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(Print or Type Responses)

1. Name and Address of Reporting Person *

SELIGSOHN SHERWIN I
2. Issuer Name and Ticker or Trading

Symbol
UNIVERSAL DISPLAY CORP \PA\
[PANL]

5. Relationship of Reporting Person(s) to
Issuer

(Check all applicable)

__X__ Director _____ 10% Owner
__X__ Officer (give title
below)

_____ Other (specify
below)

Chairman of Board and Founder

(Last) (First) (Middle)

375 PHILLIPS BLVD.

3. Date of Earliest Transaction
(Month/Day/Year)
03/10/2011

(Street)

EWING, NJ 08618

4. If Amendment, Date Original
Filed(Month/Day/Year)

6. Individual or Joint/Group Filing(Check

Applicable Line)
_X_ Form filed by One Reporting Person
___ Form filed by More than One Reporting
Person

(City) (State) (Zip) Table I - Non-Derivative Securities Acquired, Disposed of, or Beneficially Owned

1.Title of
Security
(Instr. 3)

2. Transaction Date
(Month/Day/Year)

2A. Deemed
Execution Date, if
any
(Month/Day/Year)

3.
Transaction
Code
(Instr. 8)

4. Securities Acquired (A)
or Disposed of (D)
(Instr. 3, 4 and 5)

5. Amount of
Securities
Beneficially
Owned
Following
Reported
Transaction(s)
(Instr. 3 and 4)

6.
Ownership
Form:
Direct (D)
or Indirect
(I)
(Instr. 4)

7. Nature of
Indirect
Beneficial
Ownership
(Instr. 4)

Code V Amount

(A)
or

(D) Price
Common
Stock 03/10/2011 F 5,234 D $ 39.4 258,986 D

Common
Stock 03/10/2011 M 20,000 A $

10.3125 278,986 D

Common
Stock 176,000 (1) I By Corp.

Common
Stock 21,000 (2) I By Trust

Reminder: Report on a separate line for each class of securities beneficially owned directly or indirectly.
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Persons who respond to the collection of
information contained in this form are not
required to respond unless the form
displays a currently valid OMB control
number.

SEC 1474
(9-02)

Table II - Derivative Securities Acquired, Disposed of, or Beneficially Owned
(e.g., puts, calls, warrants, options, convertible securities)

1. Title of
Derivative
Security
(Instr. 3)

2.
Conversion
or Exercise
Price of
Derivative
Security

3. Transaction Date
(Month/Day/Year)

3A. Deemed
Execution Date, if
any
(Month/Day/Year)

4.
Transaction
Code
(Instr. 8)

5. Number of
Derivative
Securities
Acquired (A)
or Disposed of
(D)
(Instr. 3, 4,
and 5)

6. Date Exercisable and
Expiration Date
(Month/Day/Year)

7. Title and Amount of
Underlying Securities
(Instr. 3 and 4)

8. Price of
Derivative
Security
(Instr. 5)

9. Number of
Derivative
Securities
Beneficially
Owned
Following
Reported
Transaction(s)
(Instr. 4)

10.
Ownership
Form of
Derivative
Security:
Direct (D)
or Indirect
(I)
(Instr. 4)

11. Nature
of Indirect
Beneficial
Ownership
(Instr. 4)

Code V (A) (D)

Date
Exercisable

Expiration
Date Title

Amount
or
Number
of Shares

Employee
Stock
Option
(right to
buy)

$ 10.3125 03/10/2011 M 20,000 03/30/2001 03/30/2011 Common
Stock 20,000 $ 0 0 D

Reporting Owners

Reporting Owner Name / Address
Relationships

Director 10% Owner Officer Other

SELIGSOHN SHERWIN I
375 PHILLIPS BLVD.
EWING, NJ 08618

  X   Chairman of Board and Founder

Signatures
 /s/ Sidney D. Rosenblatt (by power of
attorney) 03/14/2011

**Signature of Reporting Person Date

Explanation of Responses:
* If the form is filed by more than one reporting person, see Instruction 4(b)(v).

** Intentional misstatements or omissions of facts constitute Federal Criminal Violations. See 18 U.S.C. 1001 and 15 U.S.C. 78ff(a).

(1) American Biomimetics Corporation, of which Mr. Seligsohn is the sole Director, Chairman, President and Secretary.

(2) The Seligsohn Foundation, of which Mr. Seligsohn is the sole trustee.

Note: File three copies of this Form, one of which must be manually signed. If space is insufficient, see Instruction 6 for procedure.
Potential persons who are to respond to the collection of information contained in this form are not required to respond unless the form displays
a currently valid OMB number. >
Amegy Bancorporation, Inc. common stock
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–

16,830,798

Common collective trusts

10,480,675

10,631,697

Registered investment companies (mutual funds)

56,919,512

45,093,742

Participant loans, at cost

2,067,733

2,250,885

83,442,721

75,233,210

Contributions receivable

115,561

99,973

Net assets available for benefits
$

83,558,282

$
75,333,183

See accompanying notes to financial statements.
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Amegy Bank 401(k) Savings Plan
(formerly Southwest Bank of Texas 401(k) Savings Plan)

Statement of Changes in Net Assets Available for Benefits

Year Ended December 31, 2005

Additions
Investment income:
Net appreciation in fair
value of investments $ 1,193,719
Interest and dividends 3,341,334

4,535,053

Contributions:
Participant 6,454,300
Employer 3,723,353
Rollovers 993,279

11,170,932

Total additions 15,705,985

Deductions
Benefits paid directly to
participants 7,434,422
Administrative
expenses 46,464

Total deductions 7,480,886

Net increase 8,225,099

Net assets available for
benefits:
Beginning of year 75,333,183
End of year $ 83,558,282

See accompanying notes to
financial statements.
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Amegy Bank 401(k) Savings Plan
(formerly Southwest Bank of Texas 401(k) Savings Plan)

Notes to Financial Statements

Year Ended December 31, 2005

1. Description of Plan

The following description of the Amegy Bank 401(k) Savings Plan (formerly Southwest Bank of Texas 401(k)
Savings Plan) (“the Plan”) provides only general information. Participants should refer to the Plan agreement for a more
complete description of the Plan’s provisions.

General

The Plan is a single employer defined contribution plan designed to provide retirement benefits for eligible employees
under a pretax salary reduction arrangement with a discretionary employer matching contribution. The Plan is subject
to the provisions of the Employee Retirement Income Security Act of 1974, as amended (“ERISA”). From time to time,
the Plan has been amended and restated, and other plans have been merged into the Plan. In March 2005, the Plan
changed to its current name. Fidelity Management Trust Company is the Trustee of the Plan. Amegy Bank, N.A. (“the
Company”) is the Plan sponsor. The Company has a Retirement Plan Committee that administers the Plan.

Acquisition of Plan Sponsor and Intended Merger of Plan

Effective December 3, 2005, Zions Bancorporation (“Zions”), headquartered in Salt Lake City, Utah, acquired Amegy
Bancorporation, Inc. (“Amegy”), the parent company of Amegy Bank, N.A. On December 9, 2005, Zions filed a
registration statement with the Securities and Exchange Commission to register its shares to be used for Amegy’s
employee benefit plans. Amegy shares in the Plan were exchanged for Zions’ shares at the exchange ratio determined
in the merger. In 2006, Zions intends to merge the Plan into its existing 401(k) plan, Zions Bancorporation Payshelter
401(k) and Employee Stock Ownership Plan.

Eligibility

The Plan covers all employees who have attained the age of 18 and have completed one month of service as defined in
the Plan.

4
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Amegy Bank 401(k) Savings Plan
(formerly Southwest Bank of Texas 401(k) Savings Plan)

Notes to Financial Statements (continued)

1. Description of Plan (continued)

Contributions

Participants may contribute from 1% to 80% of their pretax annual compensation to the Plan, subject to the overall
limitation specified by the Internal Revenue Code (“the Code”), which was $14,000 for 2005. The Plan allows the
Company to make discretionary matching contributions as determined by the Company’s board of directors. For 2005,
the Company made matching contributions of 100% for the first 5% of participants’ eligible compensation. Under
applicable law, participants attaining the age of 50 during or prior to 2005 are eligible to make catch-up contributions,
not to exceed $4,000 in 2005.

The Plan allows rollovers by participants from nonaffiliated qualifying plans.

Participant Accounts

Each participant’s account is credited with the participant’s contributions and allocations of the Company’s contributions
and Plan earnings. Investment income or loss is allocated based on the investment shares held in the participant’s
account in relation to the total investment shares of the Plan.

Vesting

Participant contributions plus investment earnings are immediately vested; however, Company contributions vest as
follows:

Years
of

Service Vesting
Less than
1 0%
1 20%
2 40%
3 60%
4 80%
5 or
more 100% 
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Amegy Bank 401(k) Savings Plan
(formerly Southwest Bank of Texas 401(k) Savings Plan)

Notes to Financial Statements (continued)

1. Description of Plan (continued)

Payment of Benefits

Benefits are paid upon death, disability, retirement, or termination of employment, or may be paid earlier subject to
Plan provisions. Instead of a lump-sum amount, a participant may elect to receive his vested account balance in annual
installments. Benefits are paid in stock, cash, or a combination of the two. For 2005, benefits paid directly to
participants included Amegy’s common stock with a fair value of $108,269.

Investment Options

Participant contributions can be directed subject to Plan provisions into various Plan investment options that include
Amegy’s common stock (or Zions’ common stock after December 9, 2005), common collective trusts, and registered
investment companies (mutual funds).

Forfeited Accounts

Nonvested Company contributions are forfeited upon distribution of the fully vested value of a participant’s account.
Forfeitures are used first to pay administrative expenses and subsequently to reduce Company contributions. The
amount of forfeitures used in 2005 was $169,673. At December 31, 2005 and 2004, unallocated forfeiture accounts
amounted to $240,461 and $135,856, respectively.

Participant Loans

Participants may borrow from their fund accounts up to a maximum equal to the lesser of $50,000 or 50% of the
participant’s vested account balance. Loans are calculated on a fully amortized basis. A loan is collateralized by the
vested balance in the participant’s account and bears interest at a rate commensurate with market rates for similar
loans, as defined by the Plan.

Plan Termination

Although the Company has not expressed any intent to do so, it has the right under the Plan to discontinue its
contributions at any time and to terminate the Plan subject to the provisions of ERISA. If the Plan were terminated,
each participant would become 100% vested and would receive a distribution of assets equal to the value of the
participant’s account.

6
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Amegy Bank 401(k) Savings Plan
(formerly Southwest Bank of Texas 401(k) Savings Plan)

Notes to Financial Statements (continued)

2. Significant Accounting Policies

Basis of Presentation

The accompanying financial statements are prepared using the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of America.

Valuation of Investments and Income Recognition

Money market funds are stated at cost, which approximates fair value. Amegy’s or Zions’ common stock is stated at fair
value which equals the quoted market price on the last business day of the Plan year. The shares of common collective
trusts and registered investment companies (mutual funds) are valued at quoted market prices which represent the net
asset values of shares held by the Plan at year-end. Participant loans are valued at their outstanding principal balances,
which approximate fair value.

Purchases and sales of investments are recorded on a trade-date basis. Dividend income is recorded on the ex-dividend
date. Interest income is recorded on the accrual basis.

Net Appreciation in Fair Value of Investments

The Plan presents in the Statement of Changes in Net Assets Available for Benefits the net appreciation in the fair
value of its investments which consists of the realized gains or losses on sale of investments and unrealized
appreciation (depreciation) on those investments.

Payment of Benefits

Benefits are recorded when paid.

Administrative Expenses

Administrative expenses are paid by the Plan and by the Company.

7
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Amegy Bank 401(k) Savings Plan
(formerly Southwest Bank of Texas 401(k) Savings Plan)

Notes to Financial Statements (continued)

2. Significant Accounting Policies (continued)

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates that affect the amounts reported in the financial statements
and accompanying notes. Actual results could differ from those estimates.

Concentration of Investments

The Plan’s net assets available for benefits at December 31, 2005 include investments in Zions’ common stock of
$13,793,176 (182,546 shares). At December 31, 2004, the Plan’s net assets available for benefits include investments
in Amegy’s common stock of $16,830,798 (722,622 shares). These investments represent a 0.2% and 1.0% ownership
of the companies’ outstanding common stock at December 31, 2005 and 2004, respectively. The fair value of these
investments is subject to market fluctuations.

Reclassifications

Certain items in the 2004 financial statements have been reclassified to conform to the 2005 financial statement
presentation. Such reclassifications had no effect on net assets available for benefits or the change in net assets
available for benefits.

3. Investments

The Trustee of the Plan, as identified in Note 1, holds the Plan’s investments and executes all investment transactions.
Investments that represent 5% or more of the fair value of the Plan’s net assets available for benefits are as follows:

December 31,
2005 2004

Zions Bancorporation
common stock $ 13,793,176
Amegy
Bancorporation, Inc.
common stock $ 16,830,798
Dreyfus S&P 500
Index Fund 6,454,705 6,013,643
Fidelity Advisor
Equity Income Fund 5,643,112 4,115,998
Fidelity Advisor Mid
Cap Fund 8,513,506 7,549,873
Fidelity Advisor Stable
Value Fund 10,480,675 10,631,697
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Amegy Bank 401(k) Savings Plan
(formerly Southwest Bank of Texas 401(k) Savings Plan)

Notes to Financial Statements (continued)

3. Investments (continued)

During 2005, the Plan’s investments (including investments purchased and sold, as well as held during the year)
appreciated in fair value as determined by quoted market prices as follows:

Zions
Bancorporation
common stock $ 254,139
Amegy
Bancorporation,
Inc. common stock 315,684
Registered
investment
companies (mutual
funds) 623,896

$ 1,193,719

4. Transactions with Parties-in-Interest

During 2005, the Plan received dividends from the Company of $198,116. Dividends associated with the Zions’
common stock were not received until 2006.

