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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the Quarterly Period Ended September 30, 2008
Or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission file number: 001-33033

PORTER BANCORP, INC.

(Exact name of registrant as specified in its chaetr)

Kentucky 61-1142247

(State or other jurisdiction of (I.R.S. Employer

incorporation or organization) Identification No.)
2500 Eastpoint Parkway, Louisville, Kentucky 40223
(Address of principal executive offices) (Zip Code)

(502) 499-4800

(Registrant’s telephone number, including area code

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for &rqueriod that the registrant was required todileh reports), and (2) has been subject to
such filing requirements for the past 90 days.es YXI No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportir@mpany” in Rule 12b-2 of the Exchange
Act.

Large accelerated fileil] Accelerated filer O
Non-accelerated filer X] Smaller reporting company]

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Exgfe Act). Yesld No

Indicate the number of shares outstanding of e&tiredssuer’s class of common stock, as of thestgtracticable date.

7,893,137 shares of Common Stock, no par valuee watstanding at October 1, 2008.
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PART | — FINANCIAL INFORMATION
Item 1. Financial Statements

The following consolidated financial statement$ofter Bancorp, Inc. and Subsidiary, PBI Bank,,lape submitted:
Unaudited Consolidated Balance Sheets for SepteBthe2008 and December 31, 2007
Unaudited Consolidated Statements of Income fottthee and nine months ended September 30, 2003C4Yd
Unaudited Consolidated Statement of Changes irkBadders’ Equity for the nine months ended Septear3be 2008
Unaudited Consolidated Statements of Cash Flowtgh&onine months ended September 30, 2008 and 2007
Notes to Unaudited Consolidated Financial Statement
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PORTER BANCORP, INC. AND SUBSIDIARY
Unaudited Consolidated Balance Sheets
(dollars in thousands except share data)

Assets
Cash and due from financial institutio
Federal funds sol

Cash and cash equivalel
Interes-bearing deposits in other financial institutic
Securities available for sa
Loans, net of allowance of $18,638 and $16,34heaetsvely
Premises and equipme
Goodwill
Accrued interest receivable and other as

Total asset

Liabilities and Stockholders’ Equity
Deposits
Non-interest bearin
Interest bearin
Total deposit:
Federal funds purchased and repurchase agree
Federal Home Loan Bank advan:
Accrued interest payable and other liabilit
Junior subordinated debentul
Total liabilities
Stockholder' equity
Preferred stock, no par, 1,000,000 shares authit
Common stock, no par, 10,000,000 shares authoriz8€3,137 and 7,881,206 shares issued and
outstanding, respective
Additional paic-in capital
Retained earning
Accumulated other comprehensive income (li
Total stockholder equity
Total liabilities and stockholde’ equity

See accompanying notes to unaudited consolidataddial statements.

2

September 3C

2008

December 31

2007

$ 41,34 $ 23,608
30,17: 19,37¢
71,51 42,98’

60C 60C
109,79 128,03
1,323,827 1,201,35
22,98 21,27
23,89 18,17+
43,57 43,58¢
$1,596,19.  $1,456,02

$ 87,600 $ 9553

1,184,33  1,071,02
1,271,93  1,166,55.
10,45; 11,28
143,84 121,76°
8,194 9,12t
34,00( 25,00(
1,468,43  1,333,73
70,44¢ 70,74
11,49¢ 11,27¢
47,05 40,35:
(1,239 79
127,76 122,28
$1,596,19.  $1,456,02
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PORTER BANCORP, INC. AND SUBSIDIARY
Unaudited Consolidated Statements of Income
(dollars in thousands, except per share data)

Interest incom:
Loans, including fee
Taxable securitie
Tax exempt securitie
Fed funds sold and oth

Interest expens
Deposits
Federal Home Loan Bank advanu
Junior subordinated debentul
Federal funds purchased and ot

Net interest incom
Provision for loan losse

Net interest income after provision for loan los

Non-interest incom
Service charges on deposit accol
Income from fiduciary activitie
Secondary market brokerage fi
Title insurance commissiol
Net (loss) gain on sales of securit
Other

Non-interest expens
Salaries and employee bene
Occupancy and equipme
State franchise ta
FDIC Insurance
Professional fee
Postage and delive
Communication
Other real estate owned expe
Office supplies
Advertising
Other

Income before income tax
Income tax expens
Net income

Basic and diluted earnings per sh

See accompanying notes to unaudited consolidataddial statements.

Three Months Ended

Nine Months Ended

September 30, September 30,
2008 2007 2008 2007
$23,47¢  $21,94. $70,65¢ $60,49¢
1,173 1,05¢ 3,71 3,12:
21€ 17C 60€ 507
23¢ 68€ 84: 1,712
25,10¢ 23,85! 75,82 65,84(
10,67( 11,75¢ 34,26: 31,44:
1,421 81C 4,17¢ 2,29:
452 48¢ 1,19¢ 1,43:
12¢ 59 43€ 74
12,67: 13,11°¢ 40,07: 35,24(
12,43:  10,73¢  35,74¢  30,60(
1,25( 1,50( 2,65( 2,82¢
11,18: 9,23¢ 33,09¢ 27,77t
87¢€ 66¢ 2,607 1,852
261 — 84t —
92 67 30€ 232
50 37 144 14¢
(101) 42 (14€) 104
547 49¢ 1,57¢ 1,45
1,72 1,31% 5,331 3,79(
3,66¢ 3,11¢ 11,38: 9,051
882 672 2,69¢ 1,831
43t 32¢€ 1,30 97€
284 76 747 127
177 14¢ 59t 48t
201 127 56¢ 38¢
181 112 53C 322
10¢ 23z 45¢€ 327
10€& 10E 44¢€ 34¢
10C 14C 401 393
62€ 48C 1,80 1,34z
6,76¢ 5,563¢ 20,93: 15,59¢
6,13¢ 5,01: 17,49¢ 15,96¢
2,03¢ 1,71¢ 5,82¢ 5,38(
$4,10C $ 3,29¢ $11,67( $10,58¢
$ 052 $ 044 $ 1.4¢ $ 1.4C
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PORTER BANCORP, INC. AND SUBSIDIARY
Unaudited Consolidated Statement of Changes in Stkicolders’ Equity
For Nine Months Ended September 30, 2008
(dollars in thousands, except share and per slag d

Common Stock Accumulated
Additional Other
Comprehensive
Number of Paid-In Retained
Shares Amount Capital Earnings Income (Loss) Total
Balances, January 1, 2008 7,881,200 $70,747 $11,27( $40,35. $ (79) $122,28¢
Shares repurchas: (17,377 (307) — — — (307)
Issuance of unvested sto 31,95: — — — — —
Forfeited unvested stoc (2,650 — — — — —
Stocl-based compensation expel — — 22¢ — — 22¢
Comprehensive incom
Net income — — — 11,67( — 11,67(
Changes in accumulated other comprehensive incoet@f
taxes — — — — (1,159 (1,159
Total comprehensive incon — — — — — 10,51¢
Cash dividends ($0.63 per sha — — — (4,970 — (4,970
Balances, September 30, 20( 7,893,13 $70,44¢ $11,49¢ $47,05. $ (1,239 $127,76(

See accompanying notes to unaudited consolidataddial statements.
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PORTER BANCORP, INC. AND SUBSIDIARY
Unaudited Consolidated Statements of Cash Flows
For Nine Months Ended September 30, 2008 and 2007
(dollars in thousands)

2008 2007
Cash flows from operating activities
Net income $ 11,67( $ 10,58¢
Adjustments to reconcile net income to net casinfoperating activitie
Depreciation and amortizatic 2,811 1,691
Provision for loan losse 2,65( 2,82¢
Net (accretion) amortization on securit (87 6
Stocl-based compensation expel 21t 172
Net loss (gain) on sales of investment secur 14¢€ (1049)
Net loss (gain) on other real estate ow 10z 11¢
Earnings on bank owned life insurar (229) (20€)
Federal Home Loan Bank stock dividetr (399 —
Net change in accrued interest receivable and eissst: 2,861 (2,817
Net change in accrued interest payable and othigitities (45%) 39€
Net cash from operating activiti 19,291 12,67
Cash flows from investing activities
Purchases of available for sale securi (25,557 (22,280)
Sales and calls of available for sale secur 23,331 884
Maturities and prepayments of available for sateigges 18,63( 15,35:
Proceeds from sale of other real estate ov 6,26¢€ 3,95¢
Improvements to other real estate ow (22€) (370
Loan originations and payments, | (62,645 (231,05)
Purchases of premises and equipment (2,230 (1,919
Redemption of bank owned life insurar 2,17¢ —
Acquisition of Paramount Bank, n (5,215 —
Net cash from investing activiti¢ (45,467 (235,43)
Cash flows from financing activities
Net change in deposi 29,72¢ 184,92:
Net change in federal funds purchased and repuec@eement (828 10,43¢
Repayment of Federal Home Loan Bank adva (2,925 (27,355
Advances from Federal Home Loan Be 25,00( 30,00(
Issue subordinated debentu 9,00( —
Repurchase common sto (301) —
Cash dividends pai (4,970) (4,576
Net cash from financing activitie 54,70¢ 193,42¢
Net change in cash and cash equival 28,52¢ (29,335
Beginning cash and cash equivale 42,985 56,26:
Ending cash and cash equivale $7151t $ 26,92¢
Supplemental cash flow informatia
Interest paic $40,637 $ 34,81¢
Income taxes pai 4,90( 5,95(
Supplemental nc-cash disclosure
Transfer from loans to other real est $ 9,61¢ $ 8,27¢

See accompanying notes to unaudited consolidataddial statements.
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PORTER BANCORP, INC. AND SUBSIDIARY
Notes to Unaudited Consolidated Financial Statemesat

Note 1 — Basis of Presentation and Summary of Sidiwant Accounting Policies

Basis of Presentation- The consolidated financial statements includedP@ancorp, Inc. (the “Company”) and its wholly+oed subsidiary,
PBI Bank (the “Bank”). All significant inter-compgiriransactions and accounts have been eliminatedrisolidation.

