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Annual Report of Holding Companies—FR Y-6

Report at the close of business as of the end of fiscal year

This Report is required by law: Section 5(c)(1)(A) of the Bank
Holding Company Act (12 U.S.C. § 1844(c)(1)(A)); sections 8(a)
and 13(a) of the International Banking Act (12 U.S.C. §§ 3106(a)
and 3108(a)); sections 11(a)(1), 25, and 25A of the Federal
Reserve Act (12 U.S.C. §§ 248(a)(1), 602, and 611a); and sec-
tions 113, 165, 312, 618, and 809 of the Dodd-Frank Act (12 U.S.C.
§§ 5361, 5365, 5412, 1850a(c)(1), and 5468(b)(1)). Return to the
appropriate Federal Reserve Bank the original and the number of
copies specified.

This report form is to be filed by all top-tier bank holding compa-
nies, top-tier savings and loan holding companies, and U.S. inter-
mediate holding companies organized under U.S. law, and by
any foreign banking organization that does not meet the require-
ments of and is not treated as a qualifying foreign banking orga-
nization under Section 211.23 of Regulation K (12 C.FR. §
211.23). (See page one of the general instructions for more detail
of who must file.) The Federal Reserve may not conduct or spon-
sor, and an organization (or a person) is not required to respond
to, an information collection unless it displays a currently valid
OMB control number.

NOTE: The Annual Report of Holding Companies must be signed by
one director of the top-tier holding company. This individual should
also be a senior official of the top-tier holding company. In the event
that the top-tier holding company does not have an individual who is
a senior official and is also a director, the chairman of the board must
sign the report. If the holding company is an ESOP/ESOT formed as
a corporation or is an LLC, see the General Instructions for the
authorized individual who must sign the report.

1, Tony C. McKim
Name of the Holding Company Director and Official

President & CEO

Title of the Holding Company Director and Official
attest that the Annual Report of Holding Companies (including
the supporting attachments) for this report date has been pre-
pared in conformance with the instructions issued by the Federal
Reserve System and are true and correct to the best of my
knowledge and belief.

With respect to information regarding individuals contained in this
report, the Reporter certifies that it has the authority to provide this
information to the Federal Reserve. The Reporter also certifies
that it has the authority, on behalf of each individual, to consent or
object to public release of information regarding that individual.
The Federal Reserve may assume, in the absence of a request for
confidential treatment submitted in accordance with the Board's
"Rules Regarding Availability of Information,” 12 C.FR. Part 261,
that the Reporter and individual consent to public release of all

de that individual.

Signature of oldln? Company Director and Official

Date of Slgnature :

Date of Report (top-tier holding company's fiscal year-end):
December 31, 2019

Month / Day / Year

5493002J7RM1JLAXN553
Reporter's Legal Entity Identifier (LEI) (20-Character LEI Code)

Reporter's Name, Street, and Mailing Address

The First Bancorp, Inc.
Legal Title of Holding Company

PO Box 940

(Mailing Address of the Holding Company) Street / P.O. Box
Damariscotta ME 04543
City State Zip Code

223 Main St Damariscotta, ME 04543

Physical Location (if different from mailing address)

Person to whom questions about this report should be directed:
Deborah Wallace Financial Report Manager
Name Title

207-563-3195 2015

Area Code / Phone Number / Extension

207-563-6853

Area Code / FAX Number

debbie.wallace@thefirst.com

E-mail Address

www.thefirstbancorp.com

Address (URL) for the Holding Company's web page

For holding companies not registered with the SEC—
Indicate status of Annual Report to Shareholders:

[ is included with the FR Y-6 report

[T will be sent under separate cover

[T is not prepared

For Federal Reserve Bank Use Only

RSSD ID
C.L

Is confidential treatment requested for any portion of 0=No
this report SUDMISSION? ......vuieieiiiiiieiciieennans 1=Yes| O
In accordance with the General Instructions for this report
(check only one),
1. a letter justifying this request is being provided along
withthe report........ooiiii D

2. a letter justifying this request has been provided separately ... D

NOTE: Information for which confidential treatment is being requested
must be provided separately and labeled
as "confidential.”

Public reporting burden for this information collection is estimated to vary from 1.3 to 101 hours per response, with an average of 5.50 hours per response, including time to gather and
maintain data in the required form and to review instructions and complete the information collection. Send comments regarding this burden estimate or any other aspect of this collection of
information, including suggestions for reducing this burden to: Secretary, Board of Governors of the Federal Reserve System, 20th and C Streets, NW, Washington, DC 20551, and to the

Office of Management and Budget, Paperwork Reduction Project (7100-0297), Washington, DC 20503.
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For Use By Tiered Holding Companies

FRY-6
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Top-tiered holding companies must list the names, mailing address, and physical locations of each of their subsidiary holding companies

below.

Legal Title of Subsidiary Holding Company

Legal Title of Subsidiary Holding Company

(Mailing Address of the Subsidiary Holding Company) Street / P.O. Box

(Mailing Address of the Subsidiary Holding Company) Street / P.O. Box

City State Zip Code

City State Zip Code

Physical Location (if different from mailing address)

Physical Location (if different from mailing address)

Legal Title of Subsidiary Holding Company

Legal Title of Subsidiary Holding Company

(Mailing Address of the Subsidiary Holding Company) Street / P.O. Box

(Mailing Address of the Subsidiary Holding Company) Street / P.O. Box

City State Zip Code

City State Zip Code

Physical Location (if different from mailing address)

Physical Location (if different from mailing address)

Legal Title of Subsidiary Holding Company

Legal Title of Subsidiary Holding Company

(Mailing Address of the Subsidiary Holding Company) Street / P.O. Box

(Mailing Address of the Subsidiary Holding Company) Street / P.O. Box

City State Zip Code

City State Zip Code

Physical Location (if different from mailing address)

Physical Location (if different from mailing address)

Legal Title of Subsidiary Holding Company

Legal Title of Subsidiary Holding Company

(Mailing Address of the Subsidiary Holding Company) Street / P.O. Box

(Mailing Address of the Subsidiary Holding Company) Street / P.O. Box

City State Zip Code

City State Zip Code

Physical Location (if different from mailing address)

Physical Location (if different from mailing address)

12/2012




Form FRY-6

The First Bancorp, Inc.
Damariscotta, Maine
Fiscal Year Ending December 31, 2019

Report Item

1: a. See Form 10-K December 31, 2019 attached
1% b. Annual Report attached

2a: Organizational Chart — LEI is 5493002J7RM1JLAXNS53

The First Bancorp, Inc.
Damariscotta, ME
Incorporated in Maine

100%

First National Bank  LEI
Damariscotta, ME
Incorporated in Maine N/A

2b: Branch Information - Submitted separately 3/9/2019 via email




Results: A list of branches for your depository institution: FIRST NATIONAL BANK (ID_RSSD: 439404).
This depository institution is held by FIRST BANCORP, INC., THE (1133932) of DAMARISCOTTA, ME.
The data are as of 12/31/2019. Data reflects information that was received and processed through 03/05/202(

Reconciliation and Verification Steps
1. In the Data Action column of each branch row, enter one or more of the actions specified below
2. If required, enter the date in the Effective Date column

Actions

OK: If the branch information is correct, enter 'OK' in the Data Action column.

Change: If the branch information is incorrect or incomplete, revise the data, enter 'Change’ in the Data Actior
Close: If a branch listed was sold or closed, enter 'Close' in the Data Action column and the sale or closure date
Delete: If a branch listed was never owned by this depository institution, enter 'Delete' in the Data Action colu
Add: If a reportable branch is missing, insert a row, add the branch data, and enter 'Add' in the Data Action col

If printing this list, you may need to adjust your page setup in MS Excel. Try using landscape orientation, page s
Submission Procedure

When you are finished, send a saved copy to your FRB contact. See the detailed instructions on this site for mc
If you are e-mailing this to your FRB contact, put your institution name, city and state in the subject line of the «

Note:
To satisfy the FR Y-10 reporting requirements, you must also submit FR Y-10 Domestic Branch Schedules for ea
The FR Y-10 report may be submitted in a hardcopy format or via the FR Y-10 Online application - https://y100r

* FDIC UNINUM, Office Number, and ID_RSSD columns are for reference only. Verification of these values is nc

Data Action |Effective Date |Branch Service Type Branch ID_RSSD* |Popular Name

OK Full Service (Head Office) 439404 |FIRST NATIONAL BANK

OK Full Service 4496281 |EXCHANGE STREET BRANCH
OK Full Service 523808 |BAR HARBOR BRANCH

OK Full Service 2883092 (BLUE HILL BRANCH

OK Full Service 501703|BOOTHBAY HARBOR BRANCH
OK Full Service 432601|CALAIS OFFICE

OK Full Service 2706285(CAMDEN BRANCH

OK Full Service 1464104|EASTPORT BRANCH

OK Full Service 524702 |ELLSWORTH OFFICE

OK Full Service 2700993 (NORTHEAST HARBOR BRANCH
OK Full Service 3060630|PARK STREET BRANCH

OK Full Service 364403|ROCKLAND BRANCH

OK Full Service 2622826(ROCKPORT BRANCH

OK Limited Service 433103(SOUTHWEST HARBOR BRANCH
OK Full Service 1391992 SOUTHWEST HARBOR BRANCH
OK Full Service 531205({WALDOBORO BRANCH

OK Full Service 1222676 |WISCASSET BRANCH




1 column and the date when this information first became valid in the Effective Date column.