Certain plan investments are in accounts managed by the Trustee and the Plan invests in participant loans. These
transactions qualify as party-in-interest transactions as defined by ERISA. Consequently, such transactions are
permitted under the provisions of the Plan and are exempt from the prohibition of party-in-interest transactions under
ERISA.

The Company paid administrative expenses of $221,726 in 2005 on behalf of the Plan.

5. Risks and Uncertainties

The Plan invests in various investment securities. Investment securities are exposed to various risks such as interest
rate, market and credit risks. Due to the level of risk associated with certain investment securities, it is at least
reasonably possible that changes in the values of investment securities will occur in the near term and that such
changes could materially affect participants’ account balances and the amounts reported in the statements of net assets
available for benefits.

9
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Amegy Bank 401(k) Savings Plan
(formerly Southwest Bank of Texas 401(k) Savings Plan)

Notes to Financial Statements (continued)

6. Income Tax Status

The Plan has received a determination letter from the Internal Revenue Service (“IRS”) dated January 19, 2005 stating
that the Plan is qualified under Section 401(a) of the Code and, therefore, the related trust is exempt from taxation.
Once qualified, the Plan is required to operate in conformity with the Code to maintain its qualification. The plan
administrator believes that the Plan is being operated in compliance with the applicable requirements of the Code and,
therefore, believes that the Plan is qualified and that the related trust is tax exempt.

7. Reconciliation of Financial Statements to Form 5500

The following reconciles net assets available for benefits in the accompanying financial statements to net assets in the
Form 5500 regulatory filing:

December 31,
2005 2004

Net assets
available for
benefits in
accompanying
financial
statements $ 83,558,282 $ 75,333,183
Contributions
receivable (115,561) (99,973)
Net assets in
Form 5500 $ 83,442,721 $ 75,233,210

The following reconciles the net increase in net assets available for benefits in the accompanying financial statements
to the Form 5500 regulatory filing for the year ended December 31, 2005:

Net increase in net
assets available for
benefits
in accompanying
financial
statements $ 8,225,099
Contributions
receivable at
December 31, 2004 99,973
Contributions
receivable at
December 31, 2005 (115,561)
Net increase in net
assets available for
benefits
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in Form 5500 $ 8,209,511

The reconciliations above result from the accompanying financial statements being prepared on an accrual basis and
the Form 5500 being prepared on a cash basis.
10
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Amegy Bank 401(k) Savings Plan
(formerly Southwest Bank of Texas 401(k) Savings Plan)

Notes to Financial Statements (continued)

8. Prohibited Transactions.

For the plan years 2000 through 2004, certain participant contributions were not forwarded to the Trustee of the Plan
in a timely manner. In each case, these contributions were subsequently contributed to the Plan. As a result of
examinations completed by the Department of Labor for this period and the IRS for 2003, excise taxes, penalties and
interest were determined in 2005 to amount to $10,240, for which the Company completed payment in September
2005.

11
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Amegy Bank 401(k) Savings Plan
(formerly Southwest Bank of Texas 401(k) Savings Plan)

Schedule H, Line 4i – Schedule of Assets (Held at End of Year)
EIN: 76-0028668     Plan: 002

December 31, 2005

(b) (d)
Identity of Issue,

Borrower, (c)
Cost of

Remain- (e)

(a) Lessor, or Similar Party Description of Investment
ing Assets

(1) Current Value

DREYFUS
DREYFUS S&P 500 INDEX
FUND $ 6,454,705**

* FIDELITY
FEDERATED MID CAP
FUND 1,591,199

DREYFUS
DREYFUS PREMIER WORLDWIDE GROWTH
FUND 2,889,416

LOOMIS
LOOMIS SAYLES BOND
ADMIN FUND 2,595,666

EVERGREEN
EVERGREEN SPECIAL
VALUES FUND 2,020,565

* FIDELITY
FIDELITY TREASURY
FUND 3,769,537

* FIDELITY
FIDELITY ADVISOR
EQUITY INCOME FUND 5,643,112**

* FIDELITY
FIDELITY ADVISOR
EQUITY GROWTH FUND 1,727,588

* FIDELITY
FIDELITY ADVISOR GROWTH & INCOME
FUND 3,285,367

* FIDELITY
FIDELITY ADVISOR
SMALL CAP FUND 1,590,455

* FIDELITY
FIDELITY ADVISOR HIGH
INCOME FUND 241,083

* FIDELITY
FIDELITY ADVISOR MID
CAP FUND 8,513,506**

* FIDELITY
FIDELITY ADVISOR
BALANCED FUND 2,518,110

* FIDELITY
FIDELITY ADVISOR SHORT FIXED INCOME
FUND 305,573

* FIDELITY
FIDELITY ADVISOR STRATEGIC INCOME
FUND 1,038,501

* FIDELITY
FIDELITY ADVISOR GOVERNMENT
INVESTMENT FUND 2,286,642

* FIDELITY
FIDELITY ADVISOR
STABLE VALUE FUND 10,480,675**

* FIDELITY 3,008,122
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FIDELITY ADVISOR
DIVIDEND GROWTH FUND

* FIDELITY
FIDELITY ADVISOR DIVERSIFIED
INTERNATIONAL FUND 2,979,356

* FIDELITY
FIDELITY ADVISOR
FREEDOM 2010 FUND 1,285,313

* FIDELITY
FIDELITY ADVISOR
FREEDOM 2020 FUND 1,958,912

* FIDELITY
FIDELITY ADVISOR
FREEDOM 2030 FUND 845,620

* FIDELITY
FIDELITY ADVISOR
FREEDOM 2040 FUND 214,122

* FIDELITY
FIDELITY ADVISOR
FREEDOM INCOME FUND 5,635

* FIDELITY
FIDELITY ADVISOR
FREEDOM 2005 FUND 1,257

* FIDELITY
FIDELITY ADVISOR
FREEDOM 2015 FUND 59,791

* FIDELITY
FIDELITY ADVISOR
FREEDOM 2025 FUND 25,663

* FIDELITY
FIDELITY ADVISOR
FREEDOM 2035 FUND 64,696

*
ZIONS
BANCORPORATION

ZIONS BANCORPORATION
COMMON STOCK 13,793,176**

* FIDELITY MONEY MARKET FUNDS 181,625

*
PARTICIPANT
LOANS

Interest rates ranging from
5.0% to 9.5% 2,067,733

$  83,442,721

*Indicates party-in-interest to the Plan.
**Represents investments comprising at least 5% of net assets available for benefits.
(1)Not provided because all investments are participant-directed.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Retirement Plan Committee of Amegy Bank,
N.A. has duly caused this annual report to be signed on its behalf by the undersigned hereunto duly authorized.

AMEGY BANK 401(K) SAVINGS PLAN

July 12, 2006 By:  /s/ Robyn Brend

ROBYN BREND,
Vice President, Benefits/Payroll Manager

F-2
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$
4,825,000

Weighted average common shares outstanding
5,951,981

6,025,802

5,953,623

6,022,830

Dilutive potential common shares:

Assumed conversion of stock options
1,118

8,826

1,124

8,504

Restricted stock awarded
9,027

413

9,027

331
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Assumed conversion of preferred stock
—

—

—

—

Dilutive potential common shares
10,145

9,239

10,151

8,835

Diluted weighted average common shares outstanding
5,962,126

6,035,041

5,963,774

6,031,665

Diluted earnings per common share
$
0.43

$
0.39

$
0.84

$
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0.80

The following shares were not considered in computing diluted earnings per share for the three and six-month periods
ended June 30, 2013 and 2012 because they were anti-dilutive:

Three months ended June 30, Six months ended June 30,
2013 2012 2013 2012

Stock options to purchase shares of common stock 104,750 196,220 104,750 196,220
Average dilutive potential common shares associated
with convertible preferred stock 2,494,801 2,092,411 2,494,801 2,087,943
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Note 3 -- Investment Securities

The amortized cost, gross unrealized gains and losses and estimated fair values for available-for-sale and
held-to-maturity securities by major security type at June 30, 2013 and December 31, 2012 were as follows (in
thousands):

Amortized
Cost

Gross
Unrealized
Gains

Gross
Unrealized
(Losses)

Fair Value

June 30, 2013
Available-for-sale:
U.S. Treasury securities and obligations of U.S.
government corporations & agencies $213,347 $229 $(6,059 ) $207,517

Obligations of states and political subdivisions 59,933 1,157 (1,697 ) 59,393
Mortgage-backed securities: GSE residential 260,463 3,129 (3,545 ) 260,047
Trust preferred securities 4,790 — (3,955 ) 835
Other securities 6,035 26 (18 ) 6,043
Total available-for-sale $544,568 $4,541 $(15,274 ) $533,835

December 31, 2012
Available-for-sale:
U.S. Treasury securities and obligations of U.S.
government corporations & agencies $180,851 $1,321 $(3 ) $182,169

Obligations of states and political subdivisions 53,064 3,163 (20 ) 56,207
Mortgage-backed securities: GSE residential 252,310 7,162 (12 ) 259,460
Trust preferred securities 4,974 — (4,389 ) 585
Other securities 9,663 225 — 9,888
Total available-for-sale $500,862 $11,871 $(4,424 ) $508,309

The trust preferred securities are three trust preferred pooled securities issued by First Tennessee Financial (“FTN”). The
unrealized losses of these securities, which have maturities ranging from seventeen years to twenty-four years, are
primarily due to their long-term nature, a lack of demand or inactive market for these securities, and concerns
regarding the underlying financial institutions that have issued the trust preferred securities. See the heading “Trust
Preferred Securities” for further information regarding these securities.

Realized gains and losses resulting from sales of securities were as follows during the six months ended June 30, 2013
and 2012 (in thousands):

June 30,
2013

June 30,
2012

Gross gains $835 $823
Gross losses — —
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The following table indicates the expected maturities of investment securities classified as available-for-sale and
held-to-maturity, presented at fair value, at June 30, 2013 and the weighted average yield for each range of maturities
(dollars in thousands):

One year or
less

After 1
through 5
years

After 5
through 10
years

After ten
years Total

Available-for-sale:
U.S. Treasury securities and
obligations of U.S. government
corporations and agencies

$151,994 $55,523 $— $— $207,517

Obligations of state and political
subdivisions 1,528 29,344 24,901 3,620 59,393

Mortgage-backed securities: GSE
residential 2,457 167,575 90,015 — 260,047

Trust preferred securities 688 — — 147 835
Other securities 2,008 — 3,982 53 6,043
Total investments $158,675 $252,442 $118,898 $3,820 $533,835
Weighted average yield 1.68 % 2.62 % 2.40 % 2.11 % 2.28 %
Full tax-equivalent yield 1.71 % 2.94 % 2.92 % 3.11 % 2.57 %

The weighted average yields are calculated on the basis of the amortized cost and effective yields weighted for the
scheduled maturity of each security. Tax-equivalent yields have been calculated using a 35% tax rate.  With the
exception of obligations of the U.S. Treasury and other U.S. government agencies and corporations, there were no
investment securities of any single issuer, the book value of which exceeded 10% of stockholders' equity at June 30,
2013.

Investment securities carried at approximately $250 million and $267 million at June 30, 2013 and December 31,
2012, respectively, were pledged to secure public deposits and repurchase agreements and for other purposes as
permitted or required by law.
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The following table presents the aging of gross unrealized losses and fair value by investment category as of June 30,
2013 and December 31, 2012 (in thousands):

Less than 12 months 12 months or more Total
Fair
Value

Unrealized
Losses

Fair
Value

Unrealized
Losses

Fair
Value

Unrealized
Losses

June 30, 2013
U.S. Treasury securities
and obligations of U.S.
government corporations
and agencies

$184,589 $(6,059 ) $— $— $184,589 $(6,059 )

Obligations of states and
political subdivisions 27,264 (1,697 ) — — 27,264 (1,697 )

Mortgage-backed
securities: GSE residential 131,451 (3,545 ) — — 131,451 (3,545 )

Trust preferred securities — — 835 (3,955 ) 835 (3,955 )
Other securities 3,982 (18 ) — — 3,982 (18 )
Total $347,286 $(11,319 ) $835 $(3,955 ) $348,121 $(15,274 )
December 31, 2012
U.S. Treasury securities
and obligations of U.S.
government corporations
and agencies

$10,997 $(3 ) $— $— $10,997 $(3 )

Obligations of states and
political subdivisions 1,969 (20 ) — — 1,969 (20 )

Mortgage-backed
securities: GSE residential 697 (12 ) — — 697 (12 )

Trust preferred securities — — 585 (4,389 ) 585 (4,389 )
Other securities — — — — — —
Total $13,663 $(35 ) $585 $(4,389 ) $14,248 $(4,424 )

U.S. Treasury Securities and Obligations of U.S. Government Corporations and Agencies. At June 30, 2013 and
December 31, 2012, there were no U.S. Treasury securities and obligations of U.S. government corporations and
agencies in a continuous unrealized loss position for twelve months or more.

