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INDEPENDENT AUDITOR’S REPORT 
 
The Board of Trustees 
Bangor Bancorp, MHC 
 
Opinions on the Financial Statements and Internal Control over Financial Reporting 
 
We have audited the accompanying consolidated financial statements of Bangor Bancorp, MHC and its 
Subsidiary, Bangor Savings Bank (the Company), which comprise the consolidated balance sheets as of 
March 31, 2022 and 2021, and the related consolidated statements of income, comprehensive income 
(loss), changes in capital, and cash flows for the years then ended, and the related notes to the 
consolidated financial statements. In our opinion, the consolidated financial statements present fairly, in 
all material respects, the financial position of the Company as of March 31, 2022 and 2021, and the 
results of their operations and their cash flows for the years then ended, in accordance with U.S. generally 
accepted accounting principles. 
 
We also have audited the Company’s internal control over financial reporting, including controls over the 
preparation of regulatory financial statements in accordance with the instructions to the Consolidated 
Financial Statements for Bank Holding Companies (Form FR Y-9C) (call report instructions), as of March 
31, 2022, based on criteria established in the Internal Control—Integrated Framework issued by the 
Committee of Sponsoring Organizations of the Treadway Commission (COSO). In our opinion, the 
Company maintained, in all material respects, effective internal control over financial reporting as of 
March 31, 2022, based on criteria established in the Internal Control—Integrated Framework issued by 
COSO. 
 
Basis for Opinions 
 
We conducted our audits in accordance with U.S. generally accepted auditing standards. Our 
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audits 
of the Financial Statements and Internal Control over Financial Reporting section of our report. We are 
required to be independent of the Company and to meet our other ethical responsibilities in accordance 
with the relevant ethical requirements relating to our audits. We believe that the audit evidence we have 
obtained is sufficient and appropriate to provide a basis for our audit opinions. 
 
Responsibilities of Management for the Financial Statements and Internal Control over Financial 
Reporting 
 
Management is responsible for the preparation and fair presentation of the consolidated financial 
statements in accordance with U.S. generally accepted accounting principles and for the design, 
implementation, and maintenance of effective internal control over financial reporting relevant to the 
preparation and fair presentation of consolidated financial statements that are free from material 
misstatement, whether due to fraud or error. Management is also responsible for its assessment about 
the effectiveness of internal control over financial reporting, included in the accompanying Management 
Report Regarding Statement of Management’s Responsibilities, Compliance with Designated Laws and 
Regulations, and Management’s Assessment of Internal Control over Financial Reporting. 
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In preparing the consolidated financial statements, management is required to evaluate whether there 
are conditions or events, considered in the aggregate, that raise substantial doubt about the Company’s 
ability to continue as a going concern within one year after the date that the consolidated financial 
statements are available to be issued. 
 
Auditor’s Responsibilities for the Audits of the Financial Statements and Internal Control over 
Financial Reporting 
 
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements 
as a whole are free from material misstatement, whether due to fraud or error, and about whether effective 
internal control over financial reporting was maintained in all material respects, and to issue an auditor’s 
report that includes our opinions.  
 
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a 
guarantee that an audit of financial statements or an audit of internal control over financial reporting 
conducted in accordance with U.S. generally accepted auditing standards will always detect a material 
misstatement or a material weakness when it exists. The risk of not detecting a material misstatement 
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentations, or the override of internal control. Misstatements are 
considered material if there is a substantial likelihood that, individually or in the aggregate, they would 
influence the judgment made by a reasonable user based on the consolidated financial statements. 
 
In performing an audit of financial statements and an audit of internal control over financial reporting in 
accordance with U.S. generally accepted auditing standards, we: 
 

• Exercise professional judgment and maintain professional skepticism throughout the audits. 
 

• Identify and assess the risks of material misstatement of the consolidated financial statements, 
whether due to fraud or error, and design and perform audit procedures responsive to those risks. 
Such procedures include examining, on a test basis, evidence regarding the amounts and 
disclosures in the consolidated financial statements. 
 

• Obtain an understanding of internal control relevant to the consolidated financial statement audit 
in order to design audit procedures that are appropriate in the circumstances. 
 

• Obtain an understanding of internal control over financial reporting relevant to the audit of internal 
control over financial reporting, assess the risks that a material weakness exists, and test and 
evaluate the design and operating effectiveness of internal control over financial reporting based 
on the assessed risk. 
 

• Evaluate the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluate the overall presentation of the 
consolidated financial statements. 
 

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 
that raise substantial doubt about the Company’s ability to continue as a going concern for a 
reasonable period of time.  
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We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit, significant audit findings, and certain internal control related 
matters that we identified during the consolidated financial statement audit. 
 
Definition and Inherent Limitations of Internal Control over Financial Reporting 
 
A company’s internal control over financial reporting is a process effected by those charged with 
governance, management, and other personnel, designed to provide reasonable assurance regarding 
the preparation of reliable financial statements in accordance with U.S. generally accepted accounting 
principles. Because management's assessment and our audit were conducted to meet the reporting 
requirements of Section 112 of the Federal Deposit Insurance Corporation Improvement Act, our audit of 
the Company's internal control over financial reporting included controls over the preparation of financial 
statements in accordance with U.S. generally accepted accounting principles and with the instructions to 
the Consolidated Financial Statements for Bank Holding Companies (Form FR Y-9C). A company's 
internal control over financial reporting includes those policies and procedures that (1) pertain to the 
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and 
dispositions of the assets of the entity; (2) provide reasonable assurance that transactions are recorded 
as necessary to permit preparation of financial statements in accordance with U.S. generally accepted 
accounting principles, and that receipts and expenditures of the entity are being made only in accordance 
with authorizations of management and those charged with governance; and (3) provide reasonable 
assurance regarding prevention, or timely detection and correction of unauthorized acquisition, use, or 
disposition of the entity's assets that could have a material effect on the financial statements. 
 
Because of its inherent limitations, internal control over financial reporting may not prevent, or detect and 
correct, misstatements. Also, projections of any assessment of effectiveness to future periods are subject 
to the risk that controls may become inadequate because of changes in conditions, or that the degree of 
compliance with the policies or procedures may deteriorate. 
 
Other Matter 
 
We did not perform auditing procedures on Management’s Assessment of Compliance with Designated 
Laws and Regulations, included in the accompanying Management Report Regarding Statement of 
Management’s Responsibilities, Compliance with Designated Laws and Regulations, and Management’s 
Assessment of Internal Control over Financial Reporting, and accordingly, we do not express an opinion 
or provide any assurance on it.   
 

 
Portland, Maine 
June 13, 2022 
 
 



Bangor Bancorp, MHC and its Subsidiary, Bangor Savings Bank 
Consolidated Balance Sheets 
March 31, 2022 and 2021 

The accompanying notes are an integral part of these consolidated financial statements. 

4 

(in thousands of dollars) 2022 2021

Assets
Cash and due from banks 66,494$        69,292$        
Investment securities available for sale
 at fair value (amortized cost of $2,521,920

and $1,730,002, respectively) 2,370,474 1,731,525
Equity securities 12,130 11,287
Federal Home Loan Bank of Boston stock 7,135 6,826
Loans 3,977,241 3,955,248
Less allowance for loan losses 49,829 48,736

Net loans 3,927,412 3,906,512

Premises and equipment, net 203,939 191,436
Bank owned life insurance 121,587 108,727
Goodwill 71,851 71,607
Other assets 132,344 88,779

Total assets 6,913,366$    6,185,991$    

Liabilities and capital
Liabilities

Deposits 5,754,993$    4,963,917$    
Borrowed funds 632,031 614,237
Other liabilities 75,929 87,744

Total liabilities 6,462,953 5,665,898

Capital
Retained earnings 569,779 519,942
Accumulated other comprehensive (loss) income (119,366) 151

Total capital 450,413 520,093

Total liabilities and capital 6,913,366$    6,185,991$    
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(in thousands of dollars) 2022 2021

Interest and dividend income

Interest on loans 145,397$     146,102$     
Interest and dividends on investment securities 34,547 26,755

Total interest and dividend income 179,944 172,857

Interest expense

Interest on deposits 7,713 11,488
Interest on borrowed funds 1,070 1,991

Total interest expense 8,783 13,479

Net interest income 171,161 159,378

Provision for loan losses - 19,000

Net interest income after provision for loan losses 171,161  140,378

Non-interest income  
Card services 23,221  19,557
Mortgage sales 15,867  41,724
Payroll services 11,622  10,501
Deposit and branch services 9,741  8,592
Wealth management services 9,285  7,476
Bank owned life insurance 3,566  2,810
Loan services 2,860  2,821
Other fees and income 1,977  1,196

Total non-interest income 78,139  94,677

Net gain on sales of investment securities 48 124

Non-interest expense

Compensation and benefits 115,229 119,999
Occupancy and equipment 22,505 20,820
Data and card processing 16,436 13,884
Community support and marketing 5,728 5,637
Customer ATM rebates 3,662 2,923
Regulatory assessments 3,230 2,558
Other expenses 20,053 19,719

Total non-interest expense 186,843 185,540

Income before income tax expense 62,505 49,639

Income tax expense 12,668 9,612

Net income 49,837$       40,027$       
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(in thousands of dollars) 2022 2021

Net income 49,837$   40,027$  

Other comprehensive (loss) income :

Unrealized losses on securities available for sale:

Unrealized losses on securities available for sale, net of tax of
$32,114 and $7,844, respectively (120,808) (29,508)

Reclassification adjustment for realized gains on securities sold
included in net income, net of tax of $10 and $26, respectively [1] (38) (98)

Unrealized losses on postretirement plans, net of tax of $11
and $16, respectively (44) (60)

Unrealized gains on interest rate swaps, net of tax of ($365)
and ($240), respectively 1,373 904

Other comprehensive loss (119,517) (28,762)

Total comprehensive (loss) income (69,680)$  11,265$  

[1]  Classified in the consolidated statements of income in net gain on sales of investment securities.
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Accumulated
Other

Retained Comprehensive
(in thousands of dollars) Earnings Income (Loss) Total

Balance, March 31, 2020 479,915$     28,913$       508,828$    

Net income 40,027 - 40,027
Other comprehensive income (loss)

Unrealized losses on securities available for sale - (29,606) (29,606)
Unrealized losses on postretirement plans - (60) (60)
Unrealized gains on interest rate swaps - 904 904

Total comprehensive income 40,027 (28,762) 11,265

Balance, March 31, 2021 519,942 151 520,093

Net income 49,837 - 49,837
Other comprehensive income (loss)

Unrealized losses on securities available for sale - (120,846) (120,846)
Unrealized losses on postretirement plans - (44) (44)
Unrealized gains on interest rate swaps - 1,373 1,373

Total comprehensive loss 49,837 (119,517) (69,680)

Balance, March 31, 2022 569,779$     (119,366)$    450,413$    
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(in thousands of dollars) 2022 2021

Cash flows from operating activities
Net income 49,837$          40,027$          
Adjustments to reconcile net income to net cash provided by operating activities

Depreciation of premises and equipment 11,730 10,533
Amortization of intangible assets 406 468
Provision for loan losses - 19,000
Increase in cash surrender value of bank owned life insurance (2,860) (2,810)
Net gains on sales of investment securities (48) (124)
Net recognized loss (gain) on equity securities 657 (21)
Net amortization of premiums on securities available for sale 10,697 7,378
Loans originated for resale (578,498) (868,147)
Proceeds from sales of loans 662,067 904,724
Net gain on sale of loans, net of value of servicing rights retained (4,541) (2,262)
Net losses (gains) on sales of premises and equipment 20 (270)
Deferred income tax provision (benefit) 2,019 (4,564)
Net decrease (increase) in other assets 10,138 (8,292)
Net increase in other liabilities 1,259 9,898