The accompanying unaudited condensed consolidetaddial statements have been prepared in accadaitic U.S. generally accepted
accounting principles for interim financial infortian and with the instructions to Form 10-Q anddR10-01 of Regulation X- Accordingly,
the financial statements do not include all ofitifermation and footnotes required by U.S. gengradicepted accounting principles for
complete financial statements. In the opinion ohagement, all adjustments (consisting of normalnréreg accruals) considered necessary
for a fair presentation have been included. Opmgatsults for nine months ended September 30, 26980t necessarily indicative of the
results that may be expected for the entire yeategcription of other significant accounting paiis presented in the notes to the
Consolidated Financial Statements for the year émerember 31, 2007, included in the Company’s AhReport on Form 10-K.

Use of Estimates- To prepare financial statements in conformityhwitS. generally accepted accounting principlesyagament makes
estimates and assumptions based on available iafamm These estimates and assumptions affecntioeirsts reported in the financial
statements and the disclosures provided, and fogstdts could differ. The allowance for loan Iasaed fair values of financial instruments
are particularly subject to change.

Reclassifications— Some items in the prior year financial statemerge reclassified to conform to the current préséon.

New Accounting Standards

In September 2006, the FASB issued Statement NG.Hd&ir Value Measurements. This Statement defaiesalue, establishes a framework
for measuring fair value and expands disclosuresitafair value measurements. This Statement estadslia fair value hierarchy about the
assumptions used to measure fair value and cleiaisumptions about risk and the effect of a otisni on the sale or use of an asset. The
standard is effective for fiscal years beginning@lNovember 15, 2007. In February 2008, the FASBed Staff Position (FSP) 157-2,
Effective Date of FASB Satement No. 157. This FSP delays the effective date of FAS 157 flonan-financial assets and non-financial
liabilities, except those that are recognized ecldised at fair value on a recurring basis (at laasually) to fiscal years beginning after
November 15, 2008, and interim periods within thfiseal years. The impact of adoption is discloseNote 6.

In October, 2008, the FASB issued FSP No. 157-3¢brining the Fair Value of a Financial Asset Wiiea Market for that Asset Is Not
Active.” The FSP clarifies the application of SFAS7 in a market that is not active and providesyample to illustrate key consideration in
determining the fair value of a financial assetwtite market for that financial asset is not active

In September 2006, the FASB Emerging Issues TasteHmalized Issue No. 06-4, Accounting for DegefiCompensation and
Postretirement Benefit Aspects of Endorsement Byitar Life Insurance Arrangements. This issueuisss that a liability be recorded

during the service period when a split-dollar liisurance agreement continues after participamgl@yment or retirement. The required
accrued liability will be based on either the pestployment benefit cost for the continuing lifeluirence or based on the future death benefit
depending on the contractual terms of the undeglgigreement. This issue is effective for fiscalrgdmeginning after December 15, 2007.
adoption of this statement did not have a matariphct on our consolidated financial position aulés of operations.

6
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In February 2007, the FASB issued Statement No, Ti®Fair Value Option for Financial Assets and Financial Liabilities. The standard
provides companies with an option to report setbéiteancial assets and liabilities at fair valuel @stablishes presentation and disclosure
requirements designed to facilitate comparisona&end companies that choose different measurentebuges for similar types of assets ¢
liabilities. The new standard is effective for empany on January 1, 2008. The Company did not #le fair value option for any financ
assets or financial liabilities as of January 10&0

Recently Issued Accounting Pronouncements — In Mag®08, the Financial Accounting Standards BoafdAGB”) issued SFAS 161,
“Disclosures about Derivative Instruments and Heddhctivities—an amendment of FASB Statement N&.LSFAS 161 requires enhant
disclosures about how and why an entity uses dérevanstruments, how derivative instruments andtes items are accounted for under
SFAS 133 and how derivative instruments and relaggtfed items affect an entity’s financial positifinancial performance and cash flows.
The new standard is effective for the Company audey 1, 2009. The Company is currently evaluatiregimpact of adopting SFAS 161 on
the consolidated financial statements.

Note 2 — Stock Plans and Stock Based Compensation

At September 30, 2008, the Company has a stockroptan and a stock incentive plan. On DecembeR@05, the Company assumed the
2000 Stock Option Plan of Ascencia Bank, Inc. wtienCompany acquired the minority interest of Ast@Bancorp, Inc. On February 23,
2006, the Company adopted the Porter Bancorp20@6 Stock Incentive Plan. With regard to the 20@@ion Plan, no additional grants
were made after assumption of the plan and nonexgrected to be made in the future. The 2006 Réamips the issuance of up to 400,000
shares of the Company’s common stock upon the ieeof stock options or upon the grant of stockraeaAs of September 30, 2008, the
Company had granted outstanding options to purch@8g79 shares under the 2000 option plan and.8&Bares under the 2006 plan. The
Company also had granted under the 2006 plan 641022sted shares net of forfeitures and vesting.Jbmpany has 299,162 shares
remaining available for issue under the 2006 PAdirshares issued under the above mentioned plame drom authorized and unissued
shares.

On May 15, 2006, the board of directors approvedrbrter Bancorp, Inc. 2006 Non-Employee Direc&irsck Ownership Incentive Plan,
which was approved by holders of the Company’sngptiommon stock on June 8, 2006. On May 22, 20@8eholders voted to amend the
plan to change the form of incentive award frontktoptions to unvested shares. Under the termisegplan, 100,000 shares are reserved for
issuance to non-employee directors upon the exeofistock options or upon the grant of unvestedksawards granted under the plan. Prior
to the amendment, options were granted automatioaliier the plan at fair market value on the dagrant. The options vest over a three-
year period and have a five year term. After MayZ0D8, unvested shares will be granted autombtioater the plan at fair market value
the date of grant and vest semi-annually on thévarsary date of the grant over three years. Te,dae Company has granted options to
purchase 43,000 shares and granted 2,400 unvésteeb40 non-employee directors. At September @08,254,600 shares remain available
for issue under this plan.

All stock options have an exercise price that isaédp or greater than the fair market value of@oenpany’s stock on the date the options
were granted. Options granted generally becomeg é&xiércisable at the end of three years of contirareployment. Options granted undet
2000 plan have a life of ten years while those @nnder the 2006 plan have a life of five years.

7
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The following table summarizes stock option acyivit

Nine Months Ended Twelve Months Ended
September 30, 2008 December 31, 2007

Weighted Weighted

Average Average

Exercise Exercise

Options Price Options Price

Outstanding, beginnin 284,55¢ $25.0 251,82( $25.2¢

Granted — — 36,50( 23.01

Forfeited (14,46) 23.9¢ (3,769 25.5(

Outstanding, endin 270,09'  $25.08 284,55t $25.0C

The following table details stock options outstangdi
September 3C
2008

Stock options vested and currently exercise 243,20
Weighted average exercise pr $ 25.2¢
Aggregate intrinsic valu $ 0
Weighted average remaining life (in yee 1.€
Total Options Outstandin 270,09!
Aggregate intrinsic valu $ 0
Weighted average remaining life (in yez 2.1

The intrinsic value of stock options is calculabeted on the exercise price of the underlying asvandl the market price of our common
stock as of the reporting date. There were no optéxercised during the first nine months of 2008 Company recorded $78,000 of stock
option compensation during the nine months endedeB®er 30, 2008 to salaries and employee bengfitse the stock options are non-
qualified stock options, a deferred tax benefi$®7,000 was recognized. No options were modifiaihdweither period. As of September 30,
2008, no stock options issued by the Company haea bxercised.

As described above, the Company grants unvestedsstdnich vest over time to employees and non-eyegldirectors. The shares vest
either semiannually or annually over three to ten years orativ@versary date of the grant date provided thel@yee or director continues
such capacity at the vesting date. The fair valutéhe date of grant ranged from $17.90 to $25.5Gpare. The Company recorded $137,000
of stock-based compensation during the nine mostded September 30, 2008 to salaries and empl@yedits. A deferred tax benefit of
$48,000 was recognized related to this expense.

