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UNITED STATES SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-K

(Mark One)
b ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2013

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 0-15752

CENTURY BANCORP, INC.

(Exact name of registrant as specified in its charter)

COMMONWEALTH OF MASSACHUSETTS 04-2498617
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification number)
400 MYSTIC AVENUE, MEDFORD, MA 02155
(Address of principal executive offices) (Zip Code)

Registrant s telephone number including area code:
(781) 391-4000

Securities registered pursuant to Section 12(b) of the Act:

Class A Common Stock, $1.00 par value Nasdaq Global Market
(Title of class) (Name of Exchange)
Indicate by check mark whether the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes © No p

Indicate by check mark whether the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes ©~ No p
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Indicate by check mark whether the registrant (1) has filed all reports required to be filed by section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes p No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulations S-T (232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes p No ~

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this
Form 10-K or any amendment to this Form 10-K

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.
(Check one):

Large accelerated filer ~ Accelerated filer p Non-accelerated filer ~ Smaller reporting company
(Do not check if a smaller reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes © No b

State the aggregate market value of the registrant s voting and nonvoting stock held by nonaffiliates, computed using the closing price as reported
on Nasdaq as of June 28, 2013 was $125,231,085.

Indicate the number of shares outstanding of each of the registrant s classes of common stock as of February 28, 2014:
Class A Common Stock, $1.00 par value 3,581,429 Shares
Class B Common Stock, $1.00 par value 1,975,180 Shares
DOCUMENTS INCORPORATED BY REFERENCE

List hereunder the following documents if incorporated by reference and the Part of the Form 10-K (e.g., Part I, Part II, etc.) into which the
document is incorporated: (1) Any annual report to security holders; (2) Any proxy or information statement; and (3) Any prospectus filed
pursuant to Rule 424(b) or (c) under the Securities Act of 1933. The listed documents should be clearly described for identification purposes
(e.g., annual report to security holders for fiscal year ended December 24, 1980).

(1) Portions of the Registrant s Annual Report to Stockholders for the fiscal year ended December 31, 2013 are incorporated into Part II,
Items 5-8 of this Form 10-K.
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ITEM 1. BUSINESS
The Company

Century Bancorp, Inc. (together with its bank subsidiary, unless the context otherwise requires, the Company ) is a Massachusetts state-chartered
bank holding company headquartered in Medford, Massachusetts. The Company is a Massachusetts corporation formed in 1972 and has one
banking subsidiary: Century Bank and Trust Company formed in 1969 (the Bank ). At December 31, 2013, the Company had total assets of
$3.4 billion. Currently, the Company operates 26 banking offices in 19 cities and towns in Massachusetts, ranging from Braintree in the south to
Andover in the north. The Bank s customers consist primarily of small and medium-sized businesses and retail customers in these communities
and surrounding areas, as well as local governments and institutions throughout Massachusetts.

The Company s results of operations are largely dependent on net interest income, which is the difference between the interest earned on loans
and securities and the interest paid on deposits and borrowings. The results of operations are also affected by the level of income/fees from loans
and deposits, as well as operating expenses, the provision for loan losses, the impact of federal and state income taxes and the relative levels of
interest rates and economic activity.

The Company offers a wide range of services to commercial enterprises, state and local governments and agencies, nonprofit organizations, and
individuals. It emphasizes service to small and medium-sized businesses and retail customers in its market area. The Company makes
commercial loans, real estate and construction loans, and consumer loans and accepts savings, time and demand deposits. In addition, the
Company offers to its corporate and institutional customers automated lockbox collection services, cash management services and account
reconciliation services, and it actively promotes the marketing of these services to the municipal market. Also, the Company provides
full-service securities brokerage services through a program called Investment Services at Century Bank, which is supported by LPL Financial, a
full-service third-party securities brokerage business.

The Company is also a provider of financial services, including cash management, transaction processing and short-term financing, to
municipalities in Massachusetts, New Hampshire and Rhode Island. The Company has deposit relationships with 193 (55%) of the 351 cities
and towns in Massachusetts.