Net cash provided by operating activities 162,883 105,538

Cash flows from investing activities
Proceeds from sales and calls of securities available for sale 28,513 69,256
Proceeds from sales and calls of equity securities 83 143
Proceeds from maturities and prepayments of securities available for sale 322,936 236,355
Purchases of securities available for sale (1,168,663) (946,557)
Net (purchases) proceeds from redemptions of Federal Home Loan Bank of Boston stock (309) 3,105
Net increase in loans (122,614) (587,491)
Purchases of premises and equipment (24,253) (24,448)
Proceeds from sales of  premises and equipment - 443
Purchases of bank owned life insurance (10,000) -
Cash received in acquisition of Damariscotta Bankshares Inc., net of cash paid - 26,878
Contingent consideration paid for business acquisitions (244) -

Net cash used by investing activities (974,551) (1,222,316)

Cash flows from financing activities
Net increase in deposits 791,076 1,113,821
Net increase in short-term borrowed funds 23,669 2,493
Long-term borrowed funds repaid (5,875) (520)

Net cash provided by financing activities 808,870 1,115,794

Net decrease in cash and cash equivalents (2,798) (984)

Cash and cash equivalents at beginning of year 69,292 70,276

Cash and cash equivalents at end of year 66,494$        69,292$        

Supplemental disclosures of cash flow information
Cash paid during the year for

Interest 8,963$          14,426$        
Income taxes 10,344          10,737          

Noncash transactions
Transfer from loans to other real estate owned 4,722$          -$                  
Premises and equipment included in accounts payable 89                 113               
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1. Summary of Significant Accounting Policies 

Basis of Presentation 
Bangor Bancorp, MHC (the Company) is a mutual holding company and the parent of Bangor 
Savings Bank (the Bank), a wholly-owned Maine-chartered stock universal bank.  

The accounting and reporting policies of the Company conform to accounting principles generally 
accepted in the United States of America (GAAP) and to general practice within the banking 
industry.  The accompanying consolidated financial statements include the accounts of the Company 
and its wholly-owned subsidiary, the Bank.  All significant intercompany balances and transactions 
have been eliminated in consolidation.  In preparing the consolidated financial statements, 
management is required to make estimates and assumptions that affect the reported amounts of assets 
and liabilities at the balance sheet date and income and expenses for the period.  Material estimates 
that are particularly susceptible to change in the near term relate to the determination of the allowance 
for loan losses (ALL), the value of loan servicing rights, classification of unrealized losses on 
investment securities, other real estate owned, allocation of consideration in acquisitions, and 
goodwill and intangible asset valuations. 

Business 
The Company is subject to supervision and examination by the Board of Governors of the Federal 
Reserve System (the Federal Reserve).  It files reports with the Federal Reserve on a quarterly basis.  

The Bank is subject to supervision and examination by the Federal Deposit Insurance Corporation 
(the FDIC) and the State of Maine Bureau of Financial Institutions.  It files reports with the FDIC on 
a quarterly basis. 

The Company provides various services to individuals, including checking, NOW, savings, money 
market, and time deposit accounts; debit cards; electronic, digital, and mobile banking; secured and 
unsecured consumer and personal loans; mortgage loans; other credit services; investment 
management and trust services; brokerage services; and insurance services.   

The Company provides various services to businesses and governmental units, including demand, 
savings, money market, and time deposit accounts; electronic, digital, and mobile banking; merchant 
card services; payroll services; cash management and payment solution services; investment 
management and trust services; brokerage services; insurance services; and also originates 
commercial real estate and other types of commercial and municipal loans.    

The Company earns interchange fees from cardholder transactions conducted through a payment 
network. Interchange fees from cardholder transactions represent a percentage of the underlying 
transaction value and are recognized daily, concurrently with the transaction processing services 
provided to the cardholder. 

The Company's primary market area covers the States of Maine and New Hampshire. 

Bangor Wealth Management of New Hampshire, LLC (WM-NH), a wholly-owned subsidiary of the 
Bank, is a state chartered trust company incorporated in April 2020 and headquartered in Concord, 
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New Hampshire.  WM-NH is engaged to act as investment advisor, trustee, and named custodian for 
customers of the Bank. 

The Company earns payroll fees from its contracts with customers to provide payroll services. These 
fees are primarily earned over time as the Company provides the contracted monthly or quarterly 
services. Fees are generally assessed based on the agreed upon contract of services and fees with the 
customer.   

Cash and Cash Equivalents 
The Company’s cash and due from bank accounts, at times, may exceed federally insured limits.  
Pursuant to Regulation F issued by the Federal Reserve, the Company monitors the financial health 
and capital ratios of all of its correspondent banks and believes it is not exposed to any significant 
risk on cash and cash equivalents.  The Company has not experienced any losses in such accounts to 
date.   

The Company, from time to time, is required to maintain reserves of vault cash or deposits with the 
Federal Reserve Bank (FRB). There was no reserve requirement as of March 31, 2022 and 2021. 
 
Investment Securities 
Debt securities are classified in three categories and accounted for as follows:  debt securities that 
the Company has the positive intent and ability to hold to maturity are classified as held to maturity 
and reported at amortized cost; debt securities that are bought and held principally for the purpose of 
selling them in the near term are classified as trading and reported at fair value with unrealized gains 
and losses included in earnings; and debt securities not classified as either held to maturity or trading 
are classified as available for sale and reported at fair value with unrealized gains and losses excluded 
from earnings and reported as other comprehensive income (loss), net of tax. 

Premiums and discounts on investment securities are amortized or accreted to income over the 
expected life of the investment using a method that approximates the level yield method.  Gains and 
losses on the sale of securities are recognized on a specific identification basis. For individual debt 
securities where the Company does not intend to sell the security and it is more likely than not that 
the Company will not be required to sell the security before recovery of its amortized cost basis, the 
other-than-temporary decline in the fair value of the debt security related to 1) credit loss is 
recognized in earnings and 2) other factors is recognized in other comprehensive income (loss). 
Credit loss is deemed to exist if the present value of expected future cash flows is less than the 
amortized cost basis of the debt security. For individual debt securities where the Company intends 
to sell the security or more likely than not will be required to sell the security before recovery of its 
amortized cost, the other-than-temporary impairment is recognized in earnings equal to the entire 
difference between the security’s cost basis and its fair value at the balance sheet date. 

Equity securities are carried at estimated fair value with changes in fair value and realized gains and 
losses reported in non-interest income in the consolidated statements of income.   

Derivative Instruments and Hedging Activities 
The Company records all derivatives on the balance sheet at fair value.  The accounting for changes 
in the fair value of derivatives depends on the intended use of the derivative and the resulting 
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designation.  Derivatives used to hedge the exposure to variability in expected future cash flows, or 
other types of forecasted transactions, are considered cash flow hedges. 

  
For derivatives designated as cash flow hedges, the gain or loss on the derivative is recorded in other 
comprehensive income (loss) and subsequently reclassified into interest expense in the same 
period(s) during which the hedged transaction affects earnings.  Amounts reported in accumulated 
other comprehensive income (loss) related to derivatives will be reclassified to interest expense as 
interest payments are made on the Company’s borrowings.  

  
The Company’s objective in using derivatives is to add stability to interest income and to manage its 
exposure to adverse interest rate movements or other identified risks.  To accomplish this objective, 
the Company periodically uses interest rate caps, floors, and swaps as part of its cash flow hedging 
strategy.  Interest rate caps, floors, and swaps designated as cash flow hedges protect the Company 
against movements in interest rates above or below the instruments’ strike rates over the life of the 
agreements. As of March 31, 2022, other derivatives that are not designated as cash flow hedges 
because they do not meet strict hedge accounting requirements are likewise used to manage the 
Company’s exposure to interest rate movements and other identified risks, and are not speculative.  
The Company does not use derivatives for trading or speculative purposes.   

The Company enters into commitments to originate loans whereby the interest rate on the loan is 
determined prior to funding (rate lock commitments). Rate lock commitments on mortgage loans that 
are intended to be sold are considered to be derivatives. Accordingly, such commitments, along with 
any related fees received from potential borrowers, are recorded at fair value in derivative assets or 
liabilities, with changes in fair value recorded in the net gain or loss on sale of mortgage loans. Fair 
value is based on fees currently charged to enter into similar agreements, and for fixed-rate 
commitments also considers the difference between current levels of interest rates and the committed 
rates. 
 
During the period from the rate lock commitment date to the ultimate sale of the loan, the Company 
is subject to the risk of interest rate changes. In an effort to mitigate such risk, the Company enters 
into forward sale commitments in the secondary markets, which are considered to be derivatives. 
Accordingly, such commitments are recorded at fair value in derivative assets or liabilities, with the 
changes in fair value recorded in the net gain or loss on sale of mortgage loans. Fair value is based 
on quoted market prices for similar instruments in the secondary markets. 
 
Commitments to Extend Credit 
In the ordinary course of business, the Company has entered into commitments to extend credit.  
Except as disclosed above, such financial instruments are recorded in the financial statements when 
they are funded. 

Loans Held for Sale 
Residential mortgage loans originated for sale are classified as held for sale.  These loans are 
specifically identified and carried at lower of cost or fair value as of each balance sheet date.  The 
fair value includes the servicing value of the loans as well as any accrued interest.  Gains and losses 
from sales of residential mortgages held for sale are recognized on the trade date and recorded as 
mortgage sales in non-interest income.   
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Loans 
Loans are reported at their principal amount outstanding, net of any unearned discount or deferred 
loan fees and costs. 

Interest on loans is taken into income using methods which report income earned in relation to the 
balances of loans outstanding.  The accrual of interest income on problem loan accounts ceases when 
collectability within a reasonable period of time becomes doubtful.  Cash payments received on non-
accrual loans, which may include impaired loans, are applied to reduce the loan’s principal balance 
until the remaining principal is deemed collectible, after which interest is recognized when collected.  
Nonaccrual loans may be returned to accrual status when principal and interest payments are not 
delinquent and the risk characteristics of the loan have improved to the extent that there no longer 
exists a concern as to the collectability of principal. 

Loan origination fees and certain direct origination costs are deferred and recognized in interest 
income as an adjustment to the yield over the life of the related loans.  The Company amortizes these 
amounts using the effective yield method.  When loans are sold or paid off, the remaining 
unamortized fees and costs are transferred to interest income. 

Allowance for Loan Losses 
The ALL is maintained at a level determined to be adequate by management to absorb future charge-
offs of loans previously deemed partially or wholly uncollectible.  Loan losses are charged against 
the allowance when management believes the uncollectibility of a loan balance is confirmed. 

Arriving at an appropriate level of ALL necessarily involves a high degree of judgment.  The main 
considerations in this evaluation are prior loan loss experience, the characteristics and size of the 
loan portfolio, business and economic conditions and trends in loan delinquencies, and net charge-
offs.  Although management uses available information to establish the ALL on loans, future 
additions to the allowance may be necessary based on estimates that are susceptible to significant 
change as a result of changes in economic conditions and other factors.  In addition, periodic review 
of the Company's ALL is performed by various regulatory agencies as part of their examination 
process.  These agencies may require the Company to recognize additions to the allowance based on 
their judgments about information available to them at the time of their examination. 

