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Selected Fmancial HigtiUghfs 

For the Years Ended December 31, 2008 2007 2006 2005 2004 

Net Income 5,725 $ 

(In thousands, except per share data) 

4,516 $ 5,040 $ 5,524 5,098 

P e r S h a r e D a t a : 

Basic Earnings '^ '-̂> 

Diluted Earnings (2) 

Dividends Paid (2) 

Dividend Payout Ratio 

Return on Average Assets 

Return on Average Equity 

As OfDecemberSl, 

Total Assets 

Total Deposits 

Total Securities (3) 

Loans, Net 

Federal Home Loan Bank Advances 

Stockholders' Equity 

Book Value per Share 

Average Common Equity 
to Average Assets 

Shares Outs tanding 

Number of Branch Locations 

1.00 

0.99 

0.52 

52.00 

0.69 

7.84 

2008 

$ 843,198 

653,353 

86,935 

636,720 

66,317 

74,677 

$ 12.99 

8.76 

5,747,772 

28 

% 

% 

$ 

$ 

% 

0.93 

0.92 

0.52 

55.91 

0.61 % 

7.98 % 

2007 

1.20 

1.17 

0.52 

43.33 

0.75 % 

11.04 % 

2006 

1.31 

1.29 

0.50 

38.17 

0.89 % 

13.10 % 

2005 

(In thousands, except per share data) 

834,210 

652,952 

94,343 

626,274 

63,387 

72,667 

12.69 

7.84 % 

5,726,772 

29 

$ 

$ 

672,031 

465,506 

99,063 

492,712 

120,000 

48,409 

11.58 

6.91 % 

4,180,080 

18 

$ 

$ 

650,179 $ 

464,637 

119,303 

463,151 

100,000 

46,727 

11.07 $ 

6.80 % 

4,219,980 

17 

1.23 

1.20 

0.45 

36.59 

0.87 % 

12.17 % 

2004 

595,514 

433,072 

123,421 

413,808 

75,000 

43,835 

10.52 

7.15% 

4,167,180 

15 

(1) See Note I to Consolidated Financial Statements regarding eamings per share. 
(2) Data presented for years prior to 2004 has been restated for the effect ofa nvo-for-one stock .split, in theform ofa 100% stock dividend, in 

February 2005. 
(3) Includes available-for-sale securities .shown affair value, held-to-maturity securities at cost and Federal Home Loan Bank stock at cost. 



Letter to Stockholders 

Dear Stockholder: COMPANY EARNINGS 

...continued emphasis 
on our core 
competencies -
gathering deposits and 
making loans -
remains central to 
what we do... 

New Hampshire Thrift Bancshares, 
through its wholly owned subsidiary Lake 
Sunapee Bank, continued to make steady 
progress strengthening our market position 
throughout the geographically diverse 
communities we now support. The 
dramatic unwinding of the economy and the 
intense focus that was brought to bear on 
the financial services industry weighed 
heavily upon us during this past year. 
However, the acquisition activity completed 
in 2007 and fully integrated in 2008 has 
enabled us to broaden our base of customer 
relationships and further soften the 
financial impact of a protracted 
deterioration in any one market-specific 
region. 

Community banks, on the whole, 
have tended to fair much better during 
these challenging times. Local ties to the 
areas we serve weave something of a 
patchwork quilt of inter-connected banking 
relationships that better enable us to 
weather periods of economic uncertainty. 
The message should be that the true 
backbone of the banking industry can be 
found in the villages...and the towns...and 
the cities where a local bank is serving the 
needs of a local community. 

Over the past year the Company 
has sought to concentrate its efforts in the 
areas of improving overall efficiencies 
through internal systems and technology, 
managing the core deposit and general 
funding capabilities, and identifying the 
potential growth for streams of non-interest 
income. Credit quality remains high within 
our portfolio of loans, despite generally 
weakened trends over prior periods, and the 
areas in which we operate have, so far, 
experienced significantly less erosion than 
elsewhere. 

Continued emphasis on our core 
competencies - gathering deposits and 
making loans - remains central to what we 
do day-after-day and year-after-year to 
build the value of our banking franchise. 

Earnings for 2008 increased by 
nearly 27.00% over the previous year, with 
consolidated net income for the year ended 
December 31, 2008 of $5,725,072, or $0.99 
per share ofcommon stock (fully diluted). 
This compares to net income of $4,515,682, 
or $0.92 per share ofcommon stock (fully 
diluted) reported for 2007. The Company 
saw a significant increase in net interest 
and dividend income, while also realizing 
an increase in non-interest income, 
including gains on the sales of investment 
securities. Certain non-cash impairment 
charges for a holding of Fannie Mae 
Preferred Stock and for an adjustment to 
the carrying value of our mortgage 
servicing rights were recognized which 
somewhat offset income during the year. 

While we are certainly pleased with 
the 2008 results, periodic additions to the 
allowance for loan loss reserves, margin 
compression from the narrowing of interest 
rate spreads, and the across-the-board 
increases in insurance premiums from the 
Federal Deposit Insurance Corporation all 
combine to put more and more pressure on 
the operating results of community banks 
during this time of broadening economic 
weakness. For a more in-depth review, the 
complete financial details for the year 
ending December 31, 2008 can be found in 
the Management's Discussion and Analysis 
section immediately following this letter. 

STOCKHOLDER VALUE 

The rapid breakdown of the 
financial markets over the last several 
months and the general malaise that now 
shrouds the banking industry as a whole 
has tended to cloud the longer-term 
strategic outlook for building sustainable 
stockholder value over time. The daily ups 
and downs of a company's stock price has 
temporarily overshadowed net core 
operating results as one of the prime 
measurements for the worth of a company. 
Yet, for community banking franchises such 
as ours, true stockholder value must be 
raeasured by a combination of its financial 
success, the fundamental contributions it 
makes to the various communities and 



Letter to Stocktiolders (continued) 

customers it serves, its commitment to its 
employees and its choice of priorities in how 
it goes about conducting its business. It is 
in this way that profitability and 
responsibility blend cooperatively together 
to motivate employees, build trust among 
all parties and, as a result, maximize 
stockholder value by creating a much more 
healthy organizational structure for future 
growth and prosperity. 

Acknowledging the strain on 
financial companies over the last year, for 
2008 the Company's stock price closed the 
year at $7.71 per share, down from $11.75 
per share at the start of the year, with daily 
closing prices having ranged from a high of 
$13.40 per share in February to a low of 
$6.25 per share in December. Stockholders' 
equity of $74,677,092 at year end resulted 
in a book value of $12.99 per share at 
December 31, 2008 based on 5,747,772 
shares of common stock outstanding. This 
represents an increase in book value of 
$0.30 per share over the year ended 
December 31, 2007. During this past year, 
the Company continued to pay a dividend of 
$0.52 per share on its common stock. 

BALANCE SHEET HIGHLIGHTS 

Total assets of the Company stood 
at $843,198,414 at year-end December 31, 
2008 as compared to $834,209,842 at year-
end December 31, 2007, a modest increase 
that does not adequately convey the volume 
of activity nor the strategic shifts that took 
place during the year. Loans held in 
portfolio rose from $626,274,462 to 
$636,720,290 at December 31, 2008. Total 
deposits remained flat at $653,353,325 and 
advances from the Federal Home Loan 
Bank of Boston rose from $63,386,874 to 
$66,317,485 at year- end 2008. 

The Company had its highest level 
of loan activity in many years, closing just 
over 700 mortgage loans, including 
refinances, totaling $163,500,000 and more 
than 1,500 consumer and commercial loans 
totaling $77,600,000. Not since 2005 have 
we experienced such a high level of gross 
loan production. Declining interest rates 
over the course of the year clearly 
outweighed a growing lack of confidence in 
our economy and contributed significantly 

to a renewed interest on the part of 
consumers to take advantage of a return to 
near-record low rates. We continue to 
originate longer-term fixed rate mortgage 
loans for the secondary market and, at close 
of the year, held servicing for more than 
2,700 loans with total outstanding balances 
slightly in excess of $300,000,000. In 
addition, the Company partnered with 
several other local financial institutions to 
provide more than $65,000,000 in funding 
for student loans that would not have been 
otherwise available due to the collapse of 
the credit markets in early 2008. Our share 
of the funding is estimated to have helped 
over 1,000 New Hampshire students attend 
college. 

Asset quality remains high and the 
areas served by the Company have not yet 
experienced the same levels of economic 
decline as has been witnessed in other parts 
of the country. This is not to say, however, 
that we are in any way immune from being 
impacted by the severe deterioration that 
has taken place in the larger markets 
beyond our local grasp. In recognition and 
anticipation of weaknesses now evidencing 
themselves, we increased our provision for 
loan losses by more than $1,000,000 in 2008 
and will continue to work to ensure that 
adequate reserves exist to address loan 
issues that may arise going forward. 

In November of 2008, the Company 
submitted an application to participate in 
the Treasury Department's Capital 
Purchase Program. Your Board of Directors 
felt that further bolstering our already well-
capitalized position by participating in this 
program and adding $10,000,000 in new 
capital would be a prudent step to take in 
light of the possibility of a lengthy and 
protracted recession. We were approved in 
early December and closed on the 
transaction is mid-January, resulting in an 
immediate increase in Tier 1 capital from 
just over 8.00% at year end to currently 
more than 9.00%. This temporary cushion, 
which can now be re-paid at any time with 
the prior regulatory approval, will likely 
provide us with sufficient resources to meet 
any short-term needs of the Company, but 
allow us to grow well beyond our current 
asset size as consumer confidence returns 
and our economy begins to rebound. 

...asset quality 
remains high and the 
areas served by the 
Company have not yet 
experienced the same 
levels of economic 
decline as has been 
witnessed in other 
parts ofthe country... 



Letter to Stocktiolders (continued) 

... our banking 
franchise is firmly 
based in the 
relationships and 
services that have been 
developed around 
personal banking, 
business banking and 
municipal banking... 

ON BANKS AND BANKING 

It remains quite clear, 
notwithstanding the current dark cloud 
that overshadows the banking industry, 
that community banks - now more than 
ever - represent the strongest link for the 
delivery of financial services within our 
local markets. Community banks stay 
resolutely focused on the sound operating 
principals that have sustained us over the 
course of many years. For us, with a 
company that was first established in 1868, 
we continue to be guided by a strong set of 
beliefs in how business should be 
conducted, while at the same time 
embracing change in an effort to enhance 
our franchise value. 

Community banking is not so much 
based in the price of individual products as 
it is in the quality its people and depth of 
customer relationships. To this end, we 
have developed a wide variety of ongoing 
efforts to nurture and motivate all of our 
employees by encouraging personal growth, 
recognizing initiative and supporting a 
work environment that provides them with 
avenues to move beyond what they had 
thought they could achieve. Our goal, then, 
is not just to provide products and services, 
but also to provide solutions for our 
customers. Whether a customer is saving 
or borrowing, commumty banks are here to 
assist each of them in reaching their goals 
and attaining their dreams. 

The three-legged stool that 
supports our banking franchise is firmly 
based in the relationships and services that 
have been developed around personal 
banking, business banking and municipal 
banking. It is in maintaining this focus 
that provides us the opportunity to develop 
broader streams of income, while at the 
same time strengthening our ties to the 
customers and communities we serve. We 
test ourselves regularly through the use of 
an outside resource partner in an effort that 
strives to better under stand... from the 
perspective of a customer ...what it is like 
to enter our bank and do business with us... 
and, ultimately, why our customers choose 
us over the competition. 

Ultimately, the goal for every 
relationship is to become the primary bank 
for each of our customers, providing them 
with access to all of the products and 
services they should expect and, perhaps, 
some they might not expect to get from 
their neighborhood bank. 

IN CLOSING 

With daily news reports filled with 
words of economic distress, misdeeds by 
major financial service companies and 
cautionary tales of troubling unemployment 
figures, it is both challenging and difficult 
to easily envision a pathway leading us out 
of this far-reaching crisis of confidence. It 
is reassuring to know that our Company is 
well positioned to meet the challenging 
times ahead as we work through this period 
of economic uncertainty by adjusting our 
short-term goals in a way that continues to 
remain consistent with our longer-term 
objectives. 

Our strength lies in an unwavering 
adherence to sound, prudent banking 
principles which will continue to guide us 
during this period of financial fragility. 
While the core business of banking will not 
change dramatically in the coming years, 
the financial tensions we all face in the 
near-term are undeniable...but we are fully 
prepared to meet these challenges. 

I would like to take this 
opportunity to express our appreciation for 
the continuing support shown to us by our 
employees, our customers and our 
stockholders. 

^ 1 ^ ^ ' I I « 

Stephen W. Ensign ^ 
Chairman ofthe Board, 
President and ChiefExecutive Officer 



Management's Discussion and Analysis 

of Financial Condifion and Results of Operations 

Gerieral 

New Hampshire Thrift Bancshares, Inc.'s (the 
"Company" or "NHTB") profitability is derived from its 
subsidiary, Lake Sunapee Bank, fsb (the "Bank"). The 
Bank's earnings are primarily generated from the 
difference between the yield on its loans and 
investments and the cost of its deposit accounts and 
borrowings. Loan origination fees, retail-banking 
service fees, and gains on security and loan transactions 
supplement these core earnings. 

Overview 

• Total assets stood at $843,198,414 at December 
31, 2008, an increase of $8,988,572, or 1.08%, 
from $834,209,842 at December 31, 2007. 

• Net loans increased $10,445,828, or 1.67%, to 
$636,720,290 at December 31, 2008 from 
$626,274,462 at December 31, 2007. 

• In 2008, the Bank originated $241,431,731 in 
loans, compared to $200,787,883 in 2007. 

» The Bank's loan servicing portfolio increased to 
$311,228,362 at December 31, 2008 from 
$305,838,179 at December 31, 2007, an increase 
of$5,390,183, or 1.76%. 

» The Company earned $5,725,072, or $0.99 per 
common share, assuming dilution, for the year 
ended December 31, 2008, compared to 
$4,515,682, or $0.92 per common share, 
assuming dilution, for the year ended December 
31, 2007. 

• Net interest and dividend income for the year 
ended December 31, 2008, increased $5,659,267 
or 27.93%, to $25,921,729. 

• The Bank's interest rate spread increased to 
3.37% as ofDecember 31, 2008 from 2.91% at 
December 31, 2007. 

Forward-looking Statements 

Statements included in this discussion and in 
future filings by the Company with the Securities and 
Exchange Commission, in the Company's press releases, 
and in oral statements made with the approval of an 
authorized executive officer, which are not historical or 
current facts, are "forward-looking statements" made 
pursuant to the safe harbor provisions of the Private 
Securities Litigation Reform Act of 1995, and are 
subject to certain risks and uncertainties that could 
cause actual results to differ materially from historical 
earnings and those presently anticipated or projected. 
The Company wishes to caution readers not to place 

undue reliance on such forward-looking statements, 
which speak only as ofthe date made. The following 
important factors, among others, in some cases have 
affected and in the future could affect the Company's 
actual results, and could cause the Company's actual 
financial performance to differ materially from that 
expressed in any forward-looking statement: (1) the 
Company's loan portfolio includes loans with a higher 
risk of loss; (2) if the Company's allowance for loan 
losses is not sufficient to cover actual loan losses, 
earnings could decrease; (3) changes in interest rates 
could adversely affect the company's results of 
operations and financial condition; the local economy 
may affect future growth possibilities; (4) the Company 
depends on its executive officers and key personnel to 
continue the implementation of its long-term business 
strategy and could be harmed by the loss of their 
services; (5) the Company operates in a highly regulated 
environment, and changes in laws and regulations to 
which it is subject may adversely affect its results of 
operations; and (6) competition in the Bank's primary 
market area may reduce its ability to attract and retain 
deposits and originate loans. The foregoing list should 
not be construed as exhaustive, and the Company 
disclaims any obligation to subsequently revise any 
forward-looking statements to reflect events or 
circumstances after the date of such statements, or to 
reflect the occurrence of anticipated or unanticipated 
events or circumstances. 

Critical Accounting Policies 

The Company considers the following 
accounting policies to be most critical in their potential 
effect on its financial position or results of operations: 

Allowance for Loan Losses 

The allowance for loan losses is established 
through a charge to the provision for loan losses. 
Provisions are made to reserve for estimated losses in 
outstanding loan balances. The allowance i'or loan losses 
is a significant estimate and is regularly reviewed by 
the Company for adequacy by assessing such factors as 
changes in the mix and volume of the loan portfolio; 
trends in portfolio credit quality, including delinquency 
and charge-off rates; and current economic conditions 
that may affect a borrower's ability to repay. The 
Company's methodology with respect to the assessment 
of the adequacy of the allowance for loan losses is more 
fully discussed on pages 13-17 of Management's 
Discussion and Analysis of Financial Conditions and 
Results of Operations. 

/ncome Taxes 

The Company must estimate income tax 
expense for each period for which a statement of 



Management's Discussion and Analysis (continued) 

operations is presented. This involves estimating the 
Company's actual current tax exposure as well as 
assessing temporary differences resulting from differing 
treatment of items, such as timing of the deduction of 
expenses, for tax and accounting purposes. These 
differences result in deferred tax assets and liabilities, 
which are included in the Company's consolidated 
balance sheets. The Company must also assess the 
likelihood that any deferred tax assets will be recovered 
from future taxable income and to the extent that 
recovery is not likely, a valuation allowance must be 
established. Significant management judgment is 
required in determining income tax expense, and 
deferred tax assets and liabilities. As ofDecember 31, 
2008, there were no valuation allowances set aside 
against any deferred tax assets. 

Interest /ncome Recognifion 

Interest on loans is included in income as 
earned based upon interest rates applied to unpaid 
principal. Interest is not accrued on loans 90 days or 
more past due. Interest is not accrued on other loans 
when management believes collection is doubtful. All 
loans considered impaired are nonaccruing. Interest on 
nonaccruing loans is recognized as payments are 
received when the ultimate collectibility of interest is no 
longer considered doubtful. When a loan is placed on 
nonaccrual status, all interest previously accrued is 
reversed against current-period interest income. 

Capital Securities 

On March 30, 2004, NHTB Capital Trust II 
("Trust II"), a Connecticut statutory trust formed by the 
Company, completed the sale of $10.0 million of 
Floating Capital Securities, adjustable every three 
months at LIBOR plus 2.79% ("Capital Securities II"). 
Trust II also issued common securities to the Company 
and used the net proceeds from the offering to purchase 
a like amount of Junior Subordinated Deferrable 
Interest Debentures ("Debentures II") of the Company. 
Debentures II are the sole assets of Trust II. Total 
expenses associated with the offering of $160,402 are 
included in other assets and are being amortized on a 
straight-line basis over the life of Debentures II. 

Capital Securities II accrue and pay 
distributions quarterly based on the stated liquidation 
amount of $10 per capital security. The Company has 
fully and unconditionally guaranteed all of the 
obligations of Trust II. The guaranty covers the 
quarterly distributions and payments on liquidation or 
redemption of Capital Securities II, but only to the 
extent that Trust II has funds necessary to make these 
payments. 

Capital Securities II are mandatorily 
redeemable upon the maturing of Debentures II on 
March 30, 2034 or upon earlier redemption as provided 
in the Indenture. The Company has the right to redeem 

Debentures II, in whole or in part on or after March 30, 
2009 at the liquidation amount plus any accrued but 
unpaid interest to the redemption date. 

On March 30, 2004, NHTB Capital Trust III 
("Trust III"), a Connecticut statutory trust formed by 
the Company, completed the sale of $10.0 million of 
6.06%, 5 Year Fixed-Floating Capital Securities 
("Capital Securities III"). Trust III also issued common 
securities to the Company and used the net proceeds 
from the offering to purchase a like amount of 6.06% 
Junior Subordinated Deferrable Interest Debentures 
("Debentures HI") of the Company. Debentures III are 
the sole assets of Trust III. Total expenses associated 
with the offering of $160,402 are included in other 
assets and are being amortized on a straight-line basis 
over the life of Debentures III. 

Capital Securities III accrue and pay 
distributions quarterly at an annual rate of 6.06% for 
the first 5 years of the stated liquidation amount of $10 
per capital security. The Company has fully and 
unconditionally guaranteed all of the obligations of the 
Trust. The guaranty covers the quarterly distributions 
and payments on liquidation or redemption of Capital 
Securities III, but only to the extent that the Trust has 
funds necessary to raake these payments. 

Capital Securities III are mandatorily 
redeemable upon the maturing of Debentures III on 
March 30, 2034 or upon earlier redemption as provided 
in the Indenture. The Company has the right to redeem 
Debentures III, in whole or in part on or after March 30, 
2009 at the liquidation amount plus any accrued but 
unpaid interest to the redemption date. 

Interest Rate Swap 

On May 1, 2008, the Company entered into 
an interest rate swap agreement with PNC Bank, 
effective on June 17, 2008. The interest rate agreement 
converts Trust II's interest rate from a floating rate to a 
fixed-rate basis. The interest rate swap agreement has 
a notional amount of $10 million raaturing June 17, 
2013. Under the swap agreement, the Company is to 
receive quarterly interest payraents at a floating rate 
based on three month LIBOR plus 2.79% and is 
obligated to make quarterly interest payments at a 
fixed-rate of 6.65%. 

First Brandon Acquisition 

On December 14, 2006, the Company entered 
into a definitive agreement to acquire First Brandon 
Financial Corporation, Brandon, Vermont, ("First 
Brandon") for approximately $20.9 million in cash and 
stock (the "Merger"). Immediately following the closing 
ofthe transaction on June 1, 2007, First Brandon's 
subsidiary bank. First Brandon National Bank, merged 
with and into the Company's subsidiary bank, Lake 
Sunapee Bank, fsb, and operates under the name "First 
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Brandon Bank, a division of Lake Sunapee Bank, fsb". 
The combined company had approximately $771.0 
million in assets and operated 24 branches in New 
Hampshire and Vermont at the time of the merger. 

First Community Acquisition 

On April 16, 2007, NHTB announced that it had 
entered into a definitive agreement to acquire First 
Community Bank ("First Community") for 
approximately $14.6 million in cash and stock, which 
further expanded NHTB's New Hampshire-based 
banking franchise into the State of Vermont. First 
Coraraunity merged with and into NHTB's subsidiary 
bank, Lake Sunapee Bank, fsb on October 1, 2007. First 
Coraraunity operated 5 branches located in Woodstock, 
Killington and Rutland, Verraont and had over $83.4 
million in assets. The acquisition of First Community 
created a combined company with approximately $841.0 
million in assets and 29 branches in New Hampshire 
and Vermont. 

Comparison of Years Ended December 31, 
2008 and 2007 

Financial Condition 

Total assets increased $8,988,572, or 
1.08%, to $843,198,414 as ofDecember 31, 2008 from 
$834,209,842 as ofDeceraber 31, 2007. Cash and 
Federal Horae Loan Bank overnight deposits decreased 
$11,472,850. 

Total loans receivable, net, excluding loans 
held-for-sale, increased $10,445,828, or 1.67% to 
$636,720,920 as ofDecember 31, 2008. The Bank's 
conventional real estate loan portfolio increased 
$8,318,724, or 2.48%, to $344,101,400. Construction 
loans decreased $8,188,946, or 37.73%, to $13,515,208. 
Comraercial real estate loans decreased $2,876,868, or 
2.02%, to $139,592,335. Additionally, consumer loans 
increased $3,848,877, or 5.09%, to $79,468,380 and 
comraercial and municipal loans increased $9,976,561, 
or 19.00%, to $62,491,345. Sold loans totaled 
$311,228,362 at year-end 2008, compared to 
$305,838,179, at year-end 2007. Sold loans are loans 
originated by the Bank and sold to the secondary 
market with the Bank retaining the majority of 
servicing of these loans. The Bank expects to continue to 
sell fixed-rate loans into the secondary market, 
retaining the servicing, in order to manage interest rate 
risk and control growth. Typically, the Bank holds 
adjustable-rate loans in portfolio. Adjustable-rate 
mortgages coraprise approximately 80% of the Bank's 
real estate mortgage loan portfolio, which is consistent 
with prior years. Assets remained strong with non
perforraing assets at 0.83% of total assets as the Bank 
continued to originate loans using conservative, 
standardized underwriting. In particular, the Bank does 
not originate nor purchase "sub-prime" mortgage loans. 

The fair value of investment securities 
available-for-sale decreased $4,821,515, or 5.55%, to 
$81,988,488 as ofDecember 31, 2008, from $86,810,003 
at Deceraber 31, 2007. The Bank reahzed $909,919 in 
the gain on the sales and calls of securities during 2008, 
compared to no gains recorded during 2007. The U.S. 
Treasury's actions during 2008 to place Fannie Mae 
under conservatorship resulted in an other-than-
temporary impairraent to the fair market value of 
20,000 shares of Fannie Mae Preferred Stock, Series F, 
as previously disclosed in our Form 8-K dated October 1, 
2008. As a result, the Company recorded a writedown of 
$879,720 due to the other-than-temporary impairment 
of Fannie Mae Preferred Stock. As of December 31, 
2008, the Bank's investment portfolio had a net 
unrealized holding gain of $368,441, compared to a net 
unrealized holding loss of $1,663,149 at Deceraber 31, 
2007. The investments in the Bank's investment 
portfolio that are temporarily impaired as of December 
31, 2008 consist of debt securities issued by U.S. 
Government corporations or agencies, corporate debt 
with investment-grade credit ratings and preferred 
stock issued by corporations and government sponsored 
agencies. At December 31, 2008, one investment held in 
the Company's portfolio as available-for-sale, U.S. Bank 
Capital Trust Preferred VIII had an unrealized raarket 
loss of $722,000. The unrealized loss is primarily 
attributable to changes in market interest rates. 
Management does not intend to sell these securities in 
the near term. As management has the ability to hold 
debt securities until maturity and equity securities for 
the foreseeable future, no declines are deemed to be 
other than temporary. 

Real estate owned and property acquired in 
settlement ofloans was at $263,000 at December 31, 
2008 compared to $240,802 at December 31, 2008. 

Goodwill was unchanged at $27,293,470 as of 
December 31, 2008, compared to December 31, 2007. 
Goodwill recognized due to the acquisition of First 
Brandon amounted to $7,503,046, after acquisition costs 
of $20,832,293. Goodwill recognized due to the 
acquisition of First Coraraunity amounted to $7,650,408, 
after acquisition costs of $14,649,648. Goodwill also 
includes $2,471,560 relating to the acquisition of 
Landmark Bank in 1998 and $9,668,456 relating to the 
acquisition of three branch offices of New London Trust 
in 2001. 

Core deposit intangible decreased to $2,560,527 
as ofDecember 31, 2008, compared to $3,160,303 at 
Deceraber 31, 2007. The Bank amortized $599,776 
during 2008, utilizing the sura-of-the-digit method over 
ten years to araortize the core deposit intangible. 

Total deposits increased $401,308, or 0.06%, to 
$653,353,325 as ofDeceraber 31, 2008 from 
$652,952,017 as ofDecember 31, 2007, The Bank was 
able to retain deposits as customers were attracted by 
the safety and guarantee of FDIC insurance resulting 
from uncertain credit markets. 
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Advances from the Federal Home Loan Bank 
(FHLB) increased $2,930,611, or 4.62%, to $66,317,485 
from $63,386,874 at Deceraber 31, 2007. The weighted 
average interest rate for the outstanding FHLB 
advances was 2.94% as ofDecember 31, 2008, compared 
to 4.52% as ofDecember 31, 2007. 

Liquidity and Capital Resources 

The Bank is required to maintain sufficient 
liquidity for safe and sound operations. At year-end 
2008, the Bank's liquidity was sufficient to cover the 
Bank's anticipated needs for funding new loan 
commitraents of approxiraately $25.0 raillion. The 
Bank's source of funds coraes primarily frora net deposit 
inflows, loan araortizations, principal pay downs from 
loans, sold loan proceeds, and advances from the FHLB. 
At December 31, 2008, the Bank had approximately 
$168.8 million in additional borrowing capacity from the 
FHLB. 

At December 31, 2008, the Company's 
stockholders' equity totaled $74,677,092, compared to 
$72,667,323, at year-end 2007. The increase of 
$2,009,769 reflects net income of $5,725,072, the payout 
of $2,988,061 in coraraon stock dividends, the exercise of 
stock options in the araount of $275,417, including a tax 
benefit, other comprehensive loss in the amount of 
$941,705, and the repurchase of 5,000 shares at a cost of 
$60,954. The change in other comprehensive loss 
included an after tax loss in the amount of $1,356,767 
due to the Bank's curtailment of its defined benefit 
pension plan. 

On June 12, 2007, the Company announced that 
it approved the repurchase of up to an additional 
253,776 shares of coraraon stock. As ofDecember 31, 
2008, 148,088 shares remained to be repurchased under 
the plan. The Board of Directors of the Company has 
determined that a share buyback is appropriate to 
enhance stockholder value because such repurchases 
generally increase earnings per share, return on 
average assets and on average equity; three performing 
benchraarks against which bank and thrift holding 
corapanies are raeasured. The Company buys stock in 
the open raarket whenever the price of the stock is 
deemed reasonable and the Corapany has funds 
available for the purchase. 

As of December 31, 2008, the Company had 
funds in the araount of $1,073,134. Total cash needs for 
the Company during 2009 will araount to approxiraately 
$4.7 million with $3.0 million projected to be used to pay 
dividends on the Company's common stock, $1.4 million 
to pay interest on the Company's capital securities and 
$0.5 million to pay interest dividends on the Company's 
Preferred Stock Series A. The Bank pays dividends to 
the Company as its sole stockholder, within guidelines 
set forth by the Office ofThrift Supervision (OTS). Since 
the Bank is well capitalized and has capital in excess of 
regulatory requirements, it is anticipated that funds 

will be available to cover the Company's cash needs for 
2009 as long as earnings at the Bank are sufficient to 
maintain adequate Tier I capital. 

Net cash provided by operating activities 
increased $7,388,764 to $11,637,399 in 2008 from 
$4,248,635 in 2007. The increase is priraarily 
attributable to an increase in the amount of $978,600 in 
provision for loan losses and an increase in the araount 
of $4,229,651 in accrued expenses and other liabilities. 

Net cash flows used in investing activities 
totaled $24,980,367 in 2008, compared to net cash flows 
used provided by investing activities of $21,681,532 in 
2007, a change of $46,661,899. During 2008, loan 
originations and principal collections, net, increased in 
the amount of $8,278,988 while cash and cash 
equivalents acquired from First Brandon and First 
Coraraunity during 2007, net of expenses paid, 
amounted to $7,678,405 which accounted for the 
majority of the change in investing activities. 

In 2008, net cash flows provided by financing 
activities totaled $1,870,118, compared to net cash flows 
used in financing activities in the amount of 
$26,822,406, a change of $28,692,524. Net repayment of 
FHLB advances in the amount of $60,231,726 during 
2007 compared to additional advances in the amount of 
$2,901,952 during 2008 accounted for the change in 
financing activities. 

The Bank expects to be able to fund loan 
demand and other investing activities during 2009 by 
continuing to use funds provided by customer deposits, 
as well as the FHLB's advance program. On Deceraber 
31, 2008, approximately $25.0 million in commitments 
to fund loans had been made. Manageraent is not aware 
of any trends, events, or uncertainties that will have, or 
that are reasonably likely to have, a material effect on 
the Bank's liquidity, capital resources or results of 
operations. 

On January 16, 2009, as part ofthe Capital 
Purchase Program established by the U.S. Department 
of the Treasury ("Treasury") under the Eraergency 
Econoraic Stabilization Act of 2008 (the "EESA"), the 
Company entered into a Letter Agreement with the 
Treasury pursuant to which the Company issued and 
sold to Treasury 10,000 shares ofthe Company's Fixed-
rate Cumulative Perpetual Preferred Stock, Series A, 
par value $0.01 per share, having a liquidation 
reference of $1,000 per share (the "Series A Preferred 
Stock") and a ten-year warrant to purchase up to 
184,275 shares ofthe Company's comraon stock, par 
value $0.01 per share (the "Coramon Stock"), at an 
initial exercise price of $8.14 per share (the "Warrant"), 
for an aggregate purchase price of $10.0 million in cash. 
All of the proceeds from the sale of the Series A 
Preferred Stock will be treated as Tier 1 capital for 
regulatory purposes. 
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Cumulative dividends on the Series A Preferred 
Stock will accrue on the liquidation preference at a rate 
of 5% per annum for the first five years, and at a rate of 
9% per annura thereafter, but will be paid only when 
declared by the Corapany's Board of Directors. The 
Series A Preferred Stock has no maturity date and 
ranks senior to the Common Stock with respect to the 
payment of dividends and distributions and araounts 
payable upon liquidation, dissolution and winding up of 
the Corapany. 

The Series A Preferred Stock generally is non
voting, other than class voting on certain matters that 
could adversely affect the Series A Preferred Stock. 
Please refer to Note 23 of the Consolidated Financial 
Statements. 

The OTS requires that the Bank maintain 
tangible, core, and total risk-based capital ratios of 
1.50%, 4.00%, and 8.00%, respectively. As of Deceraber 
31, 2008, the Bank's ratios were 8.12%, 8.12%, and 
11.36%, respectively, well in excess ofthe OTS 
requireraents. 

Book value per share was $12.99 at December 
31, 2008, compared to $12.69 per share at Deceraber 31, 
2007. 

Impact of Inflation 

The financial statements and related data 
presented elsewhere herein are prepared in accordance 
with generally accepted accounting principles (GAAP), 
which require the measurement of the Company's 
financial position and operating results generally in 
terms of historical dollars and current raarket value, for 
certain loans and investments, without considering 
changes in the relative purchasing power of money over 
time due to inflation. The impact of inflation is reflected 
in the increased cost ofoperations. 

Unlike other companies, nearly all of the assets 
and liabilities of a bank are raonetary in nature. As a 
result, interest rates have a far greater irapact on a 
bank's performance than the effects of the general level 
of inflation. Interest rates do not necessarily move in 
the same direction or to the same extent as the price of 
goods and services, since such prices are affected by 
inflation. In the current interest rate environment, 
liquidity and the maturity structure of the Bank's assets 
and liabilities are important to the maintenance of 
acceptable performance levels. 

Interest Rate Sensitivity 

The principal objective of the Bank's interest 
rate management function is to evaluate the interest 
rate risk inherent in certain balance sheet accounts and 
determine the appropriate level of risk given the Bank's 
business strategies, operating environment, capital and 
liquidity requirements and performance objectives, and 
to manage the risk consistent with the Board of 

Director's approved guidelines. The Bank's Board of 
Directors has established an Asset/Liability Committee 
(ALCO) to review its asset/liability policies and interest 
rate position. Trends and interest rate positions are 
reported to the Board of Directors monthly. 

Gap analysis is used to examine the extent to 
which assets and liabilities are "rate sensitive". An 
asset or liability is said to be interest rate sensitive 
within a specific time period if it will mature or reprice 
within that time. The interest rate sensitivity gap is 
defined as the difference between the amount of 
interest-earning assets maturing or repricing within a 
specified period of time and the araount of interest-
bearing liabilities maturing or repricing within the 
same specified period of time. The strategy of matching 
rate sensitive assets with similar liabilities stabilizes 
profitability during periods of interest rate fluctuations. 
The Bank's one-year gap at December 31, 2008, was 
positive 9.57%, compared to the December 31, 2007 gap 
of negative 20.99%. At December 31, 2008, repricing 
assets over the next twelve months was $69.0 million 
raore than repricing deposits for the sarae period 
corapared to the reverse position, with a negative $75.6 
raillion, at Deceraber 31, 2007. With an asset-sensitive 
(positive) gap, if rates were to rise, net interest raargin 
would likely increase and if rates were to fall, the net 
interest margin would likely decrease. 

The Bank continues to offer adjustable-rate 
mortgages, which reprice at one, three, and five-year 
intervals. In addition, the Bank sells fixed-rate 
raortgages to the secondary raarket in order to rainiraize 
interest rate risk. 

As another part of its interest rate risk analysis, 
the Bank uses an interest rate sensitivity raodel, which 
generates estiraates of the change in the Bank's net 
portfolio value (NPV) over a range of interest rate 
scenarios. The OTS produces the data quarterly using 
its own raodel and data submitted by the Bank. 