The following table summarizes unvested share ii¢ts of and for the periods indicated:

Nine Months Ended Twelve Months Ended
September 30, 2008 December 31, 2007
Weighted

Weighted
Average Average

Grant Grant

Shares Price Shares Price
Outstanding, beginnin 41,430 $24.9( 40,00( $ 25.3¢
Granted 31,95: 18.5¢ 7,50( 23.0z
Vested (4,310 25.01 (3,920 25.3¢
Forfeited (2,650) 23.2; (2,150 25.5(
Outstanding, endin 66,42: $21.9( 41,43  $ 24.9(
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Unrecognized stock-based compensation expenseddtastock options and unvested shares for thainet@r of 2008 and beyond is
estimated as follows (in thousands):

October 200¢ December 200 $ 82
2009 29C
2010 242
2011 221
2012 & thereafte 61€

Note 3 - Securities

The fair value of available for sale securities #melrelated gross unrealized gains and lossegmexs in accumulated other comprehensive
income (loss) were as follows:

Gross Gross
Unrealized Unrealized
Fair
Value Gains Losses
(in thousands)
September 30, 20(
U.S. Government and federal agel $ 3717 % 15 % (6)
State and municip: 23,00( 147 (552)
Mortgagebacked 74,93« 504 (5849)
Corporate bond 5,74¢ — (747)
Other debt securitie 704 — —
Total debt securitie 108,10: 66€ (1,889
Equity 1,69¢ 60 (733
Total $109,79¢ $ 72€ $ (2,627
December 31, 200
U.S. Government and federal agel $2733 $ 20 $ (32
State and municip: 20,16: 277 (72
Mortgagebacked 69,37¢ 377 (369
Corporate bond 6,422 34 (120
Other debt securitie 704 — —
Total debt securitie 123,99¢ 88¢ (587)
Equity 4,03¢ 56€ (991)
Total $128,03¢ $ 1,45¢ $ (1,579
Sales and calls of available for sale securitieevas follows:
Nine Months
Ended Year Ended
September 3C December 31
2008 2007
Proceed: $ 23,33 $ 2,80C
Gross gain: 61t 107
Gross losse 761 —

Securities pledged at September 30, 2008 and Deme®ih 2007 had carrying values of approximatel®, $71,000 and $83,683,000,
respectively, and were pledged to secure publiosiep repurchase agreements, and Federal HomeBardnadvances.
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The Company evaluates securities for other-tharpteary impairment at least on a quarterly basid,ranre frequently when economic or
market concerns warrant such evaluation. Considerat given to the length of time and the extentvhich the fair value has been less than
cost, the financial condition and near-term protpetthe issuer, underlying credit quality of thsuer, and the intent and ability of the
Company to retain its investment in the issuerafperiod of time sufficient to allow for any anpated recovery in fair value. In analyzing an
issuer’s financial condition, the Company may cdasiwhether the securities are issued by the fedev@rnment or its agencies, whether
downgrades by bond rating agencies have occuittedsgctor or industry trends and cycles affectiegidgsuer, and the results of reviews of
the issuer’s financial condition.

As of September 30, 2008, the Company owns 44eqaiurities. Of these securities, 11 had an umezhloss of $173,000 and had been in
an unrealized loss position for less than 12 moattts19 had an unrealized loss of $560,000 andéed in an unrealized loss position for
more than 12 months. Management monitors the dumarket pricing for these equity securities mopntManagement currently intends to
hold all securities with unrealized losses untilaeery, which for fixed income securities may benatturity. As of September 30, 2008,
management does not believe any equity securhi@sl@ be classified as other than temporarily imgzhi

Note 4 — Loans
Loans were as follows:

September 3C December 31
2008 2007
(in thousands)

Commercial $ 91,31¢ $ 108,61¢
Real estat 1,192,02. 1,054,95.
Agriculture 16,58( 14,85¢
Consume 39,31¢ 38,06!
Other 3,22¢ 1,211
Subtotal 1,342,46 1,217,69:
Less: Allowance for loan loss: (18,639 (16,347
Loans, ne $1,323,82! $1,201,35!

Activity in the allowance for loan losses was aofes:

For the Nine Months Ended

September 3C September 3C
2008 2007
(in thousands)

Beginning balanc $ 16,34: $ 12,83
Acquired in bank acquisitio 1,42C —
Provision for loan losse 2,65( 2,82¢
Loans charge-off (1,999 (1,345
Loan recoverie 22E 18€
Ending balanc: $ 18,63¢ $  14,50(

10
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Impaired loans were as follows:

September 3C December 31

2008 2007

(in thousands)

Loans with no allocated allowance for loan los $ 3,25: $ 3,23¢
Loans with allocated allowance for loan los 2,62( 4,167
Total $ 587 $  7.40¢
Amount of the allowance for loan losses allocz $ 22C $ 21€

Nine Months Year

Ended Ended
September 3C December 31

2008 2007
Average of impaired loans during the per $ 527¢ $ 4,84
Interest income recognized during impairm 66 98
Cash basis interest income recogni 66 98

Impaired loans include commercial, constructiomjcagfure, and commercial real estate loans onawrual or classified as doubtful,
whereby collection of the total amount is improlealdr loss, whereby all or a portion of the loars haen written off or a specific allowance
for loss had been provided.

Nonperforming loans were as follow

September 3C December 31
2008 2007
(in thousands)
Loans past due 90 days or more still on acc $ 4,997 $ 2,14
Non-accrual loan: 10,42( 10,52«

Nonperforming loans include impaired loans and snélalance homogeneous loans, such as residerdgiddage anconsumer loans, that
are collectively evaluated for impairment.

Note 5 — Advance from the Federal Home Loan Bank
Advances from the Federal Home Loan Bank were l&sifs:

September 3C December 31

2008 2007
(in thousands)

Single maturity advances with fixed rates from 44lt® 6.38% maturing from 2009 through 2012, averg

4.74% $ 76,59 $ 76,59
Single maturity advances with variable rates frai#2% to 3.83% maturing from 2009 through 2010,
averaging 3.279 50,00( 25,00(
Monthly amortizing advances with fixed rates frofd@% to 9.10% and maturities ranging from 2008
through 2035, averaging 3.7€ 17,24 20,17:
Total $ 143,84. $ 121,76

11
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Each advance is payable per terms on agreemehtavpitepayment penalty. The advances were colladay first mortgage loans, unde
blanket lien arrangement. At September 30, 20@8B@mnk had unused borrowing capacity of $67.5 amillivith the FHLB.

Note 6 — Fair Values Measurement

In September 2006, the FASB issued Statement afi€ial Accounting Standards No. 157, “Fair ValueaBlements” (“SFAS No. 1577).
SFAS No. 157 defines fair value, establishes aémmark for measuring fair value, and expands dissles about fair value measurements.
The statement establishes a fair value hierarcbytabe assumptions used to measure fair valuelarifies assumptions about risk and the
effect of a restriction on the sale or use of asetand was effective for us during the first geraof 2008. In February 2008, the FASB issued
FASB Staff Position (FSP) 157-2, “Effective DateF#¥SB Statement No. 157" (“FSP 157-2"). FSP 157elays the effective date of SFAS
No. 157 for all no-financial assets and non-financial liabilitiescegt those that are recognized or disclosed av#dire on a recurring basis
(at least annually) to fiscal years beginning aftewember 15, 2008, and interim periods within thbiscal years. We have included the
disclosures required by SFAS No. 157 in this doautmie October, 2008, the FASB issued FSP No. 15Beermining the Fair Value of a
Financial Asset When the Market for that Asset t& Nctive.” The FSP clarifies the application of SFAS 157 market that is not active a
provides an example to illustrate key consideraitiodetermining the fair value of a financial asséh the market for that financial asset is
not active.

SFAS No. 157 defines fair value as the exchangee phiat would be received for an asset or paicatwster a liability (an exit price) in the
principal or most advantageous market for the amskbility in an orderly transaction between ketrparticipants on the measurement date.
We use various valuation techniques to determimevédue, including market, income and cost appheasc SFAS No. 157 also establishes a
fair value hierarchy which requires an entity toxin@ze the use of observable inputs and minimizeube of unobservable inputs when
measuring fair value. SFAS No. 157 describes tlaeals of inputs that may be used to measure Hirer

Level 1: Quoted prices (unadjusted) for identical assetmbilities in active markets that an entity has #bility to access as of the
measurement date, or observable inputs.

Level 2: Significant other observable inputs other than LL&vgrices, such as quoted prices for similar assetiabilities, quoted prices
in markets that are not active, and other inpuas éine observable or can be corroborated by olslermaarket data.

Level 3: Significant unobservable inputs that reflect antgstown assumptions about the assumptions thaketgarticipants would
use in pricing an asset or liability.

In certain cases, the inputs used to measuredhievmay fall into different levels of the fair val hierarchy. When that occurs, we classify
fair value hierarchy on the lowest level of inplt is significant to the fair value measuremeng. W8ed the following methods and
significant assumptions to estimate fair value.

Securities: The fair values of securities available for sake determined by obtaining quoted prices on natipmatognized securities
exchanges or matrix pricing, which is a mathemateehnique used widely in the industry to valubtdeecurities without relying
exclusively on quoted prices for the specific siims but rather by relying on the securities’ tiglaship to other benchmark quoted
securities. Matrix pricing relies on the securitiedationship to similarly traded securities, benmark curves, and the benchmarking of
like securities. Matrix pricing utilizes observalpharket inputs such as benchmark yields, reportatks, broker/dealer quotes, issuer
spreads, two-sided markets, benchmark securitiés, tffers, reference data, and industry and eménevents. In instances where
broker quotes are used, these quotes are obtaadiarket makers or broker-dealers recognizea tmarket participants. This
valuation method is classified as Level 2 in thieValue hierarchy.
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Impaired Loans: Impaired loans are evaluated at the time the Isadaheintified as impaired and are recorded at thvel@f cost or
market value. Market value is measured based owvalue of the collateral securing these loans ardeissified as Level 3 in the fair
value hierarchy. Fair value is determined usingssvmethods. Generally the fair value of realtestadetermined based on appraisals
by qualified licensed appraisers. Impaired loamseaaluated quarterly for additional impairment.