Availability of Company Filings

Under the Securities Exchange Act of 1934, Sections 13 and 15(d), periodic and current reports must be filed with the Securities and Exchange
Commission (the SEC ). The public may read and copy any materials filed with the SEC at the SEC s Public Reference Room at 100 F Street, NE,
Washington, DC 20549. The public may obtain information on the operation of the Public Reference Room by calling the SEC at

1-800-SEC-0030. The Company electronically files with the SEC its periodic and current reports, as well as other filings it makes with the SEC

from time to time. The SEC maintains an Internet site that contains reports and other information regarding issuers, including the Company, that

file electronically with the SEC, at www.sec.gov, in which all forms filed electronically may be accessed. Additionally, our annual report on

Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-K and additional shareholder information are available free of charge

on the Company s website; www.centurybank.com.

Employees

As of December 31, 2013, the Company had 344 full-time and 84 part-time employees. The Company s employees are not represented by any
collective bargaining unit. The Company believes that its employee relations are good.

Table of Contents 4



Edgar Filing: CENTURY BANCORP INC - Form 10-K

Table of Conten
Financial Services Modernization

On November 12, 1999, President Clinton signed into law The Gramm-Leach-Bliley Act ( Gramm-Leach ) which significantly altered banking
laws in the United States. Gramm Leach enables combinations among banks, securities firms and insurance companies beginning March 11,
2000. As a result of Gramm Leach, many of the depression-era laws that restricted these affiliations and other activities that may be engaged in
by banks and bank holding companies were repealed. Under Gramm-Leach, bank holding companies are permitted to offer their customers
virtually any type of financial service that is financial in nature or incidental thereto, including banking, securities underwriting, insurance (both
underwriting and agency) and merchant banking.

In order to engage in these financial activities, a bank holding company must qualify and register with the Federal Reserve Board as a financial
holding company by demonstrating that each of its bank subsidiaries is well capitalized, =~ well managed, and has at least a satisfactory rating
under the Community Reinvestment Act of 1977 (the CRA ). The Company has not elected to become a financial holding company under
Gramm-Leach.

These financial activities authorized by Gramm-Leach may also be engaged in by a financial subsidiary of a national or state bank, except for
insurance or annuity underwriting, insurance company portfolio investments, real estate investment and development and merchant banking,
which must be conducted in a financial holding company. In order for the new financial activities to be engaged in by a financial subsidiary of a
national or state bank, Gramm-Leach requires each of the parent bank (and any bank affiliates) to be well capitalized and well managed; the
aggregate consolidated assets of all of that bank s financial subsidiaries may not exceed the lesser of 45% of its consolidated total assets or

$50 billion; the bank must have at least a satisfactory CRA rating; and, if the bank is one of the 100 largest banks, it must meet certain financial
rating or other comparable requirements. The Company does not currently conduct activities through a financial subsidiary.

Gramm-Leach establishes a system of functional regulation, under which the federal banking agencies will regulate the banking activities of
financial holding companies and banks financial subsidiaries, the SEC will regulate their securities activities, and state insurance regulators will
regulate their insurance activities. Gramm-Leach also provides new protections against the transfer and use by financial institutions of
consumers nonpublic, personal information.

Holding Company Regulation

The Company is a bank holding company as defined by the Bank Holding Company Act of 1956, as amended (the Holding Company Act ), and
is registered as such with the Board of Governors of the Federal Reserve Bank (the FRB ), which is responsible for administration of the Holding
Company Act. Although the Company may meet the qualifications for electing to become a financial holding company under Gramm-Leach, the
Company has elected to retain its pre-Gramm-Leach status for the present time under the Holding Company Act. As required by the Holding
Company Act, the Company files with the FRB an annual report regarding its financial condition and operations, management and intercompany
relationships of the Company and the Bank. It is also subject to examination by the FRB and must obtain FRB approval before (i) acquiring

direct or indirect ownership or control of more than 5% of the voting stock of any bank, unless it already owns or controls a majority of the

voting stock of that bank, (ii) acquiring all or substantially all of the assets of a bank, except through a subsidiary which is a bank, or

(iii) merging or consolidating with any other bank holding company. A bank holding company must also give the FRB prior written notice

before purchasing or redeeming its equity securities, if the gross consideration for the purchase or redemption, when aggregated with the net
consideration paid by the company for all such purchases or redemptions during the preceding 12 months, is equal to 10% or more of the
company s consolidated net worth.