Impaired loans are commercial, commercial real estate, and individually significant residential 
mortgage and consumer loans for which it is probable that the Company will not be able to collect 
all amounts due according to the contractual terms of the loan agreement or the loan is delinquent 90 
days or more.  Loans less than 90 days delinquent are deemed to have an insignificant delay in 
payment and are generally not considered impaired based on their delinquent status.  Loans more 
than 30 days past due are considered delinquent.  Creditors are generally required to account for 
impaired loans, except those loans that are accounted for at fair value or at lower of cost or fair value, 
at the present value of the expected future cash flows discounted at the loan's effective interest rate 
or the fair market value of collateral.  If appropriate, a valuation reserve is established to recognize 
the difference between the recorded investment and the present value.  Impairment of troubled debt 
restructurings is measured using the rate of interest of the original loan.   

Purchased credit-impaired loans are initially carried at fair value with no ALL.  The estimated fair 
value contains both accretable and nonaccretable components.  The accretable component is 
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amortized as an adjustment to the related loan yield over the average life of the loan.  The 
nonaccretable component represents a probable loss due to credit risk and is reviewed by 
management periodically and adjusted as deemed necessary to reflect changes in the present value 
of expected cash flows.  If the present value of expected cash flows is less than the carrying amount, 
a loss is recorded as a provision for loan losses.  If the present value of expected cash flows is greater 
than the carrying amount, it is recognized as part of future interest income. 
 
Premises and Equipment 
Premises and equipment are stated at cost less accumulated depreciation.  Buildings, leasehold 
improvements, equipment, and furniture and fixtures are depreciated under the straight-line method 
over the estimated lives of the assets. 

Expenditures for premises, equipment, renewals, and betterments that extend the useful life of assets 
are capitalized.  Expenditures for maintenance and repairs are charged to expense.  When items are 
disposed, the cost and accumulated depreciation are eliminated and gains or losses are included in 
income. 

Bank Owned Life Insurance (BOLI) 
BOLI represents life insurance on the lives of certain employees who have provided positive consent 
allowing the Company to be the primary beneficiary of such policies.  Increases in the cash value of 
the policies, net of insurance costs, as well as net insurance proceeds received, are recorded in non-
interest income, and are not subject to income taxes. 

Goodwill 
In connection with acquisitions of other companies, the Company records as an asset on its financial 
statements goodwill, an intangible asset which is equal to the excess of the purchase price which it 
pays for another company over the estimated fair value of the net assets acquired.  The Company 
records any other acquired intangible asset apart from goodwill if that asset arises from contractual 
or other legal rights.  The Company does not amortize goodwill, but rather tests it for impairment at 
least annually, or whenever events or changes in circumstances indicate that the carrying amount of 
the asset may not be fully recoverable.   

Intangible Assets 
The Company records acquired intangible assets (other than goodwill) with finite lives as an asset 
on its financial statements.  These intangible assets include customer relationships acquired in 
connection with the acquisition of other companies.  The value of identifiable intangible assets is 
determined using historical financial results, estimated valuation multiple factors, and other 
management estimates, all of which are subject to change based on changes in economic conditions 
and other factors.  Intangible assets are amortized to expense under the straight-line method over 
their estimated economic useful lives ranging from 5 to 15 years, and are reviewed for impairment 
whenever events or changes in circumstances indicate that the carrying amount of the asset may not 
be fully recoverable. 

Loan Servicing Rights 
Loan servicing rights are initially recorded at fair value and amortized in proportion to, and over the 
period of, estimated net servicing revenues.  Impairment of loan servicing rights is assessed based 
on the fair value of those rights.  Fair values are estimated using a discounted cash flow model based 
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on a current market interest rate.  For purposes of measuring impairment, the rights are stratified by 
institutional investor, and valued taking into consideration the following predominant risk 
characteristics of the underlying loans:  interest rate, term, period of origination, and prepayment 
speed.  The most recent valuation model utilizes a discount rate of 12% and prepayment assumptions 
based on Bloomberg long-term projections as of March 31, 2022.  The amount of impairment 
recognized is the amount by which the capitalized loan servicing rights for a stratum exceed their 
fair value. 

Other Real Estate Owned (OREO) 
OREO is comprised of properties or other assets acquired through (1) foreclosure proceedings, or 
(2) acceptance of a deed or title in lieu of foreclosure.  OREO is initially recorded at fair value of the 
collateral less estimated costs to sell.  Losses arising from the acquisition of such properties are 
charged against the ALL.  Expenses incurred in connection with maintaining these assets, subsequent 
write-downs, and gains or losses recognized upon sale are included in non-interest income or non-
interest expense. 

Securities Sold Under Agreements to Repurchase 
Securities sold under agreements to repurchase are treated as collateralized financing transactions 
and are reported at the amounts at which the securities will be subsequently repurchased, plus accrued 
interest.  The value of securities is monitored, and additional collateral may be pledged when 
considered appropriate to protect Company creditors against credit exposure. 

Income Taxes 
The Company recognizes taxes under the asset and liability method of accounting.  Under the asset 
and liability method, deferred tax assets and liabilities are recognized for the future tax consequences 
attributable to differences between the financial statement carrying amounts of existing assets and 
liabilities and their respective tax bases.  Deferred tax assets and liabilities are measured using 
enacted tax rates expected to apply to taxable income in the years in which those temporary 
differences are expected to be recovered or settled.  Deferred tax assets are reduced by a valuation 
allowance if, based on the weight of available evidence, it is more likely than not that some portion 
or all of the deferred tax assets will not be realized.  The Company releases income tax effects from 
accumulated other comprehensive income (loss) when the associated transaction is recognized in 
earnings. 

Postretirement Benefits 
The Company accrues for postretirement benefits other than pensions during the years that 
employees render service, instead of when benefits are paid.   

Consolidated Statements of Cash Flows 
For purposes of the consolidated statements of cash flows, the Company considers cash on hand, 
amounts due from banks, federal funds sold, and other short-term investments as cash and cash 
equivalents.  Generally, federal funds are purchased and sold for one-day periods. 

Legal Contingencies 
Various legal claims may arise from time to time in the normal course of business which, in the 
opinion of management, will have no material effect on the Company’s consolidated financial 
statements.   
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Recently Issued Accounting Pronouncements 
In February 2016, the FASB issued ASU No. 2016-02, “Leases (Topic 842).”  The ASU was issued 
to increase transparency and comparability among organizations by recognizing lease assets and lease 
liabilities on the balance sheet and disclosing key information about leasing arrangements.  In June 
2020, the FASB issued ASU No. 2020-05, which delays the effective date of this ASU to fiscal years 
beginning after December 15, 2021, and interim periods within fiscal years beginning after December 
15, 2022. The Company is evaluating the potential impact of the ASU on its consolidated financial 
statements. 
 
In August 2017, the FASB issued ASU No. 2017-12, “Derivatives and Hedging (Topic 815): 
Targeted Improvements to Accounting for Hedging Activities”. The ASU was issued to make certain 
specific improvements to hedge accounting to better align hedge accounting with risk management 
activities, eliminate the separate measurement and recording of hedge ineffectiveness, improve 
presentation and disclosure, and other simplifications. In November 2019, the FASB issued ASU No. 
2019-10, which delays the effective date of this ASU to fiscal years beginning after December 15, 
2020, and interim periods within fiscal years beginning after December 15, 2021. Early adoption is 
permitted, including adoption in an interim period. All transition requirements and elections are to 
be applied to existing hedging relationships upon adoption. The Company adopted this ASU effective 
April 1, 2021 and it did not have a material impact on the Company’s consolidated financial 
statements. 
 
In June 2016, the FASB issued ASU No. 2016-13, “Financial Instruments-Credit Losses (Topic 326):  
Measurement of Credit Losses on Financial Instruments.”  Under the new guidance, which will 
replace the existing incurred loss model of recognizing credit losses, banks and other lending 
institutions will be required to recognize the full amount of expected credit losses.  The new guidance, 
which is referred to as the current expected credit loss model, requires that expected credit losses for 
financial assets held at the reporting date that are accounted for at amortized cost be measured and 
recognized based on historical experience and current and reasonably supportable forecasted 
conditions to reflect the full amount of expected credit losses.  A modified version of these 
requirements also applies to debt securities classified as available for sale.  The ASU is effective for 
fiscal years beginning after December 15, 2022, including interim periods within those fiscal years. 
The Company is evaluating the potential impact of the ASU on its consolidated financial statements 
and anticipates the ASU may have a material impact.  The Company has formed an implementation 
committee and to date has participated in educational seminars on the new standard, has begun the 
process of identifying historical data sets that will be necessary to implement the new standard, and 
has selected a third-party vendor for modeling and calculation. 
 
In July 2018, the FASB issued ASU No. 2018-11, “Leases – Targeted Improvements,” to provide 
entities with relief from the costs of implementing certain aspects of the new leasing standard, ASU 
No. 2016-02.  Specifically, under the amendments in this ASU: (1) entities may elect not to recast 
the comparative periods presented when transitioning to the new leasing standard, and (2) lessors 
may elect not to separate lease and non-lease components when certain conditions are met.  The 
amendments have the same effective date as ASU No. 2020-05.  The adoption of this ASU is not 
expected to have a material effect on the Company’s consolidated financial statements. 
 
In March 2020, the FASB issued ASU No. 2020-04, “Reference Rate Reform (Topic 848): 
Facilitation of the Effects of Reference Rate Reform on Financial Reporting”  This ASU provides 
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temporary optional expedients and exceptions to GAAP guidance on contract modifications and 
hedge accounting to ease the financial reporting burdens of the expected market transition from the 
London Inter-Bank Offering Rate (LIBOR) and other interbank offered rates to alternative reference 
rates, such as Secured Overnight Financing Rate (SOFR).  For instance, companies can elect not to 
apply certain modification accounting requirements to contracts affected by reference rate reform, if 
certain criteria are met.  A company that makes this election would not have to re-measure the 
contracts at the modification date or reassess a previous accounting determination.  Companies can 
also elect various optional expedients that would allow them to continue applying hedge accounting 
for hedging relationships affected by reference rate reform, if certain criteria are met.  Finally, 
companies can make a one-time election to sell and/or reclassify held-to-maturity debt securities that 
reference an interest rate affected by reference rate reform.  This ASU is effective for all entities as 
of March 12, 2020 through December 31, 2022.  The Company is currently evaluating all of its 
contracts, hedging relationships, and other transactions that will be affected by reference rates that 
are being discontinued and determining which elections need to be made. 

In March 2022, the FASB issued ASU No. 2022-02, “Financial Instruments – Credit Losses (Topic 
326): Troubled Debt Restructurings and Vintage Disclosures”, which eliminates the accounting 
guidance for troubled debt restructurings, while enhancing disclosure requirements for certain loan 
refinancings and restructurings by creditors when a borrower is experiencing financial difficulty. 
ASU No. 2022-02 is effective for fiscal years, and interim periods within those fiscal years, beginning 
after December 15, 2022. ASU No. 2022-02 is not expected to have a material impact on the 
Company’s consolidated financial statements. 

Subsequent Events 
In May 2022, the Company and PayWith Worldwide, Inc. (PW) executed a Term Sheet summarizing 
the principal terms relating to the incorporation and organization of a new Delaware corporation to 
be used for a joint venture between the parties.  The purpose of the joint venture is to develop, market, 
and sell financial technology solutions.  The Company and PW have worked independently and 
jointly to develop components that when combined promise to facilitate unique card payment 
processing features within the payments industry.  It is anticipated that the new corporation will be 
created by the end of August 2022 and that the Company will contribute software assets for an initial 
ownership interest of 40%. 