2 in the Effective Date column.
mn.

umn and the opening or acquisition date in the Effective Date column.

caling, and/or legal sized paper.

ire information.
2-mail.

ich branch with a Data Action of Change, Close, Delete, or Add.

1line.federalreserve.gov.

't required.

Street Address City State Zip Code |County

223 MAIN STREET DAMARISCOTTA ME 04543 LINCOLN

145 EXCHANGE STREET BANGOR ME 04401 PENOBSCOT
102 MAIN STREET BAR HARBOR ME 04609 HANCOCK

1 SOUTH STREET BLUE HILL ME 04614 HANCOCK

77 OAK STREET BOOTHBAY HARBOR  |ME 04538 LINCOLN

319 NORTH STREET CALAIS ME 04619 WASHINGTON
44 ELM STREET CAMDEN ME 04843 KNOX

102 WASHINGTON STREET EASTPORT ME 04631 WASHINGTON
194 BEECHLAND ROAD ELLSWORTH ME 04605 HANCOCK

3 SUMMIT ROAD, NORTHEAST HARBOR MOUNT DESERT ME 04662 HANCOCK
132 PARK STREET ROCKLAND ME 04841 KNOX

63 UNION STREET ROCKLAND ME 04841 KNOX

114 COMMERCIAL STREET ROCKPORT ME 04856 KNOX

11 SEAL COVE ROAD SOUTHWEST HARBOR |ME 04679 HANCOCK
350 MAIN STREET SOUTHWEST HARBOR [ME 04679 HANCOCK
1471 ATLANTIC HIGHWAY WALDOBORO ME 04572 LINCOLN

39 GARDINER ROAD WISCASSET ME 04578 LINCOLN




Country FDIC UNINUM* |Office Number* |Head Office Head Office ID_RSSD*

UNITED STATES [Not Required Not Required FIRST NATIONAL BANK 439404
UNITED STATES |Not Required Not Required FIRST NATIONAL BANK 439404
UNITED STATES [Not Required Not Required FIRST NATIONAL BANK 439404
UNITED STATES |Not Required Not Required FIRST NATIONAL BANK 439404
UNITED STATES [Not Required Not Required FIRST NATIONAL BANK 439404
UNITED STATES |Not Required Not Required FIRST NATIONAL BANK 439404
UNITED STATES [Not Required Not Required FIRST NATIONAL BANK 439404
UNITED STATES |Not Required Not Required FIRST NATIONAL BANK 439404
UNITED STATES [Not Required Not Required FIRST NATIONAL BANK 439404
UNITED STATES |Not Required Not Required FIRST NATIONAL BANK 439404
UNITED STATES [Not Required Not Required FIRST NATIONAL BANK 439404
UNITED STATES |Not Required Not Required FIRST NATIONAL BANK 439404
UNITED STATES [Not Required Not Required FIRST NATIONAL BANK 439404
UNITED STATES |Not Required Not Required FIRST NATIONAL BANK 439404
UNITED STATES [Not Required Not Required FIRST NATIONAL BANK 439404
UNITED STATES |Not Required Not Required FIRST NATIONAL BANK 439404
UNITED STATES [Not Required Not Required FIRST NATIONAL BANK 439404




Comments




FRY-6 December 31,2019 Report Item 3: Shareholders

l.a BlackRock Fund Advisors
400 Howard Street
San Francisco, CA
b. USA
c. 745,681 — 6.83% Common Stock
l.a. The Midwest Trust Company
5901 College Blvd, STE 100
Overland Park, KS
b. USA
c. 616,668 — 5.65% Common Stock

None.




FRY-6 December 31,2019

Report Item 4: Directors and Officers- The First Bancorp, Inc.

Trustees — None
Partners — None
Directors — as follows:

Mark N. Rosborough
Ellsworth, ME 04605

Co-Owner - J. T. Rosborough, Inc.

Co-Owner - Rosborough Family Limited Partnership

Co-Owner - Penrose
Co-Owner - TISA

Director — Chairman of the Board — The First Bancorp, Inc.
Director — Chairman of the Board — First National Bank

None

1.51%

None

J.T. Rosborough 60%

Rosborough Family Limited Partnership 30%
Penrose 50%

TISA 33%

Katherine M. Boyd
Boothbay Harbor, ME 04538

Co-Owner — Boothbay Region Greenhouses

Director — The First Bancorp, Inc.
Director — First National Bank
None

<1%
None
Boothbay Region Greenhouses 50%.




FRY-6 December 31,2019
Report Item 4: Directors and Officers- The First Bancorp, Inc.

1. Robert B. Gregory
Damariscotta, ME 04543
2. Owner — Robert B. Gregory Law Firm
Owner — Damariscotta Title Company
3.a. Director — The First Bancorp, Inc.
b. Director — First National Bank
c. None
4.a. <1%
b. None
c. Robert B. Gregory Law Firm-Sole Proprietorship

Damariscotta Title Company 100%

1. Renee W. Kelly
Carmel, ME 04419

2 AVP Innovation and Economic Development - University of Maine
3.a. Director — The First Bancorp, Inc.

b. Director — First National Bank

c. None
4.a. <1%

b. None

C. None




FRY-6 December 31,2019
Report Item 4: Directors and Officers- The First Bancorp, Inc.

1. Tony C. McKim
Trenton, ME 04605
2. Co-Owner - McKim Brothers LLC
3.a. Director — President & CEO — The First Bancorp, Inc.
b. Director — President & CEO — First National Bank
c. None
4.a. <1%
b. None
c. McKim Brothers LLC 60%
1. Cornelius J. Russell

Rockport, ME 04856

2 Regional General Manager - Samoset Resort
d.a. Director — The First Bancorp, Inc.

b. Director — First National Bank

c. None
4.a. <1%

b. None

C. None




FRY-6 December 31,2019

Report Item 4: Directors and Officers- The First Bancorp, Inc.

Stuart G. Smith
Camden, ME 04843

Co-Owner — 14-16 Central Street, LLC
Co-Owner — 2 Bay View Street, LLC
Co-Owner — 20 Central Street, LLC
Co-Owner — 24 Central Street, LLC
Co-Owner — Bay View Landing, LLC
Co-Owner — Bay View Management, LLC
Co-Owner — Bay View Street Inn, LLC
Co-Owner - Bay View Street Loft, LLC
Co-Owner - Breakwater Marketplace, LLC
Co-Owner - Grand Harbor Inn, LLC
Co-Owner - Hoboken School House, LLC
Co-Owner — JIK Rockport, LLC
Co-Owner — Liberty Two, LLC

Co-Owner — Old Garage, LLC

Co-Owner — Quantabacook Cottages, LLC
Co-Owner — Rockland Harbor Investment Property, LLC
Co-Owner — Rockland Harbor Park, LLC
Co-Owner — Rockport Harbor Hotel, LLC

Director — The First Bancorp, Inc.
Director — First National Bank
None

<1%

None

14-16 Central Street, LLC 50%

2 Bay View Street, LLC 50%

20 Central Street, LLC 50%

24 Central Street, LLC 50%

Bay View Landing, LLC 50%

Bay View Management, LLC 50%
Bay View Street Inn, LLC 50%

Bay View Street Loft, LLC 50%
Breakwater Market Place, LLC 50%
Grand Harbor Inn, LLC 50%
Hoboken School House, LLC 50%
JIK Rockport, LLC 100%

Liberty Two, LLC 50%

Old Garage, LLC 50%
Quantabacook, LLC 50%

Rockland Harbor Investment Property, LLC 50%
Rockland Harbor Park, LLC 20%
Rockport Harbor Hotel, LLC 50%




FRY-6 December 31,2019
Report Item 4: Directors and Officers- The First Bancorp, Inc.

Shepard Block, LLC 100%
Virginia Ave Holdings, LLC 50%
135 Camden Street, LLC 50%
Maine Sport Outfitters 50%

Lord Camden Inn 50%
1. Bruce B. Tindal
Boothbay, ME 04537
2. Owner — Tindal & Callahan Real Estate
Co-Owner — BBH Montgomery Road LLC
3.a. Director — The First Bancorp, Inc.
b. Director — First National Bank
C. None
4.a. <1%
b. None
C. Tindal & Callahan Real Estate 100%

Co-Owner — BBH Montgomery Road LLC 50%

1. F. Stephen Ward
Orlando,, FL 32839
2, Kiwi Hanger Club
3.a. Director — The First Bancorp, Inc.
b. Director — First National Bank
e None
4.a. <1%
b. None

c. Kiwi Hanger Club 14%




FRY-6 December 31,2019

Report Item 4: Directors and Officers- The First Bancorp, Inc.

Officers — as follows:

1. Tony C. McKim, President & Chief Executive Officer
(see above list of Directors)
1. Charles A. Wootton
West Rockport ME 04865
2. None.
3.a. Clerk — The First Bancorp, Inc.
b. Executive Vice President & Senior Loan Officer - First National Bank
c. None
4.a. <1%
b. None
C. None
1. Richard M. Elder
Edgecomb, ME 04556
2. None
3.a. Treasurer — The First Bancorp, Inc.
b. Executive Vice President, Chief Financial Officer — First National Bank
c. None
4.a. <1%
b. None
C. None




FRY-6 December 31,2019

Report Item 4: Directors and Officers- The First Bancorp, Inc.

