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As used in this Annual Report on Form 10-K (“Form 10-K”), “Peoples” refers to Peoples Bancorp Inc. and its
consolidated subsidiaries collectively, except where the context indicates the reference relates solely to the registrant,
Peoples Bancorp Inc. Unless otherwise indicated, all note references contained in this Form 10-K refer to the Notes to
the Consolidated Financial Statements included in Item 8 of this Form 10-K.
PART 1
ITEM 1. BUSINESS
Corporate Overview
Peoples Bancorp Inc. is an Ohio corporation and a financial holding company organized in 1980. Peoples operates
principally through its wholly-owned subsidiary, Peoples Bank, National Association (“Peoples Bank™). As of the date
of this Form 10-K, Peoples' other wholly-owned subsidiary was Peoples Investment Company. Peoples Bank's
operating subsidiaries included Peoples Insurance Agency, LLC (“Peoples Insurance”) and PBNA, L.L.C., an asset
management company. Peoples Investment Company owned Peoples Capital Corporation.
Peoples Bank was first chartered in 1902 as an Ohio banking corporation under the name “The Peoples Banking and
Trust Company” in Marietta, Ohio, and was later reorganized as a national banking association under its current name
in 2000. Peoples Insurance was first chartered in 1994 as an Ohio corporation under the name “Northwest Territory
Property and Casualty Insurance Agency, Inc.” In late 1995, Peoples Insurance was awarded insurance agency powers
in the State of Ohio, becoming the first insurance agency in Ohio to be affiliated with a financial institution. In 2009,
Peoples Insurance was converted from an Ohio corporation to an Ohio limited liability company under its current
name.
Peoples Investment Company, its subsidiary, Peoples Capital Corporation, and PBNA, L.L.C. were formed in 2001 to
optimize Peoples' consolidated capital position and provide new investment opportunities as a means of enhancing
profitability. These opportunities include, but are not limited to, investments in low-income housing tax credit funds
or projects, venture capital and other higher risk investments, which are either limited or restricted as investments by
Peoples Bank. Presently, the operations of these companies do not represent a material part of Peoples' overall
business activities.
Business Overview
Peoples makes available a complete line of banking, investment, insurance and trust solutions through its financial
units — Peoples Bank and Peoples Insurance. These products and services include the following:

various demand deposit accounts, savings accounts, money market accounts and certificates of deposit

commercial, consumer and real estate mortgage loans (both commercial and residential) and lines of credit

debit and automated teller machine (“ATM”) cards

corporate and personal trust services

safe deposit rental facilities

travelers checks, money orders and cashier's checks

full range of life, health and property and casualty insurance products

custom-tailored fiduciary and wealth management services
Peoples' financial products and services are offered through its financial service locations and ATMs in Ohio, West
Virginia and Kentucky, as well as telephone and internet-based banking through both PCs and mobile devices.
Brokerage services are offered exclusively through an unaffiliated registered broker-dealer located at Peoples Bank's
offices. Peoples also makes available credit cards to consumers and businesses, as well as merchant credit card
processing services, through joint marketing arrangements with third parties.
Peoples' business activities are currently confined to one reporting unit and reportable segment, which is community
banking. For a discussion of Peoples' financial performance for the fiscal year ended December 31, 2012, see Peoples'
Consolidated Financial Statements and Notes to the Consolidated Financial Statements found in Item 8 of this Form
10-K.
Peoples has a history of expanding its business, including its customer base and primary market area, through a
combination of internal growth and targeted acquisitions. The internal growth has included the opening of de novo
banking and loan production offices located in or near Peoples' existing market area. Acquisitions have consisted of
traditional banking offices, both individually and as part of entire institutions, insurance agencies and financial
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integrate non-traditional products and services, such as insurance and investments, with the traditional banking
products offered to its clients; (2) increase market share in existing markets; (3) expand Peoples' core financial service

businesses of banking, insurance and
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wealth management and (4) improve operating efficiency by redirecting resources to offices and markets with greater
growth potential.

Recent Corporate Developments

Peoples previously formed a statutory business trust subsidiary (PEBO Capital Trust I) for the sole purpose of issuing
preferred securities and investing the proceeds in junior subordinated debentures of Peoples. The trust preferred
securities qualified as Tier 1 capital for regulatory capital purposes, subject to certain quantitative limits and
qualitative standards. PEBO Capital Trust I was dissolved on December 19, 2012, since Peoples repaid the junior
subordinated debentures and related trust preferred securities. Additional information can be found in Note 10 of the
Notes to the Consolidated Financial Statements.