For purposes of the preparation of these financial statements in conformity with GAAP, the Company 
has considered transactions or events occurring through June 13, 2022, which was the date 
the financial statements were available to be issued. 

2. Acquisitions

Damariscota Bankshares, Inc.

On December 1, 2020, the Company completed a previously announced merger with Damariscotta
Bankshares, Inc., parent company of Damariscotta Bank and Trust Company.  Shareholders of
Damariscotta Bankshares, Inc. received $27.00 per share in cash in exchange for 1,304,676 shares
of Damariscotta Bankshares, Inc. common stock owned, which totaled $35,226.
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The merger was undertaken with the objective of expanding the Company’s business, both 
geographically and through product offerings, as well as realizing continued synergies and 
economies of scale.  The merger complements the Company’s long-term vision to provide highly 
accessible and trusted local financial services to more customers in northern New England. 

Acquisition-date estimated fair values of assets acquired and liabilities assumed were as follows: 

Fair Value
Adjustment To Term in

Fair Value Be Amortized Months Method

Assets
Cash and due from banks 62,104$             -$                       N/A N/A
Investment securities available for sale 26,733 - N/A N/A
Loans 113,505 (4,210) 30 - 171 Level yield
Core deposit intangible 225 225 76 Sum of years' digits
Premises and equipment 5,330 1,712 180 - 468 Straight-Line
Bank owned life insurance 780 - N/A N/A
Other assets 1,419 - N/A N/A

Total assets 210,096

Liabilities
Non-maturity deposits 159,431 - N/A N/A
Time deposits 24,856 14 19 Sum of years' digits
IRA certificates 6,763 (58) 21 Sum of years' digits
Other liabilities 2,092 - N/A N/A

Total liabilities 193,142

Net fair value 16,954$             

Goodwill 18,272$             - N/A N/A

Amortization

 

The Company recognized a core deposit intangible of $225 as a result of the acquisition.  The core 
deposit intangible, which is amortizable and deductible for tax purposes, is evaluated for impairment 
whenever circumstances warrant.  Amortization expense was $66 and $18 during the fiscal year 
ended March 31, 2022 and 2021, respectively. 

As of March 31, 2022, estimated amortization expense for each of the five succeeding years and in 
total for the core deposit intangible is as follows: 

2023 53$             
2024 41
2025 28
2026 15
2027 4

141$            
 

On December 11, 2020, the Company completed a divestiture of a portion of the assets and liabilities 
acquired from Damariscotta Bankshares, Inc. as a required condition for approval of their merger by 
the Federal Reserve Board. This was due to the high concentration of banking assets held by the 
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Company in this particular geographic region. The acquired assets and liabilities were sold to First 
National Bank, a subsidiary of The First Bancorp, Inc., for cash compensation of $6,060. 

Divestiture-date fair values of assets and liabilities included in the transaction were as follows: 

Assets
Cash and due from banks 381$        
Loans 22,976
Premises and equipment 696
Other assets 50

Total assets 24,103$    

Liabilities
Non-maturity deposits 15,460$    
Time deposits 2,583

Total liabilities 18,043$    

Net sale proceeds received 6,060$      

 

First Colebrook Bancorp, Inc.  

On April 6, 2018, the Company recognized a core deposit intangible of $2,152 and goodwill of 
$23,702 as a result of the acquisition of First Colebrook Bancorp, Inc. The Company evaluated its 
goodwill as of March 31, 2022 and determined there was no impairment. The core deposit intangible, 
which is amortizable and deductible for tax purposes, is evaluated for impairment whenever 
circumstances warrant. Amortization expense was $313 and $419 during the fiscal years ended 
March 31, 2022 and 2021, respectively. 

As of March 31, 2022 estimated amortization expense for each of the three succeeding years and in 
total for the core deposit intangible is as follows: 

2023 207$            
2024 102
2025 11

320$            
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3. Investment Securities 

A summary of investment securities available for sale as of March 31, 2022, follows: 

Amortized Unrealized Unrealized Fair
Cost Gains Losses Value

U.S. government and government sponsored 
enterprise (GSE) obligations

Maturing within 1 year -$                     -$                     -$                     -$                     

Maturing after 1 year but within 5 years 137,651 - (8,223) 129,428
Maturing after 5 years but within 10 years 99,720 - (11,189) 88,531

Maturing after 10 years but within 20 years 4,907 - (709) 4,198

Other bonds and obligations
Maturing within 1 year 5,095 13 - 5,108
Maturing after 1 year but within 5 years 72,270 165 (3,117) 69,318
Maturing after 5 years but within 10 years 72,195 294 (3,550) 68,939
Maturing after 10 years but within 20 years 35,499 49 (3,053) 32,495

Mortgage-backed securities
Government and GSE issued and guaranteed 2,094,583 2,642 (124,768) 1,972,457

2,521,920$       3,163$              (154,609)$         2,370,474$       

 

The amortized cost and fair value of debt securities are shown by contractual maturity.  Issuers may 
have the right to call or prepay obligations with or without call or prepayment penalties.  This right 
may cause actual maturities to differ from the contractual maturities summarized above.  As of 
March 31, 2022, the amortized cost of the Company's investment securities with call or prepayment 
features was $2,332,843. Actual maturities may differ from contractual maturities on agency MBS 
because the mortgages underlying the securities may be prepaid, usually without any penalties. 
Therefore, these agency MBS are shown separately and not included in the contractual maturity 
categories in the above maturity summary.  

Within the available for sale investment securities portfolio, net proceeds from the sales and calls of 
investment securities for the year ended March 31, 2022, were $28,513.  The resulting realized gains 
and losses for the year ended March 31, 2022, were $50 and $2, respectively. 

As of March 31, 2022, securities with an amortized cost of $914,375 were pledged to secure 
borrowed funds, public deposits, and for other purposes as compared with $636,616 as of March 31, 
2021. 
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As of March 31, 2022, investments with unrealized losses and the length of time they have been in a 
continuous loss position are as follows: 

Fair Unrealized Fair Unrealized
Value Losses Value Losses

U.S. government and GSE obligations 117,814$          (7,281)$             104,343$          (12,839)$           
Other bonds and obligations 127,371           (7,410)             15,543 (2,310)
Mortgage-backed securities 1,269,320 (69,783) 485,227 (54,986)

1,514,505$       (84,474)$           605,113$          (70,135)$           

Less than 12 months 12 months or more

 

The aggregate decline in the market value of these securities has been deemed temporary due to 
factors supporting the recoverability of the respective investments.  Factors considered include 
changes in market interest rates, credit ratings, overall financial health of the investee and other 
pertinent information. 

A summary of investment securities available for sale as of March 31, 2021, follows: 

Amortized Unrealized Unrealized Fair
Cost Gains Losses Value

U.S. government and GSE obligations
Maturing within 1 year 2,998$              41$                   -$                     3,039$              
Maturing after 1 year but within 5 years 11,300 - (269) 11,031
Maturing after 5 years but within 10 years 117,763 2 (5,875) 111,890
Maturing after 10 years but within 20 years 4,899 - (301) 4,598

Other bonds and obligations
Maturing within 1 year 6,243 54 - 6,297
Maturing after 1 year but within 5 years 26,882 547 (7) 27,422
Maturing after 5 years but within 10 years 34,660 906 (141) 35,425
Maturing after 10 years but within 20 years 48,550 311 (1,618) 47,243

Mortgage-backed securities
Government and GSE issued and guaranteed 1,476,707 31,967 (24,094) 1,484,580

1,730,002$       33,828$            (32,305)$           1,731,525$       

 

Within the available for sale investment securities portfolio, net proceeds from the sales and calls of 
investment securities for the year ended March 31, 2021, were $69,256.  The resulting realized gains 
and losses for the year ended March 31, 2021, were $128 and $4, respectively. 
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As of March 31, 2021, investments with unrealized losses and the length of time they have been in a 
continuous loss position are as follows: 

Fair Unrealized Fair Unrealized
Value Losses Value Losses

U.S. government and GSE obligations 120,516$          (6,445)$             -$                     -$                     
Other bonds and obligations 51,069             (1,766)             - -
Mortgage-backed securities 685,868 (23,408) 43,531 (686)

857,453$          (31,619)$           43,531$            (686)$                

Less than 12 months 12 months or more

 

The aggregate decline in the market value of these securities has been deemed temporary due to 
factors supporting the recoverability of the respective investments.  Factors considered include 
changes in market interest rates, credit ratings, overall financial health of the investee and other 
pertinent information. 

4. Loans 

A summary of the composition of the loan portfolio as of March 31 follows:  

2022 2021

Residential real estate 1,665,672$   1,430,114$   
Commercial real estate 1,363,467 1,286,360
Commercial 512,656 799,332
Consumer installment 31,547 33,013
Consumer revolving 406,764 421,588

Total loans 3,980,106   3,970,407   

Net deferred fees (2,865) (15,159)

3,977,241$   3,955,248$   
 

The Company grants residential, commercial and consumer loans to customers located primarily 
throughout Maine and New Hampshire.  Collateral on these loans typically consists of residential or 
commercial real estate, or personal property.  Although the loan portfolio is diversified, the ability 
of the Company's customers to honor their contracts is largely dependent on economic conditions in 
the area, especially in the real estate sector. 

Certain trustees and officers of the Company, including their related interests, are borrowers of the 
Company.  Such loans are made in the ordinary course of business at the Company's normal credit 
terms, including interest rates and collateralization. 
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An analysis of aggregate loan activity to these related parties for the years ended March 31 follows: 

2022 2021

Beginning balance 47,807$       33,790$       
Loans made/advanced and additions 9,379 15,079
Repayments and reductions (4,636) (1,062)

Ending balance 52,550$       47,807$       
 

As of March 31, 2022, all loans to related parties were performing in accordance with their 
contractual terms. 

Information on the past-due status of loans as of March 31, 2022, is presented in the following table: 

30 - 59 
days

Past Due

60 - 89 
days

Past Due

90 Days 
and 

Greater

Total
Past
Due Current

Total Loans 
Outstanding

Loans >
90 Days

Past
Due and
Accruing

Non-
Accrual 
Loans

Residential real estate 2,342$    245$       307$       2,894$    1,662,778$  1,665,672$     -$             873$       
Commercial real estate 293        - 960        1,253     1,362,214  1,363,467      - 2,210     
Commercial 273        32         128        433        512,223     512,656        - 748        
Consumer installment 92         11         21         124        31,423       31,547          - 24         
Consumer revolving 440 42         657        1,139     405,624     406,764 - 1,123     
  Total 3,440$    330$       2,073$    5,843$    3,974,262$  3,980,106$     -$             4,978$     

Information on the past-due status of loans as of March 31, 2021, is presented in the following table: 

30 - 59 
days

Past Due

60 - 89 
days

Past Due

90 Days 
and 

Greater

Total
Past
Due Current

Total Loans 
Outstanding

Loans >
90 Days

Past
Due and
Accruing

Non-
Accrual 
Loans

Residential real estate 3,122$    -$           931$       4,053$    1,426,061$  1,430,114$     -$             1,689$    
Commercial real estate 6,410     1 6,263     12,674   1,273,686  1,286,360      - 8,070     
Commercial 760        580        1,550     2,890     796,442     799,332        - 3,948     
Consumer installment 64         27         50         141        32,872       33,013          - 71         
Consumer revolving 498 367        649        1,514     420,074     421,588 - 1,267     
  Total 10,854$  975$       9,443$    21,272$  3,949,135$  3,970,407$     -$             15,045$   

At the acquisition date, the fair value of the loans acquired in the acquisition of Damariscotta 
Bankshares, Inc. resulted in an accretable loan discount of $4,210, plus a nonaccretable credit risk 
component of $1,438.  The net carrying amounts of the acquired loans was $60,957 and $86,828 as 
of March 31, 2022 and 2021, respectively and is included in loan balances above.  The balance of 
the accretable loan discount was $2,689 and $3,820 at March 31, 2022 and 2021, respectively after 
accretion of $1,131 and $390 for the years ended March 31, 2022 and 2021, respectively. 