1. Susan A. Norton
Southport, ME 04576
2. None
3.a
b. Executive Vice President — Chief Administrative Officer - First National Bank
c. None
4.a. <1%
b. None
C. None
1. Steven N. Parady
Bar Harbor, ME 04609
2. Sound Investments, Inc.
3.a.
b. Executive Vice President — Chief Fiduciary Officer - First National Bank
C. None
4.a. <1%
b. None
c. Sound Investments, Inc. 100%
1. Tammy L. Plummer
South Bristol, ME 04568
2. None
3.a
b. Executive Vice President — Chief Information Officer - First National Bank
c. None
4.a. <1%
b. None
C. None




FRY-6 December 31, 2019
Report Item 4: Directors and Officers- The First Bancorp, Inc.

1. Sarah Tolman
Rockland, ME 04841

2. None

3.a
b. Executive Vice President — Branch Administration - First National Bank
C. None

4.a. <1%
b. None

C. None










Selected Financial Data

Dollars in thousands, except for per share amounts 12/31/2019 12/31/2018 12/31/2017 12/31/2016 12/31/2015

SUMMARY OF OPERATIONS

Interest Income $78,651 $70,543 $60,832 $53,759 $50,810
Interest Expense 26,158 20,334 13,529 10,812 9,874
Net Interest Income 52,493 50,209 47,303 42,947 40,936
Provision for Loan Losses 1,250 1,500 2,000 1,600 1,550
Non-Interest Income 14,189 12,600 12,548 12,499 12,230
Non-Interest Expense 35,172 33,467 31,651 29,383 29,896
Net Income 25,525 23,536 19,588 18,009 16,206
PER COMMON SHARE DATA

Basic Earnings per Share $2.36 $2.18 $1.82 $1.68 $1.52
Diluted Earnings per Share 2.34 217 1.81 1.66 1.51
Cash Dividends Declared 1.190 1.110 0.950 1.030 0.870
Book Value per Common Share 19.50 17.63 16.74 15.98 15.58
Tangible Book Value per Common Share 16.75 14.87 13.97 13.20 12.78
Market Value 30.23 26.30 27.23 33.10 20.47

FINANCIAL RATIOS

Return on Average Equity’ 12.51% 12.72% 10.91% 10.28% 9.74%
Return on Average Tangible Common Equity 2 14.66% 15.18% 13.11% 12.42% 11.90%
Return on Average Assets ' 1.27% 1.23% 1.10% 1.12% 1.07%
Average Equity to Average Assets 10.17% 9.70% 10.04% 10.86% 11.00%
Average Tangible Equity to Average Assets ? 8.68% 8.13% 8.36% 9.00% 9.01%
Net Interest Margin Tax-Equivalent 2 2.89% 2.91% 3.04% 3.05% 3.10%
Dividend Payout Ratio 50.42% 50.92% 52.20% 61.31% 57.24%
Allowance for Loan Losses/Total Loans 0.90% 0.91% 0.92% 0.95% 1.00%
Non-Performing Loans to Total Loans 1.28% 1.19% 1.27% 0.73% 0.75%
Non-Performing Assets to Total Assets 0.82% 0.79% 0.86% 0.48% 0.57%
Efficiency Ratio 51.04% 51.50% 49.72% 50.43% 54.26%

AT PERIOD END

Total Assets $2,068,796 $1,944,570 $1,842,930 $1,712,875 $1,564,810
Total Loans 1,297,075 1,238,283 1,164,139 1,071,526 988,638
Total Investment Securities 651,108 584,665 563,683 536,276 477,319
Total Deposits 1,650,466 1,527,085 1,418,879 1,242,957 1,043,189
Total Borrowings 184,955 210,317 228,758 278,901 337,457
Total Shareholders’ Equity 212,508 191,542 181,321 172,521 167,498

"Annualized using a 365-day basis in all years except 2016, in which a 366-day basis was used.
2These ratios use non-GAAP financial measures. See Management’s Discussion and Analysis of Financial Condition and Results of Operations
for additional disclosures and information.



DEAR
SHAREHOLDERS

OUR BEST DAYS ARE AHEAD

The above phrase is one | use often, with employees,
shareholders, community groups, customers and with
your Company’s Board of Directors. While I am immensely
proud of the accomplishments of the last five years and
the progress your Company has made in achieving strategic
initiatives, we cannot and will not rest on our laurels. We
will always look towards the future and the challenges
and successes to come. We remain committed to doing
what we do best - being successful while being in service
to our customers, shareholders and communities - that is
the essence of being a community bank and a community
banker.

Before taking a look at some of our ongoing and
upcoming Company initiatives, let’s take a look at the great
financial results achieved in 2019.

Keyed off earning asset growth and supplemented by
growth in non-interest income, The First Bancorp ended the
decade with a sixth consecutive year of record earnings.
The Company also closed out 2019 with a record quarter.
Overall, net income was $25.5 million up $2.0 million or
8.5% from the previous year. A fantastic year and we were
proud to share the results with our shareholders through
our generous dividend payout.

Total assets at December 31, 2019 were $2.07 billion,

up $124.2 million from the prior year end. Growth was
entirely in earning assets which increased $125.2 million
year-over-year, including loan growth of $58.8 million and
investment portfolio growth of $66.4 million. Loan growth
was centered in the commercial loan portfolio, which was
up $52.7 million or 91% for the year, including $22.4 million

of growth in the fourth quarter. Residential mortgage

loans increased $23.3 million, or 5.0% for the year, while
decreases were experienced in the municipal loan and
home equity line of credit portfolios.

Total deposits at December 31, 2019 were $1.65 billion,
up $123.4 million or 8.1% from December 31, 2018. Low-
cost deposits increased $15.9 million year-over-year, and
certificates of deposit increased $98.6 million. Deposit
growth allowed for a $25.4 million year-over-year reduction
in borrowed funds.




The Company’s capital position remained strong as of
December 31, 2019, with a total risk-based capital ratio
of 15.27%, and leverage capital ratio of 8.88%. These
measures compare favorably to 15.19% and 8.60%
respectively as of December 31, 2018, and are well in
excess of regulatory requirements.

Asset quality is stable and solid. As of December 31, 2019,
non-performing assets as a percentage of total assets were
0.82%, up marginally from 0.79% a year earlier. Past due
loans were 1.16% of total loans at December 31, 2019, up
marginally from 1.08% of total loans at December 31, 2018.
Net charge-offs as a percentage of loans were 0.07% as of
December 31, 2019, down from 0.08% in 2018 and 0.12% in
2017.

The provision for loan losses totaled $375,000 in the
fourth quarter of 2019, compared with $167,000 for the
same period in 2018. For the year ended December 31,
2019 the provision for loan losses totaled $1.25 million,
compared with $1.5 million in 2018. The Company’s organic
loan portfolio growth, as well as the positive historical
charge-off statistics and generally stable economic and

market conditions for the last several years, were key

factors in the quantitative and qualitative modeling used
by management to determine the provision expense
required to maintain an adequate allowance for loan
losses. The allowance for loan losses stood at 0.90% of
total loans as of December 31, 2019, down slightly from the
0.91% of total loans at December 31, 2018.

Net Income for the year ended December 31, 2019 was
$25.5 million, up $2.0 million or 8.5% from the year ended
December 31, 2018. On a fully diluted earnings per share
basis, 2019 earnings were $2.34, up $0.17 or 7.8% from
the prior year. The Company’s Return on Average Assets of
1.27% for the year ended December 31, 2019 was up from
1.23% for the year ended December 31, 2018. Return on
Average Tangible Common Equity was 14.66% and 15.18%
respectively for the same periods, reflecting a higher level
of capital being held.

- Earning asset growth led to a $2.4 million increase in
tax-equivalent net interest income year-over -year, an
increase of 4.6%, despite net interest margin declining




slightly from 2.91% for the year ended December 31,
2018 to 2.89% for the year ended December 31, 2019.

- Non-interest income, net of securities gains, was $14.0
million for the year ended December 31, 2019, up $1.5
million or 12.1% from 2018. Contributors to the increase
were mortgage banking revenue growth of 22.0% year-
to-year; growth of 9.5% year-over-year at First National
Wealth Management, the bank’s trust and investment
management division, and new revenue sources
including loan swap fees.

- Non-interest expense for 2019 was up $1.7 million
or 5.1% from 2018. The year-over-year change was
centered in employee expenses which increased 4.3%
from the prior year. The Company benefited from FDIC
insurance premium credits which helped reduce the
bank’s FDIC premium expense by $787,000 year-over-
year.

“I am very proud
of my tremendous
team and the hard

work we all put in
to achieve these
amazing results.”

DIVIDEND AND STOCK
PERFORMANCE

Shares of The First Bancorp closed the year at $30.23 up
from $26.30 at the end of 2018. With dividends re-invested,
shares of The First Bancorp provided shareholders with

a total annualized return of 20.13% for the year ended
December 31, 2019, and 103.04% over the five years then
ended.