NPV is the present value of expected cash flows 
frora assets, liabilities and off-balance sheet contracts. 
The NPV ratio, under any rate scenario, is defined as 
the NPV in that scenario divided by the raarket value of 
assets in the same scenario. Modeling changes require 
making certain assumptions, which may or may not 
reflect the manner in which actual yields and costs 
respond to the changes in market interest rates. In this 
regard, the NPV model assumes that the composition of 
the Bank's interest sensitive assets and liabilities 
existing at the beginning of a period remain constant 
over the period being measured and that a particular 
change in interest rates is reflected uniformly across the 
yield curve. Accordingly, although the NPV 
measurements and net interest income models provide 
an indication of the Bank's interest rate risk exposure at 
a particular point in time, such measurements are not 
intended to and do not provide a precise forecast of the 
effect of changes in market rates on the Bank's net 
interest income and will likely differ from actual results. 
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The following table shows the Bank 's in teres t r a t e sensitivity (gap) table a t December 31, 2008: 

Interest-earning assets: 

Loans 

Investments and FHLB 

overnight deposit 

Total 

Interest-bearing liabilities: 

Deposits 

Repurchase agreements 

Borrowings 

Total 

Period sensitivity gap 

0-3 

Monttis 

247,403 

145,141 

15,073 

35,123 

195,337 

3-6 
Months 

6 Monfhs- 7-3 
Years 

Beyond 

3 Years 

214,538 $ 

32,865 

B8,874 $ 

4,467 

($ in thousands) 

110,072 $ 152,465 $ 

10,043 17,069 

93,341 120,115 169,534 90,763 

81,821 

127 

104,438 

10,132 

28,947 

30,000 

247,041 

11,000 

81,948 114,570 58,947 258,041 

52,066 11,393 

Cumulative sensitivity gap $ 52,066 $ 63,459 

Cumulative sensitivity gap as a percentage 

of interest-earning assets 7.22% 8.80% 

5,545 

69,004 

9.57% 

110,587 

179,591 

27.12% 

(167,278) 

12,313 

1.71% 

Total 

73,219 $ 

17,544 

639,168 

81,988 

721,156 

607,388 

15,073 

86,382 

708,843 

12,313 

1.71% 

The following table sets forth the Bank 's NPV as of December 31, 2008, as calculated by the OTS for the December 31, 
2008 report ing cycle: 

Change 
in Rates 
+300 bp .... 
+200 bp .... 
+100 bp .... 

+50 bp .... 
Obp .... 

-50 bp .... 
-100 bp .... 

$ Amount 
71,222 
79,643 
83,642 
84,714 
85.401 
84 896 
83,998 

Net Porifolio Value 
$ Change 

-14,180 
-5,759 
-1,759 

-687 

-505 
-1,404 

Results of Operations 2008 versus 2007 

Net Interest and Dividend Income 

Net interes t and dividend income for the year 
ended December 31 , 2008 increased $5,659,267, or 
27.93%, to $25,921,729. The increase was priraari ly due 
to increased interest r a t e margins and increases in the 
Bank's loan portfolio. In addition, t he full-year impact 
of the acquisitions raade during 2007 were realized 
during 2008. Total in te res t and dividend income 
increased $2,992,700, or 7.55%, to $42,635,777. In teres t 
and fees on loans increased $3,313,168, or 9.67%, to 
$37,570,672 in 2008, due pr imari ly to the increase in 
average loans outs tanding. 

In teres t on taxable inves tments increased 
$187,916, or 4.40%, to $4,460,190. Dividends decreased 
$209,541, or 38.85%, to $329,877. In teres t on other 

ange 
17% 
-7% 
-2% 
- 1 % 

-
- 1 % 
-2% 

NPV OS % of PV Assets 
NPV Ratio 

8.70% 
9.61% 

10.03% 
10.14% 
10.20% 
10.13% 
10.03% 

Change 
-150bp 

-59bp 
-17bp 

-6bp 
-

-7bp 
-17bp 

investraents decreased $298,843, or 52.07%, to 
$275,038. The yield on the Bank's inves tment portfolio 
declined from 4.93% for the year ended December 31 , 
2007 to 4.67% the year ended December 31, 2008 due to 
lower yielding investments purchased to replace 
ma tu r ing and called securities in a falling interest r a t e 
environment. 

Total in teres t expense decreased $2,666,567, or 
13.76%, to $16,714,048 for the year ended December 31 , 
2008. In teres t on deposits decreased slightly by $2,935, 
or 0.02%, to $12,937,657, while in teres t on FHLB 
advances and other borrowed monev decreased 
$2,280,107, or 50.59%, to $2,226,556 for the same 
period. FHLB advances outs tanding increased to 
$66,317,485 a t December 31, 2008 from $63,386,874 a t 
Deceraber 31 , 2007. The Bank was able to replace 
raaturing advances a t substant ial ly lower ra tes dur ing 
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2008 resulting in overall lower costs due to the falling 
interest rate environment. 

For the year ended December 31, 2008, the 
Bank's combined cost offunds decreased to 2.32% as 
compared to 3.08% for the same period in 2007. The cost 
of deposits, including repurchase agreements, decreased 
52 basis points in 2008 to 2.07% compared to 2.59% in 
2007, due primarily to the downward repricing of 
raaturing tirae deposits. 

The Bank's interest rate spread, which 
represents the difference between the weighted average 

yield on interest-earning assets and the weighted 
average cost of interest-bearing liabilities, increased to 
3.37 % in 2008 frora 2.91% in 2007. The Bank's net 
interest margin, representing net interest income as a 
percentage of average interest-earning assets, increased 
to 3.46% during 2008, frora 3.06% during 2007. Both 
increases are indicative of the Federal Reserve Bank's 
easing of the Fed Funds rate and the subsequent 
steepening of the yield curve. For the year ended 
Deceraber 31, 2008, the Bank's interest expense 
decreased 13.76% corapared to the increase in interest 
income of 7.55% compared to the same period in 2007. 

The following table sets forth the average yield on loans and investments, the average interest rate paid on deposits and 
borrowings, the interest rate spread, and the net interest rate margin: 

2008 
Yield on loans 
Yield on investment securities 
Combined yield on loans and investments 
Cost of deposits, including repurchase agreements 
Cost of other borrowed funds 
Combined cost of deposits and borrowings 
Interest rate spread 
Net interest margin 

For the Years Ended December 31, 

2007 2006 200S 2004 

5.86% 
4.67% 
5.69% 
2.07% 
4.19% 
2.32% 
3.37% 
3.46% 

6.20% 
4.93% 
5.99% 
2.59% 
5.37% 
3.08% 
2.91% 
3.06% 

5.80% 
4.41% 
5.53% 
1.77% 
5.22% 
2.66% 
2.87% 
3.02% 

5.37% 
3.95% 
5.06% 
1.09% 
3.94% 
1.66% 
3.40% 
3.49% 

5.13% 
3.76% 
4.77% 
0.82% 
3.37% 
1.29% 
3.48% 
3.54% 
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The following table presents, for the years indicated, the total dollar amount of interest income frora interest-earning 
assets and the resultant yields as well as the interest paid on interest-bearing liabilities, and the resultant costs: 

Years ended Decennber 3J, 2008 2007 2006 

Assets: 

Interest-earning assets: 

Loans (2>. 

Investment securities and 

other 

Total interest-earning 
assets 

Noninterest-earning assets: 

Cash 

Other noninterest-earning 
assets '* 

Total noninterest-earning 
assets 

Total 

Liabilities and Stockholders' 

Interest-bearing liabilities: 

Savings, NOW and MMAs 

Time deposits 

Repurchase agreements 

Capital securities and 

other borrowed funds 

Total interest-bearing 
liabilities 

Noninterest-bearing 
liabilities: 

Demand deposits 

Other 

Total noninterest-bearing 
liabihties 

Stockholders' equity 

Total 

Net interest income/Net inte: 
rate spread 

Net interest margin 

Percentage of interest-earnir 

Average ('> 

Balance 

$ 641,100 

108,533 

749,633 

17,541 

66,151 

83,692 

$ 833,325 

Equity: 

$ 331,586 

290,648 

14,184 

84,276 

720,694 

29,286 

10,309 

39,595 

73,036 

$ 833,325 

rest 

lg assets 

to interest-bearing liabilities 

Interest 

$ 

$ 

• 

$ 

37,571 

5,065 

42,636 

2,512 

10,426 

234 

3,542 

16,714 

25,.922 

a 

Yield/ 

Cost 

5.86% 

4.67% 

5.69% 

0.76% 

3.59% 

1.65% 

4.20% 

2.32% 

3.37% 

3.46% 

104.02% 

Average f'J 

Balance Interest 

($ir 

$ 552,203 $ 

109,158 

661,361 

16,940 

43,922 

60,862 

$ 722,223 

$ 280,578 $ 

226,618 

10,420 

111,499 

629,115 

30,573 

5,940 

.36,513 

56,595 

$ 722,223 

$ 

Yield/ 

Cost 

L thousands) 

34,258 

5,385 

39,643 

2,666 

10,275 

454 

5,986 

19,381 

20,262 

6.20% 

4.93% 

5.99% 

0.95% 

4.53% 

4.35% 

5.37% 

3.08% 

2.91% 

3.06% 

105.13% 

Average r'J 

Baiance Interest 

$ 489,930 $ 

119,472 

609,402 

1.5,738 

33,096 

48,834 

$ 658,236 

$ 266,043 $ 

163,227 

11,247 

133,899 

574,416 

29,452 

8,880 

38,332 

45,488 

$ 658,236 

$ 

28,400 

5,274 

33,674 

1,736 

6,011 

525 

6,989 

15,261 

18,413 

Yield/ 

Cost 

5.80% 

4.41% 

5.53% 

0.65% 

3.68% 

4.67% 

5.22% 

2.66% 

2.87% 

3.02% 

106.09% 

(') Monthly average balances have heen used for all periods. 
<̂) Loans include 90-day delinquent loans, wtiich have been placed on a non-accruing status. Management does not believe that 

including ihe 90-day delinquent loans in loans caused any material difference in the information presented. 
(•'» Other noninterest-earning assets include non-earning assets and other real estate owned. 
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The following table sets forth, for the years indicated, a summary of the changes in interest earned and interest paid 
resulting from changes in volume and rates. The net change attributable to changes in both volume and rate, which 
cannot be segregated, has been allocated proportionately to the change due to volume and the change due to rate. 

Year ended Decen\ber 31. 2008 vs. 2007 

Increase (Decrease) 

due fo 

Volume Rate Total 

Interest income on loans 

Interest incorae on investraents 

Total interest incorae 

Interest expense on savings, NOW and MMAs 

Interest expense on time deposits 

Interest expense on repurchase agreements 

Interest expense on capital securities and other borrowings 

Total interest expense 

Net interest income 

$ 

$ 

5,210 

(29) 

5,181 

386 

2,297 

65 

(1,141) 

1,607 

3,574 

($ 

$ 

$ 

in thousands) 

(1,897) $ 

(291) 

(2,188) 

(540) 

(2,146) 

(274) 

(1,314) 

(4,274) 

2,086 $ 

3,313 

(320) 

2,993 

(154) 

151 

(209) 

(2,455) 

(2,667) 

5,660 

year ended December 31, 2007 vs. 2006 

Increase (Decrease) 

due to 

Volume Rate Total 

Interest incorae on loans 

Interest income on investments 

Total interest income 

Interest expense on savings, NOW and MMAs 

Interest expense on time deposits 

Interest expense on repurchase agreements 

Interest expense on capital securities and other borrowings 

Total interest expense 

Net interest incorae 

Allowance and Provision for Loan Losses 

Lake Sunapee Bank raaintains an allowance for 
loan losses to absorb losses inherent in the loan 
portfolio. Adjustments to the allowance for loan losses 
are charged to income through the provision for loan 
losses. The Bank tests the adequacy at least quarterly 
by preparing a worksheet applying loss factors to 
outstanding loans by type. The worksheet stratifies the 
loan portfolio by loan type and assigns a loss factor to 
each type based on an assessment of the risk associated 
with each type. In determining the loss factors, the 
Bank considers historical losses and market conditions. 
Loss factors may be adjusted for qualitative factors that, 
in management's judgment, affect the collectibility of 
the portfolio. 

$ 

$ 

3,863 

(366) 

3,497 

138 

2,874 

(36) 

(1,244) 

1,732 

1,765 

($ 

$ 

$ 

in thousands) 

1,995 

477 

2,472 

792 

1,390 

(35) 

241 

2,388 

84 

$ 

$ 

5,858 

111 

5,969 

930 

4,264 

(71) 

(1,003) 

4,120 

1,849 

The allowance for loan losses incorporates the 
results of measuring impairment for specifically 
identified non-homogenous problem loans in accordance 
with Stateraent of Financial Accounting Standards 
(SFAS) No. 114 "Accounting by Creditors for 
Impairment of a Loan," and SFAS No. 118, "Accounting 
by Creditors for Impairment of a Loan - Income 
Recognition and Disclosures." In accordance with SFAS 
No.'s 114 and 118, the specific allowance reduces the 
carrying araount of the impaired loans to their 
estimated fair value. A loan is recognized as impaired 
when it is probable that principal and/or interest are not 
collectible in accordance with the contractual terms of 
the loan. Measurement of impairment can be based on 
the present value of expected cash flows discounted at 
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Management's Discussion and Analysis (continued) 

the loans effective interest rate, the market price of the 
loan, or the fair value of the collateral if the loan is 
collateral dependent. 

Measureraent of impairraent does not apply to 
large groups of smaller balance homogenous loans such 
as residential mortgage, home equity, or installment 
loans that are collectively evaluated for impairraent. 
Please refer to Note 4 of our notes to the Consolidated 
Financial Statements for information regarding SFAS 
No. 114 and 118. 

The Bank's commercial loan officers review the 
financial condition of comraercial loan customers on a 
regular basis and perforra visual inspections of facilities 
and inventories. The Bank also has loan review, 
internal audit, and compliance programs. Results are 
reported directly to the Audit Comraittee of the Bank's 
Board of Directors. 

At Deceraber 31, 2008, the allowance for loan 
losses was $5,567,859 corapared to $5,160,628 at year-
end 2007. The increase is due to provisions of $910,000 
and recoveries of $42,635, which were partially offset by 
loan charge-offs of $545,404. The araounts shown in 
this paragraph do not include amounts associated with 
overdrafts. 

In addition to the allowance for loan loss, the Bank 
raaintains an allowance for losses associated with the 
fee for service overdraft privilege prograra, which was 
introduced in July 2005. The Bank seeks to raaintain 
an allowance equal to 100% of the aggregate balance of 
negative balance accounts that have remained negative 
for 30 days or raore. Negative balance accounts are 
charged-off when the balance has reraained negative for 
60 consecutive days. 

The allowance for overdrafts was $26,453 at 
December 31, 2008, compared to $20,843 at year-end 
2007. The tables in this section show the activity in the 
accounts for both the allowance for loan losses and the 
allowance for overdraft losses. 

There was no loan loss provision during 2007. The 
$910,000 provisions made in 2008 reflect both the 
higher loan loss experience in 2008 and the changes in 
economic conditions that increase the risk of loss 
inherent in the loan portfolio. The higher loan loss 
experience is largely attributable to weaker real estate 
raarket conditions. Unlike prior periods, some 
borrowers experiencing difficulty were not able to sell 
their property to resolve repayment issues. 
Management anticipates making additional provisions 
in 2009 to maintain the allowance at an adequate level 
as unidentified loan losses are incurred. 

Loan charge-offs were $545,404 in 2008 compared 
to $128,566 in 2007. The increase comes frora higher 
losses in all categories. Recoveries were $42,635 for the 

period ended Deceraber 31, 2008, corapared to $34,847 
for the same period in 2007. This resulted in net 
charge-offs for 2008 and 2007 of $502,769 and $93,719, 
respectively. The increase in the amount of the 
allowance for loan loss, due to the provisions made 
during 2008, increased the allowance up from 0.82% to 
0.87% of total loans; despite the growth of the loan 
portfolio. 

Total classified loans, excluding special mention 
loans, as ofDeceraber 31, 2008 and 2007, were 
$9,122,365 and $6,172,310 respectively. The increase 
comes from a $1.8 million increase in loans over 90 days 
past due and changes in the risk ratings of some 
performing loans. Special mention loans were 
$12,153,366 at Deceraber 31, 2008, compared to 
$2,099,598 at year-end 2007. The increase results from 
changes in loan risk ratings. Those changes are a 
reflection of current economic conditions with some 
borrowers experiencing weaker cash flows and 
diminished capacity to service debt. The special 
mention loans continue to perform and do not warrant 
adverse classification at this time. 

The classified loans include $4,547,504 of impaired 
loans at December 31, 2008, corapared to $3,795,811 at 
Deceraber 31, 2007. The irapaired loans meet the 
criteria established under SFAS No. 114, although one 
$2.9 raillion loan considered irapaired at both year-end 
2008 and 2007 continues to perform. The increase in 
impaired loans comes from seven loans that are unlikely 
to be repaid in accordance with contractual terms. All 
seven are in the process of collateral liquidation. Those 
loans are considered collateral dependent and 
impairment is measured using the fair value of the 
collateral. The $2.9 million performing impaired loan is 
not considered collateral dependent at this time, but the 
appraised value of the commercial real estate suggests 
no loss of principal and supports the current valuation. 
The appraisal was done in 2007 and there are plans to 
obtain an updated appraisal when financial statements 
pertaining to the collateral property become available. 
The other irapaired loans are all under $200,000, and 
raost are secured with real estate located in New 
Hampshire or Vermont. At December 31, 2008, the 
allowance included $209,500 allocated to impaired 
loans. The portion ofthe allovfrance allocated to 
irapaired loans at December 31, 2007 was $45,000. 

Loans 30 to 89 days past due were $10,018,803 
and $8,291,466 at December 31, 2008 and 2007, 
respectively. Total non-perforraing loans araounted to 
$7,026,992 and $4,744,729 at December 31, 2008 and 
2007, respectively. Loans over 90 days past due are 
placed on nonaccrual status and are included in non-
performing loans. Loans over 90 days past due were 
$3,003,615 at December 31, 2008 compared to 
$1,230,348 at December 31, 2007. The $1.8 million 
increase includes two loans over $500,000 and three 
over $200,000. No loss is expected on those loans as 
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Management's Discussion and Analysis (continued) 

they are well secured with real es ta te . At year-end 
2008, there were 28 loans over 90 days pas t due 
compared to 27 a t the end of 2007. 

As a percent of assets , non-performing loans 
increased from 0.57% at the year-end 2007 to 0.83% at 
December 31, 2008. Non-performing loans as a percent 
oftotal loans increased from 0.75% to 1.10%) a t the end 
of 2008. Tha t increase reflects the changes in economic 
conditions and its adverse impact on borrower 
repayment capacity. At Deceraber 31 , 2008, the Bank 
held $288,305 ofo ther real es ta te owned and 
repossessed assets . Tha t represents a slight increase 
over the $241,346 held a t the end of 2007. The increase 
comes from propert ies acquired in 2008. Dur ing 2008, 
the Bank wrote down two propert ies with a charge 
against earnings in the araount of $53,741 to reduce the 
book value of those assets . One of those propert ies 
remained in OREO at December 31, 2008 with a book 
value $36,000 less t h a n a t year-end 2007. Adjustments 
to the valuat ion of OREO are charged against earnings 
and do not irapact the allowance for loan loss. If all non-

accruing loans had been cur rent in accordance with 
the i r terras dur ing the years ended Deceraber 31, 2008 
and 2007, in teres t income on such loans would have 
araounted to approximately $118,700 and $64,200 
respectively. 

At December 31, 2008 the Bank had no loans 
considered to be "troubled debt res t ructur ings" as 
defined in S ta t emen t of Accounting S tandards No. 15, 
"Accounting by Debtors and Creditors for Troubled Debt 
Restructur ings ." At December 31, 2007 the Bank h a d 
$53,352 of "troubled debt restructured." The 
res t ruc tur ing did not improve performance and the loan 
was charged off in 2008. 

As of December 31, 2008 there were no other loans 
not included in the tables below or discussed above 
where known inforraation about possible credit 
problems of the borrowers caused management to have 
doubts as to the ability of the borrower to comply wi th 
p resen t loan repayment t e rms and which may resul t in 
disclosure of such loans in the future. 

$ 

$ 

2008 
7,026,992 

288,305 

7,315,297 

$ 

$ 

2007 
4,744,729 $ 

241,346 

4,986,075 $ 

2006 
753,992 $ 

753,992 $ 

2005 
278,422 $ 

278,422 $ 

2004 
293,203 

293,203 

The following table sets forth the breakdown of non-performing assets a t December 31: 

Nonaccrual loans <i' 

Real estate and chattel property owned 

Total nonperforming assets 

(̂> All loans 90 days or more delinquent are placed on a nonaccruing status. 

The following table sets forth nonaccrual <i) loans by category a t Deceraber 31: 

2008 2007 2006 2005 2004 
Real estate loans -

Conventional 

Construction 

Consumer loans 

Commercial and municipal loans 

Nonaccrual impaired loans <2' 

Total 

$ 

$ 

2,471,866 

-

7,622 

524,127 

4,023,377 

7,026,992 

$ 

$ 

851,201 

-

97,717 

-

3,795,811 

4,744,729 

$ 

$ 

448,685 

-

-

• 

305,307 

753,992 

$ 

$ 

254,982 

-

7,977 

15,463 

-

278,422 

$ 

$ 

243,809 

-

-

49,394 

293,203 

(>> All loans 90 days or more delinquent are placed on a nonaccruing status. 
(̂> At 12/31/04 $853,064 of impaired loans, not included above, were on accrual status and performing. 

15 



Management's Discussion and Analysis (continued) 

The following is a s u m m a r y of activity in the allowance for loan losses account for the years ended December 31: 

2008 2007 2006 2005 2004 
Balance, beginning of year $ 5,160,628 $ 3,9.50,986 $ 3.990,503 $ 4,019,450 $ 3,898,650 
Charge-offs: 

Residential real estate 243,480 89,872 
Commercial real estate 133,447 . . . . 
Construction . . . . . 
Consumer loans 
Commercial loans 

Total charged-off loans 

Recoveries (2) 
Residential real estate 31,838 5,317 - 2,403 
Commercial real estate . . . . 35,000 
Construction . . . . . 
Consumerloans 10,797 29,530 5,979 5,416 25,540 
Commercial loans . . . . . 

78,812 
89,665 

545,404 

33,530 
5,164 

128,566 

18,498 
56,698 
75,196 

36,766 

36,766 

14,737 

14,737 

Total recoveries 42,635 34,847 5,979 7,819 60,540 

Net charge-offs (recoveries) 502,769 93,719 69,217 28,947 (45,803) 

Allowance from Acquisitions 1,303,361 

Provision for loan loss charged to income 910,000 - 29,700 - 74,997 

Balance, end of year <« $ 5,567,859 5,160,628 3,950,986 3,990,503 $ 4,019,450 
Ratio of net charge-offs (recoveries) 

to average loans 0.08% 0.02% 0.01% 0.01?/o 

The following is a s u m m a r y of activity in the allowance for overdraft privilege account for the years ended December 31 : 

2008 2007 2006 2005 2004 

Beginning Balance 

Overdraft Charge-offs 

Overdraft Recoveries 

Net Overdraft Losses 

Provisions for Overdrafts 

Ending Balance 

$ 

$ 

20,843 

373,598 

188,108 

185,490 

191,100 

26,453 

$ 

$ 

24,136 

273,872 

148.079 

125,793 

122,500 

20,843 

$ 

$ 

31,838 

391,821 

183,809 

208,012 

200,310 

24,136 

$ 

$ 

. 

87,119 

30,457 

56,662 

88,500 

31,838 

N/A 

N/A 

N/A 

N/A 
N/A 

N/A 
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Management's Discussion and Analysis (continued) 

fhe following table sets forth the allocation of the loan loss allowance, the percentage of allowance to the total allowance 
ind the percentage of loans in each category to total loans as of December 31 ($ in thousands) : 

2008 

Real estate loans -

Conventional 

Construction 

Collateral and consumer loans 

Commercial and municipal loans 

Impaired loans 

Unallocated 

Allowance 

Allowance as a percentage of total loans 

Real estate loans -

Conventional 

Construction 

Collateral and consumer loans 

Commercial and municipal loans 

Impaired loans 

Unallocated 

Allowance 

Allowance as a percentage of total loans 

5,594 100% 100% 

0.87% 

2007 

5,181 100% 100% 

0.82% 

2005 

2006 

$ 3,448 

421 

139 

1,376 

210 

62% 

8% 

2% 

25% 

4% 

76% $ 

2% 

12% 

9% 

1% 

3,023 

501 

199 

1,413 

45 

58% 

10% 

4% 

27% 

1% 

76% 

3% 

12% 

8% 

1% 

$ 2,592 

357 

130 

850 

46 

65% 

9% 

3% 

22% 

1% 

78% 

3% 

13% 

6% 

. 

3,975 100% 100% 

0.80% 

2004 

$ 

$ 

2,544 

291 

224 

963 

-

4,022 

63% 

7% 

6% 

24% 

" 

100% 

0.86% 

77% 

3% 

14% 

6% 

" 

100% 

$ 

$ 

2,445 

265 

109 

1,0.58 

142 

4,019 

61% 

7% 

3% 

26% 

3% 

100% 

0.97% 

77% 

5% 

14% 

4% 

. 

100% 

The Bank believes the cur ren t allowance for loan 
losses is at a level sufficient to cover losses in the loan 
portfolio, given present conditions. At the same t ime, 
the Bank recognizes the determinat ion of future loss 
potential is inherent ly uncer ta in . F u t u r e adjus tments to 
the allowance raay be necessary if economic, real es ta te , 
and other conditions differ substant ia l ly frora the 
current operating environment resul t ing in increased 
levels of non-performing loans and substant ia l 
differences between es t imated and actual losses. 

Noninterest Income and Expense 

Total noninterest income increased $782,721, or 
11.32%, to $7,697,098 for the twelve months ended 
December 31, 2008. 

• Customer service fees increased $708,214, or 
14.80%, due in par t to additional fees in the 
amount of approximately $243,000 contributed 
from a full fiscal year 's impact of the two banks 
acquired in 2007 as well as increased 
t ransact ion activity resul t ing in higher ATM 
and overdraft protection fee income. 

• Net gain on sales and calls of securities 
increased in the amount of $909,919 and offset 
the $879,720 writedown of securities t h a t 

recorded the other t h a n temporary impair raent 
of 20,000 shares of Fann ie Mae Preferred Stock, 
Series F. 

Ne t gain on sales of loans decreased $7,432, or 
0.88%, as the Bank 's total of sold loans 
decreased to $48.3 million dur ing 2008 frora 
$49.7 million of sold loans dur ing 2007. 

Loss on sale of other real es ta te owned and 
fixed assets increased $59,878 dur ing 2008 due 
in pa r t to the recognition of losses on leasehold 
improvements in the amount of $38,535 as a 
resul t of closing the re ta i l b ranch in Killington, 
Vermont, in Augus t 2008, as well as ne t losses 
on other real es ta te owned in the amoun t of 
$27,644. 

Rental incorae increased in the araount of 
$22,694, or 3.48%, as a resul t of ordinary 
consumer price index-based increases dur ing 
2008. 

The realized gain in Char te r Holding Corp. 
increased $28,738, or 12.81%, to $253,114 for 
the twelve months ended December 31 , 2008, 
from $224,376 for the same period in 2007, as a 
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Management's Discussion and Analysis (continued) 

direct reflection of earnings reported by Charter 
Holding Corp. 

• Brokerage service incorae decreased in the 
amount of $96,788, or 53.15%, to $85,301 for the 
year ended December 31, 2008, as coraraissions 
received declined during the year. 

Total noninterest expenses increased $3,990,712, or 
19.35%, to $24,618,329 for the twelve months ended 
Deceraber 31, 2008, from $20,627,617 for the same 
period in 2007. 

• Salaries and emplovee benefits increased 
$1,720,564, or 16.43%, to $12,190,464 for the 
twelve months ended December 31, 2008 from 
$10,469,900 for the same period in 2007. Gross 
salaries and benefits paid, which exclude the 
deferral of expenses associated with the 
origination ofloans, increased $1,854,482, or 
16.36%, to $13,190,734 for the twelve months 
ended December 31, 2008, from $11,336,252 for 
the same period in 2007. In addition to normal 
salary and benefit increases, during 2008, the 
Bank recognized a full twelve raonths of 
expenses associated with staffing the branches 
acquired frora First Brandon and First 
Coramunity. Average full time equivalents 
increased to 250 for the twelve months ended 
December 31, 2008, corapared to 214 for the 
same period in 2007 due to the acquisitions 
during 2007. The deferral of expenses in 
conjunction with the origination of loans 
increased $133,918, or 18.46%, to $1,000,270 for 
the twelve months ended December 31, 2008, 
from $866,352 for the same period in 2007. This 
increase was due to higher volume of loan 
originated in 2008 corapared to 2007, which 
results in a higher amount of deferred expenses 
associated with origination costs associated 
with salary and employee benefits. 

• Occupancv and equipment expenses increased 
$630,602, or 18.78%, to $3,989,322 for the 
twelve raonths ended December 31, 2008 from 
$3,358,720 for the same period in 2007 as the 
Bank recorded a full twelve months of expenses 
from operating the acquired branch offices of 
First Brandon and First Community which 
were recognized for seven and three months, 
respectively, during 2007. 

• Advertising and promotion increased in the 
amount of $79,993, or 19.83%, to $483,429 for 
the twelve months ended December 31, 2008 
from $403,436 for the same period in 2007, due 
to increased media outlets associated with the 
Bank's two-state geographical footprint. 

Professional fees increased $226,428, or 37.21% 
to $834,956 for the twelve raonths ended 
December 31, 2008 from $608,528 for the same 
period in 2007, due to expanded requirements 
associated with the Bank's audit and 
corapliance programs. 

Data processing and outside services fees 
increased $186,869, or 23.49%, to $982,407 for 
the twelve months ended December 31, 2008 
from $795,538 for the same period in 2007, as 
the Bank recorded a full twelve months' 
expenses frora operating the acquired branch 
offices of First Brandon and First Community 
which were recognized for seven and three 
months, respectively, during 2007. 

ATM processing fees increased $65,941, or 
12.76%, to $582,867 for the twelve months 
ended December 31, 2008 from $516,926 for the 
sarae period in 2007, due to the increase in 
ATM transaction activity, which were offset by 
fees generated from ATM transaction activity, 
due in part to additional ATMs in place 
throughout 2008 compared to 2007, during 
which additional ATMs were placed into service 
through the acquisitions. 

Araortization of mortgage servicing rights 
(MSR) in excess of mortgage servicing income 
decreased in the amount of $60,346, or 70.02%, 
to $25,843 for the twelve months ended 
Deceraber 31, 2008 from $86,189 for the same 
period in 2007, due to a higher volume of 
prepayments of sold loans during 2008. 

Other expenses increased in the araount of 
$1,119,612, or 28.35%, to $5,069,301 for the 
twelve months ended December 31, 2008 from 
$3,949,689 for the same period in 2007, as the 
Bank recorded a full twelve months' expenses 
from operating the acquired branch offices of 
First Brandon and First Community which 
were recogmzed for seven and three months, 
respectively, during 2007. In particular, as 
prepayment of mortgage loan estimates 
increased substantially and rapidly in the final 
month of 2008, periodic impairment associated 
with raortgage servicing rights increased 
$714,167 to $719,273 for the twelve months 
ended December 31, 2008 compared to $5,106 
for the same period in 2007. In addition to 
increases in postage and telephone usage of 
$165,106, the Company recognized an increase 
ofapproximately $292,000 in amortization of 
the core deposit intangible, attributable to the 
acquired banks, during 2008 compared to 2007, 
due to a full twelve months of recognition. 
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Management's Discussion and Analysis (continued) 

Impact of New Accounting Standards 

In June 2006, the Financial Accounting 
Standards Board (FASB) issued Interpretation No. 48, 
"Accounting for Uncertainty in Income Taxes - an 
interpretation of FASB Statement 109" (FIN 48). FIN 
48 prescribes a recognition threshold and measurement 
attribute for the financial stateraent recognition and 
measurement of a tax position taken, or expected to be 
taken, in a tax return and provides guidance on 
derecognition, classification, interest and penalties, 
accounting in interim periods, disclosure and transition. 
FIN 48 is effective for fiscal years beginning after 
December 15, 2007. The Company's adoption of FIN 48 
did not have a material impact on its financial 
stateraents. 

In Septeraber 2006, the FASB ratified the 
consensus reached by the Emerging Issues Task Force 
("EITF") on Issue No. 06-4 "Accounting for Deferred 
Compensation and Postretirement Benefit Aspects of 
Endorsement Split-Dollar Life Insurance 
Arrangements," (EITF Issue 06-4). EITF 06-4 requires 
companies with an endorsement split-dollar life 
insurance arrangement to recognize a liability for future 
postretirement benefits. The effective date is for fiscal 
years beginning after December 15, 2007, with earlier 
application permitted. The Company should recognize 
the effects of applying this issue through either (a) a 
change in accounting principle through a cumulative 
effect adjustment to retained earnings or (b) a change in 
accounting principle through retrospective application 
to all periods. The adoption of the new issue did not 
have a material impact on the Company's financial 
position, results ofoperations or cash flows. See Note 
13 to the Consolidated Financial Stateraents. 

In September 2006, the FASB issued SFAS No. 
157, "Fair Value Measurements" (SFAS 157). SFAS No. 
157 defines fair value, establishes a framework for 
measuring fair value under generally accepted 
accounting principles (GAAP) and expands disclosures 
about fair value measurements. The FASB's FSP FAS 
157-2, "Effective Date of FASB Statement No. 157", 
defers until January 1, 2009, the application of SFAS 
157 to nonfinancial assets and nonfinancial liabilities 
not recognized or disclosed at least annually at fair 
value. This includes nonfinancial assets and 
nonfinancial liabilities initially measured at fair value 
in a business combination or other new basis event, but 
not raeasured at fair value in subsequent periods. The 
Company adopted this statement on January 1, 2008. 
See Note 15 to the Consolidated Financial Statements. 

In February 2007, the FASB issued SFAS No. 
159, "The Fair Value Option for Financial Assets and 
Financial Liabilities - Including an araendment of FASB 
Statement No. 115" (SFAS 159). SFAS 159 permits 
entities, at specified election dates, to choose to measure 

certain financial instruments at fair value that are not 
currently required to be measured at fair value. The 
fair value option is applied on an instrument-by-
instrument basis, is irrevocable and can only be applied 
to an entire instrument and not to specified risks, 
specific cash flows, or portions of that instrument. 
Unrealized gains and losses on items for which the fair 
value option has been elected will be reported in 
earnings at each subsequent reporting date and upfront 
fees and costs related to those items will be recognized 
in earnings as incurred and not deferred. SFAS No. 159 
is effective in fiscal years beginning after Noveraber 15, 
2007 and may not be applied retrospectively. The 
adoption of the new standard did not have a material 
impact on the Company's financial position, results of 
operations or cash flows. See Note 15 to the 
Consolidated Financial Stateraents. 

In Deceraber 2007, the FASB issued SFAS No. 
160, "Noncontrolling Interests in Consolidated Financial 
Statements and Amendment of ARB No. 51 ("SFAS No. 
160"). The new pronouncement requires all entities to 
report noncontrolling (minority) interests in 
subsidiaries as a component of stockholders' equity. 
SFAS No. 160 will be effective for fiscal years beginning 
after December 15, 2008. Early adoption is prohibited. 
Management does not anticipate that this statement 
will have a material irapact on the Company's financial 
condition and results ofoperations. 

In December 2007, the FASB issued SFAS No. 
141 (Revised 2007), "Business Combinations" (SFAS 
141(R)). SFAS 141(R) will significantly change the 
accounting for business combinations. Under SFAS 
141(R), an acquiring entity will be required to recognize 
all the assets acquired and liabilities assumed in a 
transaction at the acquisition-date fair value with 
liraited exceptions. It also amends the accounting 
treatment for certain specific items including 
acquisition costs and non controlling minority interests 
and includes a substantial number of new disclosure 
requirements. SFAS 141(R) applies prospectively to 
business combinations for which the acquisition date is 
on or after January 1, 2009. The Company does not 
expect the adoption of this statement to have a material 
impact on its financial condition and results of 
operations. 