Obligations of states and political subdivisions.  At June 30, 2013 and December 31, 2012, there were no obligations
of states and political subdivisions in a continuous unrealized loss position for twelve months or more.

Mortgage-backed Securities: GSE Residential. At June 30, 2013 and December 31, 2012, there were no
mortgage-backed securities in a continuous unrealized loss position for twelve months or more.

Trust Preferred Securities. At June 30, 2013, there were three trust preferred securities with a fair value of $835,000
and unrealized losses of $3,955,000 in a continuous unrealized loss position for twelve months or more. At
December 31, 2012, there were three trust preferred securities with a fair value of $585,000 and unrealized losses of
$4,389,000 in a continuous unrealized loss position for twelve months or more. These unrealized losses were
primarily due to the long-term nature of the trust preferred securities, a lack of demand or inactive market for these
securities, the impending change to the regulatory treatment of these securities, and concerns regarding the underlying
financial institutions that have issued the trust preferred securities. The Company recorded no other-than-temporary
impairment (OTTI) for these securities during 2013 or 2012.   Because it is not more-likely-than-not that the Company
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will be required to sell these securities before recovery of their new, lower amortized cost basis, which may be
maturity, the Company does not consider the remainder of the investment in these securities to be
other-than-temporarily impaired at June 30, 2013. However, future downgrades or additional deferrals and defaults in
these securities, in particular PreTSL XXVIII, could result in additional OTTI and consequently, have a material
impact on future earnings.
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Following are the details for each of the three currently impaired trust preferred securities (in thousands):

Book
Value Market Value

Unrealized
Gains
(Losses)

Other-than-
temporary
Impairment
Recorded
To-date

PreTSL I $400 $428 $28 $691
PreTSL II 738 260 (478 ) 2,187
PreTSL XXVIII 3,652 147 (3,505 ) 1,111
Total $4,790 $835 $(3,955 ) $3,989

Other securities. At June 30, 2013 and December 31, 2012, there were no corporate bonds in a continuous unrealized
loss position for twelve months or more.

The Company does not believe any other individual unrealized loss as of June 30, 2013 represents OTTI. However,
given the continued disruption in the financial markets, the Company may be required to recognize OTTI losses in
future periods with respect to its available for sale investment securities portfolio. The amount and timing of any
additional OTTI will depend on the decline in the underlying cash flows of the securities. Should the impairment of
any of these securities become other-than-temporary, the cost basis of the investment will be reduced and the resulting
loss recognized in the period the other-than-temporary impairment is identified.

Other-than-temporary Impairment. Upon acquisition of a security, the Company decides whether it is within the scope
of the accounting guidance for beneficial interests in securitized financial assets or will be evaluated for impairment
under the accounting guidance for investments in debt and equity securities.

The accounting guidance for beneficial interests in securitized financial assets provides incremental impairment
guidance for a subset of the debt securities within the scope of the guidance for investments in debt and equity
securities.  For securities where the security is a beneficial interest in securitized financial assets, the Company uses
the beneficial interests in securitized financial asset impairment model. For securities where the security is not a
beneficial interest in securitized financial assets, the Company uses debt and equity securities impairment model.

The Company routinely conducts periodic reviews to identify and evaluate each investment security to determine
whether OTTI has occurred. Economic models are used to determine whether OTTI has occurred on these securities.
While all securities are considered, the securities primarily impacted by OTTI testing are pooled trust preferred
securities. For each pooled trust preferred security in the investment portfolio, an extensive, regular review is
conducted to determine if any additional OTTI has occurred. Various inputs to the economic models are used to
determine if an unrealized loss is other-than-temporary.  The most significant inputs are prepayments, defaults and
loss severity.

These pooled trust preferred securities relate to trust preferred securities issued by financial institutions. The pools
typically consist of financial institutions throughout the United States. Other inputs to the economic models may
include the actual collateral attributes, which include credit ratings and other performance indicators of the underlying
financial institutions including profitability, capital ratios, and asset quality.
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To determine if the unrealized losses for pooled trust preferred securities is other-than-temporary, the Company
considers the impact of each of these inputs. The Company considers the likelihood that issuers will prepay their
securities.  During the third quarter of 2010, the Dodd-Frank Act eliminated Tier 1 capital treatment for trust preferred
securities issued by holding companies with consolidated assets greater than $15 billion. As a result, issuers may
prepay their securities which reduces the amount of expected cash flows. Additionally, the Company projects total
estimated defaults of the underlying assets (financial institutions) and multiplies that calculated amount by an estimate
of realizable value upon sale in the marketplace (severity) in order to determine the projected collateral loss. The
Company also evaluates the current credit enhancement underlying the security to determine the impact on cash flows.
If the Company determines that a given pooled trust preferred security position will be subject to a write-down or loss,
the Company records the expected credit loss as a charge to earnings.

Credit Losses Recognized on Investments. As described above, some of the Company’s investments in trust preferred
securities have experienced fair value deterioration due to credit losses but are not otherwise other-than-temporarily
impaired. The following table provides information about those trust preferred securities for which only a credit loss
was recognized in income and other losses are recorded in other comprehensive income (loss) for the six months
ended June 30, 2013 and 2012 (in thousands).

Accumulated Credit Losses
June 30, 2013 June 30, 2012

Credit losses on trust preferred securities held
Beginning of period $3,989 $4,116
Additions related to OTTI losses not previously recognized — —
Reductions due to sales / (recoveries) — —
Reductions due to change in intent or likelihood of sale — —
Additions related to increases in previously recognized OTTI losses — —
Reductions due to increases in expected cash flows — —
End of period $3,989 $4,116

Subsequently, on July 22, 2013, the Company sold two of its trust preferred securities (PreTSL I and PreTSL II). This
sale resulted in recovery of all of the book value of these securities. The net proceeds exceeded the aggregate book
value of these securities by approximately $1.4 million and this amount will be recorded as a security gain during the
third quarter of 2013.
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Note 4 – Loans and Allowance for Loan Losses

Loans are stated at the principal amount outstanding net of unearned discounts, unearned income and allowance for
loan losses.  Unearned income includes deferred loan origination fees reduced by loan origination costs and is
amortized to interest income over the life of the related loan using methods that approximated the effective interest
rate method.  Interest on substantially all loans is credited to income based on the principal amount outstanding. A
summary of loans at June 30, 2013 and December 31, 2012 follows (in thousands):

June 30,
2013

December 31,
2012

Construction and land development $22,602 $31,341
Agricultural real estate 95,255 86,256
1-4 Family residential properties 186,104 186,205
Multifamily residential properties 44,207 44,863
Commercial real estate 335,628 317,321
Loans secured by real estate 683,796 665,986
Agricultural loans 51,864 60,948
Commercial and industrial loans 152,955 160,193
Consumer loans 15,814 16,264
All other loans 9,849 8,206
Gross loans 914,278 911,597
Less:
Net deferred loan fees, premiums and discounts 533 744
Allowance for loan losses 12,131 11,776
Net loans $901,614 $899,077

Loans expected to be sold are classified as held for sale in the consolidated financial statements and are recorded at the
lower of aggregate cost or market value, taking into consideration future commitments to sell the loans. These loans
are primarily for 1-4 family residential properties. The balance of loans held for sale, excluded from the balances
above, were $2,068,000 and $212,000 at June 30, 2013 and December 31, 2012, respectively.

Most of the Company’s business activities are with customers located within central Illinois.  At June 30, 2013, the
Company’s loan portfolio included $147.1 million of loans to borrowers whose businesses are directly related to
agriculture. Of this amount, $123.6 million was concentrated in other grain farming. Total loans to borrowers whose
businesses are directly related to agriculture decreased $0.1 million from $147.2 million at December 31, 2012 while
loans concentrated in other grain farming decreased $0.8 million from $124.4 million at December 31, 2012 due to
seasonal paydowns based upon timing of cash flow requirements.  While the Company adheres to sound underwriting
practices, including collateralization of loans, any extended period of low commodity prices, drought conditions,
significantly reduced yields on crops and/or reduced levels of government assistance to the agricultural industry could
result in an increase in the level of problem agriculture loans and potentially result in loan losses within the
agricultural portfolio.

In addition, the Company has $45.3 million of loans to motels and hotels.  The performance of these loans is
dependent on borrower specific issues as well as the general level of business and personal travel within the
region.  While the Company adheres to sound underwriting standards, a prolonged period of reduced business or
personal travel could result in an increase in nonperforming loans to this business segment and potentially in loan
losses. The Company also has $96.5 million of loans to lessors of non-residential buildings and $56.5 million of loans
to lessors of residential buildings and dwellings.
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The structure of the Company’s loan approval process is based on progressively larger lending authorities granted to
individual loan officers, loan committees, and ultimately the Board of Directors.  Outstanding balances to one
borrower or affiliated borrowers are limited by federal regulation; however, limits well below the regulatory
thresholds are generally observed.  The vast majority of the Company’s loans are to businesses located in the
geographic market areas served by the Company’s branch bank system.  Additionally, a significant portion of the
collateral securing the loans in the portfolio is located within the Company’s primary geographic footprint.  In general,
the Company adheres to loan underwriting standards consistent with industry guidelines for all loan segments.
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The Company’s lending can be summarized into the following primary areas:

Commercial Real Estate Loans.  Commercial real estate loans are generally comprised of loans to small business
entities to purchase or expand structures in which the business operations are housed, loans to owners of real estate
who lease space to non-related commercial entities, loans for construction and land development, loans to hotel
operators, and loans to owners of multi-family residential structures, such as apartment buildings.  Commercial real
estate loans are underwritten based on historical and projected cash flows of the borrower and secondarily on the
underlying real estate pledged as collateral on the debt.  For the various types of commercial real estate loans,
minimum criteria have been established within the Company’s loan policy regarding debt service coverage while
maximum limits on loan-to-value and amortization periods have been defined.  Maximum loan-to-value ratios range
from 65% to 80% depending upon the type of real estate collateral, while the desired minimum debt coverage ratio is
1.20x. Amortization periods for commercial real estate loans are generally limited to twenty years. The Company’s
commercial real estate portfolio is well below the thresholds that would designate a concentration in commercial real
estate lending, as established by the federal banking regulators.

Commercial and Industrial Loans. Commercial and industrial loans are primarily comprised of working capital loans
used to purchase inventory and fund accounts receivable that are secured by business assets other than real
estate.  These loans are generally written for one year or less. Also, equipment financing is provided to businesses
with these loans generally limited to 80% of the value of the collateral and amortization periods limited to seven
years. Commercial loans are often accompanied by a personal guaranty of the principal owners of a business.  Like
commercial real estate loans, the underlying cash flow of the business is the primary consideration in the underwriting
process.  The financial condition of commercial borrowers is monitored at least annually with the type of financial
information required determined by the size of the relationship.  Measures employed by the Company for businesses
with higher risk profiles include the use of government-assisted lending programs through the Small Business
Administration and U.S. Department of Agriculture.

Agricultural and Agricultural Real Estate Loans. Agricultural loans are generally comprised of seasonal operating
lines to cash grain farmers to plant and harvest corn and soybeans and term loans to fund the purchase of
equipment.  Agricultural real estate loans are primarily comprised of loans for the purchase of farmland.  Specific
underwriting standards have been established for agricultural-related loans including the establishment of projections
for each operating year based on industry developed estimates of farm input costs and expected commodity yields and
prices.  Operating lines are typically written for one year and secured by the crop. Loan-to-value ratios on loans
secured by farmland generally do not exceed 65% and have amortization periods limited to twenty five years.  Federal
government-assistance lending programs through the Farm Service Agency are used to mitigate the level of credit risk
when deemed appropriate.

Residential Real Estate Loans. Residential real estate loans generally include loans for the purchase or refinance of
residential real estate properties consisting of one-to-four units and home equity loans and lines of credit.  The
Company sells the vast majority of its long-term fixed rate residential real estate loans to secondary market
investors.  The Company also releases the servicing of these loans upon sale.  The Company retains all residential real
estate loans with balloon payment features.  Balloon periods are limited to five years. Residential real estate loans are
typically underwritten to conform to industry standards including criteria for maximum debt-to-income and
loan-to-value ratios as well as minimum credit scores.  Loans secured by first liens on residential real estate held in the
portfolio typically do not exceed 80% of the value of the collateral and have amortization periods of twenty five years
or less. The Company does not originate subprime mortgage loans.

Consumer Loans. Consumer loans are primarily comprised of loans to individuals for personal and household
purposes such as the purchase of an automobile or other living expenses.  Minimum underwriting criteria have been
established that consider credit score, debt-to-income ratio, employment history, and collateral coverage.  Typically,
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consumer loans are set up on monthly payments with amortization periods based on the type and age of the collateral.

Other Loans. Other loans consist primarily of loans to municipalities to support community projects such as
infrastructure improvements or equipment purchases.  Underwriting guidelines for these loans are consistent with
those established for commercial loans with the additional repayment source of the taxing authority of the
municipality.