The Company’s total return compares well to the broad
market over the same periods as measured by the S&P 500
with returns of 31.48%, and 73.80% respectively, and the
Russell 2000, in which we are included, with total returns
of 25.49%, and 48.36% respectively.

The First Bancorp’s stock performance also compares
well to the banking industry over these same time
horizons as measured by the KBW Regional Bank Index
with total returns of 23.86%, and 53.43% respectively, and
the NASDAQ Bank Index with total returns of 24.38% and
65.11% respectively over the same time periods.

Your Company’s stock has a nice story to tell over the
last year, and the last five years.

FIVE YEAR HIGHLIGHTS AND
GOAL SETTING FOR SUCCESS

As noted above, it is not in the nature of your Company
to rest on the successes of the past. We remain forward
looking to a successful completion of each year’s mission
and to the three year mission as defined by our strategic
plan. Recently, however, | did take a look back at the last
five years and want to highlight a few financial indicators
that have contributed to the Company’s success.

Year End 2014 | Year End 2019 | % Variance
Return on Equity 11.59% 15.11% 30.37%
Return on Assets 1.04% 1.32% 26.92%
Key Fee Income $8,061,235 $11,245,004 39.49%
Net Income $15,071,910 $26,122,293 73.32%
Efficiency Ratio 55.72% 49.98% -10.30%

“please note above metrics are for the Bank only, not the holding company

Each of these statistics has its own story to tell and we
have shared that information in our annual reports over
the years. | am very proud of my tremendous team and the
hard work we all put in to achieve these amazing results.

While there are other successes we could point to - such
as OREO which has dropped over 92% in the last five years,
and total assets which have grown over 40%, I highlight
these five because they are a critical part of the Company’s
approach to goal setting.

When I was first appointed President and CEOQ, | knew



that it was important for the success of our Company to
ensure that all employees were pulling on the same rope
and that everyone understood the Company’s goals and
the role that each individual plays in achieving those goals.
To that end, we established a unique approach to goal
setting that has and continues to serve the Company well.

Our goal setting approach is three-tiered. At the top of
every employee’s goal sheet are listed our corporate goals
which are the quantitative, measurable indicators that
represent the Company’s overall numerical objectives for
the year. These goals become part of the mission we are
working towards in any given year.

In the second and third tier we focus on the employee’s
individual role within the Company. Each employee has
a mix of both quantitative goals and qualitative goals
related to their specific job on their individual goal sheet.
These goals are directly tied to both the Company’s overall
mission for the year as well as to the Company’s strategic
plan. In each coaching session employees have with their
supervisors, goals are reviewed and progress is noted. We
also share our corporate results with employees as the year
goes on.

Through these goals sheets, we communicate corporate
priorities through the Company, to all employees. Through
clear communication and transparency about what we
hope to achieve, employees are vested in the Company
and understand how their work makes a difference every
day.

In some of our more recent annual reports, you have
seen pictures and heard me describe our newly renovated
branches. Built with the customer experience in mind,
the “Pod” environment has improved customer flow
and increased customer engagement with our Banking
Associates who are able to handle transactions, open
deposit accounts, and in some cases, process consumer
loans, right at their Pod.

In 2019, we renovated our Rockport branch, so all four

of our Knox County branches are now fully renovated.
And while we may be changing the “look” of our branch
layouts, we are not changing our approach to branch
banking. In Rockport, and in all of our locations, our
lenders make their own decisions and work directly with
customers to help their dreams come true.

Also, in 2019, we celebrated the “Grand Reopening” of
our Ellsworth branch. For many years, our branch had been
located in the Maine Coast Mall, and our First National
Wealth Management staff was located in rented space on
the Surry Road. This past year we put them together under
one roof at our new location on the Beechland Road. This
beautiful new space has created new synergies between
wealth management and branch, business development
and lending staff. We also now have a community room
available for non-profits to use for meeting space. A
beautiful branch, friendly staff and easy access from
Beechland Road have all combined to enhance the banking
experience for our Ellsworth area customers.

Continuing with the customer experience, your Company
excels at providing core banking services to customers of
all kinds - individuals, families, large and small businesses,
municipalities and non-profits. We know, however, that

the best way to provide top-notch ancillary services is

to partner with the best third party vendors. From a
profitability perspective it no longer makes sense for a
Company of our size to provide products and services such
as payroll and credit cards to our customers directly. To that
end, we have partnered with Action Payroll, a New England
based company to provide our business customers payroll
and other related services. We also work with Elan Financial
Services to provide both consumer and business credit

card products. And, in early 2020 we began a partnership
with First Data to provide our business customers with a
merchant credit card processing alternative. By sticking

to what we do best, core banking, and partnering with
others, we can provide our customers the full complement
of financial products and services they need.



As we worked on our last two strategic plans, initiatives
that revolve around being an employer of choice and
employee satisfaction have been true priorities. Through
strategic planning action items we created a training

and education department and developed our wonderful
Dream Academy program which gives eight high potential
employees the opportunity to “come back stage”, so

to speak, to learn in-depth what our Executive Team
members do on a daily basis, get a better understanding
of strategic decision making and complete a project based
on a strategic plan action item. We have had four Dream
Academy sessions so far and they have all been very
successful with all groups completing extremely valuable
work for the Company. Of the 32 employees that have
gone through the program, only one is no longer with the
Company, and several have been promoted to positions of
increased responsibility. The Dream Academy encourages
our employees to dream big about their futures at First
National Bank.

While promoting from within is often ideal, there are
times when we look outside to hire for a specific skill set
for experience that our employees may not have. In 2019,
we brought in several new employees to fill needs we had
in the commercial lending area, in business development,
in branch banking and in wealth management related jobs.
We are so excited to have these employees on board and
so far their acclimation to our culture has been seamless.
As our vision statement says, “Highly talented individuals...
will think of us as an employer of choice.” We are very
pleased with the folks who chose to join us in 2019.

As we begin 2020 and look to our next strategic plan,
employee engagement will be our priority. We began the
process in 2019 by getting input from our employees as to
what they like about their jobs and how we can make their
work experience more satisfying and engaging for them.
We shared these results with the entire management
team so we can all work together to create a fully engaged
workforce at your Company.

The Summit Project

As | close this letter, | would like to ask that you take
a minute and read about the three men who are
memorialized in this report. When we began our planning
process in 2015, we put together a guiding philosophy that
brought forward the best of our past, to prepare us for
an even better future. Bruce Bartlett, Les Brewer and Carl
Poole impacted The First National Bank of Damariscotta,
First National Bank of Bar Harbor and today’s merged
Company, First National Bank in many ways. They provided
guidance to help us get where we are today. As our
philosophy says, “We stand on the shoulders of bankers
who stood ready to serve their stakeholders, we will
continue that service.” Our best days are truly ahead.
Thank you for honoring me with this position and
continuing to support me as President and Chief Executive
Officer of your great Company.

Best always,
? Wb

Tony C. McKim
President & Chief Executive Officer




2% In Remembrance -

Bruce A. Bartlett

Bruce Bartlett, President of The First

National Bank of Damariscotta from
1981 to 1994, passed away in March,
2019. During Bruce’s tenure at the Bank,
the Wiscasset branch was opened
and the Bank started entering the
“technology age” adding ATMs and ATM
cards. A Maine native, Bruce grew up
in Auburn, graduated from Edward Little
High School and started in banking right
after his high school graduation as a
messenger at Manufacturer’s National
Bank in Lewiston. Bruce served in the Air
Force from 1953-1957. After retiring from
the Bank, he was a dedicated volunteer
at Skidompha Library in Damariscotta.
Often at the front desk, Bruce chatted
with friends and former co-workers and
kept a pulse on downtown. Father of
two sons and grandfather of five, Bruce
was married to his wife Margaret for 56
years.

Leslie C. Brewer

Leslie Brewer, a Director of the First
National Bank of Bar Harbor passed
away in August, 2019. A co-founder of
the College of the Atlantic, Les served
on the board of the Bank from 1962-
1992. Les witnessed major changes in
the financial services industry as well as
growth of the bank’s franchise. A native
of Bar Harbor, Les graduated from Bar
Harbor High School and received a
degree in electrical engineering from
the University of Maine Orono after
serving in the US Army during World
War Il. Devoted to the Mount Desert
Island area, Les was an entrepreneur,
founding and/or partnering in several
island businesses. In addition to College
of the Atlantic and the bank’s board,
Les helped create MDI High School
and served on the boards of many
non-profits as well as being active in
local government. A father of two and
grandfather of four, Les left a lasting
legacy in his home town.

Carl S. Poole, Jr.

Carl Poole, a Director of First National
Bank and The First Bancorp passed away
in February, 2019. Serving as director of
both the Bank and the holding company
from 1984-2015, Carl saw the company
through tremendous change and
growth including the FNB Damariscotta
and FNB Bar Harbor merger. A lifelong
resident of the Damariscotta area, Carl
graduated from Bristol High School and
enlisted in the Coast Guard Reserves
after graduation. Carl started working
at Poole Brother’s Lumber Company
while still a teenager and then owned
and operated the business until retiring
in 2005. Carl was passionate about his
business and his community. He was
a supporter of the Community Energy
Fund of Lincoln County which helps low
income families purchase fuel, and the
Bristol First Responders. Married to his
wife Emily for almost 50 years, Carl was
a father of two and grandfather of two.
He will be long remembered in the
Damariscotta region.
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ITEM 1. Discussion of Business

The First Bancorp, Inc. (the "Company") was incorporated under the laws of the State of Maine on January 15, 1985, for the
purpose of becoming the parent holding company of The First National Bank of Damariscotta, which was chartered as a
national bank under the laws of the United States on May 30, 1864. At the Company's Annual Meeting of Shareholders on April
30, 2008, the Company's name was changed from First National Lincoln Corporation to The First Bancorp, Inc.