In February 2008, the FASB issued FSP FAS 
140-3, "Accounting for Transfers of Financial Assets and 
Repurchase Financing Transactions." This FSP 
provides guidance on how the transferor and transferee 
should separately account for a transfer of a financial 
asset and a related repurchase financing if certain 
criteria are met. This guidance will be effective January 
1, 2009. The adoption ofthis new FSP is not expected to 
have a raaterial effect on the Corapany's results of 
operations or financial position. 
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Managemenfs Discussion and Analysis (continued) 

In March 2008, the FASB issued SFAS No. 161, 
"Disclosures about Derivative Instruments and Hedging 
Activities-an amendment of FASB Statement No. 133" 
(SFAS 161). SFAS 161 changes the disclosure 
requirements for derivative instruments and hedging 
activities. Entities are required to provide enhanced 
disclosures about (a) how and why an entity uses 
derivative instruments, (b) how derivative instruments 
and related hedged items are accounted for under 
Statement 133 and its related interpretations, and (c) 
how derivative instruments and related hedged iteras 
affect an entity's financial position, financial 
performance, and cash flows. The guidance in SFAS 
161 is effective for financial statements issued for fiscal 
years and interim periods beginning after November 15, 
2008, with early application encouraged. This 
statement encourages, but does not require, 
comparative disclosures for earlier periods at initial 
adoption. The Company does not expect the adoption of 
this statement to have a material impact on its financial 
condition and results of operations. 

In April 2008, the FASB issued FSP FAS 142-3, 
"Deterraination of the Useful Life of Intangible Assets." 
This FSP provides guidance as to factors considered in 
developing renewal or extension assumptions used to 
determine the useful life of a recognized intangible asset 
under SFAS 142, "Goodwill and Other Intangible 
Assets." This guidance will be effective January 1, 
2009. The adoption is not expected to have a material 
effect on the Company's results of operations or 
financial position. 

In May 2008, the FASB issued SFAS No. 162, "The 
Hierarchy of Generally Accepted Accounting Principles." 
This standard formalizes rainor changes in prioritizing 
accounting principles used in the preparation of financial 
stateraents that are presented in conforraity with GAAP. 
This standard becarae effective Noveraber 18, 2008. 

For additional information on the above-
referenced new accounting standards, refer to Note 1 of 
the Consolidated Financial Statements beginning on 
page 32 of this report. 

Accounting for Income Taxes 

The provision for incorae taxes for the years 
ended December 31, 2008, 2007, and 2006, includes net 
deferred income tax expense of ($681,082), ($126,437), 
and $187,120, respectively. These amounts were 
determined by the amounts and liability method in 
accordance with generally accepted accounting 
principles for each year. 

The Bank has provided deferred incorae taxes 
on the difference between the provision for loan losses 

perraitted for incorae tax purposes and the provision 
recorded for financial reporting purposes. 

Comparison of Years Ended DecemberSI, 
2007 and 2006 

In 2007, the Corapany earned $4,515,682, or 
$0.92 per comraon share, assuraing dilution, corapared 
to $5,039,859 or $1.17 per coraraon share, assuming 
dilution, in 2006. 

Financial Condition 

Total assets increased $162,198,812, or 
24.14%, to $834,229,842 as ofDecember 31, 2007 from 
$672,031,030 as of December 31, 2006. The increase in 
assets includes approxiraately $177 million from the 
First Brandon and First Community Bank acquisitions. 

Total gross loans, excluding loans held-for-sale, 
increased $133,562,665, or 27.11%, including 
approximately $129 million from the First Brandon and 
First Community Bank acquisitions, to $626,274,462 as 
of December 31, 2007. The Bank's conventional real 
estate loan portfolio increased $54,027,375, or 19.18%, 
to $335,782,676. Construction loans increased 
$4,595,025, or 26.86%, to $21,704,154. Commercial real 
estate loans increased $39,222,376, or 37.99%), to 
$142,469,203, due primarily to new loans acquired from 
the two acquisitions. Additionally, consumer loans 
increased $12,342,536, or 19.51%, to $75,619,503 and 
Commercial and raunicipal loans increased $22,993,222, 
or 77.89%, to $52,514,784. These increases were due to 
the acquired loan portfolios of the acquired two banks. 
The continued favorable interest rate environment also 
made the above loan offerings very attractive. Sold 
loans totaled $305,838,179 at year-end 2007, compared 
to $300,019,470, at year-end 2006. Sold loans are loans 
originated by the Bank and sold to the secondary 
market with the Bank retaining the majority of 
servicing of these loans. The Bank expects to continue to 
sell fixed-rate loans into the secondary market, 
retaining the servicing, in order to manage interest rate 
risk and control growth. Typically, the Bank holds 
adjustable-rate loans in portfolio. Adjustable-rate 
mortgages comprise approximately 82% of the Bank's 
real estate mortgage loan portfolio, which is consistent 
with prior years. Asset remained strong with non-
performing assets as a percentage of total assets at 
0.60% as the Bank continued to originate loans in a 
conservative manner. In particular, the Bank does not 
originate nor purchase "sub-prime" mortgage loans. 

The fair value of investment securities 
available-for-sale decreased $4,062,300, or 4.44%, to 
$87,460,003, including approximately $21 million from 
the First Brandon and First Community Bank 
acquisitions, as ofDecember 31, 2007, from $91,522,303 
at December 31, 2006. The Bank used proceeds from 
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Management's Discussion and Analysis (continued) 

The Bank realized no gains on the sales and 
calls of securities during 2007, as compared $71,069 
during 2006. As ofDeceraber 31, 2007, the Bank's 
investment portfolio had a net unrealized holding loss of 
$1,663,149, compared to a net unrealized holding loss of 
$1,762,587 at December 31, 2006. Since the average life 
of the investment portfolio is less than five years and 
the liquidity of the Bank remains strong, the Bank does 
not anticipate the need to prematurely sell any 
investments and realize a loss. In addition, all securities 
are rated as investment grade by the leading rating 
agencies. The investments in the Bank's investraent 
portfolio that are temporarily impaired as of December 
31, 2007 consist of debt securities issued by U.S. 
Government corporations or agencies, corporate debt 
with strong credit ratings and preferred stock issued by 
corporations and government sponsored agencies. 

Real estate owned and property acquired in 
settlement ofloans was at $240,802 at December 31, 
2007 compared to $0 at December 31, 2006. 

Goodwill increased $15,153,454 to $27,293,470 
as ofDecember 31, 2007, from $12,140,016 as of 
Deceraber 31, 2006. Goodwill recognized due to the 
acquisition ofFirst Brandon amounted to $7,503,046, 
after acquisition costs of $20,832,293. Goodwill 
recognized due to the acquisition of First Coraraunity 
amounted to $7,650,408, after acquisition costs of 
$14,649,648. GoodwiU also includes $2,471,560 relating 
to the acquisition of Landmark Bank in 1998 and 
$9,668,456 relating to the acquisition of New London 
Trust in 2001. 

Core deposit intangible amounted to $3,160,303 
as ofDeceraber 31, 2007 due to the two acquisitions in 
2007. The Bank araortized $307,697 during 2007, 
utilizing the sum-of-the-digit method over ten years to 
amortize the core deposit intangible. 

Total deposits increased $187,466,197, 
(including approximately $152 million from the two 
acquisitions closed during 2007), or 40.27%, to 
$652,972,017 as ofDecember 31, 2007 frora 
$465,505,820 as ofDeceraber 31, 2006. The increase in 
deposits occurred due to an increase in the Bank's 
certificates of deposit as customers were attracted to 
safety and guarantee of FDIC insurance resulting from 
uncertain credit raarkets. 

Advances from the FHLB decreased 
$56,613,126, or 47.18%, to $63,386,874, including 
approximately $3.6 million from the two acquisitions, 
from $120,000,000 at December 31, 2006. The Bank 
used proceeds from maturing investment securities, 
liquidity generated from the two acquisitions, and funds 
from deposit in-flows to pay-off maturing FHLB 
advances as part of a de-leveraging strategy used to 

reduce funding costs. The weighted average interest 
rate for the outstanding FHLB advances was 4.52% as 
ofDeceraber 31, 2007, compared to 5.06% as of 
December 31, 2006. 

Net Interest and Dividend Income 

Net interest and dividend income for the year 
ended December 31, 2007 increased $1,838,589, or 
9.98%, to $20,262,462. The increase was due to 
stabilizing interest rate margins, results from the two 
bank acquisitions, and increases in the Bank's loan 
portfolio. 

Total interest and dividend income increased 
$5,969,310, or 17.73%. Interest and fees on loans 
increased $5,857,064, or 20.62%, to $34,257,504 in 2007, 
due to the increase in loans outstanding and results 
from the two bank acquisitions. 

Interest on taxable investments increased 
$26,660, or 0.63%. Dividends decreased $78,210, or 
14.50%, to $539,418, as the Bank elected to use funds 
frora maturing securities to pay off FHLB advances in 
lieu of re-investing thera. Interest on other investments 
increased $163,796, or 39.94%, to $573,881. The yield on 
the Bank's investment portfolio improved from 4.41% as 
ofDecember 31, 2006 to 4.93% as ofDecember 31, 2007 
due to several higher yielding investments acquired 
frora the two bank acquisitions. 

Total interest expense increased $4,130,721, or 
27.09%, for the year ended December 31, 2007. Interest 
on deposits increased $5,194,471, or 67.06%, because 
raany of the Bank's certificates of deposit (CD) matured 
and re-priced into higher yielding term deposits. In 
addition, the Bank was unable to lag deposit re-pricing 
due to competitive pressures. Interest on FHLB 
advances and other borrowed monev decreased 
$1,018,404, or 18.43%, to $4,506,663 for the year ended 
December 31, 2007 from $5,525,067 for the year ended 
December 31, 2006. FHLB advances outstanding 
decreased to $63,386,874 at December 31, 2007 frora 
$120,000,000 at December 31, 2006 as the Bank used 
the proceeds from the raaturing investment securities to 
pay off maturing advances as part of a de-leveraging 
strategy deployed to reduce the Bank's cost of funds. 

The Bank's combined cost of funds increased to 
3.08% as ofDecember 31, 2007 from 2.66% as of 
December 31, 2006. The cost of deposits, including 
repurchase agreements, increased 82 basis points to 
2.59% as ofDecember 31, 2007, from 1.77% as of 
December 31, 2006. The Bank's higher costing tirae 
deposits, in particular, increased during 2007 as 
custoraers sought the safety of longer-term bank 
deposits. 
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Monagemenf s Discussion and Analysis (continued) 

The Bank's interest rate spread, which 
represents the difference between the weighted average 
yield on interest-earning assets and the weighted 
average cost of interest-bearing liabilities, increased 
shghtly to 2.91% at December 31, 2007 from 2.87% at 
December 31, 2006. The Bank's net interest margin, 
representing net interest incorae as a percentage of 
average interest-earning assets, increased slightly to 
3.06% as ofDeceraber 31, 2007, frora 3.02% as of 
Deceraber 31, 2006. Both increases are indicative ofthe 
Federal Reserve Bank's easing of the Fed Funds rates 
and the subsequent steepenning of the yield curve. 
Since the Bank is liability sensitive, as interest rates 
decrease, the Bank's interest rate spread and margin 
will increase. Although the Bank experienced a slight 
stabilizing of its spread and margin, the Bank's interest 
expense increased 27.09% compared to the increase in 
interest incorae of 17.73%. 

Allowance and Provision for Loan Losses 

At December 31, 2007 the allowance for loan losses 
was $5,181,471 compared to $3,975,122 at year- end 
2006. The increase comes frora the allowance for loan 
loss that carae with the acquisitions of First Brandon 
National Bank and First Community Bank. Through 
those acquisitions in 2007, Lake Sunapee Bank received 
allowances of $579,304 from First Brandon and 
$724,057 from First Community. Most of the activity in 
the allowance accounts in both 2007 and 2006 was 
attributable to the fee for service overdraft privilege 
program. Overdraft charge-offs were $273,871 in 2007 
compared to $391,821 in 2006. Loan charge-offs, 
excluding the overdrafts, were $125,567 in 2007 and 
$75,197 in 2006. Approximately $90,000 of the 2007 
loan loss came from residential mortgage loans while 
the remainder came from automobile and other 
consumer loans. Net charge-offs were $219,512 in 2007 
compared to $277,230 in 2006. The provision for loan 
loss was $122,500 in 2007 compared to $230,011 in 
2006. The lower level of both net charge-offs and 
provisions in 2007 is due to the decrease in overdraft 
charge-offs. The allowance for loan losses represented 
0.82% oftotal loans at December 31, 2007 compared to 
0.80% at the end of 2006. It reraained relatively 
constant as the acquired allowance kept pace with the 
portfolio growth frora the bank acquisitions. The 
provision for the overdraft program is driven by a policy 
to maintain that portion of the allowance at a level 
sufficient to cover 100% of the aggregate balance of 
accounts remaining negative for 30 days or more. All of 
the provisions in 2007, and most of the provisions in 
2006 were for overdrafts. Results of the adequacy tests 
showed the allowance remained at a sufficient level, 
given current conditions. On-going provisions are 
anticipated as overdraft charge-offs continue and the 
Bank adheres to the policy to raaintain an overdraft 
allowance equal to 100% of the aggregate negative 

balance of accounts reraaining negative for 30 days or 
raore. 

Loans classified for regulatory purposes as loss, 
doubtful, substandard or special mention do not result 
from trends or uncertainties that the Bank reasonably 
expects will materially impact future operating results, 
liquidity, or capital resources. Total classified loans, 
excluding special mention loans, as ofDeceraber 31, 
2007 and 2006, were $6,172,310 and $4,063,615 
respectively. The increase coraes frora the acquisition of 
some classified loans, the downgrading of some credits, 
and an increase in the araount of loans over 90 days 
past due. Special raention loans were $2,099,598 at 
December 31, 2007 compared to $890,554 at year-end 
2006. The increase results from changes in the risk 
rating ofsome loans. Those changes are a reflection of 
weaker cash flows as some borrowers operate with lower 
revenue and higher expenses. 

Loans 30 to 89 days past due were $8,291,466 and 
$1,511,770 at December 31, 2007 and 2006, respectively. 
Total non-performing loans amounted to $4,744,729 and 
$753,992 at December 31, 2007 and 2006, respectively. 
That increase is largely due to one coraraercial real 
estate loan on nonaccrual status. At year-end 2007, 
$3.8 million was considered impaired. That compares to 
$305,000 at the end of 2006. Loans over 90 days past 
due increased from $753,992 to $4,744,729 during 2007. 
This increase reflects an increased number of past due 
loans, as the acquisitions increased the total number of 
loans in the portfolio. As a percent of assets, non-
performing loans increased from 0.11% at the year-end 
2006 to 0.57% at December 31, 2007. Non-performing 
loans as a percent of total loans increased from 0.15% to 
0.75% at the end of 2007. At December 31, 2007 the 
Bank held $240,802 of other real estate owned and 
repossessed assets. The Bank had no other real estate 
owned or repossessed assets at year-end 2006. If all non-
accruing loans had been current in accordance with 
their terms during the years ended December 31, 2007 
and 2006, interest income on such loans would have 
amounted to approximately $64,200 and $39,600 
respectively. 

As ofDecember 31, 2007 there were no other loans 
not included in the tables below or discussed above 
where known information about possible credit 
problems of the borrowers caused management to have 
doubts as to the ability of the borrower to comply with 
present loan repayraent terms and which may result in 
disclosure of such loans in the future. 

At Deceraber 31, 2007 the Bank had $53,352 of 
"troubled debt restructurings" as defined in Statement 
of Accounting Standards No. 15, "Accounting by Debtors 
and Creditors for Troubled Debt Restructurings." At 
December 31, 2006 the Bank's portfolio did not include 
any "troubled debt restructurings." 
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Management's Discussion and Analysis (continued) 

Noninterest Income and Expense 

Total noninterest income increased $1,039,817, 
or 17.70%, to $6,914,377 for the twelve raonths ended 
Deceraber 31, 2007. 

• Custoraer service fees increased $758,697, or 
18.85%, due to an increased volume of 
transactions on the Bank's overdraft protection 
prograra, as well as new fees in the amount of 
approxiraately $375,000 contributed from the 
Bank's two acquired banks. 

• Net gain on sales and calls of securities 
decreased in the amount of $71,069, but was 
more than offset by Income on other 
investraents in the araount of $144,174, which 
was earned when the Bank exercised stock 
warrants on one of its subordinated debt 
investments. 

• Net gain on sale of loans increased $81,240, or 
10.63%, as the Bank's total of sold loans 
increased to $49.7 million during 2007 from 
$38.2 mfllion of sold loans during 2006. 

• Rental income increased in the amount of 
$96,614, or 17.38%, as the Bank's investment 
property purchased in 2005 and located in 
Hillsborough, NH realized a full year of rental 
incorae. 

• The realized gain in Charter Holding Corp. 
increased $34,998, or 18.48%, to $224,376 for 
the twelve months ended December 31, 2007, 
from $189,378 for the same period in 2006. 

• Brokerage service income increased slightly in 
the amount of $4,673, or 2.63%, to $182,089 for 
the year ended December 31, 2007. 

Total noninterest expenses increased $4,098,975, or 
24.80%, to $20,627,617 for the twelve months ended 
December 31, 2007, from $16,528,642 for the same 
period in 2006. One-time costs in the amount of 
approximately $1 million associated with the two 
acquisitions are included in the increase of noninterest 
expense. 

• Salaries and emplovee benefits increased 
$1,727,358, or 19.76%, to $10,469,900 for the 
twelve months ended December 31, 2007 from 
$8,742,542 for the same period in 2006. Gross 
salaries and benefits paid increased $1,546,446, 
or 15.80%, to $11,336,252 for the twelve months 
ended December 31, 2007, from $9,789,806 for 
the same period in 2006. In addition to normal 
salary and benefit increases, fifty new staff 

positions were added to the Bank as a result of 
the opening of a new branch office in Hanover, 
New Hampshire, and the acquisitions of the 
First Brandon and First Community. Total full 
time equivalents increased to 238 for the twelve 
months ended December 31, 2007, compared to 
188 for the same period in 2006. The deferral of 
expenses in conjunction with the origination of 
loans decreased $180,912, or 17.27%, to 
$866,852 for the twelve months ended 
December 31, 2007, from $1,047,264 for the 
same period in 2006. This decrease was due to 
lower costs associated with the origination of 
residential real estate mortgage loans in 2007 
compared to 2006, which results in a lower 
amount of deferred expenses associated with 
origination costs associated with salary and 
employee benefits. 

Occupancv and equipment expenses increased 
$717,716, or 27.18%, to $3,358,720 for the 
twelve months ended December 31, 2007 from$ 
2,641,004 for the same period in 2006 as the 
Bank absorbed expenses from operating eleven 
new branch offices as a result of the two 
acquisitions and the opening of the Hanover, 
New Hampshire branch. 

Advertising and proraotion increased in the 
amount of $82,339, or 25.64%, to $403,436 for 
the twelve months ended December 31, 2007 
from $321,097 for the same period in 2006, due 
to the promotion of the Bank's eleven new 
offices and increased media outlets associated 
with the Bank's enlarged geographical 
footprint. 

Professional fees increased $60,958, or 11.13% 
to $608,528 for the twelve months ended 
Deceraber 31, 2007 from $547,570 for the sarae 
period in 2006, due to expanded requirements 
associated with the Bank's audit and 
compliance programs. 

Data processing and outside services fees 
increased $155,189, or 24.24%, to $795,538 for 
the twelve months ended December 31, 2007 
from $640,349 for the same period in 2006, due 
to the increase of transactions associated with 
the Bank's two acquisitions. 

ATM processing fees increased $117,818, or 
29.52%, to $516,926 for the twelve months 
ended Deceraber 31, 2007 from $399,108 for the 
same period in 2006, due to the increase in 
ATM transactions, which were offset by fees 
generated from ATM transactions. 
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A^onogemenf's Discussion a n d Analysis (continued) 

• Amortization of raortgage servicing rights 
(MSR) in excess of mortgage servicing income 
decreased in the amount of $103,131, or 54.47%), 
to $86,189 for the twelve raonths ended 
December 31, 2007 from $189,320 for the same 
period in 2006, due to a lower volume of 
prepayraents of sold loans. 

• Other expenses increased in the amount of 
$1,254,456, or 46.54%, to $3,949,689 for the 
twelve months ended December 31, 2007 from 
$2,684,540 for the same period in 2006, due in 
part to increases in postage and telephone 
usage, as well as new expenses of 
approximately $460,000 associated with the 
Vermont franchise tax and the amortization of 
the core deposit intangible. In addition, one
time expenses in the amount of $222,000 
associated with the Bank's conversion of 

databases associated with the two acquisitions 
contributed to the increase in other expenses. 

Off-Balance Sheet Arrangements 

The Company is party to financial instruments 
with off-balance sheet risk in the normal course of 
business to meet the financing needs ofits custoraers. 
These financial instruraents include coramitments to 
originate loans, standby letters of credit and 
unadvanced funds on loans. The instruments involve, 
to varying degrees, elements of credit risk in excess of 
the amount recognized in the balance sheets. The 
contract amounts of those instruments reflect the extent 
of involvement the Company has in particular classes of 
financial instruments. Further detail on the financial 
instruments with off-balance sheet risk to which the 
Company is party is contained in Note 20 to the 
Consolidated Financial Statements. 
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HATSWlLL. MacLEaP^ k COMPANY, ¥M. 
GERT!F!EP PUBLIC ACCOONTANTS 

The Board ofDirectors 
New Hampshire Thrift Bancshares, Inc. 
Newport, New Hampshire 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

We have audited the accompanying consolidated balance sheets of New Hampshire Thrift Bancshares, Inc. and 
Subsidiaries as of December 31, 2008 and 2007 and the related consolidated statements of income, changes in 
shareholders' equity, comprehensive income and cash flows for each of the years in the three-year period ended 
December 31, 2008. These consolidated financial statements are the responsibility ofthe Company's management. 
Our responsibility is to express an opinion on these consolidated financial statements based on our audits. 

We conducted our audits in accordance with the standards ofthe Pubhc Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the consolidated financial statements are free ofmaterial misstatement. The Company is not required to 
have, nor were we engaged to perform, an audit ofits internal control over fmancial reporting. Our audit included 
consideration of intemal control over financial reporting as a basis for designing audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness ofthe 
Company's intemal control over financial reporting. Accordingly, we express no such opinion. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated fmancial statements. 
An audit also includes assessing the accounting principles used and significant estimates made by management, as 
well as evaluating the overall consolidated financial statement presentation. We believe that our audits provide a 
reasonable basis for our opinion. 

In our opinion, the consolidated financial stateinents referred to above present fairly, in all material respects, the 
consolidated financial position of New Hampshire Thrift Bancshares, Inc. and Subsidiaries as of December 31, 2008 
and 2007 and the consolidated results oftheir operations and their cash flows for each ofthe years in the three-year 
period ended December 31, 2008, in conformity with accounting principles generally accepted in the United States of 
America. 

Jj\atimtitff^,^-i>(fl. i- Ĉ KpAm^ p. c 
SHATSWELL, MacLEOD & COMPANY, P.C. 

West Peabody, Massachusetts 
March 31, 2009 

83PiNESTRErr « WEST Pa^ODY. MASSACHUSETTS 01960-3636 •TELfiPHWg (978) 836-0206 • FACSMItf 1978)835-9908 
smeeshalsw0H.com www.8hafsweU.com 
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New Hampshire Thrift Bancshares, Inc. and Subsidiaries 
Consolidated Balance Sheets 

As of Deceinber 31. 20Q8 2007 
ASSETS 

Cash and due from banks 
Federal Home Loan Bank ovemight deposit 

Total cash and cash equivalents 
Securities available-for-sale 
Federal Home Loan Bank stock 
Loans held-for-sale 
Loans receivable, net ofthe allowance for loan losses of $ 5,594,312 as of 

December 31, 2008 and $5,181,471 as of December 31, 2007 
Accmed interest receivable 
Premises and equipment, net 
Investments in real estate 
Other real estate owned 
Goodwill 
Intangible assets - core deposits 
Investment in partially owned Charter Holding Corp., at equity 
Bank owned life insurance 
Due from broker 
Other assets 

Total assets 

$ 22,561,691 

22,561,691 
81,988,488 
4,946,300 
1,937,750 

636,720,290 
2,715,864 

17,649,624 
3,587,020 

263,000 
27,293,470 

2,560,527 
3,135,895 
9,556,167 

20,868,360 
7.413.968 

$ 22,510,541 
11.524.000 
34,034,541 
86,810,003 
7,532,700 
2,507,880 

626,274,462 
2,853,558 

17,654,863 
3,512,126 

240,802 
27,293,470 

3,160,303 
3,152,232 
9,141,849 

10.041.053 
?R843.198.414 $834.209.842 

LIABILITIES AND SHAREHOLDERS' EQUITY 
LIABILITIES 

Deposits: 
Noninterest-bearing 
Interest-bearing 

Total deposits 
Federal Home Loan Bank advances 
Other borrowings 
Securities sold under agreements to repurchase 
Subordinated debentures 
Accmed expenses and other liabilities 

Total liabilities 

$ 45,968,057 
607.385.268 
653,353,325 

66,317,485 
2.157,500 

15,072,991 
20,620,000 
11.000.021 

$ 48,239,896 
604.712.121 
652,952,017 

63,386,874 
237,500 

15,440,993 
20,620,000 
8.905.135 

768.521.322 761.542.519 

Commitments and contingencies (Note 13) 

SHAREHOLDERS' EQUITY 
Cominon stock, $.01 par value, per share: 10,000,000 shares authorized, 

6,208,051 shares issued and 5,747,772 shares 
outstanding as of December 31, 2008 and 6,182,051 shares issued and 
5,726,772 shares outstanding as of December 31, 2007 

Paid-in capital 
Retained eamings 
Accumulated other comprehensive loss 
Treasury stock, 460,279 shares as of December 31, 2008 and 455,279 

shares as ofDecember 31, 2007 
Total shareholders' equity 
Total liabilities and shareholders' equity 

62,081 
45,756,112 
38,399,369 
(2,389,747) 

74.677.092 

61,821 
45,480,955 
35,982,392 
(1,768,076) 

(7.150.723) (7.089.769) 
72.667.323 

S843.198.414 $834.209.842 

The accompanying notes are an integral part ofthese consolidated financial statements. 
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New Hampshire Thrift Bancshares, Inc. and Subsidiaries 
Consolidated Statements of Income 

For the vears ended December 31. 2008 2007 2006 
INTEREST AND DIVIDEND INCOME 

Interest and fees on loans 
Interest on debt investments 

Taxable 
Dividends 
Other 

Total interest and dividend income 
INTEREST EXPENSE 

Interest on deposits 
Interest on advances and other borrowed money 
Interest on debentures 
Interest on securities sold under agreements to repurchase 

Total interest expense 
Net interest and dividend income 

PROVISION FOR LOAN LOSSES 
Net interest and dividend incoine after provision 

for loan losses 
NONINTEREST INCOME 

Customer service fees 
Net gain on sales and calls of securities 
Writedown ofsecurities 
Income on other investments 
Net gain on sales of loans 
(Loss) gain on sale of other real estate owned and fixed assets 
Rental income 
Realized gain in Charter Holding Corp. 
Brokerage service income 
Bank owned life insurance income 
Other income 

Total noninterest income 
NONINTEREST EXPENSES 

Salaries and employee benefits 
Occupancy and equipment expenses 
Advertising and promotion 
Professional services 
Data processing and outside services fees 
ATM processing fees 
Amortization of mortgage servicing rights in excess of 

mortgage servicing income 
Supplies 
Other expenses 

Total noninterest expenses 
INCOME BEFORE PROVISION FOR INCOME TAXES 
PROVISION FOR INCOME TAXES 
NET INCOME 

Eamings per common share 
Earnings per common share, assuming dilution 
Dividends declared per common share 

$37,570,672 

4,460,190 
329,877 
275.038 

42.635.777 

12,937,657 
2,226,556 
1,315,365 
234.470 

16.714.048 
25,921,729 
1,101.100 

24.820.629 

5,492,839 
909,919 
(879,720) 

-
838,400 
(59,878) 
675,256 
253,114 
85,301 

380,195 
1.672 

7,697.098 

12,190,464 
3,989,322 
483,429 
834,956 
982,407 
582,867 

25,843 
459,740 

5,069.301 
24.618.329 
7,899,398 
2.174.326 

S 5.725.072 

$ 1.00 
$ 0,99 
$ 0..52 

$34,257,504 

4,272,274 
539,418 
573.881 

39.643.077 

12,940,592 
4,506,663 
1,479,622 
453.738 

19.380.615 
20,262,462 

122.500 

20.139,962 

4,784,625 
-
-

144,174 
845,832 

-
652,562 
224,376 
182,089 
80,307 
412 

6.914.377 

10,469,900 
3,358,720 
403,436 
608,528 
795,538 
516,926 

86,189 
438,691 

3,949.689 
20,627,617 
6,426,722 
1.911.040 

S 4.515.682 

$ 0.93 
$ 0.92 
$ 0.52 

$28,400,440 

4,245,614 
617,628 
410,085 

33.673.767 

7,746,121 
5,525,067 
1,453,609 
525.097 

15,249,894 
18,423,873 

230,011 

18,193,862 

4,025,928 
71,069 

-
-

764,592 
82,633 

555,948 
189,378 
177,416 

-
7,596 

5,874,560 

8,742,542 
2,641,004 
321,097 
547,570 
640,349 
399,108 

189,320 
352,419 

2,695.233 
16.528.642 
7,539,780 
2,499,921 

S 5.039.859 

S 1.20 
$ 1.17 
iS 0.52 

The accompanying notes are an integral part ofthese consolidated financial statements. 
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New Hampshire Thrift Bancshares, Inc. and Subsidiaries 
Consolidated Statements of Changes in Shareholders' Equity 

For the vears ended December 31, 2008 2007 2006 
COMMON STOCK 

Balance, beginning ofyear 
Exercise ofstock options 26,000 shares in 2008, 68,758 shares in 

2007, 65,600 shares in 2006) 
Shares issued for acquisitions (1,819,713 shares) 

Balance, end ofyear 

PAID-IN CAPITAL 
Balance, beginning ofyear 
Increase on issuance ofcommon stock from the exercise of 

stock options 
Tax benefit for stock options 
Acquisition ofFirst Brandon 
Acquisition ofFirst Community 
Stock-based compensation (SFAS 123R) 

Balance, end ofyear 

RETAINED EARNINGS 
Balance, beginning ofyear 
Net income 
Cumulative effect ofa change in accounting principle - initial 

application of EITF Issue No. 06-4 
Cash dividends paid 

Balance, end ofyear 

ACCUMULATED OTHER COMPREHENSIVE LOSS 
Balance, beginning ofyear 
Net unrealized holding income on securities available-for-sale, 

net of tax effect 
Other comprehensive loss - pension plan 
Other comprehensive loss - derivative 
Other comprehensive loss - equity investment 
Adjustment to initially apply FASB Statement No. 158, net oftax 
Balance, end ofyear 

TREASURY STOCK 
Balance, beginning ofyear 
Shares repurchased (5,000 shares in 2008, 341,779 shares in 

2007 and 105,500 shares in 2006) 

Balance, end ofyear 

61,821 $ 42,936 $ 42,280 

260 688 656 
18,197 

$ 62.081 

$45,480,955 

248,865 
26,292 

$45,756,112 

% 61.821 

$17,930,597 

782,044 
47,911 

15,582,350 
11,138,053 

$45,480,955 

$ 42.936 

$17,025,045 

784,469 
93,033 

28,050 

$17,930,597 

$35,982,392 $33,941,729 $31,048,903 
5,725,072 4,515,682 5,039,859 

(320,034) 
(2,988.061) 

1,226,878 
(1,356,767) 
(480,741) 
(11,041) 

(2.475.019) 

60,050 
(120,570) 

(2.147.033) 

$38.399.369 $35.982.392 $33.941.729 

$(1,768,076) $(1,707,556) $(1,276,713) 

212,287 

(643.130) 
$(2.389.7471 $n.768.076i $n.707.5561 

$(7,089,769) $(1,798,300) $ (112,966) 

(60,954) (5.291,469) (1,685,334) 

$ (7.150.7231 $ (7.089.7691 $ (1.798.3001 

The accompanying notes are an integral part ofthese consolidated financial statements. 
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New Hampshire Thrift Bancshares, Inc. and Subsidiaries 
Consolidated Statements of Comprehensive Income 

For the vears ended December 31. 2008 2007 2006 
Net incoine 
Other comprehensive (loss) income, net of tax effect 

Comprehensive income 

$ 5,725,072 
(621.671) 

$4,515,682 
(60.520) 

$ 5.103.401 $4.455.162 

$5,039,859 
212.287 

$5.252.146 

Reclassification disclosure for the years ended December 31: 

2008 2007 2006 
Net unrealized holding gains on available-for-sale securities 
Reclassification adjustment for realized gains in net income 

Other comprehensive income before income tax effect 
Income tax expense 

Other comprehensive loss - pension plan 
Income tax benefit 

Change in fair value of derivatives used for cash flow hedges 
Income tax benefit 

Other comprehensive loss - equity investment 
Income tax benefit 

Other comprehensive (loss) income, net of tax 

$ 2,061,789 
(30.199) 

2,031,590 
(804.712) 
1.226.878 
(2,246,677) 

889.910 
(1.356.767) 
(796,061) 
315.320 
(480.741) 
(18,282) 
7.241 

(11.041) 

$ (621.671) 

$ 99,438 

99,438 
(39.388) 
60.050 

(199,652) 
79.082 

(120.570) 
-

_ 
-

_ 

$ (60.5201 

$ 422,595 
(71.069) 
351,526 
(139.239) 
212,287 

_ 

_ 
-

-

$ 212287 

Accumulated other comprehensive loss consists of the following as of December 31: 

2008 2007 2006 
Net unrealized holding gains (losses) on available-for-sale 

securities, net oftaxes 
Unrecognized net actuarial loss, defmed benefit pension plan, 

net of tax 
Unrecognized net loss, derivative, net of tax 
Unrecognized net loss, equity investment, net oftax 

Accumulated other comprehensive loss 

$ 222,502 

(2,120,467) 
(480,741) 

(11,041) 

$(1,004,376) 

(763,700) 

$(1,064,426) 

(643,130) 

$(2.389.7471 $(1.768.0761 $(1.707.556) 

The accompanying notes are an integral part of these consolidated financial statements. 
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New Hampshire Thrift Bancshares, Inc. and Subsidiaries 
Consolidated Statements of Cash Flows 

For the vears ended December 31. 2008 2007 2006 
Cash flows from operating activities: 

Net income 
Adjustments to reconcile net income to net cash provided 

by operating activities: 
Depreciation and amortization 
Net decrease in mortgage servicing rights 
Amortization ofsecurities, net 
Amortization ofdeferred expenses relating to issuance of 

capital securities and subordinated debentures 
Amortization of fair value adjustments, net (loans, deposits and 

borrowings) 
Amortization of core deposit intangible 
Net (increase) decrease in loans held-for-sale 
Writedown of other real estate 
Net gain on sales ofpremises, equipment, investment 

in real estate, other real estate owned and other assets 
Net gain on sales and calls of securities 
Writedown ofsecurities 
Increase in investment in Charter Holding Corp., at equity 
Provision for loan losses 
Deferred tax (benefit) expense 
Change in cash surrender value of life insurance 
(Increase) decrease in accmed interest receivable and other 

assets 
Change in deferred loan origination costs, net 
(Decrease) increase in accmed expenses and other liabilities 
Stock-based compensation expense 

Net cash provided by operating activities 

S 5,725,072 $ 4,515,682 $ 5,039,859 

1,521,290 
953,619 

8,541 

10,693 

273,863 
599,776 
570,130 
53,741 

59,878 
(909,919) 
879,720 
(1,945) 

1,101,100 
(681,082) 
(403,223) 