At the acquisition date, the fair value of the loans acquired in the acquisition of First Colebrook 
Bancorp, Inc. resulted in an accretable loan discount of $2,036, plus a nonaccretable credit risk 
component of $1,248.  The net carrying amounts of the acquired loans were $75,237 and $98,097 as 
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of March 31, 2022 and 2021, respectively, and are included in loan balances above.  The balance of 
the accretable loan discount was $938 and $1,188 at March 31, 2022 and 2021, respectively, after 
accretion of $250 and $208 for the years ended March 31, 2022 and 2021, respectively. 

The Coronavirus Aid, Relief, and Economic Security Act (CARES Act), signed into law on March 
27, 2020, introduced the Paycheck Protection Program (the PPP) with an initial $439 billion in 
funding and the goal of preventing job loss and small business failure due to losses caused by the 
COVID-19 pandemic.  After exhausting the funding within two weeks, on April 24, 2020, the 
Paycheck Protection Program and Health Care Enhancement Act added $310 billion of funding for 
loans to be made under the PPP, $60 billion of which is set aside for PPP loans from small banks, 
community financial institutions, and credit unions.  As of March 31, 2022, the Company has 
originated $600 million in PPP loans to borrowers, with unpaid principal balances remaining of $32.6 
million. These loans are classified with Commercial loans.  

As of March 31, 2022 and 2021, the Bank had PPP loan deferred origination fees of $1,255 and 
$12,727, respectively, recorded in loans receivable on the consolidated balance sheet. As of March 
31, 2022 and 2021, the Bank recognized income of $12,704 and $12,579, respectively, of PPP loan 
origination fees. This income is recorded in loan interest income on the consolidated statements of 
income.   

A breakdown of impaired loans by category as of March 31, 2022, follows: 

Recorded 
Investment

Unpaid 
Principal 
Balance

Related 
Allowance

Average
Recorded

Investment

Interest 
Income 

Recognized

With recorded allowance

Residential real estate 873$         926$         107$         873$         40$           

Commercial real estate 807 904 653 562 -

Commercial 477 615 324 1,236 40
Consumer installment 158 158 110 160 4
Consumer revolving 138 137 6 167 -
  Ending balance 2,453 2,740 1,200 2,998 84

With no recorded allowance

Residential real estate 2,431 2,828 - 2,569 116
Commercial real estate 1,448 2,307 - 2,808 66
Commercial 2,813 2,990 - 2,508 193
Consumer revolving 548 769 - 442 14
  Ending balance 7,240 8,894 - 8,327 389
Total impaired loans 9,693$       11,634$     1,200$       11,325$     473$         
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A breakdown of impaired loans by category as of March 31, 2021, follows: 

Recorded 
Investment

Unpaid 
Principal 
Balance

Related 
Allowance

Average
Recorded

Investment

Interest 
Income 

Recognized

With recorded allowance

Residential real estate 815$         875$         100$         897$         27$           

Commercial real estate 4,820 4,882 268 7,045 19

Commercial 2,082 2,420 1,705 1,345 26
Consumer installment 163 163 109 164 18
Consumer revolving 235 234 50 250 -
  Ending balance 8,115 8,574 2,232 9,701 90

With no recorded allowance

Residential real estate 2,777 3,222 - 2,562 144
Commercial real estate 3,317 4,193 - 2,986 56
Commercial 2,700 3,643 - 3,202 146
Consumer revolving 379 686 - 391 7
  Ending balance 9,173 11,744 - 9,141 353
Total impaired loans 17,288$     20,318$     2,232$       18,842$     443$         

 

As of March 31, 2022 and 2021, there were 3 and 5 loans, respectively, collateralized by residential 
real estate in the process of foreclosure with a total balance of $76 and $209, respectively. 

5. Allowance for Loan Losses 

The allowance consists of specific, general and unallocated components.  The specific component 
relates to loans that are classified as Substandard or Doubtful and are impaired.  An allowance is 
established when the discounted cash flows or collateral value of the impaired loan is less than the 
carrying value of that loan. The general component covers classified loans based on a thirty-six 
month rolling historical loss experience and non-classified loans, both adjusted for qualitative 
factors.   An unallocated component is maintained to cover uncertainties that could affect 
management’s estimate of probable losses and reflects the margin of imprecision inherent in the 
underlying assumptions used to estimate specific and general losses in the portfolio.   

The qualitative factors are determined based on the various risk characteristics of each portfolio 
segment. Risk characteristics relevant to each portfolio segment are as follows: 

Residential real estate: All loans in this segment are collateralized by owner occupied residential 
real estate and repayment is dependent on the credit quality of the individual borrower. The overall 
health of the economy, including unemployment rates and housing price, will have an effect of the 
credit quality of this segment.  

Commercial real estate: Loans in this segment are primarily income producing properties or 
properties occupied by businesses. The underlying cash flows generated by the properties are 
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adversely impacted by a downturn in the economy as evidenced by increased vacancy rates or a 
general slowdown in business which, in turn, will have an effect on the credit quality of this segment. 
Management obtains rent rolls and business financial statements on an annual basis at least and 
continually monitors the cash flows of these loans.  

Commercial: Loans in this segment are made to businesses and are generally secured by assets of 
the business. Repayment is expected from the cash flows of the business. A weakened economy, and 
a resultant decreased consumer spending, will have an effect on the credit quality in this segment.  

Consumer: Repayment of the loans in this segment is generally dependent on the credit quality of 
the individual borrower.  

The following table presents the activity in the ALL and select loan information by portfolio segment 
for the year ended March 31, 2022:  

ALL:
Residential 
Real Estate 

Commercial 
Real Estate Commercial

Consumer 
Installment

Consumer 
Revolving Unallocated Total

Beginning balance 11,820$       20,273$        7,385$          844$            3,861$          4,553$         48,736$       
Loans charged off (21)              -              (432)            (405)            (77)              -              (935)            
Recoveries 146             1,020          440             249             173             -              2,028          
Provision (credit) for loan

and credit losses 3,048          (282)            (582)            (20)              (182)            (1,982)         -              
Ending balance 14,993         21,011         6,811          668             3,775          2,571          49,829$        
Ending balance:

Individually evaluated
for impairment 107             653             324             110             6                 -              1,200          

Ending balance: 
Collectively evaluated
for impairment 14,886         20,358         6,487          558             3,769          2,571          48,629         

Loans:
Ending balance:

Individually evaluated
for impairment 3,304          2,255          3,290          158             686             -              9,693          

Ending balance: 
Collectively evaluated
for impairment 1,625,173    1,297,565    492,973       27,449         398,481       -              3,841,641    

Ending balance:
Acquired loans 37,195         63,647         16,393         3,940          7,597          -              128,772       

Loans ending balance: 1,665,672$   1,363,467$   512,656$      31,547$        406,764$      -    $             3,980,106$    
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The following table presents the activity in the ALL and select loan information by portfolio segment 
for the year ended March 31, 2021: 

ALL:
Residential 
Real Estate 

Commercial 
Real Estate Commercial

Consumer 
Installment

Consumer 
Revolving Unallocated Total

Beginning balance 10,195$        9,595$          4,239$          851$            7,561$          1,737$         34,178$       
Loans charged off (9)                (3,735)         (796)            (335)            (436)            -              (5,311)         
Recoveries 82               94               229             288             176             -              869             
Provision (credit) for loan

and credit losses 1,552          14,319         3,713          40               (3,440)         2,816          19,000         
Ending balance 11,820         20,273         7,385          844             3,861          4,553          48,736$        
Ending balance:

Individually evaluated
for impairment 100             268             1,705          109             50               -              2,232          

Ending balance: 
Collectively evaluated
for impairment 11,720         20,005         5,680          735             3,811          4,553          46,504         

Loans:
Ending balance:

Individually evaluated
for impairment 3,592          8,137          4,782          163             614             -              17,288         

Ending balance: 
Collectively evaluated  
for impairment 1,372,918    1,193,826    769,589       27,227         410,625       -              3,774,184    

Ending balance:
Acquired loans 53,604         84,397         24,961         5,623          10,349         -              178,935       

Loans ending balance: 1,430,114$   1,286,360$   799,332$      33,013$        421,588$      -    $             3,970,407$    
 

Risk Characteristics 
The Company focuses on maintaining a well-balanced and diversified loan portfolio.  Despite such 
efforts, it is recognized that credit concentrations may occasionally emerge as a result of economic 
conditions, changes in demand, loan growth, and runoff.  To ensure that credit concentrations can be 
identified and monitored, all loans are assigned North American Industry Classification System 
Codes, and state and county codes.  Shifts in concentrations are monitored by management.   

To further identify loans with similar risk profiles, the Company categorizes each portfolio segment 
into classes by credit risk characteristic and applies a risk rating.  Residential real estate consists 
primarily of conventional, first mortgages on residential properties in Maine, New Hampshire, and 
Massachusetts. The Company strives to underwrite all residential mortgage loans to secondary 
market standards.  Commercial real estate is comprised of loans to Maine and New Hampshire 
businesses, primarily collateralized by owner-occupied real estate, while Commercial is primarily 
comprised of loans to Maine and New Hampshire businesses collateralized by accounts receivable, 
inventory, equipment, and other non-real estate assets. Commercial real estate loans typically have a 
maximum loan-to-value of 80% based upon current appraisal values at the time the loan is made.  
Consumer loans (installment and revolving) consist primarily of home equity lines of credit and loans 
on residential properties in Maine and New Hampshire.   

The process of establishing the allowance for the Commercial portfolios begins when a loan officer 
initially assigns each loan a risk rating, using established credit criteria. Approximately 63% of 
Commercial outstandings and commitments are subject to review and validation annually by an 
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independent consulting firm as well as periodically by the Company’s loan committees and credit 
review function. The process of establishing the allowance for Residential and Consumer portfolios 
begins at origination when a risk rating is assigned based on the general characteristics of the loan. 
Risk ratings are changed in accordance with borrower performance, considering the impact of current 
and anticipated economic conditions on the borrower’s overall financial condition considering the 
types of borrowers and/or lines of business.  In determining the ability to collect certain loans, the 
Company considers the fair value of underlying collateral.   

Risk ratings are assigned for all loans.   Risk ratings are specifically used to provide a risk profile of 
the loan portfolio to identify trends, the relative levels of risk, and to support the development of 
strategic initiatives related to credit risk; to identify deteriorating loans, lending relationships and/or 
industries; and to reflect the probability that a specific loan customer may default on its obligation. 
The Company uses the following definitions when assessing risk:  

1 Superior 
Credits rated “1” are characterized by borrowers fully responsible for the loans with superior capacity 
to pay principal and interest.  Loans rated “1” are typically secured by properly margined liquid 
collateral. 

2 Excellent 
Credits rated “2” are characterized by borrowers with strong capacity to pay principal and interest.  
Borrowers have strong levels of liquidity, earnings, and cash flow and consistent records of strong 
performance. 