Primary Market Area and Customers

Peoples considers its primary market area to consist of the counties where it has a physical presence and neighboring
counties. Peoples currently has a physical presence in the counties of Athens, Fairfield, Franklin, Gallia, Guernsey,
Meigs, Morgan, Muskingum, Noble, Tuscarawas and Washington in Ohio; Cabell, Kanawha, Mason, Wetzel and
Wood in West Virginia; and Boyd, Greenup and Pike in Kentucky. This market area encompasses the Metropolitan
Statistical Areas (“MSA”) of Parkersburg-Marietta-Vienna, WV-OH, Charleston, WV and Huntington-Ashland,
WV-KY-OH, and portions of the Columbus, OH MSA. This primary market area largely consists of rural or small
urban areas with a diverse group of industries and employers. Principal industries in this area include health care,
education and other social services; plastics and petrochemical manufacturing; oil, gas and coal production; and
tourism and other service-related industries. In addition, this market area overlaps both the Marcellus and Utica shale
formations, which are being explored for oil and natural gas. As a result, economic activity has been increasing
steadily which is causing lower unemployment in Ohio and West Virginia, as well as creating growth opportunities
for Peoples. Because of this diversity, Peoples is not dependent upon any single industry segment for its business
opportunities.

Lending Activities

Peoples Bank originates various types of loans, including commercial and commercial real estate loans, residential
real estate loans, home equity lines of credit, real estate construction loans, and consumer loans. Peoples Bank's
lending activities are focused principally on lending opportunities within its primary market areas, although Peoples
Bank occasionally originates loans outside its primary markets related to existing customer relationships. In general,
Peoples Bank retains the majority of loans it originates; however, certain longer-term fixed-rate mortgage loan
originations, primarily one-to-four family residential mortgages, are sold into the secondary market.

Peoples Bank's loans consist of credits to borrowers spread over a broad range of industrial classifications. At
December 31, 2012, Peoples Bank had no concentration of loans to borrowers engaged in the same or similar
industries that exceeded 10% of total loans nor had any loans outstanding to non-U.S. entities.

Legal Lending Limit

Federal regulations impose a limit on the aggregate amount a financial institution may lend to one borrower, including
certain related or affiliated borrowers. This legal lending limit is generally 15% of the institution's total capital, as
defined by risk-based capital regulations, plus any allowance for loan losses not already included in total capital. At
December 31, 2012, Peoples Bank's legal lending limit was approximately $27.8 million. During 2012, Peoples Bank
did not extend credit to any one borrower or group of affiliated borrowers in excess of its legal lending limit.
Commercial Lending

Commercial, financial and agricultural loans (“commercial loans”), including loans secured by commercial real estate,
represent the largest portion of Peoples' total loan portfolio, comprising approximately 56.7% of total loans at
December 31, 2012. Commercial lending inherently involves a significant degree of risk of loss since commercial
loan relationships generally involve larger loan balances than other loan classes. Additionally, repayment of
commercial loans normally depends on adequate cash flows of a business, which can be negatively impacted by
adverse changes in the general economy or in a specific industry.

Commercial Lending Practices. Loan terms include amortization schedules and interest rates commensurate with the
purpose of each loan, the source of repayment and the risk involved. The majority of Peoples Bank's commercial loans
carry variable interest rates equal to an underlying index rate plus a margin. Peoples Bank occasionally originates
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flows to evaluate whether the borrower's anticipated future cash flows will be adequate to service both interest and
principal due.

On an annual basis, Peoples Bank strives to evaluate all loan relationships whose aggregate debt to Peoples Bank is
greater than $500,000 for possible credit deterioration. This loan review process provides Peoples Bank with
opportunities to identify potential problem loans and take proactive actions to assure repayment of the loan or
minimize Peoples Bank's risk of loss, such as reviewing the relationship more frequently based upon the loan quality
rating and aggregate debt outstanding. Upon detection of the reduced ability of a borrower to meet cash flow
obligations, the loan is reviewed for possible downgrading or placement on nonaccrual status. Relationships under
$500,000 are evaluated for credit deterioration once the borrower becomes delinquent.