(340.816) 
123,037 

2,093,924 
-

11,637.399 

1,671,562 
227,113 
54,106 

10,694 

209,715 
307,697 
(737,380) 

-

-
-
-

(11,912) 
122,500 
(126,437) 
(104,597) 

373,777 
(128,158) 

(2,135,727) 
-

4.248.635 

1,346,924 
234,347 
541,592 

10,693 

12,074 
-

492,800 
-

(82,633) 
(71,069) 

-
(349) 

230,011 
187,120 

-

(1,073,340) 
48,835 

2,386,900 
28.050 

9.331.814 

Cash flows frora investing activities: 
Proceeds from sale of investment in real estate 
Proceeds from sale ofpremises and equipment 
Capital expenditures - investment in real estate 
Capital expenditures - software 
Capital expenditures - premises and equipment 
Proceeds from sales of securities available-for-sale 
Purchases of securities available-for-sale 
Proceeds from maturities of securities available-for-sale 
Purchases ofFederal Home Loan Bank stock 
Redemption ofFederal Home Loan Bank stock 
Redemption ofFederal Reserve Bank stock 
Loan originations and principal collections, net 
Purchases of loans 

Recoveries of loans previously charged off 
Proceeds from sales ofother real estate 
Purchases of limited partnerships 
Purchase of other investments 
Purchase of bank owned life insurance 
Premium paid on life insurance policies 
Cash and cash equivalents acquired from First Brandon and 

First Community, net of expenses paid of $1,320,347 

Net cash provided by (used in) investing activities 

16,000 
(164,692) 
(191,779) 

(1,381,003) 
20,191,593 

(76,008,596) 
41,823,406 

(660,700) 
3,247,100 

(10,918,367) 
(1,326,296) 

230,744 
173,318 

(11,095) 

(54,896) 
(26,213) 

(1,762,264) 

(13,017,831) 
37,980,100 

759,500 
12,000 

(2,639,379) 
(2,173,433) 

182,926 

(246,288) 

(5,000,000) 
(11,095) 

7.678,405 

269,590 

(1,528,131) 
(133,458) 

(2.437,842) 
5,071,069 
(6,393,630) 
23,276,394 
(1,833,100) 

(23,883,291) 
(6,158,678) 

189,788 

(2,000,000) 

(24.980.3671 21.681,532 (15.561,289) 
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New Hampshire Thrift Bancshares, Inc. and Subsidiaries 
Consolidated Statements ofCash Flows 

(Continued) 
For the vears ended December 31. 2008 2007 2006 

(11,904,868) 
47,270,927 

617,000 
10,000,000 

(70,848,726) 
237,500 

4,789,517 
(5,291,469) 
(2,475,019) 

782,732 

(43,261,994) 
44,130,910 

(25,000,000) 
65,000,000 

(20,000,000) 

(2,990,853) 
(1,685,334) 
(2,147,033) 

785,125 

Cash flows from financing activities: 
Net decrease in demand deposits, savings and NOW accounts 2,700,885 
Net increase in time deposits (2,484,827) 
Increase (decrease) in short-term advances from Federal Home Loan Bank 4,383,000 
Principal advances from Federal Home Loan Bank 60,000,000 
Repayment of advances from Federal Home Loan Bank (61,481,048) 
Increase in other borrowed funds 2,000,000 
Repayment of other borrowed fimds (80,000) 
Net (decrease) increase in repurchase agreements (368,002) 
Repurchase of treasury stock (60,954) 
Dividends paid (2,988,061) 
Proceeds from exercise of stock options 249.125 

Net cash (used in) provided by financing activities 

NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS 
CASH AND CASH EQUIVALENTS, beginning ofyear 
CASH AND CASH EQUIVALENTS, end ofyear 

SUPPLEMENTAL DISCLOSURES OF CASH FLOW 
INFORMATION 

Interest paid 
Incorae taxes paid 
Loans transferred to other real estate owned 
Investment in real estate transfeixed to premises and equipment 
Increase in due from broker 

First Brandon Financial Corporation and First Community Bank acquisitions: 

Cash and cash equivalents acquired 
Available-for-sale securities 
Federal Home Loan Bank stock 
Federal Reserve Bank stock 
Net loans acquired 
Premises and equipment acquired 
Investment in real estate acquired 
Accmed interest receivable 
Bank owned life insurance policies 
Other assets acquired 
Core deposit intangible 

Deposits assumed 
Federal Home Loan Bank borrowings assumed 
Securities sold under agreements to repurchase assumed 
Other liabilities assumed 

Net assets acquired 

Merger costs 

1,870,118 

(11,472,850) 
34.034,541 

$22,561,691 

$17,216,587 
$ 2.966.932 
$ 284.000 

$ 
$20,868,360 

(26,822,406) 

(892,239) 
34.926,780 

$34.0.34.541 

$19,392,958 
$ 2.098.875 
$ 240.802 
$ 4.425 
$ 

14.830,821 

8,601,346 
26.325,434 

,$34,926,780 

$14,744,455 

$ 2.340.035 
$ 
$ 
$ 

$ 16,421,746 
20,854,637 

751,600 
12,000 

129,230,384 
4,283,792 

309,819 
770,286 

3,530,790 
629,581 

3.468,000 
180.262,635 
151,964,388 

3,607,095 
1,769,612 
2,593.053 

159,934,148 
20,328,487 

35,481,941 

Goodwill $ 15.1.53.454 

The accompanying notes are an integral part ofthese consolidated financial statements. 
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NOTE 1. Summary of significant accounting policies: 

Nature of operations - New Hampshire Thrift Bancshares, Inc. (Company) is a savings and loan holding 
company headquartered in Newport, New Hampshire. The Company's subsidiary. Lake Sunapee Bank, fsb 
("Bank"), a federal stock savings bank, operates twenty eight branches primarily in Grafton, Hillsborough, Sidlivan, 
and Merrimack Counties in west central New Hampshire and Rutiand and Windsor Counties in Vermont. Although 
the Company has a diversified portfolio, a substantial portion ofits debtors' abilities to honor their contracts is 
dependent on the economic health ofthe region. Its primary source ofrevenue is providing loans to customers who 
are predominately small and middle-market businesses and individuals. 

Use of estimates in the preparation of financial statements - The preparation of financial statements in 
conformity with accounting principles generally accepted in the United States of America requires management to 
make estimates and assumptions that affect the reported amounts ofassets and liabilities and disclosure of 
contingent assets and liabilities at the date ofthe financial statements and the reported amounts ofrevenues and 
expenses during the reporting period. Actual results could differ from those estimates. 

Principles of consolidation - The consolidated financial statements include the accounts of the Company, 
the Bank, Lake Sunapee Group, Inc. (LSGI), which owns and maintains all buildings, and Lake Sunapee Financial 
Services Corp. (LSFSC), which was formed to handle the flow offunds from the brokerage services. LSGI and 
LSFSC are wholly-owned subsidiaries of the Bank. All significant intercompany accounts and transactions have 
been eliminated in consolidation. 

NHTB Capital Tmst II and NHTB Capital Trust III, affiliates of the Company, were formed to sell capital 
securities to the public through a third party tmst pool. In accordance with Financial Accounting Standards Board 
(FASB) Interpretation No. 46(R), "Consolidation of Variable Interest Entities" ("FIN 46(R)"), the subsidiaries have 
not been included in the consolidated financial statements. 

Cash and cash equivalents - For purposes ofreporting cash flows, the Company considers cash and due 
from banks and Federal Home Loan Bank (FHLB) ovemight deposit to be cash equivalents. Cash and due from 
banks as of Deceraber 31, 2008 and 2007 includes $7,946,000 and $7,413,000, respectively which is subject to 
withdrawal and usage restrictions to satisfy the reserve requirements ofthe Federal Reserve Bank and PNC Bank. 

Securities available-for-sale - Available-for-sale securities consist of bonds, notes, debentures, and certain 
equity securities. Unrealized holding gains and losses, net oftax, on available-for-sale securities are reported as a 
net amotmt in a separate component of shareholders' equity until realized. Gains and losses on the sale of available-
for-sale securities are determined using the specific-identification method. Declines in the fair value of individual 
available-for-sale securities below their cost that are deemed to be other than temporary result in write-downs of the 
individual securities to their fair value. 

Securities held-to-maturity - Bonds, notes and debentures which the Company has the positive intent and 
ability to hold to maturity are reported at cost, adjusted for premiums and discounts recognized in interest income 
using the interest method over the period to maturity. Declines that are other than temporary in the fair value of 
individual held-to-maturity securities below their cost result in write-downs of the individual securities to their fair 
value. No write-downs have occurred for securities held-to-raaturity. 

Securities held for trading - Trading securities are carried at fair value on the consolidated balance sheets. 
Unrealized holding gains and losses for trading securities are included in earnings. 
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NOTE 1. Summary of significant accounting policies: (continued) 

Investment in Charter Holding Corp. - As of December 31, 1999, the Company had an investment of 
$79,999 in the common stock of Charter Holding Corp. (CHC). This investment was included in other investments 
on the consolidated balance sheet and was accounted for under the cost method of accounting for investments. On 
October 2, 2000, the Bank and two other New Hampshire banks acquired CHC and Phoenix New England Tmst 
Company (PNET) from the Phoenix Home Life Mutual Insurance Company of Hartford, Connecticut. 
Contemporaneous with the acquisition, CHC and PNET merged under the continuing name of Charter Holding 
Corp. with assets ofapproximately $1.7 billion under management. As a result ofthe acquisitions and merger, the 
Bank and each ofthe other two banks own one-third of CHC at an additional cost of $3,033,337 each. 
Headquartered in Concord, New Hampshire, CHC provides tmst and investment services from eight offices across 
New Hampshire, as well as one in Biddeford, Maine. Charter New England Agency, a subsidiary of CHC, provides 
life insurance, fixed and variable annuities and mutual ftind products, in addition to flill brokerage services through 
a broker/dealer affiliation with Jefferson-Pilot. 

Goodwill resulting from the acquisition was "pushed down" to the financial statements of CHC. 

The Bank uses the equity method of accounting to account for its investment in CHC. An investor using 
the equity method initially records an investment at cost. Subsequently, the carrying amount ofthe investment is 
increased to reflect the investor's share oflncome ofthe investee and is reduced to reflect the investor's share of 
losses ofthe investee or dividends received from the investee. The investor's share ofthe income or losses ofthe 
investee is included in the investor's net incoine as the investee reports them. Adjustments similar to those made in 
preparing consolidated fmancial statements, such as elimination of intercompany gains and losses, also are 
applicable to the equity method. 

At December 31, 2008 and 2007 the carrying amount ofthe Company's investment in CHC equalled the 
amount ofthe Bank's underlying equity in the net assets of CHC. 

Loans held-for-sale - Mortgage loans originated and intended for sale in the secondary market are carried 
at the lower of cost or estimated market value in the aggregate. Net unrealized losses are recognized through a 
valuation allowance by charges to income. No losses have been recorded. 

Nonaccrual loans - Residential real estate loans and consumer loans are placed on nonaccrual status when 
they become 90 days past due. Commercial loans are placed on nonaccmal status when they become 90 days past due 
or when it becomes probable that the Bank will be unable to collect all amounts due pursuant to the terms ofthe loan 
agreeinent. When a loan has been placed on nonaccrual status, previously accmed interest is reversed with a charge 
against interest income on loans. Interest received on nonaccrual loans is generally booked to interest income on a 
cash basis. Residential real estate loans and consumer loans generally are retumed to accmal status when they are no 
longer over 90 days past due. Commercial loans are generally retumed to accmal status when the collectibility of 
principal and interest is reasonably assured. 

Allowance for loan losses - The allowance for loan losses is established as losses are estimated to have 
occurred through a provision for loan losses charged to eamings. Loan losses are charged against the allowance 
when management believes the uncollectibility of a loan balance is confirmed. Subsequent recoveries, if any, are 
credited to the allowance. 

The allowance for loan losses is evaluated on a regular basis by management and is based upon 
management's periodic review ofthe collectibility ofthe loans in light of historical experience, the nature and 
volume ofthe loan portfolio, adverse situations that may affect the borrower's ability to repay, estiniated value of 
any underlying collateral and prevailing economic conditions. This evaluation is inherently subjective as it requires 
estimates that are susceptible to significant revision as more information becomes available. 
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NOTE 1. Summary of significant accounting policies: (continued) 

A loan is considered impaired when, based on ciurent information and events, it is probable that the 
Company will be unable to collect the scheduled payments ofprincipal or interest when due according to the 
contractual terms ofthe loan agreement. Factors considered by management in determining impairment include 
payment stahis, collateral value, and the probability of collecting scheduled principal and interest payments when 
due. Loans that experience insignificant payment delays and payment shortfalls generally are not classified as 
impaired. Management determines the significance of payment delays and payment shortfalls on a case-by-case 
basis, taking into consideration all ofthe circumstances surrounding the loan and the borrower, including the length 
ofthe delay, the reasons for the delay, the borrower's prior payment record, and the amount of the shortfall in 
relation to the principal and interest owed. Impainnent is measured on a loan by loan basis for commercial and 
constmction loans by either the present value of expected ftiture cash flows discounted at the loan's effective 
interest rate, the loan's obtainable market price, or the fair value ofthe collateral ifthe loan is collateral dependent. 

Large groups of smaller balance homogeneous loans are collectively evaluated for impairment. 
Accordingly, the Company does not separately identify individual consumer and residential loans for impairment 
disclosures. 

Deferred loan origiaation fees - Loan origination, commitment fees and certain direct origination costs 
are deferred, and the net amount is being amortized as an adjustment ofthe related loan's yield. The Company is 
amortizing these amounts over the contractual life of the related loans. 

Loan servicing - For loans sold after December 31, 1995 with servicing retained, the Company recognizes 
as separate assets from their related loans the rights to service mortgage loans for others, either through acquisition 
of those rights or from the sale or securitization ofloans with the servicing rights retained on those loans, based on 
their relative fair values. To determine the fair value of the servicing rights created, the Company uses the market 
prices under comparable servicing sale contracts, when available, or altematively uses a valuation model that 
calculates the present value of futiu-e cash flows to determine the fair value ofthe servicing rights. In using this 
valuation method, the Company incorporates assumptions that market participants would use in estimating future 
net servicing income, which includes estimates of the cost of servicing loans, the discount rate, ancillary income, 
prepayment speeds and default rates. 

Mortgage servicing rights are amortized in proportion to, and over the period of, estimated net servicing 
revenues. Refinance activities are considered in estimating the period of net servicing revenues. Impairment of 
mortgage servicing rights is assessed based on the fair value of those rights. Fair values are estimated using 
discounted cash flows based on a current inarket interest rate. For purposes of measuring impairment, the rights are 
stratified based on the interest rate risk characteristics ofthe underlying loans. The amount of impairment 
recognized is the amount by which the capitahzed mortgage servicing rights for a stratum exceed their fair value. 

Concentration ofcredit risk - Most ofthe Company's business activity is with customers located within 
the state. There are no concentrations ofcredit to borrowers that have similar economic characteristics. The 
majority ofthe Company's loan portfolio is comprised ofloans collateralized by real estate located in the state of 
New Hampshire. 

Premises and equipment - Company premises and equipment are stated at cost, less accumulated 
depreciation. Depreciation is computed using straight-line and accelerated methods over the estimated usefiil lives 
ofthe assets. Estimated lives are 5 to 40 years for buildings and premises and 3 to 15 years for furniture, fixhires 
and equipment. Expenditures for replacements or major improvements are capitalized; expenditures for nonnal 
maintenance and repairs are charged to expense as incurred. Upon the sale or retirement of company premises and 
equipment, the cost and accumulated depreciation are removed from the respective accounts and any gain or loss is 
included in income. 

Investment in real estate - Investment in real estate is carried at the lower of cost or estimated fair value. 
The buildings are being depreciated over their useful lives. The properties consist ofthree buildings that the 
Company rents for commercial purposes. Rental income is recorded in income when received and expenses for 
maintaining these assets are charged to expense as incurred. 
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NOTE 1. Summary of significant accounting policies: (continued) 

Real estate owned and property acquired in settlement of loans - The Company classifies loans as in-
substance repossessed or foreclosed ifthe Company receives physical possession ofthe debtor's assets regardless of 
whether fonnal foreclosure proceedings take place. At the time of foreclosure or possession, the Company records 
the property at the lower of fair value minus estimated costs to sell or the outstanding balance ofthe loan. All 
properties are periodically reviewed and declines in the value of the property are charged against income. 

Earnings per share - Basic eamings per share excludes dilution and is computed by dividing income 
available to common stockholders by the weighted-average number of common shares outstanding for the period. 
Diluted eamings per share, if applicable, reflects the potential dilution that could occur if securities or other 
contracts to issue common stock were exercised or converted into common stock or resulted in the issuance of 
common stock that then shared in the eamings ofthe entity. 

Advertising - The Company directly expenses costs associated with advertising as they are incurred. 

Income taxes - The Company recognizes income taxes under the asset and liability method. Under this 
method, deferred tax assets and liabilities are established for the temporary differences between the accounting basis 
and the tax basis ofthe Company's assets and liabilities at enacted tax rates expected to be in effect when the 
amounts related to such temporary differences are realized or settled. 

Fair value offinancial instruments - The following methods and assumptions were used by the Company 
in estimating fair values offinancial instmments as disclosed herein: 

Cash and cash equivalents - The carrying amounts of cash and cash equivalents approximate their fair value. 
Available-for-sale securities - Fair values for available-for-sale securities are based on quoted market prices. 
Other investments - The carrying amounts ofother investments approximate their fair values. 
Loans held-for-sale - Fair values of loans held-for-sale are based on estimated market values. 
Loans receivable - For variable-rate loans that reprice frequently and have no significant change in credit 

risk, fair values are based on carrying values. Fair values for all other loans are estimated using discounted 
cash flow analyses, using interest rates currently being offered for loans with similar terms to borrowers of 
similar credit quality. Fair values for impaired loans are estimated using discounted cash flow analyses or 
underlying collateral values, where applicable. 

Due from broker - The carrying amount of due from broker approximates fair value. 
Investment in unconsolidated subsidiaries - Fair value of investment in unconsolidated subsidiary is estimated 

using discounted cash flow analyses, using interest rates currently being offered for similar investments. 
Accrued interest receivable - The carrying amounts of accmed interest receivable approximate their fair 

values. 
Deposit liabilities - The fair values disclosed for demand deposits are, by definition, equal to the amount 

payable on demand at the reporting date (that is, their carrying amounts). The carrying amounts of 
variable-rate, fixed term money-market accounts and certificates of deposits (CD's) approximate their fair 
values at the reporting date. Fair values for fixed-rate CD's are estimated using a discounted cash flow 
calculation that applies interest rates currently being offered on certificates to a schedule of aggregated 
expected monthly maturities on time deposits. 

Federal Home Loan Bank advances - Fair values for FHLB advances are estimated using a discounted cash 
flow technique that applies interest rates currently being offered on advances to a schedule of aggregated 
expected monthly maturities on FHLB advances. 

Other borrowed funds - The carrying amounts ofother borrowed ftinds approximate their fair values. 
Securities sold under agreements to repurchase - The carrying amounts of securities sold under agreements 

to repurchase approximate their fair values. 
Subordinated debentures - Fair values of subordinated debentures are estimated using discounted cash flow 

analyses, using interest rates currently being offered for debentures with similar terms. 
Derivative financial instruments - Fair values for interest rate swap agreements are based upon the amounts 

required to settle the contracts. 
Off-balance sheet instruments - Fair values for loan conimitments have not been presented as the ftihire 

revenue derived from such financial instmments is not significant. 
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NOTE 1. Summary of significant accounting policies: (continued) 

Interest rate swap agreement - For asset/liability management purposes, the Company uses interest rate 
swap agreements to hedge various exposures or to modify interest rate characteristics of various balance sheet 
accounts. Such derivatives are used as part ofthe asset/liability management process and are linked to specific 
assets or liabilities, and have high correlation between the contract and the underlying item being hedged, both at 
inception and throughout the hedge period. 

The Company utilizes interest rate swap agreements to convert a portion ofits variable-rate debt to a fixed 
rate (cash flow hedge). Interest rate swaps are contracts in which a series of interest rate flows are exchanged over a 
prescribed period. The notional amount on which the interest payments are based is not exchanged. 

The effective portion of the gain or loss on a derivative designated and qualifying as a cash flow hedging 
instmment is initially reported as a component ofother comprehensive income and subsequently reclassified into 
earnings in the same period or periods during which the hedged transaction affects eamings. The ineffective portion 
ofthe gain or loss on the derivative instmment, ifany, is recognized currently in eamings. 

Interest rate derivative financial instmments receive hedge accounting treatment only if they are designated 
as a hedge and are expected to be, and are, effective in substantially reducing interest rate risk arising from the 
assets and liabilities identified as exposing the Company to risk. Those derivative financial instruments that do not 
meet the hedging criteria discussed below would be classified as trading activities and would be recorded at fair 
value with changes in fair value recorded in income. Derivative hedge contracts must meet specific effectiveness 
tests (i.e., over time the change in their fair values due to the designated hedge risk must be within 80 to 125 percent 
ofthe opposite change in the fair values ofthe hedged assets or liabilities). Changes in fair value ofthe derivative 
financial instmments must be effective at offsetting changes in the fair value of the hedged items due to the 
designated hedge risk during the term of the hedge. Further, if the underlying financial instrument differs from the 
hedged asset or liability, there must be a clear economic relationship between the prices ofthe two financial 
instmments. If periodic assessment indicates derivatives no longer provide an effective hedge, the derivatives 
contracts would be closed out and settled or classified as a trading activity. 

Hedges of variable-rate debt are accounted for as cash flow hedges, with changes in fair value recorded in 
other assets or liabilities and other comprehensive income. The net settlement (upon close out or termination) that 
offsets changes in the value of the hedged debt is deferred and amortized into net interest income over the life of the 
hedged debt. The portion, ifany, ofthe net settlement amount that did not offset changes in the value ofthe hedged 
asset or liability is recognized immediately in non-interest income. 

Cash flows resulting from the derivative financial instruments that are accounted for as hedges of assets 
and liabilities are classified in the cash flow statement in the same category as the cash flows ofthe items being 
hedged. 

Stock based compensation - At December 31, 2008, the Company has three stock-based employee 
compensation plans. The Company accoimts for those plans under SFAS 123R. $28,050 in stock-based employee 
compensation cost was recognized for its fixed stock option plans during the year ended December 31, 2006. 

Recent accounting pronouncements - In June 2006, the Financial Accounting Standards Board (FASB) 
issued Interpretation No. 48, "Accounting for Uncertainty in Income Taxes - an interpretation of FASB Statement 
109" (FIN 48). FIN 48 prescribes a recognition threshold and measurement attribute for the financial statement 
recognition and measurement ofa tax position taken, or expected to be taken, in a tax retum and provides guidance 
on derecognition, classification, interest and penalties, accounting in interim periods, disclosure and transition. FIN 
48 is effective for fiscal years beginning after December 15, 2007. The Company's adoption of FIN 48 did not have 
a material impact on its financial statements. 
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NOTE 1. Summary of significant accounting policies: (continued) 

In September 2006, the FASB ratified the consensus reached by the Emerging Issues Task Force ("EITF") 
on Issue No. 06-4 "Accounting for Deferred Coinpensation and Postretirement Benefit Aspects of Endorsement 
Split-Dollar Life Insurance Arrangements," (EITF Issue 06-4). EITF 06-4 requires companies with an endorsement 
split-dollar life insurance arrangement to recognize a liability for ftiture postretirement benefits. The effective date 
is for fiscal years beginning after December 15, 2007, with earlier application permitted. The Company should 
recognize the effects of applying this issue through either (a) a change in accounting principle through a cumulative 
effect adjustment to retained earnings or (b) a change in accounting principle through retrospective application to all 
periods. The adoption ofthe new issue did not have a material impact on the Company's financial position, results 
ofoperations or cash flows. See Note 13 - Employee benefit plans. 

In September 2006, the FASB issued SFAS No. 157, "Fair Value Measurements" (SFAS 157). SFAS No. 
157 defines fair value, establishes a framework for measuring fair value under generally accepted accounting 
principles (GAAP) and expands disclosures about fair value measurements. The FASB's FSP FAS 157-2, 
"Effective Date of FASB Statement No. 157", defers until January 1, 2009, the application of SFAS 157 to 
nonfinancial assets and nonfinancial liabilities not recognized or disclosed at least annually at fair value. This 
includes nonfinancial assets and nonfinancial liabilities initially measured at fair value in a business combination or 
other new basis event, but not measured at fair value in subsequent periods. The Company adopted this statement 
on January I, 2008. See Note 15 - Fair value measurements for additional information. 

In Febmary 2007, the FASB issued SFAS No. 159, "The Fair Value Option for Financial Assets and 
Financial Liabilities - Including an araendment of FASB Statement No. 115" (SFAS 159). SFAS 159 pemiits 
entities, at specified election dates, to choose to measure certain financial instmments at fair value that are not 
currently required to be measured at fair value. The fair value option is applied on an instmment-by-instmment 
basis, is irrevocable and can only be applied to an entire instiument and not to specified risks, specific cash flows, or 
portions of that instrument. Unrealized gains and losses on items for which the fair value option has been elected 
will be reported in eamings at each subsequent reporting date and upfront fees and costs related to those items will 
be recognized in eamings as incurred and not deferred. SFAS No. 159 is effective in fiscal years beginning after 
November 15, 2007 and may not be applied retrospectively. The adoption ofthe new standard did not have a 
material impact on the Company's financial position, results ofoperations or cash flows. See Note 15 - fair value 
measurements for additional information. 

In December 2007, the FASB issued SFAS No. 160, "Noncontrolling Interests in Consolidated Financial 
Statements and Amendment of ARB No. 51 ("SFAS No. 160"). The new pronouncement requires all entities to 
report noncontrolling (minority) interests in subsidiaries as a component of shareholders' equity. SFAS No. 160 
will be effective for fiscal years beginning after December 15, 2008. Early adoption is prohibited. Management 
does not anticipate that this statement will have a material impact on the Company's financial condition and results 
ofoperations. 

In December 2007, the FASB issued SFAS No. 141 (Revised 2007), "Business Combinations" (SFAS 
141(R)). SFAS 141(R) will significantiy change the accounting for business combinations. Under SFAS 141(R), 
an acquiring entity will be required to recognize all the assets acquired and liabilities assumed in a transaction at the 
acquisition-date fair value with limited exceptions. It also amends the accounting treatment for certain specific 
items including acquisition costs and non controlling minority interests and includes a substantial number ofnew 
disclosure requirements. SFAS 141(R) applies prospectively to business combinations for which the acquisition 
date is on or after January 1, 2009. The Company does not expect the adoption ofthis statement to have a material 
impact on its financial condition and results of operations. 

In Febmary 2008, the FASB issued FSP FAS 140-3, "Accounting for Transfers ofFinancial Assets and 
Repurchase Financing Transactions." This FSP provides guidance on how the transferor and transferee should 
separately account for a transfer ofa financial asset and a related repurchase financing if certain criteria are met. 
This guidance will be effective January 1, 2009. The adoption ofthis new FSP is not expected to have a material 
effect on the Company's results ofoperations or financial position. 
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NOTE 1. Summary of significant accounting policies: (continued) 

In March 2008, the FASB issued SFAS No. 161, "Disclosures about Derivative Instmments and Hedging 
Activities-an amendment of FASB Statement No. 133" (SFAS 161). SFAS 161 changes the disclosure 
requirements for derivative instruments and hedging activities. Entities are required to provide enhanced 
disclosures about (a) how and why an entity uses derivative instruments, (b) how derivative instmments and related 
hedged items are accounted for under Statement 133 and its related interpretations, and (c) how derivative 
instruments and related hedged items affect an entity's financial position, financial performance, and cash flows. 
The guidance in SFAS 161 is effective for financial statements issued for fiscal years and interim periods beginning 
after November 15, 2008, with early application encouraged. This statement encourages, but does not require, 
comparative disclosures for earher periods at initial adoption. The Company does not expect the adoption ofthis 
statement to have a material impact on its financial condition and results of operations. 

In April 2008, the FASB issued FSP FAS 142-3, "Determination ofthe Useftil Life of Intangible Assets." 
This FSP provides guidance as to factors considered in developing renewal or extension assumptions used to 
determine the useful life of a recognized intangible asset under SFAS 142, "Goodwill and Other Intangible Assets." 
This guidance will be effective January I, 2009. The adoption is not expected to have a material effect on the 
Company's results ofoperations or financial position. 

In May 2008, the FASB issued SFAS No. 162, "The Hierarchy ofGenerally Accepted Accounting Principles." 
This standard formalizes minor changes in prioritizing accounting principles used in the preparation of fmancial 
stateinents that are presented in conformity with GAAP. This standard became effective November 18, 2008. 

NOTE 2. Issuance of Capital Securities: 

On March 30, 2004, NHTB Capital Tmst II ("Trust II"), a Connecticut statutory trust formed by the 
Company, completed the sale of $10.0 million of Floating Capital Securities, adjustable every three months at 
LIBOR plus 2.79% ("Capital Securities IF'). Tmst II also issued common securities to the Company and used the 
net proceeds from the offering to purchase a like amount of Jimior Subordinated Deferrable Interest Debentures 
("Debentures II") ofthe Company. Debentures II are the sole assets of Tmst II. The Company used a portion ofthe 
proceeds to redeem the balance of securities issued by NHTB Capital Trust I, which were callable on September 30, 
2004. The balance ofthe proceeds of Tmst II are being used for general corporate purposes. Total expenses 
associated with the offering of $160,402 are included in other assets and are being amortized on a straight-line basis 
over the life of Debentures II. 

Capital Securities II accrue and pay distributions quarterly based on the stated liquidation amount of $10 
per Capital Security. The Company has ftilly and unconditionally guaranteed all ofthe obligations of Trust II. The 
guaranty covers the quarterly distributions and payments on liquidation or redemption of Capital Securities II, but 
only to the extent that Tmst II has funds necessary to raake these payments. 

Capital Securities II are mandatorily redeemable upon the maturing of Debentures II on March 30, 2034 or 
upon earlier redemption as provided in the Indenture. The Company has the right to redeem Debentures II, in whole 
or in part on or after March 30, 2009 at the liquidation amount plus any accmed but unpaid interest to the 
redemption date. 

On March 30, 2004, NHTB Capital Tmst III ("Tmst III"), a Connecticut statutory tmst formed by the 
Company, completed the sale of $ lO.O million of 6.06%o, 5 Year Fixed-Floating Capital Securities ("Capital 
Securities III"). Tmst III also issued common securities to the Company and used the net proceeds from the 
offering to purchase a like amount of 6.06%o Junior Subordinated Deferrable Interest Debentures ("Debentures III") 
ofthe Coinpany. Debentures III are the sole assets of Tmst III. The Company used the proceeds to redeem the 
securities issued by NHTB Capital Tmst I, a wholly owned subsidiary of the Company, which were callable on 
September 30, 2004. Total expenses associated with the offering of $ 160,402 are included in other assets and are 
being amortized on a straight-line basis over the life of Debentures III. 
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NOTE 2. Issuance of Capital Securities: (continued) 

Capital Securities III accme and pay distributions quarterly at an annual rate of 6.06''/o for the first 5 years 
of the stated liquidation amount of $ 10 per Capital Security. The Company has fully and unconditionally 
guaranteed all ofthe obligations ofthe Tmst. The guaranty covers the quarterly distributions and payments on 
liquidation or redemption of Capital Securities III, but oniy to the extent that the Tmst has funds necessary to make 
these payments. 

Capital Securities III are mandatorily redeemable upon the maturing of Debenftires III on March 30, 2034 
or upon earlier redemption as provided in the Indenture. The Company has the right to redeem Debentures III, in 
whole or in part on or after March 30, 2009 at the hquidation amount plus any accrued but unpaid interest to the 
redemption date. 

On May I, 2008, the Company entered into an interest rate swap agreement with PNC Bank to convert the 
floating rate payments on Tmst 11 to fixed rate payments. The terms of the interest rate swap agreement are as 
follows: 

Notional amount: 
Trade date: 
Effective date: 
Termination date: 
Fixed rate payer: 
Payment dates: 
Fixed rate: 
Floating rate payer: 
Payment dates: 
Index; 

$10,000,000 
May 1,2008 
June 17, 2008 
June 17, 2013 
New Hampshire Thrift Bancshares 
Quarterly 
6.65% 
PNC Bank 
Quarterly 
Three month LIBOR 

NOTE 3. Securities: 

Debt and equity securities have been classified in the consolidated balance sheets according to 
management's intent. 

The amortized cost ofsecurities and their approximate fair values are summarized as follows; 

Available-for-sale: 
December 31, 2008: 

Bonds and notes -
U. S. Govemment, including agencies 
Mortgage-backed securities 
Asset-backed securities 
Other bonds and debentures 
Preferred stock with maturities 

Equity securities 
Total available-for-sale 

Amortized 
Cost 

Gross 
Unrealized 

Gains 

Gross 
Unrealized 

Losses 
Fair 

Value 

$13,015,080 
59,209,471 

1,499,732 
2,401,098 
5,000,000 

494.666 
$81,620,047 

$ 157,733 
1,334,771 

-
71,120 

-
540 

$1,564,164 

$ 
40,545 

305,642 
-

722,000 
127.536 

$1,195,723 

$13,172,813 
60,503,697 

1,194,090 
2,472,218 
4,278,000 

367.670 
$81,988,488 
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NOTE 3. Securities: (continued) 

vailable-for-sale: 
December 31,2007: 

Bonds and notes -
U. S. Govemment, including agencies 
Mortgage-backed securities 
Asset-backed securities 
Other bonds and debentures 
Preferred stock with maturities 

Equity securities 
Total available-for-sale 

Amortized 
Cost 

$21,516,957 
50,945,486 

1,499,688 
8,136,635 
5,000,000 
1.374.386 

$88,473,152 

Gross 
Unrealized 

Gains 

$ 11,632 
130,641 

3,403 
20,628 

-
100.814 

$ 267.118 

Gross 
Unrealized 

Losses 

$ 13,548 
604,756 

-
21,963 

950,000 
340.000 

$1,930,267 

Fair 
Value 

$21,515,041 
50,471,371 

1,503,091 
8,135,300 
4,050,000 
1.135.200 

$86,810,003 

For the year ended December 31, 2008, proceeds from sales ofsecurities available-for-sale amounted to 
$20,191,593. Gross gains of $909,919 were realized during 2008 on sales of available-for-sale securities. The tax 
provision applicable to these gross realized gains amounted to $360,419. For the year ended December 31, 2007, 
there were no sales ofsecurities available-for-sale. For the year ended December 31, 2006, proceeds from sales of 
securities available-for-sale amounted to $5,071,069. Gross gains of $71,069 were realized during 2006 on sales of 
available-for-sale securities. The tax provision applicable to these gross reahzed gains amounted to $28,151. 

Maturities of debt securities, excluding mortgage-backed securities and asset-backed securities, classified 
as available-for-sale are as follows as of December 31, 2008: 

U.S. Govemment, including agencies 
Total due in less than one year 

Fair 
Value 

$6,042,500 
$6.042.500 

U.S. Govemment, including agencies 
Other bonds and debentures 

Total due after one year through five years 

$7,130,313 
2^97,218 

Preferred stock with maturities 
Other bonds and debentures 

Total due after ten years 

$4,278,000 
275,000 

•$4.553.000 

There were no issuers ofsecurities, other than U.S. govemment and agency obligations, whose aggregate 
carrying value exceeded 10% of equity as of December 31, 2008. 

