns in applicghkésdictions.

Bancorp’s policy is to report interest and penalti€any, related to unrecognized tax benefitmaome tax expense. As of December 31,
2014 and 2013, the amount accrued for the potgudiainent of interest and penalties was $2,000.

Bancorp invests in certain partnerships that yi@dlincome housing, historic and new market taxditeeas well as tax deductible losses. The
tax benefits and related investment amortizatiqgreases for low-income housing credits are recognizéncome tax expense using an
effective yield method over the life of the investmh. In 2014, the amortization method for investtaém new markets and historic tax credit
partnerships was changed from the effective yiedthod to the flow through method. The flow througethod matches the amortization
period with the time frame over which the credits eealized and amortization expense is recordedhes non-interest expense.

Net Income Per Share

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

Comprehensive Income

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

Segment Information

Bancorp provides a broad range of financial sess/toandividuals, corporations and others throughhirty-four full service banking
locations as of December 31, 2014. These serinckgle loan and deposit services, cash manageseerites, securities brokerage
activities, mortgage origination and investment agggment and trust activities. Bancorp’s operatamesconsidered by management to be
aggregated in two reportable operating segmenisnacial banking and investment management ant trus

Stock-Based Compensation

For all awards, stock-based compensation expenseadgnized over the period in which it is earnadda on the fair value of the portion of
stock-based payment awards that are ultimatelyad®gdo vest, reduced for estimated forfeitures GAR\P requires forfeitures to be
estimated at the time of grant and revised, if agagy, in subsequent periods if actual forfeituliéfer from those estimates.

Derivatives

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

For derivatives designated as cash flow hedgesfthaetive portion of changes in fair value of therivative is initially reported in other
comprehensive income and subsequently reclassdigderest income or expense when the hedgedattioa affects earnings, while the
ineffective portion of changes in fair value of idative, if any, is recognized
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immediately in other noninterest income. Bancoigeases effectiveness of each hedging relationghipimparing the cumulative changes in
cash flows of the derivative hedging instrumentwiite cumulative changes in cash flows of the aedig hedged item or transaction. No
component of the change in the fair value of thdgimgy instrument is excluded from the assessmehédfie effectiveness.

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

Bancorp had no fair value hedging relationship@etember 31, 2014 or 2013. Bancorp does not useatiees for trading or speculative
purposes.

See Note 21 to the consolidated financial stateffemhore information regarding derivatives.
(2) Restrictions on Cash and Due from Banks

Bancorp is required to maintain an average redesilance in cash or with the Federal Reserve Bdaking to customer deposits. The amc
of those required reserve balances was approxiyné1e?20,000 and $1,105,000 at December 31, 20426143, respectively, and is within
federal funds sold and interest bearing due fronk®#n the consolidated balance sheet.

(3) Acquisition

On April 30, 2013, Bancorp completed the acquisitid 100% of the outstanding shares of THE BANCdmp, (“Oldham”), parent company
of THE BANK — Oldham County, Inc. As a result dettransaction, THE BANK —-©ldham County merged into Stock Yards Bank & T
Company. Since the acquisition date, results efaons acquired in the Oldham transaction haes lrecluded in Bancorp’s financial
results.

The Oldham transaction has been accounted for tisengcquisition method of accounting and, accalglimssets acquired, liabilities
assumed and consideration transferred were recetdestimated fair value on the acquisition dateseis acquired totaled approximately
$146.0 million, including $39.8 million of loand.iabilities assumed totaled $125.1 million, inclagi$120.4 million of deposits. Fair value
adjustments resulted in net assets acquired irsexafethe consideration paid. Accordingly, a naxable gain of $449 thousand was
recognized.
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The following table summarizes the consideratioid pad the amounts of assets acquired and liaslassumed, adjusted for fair value at the
acquisition date.

(dollars in thousands) Dollars

Purchase price

Value of:
Cash $ 8,291
Equity instruments (531,288 common shares of Ban)c 12,19¢
Total purchase pric 20,49t
Identifiable asset:
Cash and federal funds s¢ 17,26(
Investment securitie 81,827
Loans 39,75¢
Premises and equipme 4,00¢
Core deposit intangibl 2,54:
Other asset 60E
Total identifiable asse 145,99¢
Identifiable liabilities:
Deposits 120,43!
Securities sold under agreement to repurc 2,762
Other liabilities 1,85i
Total identifiable liabilities 125,05«
Net gain resulting from acquisitic $ 44¢

Acquisition costs (included in other non-interegb@nses in Bancorp’s income statement for the geded
December 31, 201 $ 1,54¢

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

Bancorp recorded a core deposit intangible of $#lkon which is being amortized using methods taaticipate the life of the underlying
deposits to which the intangible is attributablé.December 31, 2014, the unamortized core depusihgible was $1.8 million. See Note 7
for details on the core deposit intangible.
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In many cases, determining the fair value of aegliassets and assumed liabilities required Bartoogptimate cash flows expected to result
from those assets and liabilities and to discouosé cash flows at appropriate rates of interdst. mMost significant of these determinations
related to the valuation of acquired loans. Belswri analysis of the fair value of acquired loansfaDecember 31, 2014.

Acquired Acquired non- Total

impaired impaired acquired
(in thousands) loans loans loans
Contractually required principal and interest ajuasition $ 3,28t $ 37,761 $ 41,04¢
Contractual cash flows not expected to be colle (372) (723) (1,099
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¢ $ 37,01t $ 39,75¢

Fair values of checking, savings and money mar&pbsit accounts acquired from Oldham were assumeggroximate the carrying value
these accounts have no stated maturity and arédlgaga demand. Certificate of deposit accounts waheed at the present value of the
certificates’ expected contractual payments distediat market rates as of the acquisition datsifoilar certificates.

In connection with the Oldham acquisition, Bancmgurred expenses totaling $1.5 million relate@xecuting the transaction and integra
and conforming acquired operations with and intod®ap. Those expenses consisted largely of cororerdisystems and/or integration of
operations.

(4) Securities

The amortized cost, unrealized gains and lossesfaanvalue of securities available-for-sale falto

(in thousands) Amortized Unrealized

December 31, 201 cost Gains Losses Fair value
U.S. Treasury and other U.S. government obligat $ 70,000 $ — $ — $ 70,00(
Government sponsored enterprise obligat 203,53: 2,017 562 204,98t
Mortgage-backed securitie- government agencit 173,57: 2,04z 1,34t 174,271
Obligations of states and political subdivisic 61,41¢ 1,56( 14z 62,83«
Corporate equity securiti¢ 75€ 21C — 96€
Total securities availat-for-sale $ 509,27¢  $ 582¢ $ 2,04¢ $ 513,05t
(in thousands) Amortized Unrealized

December 31, 201 cost Gains Losses Fair value
U.S. Treasury and other U.S. government obligat $ 110,000 $ — 8 — 8 110,00(
Government sponsored enterprise obligat 138,09« 1,62: 1,872 137,84!
Mortgage-backed securitie- government agencit 176,52 1,391 5,22 172,69:
Obligations of states and political subdivisic 68,44¢ 1,47¢ 42¢€ 69,49:
Total securities availat-for-sale $ 493,06t $ 4481 $ 752: $ 490,03:

There were no securities held-to-maturity as ofddeloer 31, 2014 or 2013.

Corporate equity securities, included in the alddor-sale portfolio at December 31, 2014, cansisommon stock in a publicly-traded
small business investment company.

55




Table of Contents

In 2014, Bancorp sold securities with total fairrked value of $7.7 million, generating a net lo§$® thousand. These securities consiste
mortgage-backed securities with small remaininghaés, obligations of state and political subddrisi and agency securities. In 2013,
Bancorp sold obligations of state and politicaldivisions with total fair market value of $696 ttsaund, generating a loss of $5 thousand.
These sales were made in the ordinary course tfbjormanagement. In 2012, there were no secsrig@d. Management has the intent and
ability to hold all remaining investment securitemilable-for-sale for the foreseeable future.

A summary of the available-for-sale investment siéies by maturity groupings as of December 31,21shown below.

(in thousands)

Securities availabl«for-sale Amortized cost Fair value

Due within 1 yea $ 113,36¢ $ 113,58t
Due after 1 but within 5 yea 128,73t 130,18:
Due after 5 but within 10 yea 25,04« 25,63:
Due after 10 yeat 67,79¢ 68,41¢
Corporate equity securiti¢ 75€ 96¢€
Mortgagebacked securitie- government agencit 173,57: 174,271
Total securities available for se $ 509,27t $ 513,05t

Actual maturities may differ from contractual matigs because some issuers have the right to cpllepay obligations. In addition to equity
securities, the investment portfolio includes agemortgage-backed securities, which are guarartigejencies such as the FHLMC,
FNMA, and GNMA. These securities differ from triadinal debt securities primarily in that they mawh uncertain principal payment dates
and are priced based on estimated prepaymentaatie underlying collateral.

Securities with a carrying value of approximate®63.1 million at December 31, 2014 and $243.5 aniliat December 31, 2013 were pled
to secure accounts of commercial depositors in nesiagement accounts, public deposits, and caahdgs for certain investment
management and trust accounts.

At year end 2014 and 2013, there were no holdifigecurities of any one issuer, other than the G&/ernment and its agencies, in an
amount greater than 10% of stockholders’ equity.
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Securities with unrealized losses at December 314 2and 2013, not recognized in the statementscohie 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
December 31, 2014
Government sponsored enterprise obligat $ 36,97¢ $ 3C $ 26,84¢ $ 53 $ 63827 $ 562
Mortgage-backed securities - governmen
agencies 4,03¢ 77 49,32¢ 1,26¢ 53,36: 1,34t
Obligations of states and political
subdivisions 12,65! 67 6,291 75 18,95 14z
Total temporarily impaired securiti $ 5367: % 174 $ 82/47( $ 1,87 $§ 136,14. $  2,04¢
December 31, 2013
Government sponsored enterprise obligat $ 76,75¢ $ 1,42¢ $ 435 $ 443 $ 81,10t $ 1,87
Mortgage-backed securities - government
agencie: 112,65: 4,40( 8,752 82z 121,40 5,222
Obligations of states and political
subdivisions 22,09: 40¢ 1,211 23 23,30t 42€
Total temporarily impaired securiti $ 211,49¢ $ 6,23¢ $ 14,31¢ $ 1,28¢ $ 22581! $ 7,52

The applicable dates for determining when secsrdi® in an unrealized loss position are Decembe2@®14 and 2013. As such, it is possible
that a security had a market value higher thaantertized cost on other days during the past twelwaths, but is not in the “Investments
with an unrealized loss of less than 12 monthségaity above.

Unrealized losses on Bancorp’s investment secsiittetfolio have not been recognized as expensaulsedhe securities are of high credit
quality, and the decline in fair values is largelye to changes in the prevailing interest raterenment since the purchase date. Fair value is
expected to recover as securities reach their rhatlate and/or the interest rate environment rettio conditions similar to when these
securities were purchased. These investments ¢afi€l® and 155 separate investment positions &eoémber 31, 2014 and 2013,
respectively. Because management does not inteselltthe investments, and it is not likely thanBorp will be required to sell the
investments before recovery of their amortized bastes, which may be maturity, Bancorp does natidenthese securities to be other-than-
temporarily impaired at December 31, 2014.

FHLB stock and other securities are investmentd hglBancorp which are not readily marketable anedcarried at cost. This category
includes holdings of Federal Home Loan Bank of @inati (FHLB) stock which are required for acces$§HLB borrowing, and are
classified as restricted securities. As of Decandlie 2013, FHLB Stock and other securities inctldebl million Community Reinvestment
Act (CRA) investment which matured in the secondrtgr of 2014.
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(5) Loans

The composition of loans by primary loan portfadiegment follows:

December 31

(In thousands) 2014 2013

Commercial and industrii $ 577,91. $ 510,73¢
Construction and development, excluding undeveldaed 95,73: 99,71¢
Undeveloped lan 22,26¢ 29,87:
Real estate mortgag 1,133,95: 1,046,82.
Consume 38,68t 34,19¢

$ 1,868,55! $ 1,721,35

Loan balances include deferred loan originatios feet of deferred loan costs. At December 31, 20042013, net deferred loan costs
exceeded deferred loan fees, resulting in net bakof ($331) thousand, compared to ($139) thouaaBe&cember 31, 2013. During 2013
and 2014, deferred loan origination costs excedaéglred fees for new loans, resulting in the =ddfce decrease.

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

Bancorp occasionally enters into loan participaigneements with other banks in the ordinary coof$isiness to diversify credit risk. For
certain sold participation loans, Bancorp has netieffective control of the loans, typically bygtrécting the participating institutions from
pledging or selling their share of the loan withpatmission from Bancorp. US GAAP requires thdipigated portion of these loans to be
recorded as secured borrowings. The participatetiops of these loans are included in the comrakesid industrial loan totals above, and a
corresponding liability is reflected in other lidties. At December 31, 2014 and 2013, the totatipipated portions of loans of this nature
were $8.1 million and $9.4 million respectively.

Loans to directors and their associates, incluthags to companies for which directors are prinajpeners, and executive officers are
presented in the following table.

(in thousands) Year ended December 31

Loans to directors and executive officers 2014 2013

Balance as of January $ 8,661 $ 6,09¢
New loans — 2,21(
Repayment of term loar 1,22z 892
Changes in balances of revolving lines of cr 4,34¢ 1,25(
Balance as of December $ 11,790 $ 8,667

None of the loans to directors and executive offiaeere past due or considered potential problemdaluring 2014 or 201
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The following tables present the balance in themded investment in loans and roll-forward of aliowee for loan losses by portfolio segment
and based on impairment evaluation method as oémber 31, 2014, 2013 and 2012.

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 $ 57791. $ 95,73: $ 22,26¢ $1,13395 $ 38,68¢ $1,868,55I

Loans individually evaluated for
impairment $ 6,23¢ $ 51€ $ 1,00 $ 372 $ 76 $ 1155!