On January 14, 2005, the acquisition of FNB Bankshares ("FNB") of Bar Harbor, Maine, was completed, adding seven
banking offices and one investment management office in Hancock and Washington counties of Maine. FNB's subsidiary, The
First National Bank of Bar Harbor, was merged into The First National Bank of Damariscotta at closing, and from January 31,
2005, until January 28, 2016, the combined banks operated under the name: The First, N.A. On January 28, 2016, the Board of
Directors voted to change the Bank's name to First National Bank (the "Bank").

On October 26, 2012, the Bank completed the purchase of a branch at 63 Union Street in Rockland, Maine, from Camden
National Bank ("Camden National"). The branch is one of 15 Maine branches Camden National acquired from Bank of
America, and this branch was divested by Camden National to resolve competitive concerns in that market raised by the U.S.
Department of Justice's Antitrust Division. As part of the transaction, the Bank acquired approximately $32.3 million in
deposits as well as a small volume of loans. On the same date, the Bank completed the purchase of a full-service bank building
at 145 Exchange Street in Bangor, Maine, also from Camden National, and opened a full-service branch in this building in
February of 2013. The total value of the transaction was $6.6 million, which included the premises and equipment for the two
locations, the premium paid for the Rockland deposits, a small amount of loans, plus core deposit intangible and goodwill.

As of December 31, 2019, the Company's securities consisted of one class of common stock. At that date, there were
10,899,210 shares of common stock outstanding.

The common stock of the Bank is the principal asset of the Company, which has no other subsidiaries. The Bank's capital
stock consists of one class of common stock, of which 290,069 shares, par value $2.50 per share, are issued and outstanding.
All of the Bank's common stock is owned by the Company.

The Bank emphasizes personal service, and its customers are primarily small businesses and individuals to whom the Bank
offers a wide variety of services, including deposit accounts and consumer, commercial and mortgage loans. The Bank has not
made any material changes in its mode of conducting business during the past five years. The banking business in the Bank's
market area is seasonal with lower deposits in the winter and spring and higher deposits in the summer and fall. This swing is
predictable and has not had a materially adverse effect on the Bank.

In addition to traditional banking services, the Company provides investment management and private banking services
through First National Wealth Management, which is an operating division of the Bank. First National Wealth Management is
able to offer a comprehensive array of private banking, financial planning, investment management and trust services to
individuals, businesses, non-profit organizations and municipalities of varying asset size, and to provide the highest level of
personal service. The staff includes investment and trust professionals with extensive experience. In 2019, the bank introduced
First National Investment Services. Through a partnership with a third party provider, First National Investment Services offers
additional products such as brokerage, annuity products and certain types of insurance.

The financial services landscape has continued to evolve over the past five years in the Bank's primary market area. While
large out-of-state banks have continued to experience local change as a result of activity at the regional and national level,
online and mobile banking acceptance has increased and opened the market to new forms of competition. Credit unions have
continued to expand their membership and the scope of banking services offered. Non-banking entities such as brokerage
houses, mortgage companies and insurance companies are offering very competitive products. Many of these entities and
institutions have resources substantially greater than those available to the Bank and in some cases are not subject to the same
regulatory restrictions as the Company and the Bank.

The Company believes that there will continue to be a need for a bank in the Bank's primary market area with local
management having decision-making power and emphasizing loans to small and medium-sized businesses and to individuals.
The Bank has concentrated on extending business loans to such customers in the Bank's primary market area and to extending
investment and trust services to clients with accounts of all sizes. Investment has also been made in enhancing the Bank’s suite
of online and mobile offerings to both enhance service delivery and provide additional channels for customers to conduct
business with the Bank. Management also makes decisions based upon, among other things, the knowledge of the Bank's
employees regarding the communities and customers in the Bank's primary market area. The individuals employed by the Bank,
to a large extent, reside near the branch offices and thus are generally familiar with their communities and customers. This is
important in local decision-making and allows the Bank to respond to customer questions and concerns on a timely basis and
fosters quality customer service.

The Bank has worked and will continue to work to position itself to be competitive in its market area. The Bank's ability to
make decisions close to the marketplace, Management's commitment to providing quality banking products, the caliber of the
professional staff, and the community involvement of the Bank's employees are all factors affecting the Bank's ability to be
competitive.
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Supervision and Regulation

The Company is a financial holding company within the meaning of the Bank Holding Company Act of 1956, as amended (the
"BHC Act"), and section 225.82 of Regulation Y issued by the Board of Governors of the Federal Reserve System (the "Federal
Reserve Board" or "FRB"), and is required to file with the Federal Reserve Board an annual report and other information
required pursuant to the BHC Act. The Company is subject to examination by the Federal Reserve Board. Virtually all of the
Company's cash revenues are generally derived from dividends paid to the Company by the Bank. These dividends are subject
to various legal and regulatory restrictions which are summarized in Note 18 to the accompanying financial statements. The
Bank is regulated by the Office of the Comptroller of the Currency (the "OCC") and is subject to the provisions of the National
Bank Act. As a result, it must meet certain liquidity and capital requirements, which are discussed in the following sections.

General

As a financial holding company, the Company is subject to regulation under the BHC Act and to inspection, examination and
supervision by its primary regulator, the FRB. The Company is also subject to the disclosure and regulatory requirements of the
Securities Act of 1933, as amended, and the Securities Exchange Act of 1934, as amended, both as administered by the
Securities and Exchange Commission (the "SEC"). As a company with securities listed on the NASDAQ, the Company is
subject to the rules of the NASDAQ for listed companies. The Bank is subject to regulation and examination primarily by the
OCC and is subject to the regulations of the Federal Deposit Insurance Corporation (the "FDIC").

Bank Holding Company Activities

As a bank holding company ("BHC") that has elected to become a financial holding company pursuant to the BHC Act, we may
affiliate with securities firms and insurance companies and engage in other activities that are financial in nature or incidental or
complementary to activities that are financial in nature. "Financial in nature" activities include securities underwriting, dealing
and market making; sponsoring mutual funds and investment companies; insurance underwriting and agency; merchant
banking; and activities that the FRB, in consultation with the Secretary of the U.S. Treasury, determines to be financial in nature
or incidental to such financial activity. "Complementary activities" are activities that the FRB determines upon application to be
complementary to a financial activity and do not pose a safety and soundness risk.

FRB approval is not generally required for us to acquire a company (other than a bank holding company, bank or savings
association) engaged in activities that are financial in nature or incidental to activities that are financial in nature, as determined
by the FRB. Prior notice to the FRB may be required, however, if the company to be acquired has total consolidated assets of
$10 billion or more. Prior FRB approval is required before we may acquire the beneficial ownership or control of more than 5%
of the voting shares or substantially all of the assets of a bank holding company, bank or savings association.

Because we are a financial holding company, if the Bank receives a rating under the Community Reinvestment Act of
1977, as amended (the "CRA"), of less than satisfactory, the Bank and/or the Company will be prohibited, until the rating is
raised to satisfactory or better, from engaging in new activities or acquiring companies other than bank holding companies,
banks or savings associations, except that we could engage in new activities, or acquire companies engaged in activities, that
are closely related to banking under the BHC Act. Industry regulators have recently proposed reforms to CRA; the Company is
monitoring these for any impact they may have on our operations. In addition, if the FRB finds that the Bank is not well
capitalized or well managed, we would be required to enter into an agreement with the FRB to comply with all applicable
capital and management requirements and which may contain additional limitations or conditions. Until corrected, we could be
prohibited from engaging in any new activity or acquiring companies engaged in activities that are not closely related to
banking under the BHC Act without prior FRB approval. If we fail to correct any such condition within a prescribed period, the
FRB could order us to divest our banking subsidiaries or, in the alternative, to cease engaging in activities other than those
closely related to banking under the BHC Act.

In determining whether to approve a proposed bank acquisition, federal bank regulators will consider, among other factors,
the effect of the acquisition on competition, financial condition, and future prospects including current and projected capital
ratios and levels, the competence, experience, and integrity of management and record of compliance with laws and regulations,
the convenience and needs of the communities to be served, including the acquiring institution's record of compliance under the
CRA, the effectiveness of the acquiring institution in combating money laundering activities and the risk to the stability of the
United States banking system.

The Company is a legal entity separate and distinct from the Bank. The primary source of funds to pay dividends on our
common stock is dividends from the Bank. Various federal and state statutory provisions and regulations limit the amount of
dividends the Bank may pay without regulatory approval. Federal bank regulatory agencies have the authority to prohibit the
Bank from engaging in unsafe or unsound practices in conducting its business. The payment of dividends, depending on the
financial condition of the Bank, could be deemed an unsafe or unsound practice. The ability of the Bank to pay dividends in the
future is currently, and could be further, influenced by bank regulatory policies and capital guidelines.