Securities, carried at $92,739,149 and $71,698,643 were pledged to secure public deposits, the treasury, tax 
and loan account and securities sold under agreements to repurchase as ofDecember 31, 2008 and 2007, respectively. 
The securities pledged at December 31, 2008 includes a security sold on December 19, 2008 that did not settle until 
January 2009. The fair value ofthis security was $20,961 as of December 31, 2008. 
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NOTE 3. Securities: (continued) 

The aggregate fair value and unrealized losses ofsecurities that have been in a continuous unrealized-loss 
position for less than twelve months and for twelve months or more, and are not other than temporarily impaired, 
are as follows as ofDecember 31: 

Less than 12 Months 12 Months or Longer Total 

December 31,2008: 
Bonds and notes -

Preferred stock with maturities 
Mortgage-backed securities 
Asset-backed securities 

Equity securities 
Total temporarily impaired securities 

DecemberSI, 2007: 
Bonds and notes -

Preferred stock with maturities 
U.S. Govemment, including agencies 
Mortgage-backed securities 
Other bonds and debentures 

Equity securities 
Total temporarily impaired securities 

Fair 
Value 

S 
1,176,741 
1,194,090 

353,115 
S2.723.946 

S 
-

1,136,750 
201,696 
550,000 

il.888.446 

Unrealized 
Losses 

$ 
33,269 

305,642 
127,536 

$466,447 

$ 
-

4,358 
543 

340,000 
S344.901 

Fair 
Value 

$ 4,278,000 
3,926,061 

-
-

$ 8.204.061 

S 4,050,000 
7,985,000 

36,696,877 
5,022,397 

-
£53.754.274 

Unrealized 
Losses 

S 722,000 
7,276 

-
-

S 729,276 

$ 950,000 
13,548 

600,398 
21,420 

-
$1,585,366 

Fair 
Value 

$ 4,278,000 
5,102,802 
1,194,090 

353,115 
$10,928,007 

$ 4,050,000 
7,985,000 

37,833,627 
5,224,093 

550.000 
$55,642,720 

Unrealized 
Losses 

$ 722,000 
40,545 

305,642 
127,536 

$1,195,723 

$ 950,000 
13,548 

604,756 
21,963 

340,000 
$1,930,262 

The investments in the Company's investment portfolio that are temporarily impaired as of December 31, 
2008 consist of mortgage-backed securities issued by U.S. Government sponsored enterprises and agencies, an asset-
backed security issued by a corporation with a strong credit rating, a tmst preferred security issued by a bank, and a 
common equity position in a local bank. The unrealized losses on debt securities are primarily attributable to changes 
in market interest rates and current market inefficiencies. The unrealized losses in equity securities are due to general 
stock market declines and are not specific to the issuer of the security. As company management has the ability to hold 
debt securities imtil maturity and equity securities for the foreseeable future, no declines are deemed to be other than 
temporary. 

NOTE 4. Loans receivable: 

Loans receivable consisted of the following as of December 31: 

2008 2007 
Real estate loans 

Conventional 
Construction 
Commercial 

Consumer loans 
Coinmercial and municipal loans 
Unamortized adjustment to fair value 

Total loans 
Allowance for loan losses 
Deferred loan origination costs, net 

Loans receivable, net 

$344,101,400 
13,515,208 

139,592,335 
497,208,943 

79,468,380 
62,491,345 

1,399.900 
640,568,568 

(5,594,312) 
1.746.034 

$335,782,676 
21,704,154 
1423469.203 
499,956,033 
75,619,503 
52,514,784 
1.496,542 

629,586,862 
(5,181,471) 
1.869.071 

$636.720.290 ^$626.274.462 
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NOTE 4. Loans receivable: (continued) 

The following is a summary of activity ofthe allowance for loan losses for the years ended December 31: 

2008 2007 2006 
BALANCE, beginning ofyear 
Charged-off loans 
Recoveries of loans previously charged-off 
Provision for loan losses charged to income 
Increase in allowance for loan losses from acquisitions 
BALANCE, end ofyear 

$5,181,471 
(919,003) 
230,744 

1,101,100 

$3,975,122 
(402,438) 
182,926 
122,500 

1.303,361 

$4,022,341 
(467,018) 
189,788 
230,011 

$5,594312 •$5.181.471 $3.975.122 

Certain directors and executive officers of the Company and companies in which they have significant 
ownership interest were customers ofthe Bank during 2008. Total loans to such persons and their companies 
amounted to $782,991 as of December 31, 2008. During 2008 principal advances of $665,426 were made and 
principal payments totaled $815,942. 

The following is a summary of infonnation regarding impaired loans, nonaccmal loans and accming loans 
90 days or more overdue: 

December 31. 

Total nonaccmal loans 

Accraing loans which are 90 days or more overdue 

Impaired loans as ofDecember 31, 

2008 
$7,011,209 

$ 

2007 
$4,744,729 

$ 

2008 2007 
Recorded investment in impaired loans at December 31 
Portion of allowance for loan losses allocated to impaired loans 
Net balance of impaired loans 
Recorded investment in impaired loans with a related allowance for credit losses 

Years Ended December 31. 

;redit losses 

2008 
$3,923,353 
$ 144,512 
S 144,512 

$4,547,504 
209,500 

4,338,004 
888,441 

2007 
$1,805,074 
$ 143,452 
$ 143,452 

$3,795,811 
45,000 

3,750,811 
47,866 

2006 
$211,849 
$ 16,851 
$ 16,851 

Average recorded investment in impaired loans 
Interest income recognized on irapaired loans 
Interest income recognized on impaired loans on a cash basis 

In addition to total loans previously shown, the Company services loans for other financial institutions. 
Participation loans are loans originated by the Company for a group of banks. Sold loans are loans originated by 
the Company and sold to the secondary market. The Company services these loans and remits the payments 
received to the buyer. The Company specifically originates long-term, fixed-rate loans to sell. The amount of loans 
sold and participated out which are serviced by the Company are as follows as of December 31: 

Sold loans 

Participation loans 

The balance of capitalized servicing rights, net of valuation allowances, included in other assets at 
December 31, 2008 and 2007 was $721,195 and 1,674,814, respectively. 

Servicing rights of $583,738, $661,973 and $1,321,488 were capitalized in 2008, 2007 and 2006, 
respectively. Amortization of capitalized servicing rights was $818,084 in 2008, $883,980 in 2007 and $1,559,508 
in 2006. 

2008 
$311,228,362 

$ 15.671.059 

2007 
.$3(15.838.179 

$ 22,702.702 
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NOTE 4. Loans receivable: (continued) 

The fair value of capitalized servicing rights was $834,659 and $3,587,490 as of December 31, 2008 and 
2007, respectively. Following is an analysis ofthe aggregate changes in the valuation allowances for capitalized 
servicing rights: 

Balance, beginning ofyear 
Increase 
Balance, end ofyear 

NOTE 5. Premises and equipment: 

Premises and equipment are shown on the consolidated balance sheets at cost, net of accumulated 
depreciation, as follows as of December 31: 

2008 2007 

2008 
$ 10,544 
719.273 

$729,817 

2007 
$ 5,438 

5,106 
. $10,544 

Land and land improvements $ 2,437,784 $ 2,418,499 
Buildings and premises 18,099,097 17,172,274 
Fumiture, fixtures and equipment 8,383,434 8.110.325 

28,920,315 27,701,098 
Less - Accumulated depreciation 11,270.691 10,046.235 

$17.649.624 $17.654.863 

Depreciation expense amounted to $1,345,106, $1,225,934 and $940,486 tbr the years ending December 31, 
2008, 2007 and 2006, respectively. 

NOTE 6. Investment in real estate: 

The balance in investment in real estate consisted ofthe following as of December 31: 

2008 2007 
Land and land improvements $ 411,828 $ 411,828 
Building 3,503,621 3,338.928 

3,915,449 3,750,756 
Less - Accumulated depreciation 328,429 238,630 

Rental income from investinent in real estate amounted to $210,918, $195,056 and $129,997 for the years 
ended December 31, 2008, 2007 and 2006, respectively. Depreciation expense amounted to $89,798, $84,948 and 
$58,238 for the years ending Deceinber 31, 2008, 2007 and 2006, respectively. 

NOTE 7. Deposits: 

Deposits are summarized as follows as ofDecember 31: 

2008 2007 

Demand deposits $ 45,968,057 $ 48,239,896 
Savings 118,265,931 116,288,204 
N.O.W. 155,661,950 151,866,391 
Money market 40,424,476 41,225,038 
Time deposits 293.032,911 295,332,488 

$653,353.325 $652.952.017 
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NOTE 7, Deposits: (continued) 

The following is a summary of maturities of tirae deposits as of December 31, 2008; 

2009 
2010 
2011 
2012 
2013 

$261,554,584 
21,115,541 

8,131,883 
603,843 

1.627,060 

2008 
$10,425,592 

466,225 
572,185 

1,473,655 
$12,937,657 

2007 
$10,391,841 

980,180 
439,538 

1,129,033 
$12,940,592 

2006 
$6,002,063 

899,643 
181,740 
662.675 

$7,746,121 

Interest expense by major category of interest-bearing deposits is summarized as follows for the year ended 
December 31: 

Time deposits 
N.O.W. 
Money market 
Savings 

Deposits from related parties held by the Bank as of December 31, 2008 and 2007 amounted to $ 1,316,574 
and $1,779,667, respectively. 

As of December 31, 2008 and 2007, time deposits include $104,772,792 and $112,447,762, respectively, 
ofcertificates ofdeposit with a minimum balance of $100,000. Generally, deposits in excess of $250,000 are not 
federally insured. 

NOTE 8. Federal Home Loan Bank Advances: 

Advances consist offunds borrowed from the FHLB. 

Maturities of advances from the FHLB for the years ending after December 31, 2008 are summarized as 
follows: 

2009 
2010 
2011 
2013 
Thereafter 
Fair value adjustment 

$15,382,246 
25,000,000 

5,000,000 
10,000,000 
11,000,000 

(64,761) 
$66,317,485 

As ofDecember 31, 2008, the following advances from the FHLB were redeemable at par at the option of 
the FHLB; 

MATURITY DATE OPTIONAL REDEMPTION DATE 
October 29, 2009 January 29, 2009 and quarteriy thereafter 
January 28, 2010 January 28, 2009 
January 28,2013 January 28, 2011 
April 30, 2018 January 28, 2009 and quarterly thereafter 

AMOUNT 
$10,000,000 

10,000,000 
10,000,000 
10,000,000 

$40.000,000 
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NOTE 8. Federal Home Loan Bank Advances: (continued) 

As of December 31, 2008, the Company had a $1,000,000 putable advance (Knock-out Advance) from the 
FHLB which matures on September 1, 2015 and has a fixed interest rate of 4.13%. The FHLB will require that this 
borrowing become due immediately upon its Strike Date (next strike date is March 2, 2009 and quarterly thereafter) 
ifthe three month LIBOR equals or exceeds the Strike Rate of 6.75%. As of December 31, 2008, the three month 
LIBOR was at 1.425%. 

At December 31, 2008, the interest rates on FHLB advances ranged from 1.28% to 4.25%. The weighted 
average interest rate at December 31, 2008 is 2.94%o. 

Amortizing advances are being repaid in equal monthly payments and are being amortized from the date of 
the advance to the maturity date on a direct reduction basis. 

Borrowings from the FHLB are secured by a blanket lien on qualified collateral, consisting primarily of loans 
with first mortgages secured by one to four family properties, certain unencumbered investment securities and other 
qualified assets. 

NOTE 9. Other borrowed funds: 

Other borrowed funds consist ofa promissory note payable to a third party in the amount of $157,500. The 
note is payable in three installments on June 1, 2008, 2009 and 2010, and bears a variable interest rate equal to the 
prime rate as disclosed in the Wall Street Joumal. Other borrowed ftinds also consists ofa line ofcredit from PNC 
Bank with an outstanding balance of $2,000,000 at December 31, 2008. The terms ofthe line ofcredit are as 
follows: 

ORIGINAL DATE 
March 28, 2008 

EXPIRATION DATE 
March 27, 2009 

INTEREST RATE 
6 month LIBOR 

plus 1.50% 

LINE OF CREDIT 
AMOUNT 
$2,000,000 

Principal is due in full on the expiration date. 

NOTE 10. Securities sold under agreements to repurchase: 

The securities sold under agreements to repurchase as ofDecember 31, 2008 are securities sold on a short-
term basis by the Bank that have been accounted for not as sales but as borrowings. The securities consisted of U.S. 
Agencies. The securities were held in the Bank's safekeeping account at Bank of America under the control ofthe 
Bank and pledged to the purchasers ofthe securities. The purchasers have agreed to sell to the Bank substantially 
identical securities at the maturity ofthe agreements. 

NOTE 11. Income taxes: 

The components of income tax expense are as follows for the years ended December 31: 

Current tax expense 
Benefit from net operating loss carryovers 
Deferred tax (benefil) expense 

Total income tax expense 

2008 
$3,079,548 

(224,140) 
(681.082) 

$2.174.326 

2007 2006 
$2,093,512 

(56,035) 
(126.437) 

$2,312,801 

187.120 
$1.911.040 $2.499.921 
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NOTE I I . Income taxes: (continued) 

The reasons for the differences between the tax at the statutory federal income tax rate and the effective tax 
rates are summarized as follows for the years ended December 31; 

2008 
Federal income tax at statutory rate 
Increase (decrease) in tax resulting from: 

Tax-exempt income 
Dividends received deduction 
Federal tax credits 
Other, net 

Effective tax rates 

34.0% 

(4.5) 
(2.1) 
(1.3) 
1.4 

27.5% 

2007 
34.0% 

(3.7) 
(2.6) 

2.0 
29.7% 

2006 
34.0% 

(l . l) 
(2.8) 

3.1 
33.2% 

The Company had gross deferred tax assets and gross deferred tax liabilities as follows as of December 31: 

2008 2007 
Deferred tax assets: 

Interest on non-performing loans 
Allowance for loan losses 
Deferred compensation 
Deferred retirement expense 
Accrued directors fees 
Accmed group health contingency 
Writedown of securities 
Net operating loss carryforwards 
Net unrealized loss on investment at equity 
Net unrealized loss on derivative 

Net unrealized holding loss on securities available-for-sale 
Unrecognized employee benefits under SFAS No. 158 
Other 

Gross deferred tax assets 

Deferred tax liabilities: 
Deferred loan costs, net of fees 
Prepaid pension 
Accelerated depreciation 
Purchased goodwill 
Mortgage servicing rights 
Core deposit intangibles and other market value adjustments 
Net unrealized gain on available-for-sale securities 
Other 

Gross deferred tax liabilities 

Net deferred tax liabihty 

During 2007, deferred tax assets were increased due to the acquisition ofFirst Community Bank and First 
Brandon National Bank by $1,109,957 and $305,157, respectively. The acquisition also resulted in an increase in 
deferred tax liabilities of $2,056,263 due to market value adjustments and core deposit intangibles recorded as a 
result of the acquisitions. 

As of December 31, 2008, the Company had federal net operating loss carryovers of approximately 
$860,411. The carryovers were transferred to the Company upon the acquisition ofFirst Community Bank during 
2007. The losses will expire in 2026 and are subject to certain annual limitations. Depending on the ftiture eamings 
ofthe Company, up to $659,234 of losses can be used each year until fully utilized. 

$ 83,185 
1,972,372 
558,980 
376,560 
49,733 
23,901 

394,040 
292,539 

7,241 
315,320 

-
1,390,822 

42,230 
5,506,923 

(690,458) 
(1,465,847) 
(450,835) 

(2,072,506) 
(285,665) 

(1,589,596) 
(145,939) 
(16,180) 

(6.717,026) 

$(1,210.1031 

$ 25,433 
1,747,081 
548,052 
293,458 
53,339 
57,113 
77,208 

516,679 
-
-

658,773 
500,912 
36.055 

4,514,103 

(694,958) 
(1,375,884) 
(341,578) 

(1,776,433) 
(663,393) 

(1,945,394) 

(15,407) 
(6,813,047) 

$(2,298.9441 
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NOTE 12. Stock compensation plans: 

At December 31, 2008, the Company has three fixed stock-based employee compensation plans under 
which options are outstanding. As ofDecember 31, 2008, 240,510 options are available to be granted. Under the 
plans, the exercise price of each option equals the inarket price of the Company's stock on the date of grant and an 
option's maximum term is 10 years. Options are exercisable immediately. 

There were no options granted in 2008 and 2007 and 7,500 options granted in 2006. The fair value ofeach 
option granted in 2008 and 2006 was estiinated on the date of grant using the Black-Scholes option pricing model 
with the following weighted-average assumptions: 

2008 2007 2006 
Weighted risk-free interest rate 
Weighted expected life 
Weighted expected volatihty 
Weighted expected dividend yield 

4.60% 
10 years 
24.44% 

3.39%o per year 

No modifications have been made to the terms ofthe option agreements. 

A summary ofthe status ofthe Company's fixed stock option plans as of Deceraber 31, 2008, 2007 and 
2006 and changes during the years ending on those dates is presented below: 

Outstanding at 
beginning of year 

Granted 
Forfeits 
Exercised 
Outstanding at 

end ofyear 

2008 

378,042 

(15,000) 
(26.000) 

337.042 

$12.10 

12.27 
9.58 

$12.28 

2007 

446,800 

(68,758) 

378,042 

$11.99 

11.38 

$12.10 

2006 

Shares 

Weighted 
Average 
Exercise 

Price Shares 

Weighted 
Average 
Exercise 

Price Shares 

Weighted 
Average 
Exercise 

Price 

511,700 
7,500 

(6,800) 
(65.600) 

446J00 

$11.95 
15.30 
13.05 
11.97 

$11.99 

Options exercisable 
at year-end 

Weighted-average 
fair value of 
options granted 
during the year 

337,042 378,042 446,800 

$3.74 

The following table summarizes information about fixed stock options outstanding as of December 31, 2008: 

Options Outstanding and Exercisable 

Exercise Prices 
$ 7.375 

9.125 
13.05 
13.25 
15.30 

$12.28 

Number 
Outstanding 

asof 12/31/08 
22,000 
46,042 

110,500 
151,000 

7.500 
337.042 

Remaining 
Contractual Life 

0.5 years 
3.5 years 
4.8 years 
6.9 years 
7.1 years 
5.3 years 
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NOTE 13. Employee benefit plans: 

Defined Benefit Pension Plan 

The Company has a defined benefit pension plan covering substantially all full-time employees who have 
attained age 21 and have completed one year of service. Annual contributions to the plan are based on actuarial 
estimates. In December 2006, the Company elected to suspend the plan so that employees no longer eam additional 
benefits for futiire service under this plan. 

The following tables set forth information about the plan, using a measurement date ofDecember 31 for 
the year ended December 31, 2008 and 2007 and 2006: 

Years Ended December 31. 
200 

Change in projected benefit obligation: 
Benefit obligation at beginning ofyear 
Service cost 
Interest cost 
Actuarial (gain) loss 
Benefits paid 
Curtailment gain 

Benefit obhgation at end ofyear 

Change in plan assets: 
Plan assets at estimated fair value at beginning ofyear 
Actual return on plan assets 
Employer contribution 
Benefits paid 

Fair value of plan assets at end ofyear 

Funded status 

Amounts recognized in accumidated other comprehensive loss, before tax effect, consist of unrecognized 
net actuarial losses of $3,511,289 and $1,264,612 as ofDecember 31, 2008 and 2007, respectively. 

The discount rate and rate of increase in future compensation levels used in determining the actuarial 
present value of the projected benefit obligation were 6.25%o and 0%o, respectively, at December 31, 2008, 6.25%) 
and 0% at December 31, 2007, respectively and 6.25%o and 4.00% at December 31, 2006, respectively. 

The accuraulated benefit obligation for the defined benefit pension plan was $5,232,843 and $5,074,576 at 
December 31, 2008 and 2007, respectively. 

2008 

$5,074,576 

312,584 
(3,577) 

(150,740) 

5.232.843 

7,283,542 
(1,710,548) 

(150,740) 
5,422.254 

$ 189,411 

2007 

$4,879,462 

304,680 
57,358 

(166,924) 

5,074,576 

7,060,652 
389,814 

(166,924) 
7,283.542 

$2,208,966 

2006 

$5,554,781 
467,458 
340,938 
431,469 
(532,299) 

(1,382,885) 
4,879,462 

5,752,429 
699,864 

1,140,658 
(532.299) 
7,060,652 

$2,181,190 
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NOTE 13. Employee benefit plans: (continued) 

Components ofnet periodic cost and other comprehensive loss; 

Years Ended December 31, 
2008 

$ 
312,584 

(576,915) 
-

37,209 
. 

(227,122) 

2007 
$ 

304,680 
(559,795) 

-
27,687 

-
(227,428) 

2006 
$467,458 

340,938 
(500,803) 

(207) 
110,562 
23,043 

440,991 

Service cost 
Interest cost on benefit obligation 
Expected return on assets 
Amortization of unrecognized prior service cost 
Amortization of unrecognized net loss 
Curtailment expense-prior service cost 

Net periodic (benefit) cost 

Other changes in plan assets and benefit obhgations recognized 
in other comprehensive loss, before tax effect; 

Actuarial loss 
Amortization of unrecognized actuarial loss 
Total recognized in other comprehensive loss 

Total recognized in net periodic (benefit) cost and other 
comprehensive loss 

The estimated net loss that will be amortized from accumulated other comprehensive loss into net periodic 
benefit cost over the year ended December 31, 2009 is $206,185. 

For the years ended December 31, 2008, 2007 and 2006, the assumptions used to determine the net period 
pension cost are as follows: 

2,283,886 
(37.209) 

2,246.677 

$2,019,555 

227,339 
(27.6871 
199.652 

$ (27.7761 

-

_ 

$440,991 

Years Ended December 31, 
2008 2007 2006 

6.25% 
0% 

8.00% 

6.25% 
0% 

8.00% 

6.25% 
4.00% 
8.00% 

Discount rate 
Increase in future compensation levels 
Expected long-term rate ofreturn on plan assets 

The Bank has exarained the historical benchmarks for retums in each asset class in its portfolio, and based 
on the target asset mix has developed a weighted-average expected retiim for the portfolio as a whole, partly taking 
into consideration forecasts oflong-term expected inflation rates of 2.0% to 3.5%. The long-term rate of retum 
used by the Bank is 8.00%. This rate was deterrained by adding the expected inflation rates to the weighted sum of 
the expected long-term retum on each asset allocation. 

Plan Assets 

The Company's pension plan weighted-average asset allocations by asset category are as follows: 

Plan Assets at Deceraber 31, 
Asset Category 
Equity securities 
Corporate debt securities 
U.S. Govemment and agency securities 
Money Market 

Total 

2008 Percent 2007 Percent 
$2,802,294 

995,671 
1,202,334 

421^55 

51.6% 
18.4 
22.2 
7.8 

$4,715,678 
1,036,883 
1,217,637 

313,344 

64.8% 
14.2 
16.7 
4.3 

$5.422254 $7.283.542 100.0% 

Equity securities include 30,294 shares ofthe Company's common stock as of December 31, 2008 and 
30,000 shares ofthe Company's stock as of December 31, 2007. The fair value ofthe shares on those dates was 
$233,749 (4.3% oftotal plan assets) and $372,000 (5.1% oftotal plan assets), respectively. 
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NOTE 13. Employee benefit plans: (continued) 

The investment policy for the defined benefit pension plan sponsored by the Bank is based on ERISA 
standards for pmdent investing. The Bank seeks maximum retum while limiting risk, through a balanced portfoho 
of equity and fixed income investments, as well as altemative asset classes. Within each asset class, a diversified 
mix oflndividual securities and bonds is selected. Equity allocations are targeted between 40% and 65 %o ofthe 
portfolio, with the remainder in fixed income investments and a small portion in altemative asset classes such as real 
estate. Asset manager performance is reviewed at least once every six months and benchmarked against the peer 
universe for the given investment style. The target allocation for the 2009 plan year and for the prior two years 
follows. 

Target Percentage of Plan Assets 
Years Ended December 31, 

Asset Category 
Equity securities 
Corporate debt securities 
U.S. Government and agency securities 
Other 

2009 
40-65% 
10-35% 
15-25% 
0-10% 

2008 
40-65% 
10-35% 
15-25% 
0-10% 

2007 
40-65% 
10-35% 
15-25% 
0-10% 

The Bank does not expect to contribute to the defined benefit pension plan in 2009. 

Estimated fiiture benefit payments, which reflect expected futiire service, as appropriate, are as follows: 

2009 
2010 
2011 
2012 
2013 
Years 2014-2018 

$ 149,000 
155,000 
156,000 
233,000 
229,000 

1,560,000 

Defined Contribution Plan 

The Bank sponsors a Profit Sharing - Stock Ownership Plan. The Bank may elect, but is not required, to 
make discretionary and/or matching contributions to the Plan. 

For 2008, 2007 and 2006, participating employees' contributions totaled $535,985, $419,204 and 
$339,437, respectively. The Bank made contributions totaling $468,370 for 2008, $371,692, for 2007 and $32,522 
for 2006. A participant's retirement benefit will depend on the amount ofthe contributions to the Plan together with 
the gains or losses on the investments. 

Effective January 1, 2008, the Bank amended the Profit Sharing - Stock Ownership Plan whereby 
employees will receive a safe harbor, nonelective contribution equal to 3% of compensation for the plan year, as 
defined in the plan. In addition, the Bank shall make a matching contribution in an amount equal to employees' 
elective deferrals up to a percentage of compensation for the plan year, to be detennined annually, not to exceed 
4%. Finally, the Bank may make an additional profit sharing contribution, determined annually, to be allocated on a 
pro rata basis to eligible eraployees based on their compensation in relation to the compensation of all participants. 

The Company and the Bank entered into parallel employment agreements (the "Agreements") with the 
President and ChiefExecutive Officer ofthe Company and with the Executive Vice President and ChiefFinancial 
Officer of the Company. The Agreements are for a period of five years and extend automatically each day unless 
either the Company or the Executive give contrary written notice in advance. The Agreements provide for a salary 
and certain benefits. 

The Agreements also provide for severance benefits upon termination without cause or following a change 
in control as defined in the agreements in an amount equal to the present value ofthe cash compensation and fringe 
benefits that the Executive(s) would have received ifthe Executive(s) would have continued working for an 
additional five years. 
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NOTE 13. Employee benefit plans: (continued) 

In 2008, the Company adopted EITF Issue 06-4 and recognized a liability for the Company's future 
postretirement benefit obligations under endorsement split-dollar life insurance arrangements. The Company 
recognized this change in accounting principles as a cumulative effect adjustment to retained eamings of $320,034. 
The total liability for the arrangements included in other liabilities was $331,056 at December 31, 2008. Expense 
under this arrangement was $11,022 for 2008. 

NOTE 14. Commitments and contingencies: 

In the normal course ofbusiness, the Company has outstanding various commitments and contingent 
liabilities, such as legal claims, which are not reflected in the consolidated financial statements. Management does 
not anticipate any material loss as a result ofthese transactions. 

As of December 31, 2008, the Company was obligated under non-cancelable operating leases for bank 
premises and equipment expiring between April 30, 2009 and December 20, 2016. The total rainimum rent 
commitments due in future periods under these existing agreements is as follows as of December 31, 2008: 

2009 $ 393,468 
2010 259,515 
2011 239,496 
2012 128,472 
2013 48,370 
Years thereafter 130,402 

Total minimum lease payments $1,199,723 

Certain leases contain provisions for escalation of minimum lease payments contingent upon increases in 
real estate taxes and percentage increases in the consumer price index. The total rental expense amounted to 
$404,704, $343,329 and $282,932 for the years ended December 31, 2008, 2007 and 2006, respectively. 

NOTE 15. Fair value measurements: 

Effective January 1, 2008, the Company adopted Statement ofFinancial Accounting Standards No. 157 
("SFAS 157"), Fair Value Measurements, which provides a framework for measuring fair value under generally 
accepted accounting principles. 

The Company also adopted SFAS No. 159, The Fair Value Option for Financial Assets and Financial 
Liabilities, including an araendment of FASB Statement No. 115. SFAS No. 159 allows an entity the irrevocable 
option to elect fair value for the initial and subsequent measurement for certain financial assets and liabilities on a 
contract-by-contract basis. The Conipany did not elect fair value treatment for any financial assets or liabilities 
upon adoption. 

In accordance with SFAS 157, the Company groups its financial assets and financial liabilities measured at 
fair value in three levels, based on the markets in which the assets and liabilities are traded and the reliability ofthe 
assumptions used to determine fair value. 

Level I - Valuations for assets and liabilities traded in active exchange markets, such as the New York 
Stock Exchange. Level 1 also includes U.S. Treasury, other U.S. Government and agency mortgage-backed 
securities that are traded by dealers or brokers in active markets. Valuations are obtained from readily available 
pricing sources for market transactions involving identical assets or liabilities. 

Level 2 - Valuations for assets and liabilities traded in less active dealer or broker markets. Valuations are 
obtained from third party pricing services for identical or coraparable assets or liabilities. 

Level 3 - Valuations for assets and liabilities that are derived from other methodologies, including option 
pricing models, discounted cash flow models and similar techniques, are not based on market exchange, dealer, or 
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NOTE 15. Fair value measurements: (continued) 
broker traded transactions. Level 3 valuations incorporate certain assumptions and projections in detennining the 
fair value assigned to such assets and liabilities. 

A financial instmraent's level within the fair value hierarchy is based on the lowest level of input that is 
significant to the fair value measurement. 

A description ofthe valuation methodologies used for instmments measured at fair value, as well as the 
general classification of such instmments pursuant to the valuation hierarchy, is set forth below. These valuation 
methodologies were applied to all ofthe Company's financial assets and financial liabihties carried at fair value for 
December 31, 2008. 

The Company's cash instruments are generally classified within level 1 or level 2 ofthe fair value 
hierarchy because they are valued using quoted market prices, broker or dealer quotations, or altemative pricing 
sources with reasonable levels of price transparency. 

The Corapany's investment in mortgage-backed securities, asset-backed securities, preferred stock with 
maturities and other debt securities available-for-sale are generally classified within level 2 of the fair value 
hierarchy. For these securities, the Company obtains fair value measurements from independent pricing services. 
The fair value measurements consider observable data that may include dealer quotes, market spreads, cash flows, 
the U.S. treasury yield curve, trading levels, market consensus prepayment speeds, credit information and the 
instmraent's terms and conditions. 

The Company's derivative financial instmments are generally classified within level 2 ofthe fair value 
hierarchy. For these financial instmments, the Company obtains fair value measurements from independent pricing 
services. The fair value measurements utilize a discounted cash flow model that incorporates and considers 
observable data, that may include publicly available third party market quotes, in developing the curve utilized for 
discounting future cash flows. 

Level 3 is for positions that are not traded in active markets or are subject to transfer restrictions, 
valuations are adjusted to reflect illiquidity and/or non-transferability, and such adjustments are generally based on 
available inarket evidence. In the absence ofsuch evidence, management's best estimate is used. Subsequent to 
inception, management only changes level 3 inputs and assumptions when corroborated by evidence such as 
transactions in sirailar instruments, completed or pending third-party transactions in the underlying investment or 
comparable entities, subsequent rounds of financing, recapitalization and other transactions across the capital 
stmcture, offerings in the equity or debt markets, and changes in financial ratios or cash flows. 

The Company's impaired loans are reported at the fair value ofthe underlying collateral if repayment is 
expected solely from the collateral. Collateral values are estimated using level 2 inputs based upon appraisals of 
similar properties obtained from a third party. 
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NOTE 15. Fair value measurements: (continued) 

The following summarizes assets measured at fair value for the period ending December 31, 2008. 

Assets measured at fair value on a recurring basis 

Fair Value Measureraents at Reporting Date Using: 

Securities available-for-sale 
Impaired loans 

Totals 

December 31. 2008 
$81,988,488 

678,941 
$g2.66L429 

Quoted Prices in 
Active Markets for 
Identical Assets 

Level 1 
$367,670 

$367.670 

Significant 
Other Observable 

Inputs 
Level 2 

$81,620,818 
678.941 

$82.299.759 

Significant 
Unobservable 

Inputs 
Level 3 

Liabilities measured at fair value on a recurring basis 

Fair Value Measurements at Reporting Date Using: 

Derivative - interest rate swap 
Totals 

December 31. 2008 
$796,061 
$796.061 

Quoted Prices in Significant 
Active Markets for Other Observable 
Identical Assets Inputs 

Level 1 Level 2 
$ $796.061 
$ $796.061 

Significant 
Unobservable 

Inputs 
Level 3 

The estimated fair values ofthe Company's fmancial instmments, all ofwhich are held or issued for 
purposes other than trading, were as follows as of December 31; 

2008 2007 

inancial assets: 
Cash and cash equivalents 
Securities available-for-sale 
Federal Home Loan Bank stock 
Loans held-for-sale 
Loans, net 
Other investment 
Investment in unconsolidated subsidiaries 
Accmed interest receivable 
Due from broker 

inancial liabilities: 
Deposits 
FHLB advances 
Other borrowings 
Securities sold under agreements to 

repurchase 
Subordinated debentiires 
Derivatives 

Carrying 
Amount 

$ 22,561,691 
81,988,488 

4,946,300 
1,937,750 

636,720,290 
2,000,000 

620,000 
2,715,864 

20,868,360 

653,353,325 
66,317,485 
2,157,500 

15,072,991 
20,620,000 

796,061 

Fair 
Value 

$ 22,561,691 
81,988,488 
4,946,300 
1,954,036 

645,178,000 
2,000,000 

515,545 
2,715,864 

20,868,360 

656,224,000 
67,909,726 
2,157,500 

15,072,991 
17,146,013 

796,061 

Carrying 
Amount 

$ 34,034,541 
86,810,003 
7,532,700 
2,507,880 

626,274,462 
2,000,000 

620,000 
2,853,558 

-

652,972,017 
63,386,874 

237,500 

15,440,993 
20,620,000 

-

Fair 
Value 

$ 34,034,541 
86,810,003 

7,532,700 
2,521,711 

626,826,000 
2,000,000 

613,656 
2,853,558 

-

652,909,000 
63,386,000 

237,500 

15,440,993 
20,409,000 

-

The carrying amounts offinancial instmments shown in the above table are included in the consolidated 
balance sheets under the indicated captions, except for investment in unconsolidated subsidiaries and other investment 
which are included in other assets and derivatives which are included in other liabilities. Accounting policies related to 
financial instmments are described in Note 1. 
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NOTE 16. Shareholders' equity: 

Liquidation account - On May 22,1986, Lake Sunapee Bank, fsb received approval from the Federal 
Home Loan Bank Board and converted from a federally chartered mutual savings bank to a federally chartered 
stock savings bank. At the time ofconversion, the Bank established a liquidation account in an amount of 
$4,292,510 (equal to the Bank's net worth as ofthe date ofthe latest financial statement included in the final 
offering circular used in connection with the conversion). The liquidation account will be maintained for the benefit 
of eligible account holders who maintain their deposit accounts in the Bank after conversion. In the event of a 
complete liquidation ofthe Bank subsequent to conversion (and only in such event), each eligible account holder 
will be entitled to receive a liquidation distribution from the liquidation account before any liquidation distribution 
may be made with respect to capital stock. The amount ofthe liquidation account is reduced to the extent that the 
balances of eligible deposit accounts are reduced on any year-end closing date subsequent to the conversion. 
Corapany management believes the balance in the liquidation account would be immaterial to the consolidated 
financial statements as ofDecember 31, 2008. 

Dividends - The Bank may not declare or pay a cash dividend on or purchase any of its stock ifthe effect 
would be to reduce the net worth ofthe Bank below either the amount ofthe liquidation account or the net worth 
requirements ofthe banking regulators. 

Special bad debts deduction - In prior years, the Bank, a wholly-owned subsidiary of the Company, was 
allowed a special tax-basis under certain provisions of the Intemal Revenue Code. As a result, retained income of 
the Bank, as ofDecember 31, 2008 includes $2,069,878 for which federal and state income taxes have not been 
provided. Ifthe Bank no longer qualifies as a bank as defined in certain provisions ofthe Intemal Revenue Code, 
this amount will be subject to recapture in taxable income ratably over four (4) years, subject to a combined federal 
and state tax rate of approximately 40%. 