Construction Loans

Peoples Bank originates various construction loans to provide temporary financing during the construction phase for
commercial and residential properties. At December 31, 2012, outstanding construction loans comprised 3.5% of
Peoples' loan portfolio. Construction financing is generally considered to involve the highest risk since Peoples Bank
is dependent largely upon the accuracy of the initial estimate of the property's value at completion of construction and
the estimated cost (including interest) of construction. If the estimated construction cost proves to be inaccurate,
Peoples Bank may be required to advance funds beyond the amount originally committed to enable completion of the
project. In certain cases, such as real estate development projects, repayment of construction loans occurs as a result of
subsequent sales of the developed real estate.

Construction Lending Practices. Peoples Bank's construction lending is focused primarily on commercial and
residential projects of select real estate developers and homebuilders. These projects include the construction of office,
retail or industrial complexes and real estate development for either residential or commercial uses. The underwriting
criteria for construction loans is generally the same as for non-construction loans.

To mitigate the risk of construction lending, Peoples Bank requires periodic site inspections by a construction loan
manager, appraiser or architect to ensure appropriate completion of the project prior to any disbursements.
Construction loans are structured to provide sufficient time to complete construction, including consideration for
weather or other variables that influence completion time, although Peoples Bank generally requires the term to be
less than two years.

Real Estate Loans

While commercial loans comprise the largest portion of Peoples' loan portfolio, generating residential real estate loans
remains a major focus of Peoples' lending efforts, whether the loans are ultimately sold into the secondary market or
retained in Peoples' loan portfolio. At December 31, 2012, portfolio residential real estate loans comprised 23.7% of
total loans. Peoples also had $6.5 million of residential real estate loans held for sale and was servicing $330.7 million
of loans, consisting primarily of one-to-four family residential mortgages, previously sold in the secondary market.
Peoples Bank originates both fixed-rate and adjustable-rate real estate loans. Typically, the longer-term fixed-rate real
estate loans are sold in the secondary market, with Peoples retaining servicing rights on those loans. In select cases,
Peoples Bank may retain certain fixed-rate real estate loans or sell the loans without retaining the servicing rights.
Real Estate Lending Practices. Peoples Bank typically requires residential real estate loan amounts to be no more than
80% of the purchase price or the appraised value of the real estate securing the loan, whichever is lower, unless private
mortgage insurance is obtained by the borrower for the percentage exceeding 80%. In limited circumstances, Peoples
Bank may lend up to 100% of the appraised value of the real estate, although such lending currently is limited to loans
that qualify under established federally backed rural housing programs. The risk conditions of real estate loans are
considered during underwriting for the purposes of establishing an interest rate commensurate with the risks inherent
in mortgage lending and the remaining equity of the home, if any.

Real estate loans are typically secured by first mortgages with evidence of title in favor of Peoples Bank in the form of
an attorney's opinion of the title or a title insurance policy. Peoples Bank also requires proof of hazard insurance, with
Peoples Bank named as the mortgagee and loss payee. Licensed appraisals are required for all real estate loans.

Home Equity Lines of Credit

Peoples Bank originates home equity lines of credit that provide consumers with greater flexibility in financing
personal expenditures. At December 31, 2012, outstanding home equity lines of credit comprised 5.2% of Peoples'
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years and converting to a variable interest rate for the remaining five years. At December 31, 2012, total outstanding
principal balances and available credit amounts of these convertible rate home equity lines of credit were $16.9
million and $19.9 million, respectively, and the weighted-average remaining maturity was 6.3 years. The average
original loan amount for these convertible rate home equity lines of credit was approximately $30,000 at

December 31, 2012.

Home Equity Lending Practices. Home equity lines of credit are generally made as second mortgages by Peoples
Bank. The maximum amount of a home equity line of credit is generally limited to 80% of the appraised value of the
property less the balance of the first mortgage. Peoples Bank may lend up to 90% of the appraised value of the
property at higher interest rates that are commensurate with the additional risk being assumed in these situations. The
home equity lines of credit are written with ten-year terms and are subject to review upon request for renewal.
Consumer Lending

Peoples Bank's consumer lending activities primarily involve loans secured by automobiles, boats, recreational
vehicles and other personal property. At December 31, 2012, consumer loans comprised 10.3% of Peoples' loan
portfolio.