Allowance for Loan Losses

The allowance for loan losses represents the Company’s best estimate of the reserve necessary to adequately account
for probable losses existing in the current portfolio. The provision for loan losses is the charge against current earnings
that is determined by the Company as the amount needed to maintain an adequate allowance for loan losses.
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In determining the adequacy of the allowance for loan losses, and therefore the provision to be charged to current
earnings, the Company relies predominantly on a disciplined credit review and approval process that extends to the
full range of the Company’s credit exposure.  The review process is directed by the overall lending policy and is
intended to identify, at the earliest possible stage, borrowers who might be facing financial difficulty.  Once identified,
the magnitude of exposure to individual borrowers is quantified in the form of specific allocations of the allowance for
loan losses.  The Company considers collateral values and guarantees in the determination of such specific allocations.
Additional factors considered by the Company in evaluating the overall adequacy of the allowance include historical
net loan losses, the level and composition of nonaccrual, past due and troubled debt restructurings, trends in volumes
and terms of loans, effects of changes in risk selection and underwriting standards or lending practices, lending staff
changes, concentrations of credit, industry conditions and the current economic conditions in the region where the
Company operates.

The Company estimates the appropriate level of allowance for loan losses by separately evaluating large impaired
loans, large adversely classified loans and nonimpaired loans.

Impaired loans
The Company individually evaluates certain loans for impairment.  In general, these loans have been internally
identified via the Company’s loan grading system as credits requiring management’s attention due to underlying
problems in the borrower’s business or collateral concerns.  This evaluation considers expected future cash flows, the
value of collateral and also other factors that may impact the borrower’s ability to make payments when due.  For loans
greater than $100,000 in the commercial, commercial real estate, agricultural, agricultural real estate segments,
impairment is individually measured each quarter using one of three alternatives: (1) the present value of expected
future cash flows discounted at the loan’s effective interest rate; (2) the loan’s observable market price, if available; or
(3) the fair value of the collateral less costs to sell for collateral dependent loans and loans for which foreclosure is
deemed to be probable. A specific allowance is assigned when expected cash flows or collateral do not justify the
carrying amount of the loan. The carrying value of the loan reflects reductions from prior charge-offs.

Adversely classified loans
A detailed analysis is also performed on each adversely classified (substandard or doubtful rated) borrower with an
aggregate, outstanding balance of $100,000 or more. This analysis includes commercial, commercial real estate,
agricultural, and agricultural real estate borrowers who are not currently identified as impaired but pose sufficient risk
to warrant in-depth review. Estimated collateral shortfalls are then calculated with allocations for each loan segment
based on the five-year historical average of collateral shortfalls adjusted for environmental factors including changes
in economic conditions, changes in credit policies or underwriting standards, and changes in the level of credit risk
associated with specific industries and markets. Because the economic and business climate in any given industry or
market, and its impact on any given borrower, can change rapidly, the risk profile of the loan portfolio is periodically
assessed and adjusted when appropriate. Consumer loans are evaluated for adverse classification based primarily on
the Uniform Retail Credit Classification and Account Management Policy established by the federal banking
regulators. Classification standards are generally based on delinquency status, collateral coverage, bankruptcy and the
presence of fraud.

Non-classified and Watch loans
For loans, in all segments of the portfolio, that are considered to possess levels of risk commensurate with a pass
rating, management establishes base loss estimations which are derived from historical loss experience.  Use of a
five-year historical loss period eliminates the effect of any significant losses that can be attributed to a single event or
borrower during a given reporting period. The base loss estimations for each loan segment are adjusted after
consideration of several environmental factors influencing the level of credit risk in the portfolio. In addition, loans
rated as watch are further segregated in the commercial / commercial real estate and agricultural / agricultural real
estate segments. These loans possess potential weaknesses that, if unchecked, may result in deterioration to the point
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of becoming a problem asset.  Due to the elevated risk inherent in these loans, an allocation of twice the adjusted base
loss estimation of the applicable loan segment is determined appropriate.

Due to weakened economic conditions during recent years, the Company established allocations for each of the loan
segments at levels above the base loss estimations. Some of the economic factors included the potential for reduced
cash flow for commercial operating loans from reduction in sales or increased operating costs, decreased occupancy
rates for commercial buildings, reduced levels of home sales for commercial land developments, the uncertainty
regarding grain prices and increased operating costs for farmers, and increased levels of unemployment and
bankruptcy impacting consumer’s ability to pay. Each of these economic uncertainties was taken into consideration in
developing the level of the reserve. The Company has not materially changed any aspect of its overall approach in the
determination of the allowance for loan losses.  However, on an on-going basis the Company continues to refine the
methods used in determining management’s best estimate of the allowance for loan losses.
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The following tables present the balance in the allowance for loan losses and the recorded investment in loans based
on portfolio segment and impairment method for the three and six-months ended June 30, 2013 and 2012 and for the
year ended December 31, 2012 (in thousands):

Commercial/
Commercial
Real Estate

Agricultural/
Agricultural
Real Estate

Residential 
Real Estate Consumer Unallocated Total

Three months ended June 30, 2013
Allowance for loan losses:
Balance, beginning of period $9,341 $417 $719 $422 $1,085 $11,984
Provision charged to expense 40 (3 ) 92 (15 ) 138 252
Losses charged off (98 ) — (19 ) (51 ) — (168 )
Recoveries 21 — 1 41 — 63
Balance, end of period $9,304 $414 $793 $397 $1,223 $12,131
Ending balance:
Individually evaluated for impairment $439 $— $— $— $— $439
Collectively evaluated for impairment $8,865 $414 $793 $397 $1,223 $11,692
Three months ended June 30, 2012
Allowance for loan losses:
Balance, beginning of period $8,810 $570 $710 $386 $817 $11,293
Provision charged to expense 453 76 68 27 (208 ) 416
Losses charged off (295 ) (12 ) (44 ) (47 ) (398 )
Recoveries 39 67 9 29 144
Balance, end of period $9,007 $701 $743 $395 $609 $11,455
Ending balance:
Individually evaluated for impairment $645 $89 $— $— $— $734
Collectively evaluated for impairment $8,362 $612 $743 $395 $609 $10,721
 Six months ended June 30, 2013
Allowance for loan losses:
Balance, beginning of year $9,301 $558 $726 $403 $788 $11,776
Provision charged to expense 284 (145 ) 144 14 435 732
Losses charged off (367 ) — (86 ) (97 ) — (550 )
Recoveries 86 1 9 77 — 173
Balance, end of period $9,304 $414 $793 $397 $1,223 $12,131
Ending balance:
Individually evaluated for impairment $439 $— $— $— $— $439
Collectively evaluated for impairment $8,865 $414 $793 $397 $1,223 $11,692
Loans:
Ending balance $564,526 $147,218 $188,255 $15,814 $— $915,813
Ending balance:
Individually evaluated for impairment $5,232 $312 $— $— $— $5,544
Collectively evaluated for impairment $559,294 $146,906 $188,255 $15,814 $— $910,269
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Commercial/
Commercial
Real Estate

Agricultural/
Agricultural
Real Estate

Residential 
Real Estate Consumer Unallocated Total

 Six months ended June 30, 2012
Allowance for loan losses:
Balance, beginning of year $8,791 $546 $636 $378 $769 $11,120
Provision charged to expense 748 100 291 52 (160 ) 1,031
Losses charged off (598 ) (12 ) (205 ) (95 ) — (910 )
Recoveries 66 67 21 60 — 214
Balance, end of period $9,007 $701 $743 $395 $609 $11,455
Ending balance:
Individually evaluated for impairment $645 $89 $— $— $— $734
Collectively evaluated for impairment $8,362 $612 $743 $395 $609 $10,721
Loans:
Ending balance $517,406 $132,611 $179,577 $15,600 $731 $845,925
Ending balance:
Individually evaluated for impairment $4,487 $947 $— $— $— $5,434
Collectively evaluated for impairment $512,919 $131,664 $179,577 $15,600 $731 $840,491
Year ended December 31, 2012
Allowance for loan losses:
Balance, beginning of year $8,791 $546 $636 $378 $769 $11,120
Provision charged to expense 1,979 (47 ) 580 116 19 2,647
Losses charged off (1,586 ) (12 ) (524 ) (249 ) — (2,371 )
Recoveries 117 71 34 158 — 380
Balance, end of year $9,301 $558 $726 $403 $788 $11,776
Ending balance:
Individually evaluated for impairment $457 $54 $— $— $— $511
Collectively evaluated for impairment $8,844 $504 $726 $403 $788 $11,265
Loans:
Ending balance $569,717 $145,695 $179,309 $16,066 $278 $911,065
Ending balance:
Individually evaluated for impairment $5,334 $1,230 $— $— $— $6,564
Collectively evaluated for impairment $564,383 $144,465 $179,309 $16,066 $278 $904,501
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Consistent with regulatory guidance, charge-offs on all loan segments are taken when specific loans, or portions
thereof, are considered uncollectible. The Company’s policy is to promptly charge these loans off in the period the
uncollectible loss is reasonably determined.

For all loan portfolio segments except 1-4 family residential properties and consumer, the Company promptly
charges-off loans, or portions thereof, when available information confirms that specific loans are uncollectible based
on information that includes, but is not limited to, (1) the deteriorating financial condition of the borrower, (2)
declining collateral values, and/or (3) legal action, including bankruptcy, that impairs the borrower’s ability to
adequately meet its obligations. For impaired loans that are considered to be solely collateral dependent, a partial
charge-off is recorded when a loss has been confirmed by an updated appraisal or other appropriate valuation of the
collateral.

The Company charges-off 1-4 family residential and consumer loans, or portions thereof, when the Company
reasonably determines the amount of the loss. The Company adheres to timeframes established by applicable
regulatory guidance which provides for the charge-down of 1-4 family first and junior lien mortgages to the net
realizable value less costs to sell when the loan is 180 days past due, charge-off of unsecured open-end loans when the
loan is 180 days past due, and charge down to the net realizable value when other secured loans are 120 days past due.
Loans at these respective delinquency thresholds for which the Company can clearly document that the loan is both
well-secured and in the process of collection, such that collection will occur regardless of delinquency status, need not
be charged off.

Credit Quality

The Company categorizes loans into risk categories based on relevant information about the ability of borrowers to
service their debt such as:  current financial information, historical payment experience, collateral support, credit
documentation, public information, and current economic trends, among other factors. The Company analyzes loans
individually by classifying the loans as to credit risk. This analysis includes loans with an outstanding balance greater
than $100,000 and non-homogeneous loans, such as commercial and commercial real estate loans.  This analysis is
performed on a continuous basis. The Company uses the following definitions for risk ratings:

Watch. Loans classified as watch have a potential weakness that deserves management’s close attention.  If left
uncorrected, these potential weaknesses may result in deterioration of the repayment prospects for the loan or of the
institution’s credit position at some future date.

Substandard. Loans classified as substandard are inadequately protected by the current sound-worthiness and paying
capacity of the obligor or of the collateral pledged, if any.  Loans so classified have a well-defined weakness or
weaknesses that jeopardize the liquidation of the debt. They are characterized by the distinct possibility that the
institution will sustain some loss if the deficiencies are not corrected.

Doubtful. Loans classified as doubtful have all the weaknesses inherent in those classified as substandard, with the
added characteristic that the weaknesses make collection or liquidation in full, on the basis of currently existing
factors, conditions and values, highly questionable and improbable.