3 Very Good 
Credits rated “3” are characterized by borrowers that exhibit very good credit strength and capacity 
to pay principal and interest. 

4 Above Average 
Credits rated “4” demonstrate above average credit strength with better than average and stable 
repayment sources. 

5 Average 
Credits rated “5” represent borrowers of more risk than loans rated 1-4, but borrowers that are 
considered average risk based on general credit worthiness. 

6 Acceptable 
Credits rated “6” represent borrowers that are generally acceptable but do not qualify for more 
favorable risk ratings.  Borrowers may be more susceptible to adverse economic trends and cash flow 
is generally adequate to pay debt service. 

7 Special Mention 
Credits rated “7” represent loans of increasing risk that have developed a degree of uncertainty, 
expected to be temporary, but are potentially weak if the circumstances are not improved or the 
situation corrected. 

8 Substandard 
Loans in this category have a well-defined weakness such as deficit cash flow or operating losses 
that have affected, or may affect, the paying capacity of the borrower.  Payment in full may rely on 
secondary repayment sources such as collateral liquidation or guarantor and the Company may incur 
some loss in the future if circumstances are not improved. 
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9 Doubtful 
Loans in this category have the same weaknesses as those classified Substandard but collection in 
full is highly improbable based on current facts and circumstances.  The probability of loss is high 
but because of certain important and specific pending factors that may work to the advantage and 
strengthening of the asset, its classification as loss is deferred until its more exact status may be 
determined. 

The following table summarizes the risk ratings for the loan portfolio by portfolio segment, as of 
March 31, 2022: 

Residential
Real Estate 

Commercial 
Real Estate Commercial

Consumer 
Installment

Consumer 
Revolving Total

Pass (Grades 1-6) 1,657,438$  1,323,641$   497,539$     31,122$      403,622$    3,913,362$  
Special mention (Grade 7) 2,395         23,574        6,431          31             1,160         33,591       
Substandard (Grade 8) 5,839         16,252        8,678          394           1,982         33,145       
Doubtful (Grade 9) -            -             8                -            -            8               
  Total 1,665,672$  1,363,467$   512,656$     31,547$      406,764$    3,980,106$   

The following table summarizes the risk ratings for the loan portfolio by portfolio segment, as of 
March 31, 2021: 

Residential
Real Estate 

Commercial 
Real Estate Commercial

Consumer 
Installment

Consumer 
Revolving Total

Pass (Grades 1-6) 1,419,656$  1,214,988$   779,911$     32,486$      418,645$    3,865,686$  
Special mention (Grade 7) 3,282         27,076        5,408          78             481           36,325       
Substandard (Grade 8) 7,176         44,296        13,986        449           2,462         68,369       
Doubtful (Grade 9) -            -             27              -            -            27             
  Total 1,430,114$  1,286,360$   799,332$     33,013$      421,588$    3,970,407$   
 
The Company works proactively with borrowers experiencing financial difficulty to assist with loan 
repayments, accommodations, or modifications.  In certain instances, the Company extends a 
troubled debt restructure (TDR) where the Company, for economic or legal reasons related to the 
borrower’s financial difficulties, grants a concession to the borrower that it would not otherwise 
consider.  To determine whether or not a loan should be characterized as a TDR, management 
evaluates the circumstances of the loan by considering: past due status with any of its debt; whether 
the borrower has declared, or is in the process of declaring bankruptcy; if there is doubt that the 
borrower will continue as a “going concern”; and/or if the borrower is unable to refinance with 
another lender, and after consideration of these factors, grants a concession.  Common types of 
concessions include maturity date extensions, payment deferral, and/or interest rate adjustment to 
below market pricing.  Once a loan has been restructured as a TDR, it remains a restructured loan 
until paid in full. The Company applies the same interest accrual policy to TDRs as it does for all 
classes of loans. TDRs involve modifications or a reduction of either interest or principal. 

On March 22, 2020, federal banking regulators issued an Interagency Statement providing guidance 
on accounting for loan modifications in light of the economic impact of the COVID-19 pandemic. 
On March 27, 2020, the CARES Act was enacted. Both the Interagency Statement and the CARES 
Act provided an exemption for qualified modifications from TDR designation. The Company has 
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adopted the TDR guidance and during the year ended March 31, 2021 granted short term concessions 
and/or modifications within the terms of this guidance. At March 31, 2022 and 2021, modifications 
under the terms of this guidance included 5 and 44 borrowers, respectively, having an aggregate 
balance of approximately $572 and $142,000, outstanding, respectively. These loans may bear a 
higher risk of default in future periods. 

The following table summarizes TDRs as of March 31, 2022: 

Number of 
Contracts

Current 
Balance

Specific 
Reserves

Residential real estate 32               3,216$            107$            
Commercial real estate 11               1,592            102             
Commercial 9                 2,226            15               
Consumer installment 5                 259               110
Consumer revolving 13 646               6
  Total 70               7,939$            340$            

 

The following table summarizes TDRs as of March 31, 2021: 

Number of 
Contracts

Current 
Balance

Specific 
Reserves

Residential real estate 35               3,499$            100$            
Commercial real estate 8                 1,236            -             
Commercial 17               1,037            248             
Consumer installment 6                 269               108
Consumer revolving 14 612               50
  Total 80               6,653$            506$             

The following table shows loans placed on TDR status during the year ended March 31, 2022, by 
loan segment and the associated specific reserve included in the allowance for loan losses: 

Number of 
Contracts

Pre-Modification 
Outstanding 

Recorded 
Investment

Post-Modification 
Outstanding 

Recorded 
Investment

Current 
Balance

Specific 
Reserves

Residential real estate 3                 539$                   542$                    537$              50$              
Commercial real estate 5                 766 828 605 -
Commercial 2 974 974 967 -
Consumer revolving 2 155 155 150 -
  Total 12               2,434$                2,499$                  2,259$            50$              
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The following table shows loans placed on TDR status during the year ended March 31, 2021, by 
loan segment and the associated specific reserve included in the allowance for loan losses:

Number of 
Contracts

Pre-Modification 
Outstanding 

Recorded 
Investment

Post-Modification 
Outstanding 

Recorded 
Investment

Current 
Balance

Specific 
Reserves

Residential real estate 3                 396$                   414$                    408$              -$                
Commercial 1 25 25 25 -
Consumer installment 2 23 22 21 -
Consumer revolving 1 47 47 57 47
  Total 7                 491$                   508$                    511$              47$                

The following table shows TDR loans that defaulted during the year ended March 31, 2022, that 
were modified as TDRs within the 12 months prior to the payment default: 

Number of 
Contracts

Pre-Modification 
Outstanding 

Recorded 
Investment

Post-Modification 
Outstanding 

Recorded 
Investment

Current 
Balance

Specific 
Reserves

Commercial real estate 1 238$                  238$                   53$               -$                
Commercial 1                 25                     25                       20                 -
  Total 2                 263$                  263$                   73$               -$                 
 

The following table shows a TDR loan that defaulted during the year ended March 31, 2021, that 
was modified as a TDR within the 12 months prior to the payment default: 

Number of 
Contracts

Pre-Modification 
Outstanding 

Recorded 
Investment

Post-Modification 
Outstanding 

Recorded 
Investment

Current 
Balance

Specific 
Reserves

Consumer revolving 1 60$                    60$                     57$               1$               
  Total 1                 60$                    60$                     57$               1$               

 

6. Loan Servicing 

The components of capitalized loan servicing rights as of March 31 are as follows: 

2022 2021

Beginning balance 5,565$         2,478$         
Net additions 1,706 6,236
Amortization (1,269) (3,149)

Ending balance 6,002$         5,565$         
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Loans serviced for others are not included on the accompanying consolidated balance sheets of the 
Company.  The unpaid principal balance of loans serviced for others was $847,976 and $779,403 as 
of March 31, 2022 and 2021, respectively. 

Custodial escrow balances, including those maintained in connection with the foregoing loan 
servicing, were $5,866 and $6,409 as of March 31, 2022 and 2021, respectively, and are included in 
savings accounts. 

7. Premises and Equipment 

Premises and equipment consists of the following as of March 31: 

2022 2021

Land 16,390$       16,390$       
Premises 181,497 167,454
Furniture and equipment 56,180 49,683
Leasehold improvements 7,303 7,303
Construction-in-progress 18,929 15,602

Total premises and equipment 280,299      256,432      

Less accumulated depreciation 76,360 64,996

203,939$     191,436$     
 

8. Lease Commitments 

The Company is obligated under a number of non-cancelable operating leases for branch and 
operations locations.  Total rent expense incurred under all operating leases for the years ended 
March 31, 2022 and 2021, was $1,734 and $1,793, respectively. 

A schedule by year of approximate future minimum rental payments required under non-cancelable 
operating leases as of March 31, 2022, is as follows: 

2023 1,589$        
2024 1,586
2025 1,510
2026 1,466
2027 1,508
Thereafter 26,016

33,675$       
 

The rental agreements provide for renewal options upon expiration of the initial lease term.  
Additionally, the leases provide that the Company pay taxes, maintenance, insurance, and certain 
other operating expenses for the leased premises.  Management expects that, in the normal course of 
business, leases that expire will be renewed or replaced by other leases. 
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9. Intangible Assets 

The following table shows identifiable intangible asset balances, net of amortization, included in 
other assets as of March 31: 

2022 2021

Customer relationships 2,464$          2,464$          7-15
Intellectual property 88 88 7
Noncompete agreements 25 25 5
Accumulated amortization (2,081) (1,675)

496$             902$             

Amortization
Period

(in Years)

Estimated

 
 
Amortization expense of intangibles included in other expenses for the years ended March 31, 2022 
and 2021, was $406 and $468, respectively.  For the intangible assets as of March 31, 2022, the 
approximate annual future amortization expense is estimated to be $286 in 2023, $153 in 2024, $39 
in 2025, $15 in 2026, and $3 in 2027.  The customer relationships include the core deposit intangibles 
related to the acquisitions disclosed in Note 2. 

10. Deposits 

The following table shows deposit balances as of March 31: 

2022 2021

Demand deposit accounts 1,691,247$   1,537,027$   
NOW accounts 1,038,448 843,235
Savings accounts 1,163,060 988,597
Money market accounts 1,347,102 1,060,229
Time deposits - under $250,000 347,720 422,159
Time deposits - $250,000 or more 167,416 112,670

5,754,993$   4,963,917$   
 

Included within the table above are brokered deposits of $183,011 and $140,037 as of March 31, 
2022 and 2021, respectively. 
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The following table summarizes time deposits by maturity as of March 31: 

2022 2021

Within 1 year 322,213$     371,464$     
1 to 2 years 138,912 84,170
2 to 3 years 27,184 50,460
3 to 4 years 12,330 17,640
4 to 5 years 14,497 11,095

515,136$     534,829$     
 

11. Borrowed Funds 

Short-term borrowed funds consist of Federal funds purchased from correspondent banks as well as 
all advances from the Federal Home Loan Bank of Boston (FHLBB) and securities sold under 
agreements to repurchase (repurchase agreements) that have original maturities of less than one year.  
Typically, customer repurchase agreements have maturities of 30 days or less and are collateralized 
by mortgage-backed securities and U.S. Government obligations. Long-term borrowed funds 
represent long-term advances from the FHLBB with original maturities dates over one year. 

The FHLBB advances were collateralized by all of the Company's FHLBB stock, a blanket pledge 
of certain eligible first lien mortgages against real property, and all funds placed in deposit accounts 
at the FHLBB. 