Financial assets measured at fair value on a iegupasis are summarized below:

Fair Value Measurements at September 30, 2008 Using
(in thousands)

Quoted Prices In Significant
Active Markets for Significant Other Unobservable
September 3C Observable Inputs
Identical Assets Inputs
Description 2008 (Level 1) (Level 2) (Level 3)
Available-for-sale securitie $ 109,79¢ $ 1,69¢ $ 108,10: $ —

Financial assets measured at fair value on a ntumiag basis are summarized below:

Fair Value Measurements at September 30, 2008 Using
(in thousands)

Quoted Prices In Significant
Active Markets for Significant Other Unobservable
September 3C Observable Inputs
Identical Assets Inputs
Description 2008 (Level 1) (Level 2) (Level 3)
Impaired loan: $ 5,05¢ $ — $ — $ 5,05¢

Impaired loans had a carrying amount of $5.9 milliwith a valuation allowance of $813,000, resgltim an additional provision for loan
losses of $490,000 for the first nine months of@00

Note 7 — Business Combinations

On February 1, 2008, the Company completed theigitign of Paramount Bank in Lexington, Kentuckyar$5 million all-cash transaction.
Operating results of Paramount Bank are includetiérconsolidated financial statements since the afethe acquisition. As a result of this
acquisition, we expect to further solidify our metrishare in the Lexington market, expand our custdrase to enhance deposit fee income,
provide an opportunity to market additional produehd services to new customers and reduce opgpasts through economies of scale.

The acquisition added approximately $73 millioddans and $76 million in deposits. The purchaseepresulted in approximately $6 million
in goodwill, and $631,000 in core deposit intangiblThe intangible assets will be amortized ov&6 ears, using an accelerated method.
Goodwill will not be amortized but instead evaluwhperiodically for impairment. Goodwill and intabtg assets will be deducted for tax
purposes over 15 years using the straight-line ateth
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The following table summarizes the estimated falug of assets acquired and liabilities assuméteadate of acquisition.

(in thousands
Loans, ne $ 73,42
Goodwill 5,98¢
Core deposit intangible 631
Other asset 1,03
Total assets acquire 81,07(
Deposits (75,657
Other liabilities (1998
Total liabilities assume (75,859
Net assets acquire $ 5,21f
Note 8 — Earnings per Share
The factors used in the earnings per share conipuittilow:
Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
(in thousands, except share (in thousands, except share
and per share data) and per share data)
Basic
Net income $ 410 $ 329¢ $ 1167C $ 10,58¢
Weighted average common shares outstan 7,826,71! 7,586,16 7,830,86° 7,585,06:
Basic earnings per common sh $ 05z % 044 % 14¢ % 1.4C
Diluted
Net income $ 410 $ 329¢ $ 1167C $ 10,58¢
Weighted average common shares outstan 7,826,71! 7,586,16 7,830,86° 7,585,06:
Add: dilutive effects of assumed exercises of stogtions and unvested
shares 1,52¢ — 494 22
Average shares and potential common sh 7,828,23i 7,586,16 7,831,36: 7,585,08!
Diluted earnings per common shi $ 05: $ 044 % 1.4¢ % 1.4C

Unvested shares of common stock of 66,422 for 20@B42,855 for 2007; and stock options for 270 Si®ares of common stock for 2008
287,570 shares of common stock for 2007, were oosidered in computing diluted earnings per comstware because they were anti-
dilutive.
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Note 9 — Total Comprehensive Income
Other comprehensive income (loss) components datkdetax effects were as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
(in thousands) (in thousands)
Unrealized holding gains (losses) on avail-for-sale securitie $ (432 $ 82C $(1,921) $(409
Less: Reclassification adjustment for gains (loseealized in incom: (107) 42 (14€) 104
Net unrealized gains (losse (331) 77€ (2,775 (512
Tax effect 11€ (272) 621 17¢
Net-of-tax effect $ (215 $ 506 $(1,159) $(339

Note 10 — Sale of Branch

On July 18, 2008, we entered into a definitive agrent to sell our branch located in Burkesvillenteky to First & Farmers National Bank
of Somerset, Kentucky. The sale price is for $800.8nd will be paid in cash. We expect to recogaigain on the sale of approximately
$400,000. The Burkesville branch has deposits pfa@pmately $13 million and loans of approximat&y million at September 30, 2008.
The sale is expected to be completed in the fayutrter of 2008.

Note 11 — Subsequent Events

On October 23, 2008, the board approved a stodllatid of 5% payable on November 10, 2008 to shddeh®of record as of November 3,
2008. Share and per share data have not beereceiiateflect this stock dividend as the date obrd is subsequent to the filing date of this
document.
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Iltem 2. Management’s Discussion and Analysis of Famcial Condition
and Results of Operations

This item analyzes our financial condition, chaimgénancial condition and results of operationkisTsection should be read in conjunction
with the unaudited condensed consolidated finarstéaements and accompanying notes presentedtih Ram 1 of this report.

Cautionary Note Regarding Forward-Looking Statemens

This report contains statements about the futupeetations, activities and events that constitote/éird-looking statements under the Private
Securities Litigation Reform Act. Forward-lookintaiements are based on our beliefs, assumptionexqettations of our future financial
and operating performance and growth plans, takittgaccount information currently available to Tihese statements are not statements of
historical fact. The words “believe,” “may,” “shaljf “anticipate,” “estimate,” “expect,” “intend,"dbjective,” “seek,” “plan,” “strive” or

similar words, or the negatives of these wordstifie forward-looking statements.

Forwardiooking statements involve risks and uncertairtties may cause our actual results to differ matgrieom the expectations of futu
results we expressed or implied in any forward-ingkstatements. These risks and uncertainties eatifficult to predict and may be out of
our control. Factors that could contribute to difeces in our results include, but are not limitethe factors listed in Part 2, Item 1A — Risk
Factors in this report and the more detailed ridkatified, and the cautionary statements includealr December 31, 2007 Annual Report
on Form 10-K.

Forward-looking statements are not guaranteesrféqmeance or results. A forward-looking statemeratyninclude a statement of the
assumptions or bases underlying the forward-lookiagement. The Company believes it has choser tesimptions or bases in good faith
and that they are reasonable. We caution you hawthat assumptions or bases almost always vany &ctual results, and the differences
between assumptions or bases and actual resultsecaaterial. The forward-looking statements ineltiich this report speak only as of the
date of the report. We have no duty, and do nenihto, update these statements unless appliGatderéquire us to do so.

Overview

Porter Bancorp, Inc. (NASDAQ: PBIB) is a Louisvijllkkentucky-based bank holding company which opsra@full-service banking offices
in 13 counties through its wholly-owned subsidid?a| Bank. Our markets include metropolitan Louisvin Jefferson County and the
surrounding counties of Henry and Bullitt, and extesouth along the Interstate 65 corridor to Tes@esWe serve south central Kentucky
southern Kentucky from banking offices in CumbedaButler, Green, Hart, Edmonson, Barren, Warrdrnp@nd Daviess Counties. We also
have an office in Lexington Kentucky, the secordéat city in Kentucky. The Bank is both a tradigbcommunity bank with a wide range
of commercial and personal banking products, inalyavealth management and trust services, andravative online bank which delivers
competitive deposit products and services througbrdine banking division operating under the narhAscencia.

For the three and nine months ended Septembei088, Pespectively, the Company reported net incofigt.1 million and $11.7 million.
This compares with net income of $3.3 million ad®$ million, respectively, for the same period2007. Basic and diluted earnings per
share were $0.52 and $1.49 for the three and norehm ended September 30, 2008, respectively, cadpath $0.44 and $1.40 for the
same periods of 2007.
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Significant developments during the quarter an@ mionths ended September 30, 2008 consist of Hogvfog:

» Netincome increased 24.3% to $4.1 million for ttheee months ended September 30, 2008, comparbdhgitsame quarter
2007. Earnings per diluted share increased 18.280.&62 for the three months ended September 3@, 20dnpared to the third
quarter of 2007

» Net interest income increased 15.8% to $12.4 milfar the three months ended September 30, 200&)ae@d with the san
quarter of 2007

* Loans grew 24.9% to $1.3 billion compared with $illion at September 30, 2007 and 10.2% comparekit2 billion at
December 31, 200

» Deposits increased 21.5% to $1.3 billion comparet $1.05 billion at September 30, 2007 and 9.0%bgared to $1.2 billion at
December 31, 2007. Core customer fma+est bearing deposit accounts increased 233887.6 million from $71 million at bo
September 30, 2007 and December 31, 2

» Total assets increased 27.2% to $1.6 billion stheethird quarter of 2007 and 9.6% compared to $ilibn at December 31,
2007, fueled by strong loan growth and the acdaisstof Kentucky Trust Bank and Paramount Bz

» Efficiency ratio improved on a linked quarter basigt7.5% for the three months ended Septembe2(®18, compared to 50.7%
for the three months ended June 30, 2!

* Net interest margin improved four basis points dimked quarter basis to 3.33% in the third quaotfe2008.

» Capital was strengthened with the sale of a $9anikubordinated capital note by our bank subsidi@Bl Bank, on July 1, 2008.
The capital note, which qualifies as Tier 2 capitall provide funding for continued asset growttidamaintain the bank’s strong
capital position without being dilutive to commdmaseholders of Porter Banco

The following discussion and analysis covers thmary factors affecting our performance and finahcondition.