NOTE 17. Earnings per share (EPS): 

Reconciliation ofthe numerators and the denominators ofthe basic and diluted per share computations for 
net income are as follows: 

Year ended December 31, 2008 
Basic EPS 

Net income and income available to common shareholders 
Effect of dilutive securities, options 

Diluted EPS 
Inconie available to common shareholders and assumed 

conversions 

Year ended December 31, 2007 
Basic EPS 

Net income and income available to common shareholders $4,515,682 4,841,538 $0.93 
Effect of dilutive securities, options ^ 74,153 

Diluted EPS 
Income available to common shareholders and assumed 

conversions $4.515.682 4.915.691 $0.92 

Year ended December 31, 2006 
Basic EPS 

Net income and income available to coramon shareholders $5,039,859 4,207,679 $1.20 
Effect of dilutive securities, options ; 117.491 

Diluted EPS 
Income available to conimon shareholders and assumed 

conversions $5.039.859 4.325.170 $1.17 
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Income 
(Numerator) 

$5,725,072 

$5,725,072 

Shares 
(Denominator) 

5,745,735 
12,495 

5,758,230 

Per-Share 
Amoimt 

$1.00 

$0.99 



NOTE 18. Regulatory matters: 

The Bank is subject to various capital requirements administered by its primary federal regulator, the Office 
ofThrift Supervision (OTS). Failure to meet minimum regulatory 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 and the Bank's consolidated financial statements. Under the regulatory capital adequacy guidelines and 
the regulatory framework for prompt corrective action, the Bank must meet specific capital guidelines involving 
quantitative measures ofthe Bank's assets, liabilities, and certain off-balance-sheet items as calculated under 
regulatory accounting practices. The Bank's capital amounts and classifications under the prompt corrective action 
guidelines are aiso subject to qualitative judgments by the regulators about components, risk weightings and other 
factors. 

Quantitative measures established by regulation to ensure capital adequacy require the Bank to maintain 
minimum ainounts and ratios (set forth in the table below) oftotal capital to risk-weighted assets (as defined in the 
regulations), core capital to adjusted tangible assets (as defined) and tangible capital to tangible assets (as defined). 
Management believes, as of December 31, 2008 and 2007, that the Bank meets all capital requirements to which it is 
subject. 

As of December 31, 2008, the most recent notification from the Office ofThrift Supervision categorized 
the Bank as well capitalized imder the regulatory framework for prompt corrective action. To be categorized as 
well capitalized the Bank must raaintain miniraum total risk-based. Tier I risk-based and Tier I leverage ratios as 
set forth in the table. There are no conditions or events since that notification that management believes have 
changed the Bank's category. 

As of December 31, 2008: 
Total Capital (to Risk Weighted Assets) 
Core Capital (to Adjusted Tangible Assets) 
Tangible Capital (to Tangible Assets) 
Tier I Capital (to Risk Weighted Assets) 

As ofDecember 31, 2007: 
Total Capital (to Risk Weighted Assets) 
Core Capital (to Adjusted Tangible Assets) 
Tangible Capital (to Tangible Assets) 
Tier 1 Capital (to Risk Weighted Assets) 

Actual 
Amount 

$67,118 
65,715 
65.715 
65,715 

63,660 
63,191 
63,191 
63,191 

I 
Ratio 

For Capital 
Adequacv Puiposes 
Amount Ratio 

(Dollar amounts in 

11.36% 
8.12 
8.12 

11.12 

11.08 
7.84 
7.84 

11.00 

$47,266 
32,366 
12,137 

N/A 

45,952 
32,225 
12,084 

N/A 

thousands) 

>8.0% 
>4.0 
>1.5 
N/A 

>8.0 
>4.0 
>1.5 
N/A 

To Be Well 
Capitalized Under 
Prompt Corrective 
Action Prov 
Amount 

$59,083 
40,457 

N/A 
35,450 

57,440 
40,281 

N/A 
34,464 

isions 
Ratio 

>10.0% 
>5.0 
N/A 

>6.0 

>10.0 
>5.0 
N/A 
>6.0 

The following is a reconcilement ofthe Bank's total equity included in the consolidated balance sheet to 
the regulatory capital ratios disclosed in the table above: 

Total equity 
Accumulated other comprehensive loss 
Allowable allowance for loan losses 
Goodwill and core deposit intangible 
Mortgage servicing asset 
Equity investments and other assets 

Decembe 
Tierl 

Capital 
$93,741 

1,900 
-

(29,854) 
(72) 

-
$65,715 

;r 31. 2008 
Total 

Capital 
$93,741 

1,900 
5,358 

(29,854) 
(72) 

(3,955) 
$67,118 

Deceraber 31, 2007 
Tierl 

Capital 
$92,044 

1,768 
-

(30,454) 
(167) 

-
$63,191 

Total 
Capital 
$92,044 

1,768 
5,116 

(30,454) 
(167) 

(4,647) 
$63,660 
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NOTE 19. Stock split: 

In February 2005, the Company approved a two-for-one stock split, in the form ofa 100% stock dividend, 
ofthe Company's common stock. The record date for the stock split was Febmary 14, 2005. All per share 
amounts, references to common stock, shareholders' equity amounts and stock option plan data have been restated 
as ifthe stock split had occurred as ofthe earliest period presented. 

NOTE 20. Financial instruments: 

The Company is party to fmancial instruments with off-balance sheet risk in the normal course ofbusiness 
to meet the financing needs ofits customers. These financial instruments include comraitments to originate loans, 
standby letters ofcredit and unadvanced funds on loans. The instmments involve, to varying degrees, elements of 
credit risk in excess ofthe amount recognized in the balance sheets. The contract amounts of those instruments 
reflect the extent of involvement the Corapany has in particular classes offinancial instmments. 

The Company's exposure to credit loss in the event of nonperformance by the other party to the financial 
instmment for loan commitments and standby letters ofcredit is represented by the contractual amounts of those 
instraments. The Company uses the same credit policies in making commitments and conditional obligations as it 
does for on-balance sheet instruments. 

Commitments to originate loans are agreements to lend lo a customer provided 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 ofa fee. Since many ofthe commitments are expected to expire without being 
drawn upon, the total commitment amounts do not necessarily represent ftiture 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 extension of credit, is based on managemenfs credit evaluation of the borrower. 
Collateral held varies, but may include secured interests in mortgages, accounts receivable, inventory, property, 
plant and equipment and income-producing properties. 

Standby letters of credit are conditional commitments issued by the Company to guarantee the performance 
by a customer to a third party. The credit risk involved in issuing letters ofcredit is essentially the same as that 
involved in extending loan facilities to customers. As ofDecember 31, 2008 and 2007, the maximum potential 
amount ofthe Company's obligation was $829,221 and $1,995,079, respectively, for financial and standby letters of 
credit. The Company's outstanding letters ofcredit generally have a term of less than one year. If a letter ofcredit 
is drawn upon, the Company may seek recourse through the customer's underlying line ofcredit. Ifthe customer's 
line ofcredit is also in default, the Company may take possession ofthe collateral, ifany, securing the line ofcredit. 

Notional amounts offinancial liabilities with off-balance sheet credit risk are as follows as of December 31: 

Commitments to extend credit 
Letters ofcredit 
Lines of credit 
Unadvanced portion of constraction loans 

2008 
$16,700,556 
$ 829.221 
$87,761,000 
.$23,413,930 _ 

2007 
$14,110,391 
$ 1.995.079 
$93,320,895 
$13,147,870 

NOTE 21. Acquisitions: 

On June 1, 2007, the Company acquired First Brandon Financial Corporation (First Brandon). Costs to 
acquire consisted of cash of $4,403,088, 1,067,650 shares issued ($14,605 market value per share or $15,593,026) 
and merger costs of $836,179 for a total acquisition cost of $20,832,293. Goodwill recognized araounted to 
$7,503,046 and of that total amount. $0 is deductable for tax purposes. 

On October 1, 2007, the Company acquired First Community Bank (First Community). Costs to acquire 
consisted of cash of $3,019,906, 752,063 shares issued ($14.82 market value per share or $11,145,574) and merger 
costs of $484,168 for a total acquisition cost of $14,649,648. Goodwill recognized amounted to $7,650,408 and of 
that total amount, $0 is deductable for tax purposes. 
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NOTE 21. Acquisitions: (continued) 

A summary of the fair values of assets acquired and liabilities assumed at the date of acquisitions is as 
follows: 

First Brandon First Community 
Cash and cash equivalents 
Securities available-for-sale 
Federal Reserve and Federal Home Loan Bank stock 
Loans, net 
Premises and equipment and investraent in real estate 
Bank owned life insurance 
Other assets and accraed interest receivable 

Total assets acquired 

Total deposits 
Securities sold under agreements to repurchase 
FHLB advances 
Accrued expenses and other liabilities 
Total liabilities assumed 

Net assets acquired 
Goodwill 
Core deposit intangible asset 

Total purchase price 

The results ofoperations ofthe acquired entities have been included in the Company's consolidated 
fmancial statements since the respective acquisition dates. 

The following proforma inforraation assumes that the acquisitions had occurred at the beginning ofeach of 
the periods presented. 

$ 13,658,910 
17,309,352 

395,900 
67,524,872 
2,488,976 
2,227,260 
810.063 

104.415.333 

89,571,569 
1,769,612 
114,220 

2.106.685 
93,562,086 
10,853,247 
7,503,046 
2,476.000 

$ 20.832.293 

$ 2,762,836 
3,545,285 
367,700 

61,705,512 
2,104,635 
1,303,530 
589.804 

72,379,302 

62,392,819 
-

3,492,875 
486.368 

66.372.062 
6,007,240 
7,650,408 
992,000 

$14,649,648 

2007 2006 

Total revenue 
Net income 
Eamings per share: 

Basic 
Diluted 

(unaudited) 
$53,726,627 $51,283,819 
$ 5,249,009 $ 5,890,788 

$ 0.90 $ 0.98 
$ 0.89 $ 0.96 

The pro forma information is presented for information purposes only and is not necessarily indicative of 
the results ofoperations that actually would have been achieved had the acquisition been consummated as of that 
time, nor is it intended to be a projection of future results. 

NOTE 22. Goodwill and intangible assets: 

The Company's assets as ofDecember 31, 2008 include goodwill of $17,713,981 and intangible assets 
relating to the acquisitions ofFirst Brandon and First Community in 2008. Goodwill also includes $2,471,560 
relating to the acquisition of Landmark Bank and $9,668,456 relating to the acquisition of New London Trust in 
prior years. 

The Company evaluated its goodwill and intangible assets as of December 31, 2008 and 2007 and found 
no impairment. 
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NOTE 22. Goodwill and intangible assets: (continued) 

A summary of acquired amortizing intangible assets is as follows; 

As ofDecember 31, 2008 
Gross 

Carrying 
Amount 

Accumulated 
Amortization 

Net 
Carrying 
Amount 

Core deposit intangible-First Brandon $2,476,000 $686,527 $1,789,473 
Core deposit intangible-First Community 992,000 220,946 771,054 

Total $3.468.000 $907,473 $2,560.527 

Aggregate amortization expense was $599,776 in 2008. Amortization is being calculated on the sum-of-
the-years digit method over ten years. 

Estimated amortization expense for each ofthe five years succeeding 2008 is as follows: 

2009 $536,721 
2010 473,667 
2011 410,612 
2012 347,558 
2013 284,503 

NOTE 23. Subsequent event: 

On January 16, 2009, as part ofthe Capital Purchase Program estabUshed by the U.S. Department ofthe 
Treasury ("Treasury") under the Emergency Economic Stabilization Act of 2008 (the "EESA"), the Coinpany 
entered into a Letter Agreement (including the Securities Purchase Agreement-Standard Terms incorporated by 
reference therein, the "Purchase Agreement") with the Treasury pursuant to which the Company issued and sold to 
Treasury (i) 10,000 shares of the Company's Fixed Rate Cumulative Perpetual Preferred Stock, Series A, par value 
$0.01 per share, having a liquidation preference of $1,000 per share (the "Series A Preferred Stock") and (ii) a ten-
year warrant to purchase up to 184,275 shares ofthe Company's common stock, par value $0.01 per share (the 
"Common Stock"), at an initial exercise price of $8.14 per share (the "Warrant"), for an aggregate pmchase price of 
$10 million in cash. All ofthe proceeds from the sale ofthe Series A Preferred Stock will be treated as Tier 1 
capital for regulatory purposes. 

Cumulative dividends on the Series A Preferred Stock will accme on the liquidation preference at a rate of 
5% per annum for the first five years, and at a rate of 9% per annum thereafter, but will be paid only when declared 
by the Company's Board ofDirectors. The Series A Preferred Stock has no maturity date and ranks senior to the 
Common Stock with respect to the payment of dividends and distributions and amounts payable upon liquidation, 
dissolution and winding up of the Company. The Series A Preferted Stock generally is non-voting, other than class 
voting on certain matters that could adversely affect the Series A Preferred Stock. 

The Company may redeera die Series A Preferred Stock after February 15, 2012. Prior to this date, the 
Company may redeem the Series A Preferred Stock if (i) the Company has raised aggregate gross proceeds in one 
or more Qualified Equity Offerings (as defined in the Purchase Agreement) in excess of $2.5 million and (ii) the 
aggregate redemption price does not exceed the aggregate net cash proceeds from such Qualified Equity Offerings. 
Any redemption is subject to the consent ofthe Office ofThrift Supervision. 
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NOTE 24. Condensed parent company financial statements: 

The following are condensed balance sheets, statements of income and cash flows for New Hampshire 
Thrift Bancshares, Inc. ("Parent Company") as of and for the years ended December 31: 

CONDENSED BALANCE SHEETS 

ASSETS 
Cash in Lake Sunapee Bank 
Investment in subsidiary, Lake Sunapee Bank 
Investment in affiliate, NHTB Capital Tmst II 
Investment in affiliate, NHTB Capital Tmst HI 
Investment in DCC 
Deferred expenses 
Advances to Lake Sunapee Bank 
Other assets 

Total assets 

LIABILITIES 
Subordinated debentures 
Loan payable - PNC 
Other liabilities 

Total liabilities 
SHAREHOLDERS' EQUITY 

Total liabilities and shareholders' equity 

2008 2007 

$ 1,073,134 
93,732,163 

310,000 
310,000 

2,000,000 
272,683 
52,664 
117,350 

$97,867,994 

$20,620,000 
2,000,000 
570.902 

23,190,902 
74,677.092 

$97,867,994 

$ 320,355 
92,044,278 

310,000 
310,000 

-
283,376 
53,739 
21,068 

S93..342.816 

$20,620,000 
-

55.493 
20,675,493 
72.667,323 

$93..342.8]6 

CONDENSED STATEMENTS OF INCOME 

2008 2007 2006 
Dividends from subsidiary. Lake Sunapee Bank 
Dividends from subsidiaries, NHTB Capital Trast 11 and III 
Investment interest income 
Interest expense on subordinated debentures 
Interest expense on other borrowings 
Net operating income including tax benefit 
Incorae before equity in undistributed earnings of subsidiaries 
Equity in undistributed eamings (loss) of subsidiaries 
Net incorae 

$4,500,000 
38,144 
182,000 

1,315,365 
71,129 

242.574 
3,576,224 
2.148.848 

$5,725,072 

$12,300,000 
44,534 
52,667 

1,479,622 
-

383,212 
11,300,791 
(6,785.109) 

$ 4.515.682 

$1,800,000 
43,373 
124,417 

1,453,609 
-

259,457 
773,638 

4.266.221 
$5,039,859 
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NOTE 24. Condensed parent company financial statements: (continued) 

CONDENSED STATEMENTS OF CASH FLOWS 

2008 2007 2006 
Cash flows frora operating activities: 

Net incorae 
(Increase) decrease in accounts receivable and other assets 
Increase (decrease) in accraed interest payable and other liabihties 
(Increase) decrease in taxes receivable 
Decrease (increase) in prepaid expenses 
Amortization ofdeferred expenses relating to issuance 

ofcapital securities and subordinated debentures 
Stock-based compensation expense 
Equity in undistributed loss (eamings) ofsubsidiaries 

Net cash provided by operating activities 

Cash flows from investing activities: 
Purchase of other investment 
Redemption ofother investment 
Net change in advances to subsidiary. Lake Sunapee Bank 
Net cash and cash equivalents paid for First Brandon 

and First Community acquisitions 

Net cash (used in) provided by investing activities 

Cash flows from financing activities: 
Proceeds from exercise of stock options 
Proceeds other bortowed money 
Dividends paid 
Repurchase of treasury stock 

Net cash used in financing activities 

Net increase (decrease) in cash 
Cash, beginning ofyear 
Cash, end ofyear 

The Parent Only Statements ofChanges in Shareholders' Equity are identical to the Consolidated Statements 
ofChanges in Shareholders' Equity for the years ended December 31, 2008, 2007 and 2006, and therefore are not 
reprinted here. 

$5,725,072 
(20,000) 
34,668 
(60,160) 
10,169 

10,693 

(2,148.848) 

3,551.594 

(2,000,000) 

1,075 

(1,998,925) 

249,125 
2,000,000 
(2,988,061) 

(60.9541 

(799,8901 

752,779 
320.355 

$1,073,134 

$4,515,682 
20,000 
(1.484) 
55,508 
(13,440) 

10,694 

6,785,109 

11,372,069 

2,000,000 
73,128 

(7,422,994) 

(5.349.866) 

782,732 

(2,475,019) 
(5.291.469) 

(6.983.756) 

(961,553) 
1,281.908 

$ 320.355 

$5,039,859 
(19,675) 
11,108 
96,618 

10,693 
28,050 

(4,266,221) 

900.432 

(2,000,000) 

2,705,911 

705,911 

785,125 

(2,147,033) 
(1.685.334) 

(3,047,242) 

(1,440,899) 
2,722.807 

$1,281,908 
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NOTE 25. Quarterly Results of Operations (UNAUDITED) 

Summarized quarterly financial data for 2008 and 2007 follows: 

Interest and dividend income 
Interest expense 

Net interest and dividend income 
Provision for loan losses 
Noninterest income 
Noninterest expense 

Income before income taxes 
Income tax expense 

Net income 

Basic eamings per common share 
Eamings per conimon share, assuraing dilution 

Interest and dividend income 
Interest expense 

Net interest and dividend income 
Provision for loan losses 
Noninterest incorae 
Noninterest expense 

Income before income taxes 
Incorae tax expense 

Net income 

Basic eamings per common share 
Eamings per comraon share, assuming dilution 

(In thousands, except eamings per share) 
2008 Quarters Ended 

March 31 June 30 Sept. 30 Dec. 31 

$11,068 $10,506 $10,512 $10,550 
4.944 4.331 3.902 3.537 
6,124 

37 
2,063 
6,021 

6,175 
140 

1,985 
5.861 

6,610 
184 

1,103 
5,841 

7,013 
741 

2,546 
6,895 

2,129 
745 

$ 1.384 

$ _ a 2 4 ^ 
S_024^ 

2,159 1,688 1,923 
753 582 94 

$ 1.406 $ 1.106 $ 1.829 

$ 0.24 $ 0.19 $ 0.32 
$ 0.24 $ 0.19 $ 0.32 

(In thousands, except eamings per share) 
2007 Quarters Ended 

March 31 June 30 Sept. 30 Dec. 31 

$8,811 $9,174 $10,310 $11,349 
4.337 
4,474 

7 
1,530 
4,324 

4,633 4,963 
4,541 

38 
1,635 
4,681 

5,347 
60 

1,769 
5,107 

5,448 
5,901 

18 
1,980 
6.515 

1,673 
505 

$1,168 

$ .24 

1,457 
520 

S 937 

$ .24 
$ .24 

1,949 
657 

$ 1.292 

_l-^26__ 
^ ^ _ 2 5 _ 

1,348 
229 

$ 1.119 

$ .19 
$ .20 
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PARTL 

Item h Business 

GENERAL 

Organization 

New Hampshire Thrift Bancshares, Inc. (NHTB or the Company), a Delaware holding corapany organized on 
July 5, 1989, is the parent corapany of Lake Sunapee Bank, fsb (the Bank), a federally chartered savings bank. The 
Bank was originally chartered by the State of New Harapshire in 1868 as the Newport Savings Bank. The Bank became 
a member ofthe Federal Deposit Insurance Corporation (FDIC) in 1959 and a member ofthe Federal Home Loan Bank 
of Boston in 1978. On December 1, 1980, the Bank was the first bank in the United States to convert from a state-
chartered mutual savings bank to a federally-chartered mutual savings bank. In 1981, the Bank changed its narae to 
"Lake Sunapee Savings Bank, fsb" and in 1994, refined its name to "Lake Sunapee Bank, fsb." The Bank's deposits are 
insured by the Deposit Insurance Fund ofthe FDIC. 

The Bank is a thrift institution established for the purposes of providing the public with a convenient and safe 
place to invest funds, for the financing of housing, consumer-oriented products and coramercial loans, and for providing 
a variety of other consumer-oriented financial services. The Bank is a full-service community institution promoting the 
ideals of thrift, security, home ownership and financial independence for its custoraers. The Bank's operations are 
conducted from its horae office located in Newport, New Hampshire and its branch offices located in Sunapee, Newbuiy, 
New London, Bradford, Grantham, Guild, Lebanon, West Lebanon, Hillsboro, Peterborough, Andover, Claremont, 
Enfield, and Milford, New Hampshire, and Brandon, Pittsford, Rutland, West Rutland, and Woodstock, Vermont. The 
Company had assets ofapproximately $843.2 million as ofDeceraber 31, 2008. 

Through its subsidiary. Lake Sunapee Financial Services Corporation, the Bank offers brokerage services to its 
custoraers. 

Market Area 

The Bank's market area is concentrated in the counties of Merrimack, Sullivan, Hillsborough, Grafton and 
Cheshire in central and western New Harapshire and the counties of Rutland and Windsor in Vermont. These 
areas are best known for their recreational facilities and its resort/retirement environment. 

There are several distinct regions within the Bank's market area. The Upper Valley region is located in 
the northwest-central area of New Hampshire, and includes the towns of Lebanon, a commerce and 
manufacturing center, home to Dartmouth-Hitchcock Medical Center, New Hampshire's only academic medical 
center, and Hanover, home of Dartmouth College. The central and south-east portion ofthe Bank's market area in 
New Hampshire is Lake Sunapee, a popular year-round recreation and resort area that includes both Lake 
Sunapee and Mount Sunapee. Finally, the Monadnock region, in southwestern New Hampshire, is named after 
Mount Monadnock, the major geographic landmark in the region and consists of Cheshire, southern Sullivan and 
western Hillsborough counties. 

Rutland and Windsor counties are located in south central Vermont. This region is home to many 
attractions, including Killington Mountain, Okemo Resort, and the city of Rutland. The popular vacation 
destinations in this region include Woodstock, Brandon, Ludlow and Quechee. 

Available Information 

The Company files annual, quarterly and current reports, proxy statements and other information with 
the SEC. You may read and copy any reports, proxy statements or other information filed by the Company at the 
SEC's public reference room in Washington, D.C, which is located at the following address: Public Reference 
Room, 100 F Street N.E., Room 1580, Washington, D.C. 20549. 

You can request copies of these documents, upon payment of a duplicating fee, by writing to the SEC. 
Please call the SEC at 1-800-SEC-0330 for further information on the operation of the SEC's public reference 
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rooms. The Company's SEC filings are also available to the public from document retrieval services and at the 
SEC's Internet website (http://www.sec.gov). 

LENDING ACTIVITIES 

The Bank's total loan portfolio was $636,720,290 at December 31, 2008, representing approximately 75% of 
total assets. As ofDecember 31, 2008, approxiraately 78% ofthe mortgage loan portfolio had adjustable rates. As of 
December 31, 2008, the Bank had sold $311,228,362 in fixed-rate mortgage loans in an effort to meet customer demands 
for fixed-rate loans, rainiraize the Bank's interest rate risk, and build a servicing portfolio. 

REAL ESTATE LOANS. Conventional loans are solicited by the Bank's loan origination team which solicits 
residential raortgage loans in the local real estate marketplace. Residential borrowers are frequently referred to the 
Bank by its existing customers or real estate agents. Generally, the Bank makes conventional mortgage loans (loans of 
80% of value or less that are neither insured nor partially guaranteed by government agencies) on one- to four-family 
owner occupied dwellings. The Bank also raakes residential loans up to 95% ofthe appraised value ifthe top 20% ofthe 
loan is covered by private mortgage insurance. Residential mortgage loans typically have terms up to 30 years and are 
amortized on a raonthly basis with principal and interest due each month. Currently, the Bank offers one-year, three-
year and five-year adjustable-rate raortgage loans and long-terra fixed-rate loans. Borrowers may prepay loans at their 
option or refinance their loans on terms agreeable to the Bank. The Bank's management believes that, due to 
prepayments in connection with refinancing and sales of property, the average length of the Bank's long-terra 
residential loans is approximately seven years. 

Since the mid-1960's, the terms of conventional residential mortgage loans originated by the Bank have 
contained a "due-on-sale" clause which permits the Bank to accelerate the indebtedness of a loan upon the sale or other 
disposition ofthe mortgaged property. Due-on-sale clauses are an important means of increasing the turnover of 
mortgage loans in the Bank's portfolio. 

Comraercial real estate loans are solicited by the Bank's coramercial banking team in the Bank's local real 
estate market. In addition, comraercial borrowers are frequently referred to the Bank by its existing customers, 
local accountants, and attorneys. Generally, the Bank raakes coraraercial real estate loans on loans up to 75% of 
value with terms up to twenty years, amortizing on a monthly basis with principal and interest due each month. 
Debt service coverage (the amount of cash left over after expenses have been paid) required to cover the Bank's 
interest and principal payments generally raust equal or exceed 125% ofthe loan payraents. 

REAL ESTATE CONSTRUCTION LOANS. The Bank offers construction loan financing on one- to four-
faraily owner occupied dwellings in the Bank's local real estate raarket. Generally, the Bank makes construction 
loans on loans up to 80% of value with terms of up to nine months. During the construction phase, inspections are 
made to assess construction progress and raonitor the disbursement of loan proceeds. The Bank also offers a "one-
step" construction loan, which provides construction and permanent financing with one loan closing. The "one-
step" is provided under the same terms and conditions of the Bank's conventional residential program. 

CONSUMER LOANS. The Bank makes various types of secured and unsecured consuraer loans, including 
home improvement loans. The Bank offers loans secured by automobiles, boats and other recreational vehicles. The 
Bank believes that the shorter terms and the norraally higher interest rates available on various types of consuraer 
loans is helpful in raaintaining a more profitable spread between the Bank's average loan yield and its cost of funds. 

The Bank provides home equity loans secured by liens on residential real estate located within the Bank's 
market area. These include loans with regularly scheduled principal and interest payments as well as revolving credit 
agreements. The interest rate on these loans is adjusted quarterly and tied to the movement of the prime rate. 

COMMERCIAL LOANS. The Bank offers comraercial loans in accordance with regulatory requireraents. 
Under current regulation, the Bank's coramercial loan portfolio is liraited to 20% oftotal assets. 

MUNICIPAL LOANS. The Bank's activity in the municipal lending market is limited to those towns and school 
districts located within its priraary lending area and such loans are extended for the purposes of either tax anticipation, 
building improvements or other capital spending requirements. Municipal lending is considered to be an area of 
accommodation and part of the Bank's continuing involvement with the communities it serves. 
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The following table sets forth the composition of the Bank's loan portfolio in dollar amounts and as a percentage ofthe 
portfolio at December 31: 

2008 2007 2006 

Real estate loans 
Conventional and Commercial 
Construction 
Consumer loans 
Commercial and municipal loans 

Total loans 
Unamortized adjustment to fair value 
Allowance for loan losses 
Deferred loan origination costs, net 
Loans receivable, net 

Real estate loans 
Conventional and Commercial 
Construction 
Consumer loans 
Coramercial and municipal loans 

Total loans 
Unamortized adjustment to fair value 
Allowance for loan losses 
Deferred loan origination costs, net 
Loans receivable, net 

Amount 

$ 483,694 
13,515 
79,468 
62,491 

639,168 
1,400 

(5,594) 
1,746 

$ 636,720 

% of Total 

75.68% 
2.11 

12.43 
9.78 

100.00% 

Araount 

($ in thou 

$ 478,252 
21,704 
75,619 
52,515 

628,090 
1,496 

(5,181) 
1,869 

$ 626,274 

200i 

Amount 

$ 359,304 
13,080 
64,393 
28,558 

465,335 
48 

(4,022) 
1,790 

$463,151 

% of Total 

sands) 

76.14% 
3.46 

12.04 
8.36 

100.00% 

5 

% ofTotal 

Amount 

$ 385,002 
17,109 
63,277 
29,522 

494,910 
36 

(3,975) 
1,741 

$ 492,712 

200^1 

Araount 

($ in thousands) 

77.21% $ 320,089 
2.81 21,757 

13.84 57,450 
6.14 16,723 

100.00% 416,019 
60 

(4,019) 
1,748 

$ 413,808 

% ofTotal 

77.79% 
3.45 

12.79 
5.97 

100.00% 

1 
% of Total 

76.94% 
5.23 

13.81 
4.02 

100.00% 
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The following table sets forth the maturities ofthe loan portfoho at Deceraber 31, 2008, and whether such loans have 
fixed or adjustable interest rates: 

One year 

or less 

One through 

five years 

Over 

five years Total 

7,605,151 $ 8,994,214 $ 83,728,340 $ 100,327,705 

9,977,248 8,001,476 378,902,515 396,881,239 

17,582,399 16,995,690 462,630,855 497,208,944 

1,972,433 

1,439,898 

7,649,571 

11,039,180 

584,326 

56,782,971 

10,206,330 

69,262,049 

3,412,331 18,688,751 57,367,297 79,468,379 

2,184,552 

7,310,569 

7,042,399 

14,347,635 

11,573,031 

20,033,159 

20,799,982 

41,691,363 

$ 

9,495,121 

_ 

30,489,851 $ 

21,390,034 

_ 

57,074,475 $ 

31,606,190 

1,399,900 

553,004,242 $ 

62,491,345 

1,399,900 

640,568,568 

Mafurities 

Real Estate Loans with: 

Predetermined interest rates 

Adjustable interest rates 

Collateral/Consumer Loans with: 

Predeterrained interest rates 

Adjustable interest rates 

Comraercial/Municipal Loans with: 

Predeterrained interest rates 

Adjustable interest rates 

Unaraortized adjustment to fair value 

Totals 

Thepreceding schedule includes $7,011,209 of non-performing loans categorized within the respective loan types. 

Origination, Purchase and Sale of Loans 

The primary lending activity of the Bank is the origination of conventional loans (i.e., loans of 80% of value or 
less that are neither insured nor partially guaranteed by government agencies) secured by first mortgage liens on 
residential properties, principally single-family residences, substantially all of which are located in the west-central area 
of New Hampshire and Rutland and Windsor counties in Vermont. 

The Bank evaluates the security for each new loan made. Appraisals, when required, are made for the Bank by 
qualified sub-contracted appraisers. The appraisal ofthe real property upon which the Bank makes a mortgage loan is 
of particular significance to the Bank in the event that the loan is foreclosed, since an improper appraisal may 
contribute to a loss by, or other financial detriment to, the Bank in the disposition ofthe loan. 

Detailed applications for mortgage loans are verified through the use of credit reports, financial statements and 
confirmations. Depending upon the size ofthe loan involved, a varying number of senior officers ofthe Bank must 
approve the application before the loan can be granted. At times, the Loan Review Coraraittee of the Bank's Board of 
Directors reviews particularly large loans. 

The Bank requires title certification on all first mortgage loans and the borrower is required to maintain hazard 
insurance on the security property. 

Delinquent Loans, Classified Assets and Ottier Real Estate Owned 

Reports listing delinquent accounts are generated and reviewed by management and the Board of Directors on 
a monthly basis. The procedures taken by the Bank when a loan becomes delinquent vary depending on the nature of 
the loan. When a borrower fails to make a required loan payraent, the Bank takes a nuraber of steps to ensure that the 
borrower will cure the delinquency. The Bank generally sends the borrower a notice of non-payraent. The Bank then 
follows-up with telephone and/or written correspondence. When contact is made, the Bank attempts to obtain full 
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payment, work out a repayraent schedule, or in certain instances obtain a deed in lieu of foreclosure. If foreclosure 
action is instituted and the loan is not brought current, paid in full, or refinanced before the foreclosure sale, the 
property securing the loan generally is sold at foreclosure. If the Bank purchases the property, it becoraes other real 
estate owned. 

Federal regulations and the Bank's Assets Classification Policy require that the Bank utilize an internal asset 
classification systera as a means ofreporting problem and potential problem assets. The Bank has incorporated the 
OTS internal asset classifications as part ofits credit raonitoring system. The Bank currently classifies problem and 
potential problem assets as substandard, doubtful, or loss assets. An asset is considered substandard if it is 
inadequately protected by the current net worth and paying capacity of the obligor or the collateral pledged, if any. 
Substandard assets include those characterized by the distinct possibility that the insured institution will sustain "some 
loss" if the deficiency is not corrected. Assets classified as doubtful have all the weaknesses inherent in those classified 
substandard with the additional characteristics that the weaknesses present make collection and liquidation in full, on 
the basis of currently existing facts, conditions and values, highly questionable and improbable. Assets classified as loss 
are those considered uncollectible and of such little value that their continuance as assets without the establishment of a 
specific loss reserve is not warranted. Assets which do not currently expose the insured institution to sufficient risk to 
warrant classification in one of the aforementioned categories but possess weaknesses are required to be designated 
special raention. 

When an insured institution classifies one or more assets or portions thereof as substandard or doubtful, it is 
required to establish a general valuation allowance for loan losses in an amount deemed prudent by manageraent. 
General valuation allowances represent loss allowances, which have been established to recognize the inherent risk 
associated with activities, but which, unlike specific allowances, have not been allocated to particular problera assets. 
When an insured institution classifies one or more assets or portions thereof as loss, it is required to establish a specific 
allowance for losses equal to 100% ofthe araount ofthe asset so classified or to charge off such amount. 

A savings institution's determination as to the classification ofits assets and the amount ofits valuation 
allowances is subject to review by the OTS, which can order the establishment of additional general or specific loss 
allowances. The OTS, in conjunction with the other federal banking agencies, has adopted an interagency policy 
statement on the allowance for loan and lease losses. The policy statement provides guidance for financial institutions 
on both the responsibilities of management for the assessment and establishment of adequate allowances and guidance 
for banking agency examiners to use in determining the adequacy of general valuation guidelines. Generally, the policy 
statement recommends that institutions have effective systems and controls to identify, raonitor and address asset 
quality probleras; that manageraent has analyzed all significant factors that affect the collectability of the portfolio in a 
reasonable manner; and that management has established acceptable allowance evaluation processes that meet the 
objectives set forth in the policy statement. 

Although management believes that, based on information currently available to it at this time, its allowance 
for loan losses is adequate, actual losses are dependent upon future events and, as such, further additions to the 
allowance for loan losses raay becorae necessary. 

The Bank classifies assets in accordance with the raanageraent guidelines described above. Total classified 
loans, excluding special mention, as ofDecember 31, 2008 and 2007 were $9,122,365 and $6,172,310, respectively. 
For further discussion regarding nonperforming assets, impaired loans and the allowance for loan losses, please see 
Management's Discussion and Analysis of Financial Condition and Results of Operations herein. 

SUBSIDIARY ACTIVITIES 

Sen/ice Corporations 

The Bank has an expanded service corporation authority because of its conversion from a state-chartered 
rautual savings bank to a federal institution in 1980. This authority, grandfathered in that conversion, perraits the 
Bank to invest 15% of its deposits, plus an amount of approximately $825,000, in service corporation activities permitted 
by New Hampshire law. However, the first 3% of these activities is subject to federal regulation and the remainder is 
subject to state law. This permits a 3% investment in activities not permitted by state law. 

As ofDecember 31, 2008, the Bank owned two service corporations, the Lake Sunapee Group, Inc., and the 
Lake Sunapee Financial Services Corporation. The Lake Sunapee Group owns and maintains the Bank's buildings and 
investment properties. The Lake Sunapee Financial Services Corporation sells brokerage, securities, and insurance 
products to its customers. 
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NHTB Capital Trust II and III 

NHTB Capital Trust II (Trust II) and NHTB Capital Trust III (Trust III) are statutory business trusts 
forraed under the laws ofthe State of Connecticut and are wholly owned subsidiaries of the Company. On March 
30, 2004, the Trust II issued $10.0 raillion of 6.06%, 5-year Fixed-Floating Capital Securities. On March 30, 2004, 
the Trust III issued $10.0 raillion of Floating Capital Securities, adjustable every three months at LIBOR plus 
2.79%). On May 1, 2008, the Company entered into an interest rate swap agreeraent with PNC Bank to convert 
the floating-rate payments on Trust III to fixed-rate payraents. The terms ofthe interest rate swap agreement are 
as follows: 

Notional amount: $10,000,000 
Trade date: May 1, 2008 
Effective date: June 17, 2008 
Termination date: June 17, 2013 
Fixed-rate payer: New Hampshire Thrift Bancshares, Inc. 
Payraent dates: Quarterly 
Fixed-rate: 6.65% 
Floating rate payer: PNC Bank 
Payraent dates: Quarterly 
Index: Three-month LIBOR 

For raore information, see Note 2 of the Consolidated Financial Statements. 