Loans collectively evaluated for
impairment $ 571,60( $ 94,60 $ 21,26¢ $1,129,7601 $ 38,60( $1,855,83

Loans acquired with deteriorated credit
quality $ 72 $ 614 $ — 3 467 $ 9 % 1,162

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

Allowance for loan losse:

At December 31, 201 $ 7,642 % 2,558 % 537¢ $ 12,60 $ 34: % — $ 28,52
Provision (credit 4,59: (1,589 (2,249 (1,290 25 — (400
Chargeoffs (667) (250 (1,759 (999) (587) — (4,249
Recoveries 24% — 16€ 12C 512 — 1,04z

At December 31, 201 $ 1181¢ $ 721 $ 1548 $ 1054 $ 294 % — $ 24,92

Allowance for loans individually
evaluated for impairmel $ 52¢ $ 15 $ 50C $ 25¢ $ 76 $ — $ 1,37¢

Allowance for loans collectively
evaluated for impairmetr $ 11,290 $ 706 $ 1,048 $ 10,28¢ $ 21 $ — $ 23,54

Allowance for 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, $1,046,82 $ 34,19¢ $1,721,35
Loans individually evaluated for
impairment $ 757¢ $ 26 $ 7,34C $ 747t $ 84 $ 22,50;
Loans collectively evaluated for
impairment $ 502,53! $ 98,42¢( $ 22,53, $1,038,822 $ 34,09 $1,696,41.
Loans acquired with deteriorated credit
quality 62 $ 1,26 $ — $ 521 $ 19 $ 2,43(
Construction
and developmen
Commercial excluding
and undeveloped Undeveloped Real estate
industrial land land mortgage Consumer Unallocated Total
Allowance for loan losses
At December 31, 201 $ 594¢ % 1,63t $ 2,80¢ $ 14,28t $ 36z $ 6,746 $ 31,88
Provision 1,58: 77¢ 10,35¢ 49C 86 (6,74¢€) 6,55(
Chargeoffs (457) (25) (7,96)) (2,759 (7639) — (11,969
Recoveries 56¢ 162 81 584 65¢ — 2,05t
At December 31, 201 $ 7,64 $ 2,558 $ 537¢ $ 1260: $ 34 % — $ 28,52
Allowance for loans individually
evaluated for impairmel $ 76z $ — $ — $ 60€ $ 84 $ — $ 1452
Allowance for loans collectively
evaluated for impairmet $ 6,88 $ 255 $ 5376 $ 11,99 $ 25¢  $ — $ 27,07
Allowance for loans acquired with
deteriorated credit qualit $ — — $ — $ — $ — $ — $ —
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Type of loan

(in thousands) Commercial Construction Real estate

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

Loans $ 426,93( $ 131,250 $ 989,63. $ 36,78( $ 1,584,59

Loans individually evaluated for impairme $ 8,661 $ 10,867 $ 9,798 $ 4 $ 29,32¢

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

Loans acquired with deteriorated credit que $ — $ — $ — $ — $ —

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

Allowance for loan losse:

At December 31, 201 $ 7,36/ $ 3,54¢ $ 11,18. $ 54C $ 7,118 $  29,74¢
Provision 3,02¢ 2,71¢€ 6,30¢ (181 (367) 11,50(
Chargeoffs (4,527 (1,726 (3,45)) (79¢) — (10,499
Recoveries 84 — 24¢ 801 — 1,13¢

At December 31, 201 $ 594¢ $ 453 $ 1428t $ 36z $ 6,74¢ $ 31,88

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

Allowance for loans collectively evaluated
for impairment $ 5797 8 163t $ 13,728 $ 36z $ 6,74¢ $ 28,26¢

Allowance for loans acquired with
deteriorated credit qualit $ — $ — $ — 3 — $ — 3 —

The considerations by Bancorp in computing itsvedloce for loan losses are determined based oratfieug risk characteristics of each loan
segment. Relevant risk characteristics are asvistio

e« Commercial and industrial loans: Loans in thisgaty are made to businesses. Generally these dmarsecured by assets of the
business and repayment is expected from the cawsis tf the business. A weakened economy, and asgulecreased consumer
and/or business spending will have an effect orcthdit quality in this loan category.

»  Construction and development, excluding undeveldaed: Loans in this category primarily includeddoans to local individuals,
contractors and developers for developing the fandale or for the purpose of making improveméhéseon. Repayment is derived
from sale of the lots/ units including any pre-sotits. Credit risk is affected by market condiiptime to sell at an adequate price
and cost overruns. This category also includes cervial development projects Bancorp finances, whianost cases require only
interest to be paid during construction, and thamvert to permanent financing requiring principalaatization. Credit risk is
affected by construction delays, cost overrunskataronditions and the availability of permanengficing, to the extent such
permanent financing is not being provided by us.

 Undeveloped land: Loans in this category are s&thy land initially acquired for development by thorrower, but for which no
development has yet taken place. Credit riskfescefd by market conditions, time to sell at angadge price and cost overruns.
Credit risk is also affected by market conditions ¢he availability of permanent financing, to #heent such permanent financing is
not being provided by us. Prior to 2013 loandis tategory were recorded within construction dedelopment loans.
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* Real estate mortgage: Loans in this category agento and secured by owner-occupied residenthbstate, income-producing
investment properties and owner-occupied realesised for business purposes. Repayment is dapemriéhe credit quality of the
individual borrower. The underlying properties gemerally located largely in Bancorp’s primary neréarea. The overall health of
the economy, including unemployment rates and Imgugiices, will have an effect on the credit quailit this loan category. The
cash flows of the income producing investment prioge are adversely impacted by a downturn in tememy as evidenced by
increased vacancy rates, which in turn, will haneetiect on credit quality. In the case of ownecupied real estate used for
business purposes, a weakened economy and resigetsed consumer and/or business spendingawél én adverse effect on
credit quality.

» Consumer: Loans in this category may be eithaureglcor unsecured and repayment is dependent ameti# quality of the
individual borrower and, if applicable, sale of t@lateral securing the loan (such as automobi@srefore, the overall health of
the economy, including unemployment rates and Imgugiices, will have a significant effect on thedit quality in this loan
category.

During 2013, Bancorp refined its allowance caldalato allocate the portion of the allowance thasvpreviously deemed to be unallocate
instead be included in management’s determinatidheoappropriate qualitative factors. This refirmidwance calculation included specific
allowance allocations to loan portfolio segmentstfioalitative factors including, among other fastqi) national and local economic and
business conditions, (ii) the quality and experésatlending staff and management, (iii) changderling policies and procedures,

(iv) changes in volume and severity of past duedoalassified loans and non-performing loanspftgntial impact of any concentrations of
credit, (vi) changes in the nature and terms afiscguch as growth rates and utilization rates) ¢hianges in the value of underlying collateral
for collateral-dependent loans, considering Bansadsposition bias, and (viii) the effect of othexternal factors such as the legal and
regulatory environment. Bancorp may also considleer qualitative factors in future periods for didthal allowance allocations, including,
among other factors, changes in Bancetpan review process. Because Bancorp refiseglltwance calculation during 2013 such that
longer maintains unallocated allowance, Bancorfisation of its allowance by loan segment at Delsen81, 2014 and 2013 are not
comparable with prior periods.

Also in 2013, as a result of analyses of non-perfing loan metrics, Bancorp expanded the classifinatfor loans to include undeveloped
land, which was previously recorded within congtimrcand development loans.

Bancorp has loans that were acquired in the Oldhesuisition, for which there was, at acquisitiovidence of deterioration of credit quality
since origination and for which it was probableaedyuisition, that all contractually required paynsewould not be collected. The carrying
amount of those loans is included in the balaneetsamounts of loans at December 31, 2014 and Zi¥ehges in the interest component of
the fair value adjustment for acquired impairechifor the years ended December 31, 2013 and 2@1shawn in the following table:

Accretable Non-accretable

(in thousands) discount discount

Balance at December 31, 20 $ — 3 —
Additions due to Oldham acquisitic 174 372
Accretion (37 3
Reclassifications from (to) n-accretable differenc — —
Disposals = =
Balance at December 31, 20 137 36¢
Accretion (75) (103
Reclassifications from (to) n-accretable differenc — —
Disposals — —
Balance at December 31, 20 $ 62 $ 26¢€

Accretion in the non-accretable discount colummeeents accretion recorded upon payoff of loans.
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The following tables present loans individually kexded for impairment as of December 31, 2014 @182

Unpaid Average
(in thousands) Recorded principal Related recorded
December 31, 201 investment balance allowance investment
Loans with no related allowance recort
Commercial and industrii $ 39 $ 40¢ $ — 8 89¢€
Construction and development, excluding
undeveloped lan 26 151 — 26
Undeveloped lan 50C 3,18¢ — 5,70¢
Real estate mortga( 2,80: 3,24( — 2,99¢
Consume — — — —
Subtotal 3,72¢ 6,981 — 9,62¢
Loans with an allowance record
Commercial and industri; $ 584: $ 6,31¢ $ 52¢ $ 6,697
Construction and development, excluding
undeveloped lan 49(C 49C 15 19¢
Undeveloped lan 50C 1,59¢ 50C 10C
Real estate mortga( 917 917 25€ 1,99t
Consume 76 76 76 80
Subtotal 7,82¢ 9,391 1,37¢ 9,06¢
Total
Commercial and industrii $ 6,23¢ $ 6,72¢ $ 52¢ % 7,59:
Construction and development, excluding
undeveloped lan 51€ 641 15 222
Undeveloped lan 1,00¢ 4,78¢ 50C 5,80¢
Real estate mortga( 3,72( 4,157 25€ 4,99/
Consume 76 76 76 80
Total $ 11,55. $ 16,38¢ $ 1,37¢ $ 18,69
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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 $ — 8 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; $ 757¢ 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¢ $ 1,45 $ 28,34

Differences between recorded investment amountsiapdid principal balance amounts less relatedvalhee are due to partial charge-offs
which have occurred over the life of loans and ¥alue adjustments recorded for loans acquired.

Interest income on impaired or non-accrual loaastidasis) was $284 thousand, $185 thousand afddii¥dSsand in 2014, 2013, and 2012,
respectively. Interest income that would have lreenrded if non-accrual loans were on a curresistia accordance with their original
terms was $376 thousand, $1.2 million and $1.2onilin 2014, 2013 and 2012, respectively.

Impaired loans include non-accrual loans and l@aesunted for as troubled debt restructurings (T,D¥R)ch continue to accrue interest.
Non-performing loans include the balance of impai@ahks plus any loans over 90 days past due andgtilling interest. Loans past due
more than 90 days or more and still accruing istegenounted to $329 thousand and $437 thousandcaniber 31, 2014 and 2013,
respectively.
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The following table presents the recorded investrirenon-accrual loans as of December 31, 20142813.

(In thousands) 2014 2013

Commercial and industrii $ 381 $ 84¢€
Construction and development, excluding undeveldaed 51€ 26
Undeveloped lan 1,00¢ 7,34(
Real estate mortgag 3,30z 7,04¢
Consume — —
Total $ 519¢ $ 15,25¢

On December 31, 2014 and 2013, Bancorp had $6lbmind $7.2 million of accruing loans classifiesl TDR, respectively.

Bancorp did not modify and classify any additiolmans as TDR during the year ended December 34. 20t following table presents the
recorded investment in loans modified and clas$ifis TDR during the year ended December 31, 2013.

(dollars in thousands) Number of Recorded
December 31, 201 contracts investment
Commercial & industria 1% 79€
Real estate mortgag 1 85
Total 2 $ 881

Bancorp did not have any loans accounted for as f@aRwere restructured and experienced a paynefatld within the previous year as of
December 31, 2014. The following table presentsédkerded investment in loans accounted for as TiaRwere restructured and
experienced a payment default during the year gndecember 31, 2013.

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

Loans accounted for as TDR include modificatiomsrfroriginal terms such as those due to bankruptoygedings, certain modifications of
amortization periods or extended suspension otjpéh payments due to customer financial diffie@gtiLoans accounted for as TDR, which
have not defaulted, are individually evaluatedinmpairment and, at December 31, 2014, had a ttalance allocation of $703 thousand,
compared to $942 thousand at December 31, 2013.

At December 31, 2014 and 2013, Bancorp had outstgrobmmitments to lend additional funds totalirtp8 thousand and $262 thousand,
respectively, to borrowers whose loans have bedtifrad as TDR.
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The following table presents the aging of the rdedrinvestment in loans as of December 31, 20126a48.

Greater

than Recorded
90 days investment
past due > 90 days
3C-59 days 6C-89 days (includes Total Total and
(in thousands) past due past due non-accrual) past due Current loans accruing
December 31, 2014
Commercial and
industrial $ 3,86( $ 3 % 382 $ 4,24 3 573,66¢ $ 577,91. $ 1
Construction and
development,
excluding
undeveloped lan 69 — 757 82¢€ 94,90° 95,73: 241
Undeveloped lan — — 1,00(¢ 1,00(¢ 21,26¢ 22,26¢ —
Real estate mortgag 4,53¢ 1,532 3,38¢ 9,457 1,124,49 1,133,95 87
Consume 43 18 — 61 38,62« 38,68 —
Total $ 8,50¢ $ 155: $ 552¢ $ 1558¢ $ 185296 $ 1,868,551 $  32¢
December 31, 201.
Commercial and
industrial $ 80¢ $ 201 $ 1,26¢ $ 2271 $ 508,46: $ 510,73¢ $ 421
Construction and
development,
excluding
undeveloped lan 42¢ — 26 45E 99,26¢ 99,71¢ —
Undeveloped lan — — 7,34( 7,34( 22,53 29,87 —
Real estate mortgag 4,52¢ 1,18( 7,062 12,77 1,034,05. 1,046,82. 16
Consume 11C — — 11C 34,08¢ 34,19¢ —
Total $ 587¢ $ 1,381 $ 15,69¢ $ 2295 $ 169839 $ 1,721,351 $ 437

Consistent with regulatory guidance, Bancorp caiegs loans into credit risk categories based @vaamt information about the ability of
borrowers to service their debt such as: curieantial information, historical payment experienoedit documentation, public information
and current economic trends. Pass-rated loansdedlall risk-rated loans other than those classiis special mention, substandard, and
doubtful, which are defined below:

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

e Substandard: Loans classified as substandarcadedguately protected by the current net worthgayihg capacity of the obligor
or of collateral pledged, if any. Loans so cldssithave a well-defined weakness or weaknessegetiigdrdize repayment of the
debt. They are characterized by the distinct pdggithat Bancorp will sustain some loss if thefidiencies are not corrected.