Results of Operations

The following table summarizes components of incame expense and the change in those componernteftree months ended
September 30, 2008, compared with the same pefiddQY:

For the Three Months Change from
Ended September 30, Prior Period
2008 2007 Amount Percent
(dollars in thousands)
Gross interest incorr $25,10¢ $23,85] $1,25¢ 5.2%
Gross interest expen 12,67 13,11¢ (442) (3.9
Net interest incom 12,43: 10,73¢  1,69i 15.¢
Provision for credit losse 1,25C 1,50C (250 (16.9)
Non-interest incom 1,72¢ 1,31: 412 31.4
Non-interest expens 6,76¢ 553¢€ 1,23 22.°
Net income before taxe 6,13¢ 5,01 1,12¢ 22.t
Income tax expens 2,03¢ 1,714 32t 19.C
Net income 4,10C 3,29¢ 801 24.:

Net income of $4,100,000 for the three months er@kgutember 30, 2008 increased $801,000, or 2418, $3,299,000 for the comparal
period of 2007. This increase in earnings was pilgnattributable to increased net interest incoimg, was offset by increased non-interest
expense. The increase in net interest income vidisugible to growth in our loan portfolio, but wpartially offset by the reduction in net
interest margin. Non-interest expense increasedalaests related to the acquisition of KentuckystrBank and Paramount Bank, increased
salaries and benefits for existing employees ardgency and equipment expense to support the addifinew offices acquired in 2007 and
2008. Expenses also increased because FDIC ingupaemiums rose significantly due to growth in dgfgoand amendments to the FDIC’s
risk-based deposit premium assessment system nyatie BDIC Reform Act of 2005 that took effect i0(Z.
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The following table summarizes components of incame expense and the change in those componentefame months ended
September 30, 2008, compared with the same pefi2dQY:

For the Nine Months Change from
Ended September 30, Prior Period
2008 2007 Amount Perceni
(dollars in thousands)
Gross interest incorr $75,82: $65,84( $9,981 15.2%
Gross interest expen 40,07 35,24( 4,83 13.%
Net interest incom 35,74¢ 30,600 5,14¢ 16.¢€
Provision for credit losse 2,65( 2,82¢ (17%) (6.2
Non-interest incom 5,331 3,79C 1,541 40.7
Non-interest expens 20,93 15,59¢ 5,337 34.2
Net income before taxe 17,49¢ 15,96¢ 1,527% 9.€
Income tax expens 5,82¢ 5,38( 44¢ 8.3
Net income 11,67C 10,58¢ 1,081 10.2

Net income of $11,670,000 for the nine months erigatember 30, 2008 increased $1,081,000, or 10r2%6,$10,589,000 for th
comparable period of 2007. This increase in easmgs primarily attributable to increased net igéincome, but was offset by increased
non-interest expense. The increase in net intéresime was attributable to growth in our loan palitf, but was partially offset by the
reduction in net interest margin. Non-interest egaeincreased due to costs related to the acquisifiKentucky Trust Bank and Paramount
Bank, increased salaries and benefits for exigimgloyees and occupancy and equipment expenseporsihe addition of new offices
acquired in 2007 and 2008. Expenses also incrdaseaise FDIC insurance premiums rose significahté/to growth in deposits and
amendments to the FDIC's risk-based deposit prensissessment system made by the FDIC Reform Ad@B that took effect in 2007.

Net Interest Income — Our net interest income was $12,433,000 for liheet months ended September 30, 2008, an incré&3¢687,000, or
15.8%, compared with $10,736,000 for the same gen@007. Net interest spread and margin were%2.88d 3.33%, respectively, for the
third quarter of 2008, compared with 3.03% and @6fespectively, for the third quarter of 2007. heerest income was $35,748,000 for
nine months ended September 30, 2008, an incré&e1a8,000, or 16.8%, compared with $30,600,@aHe same period of 2007. Net
interest spread and margin were 2.88% and 3.288bectively, for the first nine months of 2008, carend with 3.13% and 3.73%,
respectively, for the first nine months of 2007 rGpread and margin were adversely impacted aSdtleral Reserve decreased rates resi
in a 275 basis point decline in the prime raterythe 12 months following September 30, 2007. H@renet interest margin improved four
basis points to 3.33% in the third quarter of 2G@8npared with 3.29% in the second quarter of 20@8primarily to lower funding costs.
Our balance sheet is asset-sensitive, so our liedgsyhave responded more rapidly to the FederséRe rate cuts than our cost of funds. We
expect a slight decline in our net interest maigithe fourth quarter of this year based on th&&gls point rate reduction by the Federal
Reserve on October 8, 2008. If interest rates nersiable, we expect continued margin expansio®@®2ased upon our expectation of
continued downward liability repricing with limite@pricing of assets.
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Our yield on earning assets decreased to 6.70%hdahird quarter of 2008 compared to 7.96% fortkiel quarter of 2007. Our cost of funds
also decreased to 3.72% for the third quarter 682bmpared to 4.93% for the third quarter of 26Dt yield on earning assets declined 15
basis points from 6.85% during the second quaftg008 and our cost of funds decreased 22 basmEgfstom 3.94%. Interest rate cuts made
by the Federal Reserve over the last year adveasiegted our margin as we are asset sensitive edery liabilities continued to reprice
during the third quarter, which lowered our cosfwfds to a greater extent than the downward reyyiof assets.

Our average interest-earning assets were $1.6rbiilir the nine months ended September 30, 2008pared with $1.1 billion for the nine
months ended September 30, 2007, a 32.7% incremsarity attributable to loan growth. Average loamere $1.3 billion for the nine mont
ended September 30, 2008, compared with $963 miliothe nine months ended September 30, 2008, 7/@increase. Our total interest
income increased by 15.2% to $75.8 million for tiiree months ended September 30, 2008, comparedb@&l8 million for the same period
in 2007. The change was due to growth in our lcatf@io and the Kentucky Trust Bank and ParamdBentk acquisitions.

Our average interest-bearing liabilities also iases, by 36.4%, to $1.3 billion for the nine moreghded September 30, 2008, compared with
$971.6 million for the nine months ended Septen30e2007. Our total interest expense increased3bgfa to $40.1 million for the nine
months ended September 30, 2008, compared witl2 $38ion during the same period in 2007, due prilgdo an increase in the volume of
certificates of deposit. Our average volume ofifieates of deposit increased by 30.1% to $927 [lanifor the nine months ended
September 30, 2008, compared with $713.2 milliartie nine months ended September 30, 2007. Thage@terest rate paid on
certificates of deposits decreased to 4.44% fonthe months ended September 30, 2008, comparbdbvii®% for the nine months ended
September 30, 2007. The decrease in cost of fuadgive result of the continued repricing of caréifes of deposit at maturity at lower
interest rates. The certificate of deposit volumarease reflected organic growth as well as theiaitipns of Kentucky Trust Bank and
Paramount Bank.
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Average Balance Sheets

The following table presents the average balaneetstfor the three month periods ending Septenthe2@8 and 2007, along with the
related calculations of tax-equivalent net intenesbme, net interest margin and net interest spieathe related periods.

ASSETS
Interes-earning asset:
Loan receivables (1)(:
Securities
Taxable
Tax-exempt (3’
FHLB stock
Other equity securitie
Federal funds sold and ott
Total interest-earning assets
Less: Allowance for loan loss:
Non-interest earning asse
Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY
Interes-bearing liabilities:
Certificates of deposit and other time depc
NOW and money market depos
Savings accoun
Federal funds purchased and repurchase
agreement
FHLB advance:
Junior subordinated debentul
Total interest-bearing liabilities
Non-interes-bearing liabilities:
Non-interes-bearing deposit
Other liabilities
Total liabilities
Stockholder equity

Total liabilities and stockholders’ equity

Net interest income
Net interest spread
Net interest margin

Three Months Ended September 30,

2008 2007
Average Interest Average Average Interest Average
Balance Earned/Paid Yield/Cost Balance Earned/Paid Yield/Cost
(dollars in thousands)
$1,351,89 $ 23,47¢ 6.91% $1,039,35! $ 21,94 8.3&%
90,49: 1,144 5.0¢ 81,37: 1,00¢ 4.91
21,30¢ 21¢€ 6.2C 16,47¢ 17C 6.3(C
9,941 134 5.3¢€ 8,97¢ 147 6.5(C
3,04¢ 29 3.7¢ 4,141 46 4.41
21,67¢ 10E 1.9¢ 42,90 53¢ 4.9¢
1,498,36: 25,10¢ 6.7(% 1,193,22 23,85 7.9%
(18,280 (13,762
102,62( 67,68¢
$1,582,70: $1,247,14!
$ 954,81¢ $ 9,70: 4006 $ 771,29 $ 10,02¢ 5.1¢%
172,78¢ 86C 1.9¢ 162,02¢ 1,631 3.9¢
35,157 107 1.21 25,15: 98 1.5t
12,77 12¢ 4.0z 5,662 59 4.1%
144,44; 1,421 3.91 67,14¢ 81C 4.7¢
34,00( 458 5.3C 25,00( 48¢€ 7.74
1,353,98: 12,67: 3.7% 1,056,28 13,11¢ 4.92%
93,01« 69,59:
7,624 7,921
1,454,62: 1,133,79
128,08( 113,35(
$1,582,70. $1,247,14
$ 12,43 $ 10,73¢
2.98% 3.03%
3.3% 3.6(%

(1) Includes loan fees in both interest income andtieulation of yield on loan:
(2) Calculations include ne-accruing loans in average loan amounts outstan
(3) Taxable equivalent yields are calculated assumiBg24a federal income tax rat
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Average Balance Sheets

The following table presents the average balaneetstfor the six month periods ending Septembe2@08 and 2007, along with the related
calculations of tax-equivalent net interest incomed, interest margin and net interest spread forehated periods.