Loans not meeting the criteria above that are analyzed individually as part of the above described process are
considered pass rated loans.
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The following tables present the credit risk profile of the Company’s loan portfolio based on rating category and
payment activity as of June 30, 2013 and December 31, 2012 (in thousands):

Construction &
Land Development

Agricultural Real
Estate

1-4 Family Residential
Properties

Multifamily
Residential
Properties

2013 2012 2013 2012 2013 2012 2013 2012
Pass $18,737 $27,217 $93,283 $82,516 $185,885 $183,880 $44,207 $44,863
Watch 2,099 2,135 1,225 2,662 275 424 — —
Substandard 1,766 1,989 769 1,093 2,095 2,194 — —
Doubtful — — — — — — — —
Total $22,602 $31,341 $95,277 $86,271 $188,255 $186,498 $44,207 $44,863

Commercial Real Estate
(Nonfarm/Nonresidential) Agricultural Loans Commercial &

Industrial Loans Consumer Loans

2013 2012 2013 2012 2013 2012 2013 2012
Pass $ 308,675 $ 287,794 $51,111 $56,899 $141,874 $157,461 $15,774 $16,236
Watch 22,636 24,213 — 958 10,073 1,588 — 14
Substandard 3,493 4,315 830 3,157 1,128 1,250 40 14
Doubtful — — — — — — — —
Total $ 334,804 $ 316,322 $51,941 $61,014 $153,075 $160,299 $15,814 $16,264

All Other Loans Total Loans
2013 2012 2013 2012

Pass $9,838 $8,193 $869,384 $865,059
Watch — — 36,308 31,994
Substandard — — 10,121 14,012
Doubtful — — — —
Total $9,838 $8,193 $915,813 $911,065
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The following table presents the Company’s loan portfolio aging analysis at June 30, 2013 and December 31, 2012 (in
thousands): 

30-59
days Past
Due

60-89
days Past
Due

90 Days
or More
Past Due

Total
Past Due Current Total Loans

Receivable

Total Loans
> 90 days &
Accruing

June 30, 2013
Construction and land
development $— $— $13 $13 $22,589 $22,602 $—

Agricultural real estate 153 — 103 256 95,021 95,277 —
1-4 Family residential
properties 523 310 478 1,311 186,944 188,255 —

Multifamily residential
properties — — — — 44,207 44,207 —

Commercial real estate 195 388 215 798 334,006 334,804 —
Loans secured by real estate 871 698 809 2,378 682,767 685,145 —
Agricultural loans 50 — 209 259 51,682 51,941 —
Commercial and industrial
loans 83 254 163 500 152,575 153,075 —

Consumer loans 81 36 24 141 15,673 15,814 —
All other loans — — — — 9,838 9,838 —
Total loans $1,085 $988 $1,205 $3,278 $912,535 $915,813 $—
December 31, 2012
Construction and land
development $— $53 $— $53 $31,288 $31,341 $—

Agricultural real estate 592 — 293 885 85,386 86,271 —
1-4 Family residential
properties 1,351 40 944 2,335 184,163 186,498 —

Multifamily residential
properties — — — — 44,863 44,863 —

Commercial real estate 262 911 255 1,428 314,894 316,322 —
Loans secured by real estate 2,205 1,004 1,492 4,701 660,594 665,295 —
Agricultural loans — — 620 620 60,394 61,014 —
Commercial and industrial
loans 413 275 53 741 159,558 160,299 —

Consumer loans 119 24 39 182 16,082 16,264 —
All other loans — — — — 8,193 8,193 —
Total loans $2,737 $1,303 $2,204 $6,244 $904,821 $911,065 $—
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Impaired Loans

Within all loan portfolio segments, loans are considered impaired when, based on current information and events, it is
probable the Company will be unable to collect all amounts due from the borrower in accordance with the contractual
terms of the loan. The entire balance of a loan is considered delinquent if the minimum payment contractually
required to be made is not received by the specified due date. Impaired loans, excluding certain troubled debt
restructured loans, are placed on nonaccrual status. Impaired loans include nonaccrual loans and loans modified in
troubled debt restructurings where concessions have been granted to borrowers experiencing financial
difficulties.  These concessions could include a reduction in the interest rate on the loan, payment extensions,
forgiveness of principal, forbearance or other actions intended to maximize collection. It is the Company’s policy to
have any restructured loans which are on nonaccrual status prior to being modified remain on nonaccrual status until,
in the opinion of management, the financial position of the borrower indicates there is no longer any reasonable doubt
as to the timely collection of interest or principal. If the restructured loan is on accrual status prior to being modified,
the loan is reviewed to determine if the modified loan should remain on accrual status.

The Company’s policy is to discontinue the accrual of interest income on all loans for which principal or interest is
ninety days past due.  The accrual of interest is discontinued earlier when, in the opinion of management, there is
reasonable doubt as to the timely collection of interest or principal.  Once interest accruals are discontinued, accrued
but uncollected interest is charged against current year income. Subsequent receipts on non-accrual loans are recorded
as a reduction of principal, and interest income is recorded only after principal recovery is reasonably assured. Interest
on loans determined to be troubled debt restructurings is recognized on an accrual basis in accordance with the
restructured terms if the loan is in compliance with the modified terms.  

Nonaccrual loans are returned to accrual status when, in the opinion of management, the financial position of the
borrower indicates there is no longer any reasonable doubt as to the timely collection of interest or principal. The
Company requires a period of satisfactory performance of not less than six months before returning a nonaccrual loan
to accrual status.
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The following tables present impaired loans as of June 30, 2013 and December 31, 2012 (in thousands):

June 30, 2013 December 31, 2012

Recorded
Balance

Unpaid
Principal
Balance

Specific
Allowance

Recorded
Balance

Unpaid
Principal
Balance

Specific
Allowance

Loans with a specific allowance:
Construction and land development $1,408 $2,109 $181 $1,114 $1,529 $295
Agricultural real estate — — — — — —
1-4 Family residential properties — — — 636 723 162
Multifamily residential properties — — — — — —
Commercial real estate 819 819 89 — — —
Loans secured by real estate 2,227 2,928 270 1,750 2,252 457
Agricultural loans — — — 310 310 54
Commercial and industrial loans 812 812 167 — — —
Consumer loans 12 12 2 — — —
All other loans — — — — — —
Total loans $3,051 $3,752 $439 $2,060 $2,562 $511
Loans without a specific allowance:
Construction and land development $13 $21 $— $408 $694 $—
Agricultural real estate 216 226 — 418 429 —
1-4 Family residential properties 1,191 1,796 — 1,269 1,792 —
Multifamily residential properties — — — — — —
Commercial real estate 1,515 1,575 — 2,063 2,253 —
Loans secured by real estate 2,935 3,618 — 4,158 5,168 —
Agricultural loans 209 209 — 620 1,568 —
Commercial and industrial loans 597 898 — 704 — —
Consumer loans 44 83 — 51 58 —
All other loans — — — — — —
Total loans $3,785 $4,808 $— $5,533 $6,794 $—
Total loans:
Construction and land development $1,421 $2,130 $181 $1,522 $2,223 $295
Agricultural real estate 216 226 — 418 429 —
1-4 Family residential properties 1,191 1,796 — 1,905 2,515 162
Multifamily residential properties — — — — — —
Commercial real estate 2,334 2,394 89 2,063 2,253 —
Loans secured by real estate 5,162 6,546 270 5,908 7,420 457
Agricultural loans 209 209 — 930 1,878 54
Commercial and industrial loans 1,409 1,710 167 704 — —
Consumer loans 56 95 2 51 58 —
All other loans — — — — — —
Total loans $6,836 $8,560 $439 $7,593 $9,356 $511
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The following tables present average recorded investment and interest income recognized on impaired loans for the
three and six-month periods ended June 30, 2013 and 2012 (in thousands):

For the three months ended
June 30, 2013 June 30, 2012
Average
Investment
in Impaired
Loans

Interest
Income
Recognized

Average
Investment
in Impaired
Loans

Interest
Income
Recognized

Construction and land development $1,425 $— $1,014 $—
Agricultural real estate 216 — 206 —
1-4 Family residential properties 1,283 1 1,621 —
Multifamily residential properties — — —
Commercial real estate 2,353 — 2,437 7
Loans secured by real estate 5,277 1 5,278 7
Agricultural loans 229 — 864 —
Commercial and industrial loans 1,430 — 780 3
Consumer loans 57 1 15 —
All other loans — — — —
Total loans $6,993 $2 $6,937 $10

For the six months ended
June 30, 2013 June 30, 2012
Average
Investment
in Impaired
Loans

Interest
Income
Recognized

Average
Investment
in Impaired
Loans

Interest
Income
Recognized

Construction and land development $1,445 $— $1,014 $—
Agricultural real estate 217 — 206 —
1-4 Family residential properties 1,414 2 1,632 —
Multifamily residential properties — — — —
Commercial real estate 2,389 — 2,349 14
Loans secured by real estate 5,465 2 5,201 14
Agricultural loans 253 — 883 —
Commercial and industrial loans 1,482 — 834 7
Consumer loans 59 1 17 —
All other loans — — — —
Total loans $7,259 $3 $6,935 $21

The amount of interest income recognized by the Company within the periods stated above was due to loans modified
in a troubled debt restructuring that remained on accrual status.  The balance of loans modified in a troubled debt
restructuring included in the impaired loans stated above that were still accruing was $103,000 of 1-4 Family
residential properties and $22,000 of consumer loans at June 30, 2013 and $7,000 of 1-4 family residential properties,
$389,000 of commercial real estate and $304,000 of commercial and industrial at June 30, 2012. For the six months
ended June 30, 2013 and 2012, the amount of interest income recognized using a cash-basis method of accounting
during the period that the loans were impaired was not material.
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Non Accrual Loans

The following table presents the Company’s recorded balance of nonaccrual loans as June 30, 2013 and December 31,
2012 (in thousands). This table excludes purchased impaired loans and performing troubled debt restructurings.

June 30,
2013

December 31,
2012

Construction and land development $1,421 $1,522
Agricultural real estate 216 418
1-4 Family residential properties 1,088 1,899
Multifamily residential properties — —
Commercial real estate 2,334 2,063
Loans secured by real estate 5,059 5,902
Agricultural loans 209 930
Commercial and industrial loans 1,409 704
Consumer loans 34 37
All other loans — —
Total loans $6,711 $7,573

Interest income that would have been recorded under the original terms of such nonaccrual loans totaled $72,000 and
$130,000 for the six months ended June 30, 2013 and 2012, respectively.

Troubled Debt Restructuring

The balance of troubled debt restructurings at June 30, 2013 and December 31, 2012 was $3,285,000 and $3,339,000,
respectively.  Approximately $352,000 and $295,000 in specific reserves have been established with respect to these
loans as of June 30, 2013 and December 31, 2012, respectively. As troubled debt restructurings, these loans are
included in nonperforming loans and are classified as impaired which requires that they be individually measured for
impairment. The modification of the terms of these loans included one or a combination of the following: a reduction
of stated interest rate of the loan; an extension of the maturity date and change in payment terms; or a permanent
reduction of the recorded investment in the loan.

The following table presents the Company’s recorded balance of troubled debt restructurings at June 30, 2013 and
December 31, 2012 (in thousands).

Troubled debt restructurings: June 30,
2013

December 31,
2012

Construction and land development $1,409 $1,522
1-4 Family residential properties 511 445
Commercial real estate 898 950
Loans secured by real estate 2,818 2,917
Commercial and industrial loans 446 408
Consumer loans 21 14
Total $3,285 $3,339
Performing troubled debt restructurings:
1-4 Family residential properties $103 $6
Commercial real estate — —
Loans secured by real estate 103 6
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Commercial and industrial loans — —
Consumer loans 22 14
Total $125 $20
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The following table presents loans modified as TDRs during the six months ended  June 30, 2013 and 2012, as a result
of various modified loan factors (in thousands):

June 30, 2013 June 30, 2012
Number of
Modifications

Recorded
Investment

Type of
Modifications

Number of
Modifications

Recorded
Investment

Type of
Modifications

Construction and land
development — $ — 3 $ 1,014 (a)

1-4 Family residential
properties 3 98 (a)(b)(c) 2 94 (b)

Commercial real estate — — 5 296 (b)
Loans secured by real estate 3 98 10 1,404
Commercial and industrial
loans 1 56 (a)(b) 1 16 (a)(b)

Consumer Loans 1 8 (c) — —
Total 5 $ 162 11 $ 1,420

Type of modifications:
(a) Reduction of stated interest rate of loan
(b) Change in payment terms
(c) Extension of maturity date

A loan is considered to be in payment default once it is 90 days past due under the modified terms.  There were no
loans modified as troubled debt restructurings during the prior twelve months that experienced defaults during the six
months ended June 30, 2013 or the year ended December 31, 2012.

Note 5 -- Repurchase Agreements and Other Borrowings

Securities sold under agreements to repurchase had a decrease of $18.8 million during the first six months of 2013
primarily due to the seasonal declines in balances of various customers.

Note 6 -- Fair Value of Assets and Liabilities

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date.  Fair value measurements must maximize the use of observable
inputs and minimize the use of unobservable inputs.  There is a hierarchy of three levels of inputs that may be used to
measure fair value:

Level 1
Valuations for assets and liabilities traded in active exchange markets, such as the New York Stock
Exchange.  Valuations are obtained from readily available pricing sources for market transactions
involving identical assets or liabilities.

Level 2 Valuations for assets and liabilities traded in less active dealer or broker markets.  Valuations are
obtained from third party pricing services for identical or comparable assets or liabilities which use
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observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities;
quoted prices in active markets that are not active; or other inputs that are observable or can be
corroborated by observable market data for substantially the full term of the assets or liabilities.

Level 3 Unobservable inputs that are supported by little or no market activity and that are significant to the
fair value of the assets or liabilities.
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Following is a description of the inputs and valuation methodologies used for assets measured at fair value on a
recurring basis and recognized in the accompanying balance sheets, as well as the general classification of such assets
pursuant to the valuation hierarchy.

Available-for-Sale Securities. The fair value of available-for-sale securities is determined by various valuation
methodologies.  Where quoted market prices are available in an active market, securities are classified within Level 1.
If quoted market prices are not available, then fair values are estimated by using quoted prices of securities with
similar characteristics or independent asset pricing services and pricing models, the inputs of which are market-based
or independent sources of market parameters, including but not limited to, yield curves, interest rates, volatilities,
prepayments, defaults, cumulative loss projections and cash flows.  Such securities are classified in Level 2 of the
valuation hierarchy. In certain cases where Level 1 or Level 2 inputs are not available, securities are classified within
Level 3 of the hierarchy and include subordinated tranches of collateralized mortgage obligations and investments in
trust preferred securities.

Fair value determinations for Level 3 measurements of securities are the responsibility of the Treasury function of the
Company.  The Company contracts with a pricing specialist to generate fair value estimates on a monthly basis.  The
Treasury function of the Company challenges the reasonableness of the assumptions used and reviews the
methodology to ensure the estimated fair value complies with accounting standards generally accepted in the United
States, analyzes the changes in fair value and compares these changes to internally developed expectations and
monitors these changes for appropriateness.