»  Substandard non-performing: Loans classified astamdard non-performing have all the charactesigif substandard loans and
have been placed on non-accrual status or havedoeennted for as troubled debt restructurings.

» Doubtful: Loans classified as doubtful have adl theaknesses inherent in those classified as swlasth with the added
characteristic that the weaknesses make colleotiwapayment in full, on the basis of currentlystixig facts, conditions and values,
highly questionable and improbable.
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As of December 31, 2014 and 2013, the internakbygaed risk grades of loans by category were evist

Construction

and
development,
excluding
Commercial undeveloped Undeveloped Real estate

(in thousands) and industrial land land mortgage Consumer Total
December 31, 201.
Grade

Pass $ 553,73¢ $ 88,38¢ $ 20,57¢ $ 1,11411 % 38,53 $ 1,815,35!

Special mentiol 6,21°F 4,86 53C 13,11: 7€ 24,80(

Substandar: 11,710 1,72( 16C 2,91¢ — 16,51t

Substandard n«-performing 6,24( 757 1,00¢ 3,801 7€ 11,88(

Doubtful — — — — — —
Total $ 577,91, $ 95,73 § 22,266 $ 113395 $ 38,68 $ 1,868,55
December 31, 201:
Grade

Pass $ 486,14( $ 87,89¢ $ 22,36¢ $ 1,014,211 $ 34,02¢ $ 1,644,64

Special mentiol 12,98 7,091 — 17,91¢ 86 38,07¢

Substandar 3,61¢ 4,70¢ 16t 7,19 — 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
(6) Premises and Equipment
A summary of premises and equipment follows:

December 31
(In thousands) 2014 2013
Land $ 6,73 $ 6,80:
Buildings and improvemen 43,81¢ 43,25¢
Furniture and equipme 18,42¢ 17,14¢
Construction in progres 30< 231
69,28 67,44

Accumulated depreciation and amortizat (30,199 (27,629
Total premises and equipme $ 39,08t $ 39,81¢

Depreciation expense related to premises and eguipwas $2.9 million in 2014, $3.0 million in 20&48d $3.1 million in 2012.
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(7) Other Assets

A summary of major components of other assets &eoémber 31, 2014 and 2013 follows:

(in thousands) 2014 2013

Net deferred tax ass $ 12377 $ 14,55
Cash surrender value of life insurance other th@h.IE 12,01¢ 10,94¢
Other real estate owned and other foreclosed po 5,971 5,592
Investments in tax credit related ventu 5,09( 5,50¢€
Other short term receivabl 2,14¢ 1,62¢
Core deposit intangibl 1,82( 2,151
Mortgage servicing rights (MSR 1,131 1,83z
Goodwill 682 682
Investment in bank in expansion mar 52C 52C
Other 5,907 8,41¢
Total $ 47.67: $ 51,82

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

compensation plans.

Mortgage servicing rights (MSRs) are initially rgoized at fair value when mortgage loans are saffdeanortized in proportion to and over
the period of estimated net servicing income, agréing appropriate prepayment assumptions. MS&s\aluated quarterly for impairment
by comparing carrying value to fair value. Estintbf&ir values of MSRs at December 31, 2014 and 2@4/@ $3.4 million and $4.0 million,

respectively. Total outstanding principal balancEkans serviced for others were $421.1 milliod $435.3 million at December 31, 2014,

and 2013 respectively.

Changes in the net carrying amount of MSRs forytlers ended December 31, 2014 and 2013 are shawe following table.

(in thousands) 2014 2013

Balance at January $ 1,832 $ 2,08¢
Originations 25¢ 77€
Amortization (959 (1,032
Balance at December : $ 1,131 $ 1,832
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(8) Income Taxes

Components of income tax expense (benefit) fromratfmns for the years ended December 31, 2014,,201B2012 were as follows:

Year ended December 31
(In thousands) 2014 2013 2012

Current tax expens

Federal $ 14,95¢ $ 10,32 $ 11,89t

State 641 33€ 672
Total current tax expen: 15,59¢ 10,65¢ 12,567
Deferred tax (benefit) expen

Federal (385) 45(C (2,800

State 26 12(C (133)
Total deferred tax benef (359 57C (2,937
Change in valuation allowan 41 — —
Total income tax expen $ 15,28: $ 11,22¢ $ 9,63¢

Components of income tax (benefit) expense recoditedtly to stockholders’ equity for the years edd>ecember 31, 2014, 2013, and 2012
were as follows:

(In thousands) 2014 2013 2012
Unrealized gain (loss) on securities availablestile $ 2,38: % (4,239 $ (24)
Reclassification adjustment for securities losgadized in incomi 3 2 —
Unrealized gain on derivativi — 8 —
Compensation expense for tax purposes in excemnofints recognized

for financial reporting purpost¢ (37¢) (265) (83)
Minimum pension liability adjustmel (69) 111 2

Total income tax (benefit) expense recorded diydctistockholders’
equity $ 193¢ $ (4,37¢) $ (10%)
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An analysis of the difference between the statutony effective tax rates from operations for thergeended December 31, 2014, 2013, and
2012 were as follows:

Year ended December 31

2014 2013 2012
U.S. federal income tax ra 35.(% 35.(% 35.(%
Tax exempt interest incon (1.5 (2.7 (3.9
Tax credits (3.2 (2.5) (2.2
Cash surrender value of life insurar (1.9 (2.0 (1.9
State income taxe 0.¢ 0.8 1.C
Nontaxable gain on acquisitic — (0.9 —
Nondeductible acquisition cos — 0.2 —
Other, ne 0.€ 0.2 (0.9
30.5% 29.2% 27.2%

The increase in the effective tax rate from 20130d4 arose from proportionally lower nontaxableoime from the increase in cash value of
life insurance and municipal securities. This wartiplly offset by the effect of reclassifying artipation of tax credit investments to other
non-interest expense in 2014. The increase infthetee tax rate from 2012 to 2013 is primarilyethesult of higher tax-exempt interest in
2012 due to a $740 thousand prepayment penaltivesten a tax-exempt loan.

The reduction of tax expense attributable to t@&dits arises from inclusion of tax credits andséme cases, the amortization of related
investments in income tax expense. Prior to 2@ll4ax credit investment amortization was includeithcome tax expense using the

effective yield method. In 2014, Bancorp begamgshe flow through method of amortization for istraents not qualifying as affordable
housing projects.
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The effects of temporary differences that gavetossignificant portions of deferred tax assets @efirred tax liabilities for the years ended
December 31, 2014 and 2013 were as follows:

December 31

(In thousands) 2014 2013

Allowance for loan los $ 8,92¢ $ 10,23¢
Deferred compensatic 5,44: 4,77¢
Accrued expense 1,85¢ 1,60¢
Investments in partnershi 1,031 82¢€
Write-downs and costs associated with other real estated 491 74¢
Loans 67¢ 564
Otherthar-temporary impairmer 31C 311
Other asset 21¢ 29¢
Total deferred tax asse 18,95¢ 19,36
Securities 2,59¢ 354
Property and equipme 1,25(C 1,377
Loan costs 75€ 70z
Prepayment penalty on modification of FHLB advar 76 15€
Mortgage servicing right 35€ 60¢
Leases 422 42¢€
Core deposit intangibl 652 772
Other liabilities 43C 41€
Total deferred tax liabilitie 6,53¢ 4,81:
Valuation allowanct 41 —
Net deferred tax ass $ 12377 $ 14,55¢

As a result of the acquisition of Oldham, Bancoag h federal net operating loss carryforward of thé2sand as of January 1, 2014. Ban
expects to fully utilize this loss upon filing t2014 federal tax return.

A valuation allowance is recognized for a defeti@edasset if, based on the weight of available@vig, it is more-likely-than-not that some
portion of the entire deferred tax asset will netrbalized. The ultimate realization of deferreddasets is dependent upon the generation of
future taxable income during the periods in whithse temporary differences become deductible. Mamagt considers the scheduled
reversal of deferred tax liabilities, projecteduiie taxable income and tax planning strategiesaking this assessment. Based upon the level
of historical taxable income and projection foie taxable income over the periods which the teargdifferences resulting in the
remaining deferred tax assets are deductible, nesneaugt believes it is more-likely-than-not that Bamcwill realize the benefits of these
deductible differences, net of the valuation allows, at December 31, 2014.

Realization of deferred tax assets associatedtivitiinvestment in tax credit partnerships is depahdpon generating sufficient taxable
capital gain income prior to their expiration. Alwation allowance to reflect management’s estinafthe temporary deductible differences
that may expire prior to their utilization has beenorded as of December 31, 2014. No valuati@walhce for deferred tax assets was
recorded as of December 31, 2013 because Bancerguficient prior taxable income, future projectadable income, and tax planning
strategies to allow for utilization of the deduéibemporary differences, net operating lossescapital losses within the carryback and
carryforward periods.

US GAAP provides guidance on the financial stateamecognition and measurement of tax positionsrtake expected to be taken, in tax
returns. As of December 31, 2014 and 2013, thesgamount of unrecognized tax benefits was $40stmai If recognized, all of the tax
benefits would increase net income, resulting deerease in the effective tax rate. The amounhofcognized tax benefits may increase or
decrease in future periods for various reasonsidiieg) adding amounts for current tax year positiexpiration of open income tax returns
due to statutes of
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limitation, changes in management’s judgment atmeifevel of uncertainty, status of examinatiotigdition and legislative activity and the
addition or elimination of uncertain tax positions.

During the second quarter of 2014, the IRS comgléie examination of Bancorp’s 2011 corporate inedax return. There were no
significant adjustments to taxable income. Fede@me tax returns are subject to examinationtferytears after 2011 and state income tax
returns are subject to examination for the yeaesy 2010.

Bancorp’s policy is to report interest and penaltieany, related to unrecognized tax benefitmgome tax expense. As of December 31,
2014 and 2013, the amount accrued for the potgudiient of interest and penalties was $2 thousand.

A reconciliation of the amount of unrecognized lexefits for the years ended December 31, 20142ah8 follows:

(In thousands) 2014 2013

Balance as of January $ 40 $ 70
Increase:- current year tax positiot 11 11
Lapse of statute of limitatior (11) (472)
Balance as of December $ 40 $ 40

(9) Deposits
The composition of interest bearing deposits folow

December 31

(In thousands) 2014 2013

Interest bearing demai $ 502,80 $ 462,29:
Savings 111,62 101,55:
Money marke 673,92 643,78
Time deposits greater than $250,( 41,13% 40,60:
Other time deposits 270,19: 309,35
Total interest bearing deposits $ 1,599,681 $ 1,557,58

Interest expense related to certificates of deogitother time deposits in denominations of $2sisand or more was $437 thousand, $657
thousand, and $945 thousand, respectively, foy¢laes ended December 31, 2014, 2013 and 2012.

At December 31, 2014, the scheduled maturitiegvd tleposits were as follows:

(In thousands)

2014 $ 211,34:
2015 67,47
2016 17,80¢
2017 7,811
2018 and thereaftt 6,90(

$ 31133

Deposits of directors and their associates, inagidieposits of companies for which directors amecial owners, and executive officers w
$19.8 million and $19.1 million at December 31, 2&hd 2013, respectively.
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At December 31, 2014 and 2013, Bancorp had $654sthmal and $986 thousand, respectively, of depasitsunts in overdraft status and i
have been reclassified to loans on the accompamyingolidated balance sheets.

(10) Securities Sold Under Agreements to Repurchas@éd Other Short-Term Borrowings

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

summarized as follows:

December 31
(Dollars in thousands) 2014 2013
Average balance during the ye $ 61,74¢ $ 60,73’
Average interest rate during the y 0.22% 0.24%
$ 69,55¢ $ 68,38:

Maximum montl-end balance during the ye

(11) Advances from the Federal Home Loan Bank

Bancorp had outstanding borrowings of $36.8 miliaiDecember 31, 2014, via ten separate fixeda@dtances. For two advances totaling
$30 million, both of which are non-callable, intsrpayments are due monthly, with principal dumaturity. For the remaining advances
totaling $6.8 million, principal and interest paymteare due monthly based on an amortization sé&edu

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

(In thousands) December 31, 201. December 31, 201.

Year Advance Fixed Rate Advance Fixed Rate
2014 $ = — $ 10,00( 0.21%
2015 30,00( 2.3(% 20,00( 3.34%
2020 1,88¢ 2.25% 1,931 2.25%
2021 497 2.12% 564 2.12%
2024 3,06¢ 2.3€% 40¢ 2.4(%
2028 1,38¢ 1.47% 1,42¢ 1.4€%
Total $ 36,83: 221% $ 34,32¢ 2.2%

Advances from the FHLB are collateralized by cermammercial and residential real estate mortgaged under a blanket mortgage
collateral agreement and FHLB stock. Bancorp vidvesborrowings as an effective alternative to higteest time deposits to fund loan
growth. At December 31, 2014, the amount of ab&laredit from the FHLB totaled $404.8 million.

(12) Subordinated Debentures

In 2008, Bancorp formed S.Y. Bancorp Capital Ttugtthe Trust”), a Delaware statutory trust andd¥09-owned finance subsidiary. S.Y.
Bancorp Capital Trust Il issued $30.0 million oP4Gixed rate cumulative trust preferred securidiad invested the proceeds, along with
$900,000 received from the purchase of its comnuuiite securities, in $30.9 million of a fixed ratebordinated debenture of Bancorp. The
principal asset of S.Y. Bancorp Capital Trust llsvea$30.9 million subordinated debenture of Bancohg interest rate on both the trust
preferred securities and the subordinated debentuas fixed at 10.00%. The trust preferred saestithe assets of the Trust, and the
common securities issued by the Trust were redelenralvhole or in part on or after December 31,20dr at any time in whole, but not in
part, from the date of issuance upon the occurrehcertain events.
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On December 31, 2013, Bancorp redeemed all of thesdrities at par value. Remaining unamortizedance costs of $1.3 million were
recognized as non-interest expense in the fourdntguof 2013. The Trust has subsequently beeoldisd.

(13) Preferred Stock

Bancorp has a class of preferred stock (no paryal000,000 shares authorized); the relative sigireferences and other terms of the class
or any series within the class will be determingdhe Board of Directors prior to any issuance.ndlof this stock has been issued to date.