Nine Months Ended September 30,

2008 2007
Average Interest Average Average Interest Average
Balance Earned/Paid  Yield/Cost Balance Earned/Paid  Yield/Cost
(dollars in thousands)
ASSETS
Interes-earning asset:
Loan receivables (1)(: $1,316,36° $ 70,65¢ 711% $ 962,82. $ 60,49¢ 8.4(%
Securities
Taxable 95,43: 3,622 5.07 81,68¢ 3,00z 4.91
Tax-exempt (3] 19,94¢ 60€ 6.24 16,36¢ 507 6.37
FHLB stock 9,81( 393 5.3t 8,97¢ 434 6.4¢€
Other equity securitie 3,85z 95 3.2¢ 3,75: 121 4.31
Federal funds sold and ot 24,10( 45C 2.4¢ 33,89¢ 1,27¢ 5.04
Total interest-earning assets 1,469,51 75,82 6.92% 1,107,50. 65,84( 7.98%
Less: Allowance for loan loss: (17,867 (13,399
Non-interest earning asse 101,65: 65,14«
Total assets $1,553,30: $1,159,25.
LIABILITIES AND STOCKHOLDERS' EQUITY
Interes-bearing liabilities:
Certificates of deposit and other time depc $ 927,65¢ $ 30,80¢ 444 $ 713,24. $ 27,16 5.0%%
NOW and money market depos 183,89( 3,11¢ 2.2¢ 141,83: 4,01t 3.7¢
Savings accoun 34,031 33€ 1.32 24,74 265 1.4%
Federal funds purchased and repurchase
agreement 14,741 43¢ 3.9t 2,801 74 3.5t
FHLB advance: 137,18: 4,17¢ 4.07 63,954 2,292 4.7¢
Junior subordinated debentul 28,02: 1,19¢ 5.7C 25,00( 1,43 7.6€
Total interest-bearing liabilities 1,325,52! 40,07: 4.04% 971,57: 35,24( 4.85%
Non-interes-bearing liabilities:
Non-interes-bearing deposit 94,17¢ 68,49¢
Other liabilities 7,48¢ 7,081
Total liabilities 1,427,18! 1,047,15
Stockholder equity 126,11. 112,09°
Total liabilities and stockholders’ equity $1,553,30. $1,159,25.
Net interest income $ 35,74¢ $ 30,60(
Net interest spread 2.88% 3.13%
Net interest margin 3.28% 3.7%

(1) Includes loan fees in both interest income andtieulation of yield on loan:
(2) Calculations include ne-accruing loans in average loan amounts outstan
(3) Taxable equivalent yields are calculated assumiBg24a federal income tax rat
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Rate/Volume Analysis

The table below sets forth certain information regay changes in interest income and interest esgoéor the periods indicated. For each
category of interest-earning assets and interemirigeliabilities, information is provided on chawmattributable to (1) changes in rate
(changes in rate multiplied by old volume); (2) mbes in volume (changes in volume multiplied by m@tk); and (3) changes in rate-volume
(change in rate multiplied by change in volume)afides in rate-volume are proportionately allocéetsveen rate and volume variance.

Three Months Ended September 30, Nine Months Ended September 30,
2008 vs. 2007 2008 vs. 2007
Increase (decrease) Increase (decrease)
due to change in Net due to change in Net
Rate Volume Change Rate VVolume Change

(in thousands)
Interest-earning assets:

Loan receivable $ (4,325 $586: $ 1,537 $(9,739) $19,89¢ $10,15:
Securities 12 17C 182 86 63< 71¢
FHLB stock (28) 15 (13 (79 38 41
Other equity securitie (20 7 ()] (29 3 (26)
Federal funds sold and ot (240 (194 (434) (210 (61¢) (828)
Total increase in interest income (4,597 5,84¢ 1,25¢ (9,979 19,952 9,981

Interest-bearing liabilities:
Certificates of deposit and other time

deposits (2,440 2,114 (32¢) (3,78 7,43: 3,64¢

NOW and money market accoul (879) 10z (777) (1,885 98¢ (897)

Savings accoun (24) 33 9 (29 a0 71
Federal funds purchased and repurch

agreement 2 72 70 10 352 362

FHLB advance: a3 784 611 (390) 2,27¢ 1,88¢

Junior subordinated debentu (187) 14€ (35) (449) 212 (237)

Total increase in interest expens (3,697%) 3,251 (442) (6,51¢) 11,351 4,83:

Increase (decrease) in net interest incornr $ (89F) $ 259 $1697 $(3,45) $ 8,601 $ 5,14¢
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Non-Interest Income — The following table presents the major categasfason-interest income for the three and nine mem=inded
September 30, 2008 and 2007:

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
(in thousands)

Service charges on deposit accol $ 87¢€ $ 665 $2,60 $1,85z2

Income from fiduciary activitie 261 — 84t —
Secondary market brokerage fi 92 67 30€ 232
Title insurance commissiot 50 37 144 14¢
(Losses) gains on sales of investment securitit (207 42 (14¢) 104
Other 547 49¢ 1,57¢ 1,45:
Total nor-interest incomt $1,72¢ $1,31:  $5,331 $3,79(

Nor-interest income for the third quarter ended Sept30, 2008 increased $412,000, or 31.4%, compeitecthe third quarter of 2007.
For the nine months ended September 30, 2008 rierest income increased by $1.5 million to $5.3iarilcompared with $3.8 million for
same period of 2007. The increase in non-intenestme for both the third quarter and nine monthdedrSeptember 30, 2008 was primarily
due to higher service charges on deposit accoudtin@ome from fiduciary activities from the trugieration acquired in the Kentucky Trust
Bank transaction. Income from fiduciary activitedded $261,000 and $845,000 to non-interest indorttee third quarter and first nine
months of 2008, respectively. This was partialfisef by a $101,000 net loss on the sale of seesiriti the third quarter of 2008 compared
with a net gain of $42,000 in the same quarter0®f72and a $146,000 net loss on the sale of sezaifiir the first nine months of the current
year compared with a net gain of $104,000 for itg fiine months of 200°

Non-interest Expense — The following table presents the major categorfason-interest expense for the three and nine nsoertided
September 30, 2008 and 2007:

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
(in thousands)

Salary and employee benel $ 3,666 $ 3,11 $11,38: $ 9,051
Occupancy and equipme 882 673 2,69¢ 1,837
State franchise ta 43t 32¢ 1,30¢ 97¢€
FDIC insurance 284 76 747 127
Professional fee 177 14¢ 59t 48¢E
Postage and delive 201 127 56€ 38¢
Communication: 181 11z 53C 32z
Other real estate owned expe 10¢ 232 45¢€ 327
Office supplies 10¢ 10t 44¢ 34¢
Advertising 10C 14C 401 39:¢
Other 62€ 48C 1,80¢ 1,34z
Total nor-interest expens $ 6,76¢ $ 553¢ $20,937  $15,59¢

Nor-interest expense for the third quarter ended SdypeB0, 2008 increased $1.2 million, or 22.3%, carag with the third quarter of 20(
For the nine months ended September 30, 2008, nterest expense increased $5.3 million, or 34.29%20.9 million compared with $15.6
million for the first nine months of 2007. The iraise in non-interest expense was primarily at@itletto costs related to the acquisitions of
Kentucky Trust Bank and Paramount Bank, increaatadies and benefits for existing employees, amdipancy and equipment expense to
support the addition of new offices acquired in2@0d 2008. Expenses also increased because FRU@ite premiums rose significantly
due to growth in deposits and amendments madeelyEHC to its risk-based deposit premium assesspyatem taking effect in 2007.
Expenses also increased for other real estate ofsored$327,000 in the first nine months of 20034%56,000 in the first nine months of 2(
due to higher costs related to foreclosures onp@iforming credits, repossessing collateral andratbllection efforts. This increase in non-
interest expense primarily caused our efficiengipr® increase to 50.8% for the first nine mormh2008 compared with 45.5% for the same
period of 2007.

23




Table of Contents

Income Tax Expense —Income tax expense was $2.0 million, or 33.2% eftax income, for the third quarter ended Septer8beR008, and
$5.8 million, or 33.3% of pre-tax income for thesfinine months of 2008, compared with $1.7 million34.2% of pre-tax income, for the
third quarter of 2007, and $5.4 million, or 33.7%pce-tax income, for the first nine months of 200%e decrease in effective tax rate
between periods is attributable to an increas@mtaxable income from municipal securities andeased tax credits related to investments
in community development partnerships.

Analysis of Financial Condition

Total assets increased $140.2 million, or 9.6%1t® billion at September 30, 2008 from $1.5 hillext December 31, 2007. This increase
was primarily attributable to an increase of $122ibion in net loans from organic growth and tregaisition of Paramount Bank.

Loans Receivable — Loans receivable increased $124.8 million, or 1Q.@86ing the nine months ended September 30, 2088&.8 billion.
Our commercial, commercial real estate and reatesonstruction portfolios increased by an agdeegb$59.9 million, or 7.1%, during the
nine months and comprised 67.7% of the total laantf@io at September 30, 2008.