The Holding Company Act prohibits a bank holding company, with certain exceptions, from (i) acquiring direct or indirect ownership or control
of more than 5% of any class of voting shares of any company which is not a bank or a bank holding company, or (ii) engaging in any activity
other than managing or controlling banks, or furnishing services to or performing services for its subsidiaries. A bank holding company may
own, however, shares of a company engaged in activities which the FRB has determined are so closely related to banking or managing or
controlling banks as to be a proper incident thereto.
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The Company and its subsidiaries are examined by federal and state regulators. The FRB has regulatory authority over holding company
activities and performed a review of the Company and its subsidiaries as of June 2012.

USA PATRIOT Act

Under Title III of the USA PATRIOT Act, also known as the International Money Laundering Abatement and Anti-Terrorism Act of 2001 , all
financial institutions are required in general to identify their customers, adopt formal and comprehensive anti-money laundering programs,
scrutinize or prohibit altogether certain transactions of special concern, and be prepared to respond to inquiries from U.S. law enforcement
agencies concerning their customers and their transactions. Additional information-sharing among financial institutions, regulators, and law
enforcement authorities is encouraged by the presence of an exemption from the privacy provisions of the Gramm-Leach Act for financial
institutions that comply with this provision and the authorization of the Secretary of the Treasury to adopt rules to further encourage cooperation
and information-sharing. The effectiveness of a financial institution in combating money laundering activities is a factor to be considered in any
application submitted by the financial institution under the Holding Company Act or Bank Merger Act.

Sarbanes-Oxley Act

The Sarbanes-Oxley Act, signed into law July 30, 2002, addresses, among other issues, corporate governance, auditor independence and
accounting standards, executive compensation, insider loans, whistleblower protection and enhanced and timely disclosure of corporate
information. The SEC has adopted a substantial number of implementing rules and the Financial Industry Regulatory Authority (FINRA) has
adopted corporate governance rules that have been approved by the SEC and are applicable to the Company. The changes are intended to allow
stockholders to monitor more effectively the performance of companies and management. As directed by Section 302(a) of the Sarbanes-Oxley
Act, the Company s Chief Executive Officer and Chief Financial Officer are each required to certify that the Company s quarterly and annual
reports do not contain any untrue statement of a material fact. This requirement has several parts, including certification that these officers are
responsible for establishing, maintaining and regularly evaluating the effectiveness of the Company s disclosure controls and procedures and
internal controls over financial reporting; that they have made certain disclosures to the Company s auditors and the Board of Directors about the
Company s disclosure controls and procedures and internal control over financial reporting, and that they have included information in the
Company s quarterly and annual reports about their evaluation of the Company s disclosure controls and procedures and internal control over
financial reporting, and whether there have been significant changes in the Company s internal disclosure controls and procedures or in other
factors that could significantly affect such controls and procedures subsequent to the evaluation and whether there have been any significant
changes in the Company s internal control over financial reporting that have materially affected or reasonably likely to materially affect the
Company s internal control over financial reporting, and compliance with certain other disclosure objectives. Section 906 of the Sarbanes-Oxley
Act requires an additional certification that each periodic report containing financial statements fully complies with the requirements of

Section 13(a) and 15(d) of the Securities Exchange Act of 1934 and that the information in the report fairly presents, in all material respects, the
financial conditions and results of operations of the Company.