(14) Net Income per Share and Common Stock Dividersd

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

(In thousands, except per share data 2014 2013 2012

Net income, basic and dilutt $ 34,82 $ 27,17C $ 25,80
Average shares outstanding, be 14,55¢ 14,22: 13,87¢
Effect of dilutive securities 203 13C 57
Average shares outstanding including dilutive sitiesr 14,76: 14,35: 13,93:
Net income per share, ba: $ 2.3 % 191 $ 1.8¢€
Net income per share, dilut $ 236 $ 1.8¢ $ 1.8¢

(15) Employee Benefit Plans

Bancorp has a combined employee stock ownershipanii sharing plan (‘KSOP”). The plan is a defiheontribution plan and is available
to all employees meeting certain eligibility regunrents. In general, for employees who work mora tha00 hours per year, Bancorp
matches employee contributions up to 6% of the eyg@’s salary, and contributes an additional amotiBancorp stock equal to 2% of the
employee’s salary. Employer matching expensesetka contributions to the plan for 2014, 2013] 2612 were $1.7 million, $1.7 million,
and $1.5 million, respectively, and are recordeithiwisalaries and employee benefits. Employee argl@yer contributions are made in
accordance with the terms of the plan. As of Decam3i, 2014 and 2013, the KSOP held 489,005 an(®88/respectively, shares of
Bancorp stock.

In addition Bancorp has non-qualified plans intaakidirectors and certain senior officers may defezctor fees or salary/incentives.
Bancorp matched certain executives’ deferrals tilosenior officers’ plan amounting to approximat&228 thousand, $205 thousand, and
$146 thousand in 2014, 2013 and 2012 respectivdlyDecember 31, 2014 and 2013, the amounts indlirdether liabilities in the
consolidated financial statements for this planenft.7 million and $4.0 million, were comprisednparily of participants’ contributions, and
represented the fair value of mutual fund investisieirected by participants.

Bancorp sponsors an unfunded non-qualified defbeetefit retirement plan for three key officers (taworent and one retired), and has no
plans to increase the number of or the benefifmtticipants. Benefits vest based on 25 yearsmwice. The former officer and one current
officer are fully vested, and one current officaell e fully vested in 2017. Bancorp uses a Decen8i measurement date for this plan. At
December 31, 2014 and 2013, the accumulated berudifilation for the plan included in other liaki#i$ in the consolidated financial
statements was $2.2 million and $1.9 million, resipely. Discount rates of 3.85% and 4.72% weredug 2014 and 2013, respectively, in
determining the actuarial present value of thequtajd benefit obligation. The actuarially detemimpension costs are expensed and accruec
over the service period, and benefits are paid fBancorp’s assets. Bancorp maintains life insueguticies, for which it is the ultimate
beneficiary, on certain current and former exe@sivi he income from these policies helps
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offset the cost of benefits. The liability for Bamp’s plan met the benefit obligation as of Decentil, 2014 and 2013.

Information about the components of the net pecib@inefit cost of the defined benefit plan, recdrifesalaries and employee benefits, is as
follows:

Year ended December 31
(in thousands) 2014 2013 2012

Components of net periodic benefit cost
Service cos $ — 3 — 3 —
Interest cos a0 83 86
Expected return on plan ass — — —
Amortization of prior service co: — — —
Amortization of net losses 36 60 56

Net periodic benefit cost $ 12€ $ 143§ 142

The benefits expected to be paid in each year #0ib to 2019 and beyond are listed in the tablevibel

(In thousands) Benefits

2015 $ 84
2016 84
2017 84
2018 84
2019 84
Beyond 2019 3,36¢
Total future payments $ 3,782

The expected benefits to be paid are based orathe assumptions used to measure Bansdugnefit obligation at December 31, 2014. T
are no obligations for other post-retirement anstymployment benefits.

(16) Stock-Based Compensation

The fair value of all awards granted, net of esteddorfeitures, is recognized as compensationesgever the respective service period.
Bancorp currently has one stock-based compensaléon Initially, in the 2005 Stock Incentive Pldinere were 735,000 shares of common
stock reserved for issuance of stock based awand2010, shareholders approved an additional T@0shares of common stock for issuance

under the plan. As of December 31, 2014, therewb#,566 shares available for future awards.

Options and stock appreciation rights (SARs) grugenerally have a vesting schedule of 20% per. y@gtions and SARs expire ten years
after the grant date unless forfeited due to emmkayt termination. No stock options have been ghrince 2007.

Restricted shares granted to officers generally @esr five years. All restricted shares have bgmmted at a price equal to the market value
of common stock at the time of grant. Because gemare entitled to dividend payments during thifopaance period, the fair value of the
restricted shares is equal to the market valubethares on the date of grant.

Grants of performance stock units (“PSUs") veseblagpon service and a single three-year performpecded which begins January 1 of the
first year of the performance period. Becausetgemare not entitled to dividend payments
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during the performance period, the fair value estPSUs is estimated based upon the fair valtheafmderlying shares on the date of grant,
adjusted for non-payment of dividends.

Grants of restricted stock units (“RSUs”) to dimstare time-based and vest 12 months after gedat BBecause grantees are entitled to
deferred dividend payments at the end of the vggt@riod, the fair value of the RSUs are estimageskd on the fair value of the underlying
shares on the date of grant.

Bancorp has recognized stock-based compensati@nsg&pwithin salaries and employee benefits forleyaes, and within other ndnterest
expense for directors, in the consolidated statésnafrincome as follows:

(in thousands) 2014 2013 2012

Stock-based compensation expense before income $ 2,01¢ $ 1,94C $ 1,481
Less: deferred tax bene (706€) (679 (51§
Reduction of net incom $ 131C $ 1,261 $ 962

As of December 31, 2014 Bancorp has $3.3 millionrokcognized stock-based compensation expenseithbe recorded as compensation
expense over the next five years as awards vemcdp received cash of $2.5 million, $2.4 milleomd $937 thousand from the exercise of
options during 2014, 2013 and 2012, respectively.

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

Assumptions 2014 2013 2012
Dividend yield 2.9%% 2.8(% 2.52%
Expected volatility 23.66% 22.5% 22.0%
Risk free interest rai 2.22% 1.26% 1.44%
Expected life of SAR 7.0 year 6.6 year 7.6 year

Dividend yield and expected volatility are basedhtorical information for Bancorp correspondinghe expected life of options and SARs
granted. Expected volatility is the volatility tife underlying shares for the expected term on@tinhpbasis. The risk free interest rate is the
implied yield currently available on U.S. Treasigyues with a remaining term equal to the expédlfeedf the options. The expected life of
SARs is based on actual experience of past like-®ARs and options. Bancorp evaluates historixataise and post-vesting termination
behavior when determining the expected life.
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A summary of stock option and SARs activity anciedl information for the year ended December 314 26llows.

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¢ $ 20.28-26.8: $ 238! % 4,68t $ 5.4: 3.4
Unvestec 21€ 21.0:-24.8\ 22.7( 2,017 4.3€ 7.7
Total outstanding 797 20.25-26.8: 23.5Z 6,69¢ 5.14 4.€
Activity during 2014
Granted 62 29.05-29.1¢ 29.0¢ 267 5.37
Exercisec (13%) 20.25-26.8: 23.0¢ 1,08: 5.27
Forfeited (6) 21.0:-23.7¢ 22.7¢ 66 4.4:
At December 31, 201
Vested and exercisak 524 24.02-26.8: 23.8¢ 4,981 5.3t 3.t
Unvestec 194 21.0%-29.1¢ 24.8: 1,65( 4.57 7.7
Total outstandin 71€ 21.0%-29.1¢ 2411 $ 6,63 5.14 4.€

Vested yeE_to_date 80 $ 21.0-24.8% $ 22 .4¢ $ 872 $ 4.6%

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

The aggregate intrinsic value of stock options 8AdRs exercised in 2014, 2013 and 2012 was $1.Ilomil$1.1 million and $305 thousand,
respectively. The aggregate intrinsic value olstoptions and SARs exercised was calculated adifteeence in the closing price of
Bancorp’s common shares on the date of exerciséhanelxercise price, multiplied by the number afrels exercised.

The weighted average Black-Scholes fair valuesfR$Sgranted in 2014, 2013 and 2012 were $5.37 15306 $3.93, respectively.

Options and SARs outstanding, stated in thousatd3ecember 31, 2014 were as follows:

Number of Weighted average

options and Options and exercise price of

SARs SARs options and SARs

Expiration outstanding exercisable outstanding

2016 117 117 % 24.07
2017 117 117 26.81
2018 70 70 23.3i
2019 72 72 22.1¢
2020 75 61 21.0¢
2021 59 35 23.7¢
2022 92 37 22.8i
2023 54 15 22.8¢
2024 62 — 29.0¢
71€ 524 $ 24.11
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For the three year period ending December 31, 2BaAcorp granted shares of restricted common steautlined in the following table:

Grant date
weightec-
Number average cos

Unvested at December 31, 201 95,000 $ 22.4¢
Shares awarde 57,15¢ 22.71
Restrictions lapsed and shares released to emlayesetors (30,787 22.6¢
Shares forfeite: (7,477 22.5¢
Unvested at December 31, 2012 113,91 $ 22.5¢
Shares awarde 55,27! 22.9¢
Restrictions lapsed and shares released to emslaiyeztors (39,909 22.2¢
Shares forfeite: (4,720) 23.4f
Unvested at December 31, 201 124,55t $ 22.71
Shares awarde 39,73( 29.1:
Restrictions lapsed and shares released to emslayeztors (44,72¢) 22.6¢
Shares forfeite: (5,469 23.71
Unvested at December 31, 201 114,09 $ 24.9¢

Bancorp awarded PSUs to executive officers of Bgnahe single three-year performance period foictvibbegan January 1 of the award
year. The following table outlines the PSU gra

Fair
Vesting value at Expected
Grant period grant shares to
year in years date be awarded
2012 3 3 20.57 28,07¢
2013 3 20.3¢ 36,79:
2014 3 26.4: 25,01

In the first quarter of 2014, Bancorp awarded 3,B8Ws to directors of Bancorp with a grant datevalue of $120 thousand.
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Bancorp has no equity compensation plans which hatbeen approved by security holders. The faligwable provides detail of the
number of shares to be issued upon exercise dfandlisg stock-based awards and remaining shardéalaleafor future issuance under all the
Bancorp’s equity compensation plans as of Decerdbgp014.

Shares
Number of shares Weighted available for
to be issued upon average future
Plan category (shares in thousands exercise exercise price issuance (a)
Equity compensation plans approved by securitydrst
Stock options 234 % 25.4¢ 45¢&
Stock appreciation rights (SAR (b) (b) (@)
Restricted common stot 114 N/A (a)
Performance stock uni () N/A (@
Restricted stock unit 4 N/A (a)
Total share! 352 45t

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

(b) At December 31, 2014, approximately 484,00(RSAvere outstanding at a weighted average grare pfi$23.46. The number of shares
to be issued upon exercise will be determined basdtie difference between the grant price andrtheket price at the date of exercise.

(c) The number of shares to be issued is depenagma Bancorp achieving certain predefined perfoiceaargets and ranges from zero
shares to approximately 108,000 shares.

(17) Dividend Restriction

Bancorp’s principal source of cash revenues igdéivils paid to it as the sole shareholder of thé&kBawn any balance sheet date, the Bank’s
regulatory dividend restriction represents the Banlkt income of the prior two years less any divids paid for the same two years. At
December 31, 2014, the Bank may pay an amount ¢g$34.3 million in dividends to Bancorp withoegulatory approval subject to the
ongoing capital requirements of the Bank.

(18) Commitments and Contingent Liabilities

As of December 31, 2014, Bancorp had various comaiits outstanding that arose in the normal courbasiness, including standby letters
of credit and commitments to extend credit, whicdh @roperly not reflected in the consolidated fitiahstatements. In managementpinion
commitments to extend credit of $463.0 million irdihg standby letters of credit of $11.0 milliopresent normal banking transactions, and
no significant losses are anticipated to resulinftbese commitments as of December 31, 2014. Camanis to extend credit were $464.2
million, including letters of credit of $15.2 mifin, as of December 31, 2013. Bancorp’s maximunoesue to credit loss in the event of
nonperformance by the other party to these comnnitsnis represented by the contractual amount sktiresstruments. Commitments to
extend credit are agreements to lend to a custamkemg as there is no violation of any conditistablished in the contract. Commitments
generally have fixed expiration dates or other teation clauses. Commitments to extend credit amin comprised of commercial lines of
credit, construction and home equity credit lirfgisice some of the commitments are expected to@xpthout being drawn upon, the total
commitment amounts do not necessarily representeash requirements. Bancorp uses the same aretltollateral policies in making
commitments and conditional guarantees as for ¢temba sheet instruments. Bancorp evaluates eatbneess creditworthiness on a case
case basis. The amount of collateral obtainedsedban management’s credit evaluation of the custo@ollateral held varies but may
include accounts receivable, inventory, equipmamd, real estate.

Standby letters of credit and financial guaranteetten are conditional commitments issued by Bapdo guarantee the performance of a
customer to a third party. Those guarantees anegpity issued to support private commercial tratisas. Standby letters of credit generally
have maturities of one to two years.
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Bancorp leases certain facilities under non-camtelaperating leases. Future minimum lease commitsrfer these leases are outlined in the
table below.

Year Total amount

2015 $ 1,457,00!
2016 1,464,00!
2017 1,419,00!
2018 1,002,00!
2019 798,00(
Thereaftel 1,644,00!
Total $ 7,784,00!

Rent expense, net of sublease income, was $1.ipmill 2014, $1.7 million in 2013, and $1.8 million2012.

To provide service to commercial accounts, Baneadp customers with letters of credits or otheaficial contracts with other financial
institutions. Accordingly, Bancorp has enterediagreements to guarantee performance of sevestmars’ contracts with other financial
institutions. Bancorp will make payments under ¢hagreements if a customer defaults on its obtigatto the other financial institutions. ~
terms of the agreements range from 1 to 19 mofithes. maximum potential future payment guaranteeBdaycorp at December 31, 2014 was
$4.0 million. If an event of default on all conttadiad occurred at December 31, 2014, Bancorp wuaié been required to make payments
of approximately $2.7 million. No payments haveradween required as a result of default on thes&acts. These agreements are normally
secured by collateral acceptable to Bancorp, wiiicits credit risk associated with the agreements.