The trust preferred securities are collateralized debt obligation securities that are backed by trust preferred securities
issued by banks, thrifts, and insurance companies. The market for these securities at June 30, 2013 is not active and
markets for similar securities are also not active. The inactivity was evidenced first by a significant widening of the
bid-ask spread in the brokered markets in which trust preferred securities trade and then by a significant decrease in
the volume of trades relative to historical levels. The new issue market is also inactive and will continue to be, as a
result of the Dodd-Frank Act’s elimination of trust preferred securities from Tier 1 capital for certain holding
companies. There are currently very few market participants who are willing and or able to transact for these
securities. The market values for these securities are very depressed relative to historical levels.

Given conditions in the debt markets today and the absence of observable transactions in the secondary and new issue
markets, we determined:

•The few observable transactions and market quotations that are available are not reliable for purposes of determining
fair value at June 30, 2013,

•
An income valuation approach technique (present value technique) that maximizes the use of relevant observable
inputs and minimizes the use of unobservable inputs will be equally or more representative of fair value than the
market approach valuation technique used at prior measurement dates, and

•The trust preferred securities held by the Company will be classified within Level 3 of the fair value hierarchy
because we determined that significant adjustments are required to determine fair value at the measurement date.
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The following table presents the Company’s assets that are measured at fair value on a recurring basis and the level
within the fair value hierarchy in which the fair value measurements fall as of June 30, 2013 and December 31, 2012
(in thousands):

Fair Value Measurements Using

Fair Value

Quoted Prices
in Active
Markets for
Identical
Assets (Level
1)

Significant
Other
Observable
Inputs (Level
2)

Significant
Unobservable
Inputs
(Level 3)

June 30, 2013
Available-for-sale securities:
U.S. Treasury securities and obligations of U.S.
government corporations and agencies $207,517 $— $207,517 $—

Obligations of states and political subdivisions 59,393 — 59,393 —
Mortgage-backed securities 260,047 — 260,047 —
Trust preferred securities 835 — — 835
Other securities 6,043 53 5,990 —
Total available-for-sale securities $533,835 $53 $532,947 $835
December 31, 2012
Available-for-sale securities:
U.S. Treasury securities and obligations of U.S.
government corporations and agencies $182,169 $— $182,169 $—

Obligations of states and political subdivisions 56,207 — 56,207 —
Mortgage-backed securities 259,460 — 259,460 —
Trust preferred securities 585 — — 585
Other securities 9,888 60 9,828 —
Total available-for-sale securities $508,309 $60 $507,664 $585
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The change in fair value of assets measured on a recurring basis using significant unobservable inputs (Level 3) for
the six months ended June 30, 2013 and 2012 is summarized as follows (in thousands):

Available-for-Sale Securities

June 30, 2013 Mortgage-backed
Securities

Trust
Preferred
Securities

Total

Beginning balance $— $585 $585
Transfers into Level 3 — — —
Transfers out of Level 3 — — —
Total gains or losses
Included in net income — — —
Included in other comprehensive income (loss) — 434 434
Purchases, issuances, sales and settlements
Purchases — — —
Issuances — — —
Sales — — —
Settlements — (184 ) (184 )
Ending balance $— $835 $835
Total gains or losses for the period included in net income attributable to the
change in unrealized gains or losses related to assets and liabilities still held
at the reporting date

$— $— $—

Available-for-Sale Securities

June 30, 2012 Mortgage-backed
Securities

Trust
Preferred
Securities

Total

Beginning balance $58 $719 $777
Transfers into Level 3 — — —
Transfers out of Level 3 (58 ) — (58 )
Total gains or losses
Included in net income — — —
Included in other comprehensive income (loss) — 182 182
Purchases, issuances, sales and settlements
Purchases — — —
Issuances — — —
Sales — — —
Settlements — (253 ) (253 )
Ending balance $— $648 $648
Total gains or losses for the period included in net income attributable to the
change in unrealized gains or losses related to assets and liabilities still held
at the reporting date

$— $— $—

Following is a description of the valuation methodologies used for assets measured at fair value on a nonrecurring
basis and recognized in the accompanying balance sheets, as well as the general classification of such assets pursuant
to the valuation hierarchy.

Impaired Loans (Collateral Dependent). Loans for which it is probable that the Company will not collect all principal
and interest due according to contractual terms are measured for impairment.  Allowable methods for determining the
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amount of impairment and estimating fair value include using the fair value of the collateral for collateral dependent
loans.
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If the impaired loan is identified as collateral dependent, then the fair value method of measuring the amount of
impairment is utilized. This method requires obtaining a current independent appraisal of the collateral and applying a
discount factor to the value. Impaired loans that are collateral dependent are classified within Level 3 of the fair value
hierarchy when impairment is determined using the fair value method.

Management establishes a specific allowance for impaired loans that have an estimated fair value that is below the
carrying value. The total carrying amount of loans for which a specific allowance has been established as of June 30,
2013 was $2,479,000 and a fair value of $2,040,000 resulting in specific loss exposures of $439,000.

When there is little prospect of collecting principal or interest, loans, or portions of loans, may be charged-off to the
allowance for loan losses.  Losses are recognized in the period an obligation becomes uncollectible.  The recognition
of a loss does not mean that the loan has absolutely no recovery or salvage value, but rather that it is not practical or
desirable to defer writing off the loan even though partial recovery may be affected in the future.

Foreclosed Assets Held For Sale. Other real estate owned acquired through loan foreclosure are initially recorded at
fair value less costs to sell when acquired, establishing a new cost basis. The adjustment at the time of foreclosure is
recorded through the allowance for loan losses. Due to the subjective nature of establishing the fair value when the
asset is acquired, the actual fair value of the other real estate owned or foreclosed asset could differ from the original
estimate. If it is determined that fair value declines subsequent to foreclosure, a valuation allowance is recorded
through noninterest expense. Operating costs associated with the assets after acquisition are also recorded as
noninterest expense. Gains and losses on the disposition of other real estate owned and foreclosed assets are netted
and posted to other noninterest expense. The total carrying amount of other real estate owned as of June 30, 2013 was
$1,003,000. Other real estate owned included in the total carrying amount and measured at fair value on a
nonrecurring basis during the period amounted to $297,000.

The following table presents the fair value measurement of assets measured at fair value on a nonrecurring basis and
the level within the fair value hierarchy in which the fair value measurements fall at June 30, 2013 and December 31,
2012 (in thousands):

Fair Value Measurements Using

Fair Value

Quoted Prices
in Active
Markets for
Identical
Assets (Level
1)

Significant
Other
Observable
Inputs (Level
2)

Significant
Unobservable
Inputs
(Level 3)

June 30, 2013
Impaired loans (collateral dependent) $2,040 $— $— $2,040
Foreclosed assets held for sale 297 — — 297
December 31, 2012
Impaired loans (collateral dependent) $2,681 $— $— $2,681
Foreclosed assets held for sale 70 — — 70

Sensitivity of Significant Unobservable Inputs

The following is a discussion of the sensitivity of significant unobservable inputs, the interrelationships between those
inputs and other unobservable inputs used in recurring fair value measurement and of how those inputs might magnify
or mitigate the effect of changes in the unobservable inputs on the fair value measurement.
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Trust Preferred Securities. The significant unobservable inputs used in the fair value measurement of the Company’s
trust preferred securities are offered quotes and comparability adjustments.  Significant increases (decreases) in any of
those inputs in isolation would result in a significantly lower (higher) fair value measurement.  Generally, changes in
either of those inputs will not affect the other input.
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The following table presents quantitative information about unobservable inputs used in recurring and nonrecurring
Level 3 fair value measurements other than goodwill.

Fair Value at
June 30,
2013

Valuation
Technique Unobservable Inputs Range (Weighted Average)

Trust Preferred Securities $835 Discounted
cash flow

Discount rate 8.7 %- 18.5% ( 16.8 %)
Constant prepayment rate
(1) 1.34 %

Cumulative projected
prepayments 22.9 %- 53.8% ( 28.1 %)

Probability of default 0.4 %- 7.3% ( 1.5 %)
Projected cures given
deferral 0 %- 11.5% ( 10.5 %)

Loss severity 95.0 %- 100.0% ( 95.9 %)
Impaired loans (collateral
dependent) $2,040 Third party

valuations
Discount to reflect
realizable value 0 %- 40% ( 20 %)

Foreclosed assets held for
sale $297 Third party

valuations

Discount to reflect
realizable value less
estimated selling costs

0 %- 40% ( 35 %)

(1)Every five years

Other. The following methods were used to estimate the fair value of all other financial instruments recognized in the
accompanying balance sheets at amounts other than fair value.

Cash and Cash Equivalents and Federal Reserve and Federal Home Loan Bank Stock
The carrying amount approximates fair value.

Certificates of Deposit Investments
The fair value of certificates of deposit investments is estimated using a discounted cash flow calculation that applies
the rates currently offered for deposits of similar remaining maturities.

Held-to-maturity Securities
Fair value is based on quoted market prices, if available. If a quoted market price is not available, fair value is
estimated using quoted market prices for similar securities.

Loans
For loans with floating interest rates, it is assumed that the estimated fair values generally approximate the carrying
amount balances.  Fixed rate loans have been valued using a discounted present value of projected cash flow. The
discount rate used in these calculations is the current rate at which similar loans would be made to borrowers with
similar credit ratings and for the same remaining maturities.  The carrying amount of accrued interest approximates its
fair value.

Deposits
Deposits include demand deposits, savings accounts, NOW accounts and certain money market deposits. The carrying
amount of these deposits approximates fair value. The fair value of fixed-maturity time deposits is estimated using a
discounted cash flow calculation that applies the rates currently offered for deposits of similar remaining maturities.
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Securities Sold Under Agreements to Repurchase
The fair value of securities sold under agreements to repurchased is estimated using a discounted cash flow calculation
that applies the rates currently offered for deposits of similar remaining maturities.

Short-term Borrowings and Interest Payable
The carrying amount approximates fair value.

Long-term Debt and Federal Home Loan Bank Advances
Rates currently available to the Company for debt with similar terms and remaining maturities are used to estimate the
fair value of existing debt.
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The following tables present estimated fair values of the Company’s financial instruments at June 30, 2013 and
December 31, 2012 in accordance with FAS 107-1 and APB 28-1, codified with ASC 805 (in thousands):

Carrying
Amount

Fair
Value Level 1 Level 2 Level 3

June 30, 2013
Financial Assets
Cash and due from banks $31,367 $31,367 $31,367 $— $—
Federal funds sold 498 498 498 — —
Certificates of deposit investments 1,992 1,992 1,992 — —
Available-for-sale securities 533,835 533,835 53 532,947 835
Loans held for sale 2,068 2,068 — 2,068 —
Loans net of allowance for loan losses 901,614 914,278 — — 914,278
Interest receivable 5,986 5,986 — 5,986 —
Federal Reserve Bank stock 1,522 1,522 — 1,522 —
Federal Home Loan Bank stock 3,391 3,391 — 3,391 —
Financial Liabilities
Deposits $1,271,134 $1,266,715 $— $1,071,703 $195,012
Securities sold under agreements to repurchase 94,694 94,699 — 94,699 —
Interest payable 271 271 — 271 —
Federal Home Loan Bank borrowings 12,500 13,071 — 13,071 —
Junior subordinated debentures 20,620 12,078 — 12,078 —
December 31, 2012
Financial Assets
Cash and due from banks $62,213 $62,213 $62,213 $— $—
Federal funds sold 20,499 20,499 20,499 — —
Certificates of deposit investments 6,665 6,669 6,669 — —
Available-for-sale securities 508,309 508,309 60 507,664 585
Loans held for sale 212 212 — 212 —
Loans net of allowance for loan losses 899,077 908,281 — — 908,281
Interest receivable 6,775 6,775 — 6,775 —
Federal Reserve Bank stock 1,522 1,522 — 1,522 —
Federal Home Loan Bank stock 3,293 3,293 — 3,293 —
Financial Liabilities
Deposits $1,274,065 $1,275,127 $— $1,066,788 $208,339
Securities sold under agreements to repurchase 113,484 113,490 — 113,490 —
Interest payable 341 341 — 341 —
Federal Home Loan Bank borrowings 5,000 5,719 — 5,719 —
Junior subordinated debentures 20,620 11,386 — 11,386 —
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ITEM 2.   MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion and analysis is intended to provide a better understanding of the consolidated financial
condition and results of operations of the Company and its subsidiaries as of, and for the three and six-month periods
ended June 30, 2013 and 2012.  This discussion and analysis should be read in conjunction with the consolidated
financial statements, related notes and selected financial data appearing elsewhere in this report.