Dodd-Frank Wall Street Reform and Consumer Protection Act

On July 21, 2010, the Dodd-Frank Wall Street Reform and Consumer Protection Act became law. The Act was intended to address many issues
arising in the recent financial crisis and is exceedingly broad in scope affecting many aspects of bank and financial market regulation. The Act
requires, or permits by implementing regulation, enhanced prudential standards for banks and bank holding companies inclusive of capital,
leverage, liquidity, concentration and exposure measures. In addition, traditional bank regulatory principles such as restrictions on transactions
with affiliates and insiders were enhanced. The Act also contains reforms of consumer mortgage lending practices and creates a Bureau of
Consumer Financial Protection which is granted broad authority over consumer financial practices of banks and others. It is expected as the
specific new or
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incremental requirements applicable to the company become effective that the costs and difficulties of remaining compliant with all such
requirements will increase. The Act broadens the base for FDIC assessments to average consolidated assets less tangible equity of financial
institutions and also permanently raises the current standard maximum FDIC deposit insurance amount to $250,000. The Act extended unlimited
deposit insurance on non-interest bearing transaction accounts through December 31, 2012. In addition, the Act added a new Section 13 to the
Holding Company Act, the so-called Volcker Rule, (the Rule ) which generally restricts certain banking entities such as the Company and its
subsidiaries or affiliates, from engaging in proprietary trading activities and owning equity in or sponsoring any private equity or hedge fund.
The Rule became effective July 21, 2012. The final implementing regulations for the Rule were issued by various regulatory agencies in
December, 2013, and under an extended conformance regulation, compliance must be achieved by July 21, 2015. Under the Rule, the Company
may be restricted from engaging in proprietary trading, investing in third party hedge or private equity funds or sponsoring new funds unless it
qualifies for an exemption from the rule. The Company has little involvement in prohibited proprietary trading or investment activities in
covered funds and the Company does not expect that complying with the requirements of the Rule will have any material effect on the

Company s financial condition or results of operations.

Deposit Insurance Premiums

The Bank s deposits have the benefit of FDIC insurance up to applicable limits. The FDIC s Deposit Insurance Fund is funded by assessments on
insured depository institutions, which depend on the risk category of an institution and the amount of assets that it holds. The FDIC may increase
or decrease the assessment rate schedule on a semi-annual basis.

The Bank was also a participant in the FDIC s Temporary Liquidity Guarantee Program.

On May 22, 2009, the FDIC announced a special assessment on insured institutions as part of its efforts to rebuild the Deposit Insurance Fund
and help maintain public confidence in the banking system. The special assessment is five basis points of each FDIC-insured depository
institution s assets minus Tier 1 capital, as of June 30, 2009. The Company recorded a pre-tax charge of approximately $1.0 million in the second
quarter of 2009 in connection with the special assessment.

On September 29, 2009, the FDIC adopted a Notice of Proposed Rulemaking (NPR) that would require insured institutions to prepay their
estimated quarterly risk-based assessments for the fourth quarter of 2009 and for all of 2010, 2011 and 2012. The FDIC Board voted to adopt a
uniform three-basis point increase in assessment rates effective on January 1, 2011, and extend the restoration period from seven to eight years.
This rule was finalized on November 2, 2009. The Company s quarterly risk-based deposit insurance assessments were paid from this amount
until June 30, 2013. The Company received a refund of $2.4 million of prepaid FDIC assessments in June 2013.

In February 2011, the FDIC approved a rule to change the assessment base from adjusted domestic deposits to average consolidated total assets
minus average tangible equity. The rule should keep the overall amount collected from the industry very close to the amount collected prior to
the new calculation.

Risk-Based Capital Guidelines

Federal banking regulators have issued risk-based capital guidelines, which assign risk factors to asset categories and off-balance-sheet items.