Also, as of December 31, 2014, in the normal coafdmisiness, there were pending legal actiongsaockedings in which claims for
damages are asserted. Management, after discwegisiolegal counsel, believes the ultimate resulthefse legal actions and proceedings will
not have a material adverse effect on the condelidfinancial position or results of operationBaihcorp.

(19) Assets and Liabilities Measured and Reportedtdair Value

Bancorp follows the provisions of the authoritatgugdance for fair value measurements. This guidas definitional and disclosure orien
and addresses how companies should approach nrepfairivalue when required by US GAAP. The guidaalso prescribes various
disclosures about financial statement categoridsaamunts which are measured at fair value, if slistlosures are not already specified
elsewhere in US GAAP.

The authoritative guidance defines fair value asptice that would be received to sell an asspat to transfer a liability in an orderly
transaction between participants at the measuredad@t The guidance also establishes a hieraochsoup assets and liabilities carried at
fair value in three levels based upon the marketghich the assets and liabilities trade and thal#ity of assumptions used to determine
value.

These levels are:

e Levell Valuation is based upon quoted pricesdentical instruments traded in active markets.

e« Level 2 Valuation is based upon quoted pricesiimilar instruments in active markets, quotedgsifor identical or similar
instruments in markets that are not active, andahbdsed valuation techniques for which all sigrifit assumptions are observable
in the market.

* Level 3 Valuation is generated from model-basethiiques that use significant assumptions notreabke in the market. These
unobservable assumptions would reflect our owmegts of assumptions that market participants wosédin pricing the asset or
liability. Valuation techniques could include prigimodels, discounted cash flows and other sirtglenniques.
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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 currecvnomic and competitive environment and otheofacFor this reason, results cannot be
determined with precision and may not be realizedmw actual sale or immediate settlement of thetasdiability.

Bancorp’s investment securities available-for-gaid 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
non-recurring basis, generally in the applicatibiower of cost or market adjustments or write-devar specific assets.

The portfolio of investment securities available-$ale is comprised of U.S. Treasury and other goSernment obligations, debt securities
of U.S. government-sponsored corporations (inclgidinortgage-backed securities), obligations of statpolitical subdivisions and
corporate equity securities. U.S. Treasury anpaate equity securities, included in the 2014eahte priced using quoted prices of iden
securities in an active market. These measurenagatslassified as Level 1 in the hierarchy abokk . other securities are priced using
standard industry models or matrices with variasieptions such as yield curves, volatility, prepegt speeds, default rates, time value,
credit rating and market prices for similar instents. These assumptions are generally observatiie imarket place and can be derived 1
or supported by observable data. These measurearenttassified as Level 2 in the hierarchy above.

Interest rate swaps are valued using primarily L&vaputs. Fair value measurements generally basgabnchmark forward yield curves and
other relevant observable market data. For purpofspstential valuation adjustments to derivatiesigions, Bancorp evaluates the credit risk
of its counterparties as well as its own credk.rio date, Bancorp has not realized any lossesaa&ounterparty’s inability to perform and
the change in value of derivative assets and itaslattributable to credit risk was not signifitauring 2014.

Below are carrying values of assets measuredratdhie on a recurring basis.

Fair value at December 31, 201
(in thousands) Total Level 1 Level 2 Level 3

Assets

Investment securities availabl-for-sale

U.S. Treasury and other U.S. government obligat $ 70,000 $ 70,000 $ — 3 —
Government sponsored enterprise obligat 204,98t — 204,98t —
Mortgagebacked securitie- government agencie 174,27( — 174,27( —
Obligations of states and political subdivisic 62,83¢ — 62,834 —
Corporate equity securitie 96€ 96€ — —
Total investment securities available-for-sale 513,05t 70,96¢ 442,09( —
Interest rate swaps 42E — 42E —
Total assets $ 513,48. $ 70,96¢ $ 44251 $ —
Liabilities

Interest rate swaps $ 401 $ — $ 401 $ —
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Fair value at December 31, 201
(in thousands) Total Level 1 Level 2 Level 3

Assets

Investment securities availabl-for-sale

U.S. Treasury and other U.S. government obligat $ 110,00( $ 110,00( $ — 3 —
Government sponsored enterprise obligat 137,84! — 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: 110,00( 380,03: —
Interest rate swaps 29¢ — 29¢ —
Total assets $ 490,33( $ 110,000 $ 380,33( $ —
Liabilities

Interest rate swaps $ 27t $ — $ 27t $ —

Bancorp did not have any financial instrumentsgifaed within Level 3 of the valuation hierarchyr fassets and liabilities measured at fair
value on a recurring basis at December 31, 2020 b8.

MSRs are recorded at fair value upon capitalizatwa amortized to correspond with estimated siryimcome, and are periodically
assessed for impairment based on fair value aetharting date. Fair value is based on a valuatiodel that calculates the present value of
estimated net servicing income. The model incogsrassumptions that market participants wouldrusstimating future net servicing
income. These measurements are classified as Bevdl December 31, 2014 and 2013 there was natialuallowance for the mortgage
servicing rights, as the fair value exceeded ttt. cAccordingly, the MSRs are not included in eittable below for December 31, 2014 or
2013. See Note 7 for more information regardingRdS

For impaired loans in the table below, the failueais calculated as the carrying value of only $oaith a specific valuation allowance, less
the specific allowance. The fair value of impaiteans were primarily measured based on the vdltleeacollateral securing these loans.
Impaired loans are classified within Level 3 of fa& value hierarchy. Collateral may be real estatd/or business assets including
equipment, inventory, and/or accounts receivabsmddrp determines the value of the collateral baseiddependent appraisals performet
qualified licensed appraisers. These appraisalsutitze a single valuation approach or a comboratf approaches including comparable
sales and the income approach. Appraised valuatisteunted for costs to sell and may be discoufuger based on management’s
historical knowledge, changes in market conditivom the date of the most recent appraisal, andémagement’s expertise and knowledge
of the customer and the customer’s business. Sschuhts by management are subjective and aredaijyp&ignificant unobservable inputs
for determining fair value. As of December 31, 20tbfal impaired loans with a valuation allowancer&v$7.8 million, and the specific
allowance totaled $1.4 million, resulting in a faalue of $6.4 million, compared to total impaitedns with a valuation allowance of $10.6
million, and the specific allowance allocation totg $1.5 million, resulting in a fair value of 89million at December 31, 2013. The losses
represent the change in the specific allowancethoperiod indicated.

Other real estate owned (“OREQ”), which is car@edhe lower of cost or fair value, is periodicallysessed for impairment based on fair
value at the reporting date. Fair value is basedppraisals performed by external parties whighjudgments and assumptions that are
property-specific and sensitive to changes in trexal economic environment. The appraisals aneetimes further discounted based on
management’s historical knowledge, and/or changesarket conditions from the date of the most reaeppraisal, and/or management’s
expertise and knowledge of the customer and th@ees’s business. Many of these inputs are notrghbée and, accordingly, these
measurements are classified as Level 3. For OREReitable below, the fair value is the carryiadue of only parcels of OREO which have
a carrying value equal to appraised value. Theelbsspresent writdewns which occurred during the period indicatéd December 31, 20:
and 2013, the carrying value of all other realtestavned was $6.0 million and $5.6 million, respesty.
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Below are carrying values of assets measuredratdhie on a non-recurring basis.

Fair value at December 31, 201

(in thousands) Total Level 1 Level 2 Level 3 Total losses
Impaired loan $ 6,44¢ $ — $ — 3 6,44¢ $ (405)
Other real estate own 5,032 — — 5,032 (42)
Total $ 11,48. $ — $ — $ 11,48, $ (447)
Fair value at December 31, 201
(in thousands) Total Level 1 Level 2 Level 3 Total losses
Impaired loan $ 9,12¢ $ — $ — 3 9,12¢ $ (992)
Other real estate ownt 3,774 — — 3,774 (81€)
Total $ 12,90: $ — 3 — 3 12,90: $ (1,80¢)

In the case of the securities portfolio, Bancormitars the valuation technique utilized by pricagencies to ascertain when transfers
between levels have occurred. The nature of thnairéng assets and liabilities is such that transsfeand out of any level are expected to be
rare. For the twelve months ended December 34,28&re were no transfers between Levels 1, 3, oFor Level 3 assets measured at fair
value on a non-recurring basis as of December @®14,2he significant unobservable inputs used énfdlir value measurements are presented
below.

Significant Weighted
Carrying Valuation unobservable average of
(Dollars in thousands) amount technigue input input
Impaired loans collateral
dependen 1,94t Appraisal Appraisal discounts (% 7.1%
Impaired loans cash flow
dependen 4,50¢ Discounted cash flo Discount rate (% 5.2%
Other real estate ownt 5,032 Appraisal Appraisal discounts (% 14.L%
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(20) Disclosure of Financial Instruments Not Reposd at Fair Value
US GAAP requires disclosure of the fair value oBficial assets and liabilities, including thosefficial assets and financial liabilities that are

not measured and reported at fair value on a regub@asis or nonrecurring basis. The carrying amsestimated fair values, and placement
in the fair value hierarchy of Bancorp’s finandiatruments are as follows:

Carrying
(in thousands) amount Fair value Level 1 Level 2 Level 3
December 31, 201:
Financial assets
Cash and shc-term investment $ 74,24: % 74,24: % 74,24: % — 3 —
Mortgage loans held for sa 3,74 3,87¢ — 3,87¢ —
Federal Home Loan Bank stock and other secul 6,347 6,347 — 6,347 —
Loans, ne 1,843,63 1,863,56:! — — 1,863,56:!
Accrued interest receivab 5,98( 5,98( 5,98( — —
Financial liabilities
Deposits $ 212362 $ 2,12490. $ — $ 212490 $ —
Shor-term borrowings 116,94¢ 116,94¢ — 116,94¢ —
FHLB Advances 36,83: 37,71¢ — 37,71¢ —
Accrued interest payab 131 131 131 — —
December 31, 201:
Financial assets
Cash and shc-term investment $ 70,77C % 70,77C % 70,77C % — 3 —
Mortgage loans held for sa 1,75% 1,81 — 1,817 —
Federal Home Loan Bank stock and other secul 7,34 7,347 — 7,347 —
Loans, ne 1,692,82! 1,703,29 — — 1,703,29
Accrued interest receivab 5,712 5,712 5,712 — —
Financial liabilities
Deposits $ 198093 $ 1,983,020 $ — $ 1,983,002 $ —
Shor-term borrowings 117,91( 117,91( — 117,91( —
FHLB Advances 34,32¢ 35,16¢ — 35,16¢ —
Accrued interest payab 12¢ 12¢ 12¢ — —

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

Cash, short-term investments, accrued interest redeable/payable and short-term borrowings
For these short-term instruments, carrying amauatreasonable estimate of fair value.
Federal Home Loan Bank stock and other securities

For these securities without readily available reéiskalues, carrying amount is a reasonable estiofdter value as it equals the amount due
from FHLB or other issuer at upon redemption.
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Mortgage loans held for sale

Mortgage loans held for sale are initially recoréé¢dhe lower of cost or market value. The portfadi comprised of residential real estate
loans and fair value is determined by market qufitesimilar loans based on loan type, term, rsitee and the borrower’s credit score.

Loans, net

US GAAP prescribes the exit price concept for eating fair value of loans. Because there is nad@ive market (exit price) for trading
virtually all types of loans in Bancorp’s portfolifair value of loans is estimated by discountiagyife cash flows using current rates at which
similar loans would be made to borrowers with samdredit ratings and for the same remaining misr{e.g. entrance price).

Deposits

Fair value of demand deposits, savings accountsceartain money market deposits is the amount payabdemand at the reporting date.
Fair value of fixed-rate certificates of deposg®stimated by discounting future cash flows udiregrates 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 curreathat rate for instruments with similar
terms and remaining maturities.

Commitments to extend credit and standby letters ofredit

Fair values of commitments to extend credit argreged using fees currently charged to enter imtdlar agreements and the
creditworthiness of the customers. Fair valuegaridby letters of credit are based on fees cugrehthrged for similar agreements or
estimated cost to terminate them or otherwiseesetiligations with counterparties at the reportiatge. Fair value of commitments to extend
credit, letters of credit and lines of credit is poesented since management believes the faiealbe insignificant.

Limitations

Fair value estimates are made at a specific poititrie based on relevant market information andrinfition about financial instruments.
Because no market exists for a significant portibBancorp’s financial instruments, fair value psttes are based on judgments regarding
future expected losses, current economic conditidsis characteristics of various financial instemts, and other factors. These estimates are
subjective in nature and involve uncertainties anadters of significant judgment and therefore cameodetermined with precision.

Therefore, calculated fair value estimates in mastances cannot be substantiated by comparisiolépendent markets and, in many cases,
may not be realizable in a current sale of theimsént. Changes in assumptions could significaatffigct estimates.

(21) Derivative Financial Instruments

Occasionally, Bancorp enters into free-standingragt rate swaps for the benefits of its commentiatomers who desire to hedge their
exposure to changing interest rates. Bancorp tsffseinterest rate exposure on commercial custdrapsactions by entering into offsetting
swap agreements with approved reputable indepeicdenterparties with substantially matching termbese undesignated derivative
instruments are recognized on the consolidatechbalaheet at fair value. Because of matching tefroffsetting contracts and the collateral
provisions mitigating any non-performance risk, s in fair value subsequent to initial recognitime expected to have an insignificant
effect on earnings. Exchanges of cash flows relat¢kle undesignated interest rate swap agreerfer2914 were offsetting and therefore
had no net effect on Bancorp’s earnings or cashsflo

Interest rate swap agreements derive their valwra finderlying interest rates. These transactionsivie both credit and market risk. The
notional amounts are amounts on which calculatipagments, and the value of the derivative arechddetional amounts do not represent
direct credit exposures. Direct credit exposutamged to the net difference between the calcalamounts to be received and paid, if any.
Bancorp is exposed to credit-related losses iretleat of nonperformance by the counterpartiesasdlagreements. Bancorp mitigates the
credit risk of its financial contracts
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through credit approvals, limits and monitoringg@dures, and does not expect any counterpartfad their obligations.