COMPETITION 

The Bank faces strong competition in the attraction of deposits. Its most direct corapetition for deposits coraes 
from the other thrifts and commercial banks as well as credit unions located in its primary market areas. The Bank 
faces additional significant competition for investors' funds from mutual funds and other corporate and government 
securities. 

The Bank competes for deposits principally by offering depositors a wide variety of savings programs, a market 
rate of return, tax-deferred retirement programs and other related services. The Bank does not rely upon any 
individual, group or entity for a material portion of its deposits. 

The Bank's competition for real estate loans comes from mortgage banking companies, other thrift institutions 
and comraercial banks. The Bank competes for loan originations primarily through the interest rates and loan fees it 
charges and the efficiency and quality of services it provides borrowers, real estate brokers and builders. The Bank's 
corapetition for loans varies frora time to time depending upon the general availability of lendable funds and credit, 
general and local economic conditions, current interest rate levels, volatility in the mortgage markets and other factors 
which are not readily predictable. The Bank has eight loan originators on staff who call on real estate agents, follow 
leads, and are available seven days a week to service the mortgage loan market. 

INVESTMENT ACTIVITIES 

Federally chartered savings institutions have the authority to invest in various types of liquid assets including 
United States Treasury obligations, securities of various federal agencies, certificates ofdeposit of insured banks and 
savings institutions, bankers' acceptances, repurchase agreeraents and federal funds. Subject to various restrictions, 
federally chartered savings institutions may also invest their assets in coramercial paper, investment-grade corporate 
debt securities and rautual funds whose assets conforra to the investments that a federally chartered savings institution 
is otherwise authorized to make directly. 

The Bank is required by SFAS No. 115 to categorize its securities as held-to-maturity, available-for-sale, or 
held-for-trading. Please refer to Note 3 of the Consolidated Financial Statements for certain information regarding 
amortized costs, fair values and raaturities of securities. 
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Maturities of debt securities, excluding mortgage-backed and asset-backed securities, are as follows as ofDecember 31, 
2008: 

Available-for-sale securities 
U.S. Government, including agencies 

Total due in less than one year 

U.S. Government, including agencies 
Other bonds and debentures 

Total due after one year through five years 

Preferred stock with maturities 
Other bonds and debentures 

Total due after ten years 

$ 

$ 

Fair Value 

6,042,500 
6,042,500 

7,130,313 
2,197,218 
9,327,531 

4,278,000 
275,000 

4,553,000 
19,923,031 

$ 

$ 

Amortized Cost 

6,004,084 
6,004,084 

7,010,996 
2,126,098 
9,137,094 

5,000,000 
275,000 

5,275,000 
20,416,178 

Weighted 
Average 

Yield 

4.08 % 
4.08 

3.63 
4.31 
3.79 

6.39 
6.79 
6.12 
4.52 % 

The amortized cost of securities and their approxiraate fair values are summarized as follows: 

December 3L 2008 
Available-for-sale: 

Bonds and notes-
U.S. Government, including agencies 
Mortgage-backed securities 
Asset-backed securities 
Other bonds and debentures 
Preferred stock with maturities 

Equity securities 
Total available-for-sale securities 

December 31, 2007 
Available-for-sale: 

Bonds and notes-
U.S. Government, including agencies 
Mortgage-backed securities 
Asset-backed securities 
Other bonds and debentures 
Preferred stock with raaturities 

Equity securities 
Total available-for-sale securities 

$ 

$ 

$ 

$ 

Amortized 
Cost 

13,015,080 
59,209,471 

1,499,732 
2,401,098 
5,000,000 

494,666 
81,620,047 

Amortized 
Cost 

21,516,957 
50,945,486 

1,499,688 
8,136,635 
5,000,000 
1,374,386 

88,473,152 

$ 

$ 

$ 

$ 

Gross Unrealized 
Gains 

157,733 
1,334,771 

-
71,120 

-
540 

1,564,164 

Gross Unrealized 
Gains 

11,632 
130,641 

3,403 
20,628 

-
100,814 
267,118 

$ 

$ 

$ 

$ 

Gross Unrealized 
Losses 

40,545 
305,642 

-
722,000 
127,536 

1,195,723 

Gross Unrealized 
Losses 

13,548 
604,756 

-
21,963 

950,000 
340,000 

1,930,267 

$ 

$ 

$ 

$ 

Fair Value 

13,172,813 
60,503,697 

1,194,090 
2,472,218 
4,278,000 

367,670 
81,988,488 

Fair Value 

21,515,041 
50,471,371 

1,503,091 
8,135,300 
4,050,000 
1,135,200 

86,810,003 
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December 3L 2006 
Available-for- sale: 

Bonds and notes-
U.S. Governraent, including agencies 
Mortgage-backed securities 
Asset-backed securities 
Other bonds and debentures 
Preferred stock with maturities 

Equity securities 
Total available-for-sale securities 

Amortized 
Cost 

$ 23,474,124 
52,488,507 

1,499,645 
9,338,228 
6,000,000 

484,386 
$ 93,284,890 

$ 

$ 

Gross Unrealized 
Gains 

13,627 
2,830 

169 
10,400 

148,884 
175,910 

$ 

$ 

Gross Unrealized 
Losses 

350,686 
1,497,177 

-
86,633 

4,001 
-

1,938,497 

$ 

$ 

Fair Value 

23,123,438 
51,004,957 

1,502,475 
9,251,764 
6,006,399 

633,270 
91,522,303 

DEPOSIT ACTIVITIES AND OTHER SOURCES OF FUNDS 

The Bank offers a variety of deposit accounts with a range of interest rates and terms. The Bank's deposits 
consist ofbusiness checking, money market accounts, savings, NOW and certificate accounts. The flow of deposits 
is influenced by general economic conditions, changes in money market rates, prevailing interest rates and 
competition. The Bank's deposits are obtained predominately from within the Bank's primary market areas. The 
Bank uses traditional means to advertise its deposit products, including print media, and generally does not solicit 
deposits from outside its primary market areas. The Bank offers negotiated rates on some of its certificate 
accounts. At December 31, 2008, time deposits represented approximately 45% oftotal deposits. Time deposits 
included $104,772,792 of certificates of deposit in excess of $100,000. 

The following table presents deposit activity ofthe Bank for the years ended December 31: 

2008 2007 

Net deposits (withdrawals) 
Acquired deposits 
Interest credited on deposit accounts 
Total increase (decrease) in deposit accounts 

2006 

$ 

$ 

(12,537) 

12,938 
401 

($in 
$ 

$ 

Thousands) 
22,561 

151,964 
12,941 

187,466 

$ 

$ 

(6,877) 

7,746 
869 

At December 31, 2008, the Bank had $104.8 raillion in certificate of deposit accounts in amounts of $100,000 or 
more maturing as follows: 

Maturity Period 

3 months or less 
Over 3 through 6 months 
Over 6 through 12 months 
Over 12 months 

Total 

Amount 
($ in thousands) 

$ 29,251 
27,885 
39,015 

8,622 

Weighted Average Rate 

104,773 

2.58% 
2.96% 
3.26%) 
3.43% 
3.00% 
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The following table sets forth the distribution ofthe Bank's deposit accounts as ofDecember 31 indicated and the 
percentage to total deposits: 

2008 2007 2006 

Checking accounts 
NOW accounts 
Money market accounts 
Regular savings accounts 
Treasury savings accounts 
Club deposits 

Total 
Time deposits 

Less than 12 months 
Over 12 through 36 months 
Over 36 months 
Total time deposits 

Total Deposits 

Amount 

$ 45,968 
155,662 
40,424 
11,063 

107,110 
93 

360,320 

261,556 
29,248 

2,229 
293,033 

$ 653,353 

% of Total 

7.0% 
23.9 
6.2 
1.7 

16.4 
-

55.2 

40.0 
4.5 
0.3 

44.8 
100.0% 

Amount % of Total 
($ in thousands) 

$ 48,260 7.4% 
151,847 23.3 
41,225 6.3 
12,031 1.8 

104,163 16.0 
94 

357,620 54.8 

270,586 41.5 
23,780 3.6 

966 0.1 
295,332 45.2 

$ 652,952 100.0% 

Amount 

$ 38,664 
129,163 
25,276 

9,976 
77,301 

57 
280,437 

172,195 
12,676 

198 
185,069 

$ 465,506 

% ofTotal 

8.3% 
27.8 
5.4 
2.1 

16.6 
-

60.2 

37.1 
2.7 

-
39.8 
100.0% 

The following table presents the average balance of each tjrpe of deposit and the average rate paid on each type of 
deposit for the year indicated. 

2008 
For the Year Ended December 3 7, 

2007 2006 

NOW 
Savings deposits 
Money market deposits 
Time deposits 
Demand deposits 

Total Deposits 

$ 

=1 

Average 
Balance 

169,835 
122,516 
39,235 

290,648 
29,286 

651,520 

Average 
Rate Paid 

0.27% 
1.06 
1.46 
3.59 

-

$ 

=1 

Average Average 
Balance Rate Paid 

($ in thousands) 

119,238 
104,455 
32,252 

226,618 
30,573 

513,136 

0.67% 
0.64 
1.37 
4.53 

-

$ 

J, 

Average 
Balance 

133,732 
102,453 
29,858 

163,227 
29,452 

458,722 

Average 
Rate Paid 

0.67% 
0.64 
0.54 
3.68 

-

The following table presents, by various rate categories, the amount of time deposits as ofDecember 31: 

Time Deposits 2008^ 200Z 2006 

0.00% - 0.99% 
1.00%-1.99% 
2.00% - 2.99% 
3.00% - 3.99% 
4.00% - 4.99% 
5.00% - 5.99% 
6.00% - 6.99% 

Total 

$ 

$ 

1,117 
18,563 

118,986 
134,865 

19.256 
246 

-
293,033 

($ 
$ 

$ 

in thousands) 
3,447 

13,364 
8,229 

15,781 
195,714 
57,653 

1,144 
295,332 

$ 

$ 

2,765 
11,964 
7,595 

14,616 
93,268 
54,861 

-
185,069 

Borrowings 

The Bank utilizes advances from the Federal Home Loan Bank of Boston (FHLB) as a funding source 
alternative to retail deposits. By utilizing FHLB advances, the Bank can raeet its liquidity needs without otherwise 
being dependent upon retail deposits. These advances are collateralized primarily by mortgage loans and 
mortgage-backed securities held by the Bank and secondarily by the Bank's investment in capital stock of the 
FHLB. The maximum amount that the FHLB will advance to raember institutions fluctuates from time-to-time in 
accordance with the policies ofthe FHLB. At Deceraber 31, 2008, the Bank had outstanding advances of $66 
million from FHLB and advances outstanding of $63 million from FHLB at December 31, 2007. 
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The following table represents the balances, average amount outstanding, maximura outstanding, and average 
interest rates for short-term borrowings reported in the financial statements for the year indicated: 

Balance at year end 
Average amount outstanding 
Maximum amount outstanding at any raonth-end 
Average interest rate for the year 
Average interest rate on year-end balance 

2008 2007 2006 

$ 
($ 

5,000 
861 

5,000 
1.28% 
1.28% 

in 
$ 

thousands) 
-

32,917 
55,000 

5.31% 
-

$ 20,000 
20,833 
60,000 

5.16% 
5.12% 

REGULATION 

General . NHTB is regulated as a savings and loan holding company by the OTS. NHTB is required to 
file reports with, and otherwise comply with the rules and regulations of the OTS and the SEC under the federal 
securities laws. The Bank, as a federal savings bank, is subject to regulation, examination and supervision by the 
OTS, as its primary regulator, and the Federal Deposit Insurance Corporation ("FDIC") as its deposit insurer. The 
Bank must file reports with the OTS and the FDIC concerning its activities and financial condition. 

The following references to the laws and regulations under which NHTB and the Bank are regulated are 
brief sumraaries thereof, do not purport to be complete, and are qualified in their entirety by reference to such 
laws and regulations. The OTS and the FDIC have significant discretion in connection with their supervisory and 
enforcement activities and examination policies under the applicable laws and regulations. Any change in such 
laws, regulations or policies, whether by the OTS, the FDIC, the SEC or the Congress, could have a material 
adverse irapact on NHTB and the Bank, and their operations and stockholders. 

Regulation of Federal Savings Associations 

Business Activities. The Bank derives its lending and investraent powers frora the Home Owners' Loan 
Act, as amended (the "HOLA"), and the regulations of the OTS. Under these laws and regulations, the Bank may 
invest in raortgage loans secured by residential and commercial real estate, commercial and consumer loans, 
certain types of debt securities, and certain other assets. The Bank may also establish service corporations that 
raay engage in activities not otherwise permissible for the Bank, including certain real estate equity investments. 
The Bank's authority to invest in certain types of loans or other investments is liraited by federal law and 
regulation. 

Loans to One Borrower . The Bank is generally subject to the sarae liraits on loans to one borrower as a 
nationai bank. With specified exceptions, the Bank's total loans or extensions of credit to a single borrower cannot 
exceed 15% of the Bank's unimpaired capital and surplus which does not include accuraulated other 
comprehensive income. The Bank may lend additional amounts up to 10% ofits unimpaired capital and surplus 
which does not include accumulated other coraprehensive incorae, if the loans or extensions of credit are fully-
secured by readily-marketable collateral. The Bank currently coraplies with applicable loans-to-one borrower 
limitations. 

QTL Test. Under federal law, the Bank must comply with the qualified thrift lender, or "QTL" test. 
Under the QTL test, the Bank is required to maintain at least 65% of its "portfolio assets" in certain "qualified 
thrift investments" in at least nine months of the raost recent 12-month period. "Portfolio assets" means, in 
general, the Bank's total assets less the sum of: 

• specified liquid assets up to 20% of total assets; 

• goodwill and other intangible assets; and 

• the value of property used to conduct the Bank's business. 

"Qualified thrift investraents" include certain assets that are includable without limit, such as residential 
and manufactured housing loans, home equity loans, education loans, small business loans, credit card loans, 
mortgage backed securities. Federal Horae Loan Bank stock and certain U.S. government obligations. The term 
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also includes assets that are includable up to 20% of portfolio assets, such as certain consumer loans and loans in 
"credit-needy" areas. 

The Bank may also satisfy the QTL test by qualifying as a "doraestic building and loan association" as 
defined in the Internal Revenue Code of 1986. The Bank met the QTL test at December 31, 2008, and in each of 
the prior 12 months, and, therefore is a "qualified thrift lender." Ifthe Bank fails the QTL test, and is unable to 
correct that failure for a period of time, it must either operate under certain restrictions on its activities or convert 
to a bank charter. 

Capital Requi rements . OTS regulations require savings associations to meet three miniraum capital 
standards: 

(1) a tangible capital ratio requirement of 1.5% oftotal assets as adjusted under the OTS regulations; 

(2) a leverage ratio requireraent of 3.0% of core capital to such adjusted total assets, if the Bank has been 
assigned the highest coraposite rating of 1 under the Uniform Financial Institutions Rating System; 
the minimum leverage capital ratio for any other depository institution that does not have a composite 
rating of 1 will be 4%, unless a higher leverage capital ratio is warranted by the particular 
circumstances or risk profile of the depository institution; and 

(3) a risk-based capital ratio requirement of 8.0% of core and supplementary capital to total risk-based 
assets, provided that the amount of supplementary capital used to satisfy this requirement shall not 
exceed the amount of core capital. 

The minimum leverage capital ratio for any other depository institution that does not have a composite 
rating of 1 will be 4%, unless a higher leverage capital ratio is warranted by the particular circumstances or risk 
profile of the depository institution. In determining the amount of risk-weighted assets for purposes of the risk-
based capital requirement, a savings association must corapute its risk-based assets by multiplying its assets and 
certain off-balance sheet items by risk-weights, which range from 0% for cash and obligations issued by the United 
States Government or its agencies to 100% for consumer, commercial loans, home equity and construction loans 
and certain other assets as assigned by the OTS capital regulations based on the risks found by the OTS to be 
inherent in the type of asset. The risk-weight for certain positions in eligible rated securities ranges from 20% for 
the highest or second highest rating category to 200% for one rating category below investment grade. 

Tangible capital is defined, generally, as common stockholder's equity (including retained earnings), 
certain noncumulative perpetual preferred stock and related earnings, minority interests in equity accounts of 
fully consolidated subsidiaries, less intangible assets (other than certain servicing rights and nonsecurity financial 
instruments) and investments in and loans to subsidiaries engaged in activities not permissible for a national 
bank. Core capital (or tier 1 capital) is defined sirailarly to tangible capital, but core capital also includes certain 
qualifying supervisory goodwill and certain purchased credit card relationships. Suppleraentary capital (or tier 2 
capital) includes cumulative and other preferred stock, mandatory convertible debt securities, subordinated debt 
and intermediate preferred stock and the allowance for loan and lease losses. In addition, up to 45% of unrealized 
gains on available-for-sale equity securities with a readily determinable fair value may be included in tier 2 
capital. The allowance for loan and lease losses includable in tier 2 capital is limited to a maximum of 1.25%) of 
risk-weighted assets. 

At December 31, 2008, the Bank met each ofits capital requireraents. The table below presents the 
Bank's regulatory capital as compared to the OTS regulatory capital requirements at December 31, 2008: 

Bank 

65,715 
65,715 
67,118 

Capital Requirements 
($ in thousands) 

$ 12,137 
32.366 
47,266 

Excess Capital 

$ 53,578 
33,349 
19,852 

Tangible capital 
Core capital 
Risk-based capital 

Community Reinves tment Act. Under the Coraraunity Reinvestment Act (CRA), as implemented by 
OTS regulations, the Bank has a continuing and affirmative obligation consistent with its safe and sound 
operation to help meet the credit needs of its entire community, including low and moderate income 
neighborhoods. The CRA does not establish specific lending requirements or prograras for the Bank nor does it 
limit the Bank's discretion to develop the types of products and services that it believes are best suited to its 
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particular community, consistent with the CRA. The CRA requires the OTS, in connection with its exaraination of 
a savings association, to assess the association's record of meeting the credit needs of its coramunity and to take 
such record into account in its evaluation of certain applications by such association. The CRA also requires all 
institutions to make public disclosure oftheir CRA ratings. The Bank received an "Outstanding" rating in its 
most recent CRA examination, dated January 17, 2007. 

The CRA regulations establish an assessment system that bases an association's rating on its actual 
performance in meeting community needs. In particular, the assessment system focuses on three tests: 

• a lending test, to evaluate the institution's record of making loans in its assessment areas; 

• an investment test, to evaluate the institution's record of investing in coraraunity developraent 
projects, affordable housing, and prograras benefiting low or raoderate incorae individuals and 
businesses in its assessraent area or a broader area that includes its assessraent area; and 

• a service test, to evaluate the institution's delivery of services through its retail banking channels and 
the extent and innovativeness of its coraraunity developraent services. 

Transac t ions wi th Affiliates. The Bank's authority to engage in transactions with its "affiliates" is 
liraited by the OTS regulations, the Federal Reserve Board's Regulation W and Sections 23A and 23B ofthe 
Federal Reserve Act (FRA). In general, these transactions must be on terras which are at least as favorable to the 
Bank as coraparable transactions with non-affiliates. In addition, certain types ofthese transactions referred to as 
"covered transaction" are subject to quantitative liraits based on a percentage of the Bank's capital, thereby 
restricting the total dollar amount of transactions the Bank may engage in with each individual affiliate and with 
all affiliates in the aggregate. Affiliates must pledge qualifying collateral in amounts between 100% and 130% of 
the covered transaction in order to receive loans from the Bank. In addition, applicable regulations prohibit a 
savings association from lending to any of its affiliates that engage in activities that are not permissible for bank 
holding corapanies and from purchasing low-quality (i.e., non-performing) assets from an affiliate or purchasing 
the securities of any affiliate, other than a subsidiary. 

Loans to Ins iders . The Bank's authority to extend credit to its directors, executive officers and principal 
stockholders, as well as to entities controlled by such persons, is governed by the requirements of Sections 22(g) 
and 22(h) ofthe FRA and Regulation O ofthe Federal Reserve Board. Araong other things, these provisions 
require that extensions of credit to insiders: 

• be made on terms that are substantially the same as, and follow credit underwriting procedures that 
are not less stringent than, those prevailing for comparable transactions with non-insiders and that 
do not involve more that the normal risk of repayment or present other features that are unfavorable 
to the Bank; and 

• not exceed certain liraitations on the araount of credit extended to such persons, individually and in 
the aggregate, which limits are based, in part, on the araount of the Bank's capital. 

The regulations allow small discounts on fees on residential mortgages for directors, officers and 
employees. In addition, extensions for credit to insiders in excess of certain limits must be approved by the Bank's 
Board of Directors. 

Enforcement . The OTS has primary enforcement responsibility over savings associations, including the 
Bank. This enforcement authority includes, among other things, the ability to assess civil money penalties, to 
issue cease and desist orders and to remove directors and officers. In general, these enforcement actions may be 
initiated in response to violations of laws and regulations and to unsafe or unsound practices. 

P rompt Correct ive Action Regulat ions. Under the OTS prompt corrective action regulations, the 
OTS is required to take certain, and is authorized to take other, supervisory actions against undercapitalized 
savings associations. For this purpose, a savings association is placed in one of the following four categories based 
on the association's capital: 

• well capitalized; 

• adequately capitalized; 
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• undercapitalized; or 

• critically undercapitalized. 

At Deceraber 31, 2008, the Bank met the criteria for being considered "well-capitalized." When 
appropriate, the OTS can require corrective action by a savings association holding company under the "prompt 
corrective action" provision of federal law. 

S t a n d a r d s for Safety and Soundness . Pursuant to the Federal Deposit Insurance Act, the OTS has 
adopted a set of guidelines prescribing safety and soundness standards. These guidelines establish general 
standards relating to internal controls, information systems, internal audit systems, loan docuraentation, credit 
underwriting, interest rate risk exposure, asset growth, asset quality, earnings standards, compensation, fees and 
benefits. In general, the guidelines require appropriate systems and practices to identify and manage the risks 
and exposures specified in the guidelines. 

In addition, the OTS adopted regulations that authorize, but do not require, the OTS to order an 
institution that has been given notice that it is not satisfying these safety and soundness standards to submit a 
compliance plan. If, after being notified, an institution fails to submit an acceptable plan or fails in any material 
respect to irapleraent an accepted plan, the OTS raust issue an order directing action to correct the deficiency. 
Further, the OTS may issue an order directing corrective actions and raay issue an order directing other actions of 
the types to which an undercapitalized association is subject under the "prompt corrective action" provisions of 
federal law. If an institution fails to coraply with such an order, the OTS raay seek to enforce such order in 
judicial proceedings and to impose civil money penalties. 

Limita t ions on Capital Dis t r ibut ions . The OTS imposes various restrictions or requirements on the 
Bank's ability to make capital distributions, including cash dividends. A savings institution that is the subsidiary 
of a savings and loan holding corapany must file a notice with the OTS at least 30 days before raaking a capital 
distribution. The Bank must file an application for prior approval if the total amount of its capital distributions, 
including the proposed distribution, for the applicable calendar year would exceed an amount equal to the Bank's 
net income for that year plus the Bank's retained net income for the previous two years. 

The OTS may disapprove a notice or application if: 

• The Bank would be undercapitalized following the distribution; 

• the proposed capital distribution raises safety and soundness concerns; or 

• the capital distribution would violate a prohibition contained in any statute, regulation or agreement. 

NHTB's ability to pay dividends, service debt obligations and repurchase coramon stock is dependent upon 
receipt of dividend payments from the Bank. 

Liquidity. The Bank is required to maintain a sufficient amount of liquid assets to ensure its safe and 
sound operation. 

Insu rance of Deposit Accounts . The Bank is a member of the Deposit Insurance Fund maintained by 
the FDIC, and the Bank pays its deposit insurance assessraents to the Deposit Insurance Fund. The Deposit 
Insurance Fund was forraed on March 31, 2006, following the merger ofthe Bank Insurance Fund and the Savings 
Association Insurance Fund in accordance with the Federal Deposit Insurance Reform Act of 2005 ("DIF Act"). In 
addition to merging the insurance funds, the DIF Act established a statutory rainimum and maximura designated 
reserve ratio for the Deposit Insurance Fund and granted the FDIC greater flexibility in establishing the required 
reserve ratio. In its regulations implementing the DIF Act, the FDIC has set the current annual designated 
reserve ratio for the Deposit Insurance Fund at 1.25%. 

In order to maintain the Deposit Insurance Fund, member institutions are assessed an insurance 
preraiura. The amount of each institution's premium is currently based on the balance of insured deposits and the 
degree of risk the institution poses to the Deposit Insurance Fund. Under the assessment system, the FDIC 
assigns an institution to one of four risk categories using a two-step process based first on capital ratios (the 
capital group assignraent) and then on other relevant information (the supervisory subgroup assignraent). Each 
risk category is assigned an assessment rate. 
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As of January 1, 2009, all insured institutions will pay a base rate annual assessment of 12 to 50 basis 
points (a basis point is $0.01 per $100 of assessable deposits) for the first quarter of 2009 based on the risk of loss 
to the Depository Insurance Fund posed by the particular institution. This is a substantial increase from the base 
rate assessment of 2 to 43 basis points that was in effect during 2008. The increase in the base rate assessraent 
frora 2008 to 2009 is due to the financial crises affecting the banking system and financial markets. For 
institutions such as the Bank, which do not have a long-term public debt rating, the individual risk assessraent is 
based on its supervisory ratings and certain f'inancial ratios and other measurements of its financial condition. For 
institutions that have a long-term public debt rating, the individual risk assessment is based on its supervisory 
ratings and its debt rating. 

On February 27, 2009, the FDIC issued new rules to take effect April 1, 2009 that will change the way the 
FDIC differentiates risk and appropriate assessraent rates. Base assessraent rates set to take effect on April 1, 
2009 will range from 12 to 45 basis points, but giving effect to certain risk adjustments in the rule issued by the 
FDIC on February 27, 2009, assessments may range frora 7 to 77.5 basis points. In addition, the FDIC also issued 
an interim rule on February 27, 2009 that will impose an eraergency special assessment of 20 basis points in 
addition to its risk-based assessment. This assessment will be imposed on June 30, 2009 and collected on 
September 30, 2009. Due to the systemic increase in deposit insurance assessments, and the special emergency 
assessment the Bank will be subject to increased deposit preraiura expenses in future periods. 

On October 14, 2008, the FDIC announced a new prograra, the Temporary Liquidity Guarantee Program 
("TLGP") that provides unliraited deposit insurance on funds invested in noninterest-bearing transaction deposit 
accounts in excess of the existing deposit insurance limit of $250,000. Participating institutions will be assessed a 
$0.10 surcharge per $100 of deposits above the existing deposit insurance limit. The TLGP also provides that the 
FDIC, for an additional fee, will guarantee qualifying senior unsecured debt issued prior to October 2009 by 
participating banks and certain qualifying holding companies. The Bank opted to remain in the transaction 
account guarantee portion of the TLGP, but opted out of the debt guarantee portion. 

In addition, all FDIC-insured institutions are required to pay a pro rata portion ofthe interest due on 
obligations issued by the Financing Corporation to fund the closing and disposal of failed thrift institutions by the 
Resolution Trust Corporation. At December 31, 2008, the Federal Deposit Insurance Corporation assessed Deposit 
Insurance Fund-insured deposits 1.10 basis points per $100 of deposits to cover those obligations. The Financing 
Corporation rate is adjusted quarterly to reflect changes in assessraent bases of the Deposit Insurance Fund. This 
obligation will continue until the Financing Corporation bonds raature in 2017. 

Federa l Home Loan Bank System. The Bank is a raeraber of the Federal Home Loan Bank of Boston, 
which is one of the regional FHLBs comprising the FHLB System. Each FHLB provides a central credit facility 
priraarily for its raeraber institutions. The Bank, as a member of the FHLB of Boston, is required to acquire and 
hold shares of capital stock in the FHLB of Boston. While the required percentages of stock ownership are subject 
to change by the FHLB, the Bank was in compliance with this requireraent with an investraent in FHLB of Boston 
stock at December 31, 2008 of $4.9 million. Any advances from a FHLB must be secured by specified types of 
collateral, and all long-terra advances raay be obtained only for the purpose of providing funds for residential 
housing finance. 

The FHLBs are required to provide funds for the resolution of insolvent thrifts and to contribute funds for 
affordable housing prograras. These requirements could reduce the araount of earnings that the FHLBs can pay 
as dividends to their members and could also result in the FHLBs imposing a higher rate of interest on advances 
to their members. If dividends were reduced, or interest on future FHLB advances increased, the Bank's net 
interest income would be affected. 

On January 28, 2009, the FHLB of Boston notified its members via a letter from its President of its focus 
on preserving capital in response to ongoing market volatility. The letter outlined that actions taken by the FHLB 
of Boston included an excess stock repurchase moratorium, an increased retained earnings target, and quarterly 
dividend payout restrictions, and indicated that merabers will likely face quarters where there is little to no 
dividend payout. The FHLB of Boston also indicated they could not indicate when dividends might edge closer to 
historical levels. 

Federa l Reserve System. Under regulations of the FRB, the Bank is required to maintain noninterest-
earning reserves against its transaction accounts (primarily NOW and regular checking accounts). The FRB 
regulations exerapt $8,500,000 of otherwise reservable balances frora the reserve requireraents. A 3% reserve is 
required for transaction account balances over $9,300,000 and up to $34,600,000. Transaction account balances 
over $34,600,000 are subject to a reserve requirement of $1,038,000 plus 10% of any amount over $34,600,000. 
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The Bank is in compliance with the foregoing reserve requirements. Because required reserves must be 
maintained in the form of vault cash, a noninterest-bearing account at a Federal Reserve Bank, or a pass-through 
account as defined by the FRB, the effect of this reserve requirement is to reduce the Bank's interest-earning 
assets. The balances maintained to meet the reserve requirements iraposed by the FRB raay be used to satisfy 
liquidity requirements imposed by the OTS. FHLB System raembers are also authorized to borrow from the 
Federal Reserve discount window. 

Prohibi t ions Against Tying Arrangements . The Bank is subject to prohibitions on certain tying 
arrangements. A depository institution is prohibited, subject to certain exceptions, from extending credit to or 
offering any other service, or fixing or varying the consideration for such extension of credit or service, on the 
condition that the customer obtain some additional product or service from the institution or its affiliates or not 
obtain services of a competitor of the institution. 

The Bank Secrecy Act. The Bank and NHTB are subject to the Bank Secrecy Act, as amended by the 
USA PATRIOT Act, which gives the federal government powers to address money laundering and terrorist threats 
through enhanced domestic security measures, expanded surveillance powers, and mandatory transaction 
reporting obligations. By way of example, the Bank Secrecy Act iraposes an affirmative obligation on the Bank to 
report currency transactions that exceed certain thresholds and to report other transactions determined to be 
suspicious. 

Title III of the USA PATRIOT Act takes measures intended to encourage inforraation sharing araong 
financial institutions, bank regulatory agencies and law enforcement bodies. Further, certain provisions of Title 
III impose affirmative obligations on a broad range of financial institutions, including banks, thrifts, brokers, 
dealers, credit unions, raoney transfer agents and parties registered under the Coraraodity Exchange Act. Among 
other requirements, the USA PATRIOT Act imposes the following obligations on financial institutions: 

• 

• 

• 

financial institutions must establish anti-money laundering programs that include, at minimum: (i) 
internal policies, procedures, and controls, (ii) specific designation of an anti-money laundering 
compliance officer, (iii) ongoing employee training programs, and (iv) an independent audit function to 
test the anti-money laundering program; 

financial institutions must establish and raeet minimura standards for customer due diligence, 
identification and verification; 

financial institutions that establish, maintain, administer, or manage private banking accounts or 
correspondent accounts in the United States for non-United States persons or their representatives 
(including foreign individuals visiting the United States) must establish appropriate, specific, and, 
where necessary, enhanced due diligence policies, procedures, and controls designed to detect and 
report money laundering through those accounts; 

financial institutions are prohibited from establishing, maintaining, administering or managing 
correspondent accounts for foreign shell banks (foreign banks that do not have a physical presence in 
any country), and are subject to certain recordkeeping obligations with respect to correspondent 
accounts of foreign banks; and 

bank regulators are directed to consider a bank's or holding corapany's effectiveness in corabating 
money laundering when ruling on Federal Reserve Act and Bank Merger Act applications. 

Office of Foreign Asset Control. The Bank and NHTB, like all United States companies and 
individuals, are prohibited from transacting business with certain individuals and entities named on the Office of 
Foreign Asset Control's list of Specially Designated Nationals and Blocked Persons. Failure to comply may result 
in fines and other penalties. The Office of Foreign Asset Control issued guidance directed at financial institutions 
in which it asserted that it may, in its discretion, exaraine institutions determined to be high-risk or to be lacking 
in their efforts to coraply with these prohibitions. 
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Holding Company Regulation 

NHTB is a savings and loan holding company regulated by the OTS. As such, NHTB is registered with 
and subject to OTS exaraination and supervision, as well as certain reporting requireraents. In addition, the OTS 
has enforcement authority over NHTB and any ofits non-savings institution subsidiaries. Araong other things, 
this authority perraits the OTS to restrict or prohibit activities that are determined to be a serious risk to the 
financial safety, soundness or stability of a subsidiary savings institution. Unlike bank holding companies, federal 
savings and loan holding corapanies are not subject to regulatory capital requirements or to supervision by the 
FRB. 

HOLA prohibits a savings and loan holding company, directly or indirectly, or through one or more 
subsidiaries, from acquiring control (as defined under HOLA) of another savings institution without prior OTS 
approval. In addition, a savings and loan holding company is prohibited from directly or indirectly acquiring, (i) 
through mergers, consolidation or purchase of assets, another savings association or a holding company thereof, or 
acquiring all or substantially all of the assets of such association or company without prior OTS approval; and (ii) 
control of any depository institution not insured by the FDIC (except through a merger with and into the holding 
corapany's savings institution association that is approved by the OTS). 

A savings and loan holding company may not acquire as a separate subsidiary an insured institution that 
has a principal office outside of the state where the principal office of its subsidiary institution in located, except, 
(i) in the case of certain emergency acquisitions approved by the FDIC; (ii) if the holding company controls a 
savings institution subsidiary that operated a home or branch office in such additional state as ofMarch 5, 1987; 
or (iii) if the laws of the home state of the savings institution to be acquired specifically authorize a savings 
institution chartered by that state to be acquired by a savings institution chartered by the state where the 
acquiring savings institution or savings and loan holding company is located or by a holding company that controls 
such a state chartered association. 

Laws governing savings and loan holding companies historically have classified such entities based upon 
the number of thrift institutions which they control. NHTB is classified as a unitary savings and loan holding 
company because it controls only one thrift, the Bank. Under the Gramm Leach Bliley Act of 1999 (GLB Act), any 
corapany which becoraes a unitary savings and loan holding company pursuant to a charter application filed with 
the OTS after May 4, 1999, is prohibited from engaging in non-financial activities or affiliating with non-financial 
corapanies. All unitary savings and loan holding companies in existence prior to May 4, 1999, such as NHTB, are 
"grandfathered" under the GLB Act and may continue to operate as unitary savings and loan holding corapanies 
without any limitations in the types of businesses with which they may engage at the holding corapany level, 
provided that the thrift subsidiary of the holding corapany continues to satisfy the QTL test. 

Transactions between the Bank and NHTB and its other subsidiaries are subject to various conditions and 
limitations. See "Regulation of Federal Savings Associations - Transactions with Affiliates" and "Regulation of 
Federal Savings Associations - Limitation on Capital Distributions." 