Also, the Basel Committee has issued capital standards entitled Basel III: A global regulatory framework for more resilient banks and banking
systems ( Basel IIl ). The Federal Reserve Board has finalized its rule implementing the Basel III regulatory capital framework. The rule sets the
Basel III minimum regulatory capital requirements for all organizations. It includes a new common equity Tier I ratio of 4.5 percent of
risk-weighted assets, raises the minimum Tier I capital ratio from 4 percent to 6 percent of risk-weighted assets and would set a new

conservation buffer of 2.5 percent of rick-weighted assets. The final rule will come into effect on January 1, 2015. Thereafter begins a phase-in
period through January 1, 2019. The Company has analyzed the final rules; the implementation of the framework will not have a material impact
on the Company s financial condition or results of operations.
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The Company experiences substantial competition in attracting deposits and making loans from commercial banks, thrift institutions and other
enterprises such as insurance companies and mutual funds. These competitors include several major commercial banks whose greater resources
may afford them a competitive advantage by enabling them to maintain numerous branch offices and mount extensive advertising campaigns. A
number of these competitors are not subject to the regulatory oversight that the Company is subject to, which increases these competitors
flexibility.

Forward-Looking Statements

Certain statements contained herein are not based on historical facts and are forward-looking statements within the meaning of Section 21A of
the Securities Exchange Act of 1934. Forward-looking statements, which are based on various assumptions (some of which are beyond the
Company s control), may be identified by reference to a future period or periods, or by the use of forward-looking terminology, such as may,
will, believe, expect, estimate, anticipate, continue or similar terms or variations on those terms, or the negative of these terms. Actual res
could differ materially from those set forth in forward-looking statements due to a variety of factors, including, but not limited to, those related
to the economic environment, particularly in the market areas in which the Company operates, competitive products and pricing, fiscal and
monetary policies of the U.S. Government, changes in government regulations affecting financial institutions, including regulatory fees and
capital requirements, changes in prevailing interest rates, acquisitions and the integration of acquired businesses, credit risk management,
asset/liability management, the financial and securities markets, and the availability of and costs associated with sources of liquidity.

The Company does not undertake, and specifically disclaims any obligation, to publicly release the result of any revisions which may be made to
any forward-looking statements to reflect the occurrence of anticipated or unanticipated events or circumstances after the date of such
statements.

ITEM 1A. RISK FACTORS
The risk factors that may affect the Company s performance and results of operations include the following:

(1) the Company s business is dependent upon general economic conditions in Massachusetts. The national and local economies may adversely
affect the Company s performance and results of operations;

(ii) the Company s earnings depend, to a great extent, upon the level of net interest income generated by the Company, and therefore the
Company s results of operations may be adversely affected by increases or decreases in interest rates or by the shape of the yield curve;

(iii) the banking business is highly competitive and the profitability of the Company depends upon the Company s ability to attract loans and
deposits in Massachusetts, southern New Hampshire, and Rhode Island, where the Company competes with a variety of traditional banking
companies, some of which have vastly greater resources, and nontraditional institutions such as credit unions and finance companies;

(iv) at December 31, 2013, approximately 63.7% of the Company s loan portfolio was comprised of commercial and commercial real estate
loans, exposing the Company to the risks inherent in financings based upon analyses of credit risk, the value of underlying collateral, including
real estate, and other more intangible factors, which are considered in making commercial loans;

(v) at December 31, 2013, approximately 32.9% of the Company s loan portfolio was comprised of residential real estate loans, exposing the
Company to the risks inherent in financings based upon analyses of credit risk and the value of underlying collateral. Accordingly, the

Company s profitability may be negatively impacted by errors in risk analyses, by loan defaults and the ability of certain borrowers to repay such
loans may be adversely affected by any downturn in general economic conditions;

(vi) economic conditions and interest rate risk could adversely impact the fair value and the ultimate collectibility of the Company s investments.
Should an investment be deemed other than temporarily impaired , the Company would be required to writedown the carrying value of the
investment through earnings. Such writedown(s) may have a material adverse effect on the Company s financial condition and results of
operations;
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(vii) writedown of goodwill and other identifiable intangible assets would negatively impact our financial condition and results of operations. At
December 31, 2013, our goodwill and other identifiable intangible assets were approximately $2.7 million;