At December 31, 2014 and 2013, Bancorp had outstgnohdesignated interest rate swap contractsliasvi

Receiving Paying
December 31 December 31 December 31 December 31
(dollar amounts in thousands) 2014 2013 2014 2013
Notional amoun $ 7217 $ 515¢ $ 7217 $ 5,15¢
Weighted average maturity (yea 6.8 6.4 6.8 6.4
Fair value $ (401) $ 275 $ 401 $ 275

In December 2013, Bancorp entered into an inteatstswap to hedge cash flows of a $10 millionimglfixed-rate three-month FHLB
borrowing. For the purposes of hedging, the rolfingd rate advances are considered to be a fipasite liability. The interest rate swap
involves exchange of Bancorp's floating rate inséayments for fixed rate swap payments on thenlyidg principal amount. This swap
was designated, and qualified, for cdlslw hedge accounting. The term of the swap begacehber 6, 2013 and ends December 6, 201¢
derivative instruments that are designated andfgued cash flow hedging instruments, the effecpeetion of gains or losses is reported as a
component of other comprehensive income, and isespently reclassified into earnings as an adjusthoenterest expense in periods in
which the hedged forecasted transaction affectsregs.

(dollars in thousands)

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

(22) Regulatory Matters

Bancorp and the Bank are subject to various camtplirements prescribed by banking regulationsaaiministered by state and federal
banking agencies. Under these requirements, Bammtatphe Bank must meet minimum amounts and pexgestof Tier | and total capital,
defined, to risk weighted assets and Tier | capit@lverage assets. Risk weighted assets are dederivy applying certain risk weightings
prescribed by the regulations to various categariessets and off-balance sheet commitments. &agitl risk weighted assets may be
further subject to qualitative judgments by reguigtas to components, risk weighting and othepfacFailure to meet the capital
requirements can result in certain mandatory, assiply discretionary, corrective actions presatibg the regulations or determined to be
necessary by the regulators, which could materaffigct the unaudited consolidated financial staetsr Bancorp and the Bank met all
capital requirements to which they were subjeafd3ecember 31, 2014.

As of December 2014 and 2013, the Bank’s primagylegtor categorized the Bank as well capitalizedeurthe regulatory framework for
prompt corrective action. There are no conditionsw@nts since those notifications that manageineli@ves have changed the Bankapita
categories.
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The following table sets forth consolidated Bant®gnd the Bank's risk based capital amounts atidsras of December 31, 2014 and 2013
follows:

Minimum for adequately Minimum for well
Actual capitalized capitalized

(Dollars in thousands) Amount Ratio Amount Ratio Amount Ratio
December 31, 2014
Total risk-based capital (1

Consolidatec $ 280,22¢ 13.8(% $ 161,74¢ 8.0(% NA NA

Bank 274,34! 13.5% 161,49¢ 8.0% $ 201,87. 10.0(%
Tier | risk-based capital (1

Consolidatec $  255,30¢ 12.62% $ 80,85¢ 4.00% NA NA

Bank 249,42! 12.3¢% 80,72( 4.0% $ 121,08( 6.0(%
Leverage (2

Consolidatec $ 255,30¢ 10.2¢% $ 74,65 3.00% NA NA

Bank 249 42! 10.04% 74,52¢ 3.00% $ 124,21t 5.0(%
December 31, 201
Total risk-based capital (1

Consolidatec $ 252,17: 13.5% $ 148,99: 8.0(% NA NA

Bank 239,57 12.9% 148,57! 8.0(% $ 185,71¢ 10.0(%
Tier | risk-based capital (1

Consolidatec $ 228,82 12.2% $ 74,47¢ 4.00% NA NA

Bank 219,29¢ 11.65% 75,29¢ 4.0% $ 112,94 6.0(%
Leverage (2

Consolidatec $ 228,82 9.7%% $ 70,40¢ 3.00% NA NA

Bank 219,29¢ 9.24% 71,20 3.0(% $ 118,66¢ 5.0(%

(1) Ratio is computed in relation to risk-weighteshets.
(2) Ratio is computed in relation to average assets
NA — Not applicable. Regulatory framework does ndindgewell capitalized for holding companies.
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(23) Stock Yards Bancorp, Inc. (parent company only
Condensed Balance Sheets

December 31

(In thousands) 2014 2013
Assets
Cash on deposit with subsidiary be $ 2,92¢ $ 7,45%
Investment in and receivable from subsidia 254,01: 216,91¢
Other asset 2,981 5,23¢
Total assets $ 259,91¢ $ 229,60:
Liabilities and stockholders’ equity
Other liabilities $ 23 % 15¢
Total stockholder equity 259,89! 229,44
Total liabilities and stockholders equity $ 259,91t $ 229,60:

Condensed Statements of Income

Years ended December 3.

(In thousands) 2014 2013 2012
Income- dividends and interest from subsidiar $ 3,30C $ 30,09C $ 10,09(
Income- interest income from securiti — 27 80
Other income 18: 174 637
Expense! 2,472 7,26( 5,13(
Income before income taxes and equity in undistethunet income of

subsidiary 1,011 23,03 5,671
Income tax benefi (1,019 (2,587 (1,674
Income before equity in undistributed net incomesufsidiary 2,02¢ 25,61 7,351
Equity in undistributed net income of subsidi 32,79: 1,55¢ 18,45(
Net income $ 34,82: $ 27,17 $ 25,80:
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Condensed Statements of Cash Flows

Years ended December 3

(in thousands) 2014 2013 2012
Operating activities
Net income $ 3482 $ 27,17 $ 25,80
Adjustments to reconcile net income to net caskigenl by operating activitie:
Equity in undistributed net income of subsidial (32,799 (1,556 (18,45()
Decrease (increase) in receivable from subsidii 2,51¢ (21,89¢) 50
Stock compensation exper 2,01¢ 1,94(C 1,481
Excess tax benefits from sh- based compensation arrangemt (37¢) (26%) (83
Depreciation, amortization and accretion, 45 1,39¢ —
(Increase) decrease in other as (279 4,45: 1,96:
Increase in other liabilitie 11% 54t 28
Net cash provided by operating activities 6,16 11,78 10,79(
Investing activities
Proceeds from maturities of securities availabtestde — 1,00(¢ —
Cash for acquisition, net of cash acqui — 8,96: —
Net cash provided by investing activitie! — 9,96: —
Financing activities
Repayments of subordinated debenti — (30,900 —
Proceeds from stock optio 2,47: 2,43¢ 961
Excess tax benefit from shi-based compensation arrangeme 37¢ 26E 83
Common stock repurchas (61€) (33]) (20%)
Cash dividends pai (12,929 (11,670 (10,69))
Net cash used in financing activities (10,689 (40,207 (9,857)
Net (decrease) increase in cas (4,527%) (18,45) 93¢
Cash at beginning of year 7,45: 25,90« 24,96¢
Cash at end of yeal $ 2,92¢ $ 7,457 $ 25,90

(24) Segments

Bancorps principal activities include commercial bankimglanvestment management and trust. Commercidlibauprovides a full range
loan and deposit products to individual consumatsiausinesses. Commercial banking also includes@a’s mortgage origination and
securities brokerage activity. Investment manageraed trust provides wealth management serviadgding investment management, trust

and estate administration, and retirement planicesy

Financial information for each business segmeicts that which is specifically identifiable otadated based on an internal allocation
method. Income taxes are allocated based on thetio# federal income tax rate adjusted for anyeteenpt activity. All tax exempt activity
and provision for loan losses have been allocat¢de commercial banking segment. The measureafi¢hé performance of the business

segments is based on the management structure of
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Bancorp and is not necessarily comparable withlammformation for any other financial institutiomformation presented is also not
necessarily indicative of the segments’ operatibtieey were independent entities.

Principally, all of the net assets of Stock YardsBorp, Inc. are involved in the commercial banlsegment. Bancorp has goodwill of
$682,000 related to the 1996 purchase of a baskuthern Indiana. This purchase facilitated Bapisagxpansion in southern Indiana.
Goodwill has been assigned to the commercial bané@gment.

Selected financial information by business segrfaitws:

Investment
Commercial management
(In thousands) banking and trust Total
Year ended December 31, 2014
Net interest incom $ 83,57( % 187 $ 83,75%
Credit for loan losse (400) — (400)
Investment management and trust serv — 18,21 18,21
All other nor-interest income 20,91: 30 20,94
Non-interest expens 62,52 10,68¢ 73,20¢
Income before income tax 42,36( 7,742 50,10:
Tax expens: 12,52 2,754 15,28:
Net income $ 29,83 $ 498¢ $ 34,82:
Year ended December 31, 2013
Net interest incom $ 7714 $ 154 % 77,29¢
Provision for loan losse 6,55( — 6,55(
Investment management and trust serv — 16,28° 16,28°
All other nor-interest income 22,65¢ 61 22,71t
Non-interest expens 61,89: 9,461 71,35
Income before income tax 31,357 7,041 38,39¢
Tax expens: 8,74( 2,48¢ 11,22¢
Net income $ 22617 $ 455 % 27,17(
Year ended December 31, 201
Net interest incom $ 73,80 $ 15C $ 73,95(
Provision for loan losse 11,50( — 11,50(
Investment management and trust serv — 14,27¢ 14,27¢
All other nor-interest incomt 24,11( 69 24,17¢
Non-interest expens 57,32¢ 8,14¢ 65,47.
Income before income tax 29,08’ 6,34¢ 35,43t
Tax expens: 7,412 2,22: 9,63¢
Net income $ 2167 $ 4,12¢ $ 25,80:

90




Table of Contents

(25) Quarterly Operating Results (unaudited)

Following is a summary of quarterly operating rés@naudited) for 2014, 2013 and 2012:

2014
(In thousands, except per share date 4th quarter 3rd quarter 2nd quarter 1st quarter
Interest incom $ 22,77¢ % 22,69: $ 22,01 % 21,60¢
Interest expens 1,267 1,32¢ 1,35¢ 1,37¢
Net interest incom 21,51 21,36: 20,65¢ 20,22¢
(Credit) provision for loan losse — (2,100 1,35(C 35(
Net interest income after provisi 21,51 23,46: 19,30¢ 19,87¢
Non-interest incomi 9,77: 9,85( 10,057 9,47¢
Nonr-interest expense 19,25¢ 18,70¢ 17,70 17,54+
Income before income tax 12,02¢ 14,60« 11,66 11,80¢
Income tax expens 3,307 4,71° 3,621 3,63
Net income $ 8,72: $ 9,88¢ $ 8,032 $ 8,171
Basic earnings per she $ 0.6C $ 0.6¢ $ 05t $ 0.5¢
Diluted earnings per sha 0.5¢ 0.67 0.5¢ 0.5¢
2013
(In thousands, except per share date 4th quarter 3rd quarter 2nd quarter 1st quarter
Interest incom $ 22,06¢ $ 22,267 % 21,29 % 20,83t
Interest expens 2,22¢ 2,25( 2,31¢ 2,372
Net interest incom 19,84: 20,01% 18,97¢ 18,46
Provision for loan losse 1,57 1,32¢ 1,32¢ 2,32¢
Net interest income after provisi 18,26¢ 18,69: 17,65( 16,13¢
Nonr-interest incom 9,811 9,652 10,31: 9,22¢
Nonr-interest expense 19,38( 17,57 18,82: 15,57¢
Income before income tax 8,69¢ 10,77: 9,13¢ 9,781
Income tax expens 2,38¢ 3,091 2,732 3,01¢
Net income $ 6,311 $ 7,68, $ 6,407 $ 6,76¢
Basic earnings per she $ 042 $ 05 $ 0.4t $ 0.4¢
Diluted earnings per sha 0.4: 0.5¢ 0.4% 0.4¢
2012
4th quarter 3rd quarter 2nd quarter 1st quarter
Interest incomt $ 22,03¢ $ 21,69: $ 21,36: % 21,81:
Interest expens 3,72¢ 2,89 3,06¢ 3,26z
Net interest incom 18,31( 18,79¢ 18,29¢ 18,55(
Provision for loan losse 2,47¢ 2,47¢ 2,47¢ 4,07¢
Net interest income after provisi 15,83t 16,32( 15,82( 14,47¢
Nonr-interest incom: 10,127 9,79t 9,29( 9,24t
Nonr-interest expense 17,18¢ 17,04¢ 16,50¢ 14,73¢
Income before income tax 8,77¢ 9,07( 8,602 8,98¢
Income tax expens 2,26¢ 2,38¢ 2,49¢ 2,48
Net income $ 6,514 $ 6,682 $ 6,10: $ 6,50z
Basic earnings per she $ 047 $ 0.4t $ 044 $ 0.4
0.47 0.4¢ 0.44 0.47

Diluted earnings per sha

Note: The sum of earnings per share of each ofitiagters in 2014, 2013 and 2012 may not add tgeh-to-date amount reported in

Bancorp’s consolidated financial statements duetading.
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Report of Independent Registered Public Accountindrirm

To the Board of Directors and Stockholders
Stock Yards Bancorp, Inc.:

We have audited the accompanying consolidated balsineets of Stock Yards Bancorp, Inc. and subigdiéhe Company) as of
December 31, 2014 and 2013, and the related cdasedl statements of income, comprehensive inconagages in stockholders’ equity, and
cash flows for each of the years in the three peaiod ended December 31, 2014. These consolifiagtial statements are the
responsibility of the Company’s management. Oupaesibility is to express an opinion on these cidated financial statements based on
our audits.

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

In our opinion, the consolidated financial statetegrferred to above present fairly, in all matenégpects, the financial position of Stock
Yards Bancorp, Inc. and subsidiaries as of Decer®bg2014 and 2013, and the results of their omraiand their cash flows for each of the
years in the three year period ended December@H#,2n conformity with U.S. generally accepted@aaotting principles

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), Stock Yards

Bancorp, Inc.’s internal control over financial ogfing as of December 31, 2014, based on critestidished innternal Control —

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

dated March 6, 2015 expressed an unqualified opiaiothe effectiveness of the Company’s internatmd over financial reporting.
(signed) KPMG LLP

Louisville, Kentucky
March 6, 2015
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Management's Report on Consolidated Financial Stateents

The accompanying consolidated financial statemamdisother financial data were prepared by the memagt of Stock Yards Bancorp, Inc.
(Bancorp), which has the responsibility for theegrity of the information presented. The consofiddinancial statements have been preg

in conformity with U.S. generally accepted accongtprinciples and, as such, include amounts tleathar best estimates and judgments of
management with consideration given to materiality.