The Bank is subject to restrictions under federal law that limit the transfer of funds or other items of value from a
subsidiary to the Company and any nonbank subsidiaries (including affiliates) in so-called "covered transactions." In general,
covered transactions include loans and other extensions of credit, investments and asset purchases, as well as certain other
transactions involving the transfer of value from a subsidiary bank to an affiliate or for the benefit of an affiliate. Unless an
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exemption applies, covered transactions by a subsidiary bank with a single affiliate are limited to 10% of the subsidiary bank's
capital and surplus and, with respect to all covered transactions with affiliates in the aggregate, to 20% of the subsidiary bank's
capital and surplus. Also, loans and extensions of credit to affiliates generally are required to be secured by qualifying
collateral. A bank's transactions with its nonbank affiliates are also generally required to be on arm's-length terms.

The FRB has a policy that a BHC is expected to act as a source of financial and managerial strength to each of its
subsidiary banks and, under appropriate circumstances, to commit resources to support each such subsidiary bank. This support
may be required at times when the BHC may not have the resources to provide the support. The OCC may order an assessment
of the BHC if the capital of one of its national bank subsidiaries were to become impaired. If the BHC failed to pay the
assessment within three months, the OCC could order the sale of the BHC's holdings of stock in the national bank to cover the
deficiency.

In the event of the "liquidation or other resolution" of an insured depository institution, the claims of depositors payable in
the United States (including the claims of the FDIC as subrogee of insured depositors) and certain claims for administrative
expenses of the FDIC as a receiver will have priority over other general unsecured claims against the institution. If an insured
depository institution fails, claims of insured and uninsured U.S. depositors, along with claims of the FDIC, will have priority
in payment ahead of unsecured creditors, including the BHC, and depositors whose deposits are solely payable at such insured
depository institution's non-U.S. offices.

Dodd-Frank Wall Street Reform and Consumer Protection Act

The Dodd-Frank Act, enacted on July 21, 2010, has resulted in broad changes to the U.S. financial system and was the most
significant financial reform legislation enacted since the 1930s. Financial regulatory agencies have issued numerous
rulemakings to implement its provisions; however some rules called for in the Act have yet to be promulgated or to take effect.
The present administration in Washington has made a commitment to weaken the Act and numerous reform measures have been
proposed including S.2155, passed in May 2018. The ultimate impact of the Dodd-Frank Act continues to evolve nearly 10
years since its passage, but it has affected, and we expect it will continue to affect, most of our business in some way, either
directly through regulation of specific activities or indirectly through regulation of concentration risks, capital and liquidity.

The Dodd-Frank Act also established the Consumer Financial Protection Bureau (the “CFPB”) to ensure consumers receive
clear and accurate disclosures regarding financial products and to protect consumers from hidden fees and unfair or abusive
practices. The CFPB concentrated much of its initial rulemaking efforts on mortgage lending related topics required under the
Act, including ability-to-repay, qualified mortgage standards, mortgage servicing standards, loan originator compensation, high-
cost mortgage requirements and appraisal and escrow requirements for higher priced mortgage loans. In October 2015 TILA
RESPA Integrated Disclosure (TRID) requirements went into effect to enhance the disclosures provided by lenders to mortgage
loan applicants. In 2018 new rules went into effect for the Home Mortgage Disclosure Act (HMDA), expanding its scope and
data reporting requirements. While the general tenor of the CFPB has shifted under its new leadership, we expect that the
CFPB will remain focused on the exercise of its rulemaking authority through its own examination practices or those of the
prudential regulators.

Customer Information Security

The FDIC, the OCC and other bank regulatory agencies have published guidelines (the "Guidelines") establishing standards for
safeguarding nonpublic personal information about customers that implement provisions of the Gramm-Leach-Bliley Act (the
"GLBA"). Among other things, the Guidelines require each financial institution, under the supervision and ongoing oversight of
its Board of Directors or an appropriate committee thereof, to develop, implement and maintain a comprehensive written
information security program designed to ensure the security and confidentiality of customer information, to protect against any
anticipated threats or hazards to the security or integrity of such information, and to protect against unauthorized access to or
use of such information that could result in substantial harm or inconvenience to any customer.

Protecting the privacy of our customers’ information as well as the security of the Bank’s systems and networks has long been
and will continue to be a priority. The Board is committed to maintaining strong and meaningful privacy and security
protections for our customers’ information. The Chief Information Officer regularly provides reports to Senior Management
and the Board regarding the Company's ongoing assessment of cybersecurity threats and risks, data security programs designed
to prevent and detect threats, attacks, incursions and breaches, as well as management, mitigation and remediation of potential,
and any actual, cybersecurity and information technology risks and breaches. In addition, the Audit Committee and
Management review reports from the Internal Auditor regarding their evaluation of the Company’s Information Technology
department on a regular basis. The Board and Management recognize that cybersecurity matters, including expenditure related
threats and the impact of incursions or breaches, may implicate the Company's disclosure under SEC rules and regulations, and
intend to remain vigilant with respect to the cybersecurity aspects of these obligations.

Privacy

The FDIC, the OCC and other regulatory agencies have published privacy rules pursuant to provisions of the GLBA ("Privacy
Rules"). The Privacy Rules, which govern the treatment of nonpublic personal information about consumers by financial
institutions, require a financial institution to provide notice to customers (and other consumers in some circumstances) about its
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privacy policies and practices, describe the conditions under which a financial institution may disclose nonpublic personal
information to nonaffiliated third parties, and provide a method for consumers to prevent a financial institution from disclosing
that information to most nonaffiliated third parties by "opting-out" of that disclosure, subject to certain exceptions.

USA Patriot Act

The USA Patriot Act of 2001, designed to deny terrorists and others the ability to obtain anonymous access to the U.S. financial
system, has significant implications for depository institutions, broker-dealers and other businesses involved in the transfer of
money. The USA Patriot Act, together with the implementing regulations of various federal regulatory agencies, have caused
financial institutions, including the Bank, to adopt and implement additional, or to amend existing, policies and procedures with
respect to, among other things, anti-money laundering compliance, suspicious activity and currency transaction reporting,
customer identity verification and customer risk analysis. The statute and its underlying regulations also permit information
sharing for counter-terrorist purposes between federal law enforcement agencies and financial institutions, as well as among
financial institutions, subject to certain conditions, and require the Federal Reserve Board (and other federal banking regulatory
agencies) to evaluate the effectiveness of an applicant in combating money laundering activities when considering applications
filed under Section 3 of the BHC Act or under the Bank Merger Act.

The Bank Secrecy Act

The Bank Secrecy Act (the "BSA") requires all financial institutions, including banks and securities broker-dealers, to, among
other things, establish a risk-based system of internal controls reasonably designed to prevent money laundering and the
financing of terrorism. It includes a variety of recordkeeping and reporting requirements (such as cash and suspicious activity
reporting) as well as due diligence/know-your-customer documentation requirements. The Bank has established an anti-money
laundering program to comply with the BSA requirements.

The Sarbanes-Oxley Act

The Sarbanes-Oxley Act of 2002 ("SOX") implements a broad range of corporate governance and accounting measures for
public companies (including publicly-held bank holding companies such as the Company) designed to promote honesty and
transparency in corporate America and better protect investors from the types of corporate wrongdoings that occurred at Enron
and WorldCom, among other companies. SOX's principal provisions, many of which have been implemented through
regulations released and policies and rules adopted by the securities exchanges in 2003 and 2004, provide for and include,
among other things:

*  The creation of an independent accounting oversight board;

* Auditor independence provisions which restrict non-audit services that accountants may provide to clients;

* Additional corporate governance and responsibility measures, including the requirement that the chief executive
officer and chief financial officer of a public company certify financial statements;

*  The forfeiture of bonuses or other incentive-based compensation and profits from the sale of an issuer's securities by
directors and senior officers in the twelve-month period following initial publication of any financial statements that
later require restatement;

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

*  Requirements that audit committee members must be independent and are barred from accepting consulting,
advisory or other compensatory fees from the issuer;

*  Requirements that companies disclose whether at least one member of the audit committee is a 'financial expert' (as
such term is defined by the SEC), 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 certain blackout periods;

* A prohibition on personal loans to directors and officers, except certain loans made by insured financial institutions,
such as the Bank, on nonpreferential terms and in compliance with bank regulatory requirements;

» Disclosure of a code of ethics and filing a Form 8-K in the event of a change or waiver of such code; and

*  Arange of enhanced penalties for fraud and other violations.

The Company complies with the provisions of SOX and its underlying regulations. Management believes that such
compliance efforts have strengthened the Company's overall corporate governance structure, and does not believe that such
compliance has to date had, or will in the future have, a material impact on the Company's results of operations or financial
condition.

Capital Requirements

The OCC has established guidelines with respect to the maintenance of appropriate levels of capital by FDIC-insured banks.
The Federal Reserve Board has established substantially identical guidelines with respect to the maintenance of appropriate
levels of capital, on a consolidated basis, by BHCs. If a banking organization's capital levels fall below the minimum
requirements established by such guidelines, a bank or BHC will be expected to develop and implement a plan acceptable to the
FDIC or the Federal Reserve Board, respectively, to achieve adequate levels of capital within a reasonable period, and may be
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denied approval to acquire or establish additional banks or non-bank businesses, merge with other institutions or open branch
facilities until such capital levels are achieved. Federal regulations require federal bank regulators to take "prompt corrective
action" with respect to insured depository institutions that fail to satisfy minimum capital requirements, and to impose
significant restrictions on such institutions. See "Prompt Corrective Action" below.