Loan Portfolio Composition — The following table presents a summary of the Iparifolio at the dates indicated, net of deferi@ahl fees, by
type. There are no foreign loans in our portfoéind other than commercial real estate, construcéiahestate and residential real estate, there
is no concentration of loans in any industry exaegd 0% of total loans.

As of September 30, As of December 31,
2008 2007
Amount Percent Amount Percent

(dollars in thousands)

Type of Loan;

Real estate
Commercial $ 449,68t 335 $ 422,40' 34.6%
Constructior 368,42: 27.4¢ 318,46: 26.1F
Residentia 341,08: 25.41 288,70 23.71
Home equity 32,83: 2.4~ 25,38: 2.0¢
Commercial 91,31¢ 6.8(C 108,61¢ 8.9
Consume 39,31¢ 2.9¢ 38,061 3.12
Agriculture 16,58( 1.2 14,85t 1.22
Other 3,22¢ 0.2¢ 1,211 0.1C
Total loans $1,342,46° 100.00% $1,217,69¢ 100.0(%

Non-Performing Assets — Non-performing assets consist of certain restrectinans for which interest rate or other termsehaaen
renegotiated, loans past due 90 days or morepatéiccrual, loans on which interest is no longerwad, real estate acquired through
foreclosure and repossessed assets.
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The following table sets forth information with pest to non-performing assets as of September(®X8 and December 31, 2007.

September 3C December 31
2008 2007
(dollars in thousands)

Loans past due 90 days or more still on acc $ 4,99 $ 2,14t

Non-accrual loan: 10,42( 10,52/

Total nor-performing loan: 15,417 12,66¢

Real estate acquired through foreclos 7,521 4,30¢

Other repossessed ass 96 30

Total nor-performing asset $ 23,03 $ 17,00¢
Non-performing loans to total loar 1.15% 1.04%
Non-performing assets to total ass 1.44% 1.17%

Nonperforming loans at September 30, 2008 weredbiillion, or 1.15% of total loans, compared wi4 million, or 0.78% of total loan

at September 30, 2007, and $12.7 million, or 1.@4%6tal loans, at December 31, 2007. The incred$2.7 million in non-performing loans
from December 31, 2007 to September 30, 2008 iisgpify attributable to the effects of the econosimvdown in the real estate market. We
continue to closely monitor non-performing loans.

Foreclosed properties at September 30, 2008 weberilion compared with $6.9 million at Septemi3€;, 2007 and $4.3 million at
December 31, 2007. The increase in foreclosed ptiepdrom year-end 2007 is attributable to theneenic slowdown in the real estate
market and the normal progression of troubled lahrmugh workout, collateral repossession and aitémdisposition. We value foreclosed
properties at fair value less costs to sell whequiied and expect to liquidate these propertiee¢over our investment in the due course of
business.

Allowance for Loan Losses — The allowance for loan losses is based on managé&wamtinuing review and risk evaluation of indival
loans, loss experience, current economic conditiosis characteristics of various categories ohkand such other factors that, in
management’s judgment, require current recognitiagstimating loan losses.

Management has established loan grading procethaesesult in specific allowance allocations fay &stimated inherent risk of loss. For
loans not individually graded, a general allowaaltecation is computed using factors developed tivee based on actual loss experience.
The specific and general allocations plus constaeraf qualitative factors represent managensebést estimate of probable losses contze
in the loan portfolio at the evaluation date. Alilgh the allowance for loan losses is comprisegetiic and general allocations, the entire
allowance is available to absorb any credit losses.

Our loan loss reserve as a percentage of totatlaa8eptember 30, 2008 increased to 1.39% froB%d & September 30, 2007 and from
1.34% at December 31, 2007. Provision for loandsstecreased $250,000 to $1.3 million for the thurdrter of 2008 compared with the
third quarter of 2007 and increased $500,000 coetpaith the second quarter of 2008. Provision danllosses decreased $175,000 to $2.7
million for the nine months ended September 3082@0mpared with $2.8 million for the same nine therof 2007. The decrease in
provision expense was primarily due to the modenadf loan growth in the current periods. Net lcharge-offs were very stable for the
periods under review. Net charge-offs for the tljudrter of 2008 were $745,000, or 0.06% of avelages, compared with $479,000, or
0.05%, for the third quarter of 2007, and $684,@00.05%, for the second quarter of 2008. Netadaffs for the nine months ended
September 30, 2008, were $1.8 million, or 0.13%\w&rage loans, compared with $1.2 million, or 0.1&36the first nine months of 2007.
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An analysis of changes in allowance for loan logsetsselected ratios for the three and nine moettiogls ended September 30, 2008 and
2007 follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
(dollars in thousands)

Balance at beginning of peri $18,13:¢ $13,47¢ $16,34: $12,83:
Acquired in bank acquisitio — — 1,42( —
Provision for loan losse 1,25( 1,50(C 2,65( 2,82¢
Recoveries 37 40 22t 18¢
Charge-offs (782) (519 (1,999 (1,349
Balance at end of peric $18,63¢ $14,50( $18,63¢ $14,50(
Allowance for loan losses to per-end loan: 1.3%% 1.35% 1.3%% 1.35%
Net charg-offs to average loar 0.0€% 0.05% 0.13% 0.12%
Allowance for loan losses to n-performing loan: 120.8% 173.3% 120.8% 173.3%

Liabilities— Total liabilities at September 30, 2008 were $illtoh compared with $1.3 billion at December 3D0Z, an increase of $134.7
million, or 10.1%. The increase was primarily dttiiable to an increase in deposits of $105.4 millar 9.0%, at September 30, 2008 to $1.3
billion from $1.2 billion at December 31, 2007 parily due to the acquisition of Paramount Bank.

Federal Home Loan Bank advances also increased $#llion, or 18.1%, to $143.8 million from $121n8@llion at December 31, 2007.
These advances are used from time to time to fasdtagyrowth and manage interest rate risk in aao@alwith our asset/liability managen

strategies.

Deposits are our primary source of funds. The foihg table sets forth the average daily balancesvagighted average rates paid for our
deposits for the periods indicated:

For the Nine Months For the Year

Ended September 30, Ended December 31,
2008 2007
Average Average
Average Average
Balance Rate Balance Rate
(dollars in thousands)
Demanc $ 94,17 — $ 73,18 —
Interest checkini 96,41 1.86% 60,60( 2.05%
Money marke 87,47¢ 2.71 97,04¢ 4.6¢
Savings 34,03: 1.32 25,76¢ 1.44
Certificates of depos 927,65¢ 4.44 740,69: 5.0¢
Total deposit: $1,239,75! 3.6¢ $997,28° 4.4
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The following table sets forth the average daillabees and weighted average rates paid for ouficates of deposit for the periods
indicated:

For the Nine Months Ended For the Year Ended
September 30, 2008 December 31, 2007
Average
Average Average Average
Balance Rate Balance Rate
(dollars in thousands)
Less than $100,0C $ 602,87¢ 441%  $529,11. 5.04%
$100,000 or mor 324,78( 4.4¢ 211,57¢ 5.2Z
Total $ 927,65¢ 4.44 $740,69: 5.0¢

The following table shows at September 30, 2008ecember 31, 2007 the amount of our time depo§f$d.00,000 or more by time
remaining until maturity:

As of As of
September 3C December 31

Maturity Period 2008 2007

(in thousands)

Three months or les $ 90,36! $ 95,31t
Three months through six mont 93,975 73,01:
Six months through twelve mont 119,78. 66,53¢
Over twelve month 66,45 44 87
Total $ 370,57: $ 279,73

Liquidity

Liquidity risk arises from the possibility we magptrbe able to satisfy current or future financiafmenitments, or may become unduly reliant
on alternative funding sources. The objective ailility risk management is to ensure that the ashrequirements of depositors and
borrowers, as well as our operating cash needsnetetaking into account all on- and off-balankbeet funding demands. Liquidity risk
management also includes ensuring cash flow needset at a reasonable cost. We maintain an inesgtemd funds management policy,
which identifies the primary sources of liquidigstablishes procedures for monitoring and measligoglity and establishes minimum
liquidity requirements in compliance with regulatguidance. The liquidity position is continuallyonitored and reviewed by our Asset
Liability Committee.

Funds are available from a number of sources, dictuthe sale of securities in the available-fdegeortion of the investment portfolio,
principal pay-downs on loans and mortgage-backedrigies, brokered deposits and other wholesaldifigh During 2007 and the first nine
months of 2008, PBI Bank utilized brokered and eBale deposits to supplement its funding stratag$eptember 30, 2008, these deposits
totaled $61.5 million. PBI Bank also secured fetinads borrowing lines from major correspondembsatotaling $46.3 million on an
unsecured basis and an additional $25 million sacured basis.

Traditionally, PBI Bank has utilized borrowings iinche FHLB to supplement our funding requiremeAtsSeptember 30, 2008, the Bank
had an unused borrowing capacity with the FHLB&7.$ million. Management believes our sourcesmfitlity are adequate to meet
expected cash needs for the foreseeable future.
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We use cash to pay dividends on common stockdfvamen declared by the board of directors, aneéteice debt. The main sources of
funding include dividends paid by PBI Bank, managatifees received from PBI Bank and affiliated tsaakd financing obtained in the
capital markets.