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

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

KPMG LLP, the independent registered public acciognirm that audited the consolidated financialtstments of Bancorp included in this
Annual Report on Form 10-K, has issued a repoBamcorp’s internal control over financial reportiag of December 31, 2014. The report
expresses an unqualified opinion on the effectigerm# Bancorp’s internal control over financial ogjng as of December 31, 2014.

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

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

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

Item 9A. Controls and Procedures

Bancorp maintains disclosure controls and procedddesigned to ensure that it is able to collecirtfegmation it is required to disclose in 1
reports it files with the Securities and Exchangenthission (SEC), and to process, summarize antbdisthis information within the time
periods specified in the rules of the SEC. Bagetheir evaluation of Bancorp’s disclosure contiantsl procedures which took place as of
December 31, 2014, the Chief Executive and Chieékéial Officers believe that these controls artedures are effective to ensure that
Bancorp is able to collect, process and disclosértformation it is required to disclose in theasp it files with the SEC within the required
time periods.

Based on the evaluation of Bancorp’s disclosurdérotsiand procedures by the Chief Executive angfIinancial Officers, no changes
occurred during the fiscal quarter ended DecembeP@14 in Bancorp’s internal control over financgporting that has materially affected,
or is reasonably likely to materially affect, Banga internal control over financial reporting.
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Management’s Report on Internal Control Over Finandal Reporting

The management of Stock Yards Bancorp, Inc. andidiabies (Bancorp) is responsible for establisldnd maintaining adequate internal
control over financial reporting. Bancorp’s intatigontrol over financial reporting is a processigeed under the supervision of Bancorp’s
Chief Executive Officer and Chief Financial Officand effected by Bancopboard of directors, management and other per§don@ovide
reasonable assurance regarding the reliabilitynaicial reporting and the preparation of finansiatements for external purposes in
accordance with U.S. generally accepted accouptimgiples. This process includes those policies grocedures that:

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

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

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

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

Management has assessed the effectiveness ofeiteahcontrol over financial reporting as of Det®m31, 2014, based on the control
criteria established in a report entitledernal Control — Integrated Framework (1992%sued by the Committee of Sponsoring
Organizations (COSO) of the Treadway Commissioasell on such assessment, management has condlatiBacorp’s internal control
over financial reporting is effective as of DecemBg, 2014.

KPMG LLP, the independent registered public acciogntirm that audited the consolidated financialtstments of Bancorp included in this
Annual Report on Form 10-K, has issued a repoBamcorp’s internal control over financial reportiag of December 31, 2014. The report
expresses an unqualified opinion on the effectigerm# Bancorp’s internal control over financial ogjng as of December 31, 2014.

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

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

To the Board of Directors and Stockholders
Stock Yards Bancorp, Inc.:

We have audited Stock Yards Bancorp, Inc.’s (then@any’s) internal control over financial reportiag of December 31, 2014, based on
criteria established imternal Control — Integrated Framewo(k992) issued by the Committee of Sponsoring Omgdiuns of the Treadw:
Commission (COSO). The Company’s management ionsdple for maintaining effective internal contoser financial reporting and for its
assessment of the effectiveness of internal coantret financial reporting, included in the accomyag Management’s Report on Internal
Control Over Financial ReportingOur responsibility is to express an opinion o& @ompany’s internal control over financial repugti
based on our audit.

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

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

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

In our opinion, Stock Yards Bancorp, Inc. maintdinia all material respects, effective internal trohover financial reporting as of
December 31, 2014, based on criteria establishedemal Control — Integrated Framewo(k992) issued by the Committee of Sponsoring
Organizations of the Treadway Commission.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the consolidated

balance sheets of Stock Yards Bancorp, Inc. ansidiabies as of December 31, 2014 and 2013, ancethted consolidated statements of

income, comprehensive income, changes in stockisldguity, and cash flows for each of the yearthanthree-year period ended

December 31, 2014, and our report dated March B 2@pressed an unqualified opinion on those cateteld financial statements.
(signed) KPMG LLP

Louisville, Kentucky
March 6, 2015
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Item 9B. Other Information
None
Part 11l
Item 10. Directors, Executive Officers and Corpoate Governance

Information regarding the directors and executiffieers of Bancorp is incorporated herein by refeeeto the discussion under the headings,
“ITEM 1. ELECTION OF ELEVEN DIRECTORS,” and “SECTND16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCEN
Bancorp’s Proxy Statement to be filed with the $ities and Exchange Commission for the 2015 Anie¢ting of Shareholders (“Proxy
Statement”) and the section captioned EXECUTIVE [@ERS OF THE REGISTRANT in this Form 10-K.

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

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

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

David P. Heintzman — Chairman and Chief Executi¥icér, Stock Yards Bancorp, Inc. and Stock Yard@dsB & Trust Company;
Carl G. Herde —Chief Financial Officer, Baptist Hthaare System, Inc.;

James A. Hillebrand —President, Stock Yards Bandoip and Stock Yards Bank & Trust Company;

Richard A. Lechleiter — President, Catholic Eduzati-Foundation;

Bruce P. Madison — Chief Executive Officer, Plun®8upply Company, Inc.;

Richard Northern — Partner, Wyatt, Tarrant & Combs

Stephen M. Priebe — President, Hall Contracting

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

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

Kathy C. Thompson — Senior Executive Vice PresidSitck Yards Bancorp, Inc. and Stock Yards Barikrist Company.

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

Item 11. Executive Compensation

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

Information regarding the Compensation Committdadsrporated herein by reference to the discussiater the heading,
“TRANSACTIONS WITH MANAGEMENT AND OTHERS” in Banc@r’s Proxy Statement. The report of the Compensa@iommittee
shall not be deemed filed for purposes of Sect®oflithe Securities Exchange Act of 1934 or othsevgubject to the liabilities of that
section, nor shall it be deemed soliciting matesiasubject to Regulation 14A of the Exchange Adhoorporated by reference in any filing
under the Exchange Act or the Securities Act of31@Xcept as shall be expressly set forth by sipeaeiference in such filing.
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Item 12. Security Ownership of Certain BeneficiaDwners and Management and Related Stockholder Matts

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

Proxy Statement.

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

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

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

Item 14. Principal Accounting Fees and Services

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

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

Consolidated Balance She— December 31, 2014 and 20

Consolidated Statements of Inco- years ended December 31, 2014, 2013 and

Consolidated Statements of Comprehensive Inc- years ended December 31, 2014, 2013 and
Consolidated Statements of Changes in Stockh¢ Equity - years ended December 31, 2014, 2013 and
Consolidated Statements of Cash Fl- years ended December 31, 2014, 2013 and

Notes to Consolidated Financial Statems

Report of Independent Registered Public AccourfEing

(@) 2. List of Financial Statement Schedules

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

List of Exhibits

Exhibit Number

2.1

2.2

3.1

10.1*

10.2*

10.3*

10.4*

10.5*

10.6*

10.7*

10.8*

10.9*

10.10°

10.11°

10.12°

10.13’

10.14°

10.15°

10.16’

10.17°

Agreement and Plan of Merger by and among THE BANCImc., S.Y. Bancorp, Inc. and Sanders Merger
Sub, Inc. on December 19, 2012. Exhibit 2.1 to F8#dfiled December 19, 2012, is incorporated by refiee
herein.

First Amendment to Agreement and Plan of Mergeediats of February 26, 2013 by and among S.Y.
Bancorp, Inc., Sanders Merger Sub, LLC, and THE BANp, Inc. Exhibit 2.2 to form S-4 (File No. 333-
186930) filed February 27, 2013, is incorporateddfgrence hereit

Second Amended and Restated Articles of Incorpmmaif S.Y. Bancorp, Inc., filed with the Secretaf/State
of Kentucky on April 25, 2013. Exhibit 3.1 to Fo8rK filed April 25, 2013, is incorporated by reface
herein.

Articles of Amendment to the Second Amended andd®ed Articles of Incorporation to change the narhe
the company to Stock Yards Bancorp, Inc., filechtite Secretary of State of Kentucky on April 2312.
Exhibit 3.1 to Form -K filed April 23, 2014, is incorporated by referenlserein

Bylaws of Bancorp as currently in effect. Exhibi2 3o Form 8-K filed April 28, 2008, is incorpordtey
reference hereir

Stock Yards Bank & Trust Company Executive Nondiedi Deferred Compensation Plan (as Amended and
Restated in 2009), as filed as Exhibit 10.4 to F8rhfiled on December 19, 2008, is incorporated Hgnence
herein.

Stock Yards Bank & Trust Company Director NonquetifDeferred Compensation Plan (as Amended and
Restated in 2009), as filed as Exhibit 10.3 to F8rfiled on December 19, 2008, is incorporated khgnence
herein.

Form of Stock Yards Bank & Trust Company Executienqualified Deferred Compensation Plan Employer
Contribution Agreement, as filed as Exhibit 10.3~twm 8-K filed on October 23, 2006, is incorpodabyy
reference hereir

Stock Yards Bank & Trust Company 2009 Restatedd@édificers Security Plan Exhibit 10.1 to Form 8-K
filed December 19, 2008, is incorporated by refeegmerein

Form of Change in Control Severance Agreement (oiter, Dishman, Stinnett and Croce), Exhibit 16.5
Form &K filed January 27, 2010, is incorporated by refieesherein

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

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

Form of Employer Contribution Agreement, Nancy BawRarticipant, as filed as Exhibit 10.4 to Forr{ 8led
on October 23, 2006, is incorporated by refererszeih.

Terms of Restricted Stock Program, as filed as lixfhD.1 to Form 8-K filed on February 26, 2007, is
incorporated by reference here

Form of Restricted Stock Agreement (3 year vestiag)iled as Exhibit 10.2 to Formk8filed on February 2¢€
2007, is incorporated by reference her

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

Form of Stock Option Grant and Agreement (5 yeating), as filed as Exhibit 10.2 to Form 8-K filed
January 19, 2006, is incorporated by referenceirne

Form of Stock Appreciation Right Grant Agreementr(@nth vesting), as filed as Exhibit 10.1 to ForK 8
filed on February 22, 2008, is incorporated by refiee hereir

Form of Stock Appreciation Right Grant Agreemenyéar vesting), as filed as Exhibit 10.2 to Forrd 8led
on February 22, 2008, is incorporated by referdmezein.

Form of Indemnification Agreement between StockdéaBank & Trust Company, S.Y. Bancorp, Inc. anche
member of the Board of Directors. Exhibit 10.3 tonal Report on Form 10-K for the year ended
December 31, 2001, of Bancorp is incorporated reace hereir

Form of Restricted Stock Award Agreement (5 yeating) between S.Y. Bancorp, Inc. and each recigén
restricted stock. Exhibit 10.21 to Annual ReportForm 10-K for the year ended December 31, 2010, of
Bancorp is incorporated by reference her

Form of Director Restricted Stock Award Agreemenyéar vesting) between S.Y. Bancorp, Inc. and each
member of the Board of Directors. Exhibit 10.22tmual Report on Form 10-K for the year ended
December 31, 2010, of Bancorp is incorporated sreace hereir
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10.18*
10.19°

10.20°

10.21°
10.22°
10.23’
10.24°
10.25°

10.26°

10.27°
10.28*

10.29°

10.30°

14
21
23
31.1
31.2
32.1

32.2

101

Amendment No. 2 to the S. Y. Bancorp, Inc. 200xKtacentive Plan, as filed as Exhibit 10.1 to F@+K
filed on April 22, 2011, is incorporated by refecerherein
Form of S.Y. Bancorp, Inc. Restricted Stock Unia@rAgreement for grants prior to 2014, as filed as
Exhibit 10.2 to Form -K filed on April 22, 2011, is incorporated by redece herein
Form of Stock Appreciation Right Grant Agreemenyéar vesting) between S.Y. Bancorp, Inc. and each
recipient of stock appreciation rights. Exhibit2®to Annual Report on Form 10-K for the year ended
December 31, 2012, of Bancorp is incorporated sreace hereir
Form of S.Y. Bancorp, Inc. Restricted Stock Unia@rAgreement 2012 and Amendment thereto, asdited
Exhibit 10.1 to Form -K filed on March 20, 2013, is incorporated by refeze herein
Form of Annual Cash Incentive Plan, as filed asikikA0.1 to Form 8-K filed on April 26, 2013, is
incorporated by reference here
Amendment No. 3 to the S. Y. Bancorp, Inc. 200xKtacentive Plan, as filed as Exhibit 10.1 to F@+K
filed on November 22, 2013, is incorporated by rerfiee herein
Amendment No. 1 to the Director Nonqualified DeéeliCompensation Plan, as filed as Exhibit 10.20tnF8-
K filed on November 22, 2013, is incorporated bigrence hereir
Form of Director Restricted Stock Unit Award Agresmh as filed as Exhibit 10.3 to Form 8-K filed on
November 22, 2013, is incorporated by referenceihe
Form of Amended and Restated Change in Controlr@aee Agreement (for David Heintzman, Ja Hillebrand
Kathy Thompson and Nancy Davis), as filed as ExHiBil to Form 8-K filed on December 17, 2013, is
incorporated by reference here
Form of Annual Cash Bonus Plan (as amended Deceb@®)@013), as filed as Exhibit 10.2 to Form 8-ledi
on December 17, 2013, is incorporated by referéecein.
Form of Restricted Stock Unit Grant Agreement faargs awarded 2014 and later, as filed as ExhibR fo
Form &K filed on December 17, 2013, is incorporated Hgnence hereir
Form of Amendment No. 1 Stock Yards Bank & Trustipany Executive Nonqualified Deferred
Compensation Plan, as filed as Exhibit 10.1 to F8+knfiled on December 18, 2014, is incorporated by
reference hereir
Form of Amendment No. 2 Stock Yards Bank & Trustpany Director Nonqualified Deferred Compensation
Plan, as filed as Exhibit 10.2 to Forr-K filed on December 18, 2014, is incorporated tgmence hereir
Code of Ethics for the Chief Executive Officer dfidancial Executives
Subsidiaries of the Registra
Consent of Independent Registered Public Accouriing.
Certifications pursuant to Section 302 of the Sae-Oxley Act by David P. Heintzmau
Certifications pursuant to Section 302 of the Sagk-Oxley Act by Nancy B. Davis
Certifications pursuant to 18 U.S.C. Section 1380Adopted Pursuant to Section 906 of the Sarb@mbsy
Act of 2002 by David P. Heintzma
Certifications pursuant to 18 U.S.C. Section 12Z80Adopted Pursuant to Section 906 of the Sarb@méey
Act of 2002 by Nancy B. Davit
The following financial statements from the Stockrifs Bancorp, Inc. December 31, 2014 Annual Report
Form 1(-K, filed on March 6, 2015, formatted in eXtensiBlasiness Reporting Language (XBR