Consumer Lending Practices. Consumer loans generally involve more risk as to collectability than real estate
mortgage loans because of the type and nature of the collateral and, in certain instances, the absence of collateral. As a
result, consumer lending collections are dependent upon the borrower's continued financial stability, and are at more
risk from adverse changes in personal circumstances. In addition, application of various state and federal laws,
including bankruptcy and insolvency laws, could limit the amount that may be recovered under these loans. Credit
approval for consumer loans typically requires demonstration of sufficiency of income to repay principal and interest
due, stability of employment, credit history and sufficient collateral for secured loans. It is the policy of Peoples Bank
to review its consumer loan portfolio monthly and to charge-off loans that do not meet its standards, and to adhere
strictly to all laws and regulations governing consumer lending. A qualified compliance officer is responsible for
monitoring regulatory compliance performance and for advising and updating loan personnel.

Peoples Bank makes available optional credit life insurance and accident and health insurance to all qualified
borrowers, thus reducing risk of loss when a borrower's income is terminated or interrupted due to accident, disability
or death.

Overdraft Privilege

Peoples Bank grants Overdraft Privilege to qualified customers. Overdraft Privilege is a service that provides
overdraft protection to retail deposit customers by establishing an Overdraft Privilege amount. After a 30-day waiting
period to verify account activity, each new checking account usually receives an Overdraft Privilege amount of either
$400 or $700, based on the type of account and other parameters. Once established, customers are permitted to
overdraw their checking account at Peoples Bank's discretion, up to their Overdraft Privilege limit, with each item
being charged Peoples Bank's regular overdraft fee. Customers repay the overdraft with their next deposit. Overdraft
Privilege is designed to allow Peoples Bank to fill the void between traditional overdraft protection, such as a line of
credit, and “check cashing stores”. Under federal banking regulations, Peoples Bank is required to obtain the consent of
its customers in order to apply Overdraft Privilege to ATM and one-time debit card transactions. While Overdraft
Privilege generates fee income, Peoples maintains an allowance for losses from checking accounts with overdrafts
deemed uncollectible. This allowance, along with the related provision and net charge-offs, is included in Peoples'
allowance for loan losses.

Investment Activities

Investment securities comprise 37.0% of Peoples' total assets. The majority of Peoples' investment activities are
conducted through Peoples Bank, although Peoples and its non-banking subsidiaries engage in investment activities
from time-to-time. Investment activity by Peoples Bank is subject to certain regulatory guidelines and limitations on
the types of securities eligible for purchase. As a result, the investment securities owned by Peoples Bank include
obligations of the U.S. Treasury, agencies and corporations of the U.S. government, including mortgage-backed
securities, bank eligible obligations of any state or political subdivision in the U.S. and bank eligible corporate
obligations, including private-label mortgage-backed securities. The investments owned by Peoples are comprised of
common stocks issued by various unrelated banking holding companies. The investments owned by Peoples'
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non-banking subsidiaries currently consist of tax credit funds, corporate obligations, municipal obligations and

privately issued mortgage-backed securities.

Peoples' investment activities are governed internally by a written, Board-approved policy, which is administered by
Peoples' Asset-Liability Management Committee (“ALCQO”). The primary purpose of Peoples' investment portfolio is to:
(1) employ excess funds not needed for loan demand; (2) provide a source of liquid assets to accommodate
unanticipated deposit and loan fluctuations and overall liquidity needs; (3) provide eligible securities to secure public
and trust funds; and (4) earn
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the maximum overall return commensurate with the investment's risk and corporate needs. Investment strategies to
achieve these objectives are reviewed and approved by the ALCO. In its evaluation of investment strategies, the

ALCO considers various factors, including the interest rate environment, balance sheet mix, actual and anticipated

loan demand, funding opportunities and Peoples' overall interest rate sensitivity. The ALCO also has much broader
responsibilities, which are discussed in the “Interest Rate Sensitivity and Liquidity” section of “Management's Discussion
and Analysis of Financial Condition and Results of Operations” included in Item 7 of in this Form 10-K.