Capital

Stockholders’ equity increased $5.5 million to $Bmillion at September 30, 2008, compared with2s3 2nillion at December 31, 2007.
The increase was due to net income earned dur@nfirtit nine months of 2008 reduced by dividendsated and changes in accumulated
other comprehensive loss. The Company and the Baalfied as well capitalized under regulatory glides at September 30, 2008.

Each of the federal bank regulatory agencies hableshed minimum leverage capital requirementsfmking organizations. Banking
organizations must maintain a minimum ratio of Tierapital to adjusted average quarterly assetal @éq3% to 5% subject to federal bank
regulatory evaluation of an organization’s ovesallety and soundness.

The following table shows the ratios of Tier 1 ¢apand total capital to risk-adjusted assets Areddverage ratios for Porter Bancorp, Inc.
and PBI Bank at the dates indicated:

Well-

Regulatory Capitalized September 30, 2008 December 31, 2007
Porter PBI Porter PBI
Minimums Minimums Bancorp Bank Bancorp Bank
Tier | capital 4.C% 6.0% 9.55% 9.1¢% 10.3% 9.30¥%
Total risk-based capite 8.C 10.C 11.4¢ 11.1:2 11.6¢ 10.55
Tier | leverage ratit 4.C 5.0 8.11 7.7¢ 9.07 8.11

Item 3. Quantitative and Qualitative Disclosures abut Market Risk

The Company'’s interest sensitivity profile was asemsitive at September 30, 2008, and Decemb&(®¥,. Given an instantaneous 100
basis point decrease in rates that was sustaimddfimonths, base net interest income would deerepasin estimated 6.1% at September 30,
2008 compared with a decrease of 5.4% at Decenfh@0B7. Given a 100 basis point increase in istawes, base net interest income
would increase by an estimated 4.7% at Septemh&(88, compared with an increase of 5.3% at Deeerdb, 2007 and is within the risk
tolerance parameters of our risk management policy.

The following table indicates the estimated impathet interest income under various interestse¢marios for the twelve months following
September 30, 2008, as calculated using the stadick model approach:

Change in Future
Net Interest Income

Dollar Change Percentage Chang
(dollars in thousands)
+ 200 basis point $ 4,99¢ 10.16%
+ 100 basis point 2,30¢ 4.6¢
- 100 basis point (3,006 (6.17)
- 200 basis point (7,649 (15.59)
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Item 4. Controls and Procedures

As of the end of the period covered by this Qurteeport on Form 10-Q for the quarter ended Sep&r80, 2008, we carried out an
evaluation, under the supervision and with theigipgtion of our management, including our chieéextive officer and chief financial

officer, of the effectiveness of the design andrapen of our disclosure controls and proceduregéfined in Rules 13a-15(e) and 15d-15(e)
of the Securities Exchange Act of 1934). Basedhisdvaluation, our chief executive officer andegtiinancial officer concluded that, as of
the end of the fiscal quarter covered by this refbese disclosure controls and procedures agetéfé to ensure that information required to
be disclosed by us in the reports we file or suhhmder the Exchange Act is: (a) recorded, procesaadmarized and reported within the ti
periods specified in the rules and forms of theuites and Exchange Commission, and (b) accumiliatel communicated to our
management, including our chief executive officed ahief financial officer, as appropriate to alltmely decisions regarding required
disclosure. Additionally, there was no change iniaternal control over financial reporting duritige fiscal quarter covered by this report
has materially affected, or is reasonably likelyrtaterially affect, the internal control over fircéal reporting.
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PART Il - OTHER INFORMATION

Item 1. Legal Proceedings

In the normal course of operations, we are defeisdarvarious legal proceedings. In the opiniomaihagement, there is no proceeding
pending or, to the knowledge of our managemengatiened litigation in which an adverse decisioridcoesult in a material adverse change
in our business or consolidated financial position.

Item 1A. Risk Factors

Information regarding risk factors appears in tloenpany’s Annual Report on Form 10-K for the yeadeshDecember 31, 2007 under
Item 1A — Risk Factors. There have been no matehiahges from the risk factors previously discussenir Form 10-K.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds
Purchases of Equity Securities by Issuer

In December 2006, the Company’s Board of Directqmsroved the repurchase of shares of Porter Balscommmon stock in an amount not
to exceed $3 million, exclusive of any fees or cassions. The shares may be repurchased from tirtiméoin open market transactions or
privately negotiated transactions at its discretsubject to market conditions and other factore Tompany did not repurchase any shar
the third quarter of 2008. As of September 30, 26@8ter Bancorp had approximately $2.5 million agmmng to purchase shares under the
current stock repurchase program.

Item 3. Default Upon Senior Securities
Not applicable

Iltem 4. Submission of Matters to a Vote of Securities Holde
Not applicable

Item 5. Other Information
Not applicable

ltem 6. Exhibits
(a) Exhibits

The following exhibits are filed or furnished astpaf this report:

Exhibit

Number Description of Exhibit

31.1 Certificationof Principal Executive Officer, pursudo Rule 13« 14(a).

31.2 Certificationof Principal Financial Officer, pursuao Rule 13« 14(a).

32.1 Certification of Principal Executive Officer, puiaut to 18 U.S.C Section 1350, as adopted pursagedtion 906 of the
Sarbane-Oxley Act of 2002

32.2 Certification of Principal Financial Officer, puraat to 18 U.S.C Section 1350, as adopted pursagedtion 906 of the

Sarbane-Oxley Act of 2002
30




Table of Contents

SIGNATURES

Pursuant to the requirements of the Securities &xgé Act if 1934, the Registrant had duly causedréport to be signed on its behalf by the
undersigned thereunto duly authorized.

PORTER BANCORP, INC.
(Registrant’

October 31, 2008 By: /s/ Maria L. Bouvette
Maria L. Bouvette
President & Chief Executive Offic

October 31, 2008 By: /s/ David B. Pierce
David B. Pierce
Chief Financial Officer and Chief Accounting Offic
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Exhibit 31.1

Porter Bancorp, Inc.
Rule 13a-14(a) Certification
of Chief Executive Officer

I, Maria L. Bouvette, Chief Executive Officer of er Bancorp, Inc. (the “Company”), certify that:
1. I have reviewed this Quarterly Report on ForrL6f the Company;

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

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

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

(a) Designed such disclosure controls and procsgorecaused such disclosure controls and procsdorge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh&ubsidiaries, is made known to us by others
within those entities, particularly during the etin which this report is being prepared,;

(b) Designed such internal control over financegarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assuram@ading the reliability of financial reporting attte preparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentisi report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such evaluation; and

(d) Disclosed in this report any change in thegegnt's internal control over financial reportitiit occurred during the registrant’s
most recent fiscal quarter (the registrant’s fotigbal quarter in the case of an annual repod) tias materially affected, or is reasonably
likely to materially affect, the registrant’s intel control over financial reporting; and

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

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

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the registrant’s
internal control over financial reporting.

Dated: October 31, 2008 /s/ Maria L. Bouvette
Maria L. Bouvette
Chief Executive Office




Exhibit 31.2

Porter Bancorp, Inc.
Rule 13a-14(a) Certification
of Chief Financial Officer

I, David B. Pierce, Chief Financial Officer of PartBancorp, Inc. (the “Company”), certify that:
1. I have reviewed this Quarterly Report on ForrL6f the Company;

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

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

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimlisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedaoitee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by others
within those entities, particularly during the metin which this report is being prepared,;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assuramzgdang the reliability of financial reporting attie preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registragiisslosure controls and procedures and presenttsi report our conclusions about
the effectiveness of the disclosure controls andeguiures, as of the end of the period coveredibyéport based on such evaluation; and

(d) Disclosed in this report any change in thegsegnt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intedl control over financial reporting; and

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

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

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the registrant’s
internal control over financial reporting.

Dated: October 31, 2008 /s/ David B. Pierce
David B. Pierce
Chief Financial Officel




Exhibit 32.1
SECTION 906 CERTIFICATION

In connection with the Quarterly Report on FormQ@f Porter Bancorp, Inc. (the “Company”) for theagterly period ended
September 30, 2008, as filed with the SecuritiesExchange Commission on the date hereof (the “R§pbh Maria L. Bouvette, Chief
Executive Officer of the Company, do hereby certifiyaccordance with 18 U.S.C. Section 1350, ap@diopursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirementsSetction 13(a) or 15(d), as applicable, of the SdesrExchange Act of 1934,
amended; an

(2) The information contained in the Report faphesents, in all material respects, the finan@alition and results of operations of
the Company
PORTER BANCORP, INC

Dated: October 31, 2008 By: /s/ Maria L. Bouvette
Maria L. Bouvette
Chief Executive Office




Exhibit 32.2
SECTION 906 CERTIFICATION

In connection with the Quarterly Report on FormQ®@f Porter Bancorp, Inc. (the “Company”) for thenaal period ended
September 30, 2008, as filed with the SecuritiesEExchange Commission on the date hereof (the “R§ph David B. Pierce, Chief
Financial Officer of the Company, do hereby certifyaccordance with 18 U.S.C. Section 1350, aptdiopursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirementsSetction 13(a) or 15(d), as applicable, of the SdesrExchange Act of 1934,
amended; an

(2) The information contained in the Report faphesents, in all material respects, the finan@alition and results of operations of
the Company
PORTER BANCORP, INC

Dated: October 31, 2008 By: /s/ David B. Pierce
David B. Pierce
Chief Financial Officel