The Sarbanes-Oxley Act. As a public company, NHTB is subject to the Sarbanes-Oxley Act. The 
Sarbanes-Oxley Act's principal legislation and the derivative regulation and rule making promulgated by the SEC 
includes: 

• the creation of an independent accounting oversight board; 

• auditor independence provisions which restrict non-audit services that accountants may provide to their 
audit clients; 

• additional corporate governance and responsibility measures, including the requirement that the chief 
executive officer and chief financial officer certify financial stateraents; 

• a requireraent that corapanies establish and raaintain a system of internal control over financial reporting 
and that a company's raanageraent provide an annual report regarding its assessraent of the effectiveness 
of such internal control over financial reporting to the company's independent accountants and that such 
accountants provide an attestation report with respect to management's assessment of the effectiveness of 
the company's internal control over financial reporting; 

• the forfeiture of bonuses or other incentive-based corapensation and profits from the sale of an issuer's 
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securities by directors and senior officers in the twelve month period following initial publication of any 
financial stateraents that later require restateraeni; 

• an increase in the oversight of, and enhanceraent of certain requirements relating to audit committees of 
public companies and how they interact with the company's independent auditors; 

• the requirement that audit coramittee raerabers must be independent and are absolutely barred frora 
accepting consulting, advisory or other compensatory fees from the issuer; 

• the requireraent that corapanies disclose whether at least one member of the comraittee is a "financial 
expert" (as such terra is defined by the Securities and Exchange Coramission) and if not, why not; 

• expanded disclosure requirements for corporate insiders, including accelerated reporting of stock 
transactions by insiders and a prohibition on insider trading during pension blackout periods; 

• a prohibition on personal loans to directors and officers, except certain loans raade by insured financial 
institutions; 

• disclosure of a code of ethics and filing a Form 8-K for a change or waiver of such code; 

• mandatory disclosure by analysts of potential conflicts of interest; and 

• a range of enhanced penalties for fraud and other violations. 

Section 402 of the Sarbanes-Oxley Act of 2002 prohibits the extension of personal loans to directors and 
executive officers of issuers (as defined in Sarbanes-Oxley). The prohibition, however, does not apply to mortgages 
advanced by an insured depository institution, such as the Bank, that are subject to the insider lending 
restrictions of Section 22(h) ofthe Federal Reserve Act. 

Although NHTB anticipates that it will incur additional expense in coraplying with the provisions of the 
Sarbanes-Oxley Act and the resulting regulations, raanagemenl does not expect that such corapliance will have a 
material impact on its results of operations or financial condition. 

Federa l Secur i t ies Laws. NHTB's coramon stock is registered with the SEC under Section 12(b) ofthe 
Securities Exchange Act of 1934, as araended (Exchange Act). NHTB is subject to information, proxy solicitation, 
insider trading restrictions and other requirements under the Exchange Act. 

Quota t ion on Nasdaq. NHTB's common stock is quoted on The Nasdaq Stock Market (NASDAQ). In 
order to maintain such quotation, NHTB is subject to certain corporate governance requirements, including: 

o a majority of its board raust be composed of independent directors; 

• the requirement to have an audit committee composed of at least three directors, each of whom is an 
independent director, as such term is defined by both the rules of the NASDAQ and by the Exchange Act, 
as amended, regulations promulgated thereunder; 

• that the nominating committee and corapensation comraittee must also be coraposed entirely of 
independent directors; and 

• that the audit coramittee and nominating committee must each have a publicly available written charter. 

Taxation 

A thrift institution organized in stock forra which utilizes the bad debt reserve raethod for bad debt will be 
subject to certain recapture taxes on such reserves in the event it raakes certain types of distributions to its stockholders. 
Dividends may be paid out of appropriated retained income without the iraposition of any tax on an institution to the 
extent that the amounts paid as dividends do not exceed such current and accuraulated earnings and profits as 
calculated for federal income tax purposes. Stock redemptions, dividends paid in excess of an institution's current and 
accumulated earnings and profits as calculated for tax purposes, and partial or complete liquidation distributions made 
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with respect to an institution's stock, however, are deemed under applicable provisions of the Code to be made from the 
institution's bad debt reserve, to the extent that such reserve exceeds the amount that could have been accuraulated 
under the actual experience method. In the event a thrift institution makes a distribution that is treated as having been 
made from the tax bad debt reserve, the distribution is treated as an after tax distribution and the institution will be 
liable for tax on the gross amount before tax at the then current tax rate. Araounts added to the bad debt reserves for 
federal income tax purposes are also used by the Bank to meet the OTS reserve requirements described under 
"Regulation-Insurance of Accounts." 

Service. 
The Bank's tax returns have been audited and accepted through December 31, 1996 by the Internal Revenue 

State Income Tax 

The Bank is subject to an annual Business Profits Tax imposed by the State of New Hampshire at the rate of 
8.50% of the total amount of federal taxable income, less deductions for interest earned on United States government 
securities. The State of New Harapshire has also instituted a Business Enterprise Tax, which places a tax on certain 
expense items. Interest, dividends, wages, benefits and pensions are taxed at a rate of 0.50%. Business Enterprise 
Taxes are allowed as a credit against the Business Profits Tax. 

Upon conversion to a holding company, NHTB became subject to a state franchise tax imposed by Delaware. 
For the year ended 2008, the Delaware franchise tax amounted to $40,185. 

EMPLOYEES 

At Deceraber 31, 2008, Lake Sunapee Bank had a total of 226 full-tirae employees and 23 part-time employees. 
These employees are not represented by collective bargaining agents. The Bank believes that its relationship with its 
employees is good. 

Item 2. Properties 
The following table sets forth the location of the Bank's offices and certain additional information relating to these 
offices at December 31, 2008: 

location 

year 

Opened 

1868 

1965 

1975 

1978 

1980 

Net Book Value 

Leased 

$ 

$ 

$ 

$ 

$ 

Owned 

1,552,249 

63,897 

398,844 

66,003 

282,605 

Expiration 

Date of Lease 

Lease Renewal 

Option 

9 Main Street 
Newport, NH 

565 Route 11 
Sunapee, NH 

115 East Main Street 
Bradford, NH 

300 Sunapee Street 
Newport, NH 

165 Route 10 South 
Grantham, NH 

116 Newport Road 
New London, NH 

200 Heater Road 
Lebanon, NH 

106 Hanover Street 
Lebanon, NH 

15 Antrim Road 
Hillsboro, NH 

321 Main Street 
New London, NH 

1981 

1986 

1997 

1994 

1999 

767,686 

429,804 

1,685,129 

744,605 

1,110,132 
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(Continued) 

Location 

Year 

Opened 

Net Book Value 

Leased Owned 

Expiration 

Date of Lease 

Lease Renewal 

Option 

32 Elm Street 
Milford, NH 

2 Park Street 
Brandon, VT 

Route 4 and Depot HiU Road. 
Pittsford, VT 

484 Main Street 
West Rutland, VT 

1340 Franklin Street 
Brandon, VT 

No. One Bond Street 
Woodstock, VT 

Route 4 West 
Woodstock, VT 

100 Woodstock Avenue 
Rufland, "VT 

2997 Franklin Street d' 

Brandon, VT 

83 Main Street <« 
West Lebanon, NH 

12 Centerra Pkwy. (i) 
Lebanon, NH 

Route 103 (« 
Newbury, NH 

7 Lawrence Street <i) 
Andover, NH 

2-4 Main Street <« 
Peterborough, NH 

468 US Route 4 (« 
Enfield, NH 

345 Washington Street <« 
Claremont, NH 

12 South Street m 
Hanover, NH 

104-110 Merchants Row d' 
Rutland, VT 

2006 

2007 

2007 

2007 

2007 

2007 

2007 

2007 

2007 

1994 

1997 

1999 

2003 

2004 

2005 

2005 

2007 

2007 

('' Operating lease, value of improvements. 

112,395 

63,606 

139,508 

307,742 

653,514 

383,878 

297,872 

178,634 

22,811 

$ 

1,148,199 

1,088,146 

$ 330,136 

$ 386,402 

$ 761,558 

$ 988,522 

$ 199,099 

$ 499,157 

2009 

2012 

2011 

2012 

2009 

2009 

2009 

2016 

2008 

5 Years 

10 Years 

10 Years 

15 Years 

30 Years 

20 Years 

10 Years 

10 Years 

24 Years 

Item 3. Legal Proceedings 
There is no material litigation pending in which the Company is a par ty or to which the property of the Company is 
subject, other t han ordinary routine litigation incidental to the Company's business. 

Item 4. Submission ofMatters to a Vote of Securify Holders 
No raatters were submitted to the security holders of the Company during the fourth quar ter of 2008. 
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PARTII. 

13.400 

12.490 

10.706 

9.700 

16.330 

15.500 

16.200 

15.270 

$ 

$ 

11.450 

10.350 

8.510 

6.250 

15.500 

14.170 

13.980 

10.430 

Item 5. Market for tt^e Registrant's Common Stock, Related Stockliolder Matters and Issuer 
Purctiases of Equity Securities 
The following table shows the market range for the Company's coramon stock based on reported sales prices on the 
NASDAQ Global Market. New Hampshire Thrift Bancshares, Inc. is t raded under the symbol "NHTB." 

Period High Low 
2008 First Quarter 

Second Quarter 

Third Quarter 

Fourth Quarter 

2007 First Quarter 

Second Quarter 

Third Quarter 

Fourth Quarter 

The bid quotations set forth above represent prices between dealers and do not include retail mark-ups, mark-downs 
or coraraissions and may not represent actual transactions. As ofMarch 17, 2009, the Company had approximately 
777 stockholders of record. The number of stockholders does not reflect the number of persons or entities who held 
their stock in norainee or "street" name through various brokerage firms. 

The following table sets forth certain information regarding per share dividends declared on the Corapany's coramon 

stock: 

2008 2007 
FirslQuarter $ 0.1300 $ 0.1300 

Second Quarter 0.1300 0.1300 

Third Quarter 0.1300 0.1300 

Fourth Quarter 0.1300 0.1300 

For information regarding liraitations on the declaration and payraent of dividends by New Harapshire Thrift 
Bancshares, Inc., see Note 16 ofthe Consolidated Financial Statements . 

On J a n u a r y 11, 2007, the Company react ivated a previously adopted but uncompleted stock repurchase 
program. Repurchases will be made frora t ime to t ime a t the discretion of management . The stock repurchase 
program continued unti l 214,679 shares were repurchased. On J u n e 20, 2007, the Corapany react ivated a 
previously adopted but uncorapleted stock repurchase prograra. Repurchases were made from t ime to tirae a t the 
discretion of raanageraent. The stock repurchase program will continue unt i l 253,776 shares are repurchased. As of 
December 31, 2008, 237,500 shares of common stock had been repurchased. During 2008, a total of 5,000 shares 
were repurchased. 

The following table provides information regarding repurchases of our comraon stock in each month of the 
quar te r ended December 31, 2008: 

P e r i o d 

To ta l 
n u m b e r of 

s h a r e s 
r e p u r c h a s e d 

A v e r a g e 
p r i c e 

p a i d p e r 
s h a r e 

T o t a l N u m b e r of 
S h a r e s P u r c h a s e d 
a s P a r t of Publ ic ly 
A n n o u n c e d P l a n s 

o r Programs*^ 

M a x i m u m N u m b e r 
of S h a r e s t h a t n iay 
ye t be P u r c h a s e d 

u n d e r t h e P l a n s o r 
Programs'^) 

October 1, 2008 - October 31 , 2008 

November 1, 2008 - November 30, 2008 

December 1, 2008 - December 31, 2008 

Total 

148,088 

148,088 

148,088 

148,088 

'!> The Company announced a stock repurchase program on J u n e 20, 2007. The program will continue unt i l the 
repurchase of 253,776 shares is coraplete. 
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ttem 7. Management's Discussion and Analysis of Financial Condition and Results of 
Operations 
The information called for by this item is contained on pages 5 through 24 of this document. 

Item 7A. Quantitative and QuaUtative Disclosures about Market Risk 
The inforraation called for by this item is contained on pages 5 through 24 of this document. 

Item 8. Financial Statements 
The report of independent registered public accounting firm and the financial information called for by this item are 
contained on pages 25 through 61 ofthis document. 

Item 9. Changes in and Disagreements w/fh Accountants on Accounting and Financial 
Disclosure 
None. 

Item 9A. Controls and Procedures 

Evaluation of Disclosure Controls and Procedures 
Management, including the Company's President and Chief Executive Officer and Chief Financial Officer , has 
evaluated the effectiveness of the Company's disclosure controls and procedures (as defined in Exchange Act Rules 
13a-15(e) and 15d-15(e)) as ofthe end ofthe period covered by this report. Based upon that evaluation, the 
Company's President and Chief Executive Officer and Chief Financial Officer concluded that the disclosure 
controls and procedures were effective to ensure that information required to be disclosed in the reports the 
Company files and submits under the Exchange Act is (i) recorded, processed, summarized and reported as and 
when required, and (ii) accumulated and communicated to the Corapany's raanageraent, including the Corapany's 
President and Chief Executive Officer and the Company's Chief Financial Officer, as appropriate to allow timely 
decisions regarding required disclosure. 

There have been no changes in the Company's internal control over financial reporting identified in connection 
with the evaluation that occurred during the Corapany's last fiscal quarter that has materially affected, or that is 
reasonably likely to materially affect, the Company's internal control over financial reporting. 

Managemenf Report on Internal Control Over Financial Reporting 
Management is responsible for establishing and maintaining adequate internal control over financial reporting (as 
defined in Rules 13a-15(f) and 15d-15(f) ofthe Exchange Act) ofthe Company. Internal control over financial 
reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and 
the preparation of financial statements for external purposes in accordance with accounting principles generally 
accepted in the United States of America. 

The 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 corapany; (2) provide reasonable assurance that transactions are recorded as 
necessary to permit preparation of financial statements in accordance with accounting principles generally 
accepted in the United States of America, and that receipts and expenditures of the Company are being made only 
in accordance with authorizations of raanageraent and directors of the Corapany; and (3) provide reasonable 
assurance regarding prevention or tiraely detection of unauthorized acquisition, use or disposition of the 
Corapany's assets that could have a material effect on the financial statements. 

Because of its inherent liraitations, internal control over financial reporting may not prevent or detect 
misstateraents. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls raay become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 

Management assessed the effectiveness of the Company's internal control over financial reporting as of Deceraber 
31, 2008. In raaking this assessment, we used the criteria set forth by the Committee of Sponsoring Organizations 
of the Treadway Comraission in Internal Control—Integrated Framework. Based on our assessment we believe 
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that, as of December 31, 2008, the Company's internal control over financial reporting is effective based on those 
criteria. 

This annual report does not include an attestation report of the Company's registered public accounting firm 
regarding internal control over financial reporting. Management's report was not subject to attestation by our 
registered public accounting firm pursuant to teraporary rules of the Securities and Exchange Comraission. 

Item 9B. Ottier Information 

None. 

PARTUI. 

Item 10. Directors, Executive Officers and Corporate Governance 
Certain inforraation relating to directors and executive officers of the Corapany, executive compensation, security 
ownership of certain beneficial owners and raanagemenl, and certain relationships and related transactions is 
incorporated by reference herein from the Company's definitive proxy statement in connection with its Annual 
Meeting of Stockholders to be held on May 14, 2009, which definitive proxy statement will be filed with the Securities 
and Exchange Commission as part of the proxy statement to be filed on or about April 14, 2009. 
Code of Ethics . The Company has adopted a Code of Ethics Policy, which applies to all eraployees, directors and 
officers of the Corapany and Lake Sunapee Bank. The Company has also adopted a Code of Ethics for Senior 
Financial Officers of the Company, which applies to the Corapany's principal executive officer, principal financial 
officer, principal accounting officer or controller or person performing sirailar functions for the Company and Lake 
Sunapee Bank, and which requires corapliance with the Conflict of Interest Policy and Code of Conduct. The Code 
of Ethics for Senior Financial Officers of the Company meets the requirements of a "code of ethics" as defined by 
Item 406 of Regulation S-K. The Code of Ethics for Senior Financial Officers was filed as Exhibit 14.1 to the Form 
10-K for the year ended December 31, 2003. 

You may obtain a copy of the Code of Ethics for Senior Financial Officers, free of charge, by sending a request in 
writing to Stephen R. Theroux at the following address: 

Stephen R. Theroux 
Corporate Secretary 
New Harapshire Thrift Bancshares, Inc. 
9 Main Street 
P.O. Box 9 
Newport, New Hampshire 03773-0009 

Item 11. Executive Compensation 
Certain information relating to directors and executive officers of the Company, executive compensation, security 
ownership of certain beneficial owners and management, and certain relationships and related transactions is 
incorporated by reference herein from the Company's definitive proxy stateraent in connection with its Annual 
Meeting of Stockholders to be held on May 14, 2009, which definitive proxy statement will be filed with the Securities 
and Exchange Comraission as part ofthe proxy stateraent to be filed on or about April 14, 2009. 

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related 
Stockholders Matters 
Certain inforraation relating to directors and executive officers of the Company, executive compensation, security 
ownership of certain beneficial owners and management, and certain relationships and related transactions is 
incorporated by reference herein from the Company's definitive proxy stateraent in connection with its Annual 
Meeting of Stockholders to be held on May 14, 2009 which definitive proxy stateraent will be filed with the Securities 
and Exchange Comraission as part of the proxy statement to be filed on or about April 14, 2009. 
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The following table sets forth the aggregate information of our equity corapensation plans in effect as of 
December 31, 2008. 

Plan category 

Equity compensation 
plans approved by 
security holders 

Number of securities 
to be issued 

upon exercise of 
outstanding options, 
warrants and rights 

(a) 

337,042 

Weighted-average 
exercise price of 

outstanding options, 
warrants and rights 

(b) 

12.28 

Number of securities 
remaining available for 
future issuance under 
equity compensation 

plans (excluding 
securities reflected in 

column (a)) 
(c) 

Equity compensation 
plans not approved 
by security holders 

Total 337,042 12.28 

Item 13. Certain Relationships and Related Transactions, and Director Independence 
Certain inforraation relating to directors and executive officers of the Company, executive compensation, security 
ownership of certain beneficial owners and management, and certain relationships and related transactions is 
incorporated by reference herein from the Company's definitive proxy stateraent in connection with its Annual 
Meeting of Stockholders to be held on May 14, 2009 which definitive proxy statement will be filed with the Securities 
and Exchange Commission as part ofthe proxy statement to be filed on or about April 14, 2009. 

Item 14. Principal Accountant Fees and Services 
Information regarding the aggregate fees billed for each of the last two fiscal years by NHTB's principal accountant 
is incorporated by reference herein frora NHTB's definitive proxy statement in connection with its Annual Meeting 
of Stockholders to be held on May 14, 2009 which definitive proxy statement will be filed with the Securities and 
Exchange Commission as part of the proxy statement to be filed on or about April 14, 2009. 

PARTIV. 

Item 15. Exhibits and Financial Statement Schedules 
The exhibits filed as a part ofthis Registration Statement are as follows: 

(a) Listed below are all financial statements filed as part of this report: 

(1) The consolidated balance sheets of New Hampshire Thrift Bancshares, Inc. and Subsidiaries as of 
December 31, 2008 and 2007 and the related consolidated statements oflncome, changes in 
stockholders' equity, coraprehensive income, and cash flows for each of the years in the three-year 
period ended December 31, 2008, together with the related notes and the report oflndependent 
registered public accounting firm of Shatswell, MacLeod & Company, P.C. independent public 
accountants. 

(2) Schedules omitted as they are not applicable. 

(b) List of Exhibits. (Filed herewith unless otherwise noted.) 

Exhibit 
No. Descr ipt ion 
2.1 Agreement and Plan of Merger by and between NHTB and First Brandon Financial 

Corporation dated as ofDecember 14, 2006 (filed as Exhibit 2.5 to NHTB's Current Report on 
Form 8-K filed with the Commission on December 15, 2006 and incorporated by reference 
herein). 

86 



2.2 Agreement and Plan of Merger by and between NHTB and First Community Bank dated as of 
April 16, 2007 (filed as Exhibit 2.6 to NHTB's Current Report on Form 8-K filed with 
Coraraission on April 16, 2007 and incorporated by reference herein). 

3.1.1 Amended and Restated Certificate of Incorporation of NHTB (filed as Exhibit 3.1 to NHTB's 
Registration Statement on Form S-4, as amended, filed with the Commission on November 5, 
1996 and incorporated herein by reference). 

3.1.2 Certificate of Amendment ofthe Certificate oflncorporation of NHTB (filed as Exhibit 3.1 to 
NHTB's Form 10-Q for the quarter ended June 30, 2005 filed with the Comraission on August 
15, 2005 and incorporated herein by reference). 

3.1.3 Certificate of Designations establishing the rights of NHTB's Fixed Rate Cumulative Perpetual 
Preferred Stock, Series A (filed as Exhibit 3.1 to NHTB's Current Report on Forra 8-K filed 
with the Commission on January 22, 2009 and incorporated herein by reference). 

3.2.1 Amended and Restated Bylaws of NHTB (filed as Exhibit 3.2.3 NHTB's Annual Report on 
Form 10-KSB for the year ended December 31, 1997 filed with the Coramission on March 5, 
1998 and incorporated herein by reference). 

3.2.2 Amendment to Bylaws of NHTB (filed as an Exhibit 3.2(a) to NHTB's Current Report on Form 
8-K filed with the Commission on March 11, 2005 and incorporated herein by reference). 

3.2.3 Amendraent to Bylaws of NHTB (filed as an Exhibit 3.2.2 to NHTB's Current Report on Forra 
8-K filed with the Commission on October 1, 2007 and incorporated herein by reference). 

4.1 Stock Certificate of NHTB (filed as Exhibit to NHTB's Registration Statement on Forra S-4 
filed with the Comraission on March 1, 1989 and incorporated herein by reference). 

4.2 Indenture by and between NHTB, as Issuer, and U.S. Bank National Association, as Trustee, 
dated March 30, 2004 for Floating Rate Junior Subordinated Deferrable Interest Debentures 
(filed as Exhibit 4.2 to NHTB's Annual Report on Form 10-K for the year ended December 31, 
2004 filed with the Coraraission on March 29, 2005 and incorporated herein by reference). 

4.3 Form of Floating Rate Junior Subordinated Deferrable Interest Debentures issued by NHTB to 
U.S. Bank National Association dated March 30, 2004 (filed as Exhibit A to Exhibit 4.2 to 
NHTB's Annual Report on Form 10-K for the year ended December 31, 2005 filed with the 
Comraission on March 29, 2004 and incorporated herein by reference). 

4.4 Indenture by and between New NHTB, as Issuer, and U.S. Bank National Association, as 
Trustee, dated March 30, 2004 for Fixed/Floating Rate Junior Subordinated Deferrable 
Interest Debentures (filed as Exhibit 4.4 to NHTB's Annual Report on Form 10-K for the year 
ended Deceraber 31, 2004 filed with the Commission on March 29, 2005 and incorporated 
herein by reference). 

4.5 Form of Fixed/Floating Rate Junior Subordinated Deferrable Interest Debentures issued by 
NHTB to U.S. Bank National Association dated March 30, 2004 (filed as Exhibit A to Exhibit 
4.4 to NHTB's Annual Report on Form 10-K for the year ended Deceraber 31, 2004 filed with 
the Commission on March 29, 2005 and incorporated herein by reference). 

4.6 Form of specimen stock certificate for NHTB's Fixed Rate Cumulative Perpetual Preferred 
Stock, Series A (filed as Exhibit 4.1 to NHTB's Current Report on Form 8-K filed with the 
Commission on January 22, 2009 and incorporated herein by reference). 

4.7 Warrant to purchase shares of NHTB coramon stock (filed as Exhibit 4.2 to NHTB's Current 
Report on Form 8-K filed with the Commission on January 22, 2009 and incorporated herein 
by reference). 
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10.1 Profit Sharing-Stock Ownership Plan of Lake Sunapee Bank, fsb (filed as Exhibit 10.1 to 
NHTB's Registration Statement on Form S-4, as araended, filed with the Comraission on 
November 5, 1996 and incorporated herein by reference). 

10.2 New Hampshire Thrift Bancshares, Inc. 1996 Stock Option Plan (filed as Exhibit 10.2 to 
NHTB's Registration Stateraent on Forra S-4, as amended, filed with the Commission on 
Noveraber 5, 1996 and incorporated herein by reference). 

10.3 Employraent Agreement between NHTB and Stephen W. Ensign (filed as Exhibit 10.5 to 
NHTB's Registration Statement on Form S-4, as amended, filed with the Coramission on 
November 5, 1996 and incorporated herein by reference). 

10.4 Employment Agreement between Lake Sunapee Bank, fsb and Steven R. Theroux (filed as 
Exhibit 10.6 to NHTB's Registration Statement on Form S-4, as amended, filed with the 
Commission on November 5, 1996 and incorporated herein by reference). 

10.5 Guarantee Agreement by and between NHTB and U.S. Bank National Association dated 
March 30, 2004 (filed as Exhibit 10.7 to NHTB's Annual Report on Forra 10-K for the year 
ended December 31, 2004 filed with the Commission on March 29, 2005 and incorporated 
herein by reference). 

10.6 Guarantee Agreement by and between New NHTB and U.S. Bank National Association dated 
March 30, 2004 (filed as Exhibit 10.8 to NHTB's Annual Report on Form 10-K for the year 
ended December 31, 2004 filed with the Commission on March 29, 2005 and incorporated 
herein by reference). 

10.7 NHTB's 1998 Stock Option Plan (filed as Appendix A to NHTB's Definitive Proxy Statement 
filed with the Commission on March 6, 1998 and incorporated herein by reference). 

10.8 NHTB's 2004 Stock Incentive Plan (filed as Appendix B to NHTB's Definitive Proxy Statement 
filed with the Comraission on April 8, 2004 and incorporated herein by reference). 

10.9 Amended and Restated Supplemental Executive Retirement Plan of New Hampshire Thrift 
Bancshares, Inc. (filed as Exhibit 10.9 to NHTB's Current Report on Forra 8-K filed with 
Commission on December 14, 2005 and incorporated herein by reference). 

10.10 Amendment to the Supplemental Executive Retirement Plan of New Harapshire Thrift 
Bancshares, Inc. (filed as Exhibit 10.9 to NHTB's Current Report on Form 8-K filed with 
Coramission on March 14, 2006 and incorporated herein by reference). 

10.11 Amendment to the Supplemental Executive Retirement Plan of New Hampshire Thrift 
Bancshares, Inc. (filed as Exhibit 10.13 to NHTB's Current Report on Forra 8-K filed with 
Commission on March 14, 2006 and incorporated herein by reference). 

10.12 Forms of Executive Salary Continuation Agreement araong NHTB, Lake Sunapee Bank, fsb 
and Stephen W. Ensign and Stephen R. Theroux (filed as Exhibit 10.14 to NHTB's Current 
Report on Forra 8-K filed with Coraraission on March 14, 2006 and incorporated herein by 
reference). 

10.13 Letter Agreement, dated as ofJanuary 16, 2009, between New Hampshire Thrift Bancshares, 
Inc. and the United States Department ofthe Treasury, and the Securities Purchase 
Agreement — Standard Terms attached thereto (filed as Exhibit 10.1 to NHTB's Current 
Report on Form 8-K filed with the Comraission on January 22, 2009 and incorporated herein 
by reference). 

13.1 Annual Report to Stockholders for the year ended December 31, 2008. 

14.1 Code of Ethics (filed as Exhibit 14.1 to NHTB's Annual Report on Form 10-K for the year 
ended December 31, 2003 filed with the Comraission on March 30, 2004 and incorporated 
herein by reference). 
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21.1 Subsidiaries of NHTB. 

23.1 Consent of Shatswell, MacLeoad & Corapany, P.C. 

31.1 Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, signed by the 
Principal Executive Officer. 

31.2 Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, signed by the 
Principal Financial Officer. 

32.1 Written statement pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, signed by the 
Principal Executive Officer. 

32.2 Written statement pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, signed by the 
Principal Financial Officer. 
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Signatures 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly 
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 

New Hampshire Thrift Bancshares, Inc. 
By: lsl Stephen W. Ensign Chairman of the Board 

(Stephen W. Ensign) President and Chief Executive Officer 
(Principal Executive Officer) 

March 31, 2009 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the 
following persons on behalf of the Registrant and in the capacities and on the dates indicated. 

Name 
lsl Stephen W. Ensign 
(Stephen W. Ensign) 

lsl Stephen R. Theroux 
(Stephen R. Theroux) 

lsl Leonard R. Cashraan 
(Leonard R. Cashman) 

lsl William C. Horn 
(William C. Horn) 

lsl Peter R. Lovelv 
(Peter R. Lovely) 

lsl Jack H. Nelson 
(Jack H. Nelson) 

Is/ Michael T. Putziger 
(Michael T. Putziger) 

lsl Peter D. Terwilliger 
(Peter D. Terwilliger) 

lsl Joseph B. Willev 
(Joseph B. Willey) 

Title 
Chairraan of the Board 
and Chief Executive Officer 

(Principal Executive Officer) 

Vice Chairraan of the Board, 

Date 
March 31, 2009 

March 31, 2009 
President, Chief Operating Officer, Chief Financial Officer 
and Secretary 
(Principal Accounting Officer) 

Director 

Director 

Director 

Director 

Director 

Director 

Director 

March 31, 2009 

March 31, 2009 

March 31, 2009 

March 31, 2009 

March 31, 2009 

March 31, 2009 

March 31, 2009 
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New Hampshire Thrift Bancshares, Inc. 
D i r e c t o r s 
Stephen W. Ensign, Chairman 
Stephen R. Theroux, Vice Chairman 
Leonard R. Cashman 
William C. Horn 
Peter R. Lovely 
Jack H. Nelson 
Michael T. Putziger 
Peter D. Terwilliger 
Joseph B. Willey 

Officers 
Stephen W. Ensign 
Chairman of the Board 
and Chief Executive Officer 

Stephen R. Theroux 
Vice Chairman of the Boarci 
President, Chief Financial Officer 
and Corporate Secretary 

William J. Mclver 
Executive Vice President 

Laura Jacobi 
Assistant Secretary 

Lake Sunapee Bank, fsb 
D i r e c t o r s 
Stephen W. Ensign, Chairman 
Stephen R. Theroux 
Leonard R. Cashman 
William C. Horn 
John A. Kelley, Jr . 
Peter R. Lovely 
Jack H. Nelson 
Michael T. Putziger 
Peter D. Terwilliger 
Joseph B. Willey 

Execu t ive Officers 
Stephen W. Ensign 
Chairman of the Board 
and Chief Executive Officer 

Stephen R. Theroux 
President, Chief Operating Officer, 
and Chief Financial Officer 

William J. Mclver 
Executive Vice President, 
Chief Information Officer and 
Chief Administrative Officer 

F i r s t Vice P r e s i d e n t s 
Scott W. Laughinghouse 
Commercial Lending 

Sharon L. Whitaker 
Mortgage Lending 

Sen io r Vice P r e s i d e n t s 
H. Bliss Dayton 
Chief Risk Officer 

Kenneth E. Howe 
Commercial Lending 

Karen D. Lynch 
Commercial Lending 

Robert C. O'Brien 
Business Development 

Vice P r e s i d e n t s 
Ariene F. Adams 
Commercial Lending 

Colin S. Campbell 
Commercial Lending 

Erik C. Cinquemani 
Loan Review 

Stephen DeClue 
Commercial Lending 

Angie L. Deschenes 
Retail Banking 

Juani ta A. Dupont 
Loan Processing 

Thomas B. Evans 
Commercial Lending 

Paul Faber 
Commercial Lending 

Albert S. Freeman III 
Commercial Lending 

Marlene H. Gardner 
BSA and Security Officer 

David W. Green 
Retail Banking 

Debora S. Henderson 
Retail Banking 

Jodi L. Hoyt 
Human Resources 

Laura Jacobi 
Accounting and Finance 

Peter N. Jennings 
Loan Origination 

Suzanne Johnson 
Loan Servicing 

James H. Miller 
Control Officer 

Dianne E. Nicol 
Retail Banking 

Marie A. Pelletier 
Retail Operations 

Francetta Raymond 
Loan Operations 

Dorisann D. Ross 
Retail Banking 

Sue G. Shaw 
Commercial Lending 

Paul W. St. Martin 
Information Technology 

Jane t L. Zutell 
Consumer Lending 

A s s i s t a n t Vice P r e s i d e n t s 
Brandy L. Blackinton 
Retail Banking 

Sue L. Bryan 
Retail Banking 

Mary C. Campe 
Business Banking 

Andrea K. Coppola 
Retail Banking 

Dennis J. Driscoll, Jr . 
Commercial Lending 

Susan Fernald 
Retail Banking 

Vicki M. Lewis 
Consumer Lending 

Donald J. Pasini 
Loan Origination 

Maryanne E. Petrin 
Accounting and Finance 

Pellegrino A. Rossi 
Lake Sunapee Group 

Dena L. Sclafani 
Loan Origination 

Roxanne M. Shedd 
Retail Banking 

Terri G. Spanos 
Retail Banking 
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Board of Advisors Stockholder Information 
Benjamin K. Barton 

Douglas S. Baxter 

William S. Berger 

William A. Bittinger 

Phillip C. Camp, Sr. 

Paul R. Boucher 

Ruth I. Clough 

J. D. Colcord 

Jacqueline C. Cote 

Ernest G. Dennis, Jr . 

William J. Faccone, Sr. 

John W. Flynn, Jr . 

John W. Flynn, Sr. 

James J. Ford, Jr . 

Sheffield J. Halsey 

Thomas Hayes 

Douglas J. Homan 

Curtis A. Jacques 

Sharon J. Jacques 

Charles S. Jakiela 

Michael D. Johnson 

Edward T. Kerrigan 

David H. Kidder 

Jane t R. Kidder 

John J. Kiernan, Jr . 

John J. Kiernan, Sr. 

Victor W. Laro 

Paul J. Linehan 

Robert MacNeil 

Elizabeth W. Maiola 

Thomas F. McCormick 

J. David McCrillis 

John C. McCrillis 

F. Graham McSwiney 

Charles Memoe 

Kenneth Miller 

Thomas J. Mills 

Linda L. Oldham 

Daniel P. O'Neill 

Betty H. Ramspott 

Robert F. Sennott 

William J. Simms 

Charles Smid 

Fredric M. Smith 

Earl F. Strout 

James R. Therrien 

Stefan Timbrell 

Janis H. Wallace 

James P. Wheeler 

Carolyn B. Whittaker 

John W. Wiggins, Sr. 

Bruce Williamson 

Thomas B. Woodger 

Michael J. Work 

C o r p o r a t e H e a d q u a r t e r s 

New Hampshire Thrift Bancshares, Inc. 

9 Main Street 

PO Box 9 

Newport, NH 03773-0009 

Tel: 1-603-863-0886 

Fax: 1-603-863-9571 

T r a n s f e r Agen t 

Registrar and Transfer Company 

10 Commerce Drive 

Cranford, N J 07016 

Tel; Investor Relations 1-800-368-5948 

Website: www.rtco.com 

I n d e p e n d e n t A u d i t o r s 

Shatswell, MacLeod & Company, P.C. 

83 Pine Street 

West Peabody, MA 01960-3635 

Lega l Counse l 

Hogan & Hartson, LLP 

555 Thirteenth Street, NW 

Washington, DC 20004 

Information on Common Stock 

The common stock is traded over-the-counter and 
quoted on the NASDAQ Global Market under the 
symbol "NHTB". There were approximately 777 
stockholders ofrecord on March 17, 2009. The 
number of stockholders does not reflect the number of 
persons or entities who held their stock in nominee or 
"street" name through various brokerage firms. 

The following table sets forth the Company's high 
and low prices for the common stock as reported by 
NASDAQ for the periods indicated: 

2008 

First Quarter i 

Second Quarter 

Third Quarter 

Fourth Quarter 

High 

; 13.400 $ 

12.490 

10.706 

9.700 

Low 

11.450 

10.350 

8.510 

6.250 

Tfiis Annual Report has been written by the Company's staff. 
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