Funding Sources

Peoples' primary sources of funds for lending and investing activities are interest-bearing and non-interest-bearing
deposits. Cash flows from both the loan and investment portfolios, which include scheduled payments, as well as
prepayments, calls and maturities, also provide a relatively stable source of funds. Peoples also utilizes a variety of
short-term and long-term borrowings to fund asset growth and satisfy liquidity needs. Peoples' funding sources are
monitored and managed through Peoples' asset-liability management process, which is discussed further in the “Interest
Rate Sensitivity and Liquidity” section of “Management's Discussion and Analysis of Financial Condition and Results
of Operation” included in Item 7 of this Form 10-K.

The following is a brief description of the various sources of funds utilized by Peoples:

Deposits

Peoples obtains deposits principally from individuals and businesses within its primary market area by offering a

broad selection of deposit products to clients. Retail deposit account terms vary with respect to the minimum balance
required, the time the funds must remain on deposit and service charge schedules. Interest rates paid on specific

deposit types are determined based on (1) the interest rates offered by competitors, (2) the anticipated amount and
timing of funding needs, (3) the availability and cost of alternative sources of funding and (4) the anticipated future
economic conditions and interest rates. Retail deposits are attractive sources of funding because of their stability and
relative cost in addition to providing opportunities for Peoples to build long-term client relationships through the
cross-selling of its other products and services.

Peoples also offers its customers the ability to receive up to $30 million in federal deposit insurance coverage for
certificates of deposit (“CDs”) through the Certificate of Deposit Account Registry Service ("CDARS") program. Under
this program, funds from large customer deposits are placed into CDs issued by other members of the CDARS

network in increments below the federal deposit insurance limits to ensure both principal and interest remain eligible
for insurance.

Peoples occasionally obtains deposits from clients outside Peoples' primary market area, generally in the form of CDs
and often through deposit brokers. These deposits are used to supplement Peoples' retail deposits to fund loans
originated to customers located outside Peoples' primary market area, as well as provide diversity in funding sources.
While these deposits may carry slightly higher interest costs than other wholesale funds, they do not require Peoples to
secure the funds with collateral, unlike most other borrowed funds.

Additional information regarding the amounts and composition of Peoples' deposits can be found in the “Deposits”
section of “Management's Discussion and Analysis of Financial Condition and Results of Operation” included in Item 7
of this Form 10-K and in Note 7 of the Notes to the Consolidated Financial Statements.

Borrowed Funds

Peoples obtains funds through a variety of short-term and long-term borrowings, which typically include advances
from the Federal Home Loan Bank of Cincinnati (“FHLB”), Federal Funds purchased, advances from the Federal
Reserve Discount Window and repurchase agreements. Occasionally, Peoples obtains funds from unrelated financial
institutions in the form of term loans or revolving lines of credit. Short-term borrowings are used generally to manage
Peoples' daily liquidity needs since they typically may be repaid, in whole or part, at any time without a penalty.
Long-term borrowings provide cost-effective options for funding asset growth and satisfying capital needs, due to the
variety of pricing and maturity options available.

Additional information regarding the amounts and composition of Peoples' borrowed funds can be found in the
“Borrowed Funds” section of “Management's Discussion and Analysis of Financial Condition and Results of Operation”
included in Item 7 of this Form 10-K and in Notes 8 and 9 of the Notes to the Consolidated Financial Statements.
Competition
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funds. Competition within the financial services industry continues to increase as a result of mergers between, and
expansion of, financial services providers within and outside of Peoples' primary market areas. In addition, the
deregulation of the financial services industry (see the discussion of the Gramm-Leach-Bliley Act of 1999 in the
section of this item captioned “Supervision and Regulation — Bank Holding Company Act”) has allowed securities firms
and insurance companies that have elected to become financial holding companies to acquire commercial banks and
other financial institutions, which can create additional competitive pressure.

Peoples primarily competes based on client service, convenience and responsiveness to customer needs, available
products, rates of interest on loans and deposits, and the availability and pricing of trust, brokerage and insurance
services. However, some competitors may have greater resources and, as such, higher lending limits than Peoples,
which adversely affects Peoples' ability to compete. Peoples' business strategy includes the use of a “needs-based” sales
and service approach to serve customers and incentives intended to promote customers' continued use of multiple
financial products and services. In addition, Peoples continues to emphasize the integration of traditional commercial
banking products with non-traditional financial products, such as insurance and investment products.