(viii) acts or threats of terrorism and actions taken by the United States or other governments as a result of such acts or threats, including

possible military action, could further adversely affect business and economic conditions in the United States of America generally and in the
Company s markets, which could adversely affect the Company s financial performance and that of the Company s borrowers and on the financial
markets and the price of the Company s Class A common stock;

(ix) changes in the extensive laws, regulations and policies governing bank holding companies and their subsidiaries could alter the Company s
business environment or affect the Company s operations;

(x) the potential need to adapt to industry changes in information technology systems, on which the Company is highly dependent to secure bank
and customer financial information, could present operational issues, require significant capital spending or impact the Company s reputation;
and

(xi) the Governor of Massachusetts has proposed a tax plan that would modify existing income tax rules. The Governor s plan is part of his
budget recommendations for fiscal year 2015, and will subject security corporations to the same tax base and rate as regular business
corporations. The proposed tax changes would take effect as of January 1, 2015. The Company is currently analyzing the financial impact of the
proposed changes.

These factors, as well as general economic and market conditions in the United States of America, may materially and adversely affect the
Company s performance, results of operations and the market price of shares of the Company s Class A common stock.

ITEM 1B. UNRESOLVED STAFF COMMENTS
No written comments received by the Company from the SEC regarding the Company s periodic or current reports remain unresolved.

ITEM 2. PROPERTIES

The Company owns its main banking office, headquarters, and operations center in Medford, Massachusetts, which were expanded in 2004, and
11 of the 25 other facilities in which its branch offices are located. The remaining offices are occupied under leases expiring on various dates
from 2014 to 2026. The Company believes that its banking offices are in good condition.

During July 2010, the Company entered into a lease agreement to open a branch located at Newton Centre in Newton, Massachusetts. The
branch opened on June 20, 2011.

During September 2010, the Company entered into a lease agreement to open a branch located in Andover, Massachusetts. The branch opened
on July 16, 2012.

During June 2012, the Company entered into a lease agreement to open a branch located in Wellesley, Massachusetts. The branch opened on
November 26, 2012.

During July 2012, the Company received state regulatory approval to close a branch at Chestnut Hill in Newton, Massachusetts. The branch
closed on September 21, 2012 and the accounts were temporarily moved to the Brookline, Massachusetts branch. During July 2012, the
Company entered into a lease agreement and received regulatory approval to open a branch at a new location at Chestnut Hill in Newton,
Massachusetts. The branch opened on November 7, 2013 and the majority of the accounts that were temporarily moved to the Brookline,
Massachusetts branch were moved to the new branch at Chestnut Hill in Newton, Massachusetts.

During December 2013, the Company entered into a lease agreement to open a branch located in Woburn, Massachusetts. The branch is
scheduled to open during the third quarter of 2014.
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ITEM 3. LEGAL PROCEEDINGS

The Company and its subsidiaries are parties to various claims and lawsuits arising in the course of their normal business activities. Although the
ultimate outcome of these suits cannot be ascertained at this time, it is the opinion of management that none of these matters, even if it resolved
adversely to the Company, will have a material adverse effect on the Company s consolidated financial position.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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PART 11

ITEM 5. MARKET FOR REGISTRANT S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER

PURCHASES OF EQUITY SECURITIES
(a) The Class A Common Stock of the Company is traded on the NASDAQ National Global Market under the symbol CNBKA. The price range
of the Company s Class A common stock since January 1, 2012 is shown on page 12. The Company s Class B Common Stock is not traded on
any national securities exchange or other public trading market.

Issuer Purchases of Equity Securities

Total Number of Shares
Purchased as Maximum Number of
Weighted Part of Shares That May Yet be
Total Number Average Publicly Purchased Under
of Price Paid Announced the
Shares per Plans or Plans or
Period Purchased Share Programs Programs(1)
October 1  October 31, 2013 300,000
Novem