The following table shows borrowed funds as of March 31: 

Amount Amount

Short-term borrowed funds
Customer repurchase agreements 617,283$      0.13 % 559,614$      0.11 %
Short-term advances from FHLBB -                 0.00 20,000        0.34
Daily cash manager from FHLBB -                 0.00 14,000        0.37

617,283      0.13 % 593,614      0.12

Long-term borrowed funds
Long-term advances from FHLBB 14,748        1.50 20,623        1.65

14,748        1.50 20,623        1.65

Total borrowed funds 632,031$      0.16 % 614,237$      0.17 %

20212022

Weighted

Average

Rate

Weighted

Average

Rate

 
 

 

 

 



Bangor Bancorp, MHC and its Subsidiary, Bangor Savings Bank 
Notes to Consolidated Financial Statements  
March 31, 2022 and 2021 

(in thousands of dollars) 

34 

Long-term borrowed funds consisted of the following maturities as of March 31: 

Amount Amount

Payable during year ending March 31,
2022 $                  - - % 6,452$        1.84 %
2023 460 1.50 459 1.50
2024 466 1.52 466 1.52
2025 473 1.53 472 1.53
2026 482 1.55 481 1.55
2027 1,028 2.97 1,028          2.97
Beyond 2027 11,839        1.37 11,265        1.44

14,748$        1.50 % 20,623$      1.65 %

Rate

Weighted

Average

Rate

20212022

Weighted

Average

 

Based upon Company loans pledged to the FHLBB as of March 31, 2022, the Company has 
additional borrowing capacity with the FHLBB of up to $913,714 subject to the purchase of up to 
$27,412 of additional FHLBB stock. In addition, the Company had in place $200,000 in unsecured 
Federal funds lines of credit with correspondent banks, of which $200,000 was unused and available 
for use, and a credit facility of $367,000 with the Federal Reserve Bank of Boston using commercial 
loans and municipal bonds as collateral, of which $367,000 was unused and available for use.  

12. Financial Instruments with Off-Balance-Sheet Risk  

In the normal course of business, the Company is party to financial instruments with off-balance-
sheet risk to meet the financing needs of its customers and to reduce its own exposure to fluctuations 
in interest rates.  These financial instruments include commitments to originate and sell loans, 
commercial and standby letters of credit, interest rate cap contracts, and swap agreements entered 
into for the benefit of commercial customers.  The instruments involve, to varying degrees, elements 
of credit and interest rate risk in excess of the amounts recognized in the consolidated balance sheets.  
The contractual or notional amounts of those instruments reflect the extent of involvement the 
Company has in particular classes of financial instruments. 

The Company's exposure to credit loss in the event of nonperformance by the other party to the above 
financial instruments is represented by the contractual amounts of the instruments.  The Company 
uses the same credit policies in making commitments and conditional obligations as it does for on-
balance-sheet instruments. 
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Approximate contractual or notional amounts of financial instruments with off-balance-sheet risk as 
of March 31 are as follows: 

2022 2021

Commitments to originate loans 259,769$     306,376$     
Unused lines of credit

Commercial 480,522 495,783
Home equity 485,117 388,667
Consumer/Standby 23,209 23,713
Overdraft protection 38,952 39,251

Commercial letters of credit 2,422 2,344
Financial standby letters of credit 3,399 3,529
FHLBB letters of credit 321,285 256,885
Performance standby letters of credit 4,891 4,436
Gross notional amounts of swap contracts 455,062 533,050
Business credit card recourse agreements 270 280
Derivative mortgage interest rate lock commitments 32,644 108,238
Derivative mortgage loan sale commitments 45,845 186,526

 

Commitments to extend credit are agreements to lend to a customer as long as there is no violation 
of any condition established in the contract.  Commitments generally have fixed expiration dates or 
other termination clauses and may require payment of a fee.  Since many of the commitments are 
expected to expire without being drawn upon, the total commitment amounts do not necessarily 
represent future cash requirements.  The Company evaluates each customer's creditworthiness on a 
case-by-case basis.  The amount of collateral obtained, if deemed necessary by the Company upon 
the credit extension, is based on management's credit evaluation of the counterparty.  Collateral held 
varies but may include residential and commercial real estate and, to a lesser degree, personal 
property, business inventory, and accounts receivable. 

Commercial letters of credit are commitments to make payment on behalf of a customer.  Financial 
standby letters of credit are conditional commitments issued by the Company to guarantee the 
performance of a customer to a third party.  FHLBB letters of credit are guarantees issued by FHLBB 
to qualified public entities in lieu of deposit insurance for balances in excess of $250.  The credit risk 
involved in issuing letters of credit is essentially the same as that involved in extending loan facilities 
to customers. 

Interest rate lock commitments are agreements to extend credit to borrowers at a specified rate for 
generally a 30-day or 60-day period for the origination and/or purchase of loans. Unfunded loans 
for which commitments have been entered into are called “pipeline loans.” Some of these rate lock 
commitments will ultimately expire without being completed. To the extent that a loan is ultimately 
granted and the borrower ultimately accepts the terms of the loan, these rate lock commitments 
expose the Company to variability in their fair value due to changes in interest rates. If interest rates 
increase, the value of these rate lock commitments decreases. Conversely, if interest rates decrease, 
the value of these rate lock commitments increases.  
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13. Employee Benefits 

Defined Contribution Pension Plan 
The Company has a defined contribution pension plan which covers substantially all employees.  The 
total expense associated with this plan for the years ended March 31, 2022 and 2021, was $6,141 and 
$6,129, respectively. 

Incentive Compensation Plan 
The Company has an incentive compensation plan that covers substantially all employees.  Bonuses 
are awarded to employees based on pre-established financial performance goals.  The expense 
associated with this plan for the years ended March 31, 2022 and 2021, was $10,401 and $12,652, 
respectively. 

Supplemental Retirement Plan  
In 2003, the Company established an unfunded, nonqualified supplemental retirement plan for 
certain key officers.  The plan was primarily designed to offset the impact of contribution thresholds 
in the Company's defined contribution pension plan that statutorily limit the benefits for highly paid 
employees under qualified pension plans.  The plan will generally provide the participants a benefit 
payable upon retirement, disability, or death, disbursed over either a 20-year period or life-certain, 
as selected by the participant.  The expense associated with this plan for the years ended March 31, 
2022 and 2021, was $1,650 and $1,566, respectively. 

Postretirement Benefits 
The Company sponsors a defined benefit postretirement plan that provides limited postretirement 
medical and life insurance benefits to certain full-time employees who retire after the age of 55 and 
have 10 years of service or age 60 with 5 years of service.  The plan is noncontributory.  The 
Company’s policy is to fund the cost of postretirement benefits in amounts determined at the 
discretion of management. 

The estimated funded status of the plan for years ended March 31 is as follows: 

2022 2021

Reconciliation of Benefit Obligation
Obligation at April 1, 868$            820$            
Service cost 35 32
Interest cost 22 23
Benefit payments (69) (63)
Actuarial loss 35 56

Obligation and funded status at March 31, 891$            868$            

Net Periodic Postretirement Benefit Cost
Service cost 35$             32$             
Interest cost 22 23
Amortization of prior service credit (20) (20)

Net periodic postretirement benefit cost 37$             35$             
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Assumptions used in determining the actuarial present value of the benefit obligation and net periodic 
postretirement benefit cost were as follows: 

2022 2021

Discount Rate

For measuring benefit obligation 3.13% 2.68%
For measuring net periodic postretirement benefit cost 2.68% 2.88%

 

For measurement purposes, a 5.00% annual rate of increase in the per capita cost of covered health 
care benefits was assumed for 2022, and was assumed to remain at that level thereafter.  Other 
information regarding the plan is as follows: 
 

2022 2021

Employer contribution 69$            63$            
Benefits paid 69 63

 

Expected benefit payments for the ten years following March 31, 2022, are as follows: 

2023 117$       
2024 52
2025 64
2026 77
2027 58
2028-2032 255

 
 
Management expects the Company’s contribution to the plan in 2023 will approximate $117. 
 

Amounts not yet reflected in net periodic benefit cost and included in accumulated other 
comprehensive income (loss) at March 31 are as follows: 

2022 2021

Net unrecognized actuarial loss (43)$           (8)$             
Unamortized prior service credit 115 136

72$            128$          
 

The following amount was recognized in other comprehensive income (loss) in 2022 and 2021: 

2022 2021

Net actuarial loss 35$            56$            
Amortization of prior service credit 20 20

55$            76$            
 

 
The reclassification of amortization of the net actuarial loss and of prior service credit included in 
net periodic benefit credit is reflected in the consolidated statements of income in compensation and 
benefits expense. 
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14. Income Taxes 

A summary of income taxes applicable to income before income tax expense for the years ended 
March 31 follows: 

Federal State Total Federal State Total

Current expense 9,456$              1,193$              10,649$            12,885$            1,291$              14,176$            

Deferred expense (benefit) 2,019 - 2,019 (4,564) - (4,564)

11,475$            1,193$              12,668$            8,321$              1,291$              9,612$              

2022 2021

 
 
The effective federal income tax rate differed from the statutory rate as follows:  

2022 2021

Statutory rate 21.0           % 21.0           %
Differences resulting from

Net earnings on bank owned life insurance contracts (1.0)            (1.2)
Municipal income (0.5) (0.8)
Tax credits, net of amortization (1.0)            (1.9)
State income taxes, net of federal tax benefit 1.5 2.1
Merger expenses 0.0 0.2
Qualified transportation fringe benefits 0.1 0.1
Other 0.2 (0.1)

Effective rate 20.3           % 19.4           %
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A summary of the tax effects of temporary differences that give rise to significant portions of deferred 
tax assets and deferred tax liabilities as of March 31 follows: 

2022 2021

Deferred tax assets
Allowance for loan losses 10,451$       10,164$       
Accrued benefit and compensation costs 3,228 3,125
Deferred compensation 3,101 2,799
Accrued expenses 1,320 1,384
Unrealized losses on investment securities available for sale 31,804 -
Unrealized losses on equity securities 219 74
Other - 102
Tax credits 90 304
Fair value adjustments from acquisition 429 894
Paycheck Protection Program service fees 264 2,537

Gross deferred tax assets 50,906        21,383        

Deferred tax liabilities
Premises and equipment (8,791)        (9,155)        
Unrealized gains on investment securities available for sale - (323)           
Loan origination costs (2,915)        (2,741)        
Intangibles/goodwill (4,555)        (4,628)        
Loan servicing rights (1,260)        (1,169)        
Other (263)           -

Gross deferred tax liabilities (17,784)       (18,016)       

Net deferred tax asset 33,122$       3,367$         
 

The allocation of deferred tax expense involving items allocated to current year income and items 
allocated directly to capital (related solely to other comprehensive income) for the years ended 
March 31 follows: 

2022 2021

Deferred tax benefit allocated to capital (31,772)$      (7,642)$        
Deferred tax cost (benefit) allocated to operations 2,019 (4,564)

Total deferred tax benefit (29,753)$      (12,206)$      
 

The Company will only recognize a deferred tax asset when, based upon available evidence, 
realization is more likely than not.   