Peoples historically has focused on providing its full range of products and services in smaller metropolitan markets
rather than major metropolitan areas. While management believes Peoples has developed a level of expertise in
serving the financial service needs of smaller communities, Peoples' primary market area has expanded into larger
metropolitan areas, such as central Ohio. These larger areas typically contain entrenched service providers with an
existing customer base much larger than Peoples' initial entry position. As a result, Peoples may be forced to compete
more aggressively in order to grow its market share in these areas, which could reduce current and future profit
potential from such markets.

Employees

At December 31, 2012, Peoples had 494 full-time equivalent employees.

Intellectual Property and Proprietary Rights

Peoples has registered the service marks “Peoples Bank (with logo)”, “Peoples Bancorp", “Peoples Bank”, Peoples in
motion logo consisting of three arched ribbons, "Working together. Building Success." and “peoplesbancorp.com” with
the U.S. Patent and Trademark Office. These service marks currently have expiration dates ranging from 2016 to
2021. Peoples may renew the registrations of service marks with the U.S. Patent and Trademark Office generally for
additional 10-year periods indefinitely, provided it continues to use the service marks and files appropriate
maintenance and renewal documentation with the U.S. Patent and Trademark Office at the times required by the
federal trademark laws and regulations.

Peoples has a proprietary interest in the Internet domain name “pebo.com”. Internet domain names in the U.S. and in
foreign countries are regulated, but the laws and regulations governing the Internet are continually evolving.
Supervision and Regulation

Peoples and its subsidiaries are subject to extensive supervision and regulation by federal and state agencies. The
regulation of financial holding companies and their subsidiaries is intended primarily for the protection of consumers,
depositors, borrowers, the federal Deposit Insurance Fund and the banking system as a whole and not for the
protection of shareholders. The following is a summary of the regulatory agencies, statutes and related regulations that
have, or could have, a material impact on Peoples' business. This discussion is qualified in its entirety by reference to
such regulations and statutes.

Financial Holding Company

Peoples is a legal entity separate and distinct from its subsidiaries and affiliated companies. As a financial holding
company, Peoples is subject to regulation under the Bank Holding Company Act of 1956, as amended (the “BHC Act”),
and to inspection, examination and supervision by the Board of Governors of the Federal Reserve System (the
"Federal Reserve Board").

The Federal Reserve Board also has extensive enforcement authority over financial holding companies. In general, the
Federal Reserve Board may initiate enforcement actions for violations of laws and regulations and unsafe or unsound
practices. The Federal Reserve Board may assess civil money penalties, issue cease and desist or removal orders, and
require that a financial holding company divest subsidiaries, including subsidiary banks. Peoples is also required to
file reports and other information with the Federal Reserve Board regarding its business operations and those of its
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Subsidiary Bank

Peoples Bank is subject to regulation and examination primarily by the Office of the Comptroller of the Currency (the
"OCC") and secondarily by the Federal Reserve Board and the Federal Deposit Insurance Corporation (the “FDIC”).
OCC regulations govern permissible activities, capital requirements, dividend limitations, investments, loans and
other matters. The OCC has the authority to impose sanctions on Peoples Bank and, under certain circumstances, may
place Peoples Bank into receivership.

Peoples Bank is subject to certain restrictions imposed by the Federal Reserve Act and Federal Reserve Board
regulations regarding such matters as the maintenance of reserves against deposits, extensions of credit to the financial
holding company or any of its subsidiaries, investments in the stock or other securities of the financial holding
company or its subsidiaries, and the taking of such stock or securities as collateral for loans to any borrower.

The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 (the "Dodd-Frank Act"), signed into law
in 2010, created the Consumer Financial Protection Bureau (the "CFPB"), which has broad powers to adopt and
enforce consumer protection regulations.

Non-Banking Subsidiaries

Peoples' non-banking subsidiaries are also subject to regulation by the Federal Reserve Board and other applicable
federal and state agencies. Peoples Insurance, as a licensed insurance agency, is subject to regulation by the Ohio
Department of Insurance and the state insurance regulatory agencies of those states where it may conduct business.
Other Regulatory Agencies

Securities and Exchange Commission (“SEC”) and NASDAQ Stock Market LLC (“NASDAQ”). Peoples is also under the
jurisdiction of the SEC and certain state securities commissions for matters relating to the offering and sale of its
securities. Peoples is subject to the disclosure and regulatory requirements of the Securities Act of 1933, as amended
(the “Securities Act”), and the Securities Exchange Act of 1934, as amended (the “Exchange Act”), and the regulations
promulgated thereunder, as administered by the SEC. Peoples' common shares are listed with NASDAQ under the
symbol “PEBO” and Peoples is subject to the rules for NASDAQ listed companies.