Leverage Capital Ratio

The regulations of the OCC require national banks to maintain a minimum "Leverage Capital Ratio" or ratio of "Tier 1

Capital" (as defined in the Risk-Based Capital Guidelines discussed in the following paragraphs) to Total Assets of 4.0%. Any
bank experiencing or anticipating significant growth is expected to maintain capital well above the minimum levels. The
Federal Reserve Board's guidelines impose substantially similar leverage capital requirements on BHCs on a consolidated basis.
It is possible that banking regulators may increase minimum capital requirements for banks should economic conditions
worsen.

Risk-Based Capital Requirements

OCC regulations also require national banks to maintain minimum capital levels as a percentage of a bank's risk-adjusted
assets. A bank's qualifying total capital ("Total Capital") for this purpose may include two components: "Core" (Tier 1) Capital
and "Supplementary" (Tier 2) Capital. Core Capital consists primarily of common stockholders' equity, which generally
includes common stock, related surplus and retained earnings, certain non-cumulative perpetual preferred stock and related
surplus, and minority interests in the equity accounts of consolidated subsidiaries, and (subject to certain limitations) mortgage
servicing rights and purchased credit card relationships, less all other intangible assets (primarily goodwill). Supplementary
Capital elements include, subject to certain limitations, a portion of the allowance for loan losses, perpetual preferred stock that
does not qualify for inclusion in Tier 1 capital, long-term preferred stock with an original maturity of at least 20 years and
related surplus, certain forms of perpetual debt and mandatory convertible securities, and certain forms of subordinated debt
and intermediate-term preferred stock.

The risk-based capital rules assign the majority of a bank's balance sheet assets and the credit equivalent amounts of the
bank's off-balance sheet obligations to one of four risk categories, weighted at 0%, 20%, 50% or 100%, as applicable. A small
amount of assets and off-balance sheet obligations are assigned a risk weight above 100%. Applying these risk-weights to each
category of the bank's balance sheet assets and to the credit equivalent amounts of the bank's off-balance sheet obligations and
summing the totals results in the amount of the bank's total Risk-Adjusted Assets for purposes of the risk-based capital
requirements. Risk-Adjusted Assets can either exceed or be less than reported balance sheet assets, depending on the risk
profile of the banking organization. Risk-Adjusted Assets for institutions such as the Bank will generally be less than reported
balance sheet assets because its retail banking activities include proportionally more residential mortgage loans, many of its
investment securities have a low risk weighting and there is a relatively small volume of off-balance sheet obligations.

The risk-based capital regulations require all banks to maintain a minimum ratio of Total Capital to Risk-Adjusted Assets
of 8.0%, of which at least one-half (4.0%) must be Core (Tier 1) Capital. For the purpose of calculating these ratios: (i) a
banking organization's Supplementary Capital eligible for inclusion in Total Capital is limited to no more than 100% of Core
Capital; and (ii) the aggregate amount of certain types of Supplementary Capital eligible for inclusion in Total Capital is further
limited. For example, the regulations limit the portion of the allowance for loan losses eligible for inclusion in Total Capital to
1.25% of Risk-Adjusted Assets. The Federal Reserve Board has established substantially identical risk-based capital
requirements, which are applied to BHCs on a consolidated basis. The risk-based capital regulations explicitly provide for the
consideration of interest rate risk in the overall evaluation of a bank's capital adequacy to ensure that banks effectively measure
and monitor their interest rate risk, and that they maintain capital adequate for that risk. A bank deemed by its federal banking
regulator to have excessive interest rate risk exposure may be required to maintain additional capital (that is, capital in excess of
the minimum ratios discussed above). The Bank believes, based on its level of interest rate risk exposure, that this provision
will not have a material adverse effect on it.

On December 31, 2019, the Company's consolidated Total and Tier 1 Risk-Based Capital Ratios were 15.27% and 14.34%,
respectively, and its Leverage Core Capital Ratio was 8.88%. Based on the above figures and accompanying discussion, the
Company exceeds all regulatory capital requirements and is considered well capitalized.

Basel 111 Capital Requirements
In December 2010, the Basel Committee on Bank Supervision (the "BCBS") finalized a set of international guidelines for
determining regulatory capital known as "Basel II1." These guidelines were developed in response to the financial crisis of 2008
and 2009 and were intended to address many of the weaknesses identified in the banking sector as contributing to the crisis
including excessive leverage, inadequate and low quality capital and insufficient liquidity buffers. The Basel III guidelines:

» raised the quality of capital so that banks will be better able to absorb losses on a going concern basis;

» increased the risk coverage of the capital framework, specifically for trading activities, securitizations, exposures to

off-balance sheet vehicles, and counterparty credit exposures arising from derivatives;

» raised the level of minimum capital requirements;

»  established an international leverage ratio;

* developed capital buffers; and
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» raised standards for the supervisory review process (Pillar 2) and public disclosures (Pillar 3).

In June 2013, the U.S. banking regulators finalized rulemaking to implement the BCBS capital guidelines for U.S. banks,
including, among other things:

* implement in the United States the Basel I1I regulatory capital reforms, including those that revise the definition of
capital, increase minimum capital ratios, and introduce a minimum Tier 1 common equity ratio of 4.5% and a capital
conservation buffer of 2.5% (for a total minimum Tier 1 common equity ratio of 7.0%) and a potential
countercyclical buffer of up to 2.5%, which would be imposed by regulators at their discretion if it is determined
that a period of excessive credit growth is contributing to an increase in systemic risk;

» revise "Basel I" rules for calculating risk-weighted assets to enhance risk sensitivity;

»  modify the existing Basel II advanced approaches rules for calculating risk-weighted assets to implement Basel III;
and

*  comply with the Dodd-Frank Act provision prohibiting reliance on external credit ratings to support certain
investment decisions.

The U.S. banking regulators also approved a final rule to implement changes to the market risk capital rule, which requires
banking organizations with significant trading activities to adjust their capital requirements to better account for the market
risks of those activities.

The Company has evaluated the impact of Basel III on its capital ratios based on our interpretation of the capital
requirements, and our Tier 1 common equity ratio of 14.34% exceeded the fully phased-in minimum of ratio of 7.00% by 7.34
percentage points at December 31, 2019.

From time to time, the OCC, the FRB and the Federal Financial Institutions Examination Council (the "FFIEC") propose
changes and amendments to, and issue interpretations of, risk-based capital guidelines and related reporting instructions. In
addition, the FRB has closely monitored capital levels of the institutions it supervises during the ongoing financial disruption,
and may require such institutions to modify capital levels based on FRB determinations. Such determinations, proposals or
interpretations could, if implemented in the future, affect our reported capital ratios and net risk-adjusted assets.

Prompt Corrective Action

The Federal Deposit Insurance Corporation Improvement Act of 1991 ("FDICIA") requires, among other things, that the federal
banking regulators take "prompt corrective action" with respect to, and imposes significant restrictions on, any bank that fails to
satisfy its applicable minimum capital requirements. FDICIA establishes five capital categories consisting of "well capitalized,"
"adequately capitalized," "undercapitalized," "significantly undercapitalized" and "critically undercapitalized." Under
applicable regulations, a bank that has a Total Risk-Based Capital Ratio of 10.0% or greater, a Tier 1 Risk-Based Capital Ratio
of 8.0% or greater and a Leverage Capital Ratio of 5.0% or greater, and is not subject to any written agreement, order, capital
directive or prompt corrective action directive to meet and maintain a specific capital level for any capital measure, is deemed
to be "well capitalized." A bank that has a Total Risk-Based Capital Ratio of 8.0% or greater, a Tier 1 Risk-Based Capital Ratio
of 6.0% or greater and a Leverage Capital Ratio of 4.0% (or 3% for banks with the highest regulatory examination rating that
are not experiencing or anticipating significant growth or expansion) or greater and does not meet the definition of a well-
capitalized bank is considered to be "adequately capitalized." A bank that has a Total Risk-Based Capital Ratio of less than
8.0% or has a Tier 1 Risk-Based Capital Ratio that is less than 4.0%, except as noted above, or a Leverage Capital Ratio of less
than 4.0% is considered "undercapitalized." A bank that has a Total Risk-Based Capital Ratio of less than 6.0%, or a Tier 1
Risk-Based Capital Ratio that is less than 3.0% or a Leverage Capital Ratio that is less than 3.0% is considered to be
"significantly undercapitalized," and a bank that has a ratio of tangible equity to total assets equal to or less than 2% is deemed
to be "critically undercapitalized." A bank may be deemed to be in a capital category lower than is indicated by its actual capital
position if it is determined to be in an unsafe or unsound condition or receives an unsatisfactory examination rating. FDICIA
generally prohibits a bank from making capital distributions (including payment of dividends) or paying management fees to
controlling stockholders or their affiliates if, after such payment, the bank would be undercapitalized.