Forward-Looking Statements

This report may contain certain forward-looking statements, such as discussions of the Company’s pricing and fee
trends, credit quality and outlook, liquidity, new business results, expansion plans, anticipated expenses and planned
schedules. The Company intends such forward-looking statements to be covered by the safe harbor provisions for
forward-looking statements contained in the Private Securities Litigation Reform Act of 1955. Forward-looking
statements, which are based on certain assumptions and describe future plans, strategies and expectations of the
Company, are identified by use of the words “believe,” ”expect,” ”intend,” ”anticipate,” ”estimate,” ”project,” or similar
expressions. Actual results could differ materially from the results indicated by these statements because the
realization of those results is subject to many risks and uncertainties, including those described in Item 1A-“Risk
Factors” and other sections of the Company’s Annual Report on Form 10-K and the Company’s other filings with the
SEC, and changes in interest rates, general economic conditions and those in the Company’s market area,
legislative/regulatory changes, monetary and fiscal policies of the U.S. Government, including policies of the U.S.
Treasury and the Federal Reserve Board, the quality or composition of the loan or investment portfolios and the
valuation of the investment portfolio, the Company’s success in raising capital and effecting and integrating
acquisitions, demand for loan products, deposit flows, competition, demand for financial services in the Company’s
market area and accounting principles, policies and guidelines. Furthermore, forward-looking statements speak only
as of the date they are made. Except as required under the federal securities laws or the rules and regulations of the
SEC, we do not undertake any obligation to update or review any forward-looking information, whether as a result of
new information, future events or otherwise. Further information concerning the Company and its business,
including  a discussion of these and additional factors that could materially affect the Company’s financial results, is
included in the Company’s 2012 Annual Report on Form 10-K under the headings ”Item 1. Business” and “Item 1A. Risk
Factors."

Overview

This overview of management’s discussion and analysis highlights selected information in this document and may not
contain all of the information that is important to you. For a more complete understanding of trends, events,
commitments, uncertainties, liquidity, capital resources, and critical accounting estimates which have an impact on the
Company’s financial condition and results of operations you should carefully read this entire document.

Net income was $7,193,000 and $6,869,000 for the six months ended June 30, 2013 and 2012, respectively. Diluted
net income per common share available to common stockholders was $0.84 and $0.80 for the six months ended June
30, 2013 and 2012. The following table shows the Company’s annualized performance ratios for the six months ended
June 30, 2013 and 2012, compared to the performance ratios for the year ended December 31, 2012:

Six months ended Year ended
June 30,
2013

June 30,
2012

December 31,
2012

Return on average assets 0.91 % 0.90 % 0.91 %
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Return on average common equity 9.45 % 9.46 % 9.53 %
Average equity to average assets 10.02 % 9.44 % 9.76 %

Total assets were $1.56 billion at June 30, 2013, compared to $1.58 billion as of December 31, 2012. From
December 31, 2012 to June 30, 2013, cash and interest bearing deposits declined $50.8 million and net loan balances
increased $2.5 million, and investment securities increased $25.5 million.
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Net loan balances were $902 million at June 30, 2013, an increase of $2.5 million, from $899 million at December 31,
2012.

Net interest margin, defined as net interest income divided by average interest-earning assets, was 3.34% for the six
months ended June 30, 2013, down from 3.43% for the same period in 2012. This decrease was primarily due to a
greater decline in rates on earnings assets compared to the decline in rates on interest-bearing liabilities. Net interest
income before the provision for loan losses was $24.5 million compared to net interest income of $24.3 million for the
same period in 2012.

Total non-interest income of $9.3 million increased 2.1% from $9.1 million for the same period last year. Mortgage
banking income increased from $563,000 for the second quarter of 2012 to $591,000 for the second quarter of this
year as there continued to be greater refinance activity and an increase in new purchase activity. Revenues from trust
and brokerage also increased from the second quarter of last year while insurance revenues declined due to lower
contingency income received from carriers based upon claims experience.

Another contributing factor to performance for the second quarter of 2013 was keeping total operating expenses at
approximately the same level as the second quarter of 2012. Despite increased regulatory operating costs, total
non-interest expense for second quarter was $21.5 million for 2013, a .6% increase from $21.4 million for the same
quarter of last year.

Following is a summary of the factors that contributed to the changes in net income (in thousands):
Change in Net Income
2013 versus 2012
Three months
ended June 30,

Six months
ended June 30,

Net interest income $83 $234
Provision for loan losses 164 299
Other income, including securities transactions 217 187
Other expenses (136 ) (131 )
Income taxes (142 ) (265 )
Increase in net income $186 $324

Credit quality is an area of importance to the Company. Total nonperforming loans were $6.8 million at June 30,
2013, compared to $6.9 million at June 30, 2012 and $7.6 million at December 31, 2012. See the discussion under the
heading “Loan Quality and Allowance for Loan Losses” for a detailed explanation of these balances. Repossessed asset
balances totaled $1 million at June 30, 2013 compared to $2.8 million on June 30, 2012 and $1.2 million on
December 31, 2012. The Company’s provision for loan losses for the six months ended June 30, 2013 and 2012 was
$732,000 and $1,031,000, respectively.  Total loans past due 30 days or more declined to .36% of loans June 30, 2013
compared to .69% of loans at December 31, 2012 and .64% at June 30, 2012.  At June 30, 2013, the composition of
the loan portfolio remained similar to the same period last year. Loans secured by both commercial and residential real
estate comprised approximately 74.7% of the loan portfolio as of June 30, 2013 and 73% as of December 31, 2012.
During the six months ended June 30, 2013, annualized net charge-offs were .08% of average loans compared to .17%
for the same period in 2012.

The Company’s capital position remains strong and the Company has consistently maintained regulatory capital ratios
above the “well-capitalized” standards. The Company’s Tier 1 capital to risk weighted assets ratio calculated under the
regulatory risk-based capital requirements at June 30, 2013 and 2012 and December 31, 2012 was 15.03%, 14.88%
and 14.51%, respectively. The Company’s total capital to risk weighted assets ratio calculated under the regulatory
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risk-based capital requirements at June 30, 2013 and 2012 and December 31, 2012 was 16.21%, 16.04% and 15.65%,
respectively.

The Company’s liquidity position remains sufficient to fund operations and meet the requirements of borrowers,
depositors, and creditors. The Company maintains various sources of liquidity to fund its cash needs. See the
discussion under the heading “Liquidity” for a full listing of sources and anticipated significant contractual obligations.

The Company enters into financial instruments with off-balance sheet risk in the normal course of business to meet
the financing needs of its customers. These financial instruments include lines of credit, letters of credit and other
commitments to extend credit.  The total outstanding commitments at June 30, 2013 and 2012 were $253 million and
$306.4 million,
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respectively.  The decrease in 2013 was primarily the result of several larger commercial and commercial real estate
lines of credit that were unfunded at June 30, 2013.

Federal Deposit Insurance Corporation Insurance Coverage. As an FDIC-insured institution, First Mid Bank is
required to pay deposit insurance premium assessments to the FDIC.  A number of developments with respect to the
FDIC insurance system have affected recent results.

On July 21, 2010, The Dodd-Frank Act permanently raised the standard maximum deposit insurance amount
(SMDIA) to $250,000. On November 9, 2010, the FDIC issued a final rule to implement Section 343 of the
Dodd-Frank Act, which provides unlimited deposit insurance coverage for “noninterest-bearing transaction accounts”
from December 31, 2010 through December 31, 2012. Also, the FDIC will no longer charge a separate assessment for
the insurance of these accounts under the Dodd-Frank Act provision.

On February 27, 2009, the FDIC adopted a final rule setting initial base assessment rates beginning April 1, 2009, at
12 to 45 basis points and, due to extraordinary circumstances, extended the period of the restoration plan to increase
the deposit insurance fund to seven years. Also on February 27, 2009, the FDIC issued final rules on changes to the
risk-based assessment system which imposes rates based on an institution’s risk to the deposit insurance fund. The new
rates increased the range of annual risk based assessment rates from 5 to 7 basis points to 7 to 24 basis points. The
final rules both increase base assessment rates and incorporate additional assessments for excess reliance on brokered
deposits and FHLB advances. This new assessment took effect April 1, 2009. The Company expensed $389,000 and
$206,000 for this assessment during the first six months of 2013 and 2012, respectively.

In addition to its insurance assessment, each insured bank was subject to quarterly debt service assessments in
connection with bonds issued by a government corporation that financed the federal savings and loan bailout.  The
Company expensed $46,000 and $23,000 during the first six months of 2013 and 2012, respectively, for this
assessment.

On September 29, 2009, the FDIC board proposed a Deposit Insurance Fund ("DIF") restoration plan that required
banks to prepay, on December 30, 2009, their estimated quarterly risk-based assessments for the fourth quarter of
2009 and for all of 2010, 2011 and 2012. Under the plan—which applied to all banks except those with liquidity
problems—banks were assessed through 2010 according to the risk-based premium schedule adopted in 2009. Beginning
January 1, 2011, the base rate increases by 3 basis points. The Company recorded a prepaid expense asset of
$4,855,000 as of December 31, 2009 as a result of this plan. This asset was being amortized to non-interest expense
over the three year period. In June 2013, as required by the DIF plan, the FDIC returned approximately $1,204,000,
the remainder of the prepaid assessment, to the Company.

Basel III. In September 2010, the Basel Committee on Banking Supervision proposed higher global minimum capital
standards, including a minimum Tier 1 common capital ratio and additional capital and liquidity requirements. On
July 2, 2013, the Federal Reserve Board approved a final rule to implement these reforms and changes required by the
Dodd-Frank Act. This final rule was subsequently adopted by the OCC and the FDIC.

As included in the proposed rule of June 2012, the final rule includes new risk-based capital and leverage ratios,
which will be phased in from 2015 to 2019, and refines the definition of what constitutes “capital” for purposes of
calculating those ratios. The new minimum capital level requirements applicable to the Company and First Mid Bank
beginning in 2015 are: (i) a new common equity Tier 1 capital ratio of 4.5%; (ii) a Tier 1 capital ratio of 6%; (iii) a
total capital ratio of 8%; and (iv) a Tier 1 leverage ratio of 4%. The rule also establishes a “capital conservation buffer”
of 2.5% above the new regulatory minimum capital requirements, which must consist entirely of common equity Tier
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1 capital and would result in the following minimum ratios: (i) a common equity Tier 1 capital ratio of 7.0%, (ii) a
Tier 1 capital ratio of 8.5%, and (iii) a total capital ratio of 10.5%. The new capital conservation buffer requirement
will be phased in beginning in January 2016 at 0.625% of risk weighted assets and will increase by that amount each
year until fully implemented in January 2019. An institution will be subject to limitations on paying dividends,
engaging in share repurchases and paying discretionary bonuses if its capital level falls below the buffer amount.
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The final rule also makes three changes to the proposed rule of June 2012 that impact the Company. First, the
proposed rule would have required banking organizations to include accumulated other comprehensive income
(“AOCI”) in common equity tier 1 capital. AOCI includes accumulated unrealized gains and losses on certain assets and
liabilities that have not been included in net income. Under existing general risk-based capital rules, most components
of AOCI are not included in a banking organization's regulatory capital calculations. The final rule allows community
banking organizations to make a one-time election not to include these additional components of AOCI in regulatory
capital and instead use the existing treatment under the general risk-based capital rules that excludes most AOCI
components from regulatory capital.

Second, the proposed rule would have modified the risk-weight framework applicable to residential mortgage
exposures to require banking organizations to divide residential mortgage exposure into two categories in order to
determine the applicable risk weight. The final rule, however, retains the existing treatment for residential mortgage
exposures under the general risk-based capital rules.

Third, the proposed rule would have required banking organizations with total consolidated assets of less than $15
billion as of December 31, 2009, such as the Company, to phase out over ten years any trust preferred securities and
cumulative perpetual preferred securities from its Tier 1 capital regulatory capital. The final rule, however,
permanently grandfathers into Tier 1 capital of depository institution holding companies with total consolidated assets
of less than $15 billion as of December 31, 2009 any trust preferred securities or cumulative perpetual preferred stock
issued before May 19, 2010, such as the Company's trust preferred securities and Series B Preferred Stock.

Critical Accounting Policies and Use of Significant Estimates

The Company has established various accounting policies that govern the application of U.S. generally accepted
accounting principles in the preparation of the Company’s financial statements. The significant accounting policies of
the Company are described in the footnotes to the consolidated financial statements included in the Company’s 2012
Annual Report on Form 10-K. Certain accounting policies involve significant judgments and assumptions by
management that have a material impact on the carrying value of certain assets and liabilities; management considers
such accounting policies to be critical accounting policies. The judgments and assumptions used by management are
based on historical experience and other factors, which are believed to be reasonable under the circumstances.
Because of the nature of the judgments and assumptions made by management, actual results could differ from these
judgments and assumptions, which could have a material impact on the carrying values of assets and liabilities and the
results of operations of the Company.

Allowance for Loan Losses. The Company believes the allowance for loan losses is the critical accounting policy that
requires the most significant judgments and assumptions used in the preparation of its consolidated financial
statements. An estimate of potential losses inherent in the loan portfolio are determined and an allowance for those
losses is established by considering factors including historical loss rates, expected cash flows and estimated collateral
values. In assessing these factors, the Company use organizational history and experience with credit decisions and
related outcomes. The allowance for loan losses represents the best estimate of losses inherent in the existing loan
portfolio. The allowance for loan losses is increased by the provision for loan losses charged to expense and reduced
by loans charged off, net of recoveries. The Company evaluates the allowance for loan losses quarterly. If the
underlying assumptions later prove to be inaccurate based on subsequent loss evaluations, the allowance for loan
losses is adjusted.