Federal Home Loan Bank. Peoples Bank is a member of the FHLB, which provides credit to its members in the form
of advances. As a member of the FHLB, Peoples Bank must maintain an investment in the capital stock of the FHLB
in a specified amount. Upon the origination or renewal of an advance, the FHLB is required by law to obtain and
maintain a security interest in certain types of collateral. The FHLB is required to establish standards of community
investment or service that its members must maintain for continued access to long-term advances from the FHLB. The
standards take into account a member's performance under the Community Reinvestment Act of 1977 (the "CRA")
and its record of lending to first-time homebuyers.

Federal Deposit Insurance Corporation. The FDIC is an independent federal agency which insures the deposits, up to
prescribed statutory limits, of federally-insured banks and savings associations and safeguards the safety and
soundness of the financial institution industry. Peoples Bank's deposits are insured up to applicable limits by the
Deposit Insurance Fund of the FDIC and subject to deposit insurance assessments to maintain the Deposit Insurance
Fund.

In 2011, the FDIC approved a final rule that changed the deposit insurance assessment base from domestic deposits to
average assets minus average tangible equity, as required by the Dodd-Frank Act, beginning with the second quarter
of 2011. In addition, the final rule also adopted a new large-bank pricing assessment scheme and established a target
size for the Deposit Insurance Fund.

The FDIC may terminate insurance coverage upon a finding that an insured depository institution has engaged in
unsafe or unsound practices, is in an unsafe or unsound condition, or has violated any applicable law, regulation, rule,
order or condition enacted or imposed by the institution's regulatory agency.

Dodd-Frank Act

Federal regulators continue to implement many provisions of the Dodd-Frank Act. The Dodd-Frank Act created many
new restrictions and an expanded framework of regulatory oversight for financial institutions, including depository
institutions. Currently, federal regulators are still in the process of drafting the implementing regulations for many
portions of the Dodd-Frank Act. Peoples is closely monitoring all relevant sections of the Dodd-Frank Act to ensure
continued compliance with these regulatory requirements. The following discussion summarizes significant aspects of
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the CFPB has been established and empowered to exercise broad regulatory, supervisory and enforcement authority
with respect to both new and existing consumer financial protection laws;

the Dodd-Frank Act restricts the preemption of state law by federal law and disallows subsidiaries and affiliates of
national banks from availing themselves of such preemption;

the deposit insurance assessment base for federal deposit insurance has been expanded from domestic deposits to
average assets minus average tangible equity;

the Dodd-Frank Act instructs appropriate federal banking agencies to make the capital requirements for banks and
savings and loan holding companies and insured depository institutions countercyclical so that the amount of capital
required to be maintained increases in times of economic expansion and decreases in times of economic contraction,
consistent with safety and soundness;

the prohibition on the payment of interest on demand deposits has been repealed, effective July 21, 2011, thereby
permitting depository institutions to pay interest on business transaction and other accounts;

the standard maximum amount of deposit insurance per customer has been permanently increased to $250,000 and
non-interest-bearing transaction accounts had unlimited deposit insurance through December 31, 2012;

financial holding companies, such as Peoples, are required to be well capitalized and well managed and must continue
to be both well capitalized and well managed in order to acquire banks located outside their home states;

new corporate governance requirements, which are generally applicable to most larger public companies, now require
new compensation practices, including, but not limited to, providing shareholders the opportunity to cast a
non-binding vote on executive compensation, requiring compensation committees to consider the independence of
compensation advisors and meeting new executive compensation disclosure requirements;

the Dodd-Frank Act amended the Electronic Fund Transfer Act to, among other things, give the Federal Reserve
Board the authority to establish rules regarding interchange fees charged for electronic debit transactions by payment
card issuers having assets over $10 billion and to enforce a new statutory requirement that such fees be reasonable and
proportional to the actual cost of a transaction to the issuer; and

the authority of the Federal Reserve Board to examine financial holding companies and their non-bank subsidiaries
was expanded.

Many aspects of the Dodd-Frank Act are still subject to rulemaking and will take effect over several years, making it
difficult to anticipate the overall financial impact on Peoples, its subsidiaries, their respective customers or the
financial services industry more generally.