Under FDICIA and the applicable implementing regulations, an undercapitalized bank will be (i) subject to increased
monitoring by its primary federal banking regulator; (ii) required to submit to its primary federal banking regulator an
acceptable capital restoration plan (guaranteed, subject to certain limits, by the bank's holding company) within 45 days of
being classified as undercapitalized; (iii) subject to strict asset growth limitations; and (iv) required to obtain prior regulatory
approval for certain acquisitions, transactions not in the ordinary course of business, and entries into new lines of business. In
addition to the foregoing, the primary federal banking regulator may issue a "prompt corrective action directive" to any
undercapitalized institution. Such a directive may (i) require sale or re-capitalization of the bank; (ii) impose additional
restrictions on transactions between the bank and its affiliates; (iii) limit interest rates paid by the bank on deposits; (iv) limit
asset growth and other activities; (v) require divestiture of subsidiaries; (vi) require replacement of directors and officers; and
(vii) restrict capital distributions by the bank's parent holding company. In addition to the foregoing, a significantly
undercapitalized institution may not award bonuses or increases in compensation to its senior executive officers until it has
submitted an acceptable capital restoration plan and received approval from its primary federal banking regulator.

No later than 90 days after an institution becomes critically undercapitalized, the primary federal banking regulator for the
institution must appoint a receiver or, with the concurrence of the FDIC, a conservator, unless the agency, with the concurrence
of the FDIC, determines that the purpose of the prompt corrective action provisions would be better served by another course of
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action. FDICIA requires that any alternative determination be "documented" and reassessed on a periodic basis.
Notwithstanding the foregoing, a receiver must be appointed after 270 days unless the appropriate federal banking agency and
the FDIC certify that the institution is viable and not expected to fail.

Deposit Insurance Assessments

The Bank is a member of the Deposit Insurance Fund ("DIF") maintained by the FDIC. Through the DIF, the FDIC insures the
deposits of the Bank up to prescribed limits for each depositor. The DIF was formed March 31, 2006, upon the merger of the
Bank Insurance Fund and the Savings Insurance Fund in accordance with the Federal Deposit Insurance Reform Act of 2005
(the "FDIR Act"). The FDIC may terminate a depository institution's deposit insurance upon a finding that the institution's
financial condition is unsafe or unsound or that the institution has engaged in unsafe or unsound practices or has violated any
applicable rule, regulation, order or condition enacted or imposed by the institution's regulatory agency. The termination of
deposit insurance for the Bank could have a material adverse effect on our earnings.

The Bank’s deposits are subject to deposit insurance assessments to maintain the DIF. The Bank’s deposit insurance
assessments are based on its assets. To determine its deposit insurance assessment base, the Bank computes the base amount of
its average consolidated assets less its average tangible equity (defined as the amount of Tier I capital) and the applicable
assessment rate. On May 20, 2016, the FDIC’s Board of Directors adopted a final rule that changed the manner in which
deposit insurance assessment rates are calculated for established small banks (generally those banks with less than $10 billion
of assets that have been insured for at least five years). The rule takes a risk based approach, utilizing the CAMELS rating
system, which is a supervisory rating system designed to take into account and reflect financial and operational risks that a bank
may face, as one component of the assessment calculation along with seven additional metrics including capital adequacy, asset
quality, earnings, brokered deposit reliance, and assets growth rate. Each of the seven metrics and a weighted average of
CAMELS component ratings is multiplied by a corresponding pricing multiplier. The sum of these products is added to a
uniform amount, with the resulting sum being an institution’s initial base assessment rate (subject to minimum or maximum
assessment rates based on a bank’s CAMELS composite rating). Assessments for established small banks with a CAMELS
rating of 1 or 2 range from 1.5 to 16 basis points, after adjustments. Assessment rates for established small banks with a
CAMELS rating of 3 range from 3 to 30 basis points, after adjustments. Assessment rates for established small banks with a
CAMELS composite rating of 4 or 5 range from 11 to 30 basis points, after adjustments. Assessment rates specific to the Bank
are calculated quarterly based upon its balance sheet and performance metrics as of the prior quarter end. The FDIC has the
power to adjust deposit insurance assessment rates at any time, and the Company is not able to predict the amount or timing of
any adjustment.

The Federal Deposit Insurance Act ("FDIA"), as amended by the Federal Deposit Insurance Reform Act and the Dodd-
Frank Act, establishes a minimum reserve ratio of the DIF to estimated insured deposits of 1.15% prior to September 2020 and
1.35% thereafter. Further, the Dodd-Frank Act required that, in setting assessments, the FDIC offset the effect of the increase in
the minimum reserve ratio from 1.15% to 1.35% on banks with less than $10 billion in assets. To satisfy these requirements, on
March 15, 2016, the FDIC’s Board of Directors approved a final rule to increase the DIF’s reserve ratio to the statutorily
required minimum ratio of 1.35% of estimated insured deposits. The final rule imposed a 4.5 basis points surcharge on the
quarterly insurance assessments of large banks, which became effective on July 1, 2016. The surcharge continued through
September 30, 2018, when the reserve ratio reached 1.36% of insured deposits, exceeding the statutorily required minimum
reserve ratio of 1.35%. Small banks, such as the Bank, were not required to pay the surcharge. To offset the effect of the
increase in the reserve ratio on small banks, those banks received credits for the portion of their assessments that helped to raise
the reserve ratio from 1.15% to 1.35%. Credits are to be applied automatically to reduce a small bank’s regular assessment in
each quarter that the reserve ratio is at least 1.38%, up to the entire amount of the credit or assessment. Credits were received in
the third and fourth quarters of 2019.

Brokered Deposits and Pass-Through Deposit Insurance Limitations

Under FDICIA, a bank cannot accept brokered deposits unless it either (i) is "Well Capitalized" or (ii) is "Adequately
Capitalized" and has received a written waiver from its primary federal banking regulator. For this purpose, "Well Capitalized"
and "Adequately Capitalized" have the same definitions as in the Prompt Corrective Action regulations. See "Prompt Corrective
Action" above. Banks that are not in the "Well Capitalized" category are subject to certain limits on the rates of interest they
may offer on any deposits (whether or not obtained through a third-party deposit broker). Pass-through insurance coverage is
not available in banks that do not satisfy the requirements for acceptance of brokered deposits, except that pass-through
insurance coverage will be provided for employee benefit plan deposits in institutions which at the time of acceptance of the
deposit meet all applicable regulatory capital requirements and send written notice to their depositors that their funds are
eligible for pass-through deposit insurance. Industry regulators have recently proposed changes to the definition of brokered
deposits; the Company is monitoring the proposal for any impact upon its business. The Bank currently accepts brokered
deposits.
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Real Estate Lending Standards

FDICIA requires the federal bank regulatory agencies to adopt uniform real estate lending standards. The FDIC and the OCC
have adopted regulations which establish supervisory limitations on Loan-to-Value ("LTV") ratios in real estate loans by FDIC-
insured banks, including national banks. The regulations require banks to establish LTV ratio limitations within or below the
prescribed uniform range of supervisory limits. The CFPB amended Regulation Z effective January 10, 2014 to implement
Ability to Repay and Qualified Mortgage Standards for residential mortgage lending. The Bank has elected to follow large
bank treatment under the rule. The Bank follows the Ability to Repay rule by making a good faith determination of an
applicant’s ability to repay under the terms of the transaction; loans meeting the outlined standards for Qualified Mortgages are
identified as such in the Bank’s records. The CFPB further amended Regulation Z along with amending Regulation X to
combine certain disclosures consumers receive when applying for and closing on a mortgage loan under the Truth in Lending
Act and Real Estate Settlement Procedures Act. These amendments became effective October 3, 2015.

Standards for Safety and Soundness

Pursuant to FDICIA the federal bank regulatory agencies have prescribed, by regulation, standards and guidelines for all
insured depository institutions and depository institution holding companies relating to: (i) internal controls, information
systems and internal audit systems; (ii) loan documentation; (iii) credit underwriting; (iv) interest rate risk exposure; (v) asset
growth; and (vi) compensation, fees and benefits. The compensation standards prohibit employment contracts, compensation or
benefit arrangements, stock option plans, fee arrangements or other compensatory arrangements that would provide "excessive"
compensation, fees or benefits, or that could lead to material financial loss. In addition, the federal bank regulatory agencies are
required by FDICIA to prescribe standards specifying: (i) maximum classified assets to capital ratios; (i) minimum earnings
sufficient to absorb losses without impairing capital; and (iii) to the extent feasible, a minimum ratio of market value to book
value for publicly-traded shares of depository institutions and depository institution holding companies.

Consumer Protection Provisions

FDICIA also includes provisions requiring advance notice to regulators and customers for any proposed branch closing and
authorizing (subject to future appropriation of the necessary funds) reduced insurance assessments for institutions offering
"lifeline" banking accounts or engaged in lending in distressed communities. FDICIA also includes provisions requiring
depository institutions to make additional and uniform disclosures to depositors with respect to the rates of interest, fees and
other terms applicable to consumer deposit accounts.

FDIC Waiver of Certain Regulatory Requirements

The FDIC issued a rule, effective on September 22, 2003, that includes a waiver provision which grants the FDIC Board of
Directors extremely broad discretionary authority to waive FDIC regulatory provisions that are not specifically mandated by
statute or by a separate regulation.

Impact of Monetary Policy

Our business and earnings are affected significantly by the fiscal and monetary policies of the federal government a