(1) Consolidated Balance Sheets

(2) Consolidated Statements of Income

(3) Consolidated Statements of Comprehensive Income

(4) Consolidated Statements of Changes in Stockhsl&Equity

(5) Consolidated Statements of Cash Flows

(6) Notes to Consolidated Financial Statems

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

(b)  Exhibits

The exhibits listed in response to Item 15(a) 3fided or furnished as a part of this report.
(c) Financial Statement Schedules

None

Where You Can Find More Information

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

Form 10-K, quarterly reports on Form 10-Q, curmemorts on Form 8-K, proxy statements and otherimétion with the Securities and
Exchange Commission (“*SEC”). The public may read eopy any materials filed with the SEC at the SHRLiblic Reference Room at 100
F Street, NE, Washington, DC 20549. Please calBfEC at (800) SEC-0330 for further informatiortlom Public Reference Room.
Bancorp’s public filings are also maintained on 8tC’s Internet site that contains reports, praxy imformation statements and other
information regarding issuers that file electrofiicaith the SEC. The address of that web sitletip://www.sec.gov. In addition, Bancorp’s
annual report on Form 10-K, quarterly reports omi&0-Q, current reports on Form 8-K and amendmientisose reports filed or furnished
pursuant to Section 13(a) or 15(d) of the Exchakgtemay be accessed free of charge through Barsareb site after we have electronically
filed such material with, or furnished it to, thEG. The address of that web site is http://www.syin.
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Signatures

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

March 6, 201¢ STOCK YARDS BANCORP, INC

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

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

/s/ David P. Heintzma Chairman, Chief Executive Officer and Director March 6, 2015
David P. Heintzmau (principal executive officer)

/s James A. Hillebran President and Director March 6, 2015
James A. Hillebran

/s/ Nancy B. Davit Executive Vice President and Chief Financial Office March 6, 2015
Nancy B. Davis (principal financial and accounting officer)

/s/ Charles R. Edinger, | Director March 6, 2015
Charles R. Edinger, Il

/s/ Carl G. Herd: Director March 6, 2015
Carl G. Herde

/s/ Richard A. Lechleite Director March 6, 2015

Richard A. Lechleite

/s/ Bruce P. Madiso Director March 6, 2015
Bruce P. Madisol

/s/ Richard Norther Director March 6, 2015
Richard Northerr

/sl Stephen M. Priek Director March 6, 2015
Stephen M. Prieb

/s/ Nicholas X. Simol Director March 6, 2015
Nicholas X. Simor

/s/ Norman Tasma Director March 6, 2015
Norman Tasma

/s/ Kathy C. Thompso Senior Executive Vice President and Director March 6, 2015
Kathy C. Thompsol
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Index to Exhibits

Exhibit Number
2.1

2.2

3.1
3.2

3.8
10.1*
10.2*
10.3*
10.4*
10.5*
10.6*
10.7*
10.8*
10.9*
10.10°
10.11°
10.12
10.13
10.14*

10.15
10.16”

10.17*

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

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

Second Amended and Restated Articles of Incorpmraif S.Y. Bancorp, Inc., filed with the SecretafyState of Kentucky
on April 25, 2013. Exhibit 3.1 to Forn-K filed April 25, 2013, is incorporated by referenigerein

Articles of Amendment to the Second Amended andd®ed Articles of Incorporation to change the narhthe company to
Stock Yards Bancorp, Inc., filed with the Secretafngtate of Kentucky on April 23, 2014. Exhibitt3o0 Form 8-K filed
April 23, 2014, is incorporated by reference her

Bylaws of Bancorp as currently in effect. Exhibi2 3o Form K filed April 28, 2008, is incorporated by referenlserein
Stock Yards Bank & Trust Company Executive NondieadiDeferred Compensation Plan (as Amended anthiRelsin
2009), as filed as Exhibit 10.4 to Forr-K filed on December 19, 2008, is incorporated Hgnence hereir

Stock Yards Bank & Trust Company Director NonquetifDeferred Compensation Plan (as Amended ancgiesin 2009’
as filed as Exhibit 10.3 to Forn-K filed on December 19, 2008, is incorporated bgmnce hereir

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

Stock Yards Bank & Trust Company 2009 Restatedd@dbificers Security Plan Exhibit 10.1 to Form &iked

December 19, 2008, is incorporated by referenceie

Form of Change in Control Severance Agreement (Roiter, Dishman, Stinnett and Croce), Exhibit 16.5orm 8-K filed
January 27, 2010, is incorporated by referenceirie

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

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

Form of Employer Contribution Agreement, Nancy BaWRarticipant, as filed as Exhibit 10.4 to Forrd 8led on

October 23, 20086, is incorporated by referenceihe

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

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

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

Form of Stock Option Grant and Agreement (5 yeating), as filed as Exhibit 10.2 to Form 8-K filed January 19, 2006,
is incorporated by reference here

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

Form of Stock Appreciation Right Grant Agreemenyéar vesting), as filed as Exhibit 10.2 to Forid 8led on

February 22, 2008, is incorporated by referenceihe

Form of Indemnification Agreement between StockdéaBank & Trust Company, S.Y. Bancorp, Inc. ancheaember of
the Board of Directors. Exhibit 10.3 to Annual Repmn Form 10-K for the year ended December 31,1260Bancorp is
incorporated by reference here

Form of Restricted Stock Award Agreement (5 yeating) between S.Y. Bancorp, Inc. and each recimérestricted
stock. Exhibit 10.21 to Annual Report on Form 1@eKthe year ended December 31, 2010, of Bancarg@porated by
reference hereir

Form of Director Restricted Stock Award Agreemenyéar vesting) between S.Y. Bancorp, Inc. and easmber of the
Board of Directors. Exhibit 10.22 to Annual Repont Form 10-K for the year ended December 31, 26flBancorp is
incorporated by reference here
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10.18
10.19°

10.20°

10.21°
10.22
10.23
10.24*
10.25*

10.26*

10.27*
10.28*
10.29°
10.30°
14

21

23
31.1
31z
32.1
32.2

101

Amendment No. 2 to the S. Y. Bancorp, Inc. 200xstacentive Plan, as filed as Exhibit 10.1 to F@+K filed on
April 22, 2011, is incorporated by reference her
Form of S.Y. Bancorp, Inc. Restricted Stock Unia@rAgreement for grants prior to 2014, as filedEabibit 10.2 to
Form &K filed on April 22, 2011, is incorporated by redace hereir
Form of Stock Appreciation Right Grant Agreemenyéar vesting) between S.Y. Bancorp, Inc. and eacipient of stock
appreciation rights. Exhibit 10.25 to Annual RepmmtForm 10-K for the year ended December 31, 26flBancorp is
incorporated by reference here
Form of S.Y. Bancorp, Inc. Restricted Stock Unia@rAgreement 2012 and Amendment thereto, asdiexhibit 10.1 to
Form &K filed on March 20, 2013, is incorporated by refere herein
Form of Annual Cash Incentive Plan, as filed asikix0.1 to Form 8-K filed on April 26, 2013, isdorporated by
reference hereir
Amendment No. 3 to the S. Y. Bancorp, Inc. 200xstacentive Plan, as filed as Exhibit 10.1 to F@+K filed on
November 22, 2013, is incorporated by referenceihe
Amendment No. 1 to the Director Nonqualified DeéehlCompensation Plan, as filed as Exhibit 10.20F8-K filed on
November 22, 2013, is incorporated by referenceihe
Form of Director Restricted Stock Unit Award Agresmh as filed as Exhibit 10.3 to Form 8-K filed November 22, 2013,
is incorporated by reference here
Form of Amended and Restated Change in Controlr@aee Agreement (for David Heintzman, Ja Hillebratathy
Thompson and Nancy Davis), as filed as Exhibit 16.Eorm 8-K filed on December 17, 2013, is incogted by reference
herein.
Form of Annual Cash Bonus Plan (as amended Decehh@013), as filed as Exhibit 10.2 to Form 8-¢dion
December 17, 2013, is incorporated by referenceine
Form of Restricted Stock Unit Grant Agreement frargs awarded 2014 and later, as filed as ExhibB 1o Form 8-K filed
on December 17, 2013, is incorporated by referéecein.
Form of Amendment No. 1 Stock Yards Bank & Trustipany Executive Nonqualified Deferred Compensaitam, as
filed as Exhibit 10.1 to Form-K filed on December 18, 2014, is incorporated Hgnmence hereir
Form of Amendment No. 2 Stock Yards Bank & Trustrpany Director Nonqualified Deferred CompensatitanPas filed
as Exhibit 10.2 to Form-K filed on December 18, 2014, is incorporated Hgnence hereir
Code of Ethics for the Chief Executive Officer dfidancial Executives
Subsidiaries of the Registra
Consent of Independent Registered Public Accourfing.
Certifications pursuant to Section 302 of the Saek-Oxley Act by David P. Heintzmau
Certifications pursuant to Section 302 of the Saek-Oxley Act by Nancy B. Davis
Certifications pursuant to 18 U.S.C. Section 1280Adopted Pursuant to Section 906 of the Sarb@mésy Act of 2002 by
David P. Heintzmar
Certifications pursuant to 18 U.S.C. Section 1280Adopted Pursuant to Section 906 of the Sarb@mésy Act of 2002 by
Nancy B. Davis
The following financial statements from the Stockrifs Bancorp, Inc. December 31, 2014 Annual Repoform 10-K,
filed on March 6, 2015, formatted in eXtensible Bess Reporting Language (XBRI

(1) Consolidated Balance Sheets

(2) Consolidated Statements of Income

(3) Consolidated Statements of Comprehensive Income

(4) Consolidated Statements of Changes in StockhsllEquity

(5) Consolidated Statements of Cash Flows

(6) Notes to Consolidated Financial Statem:

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

Stock Yards Bancorp, Inc. and Stock Yards Bank &sTCompany are strongly committed to conductingjrimss with honesty and integrity
and in compliance with all applicable laws and tatjons. Senior financial officers hold an impottgosition in our corporate governance
structure because of their role in balancing, mtotg and preserving the interests of all of oakeholders. This Code of Ethics for the Chief
Executive Officer and Financial Executives contapscific principles to which the Chief Executivéi€er, President, Chief Financial
Officer, Controller and other financial, accountiaugd treasury officers (the “Financial Officersteaxpected to adhere. This Code of Ethics
is intended to supplement the general corporate obdonduct.

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

All Financial Officers will:

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

regulatory agencies.

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

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

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

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

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

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

10. Be held accountable for adhering to this Code.

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

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

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




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

1040 East Main Street
Louisville, KY 40206




Exhibit 23
Consent of Independent Registered Public Accountingirm

The Board of Directors
Stock Yards Bancorp, Inc.:

We consent to the incorporation by reference inrégéstration statements Nos. 333-128809 and 33361 Form S-8 and No. 33-96744 on
Form S-3 of Stock Yards Bancorp, Inc. of our repaidted March 6, 2015, with respect to the conatdidl balance sheets of the Stock Yards
Bancorp, Inc. and subsidiaries as of December @14 2nd 2013, and the related consolidated statsmé&imcome, comprehensive income,
cash flows, and changes in stockholders’ equityefmh of the years in the three-year period endaxibber 31, 2014, and the effectiveness
of internal control over financial reporting asldécember 31, 2014, which reports appear in the Mbee 31, 2014 annual report on Form 10-
K of Stock Yards Bancorp, Inc.

(signed) KPMG LLF
Louisville, Kentucky

March 6, 2015




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

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

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

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

d) disclosed in this report any change in the tegig's internal control over financial reportiftat occurred during the registrant’s most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, ttegistrant’s internal control over financial
reporting; and

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

a) all significant deficiencies and material weadges in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regigfeability to record, process, summarize and refioancial information; and

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

Date: March 6, 2015 By: /s/ David P. Heintzma
David P. Heintzman,
Chairman and
Chief Executive Office




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

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

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

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

d) disclosed in this report any change in the tegig's internal control over financial reportiftat occurred during the registrant’s most
recent fiscal quarter that has materially affecteds reasonably likely to materially affect, ttegistrant’s internal control over financial
reporting; and

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

a) all significant deficiencies and material weadges in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regigfeability to record, process, summarize and refioancial information; and

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

Date: March 6, 2015 By: /s/ Nancy B. Davit
Nancy B. Davis, Executive Vic
President, Treasurer and Chief
Financial Officer




Exhibit 32.1

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

In connection with this annual report of Stock YaRBhncorp, Inc. on Form 10-K for the period endiregember 31, 2014 (the “Report”), we,
the undersigned, certify, pursuant to 18 U.S.Clized 350, as adopted pursuant to section 906e0Strbanes-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: March 6, 2015 By: /s/ David P. Heintzma
David P. Heintzmar
Chairman ant
Chief Executive Office

A signed original of this written statement required by section 906 has been provided to Stock YardsaBcorp, Inc. and will be retainec
by Stock Yards Bancorp, Inc. and furnished to the &curities and Exchange Commission or its staff uporequest.




Exhibit 32.2

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

In connection with this annual report of Stock YaRBhncorp, Inc. on Form 10-K for the period endiregember 31, 2014 (the “Report”), we,
the undersigned, certify, pursuant to 18 U.S.Clized 350, as adopted pursuant to section 906e0Strbanes-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: March 6, 2015 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.