Bank Holding Company Act

In general, the BHC Act limits the business of bank holding companies to banking, managing or controlling banks and
other activities that the Federal Reserve Board has determined to be so closely related to banking as to be a proper
incident thereto. As a result of the Gramm-Leach-Bliley Act of 1999 - also known as the Financial Services
Modernization Act of 1999 - which amended the BHC Act, bank holding companies that are financial holding
companies may engage in any activity, or acquire and retain the shares of a company engaged in any activity, that is
either (1) financial in nature or incidental to such financial activity (as determined by the Federal Reserve Board in
consultation with the OCC) or (2) complementary to a financial activity, and that does not pose a substantial risk to
the safety and soundness of depository institutions or the financial system generally (as solely determined by the
Federal Reserve Board). Activities that are financial in nature include securities underwriting and dealing, insurance
underwriting and making merchant banking investments. In 2002, Peoples elected, and received approval from the
Federal Reserve Board, to become a financial holding company.

In order for a financial holding company to commence any new activity permitted by the BHC Act, or to acquire a
company engaged in any new activity permitted by the BHC Act, each insured depository institution subsidiary of the
financial holding company must have received a rating of at least “satisfactory” in its most recent examination under the
CRA, which is more fully discussed in the section captioned “Community Reinvestment Act” included later in this item.
In addition, financial holding companies like Peoples are permitted to acquire companies engaged in activities that are
financial in nature and in activities that are incidental and complementary to financial activities without prior Federal
Reserve Board approval.
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The BHC Act and other federal and state statutes regulate acquisitions of commercial banks. The BHC Act requires
the prior approval of the Federal Reserve Board for the direct or indirect acquisition of more than 5% of the voting
shares of a commercial bank or its parent holding company. Under the federal Bank Merger Act, the prior approval of
the OCC is required for a national bank to merge with another bank or purchase the assets or assume the deposits of
another bank. In reviewing applications seeking approval of merger and acquisition transactions, the bank regulatory
authorities will consider, among other things, the competitive effect and public benefits of the transactions, the capital
position of the combined organization, the applicant's performance record under the CRA and fair housing laws and
the effectiveness of the subject organizations in combating money laundering activities.

Under Federal Reserve Board policy, a financial holding company is expected to act as a source of financial strength
to each subsidiary bank and to commit resources to support each subsidiary bank. Under this policy, the Federal
Reserve Board may require a financial holding company to contribute additional capital to an undercapitalized
subsidiary bank and may disapprove of the payment of dividends to the shareholders if the Federal Reserve Board
believes the payment of such dividends would be an unsafe or unsound practice.

Transactions with Affiliates, Directors, Executive Officers and Shareholders

Sections 23A and 23B of the Federal Reserve Act and Federal Reserve Board Regulation W generally:

{imit the extent to which a bank or its subsidiaries may engage in "covered transactions” with any one affiliate;

4imit the extent to which a bank or its subsidiaries may engage in "covered transactions" with all affiliates; and
require that all such transactions be on terms substantially the same, or at least as favorable to the bank or subsidiary,
as those provide to a non-affiliate.

An affiliate of a bank is any company or entity that controls, is controlled by or is under common control with the
bank. The term "covered transaction" includes the making of loans to the affiliate, the purchase of assets from the
affiliate, the issuance of a guarantee on behalf of the affiliate, the purchase of securities issued by the affiliate and
other similar types of transactions.

A bank's authority to extend credit to executive officers, directors and greater than 10% shareholders, as well as
entities such persons control, is subject to Sections 22(g) and 22(h) of the Federal Reserve Act and Regulation O
promulgated under that Act by the Federal Reserve Board. These loans must be made on terms (including interest
rates charged and collateral required) substantially the same as those offered to unaffiliated individuals or be made as
part of a benefit or compensation program and on terms widely available to employees, and must not involve a greater
than normal risk of repayment. In addition, the amount of loans a bank may make to these persons is based, in part, on
the bank's capital position, and specified approval procedures must be followed in making loans which exceed
specified amounts.

Capital Adequacy and Prompt Corrective Action

The Federal Deposit Insurance Corporation Improvement Act of 1991 (“FDICIA”), among other things, identifies five
capital categories for insured depository institutions and requires t
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