For the years prior to 1996, the Bank used the percentage of income bad debt deduction to calculate 
its bad debt expense for tax purposes as was permitted by the Internal Revenue Code.  The cumulative 
effect of this deduction of approximately $13,773 is subject to recapture, if used for purposes other 
than to absorb loan losses.  Deferred taxes of $2,892 have not been provided on this amount because 
the Company does not intend to use the tax reserve other than to absorb loan losses. 
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15. Regulatory Capital Requirements 

The Company is subject to various regulatory capital requirements administered by federal banking 
agencies.  Failure to meet minimum capital requirements can initiate certain mandatory and possibly 
additional discretionary actions by regulators that, if undertaken, could have a direct material effect 
on the Company's consolidated financial statements.  Under capital adequacy guidelines and the 
regulatory framework for prompt corrective action, the Company must meet specific capital 
guidelines that involve quantitative measures of the Company's assets, liabilities, and certain off-
balance sheet items as calculated under regulatory accounting practices.  The Company's capital 
amounts and classification are also subject to qualitative judgments by the regulators about 
components, risk weightings, and other factors. 

Under the Basel III regulatory capital framework, the quantitative measures established to ensure 
capital adequacy require the Company to maintain minimum amounts and ratios of total, Tier 1 
capital, and common equity Tier 1 (as defined) to risk-weighted assets (as defined), and of Tier 1 
capital to average assets, or leverage ratio (as defined).  These guidelines apply to the Company on 
a consolidated basis.  In addition to these requirements, the banking organization must maintain a 
2.5% capital conservation buffer consisting of common tier 1 equity. As of March 31, 2022, the 
Company had a capital conservation buffer of 5.2%, which was in excess of the regulatory 
requirement of 2.5%.  As of March 31, 2022, management believes that the Company meets all 
capital adequacy requirements to which it is subject. 

As of March 31, 2022, the most recent notification from the FDIC categorized the Company as well 
capitalized under the regulatory framework for prompt corrective action.  To be categorized as well 
capitalized, the Company must maintain minimum total risk-based, Tier 1 risk-based, common 
equity Tier 1 risk-based, and Tier 1 leverage ratios as set forth in the table.  There are no conditions 
or events since that notification that management believes would cause a change in the Company's 
categorization. 
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The Company's actual capital amounts and ratios are presented in the following table: 

Amount Ratio Amount Ratio Amount Ratio

As of March 31, 2022

Total capital (to risk-weighted 551,896$    13.20% 438,987$     10.50 % 418,083$    10.00 %

assets)

Tier 1 capital (to risk-weighted 502,067 12.01          355,370 8.50 334,466 8.00

 assets)

Common equity tier 1 (to 502,067 12.01          292,658 7.00 271,754 6.50

risk-weighted assets)

Tier 1 leverage capital (to 502,067 7.28            275,771 4.00 344,713 5.00

 average assets)

As of March 31, 2021

Total capital (to risk-weighted 498,929$    13.30% 393,799$     10.50 % 375,047$    10.00 %

assets)

Tier 1 capital (to risk-weighted 452,061 12.05          318,790 8.50 300,037 8.00

 assets)

Common equity tier 1 (to 452,061 12.05          262,533 7.00 243,780 6.50

risk-weighted assets)

Tier 1 leverage capital (to 452,061 7.53            240,070 4.00 300,088 5.00

 average assets)

Under Basel III Corrective Action Provisions

Capitalized Under Prompt

To be Well

Actual

For Capital Adequacy

 

The Bank’s regulatory capital requirements approximate those of the Company. 
 
The Bank, through WM-NH, is subject to capital guidelines as required by the New Hampshire State 
Banking and Trust department. Under established capital adequacy guidelines and per the WM-NH 
capital policy, the Bank must maintain $750 segregated for regulatory purposes in two accounts: one 
with $500 and another with $250. The $500 is considered required capital under RSA 383-C:5-502. 
The $250 is considered a liquidation pledge under RSA 383-C:5-503. For the years ended March 31, 
2022 and 2021, the Bank maintained the two segregated accounts in the amounts of $500 and $250 
in accordance with regulatory guidelines. As of March 31, 2022 and 2021, the Bank, through WM-
NH, held capital in the amount of approximately $2,100 and $2,750, respectively, of which the two 
segregated balances were a component. 
 

16. Fair Value 

Fair value is the exchange price that would be received for an asset or paid to transfer a liability in 
the principal or most advantageous market for the asset or liability.  Fair value is best determined 
using quoted market prices.  However, in many instances, quoted market prices are not available.  In 
such instances, fair values are determined using various valuation techniques.  Various assumptions 
and observable inputs must be relied upon in applying these techniques.  GAAP establishes a 
hierarchy for inputs used in measuring fair value that maximizes the use of observable inputs and 
minimizes the use of unobservable inputs when measuring fair value. Observable inputs are inputs 
that market participants would use in pricing the asset or liability developed based on market data 
obtained from sources independent of the Company. Unobservable inputs are inputs that reflect the 
Company’s assumptions that the market participants would use in pricing the asset or liability based 
on the best information available in the circumstances.  
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The fair value hierarchy is broken down into three levels based on the reliability of inputs as follows:  

Level 1 — Valuation is based on quoted prices in active markets for identical assets and liabilities.  

Level 2 — Valuation is determined from quoted prices for similar assets or liabilities in active 
markets, quoted prices for identical or similar instruments in markets that are not active or by model-
based techniques in which all significant inputs are observable in the market. 

Level 3 — Valuation is derived from model-based and other techniques in which at least one 
significant input is unobservable and which may be based on the Company’s own estimates about 
the assumptions that market participants would use to value the asset or liability.  

The following describes the methods and assumptions used by the Company in estimating its fair 
value measurements: 

Investment Securities 
Fair values of investment securities are based on quoted bid market prices, where available.  Where 
quoted market prices for an instrument are not available, fair values are based on quoted market 
prices of similar instruments, adjusted for differences between the quoted instruments and the 
instruments being valued.  As such, the Company classifies investment securities as Level 2, except 
for equity securities and certain U. S. government obligations which are classified as Level 1. 

Loans 
Fair values of impaired loans, if collateral dependent, are discounted to the appraised value of the 
collateral, less costs to sell.  As such, the Company classifies impaired loans as Level 2. 

Loans Held For Sale 
The fair value of loans held for sale is determined on an individual loan basis using quoted secondary 
market prices and is classified as Level 2. 

Loan Servicing Rights 
The fair values of loan servicing rights are estimated using discounted cash flows based on a current 
market interest rate.  As such, the Company classifies loan servicing rights as Level 2. 

Derivative Financial Instruments 
The fair values of interest rate swaps are based on observable market prices for similar instruments 
or observable market interest rates. Fair values for on-balance sheet commitments to originate loans 
held for sale are based on quoted market prices for similar instruments in the secondary markets. As 
such, the Company classifies these instruments as Level 2. 
 
OREO 
Fair values of OREO are estimated using the market method, based on appraised value of the 
collateral, less cost to sell. As such, the Company classifies OREO as Level 2. 
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The following table summarizes financial assets and financial liabilities measured at fair value on a 
recurring basis as of March 31, 2022: 

Level 1 Level 2 Level 3 Total

Assets
Securities available for sale

U.S. government and GSE obligations -$               222,157$     -                222,157$        
Other bonds and obligations -                 175,860       -                175,860          
Mortgage-backed securities -                 1,972,457    -                1,972,457       

Equity securities 12,130        -                  -                12,130           
Mortgage loans held for sale -                 16,499         -                16,499           
Interest rate lock commitments -                 449             -                449                
Forward sale commitments -                 703             -                703                
Interest rate swaps -                 11,123         -                11,123           

Liabilities
Forward sale commitments -                 22               -                22                  
Interest rate swaps -                 10,847         -                10,847            

The following table summarizes financial assets and financial liabilities measured at fair value on a 
recurring basis as of March 31, 2021: 

Level 1 Level 2 Level 3 Total

Assets
Securities available for sale

U.S. government and GSE obligations -$               130,558$     -$               130,558$        
Other bonds and obligations -                 116,387       -                116,387          
Mortgage-backed securities -                 1,484,580    -                1,484,580       

Equity securities 11,287        -                  -                11,287           
Mortgage loans held for sale -                 79,028         -                79,028           
Interest rate lock commitments -                 2,665           -                2,665             
Forward sale commitments -                 2,933           -                2,933             
Interest rate swaps -                 8,969           -                8,969             

Liabilities
Forward sale commitments -                 92               -                92                  
Interest rate swaps -                 10,429         -                10,429            

The following table summarizes financial assets measured at fair value on a non-recurring basis as 
of March 31, 2022: 

Level 1 Level 2 Level 3 Total

Assets
Loan servicing rights -$               6,002$         -$               6,002$           
Impaired loans -                 1,251           -                1,251             
Other real estate owned -                 4,722           -                4,722              
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The following table summarizes financial assets measured at fair value on a non-recurring basis as 
of March 31, 2021: 

Level 1 Level 2 Level 3 Total

Assets
Loan servicing rights -$               5,565$         -$               5,565$           
Impaired loans -                 5,883           -                5,883             
Other real estate owned -                 122             -                122                

 

17. Interest Rate Swaps 

The Company enters into interest rate swap agreements executed with commercial banking 
customers to facilitate customer risk management strategies.  In addition to the swap agreement with 
the borrower, the Company enters into a second “back-to-back” swap agreement with a third party; 
the general terms of this swap mirror those of the first swap agreement.  In entering into this 
transaction, the Company has offset its interest rate risk exposure to the swap agreement with the 
borrower.  All interest rate swaps are valued at observable market prices for similar instruments or 
observable market interest rates.   

The following table presents summary information regarding the value of interest rate swaps, which 
are included in other assets (liabilities) as of March 31: 

2022 2022 2021 2021
Asset Liability Asset Liability

Swaps fixed/pay floating 1,106$         9,741$         5,200$     3,769$     
Swaps floating/pay fixed 9,741 1,106 3,769 5,200

10,847$       10,847$       8,969$     8,969$      

The outstanding notional amounts of interest rate swaps entered into on behalf of customers at March 
31 were as follows:  

2022 2021

Swaps fixed/pay floating 192,531$     186,525$     
Swaps floating/pay fixed 192,531 186,525

 

The Company also uses receive variable/pay fixed interest rate swaps to hedge variable rate liabilities 
in an effort to strategically manage interest rate sensitivity.  The Company entered into interest rate 
swap agreements with other parties to exchange net payment streams on specified notional principal 
amounts, whereby the Company receives the floating variable rate and pays the fixed rate.  At March 
31, 2022 and 2021, the Company had notional amounts totaling $70,000 and $160,000, respectively, 
in such interest rate swap agreements.  As each instrument qualifies as a highly effective cash flow 
hedge, the change in fair value of the interest rate swaps was recorded in other comprehensive income 
(loss), net of tax.  
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The terms of the interest rate swap agreements at March 31, 2022, were as follows: 

Notional Amount Variable Rate Maturity Date Fair Value

25,000$                0.13           % 0.05              %   4/8/2022 1$             
25,000                  0.10           0.05              4/16/2022 2               
10,000                  1.89           0.88              6/14/2024 136           
10,000                  1.89           0.88              6/14/2024 136           

Fixed Rate

 
 
The terms of the interest rate swap agreements at March 31, 2021, were as follows:  

Notional Amount Variable Rate Maturity Date Fair Value

15,000$                1.04           % 0.19              % 6/24/2021 (29)$          
25,000                  1.86           0.21              7/26/2021 (132)          
25,000                  1.82           0.21              1/26/2022 (333)          
25,000                  0.13           0.05                4/8/2022 (13)            
25,000                  0.10           0.05              4/16/2022 (5)              
25,000                  0.45           0.24              3/31/2023 (82)            
10,000                  1.89           0.18              6/14/2024 (433)          

10,000                  1.89           0.18              6/14/2024 (433)          

Fixed Rate

 