The Company estimates the appropriate level of allowance for loan losses by separately evaluating impaired and
nonimpaired loans. A specific allowance is assigned to an impaired loan when expected cash flows or collateral do not
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justify the carrying amount of the loan. The methodology used to assign an allowance to a nonimpaired loan is more
subjective. Generally, the allowance assigned to nonimpaired loans is determined by applying historical loss rates to
existing loans with similar risk characteristics, adjusted for qualitative factors including the volume and severity of
identified classified loans, changes in economic conditions, changes in credit policies or underwriting standards, and
changes in the level of credit risk associated with specific industries and markets. Because the economic and business
climate in any given industry or market, and its impact on any given borrower, can change rapidly, the risk profile of
the loan portfolio is continually assessed and adjusted when appropriate. Notwithstanding these procedures, there still
exists the possibility that the assessment could prove to be significantly incorrect and that an immediate adjustment to
the allowance for loan losses would be required.
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Other Real Estate Owned. Other real estate owned acquired through loan foreclosure is initially recorded at fair value
less costs to sell when acquired, establishing a new cost basis. The adjustment at the time of foreclosure is recorded
through the allowance for loan losses. Due to the subjective nature of establishing the fair value when the asset is
acquired, the actual fair value of the other real estate owned or foreclosed asset could differ from the original estimate.
If it is determined that fair value temporarily declines subsequent to foreclosure, a valuation allowance is recorded
through noninterest expense. Operating costs associated with the assets after acquisition are also recorded as
noninterest expense. Gains and losses on the disposition of other real estate owned and foreclosed assets are netted
and posted to other noninterest expense.

Investment in Debt and Equity Securities. The Company classifies its investments in debt and equity securities as
either held-to-maturity or available-for-sale in accordance with Statement of Financial Accounting  Standards (SFAS)
No. 115, “Accounting for Certain Investments in Debt and Equity Securities,” which was codified into ASC 320.
Securities classified as held-to-maturity are recorded at cost or amortized cost. Available-for-sale securities are carried
at fair value. Fair value calculations are based on quoted market prices when such prices are available. If quoted
market prices are not available, estimates of fair value are computed using a variety of techniques, including
extrapolation from the quoted prices of similar instruments or recent trades for thinly traded securities, fundamental
analysis, or through obtaining purchase quotes. Due to the subjective nature of the valuation process, it is possible that
the actual fair values of these investments could differ from the estimated amounts, thereby affecting the financial
position, results of operations and cash flows of the Company. If the estimated value of investments is less than the
cost or amortized cost, the Company evaluates whether an event or change in circumstances has occurred that may
have a significant adverse effect on the fair value of the investment. If such an event or change has occurred and the
Company determines that the impairment is other-than-temporary, a further determination is made as to the portion of
impairment that is related to credit loss. The impairment of the investment that is related to the credit loss is expensed
in the period in which the event or change occurred. The remainder of the impairment is recorded in other
comprehensive income.

Deferred Income Tax Assets/Liabilities. The Company’s net deferred income tax asset arises from differences in the
dates that items of income and expense enter into our reported income and taxable income. Deferred tax assets and
liabilities are established for these items as they arise. From an accounting standpoint, deferred tax assets are reviewed
to determine if they are realizable based on the historical level of taxable income, estimates of future taxable income
and the reversals of deferred tax liabilities. In most cases, the realization of the deferred tax asset is based on future
profitability. If the Company were to experience net operating losses for tax purposes in a future period, the
realization of deferred tax assets would be evaluated for a potential valuation reserve.

Additionally, the Company reviews its uncertain tax positions annually under FASB Interpretation No. 48 (FIN No.
48), “Accounting for Uncertainty in Income Taxes,” codified within ASC 740. An uncertain tax position is recognized
as a benefit only if it is "more likely than not" that the tax position would be sustained in a tax examination, with a tax
examination being presumed to occur. The amount actually recognized is the largest amount of tax benefit that is
greater than 50% likely to be recognized on examination. For tax positions not meeting the "more likely than not" test,
no tax benefit is recorded. A significant amount of judgment is applied to determine both whether the tax position
meets the "more likely than not" test as well as to determine the largest amount of tax benefit that is greater than 50%
likely to be recognized. Differences between the position taken by management and that of taxing authorities could
result in a reduction of a tax benefit or increase to tax liability, which could adversely affect future income tax
expense.

Impairment of Goodwill and Intangible Assets. Core deposit and customer relationships, which are intangible assets
with a finite life, are recorded on the Company’s balance sheets. These intangible assets were capitalized as a result of
past acquisitions and are being amortized over their estimated useful lives of up to 15 years. Core deposit intangible
assets, with finite lives will be tested for impairment when changes in events or circumstances indicate that its

Edgar Filing: UNIVERSAL DISPLAY CORP \PA\ - Form 4

Explanation of Responses: 63



carrying amount may not be recoverable. Core deposit intangible assets were tested for impairment as of September
30, 2012 as part of the goodwill impairment test and no impairment was identified.

As a result of the Company’s acquisition activity, goodwill, an intangible asset with an indefinite life, is reflected on
the balance sheets. Goodwill is evaluated for impairment annually, unless there are factors present that indicate a
potential impairment, in which case, the goodwill impairment test is performed more frequently than annually.
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Fair Value Measurements. The fair value of a financial instrument is defined as the amount at which the instrument
could be exchanged in a current transaction between willing parties, other than in a forced or liquidation sale. The
Company estimates the fair value of a financial instrument using a variety of valuation methods. Where financial
instruments are actively traded and have quoted market prices, quoted market prices are used for fair value. When the
financial instruments are not actively traded, other observable market inputs, such as quoted prices of securities with
similar characteristics, may be used, if available, to determine fair value. When observable market prices do not exist,
the Company estimates fair value. The Company’s valuation methods consider factors such as liquidity and
concentration concerns. Other factors such as model assumptions, market dislocations, and unexpected correlations
can affect estimates of fair value. Imprecision in estimating these factors can impact the amount of revenue or loss
recorded.

SFAS No. 157, “Fair Value Measurements”, which was codified into ASC 820, establishes a framework for measuring
the fair value of financial instruments that considers the attributes specific to particular assets or liabilities and
establishes a three-level hierarchy for determining fair value based on the transparency of inputs to each valuation as
of the fair value measurement date. The three levels are defined as follows:

•Level 1 — quoted prices (unadjusted) for identical assets or liabilities in active markets.

•
Level 2 — inputs include quoted prices for similar assets and liabilities in active markets, quoted prices of identical or
similar assets or liabilities in markets that are not active, and inputs that are observable for the asset or liability, either
directly or indirectly, for substantially the full term of the financial instrument.

•Level 3 — inputs that are unobservable and significant to the fair value measurement.

At the end of each quarter, the Company assesses the valuation hierarchy for each asset or liability measured. From
time to time, assets or liabilities may be transferred within hierarchy levels due to changes in availability of observable
market inputs to measure fair value at the measurement date. Transfers into or out of hierarchy levels are based upon
the fair value at the beginning of the reporting period. A more detailed description of the fair values measured at each
level of the fair value hierarchy can be found in Note 6 – Fair Value of Assets and Liabilities.

Results of Operations

Net Interest Income

The largest source of revenue for the Company is net interest income. Net interest income represents the difference
between total interest income earned on earning assets and total interest expense paid on interest-bearing
liabilities.  The amount of interest income is dependent upon many factors, including the volume and mix of earning
assets, the general level of interest rates and the dynamics of changes in interest rates.  The cost of funds necessary to
support earning assets varies with the volume and mix of interest-bearing liabilities and the rates paid to attract and
retain such funds.  
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The Company’s average balances, interest income and expense and rates earned or paid for major balance sheet
categories are set forth for the three months ended June 30, 2013 and 2012 in the following table (dollars in
thousands):

Three months ended June 30, 2013 Three months ended June 30, 2012
Average
Balance Interest Average

Rate
Average
Balance Interest Average

Rate
ASSETS
Interest-bearing deposits with
other financial institutions $14,608 $11 0.30 % $17,889 $13 0.29 %

Federal funds sold 5,938 2 0.14 % 68,201 16 0.09 %
Certificates of deposit
investments 3,456 5 0.58 % 11,932 16 0.54 %

Investment securities
Taxable 483,528 2,305 1.91 % 446,735 2,594 2.32 %
Tax-exempt (1) 59,870 493 3.29 % 45,755 409 3.58 %
Loans (2)(3)(4) 907,562 10,390 4.59 % 840,256 10,910 5.21 %
Total earning assets 1,474,962 13,206 3.59 % 1,430,768 13,958 3.91 %
Cash and due from banks 30,853 36,297
Premises and equipment 29,185 30,353
Other assets 44,696 52,341
Allowance for loan losses (12,129 ) (11,487 )
Total assets $1,567,567 $1,538,272
LIABILITIES AND
STOCKHOLDERS’ EQUITY
Interest-bearing deposits
Demand deposits $544,777 $198 0.15 % $505,654 $392 0.31 %
Savings deposits 300,263 92 0.12 % 276,808 331 0.48 %
Time deposits 202,348 374 0.74 % 235,892 580 0.99 %
Securities sold under agreements
to repurchase 86,871 10 0.05 % 117,031 30 0.10 %

FHLB advances 6,346 59 3.73 % 9,761 65 2.67 %
Fed Funds Purchased 478 1 0.61 % 44 — 0.51 %
Junior subordinated debt 20,620 131 2.55 % 20,620 140 2.72 %
Other debt — — — % 7,978 162 8.00 %
Total interest-bearing liabilities 1,161,703 865 0.30 % 1,173,788 1,700 0.58 %
Non interest-bearing demand
deposits 240,388 212,214

Other liabilities 7,728 7,032
Stockholders' equity 157,748 145,238
Total liabilities & equity $1,567,567 $1,538,272
Net interest income $12,341 $12,258
Net interest spread 3.29 % 3.33 %
Impact of non-interest bearing
funds 0.06 % 0.10 %

Net yield on interest- earning
assets 3.35 % 3.43 %

(1) The tax-exempt income is not recorded on a tax equivalent basis.
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(2) Nonaccrual loans have been included in the average balances.
(3) Net of unaccreted discount related to loans acquired
(4) Includes loans held for sale.
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The Company’s average balances, interest income and expense and rates earned or paid for major balance sheet
categories are set forth for the six months ended June 30, 2013 and 2012 in the following table (dollars in thousands):

Six months ended June 30, 2013 Six months ended June 30, 2012
Average
Balance Interest Average

Rate
Average
Balance Interest Average

Rate
ASSETS
Interest-bearing deposits with
other financial institutions $19,489 $25 0.26 % $14,996 $19 0.25 %

Federal funds sold 13,454 6 0.09 % 64,870 28 0.09 %
Certificates of deposit
investments 4,896 13 0.54 % 12,509 34 0.54 %

Investment securities
Taxable 478,239 4,568 1.91 % 440,815 5,161 2.34 %
Tax-exempt (1) 58,560 971 3.32 % 44,076 794 3.60 %
Loans (2)(3)(4) 904,462 20,825 4.64 % 841,294 21,870 5.21 %
Total earning assets 1,479,100 26,408 3.60 % 1,418,560 27,906 3.95 %
Cash and due from banks 32,196 36,242
Premises and equipment 29,320 30,470
Other assets 44,126 52,831
Allowance for loan losses (12,093 ) (11,411 )
Total assets $1,572,649 $1,526,692
LIABILITIES AND
STOCKHOLDERS’ EQUITY
Interest-bearing deposits
Demand deposits $540,574 $417 0.16 % $503,984 $874 0.35 %
Savings deposits 300,333 269 0.18 % 276,808 661 0.48 %
Time deposits 204,448 774 0.76 % 231,064 1,195 1.04 %
Securities sold under agreements
to repurchase 88,921 25 0.06 % 113,004 75 0.13 %

FHLB advances 5,677 116 4.13 % 11,706 178 3.05 %
Fed Funds Purchased 240 1 0.61 % 22 — 0.51 %
Junior subordinated debt 20,620 261 2.55 % 20,620 286 2.78 %
Other debt — — — % 8,114 326 8.00 %
Total interest-bearing liabilities 1,160,813 1,863 0.32 % 1,165,322 3,595 0.62 %
Non interest-bearing demand
deposits 246,099 209,770

Other liabilities 8,207 7,436
Stockholders' equity 157,530 144,164
Total liabilities & equity $1,572,649 $1,526,692
Net interest income $24,545 $24,311
Net interest spread 3.28 % 3.33 %
Impact of non-interest bearing
funds 0.06 % 0.10 %

Net yield on interest- earning
assets 3.34 % 3.43 %

(1) The tax-exempt income is not recorded on a tax equivalent basis.
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(2) Nonaccrual loans have been included in the average balances.
(3) Net of unaccreted discount related to loans acquired
(4) Includes loans held for sale.
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Changes in net interest income may also be analyzed by segregating the volume and rate components of interest
income and
interest expense.  The following table summarizes the approximate relative contribution of changes in average volume
and interest rates to changes in net interest income for the three and six-months ended June 30, 2013, compared to the
same periods in 2012 (in thousands):

Three months ended June 30, 2013
compared to 2012
Increase / (Decrease)

Six months ended June 30,
2013 compared to 2012
Increase / (Decrease)

Total
Change Volume (1) Rate (1) Total

Change Volume (1) Rate (1)

Earning Assets:
Interest-bearing deposits $(2 ) $(5 ) $3 $6 $6 $—
Federal funds sold
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