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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

Quarterly report pursuant to Section 13 or 15 (d) 6
the Securities Exchange Act of 1934

For the quarterly period ended March 31, 2012

Commission File Number: 1-14588

Northeast Bancorp

(Exact name of registrant as specified in its chaetr)

Maine 01-042506¢€
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification No.)
500 Canal Street, Lewiston, Maine 04240
(Address of Principal executive offices (Zip Code)

(207) 786-3245
Registrant’s telephone number, including area code

Indicate by check mark whether the registrant &b filed all reports required to be filed by Seeti® or 15 (d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sslobrter period that the registrant was requirefileésuch reports), and (2) has been
subjected to such filing requirements for the @@stlays. YeskXl No [

Indicate by check mark whether the registrant liésnitted electronically and posted on its corpoveb site, if any, every Interactive Data
File required to be submitted and posted pursuaRuie 405 of Regulation S-T (8232.405 of this ¢egpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). Y&d No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, @-accelerated filer or a smaller reporting
company. See definition of “accelerated filer”,rja accelerated filer” and “smaller reporting comgain Rule 12b-2 of the Exchange Act.
(check one):

Large accelerated file [J Accelerated filel O

Non-accelerated file O Smaller Reporting Compatr
Indicate by check mark whether the registrantseell company (as defined by Rule 12b-2 of the Brge Act). YesO No

Indicate the number of shares outstanding of e&tiedssuer’s classes of common stock, as ofdtest practicable date. As of April 27, 2012,
the registrant had outstanding 3,312,173 shareetofg common stock, $1.00 par value per sharel®a351 shares of non-voting common
stock, $1.00 par value per share.
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PART 1 — FINANCIAL INFORMATION

Item 1. Financial Statements (Unaudited)

NORTHEAST BANCORP AND SUBSIDIARY
CONSOLIDATED BALANCE SHEETS

(Unaudited)

(Dollars in thousands, except share and per steeg d

March 31, 201 June 30, 201
Assets
Cash and due from ban $ 2,60¢ $ 3,22%
Shor-term investment 62,27 80,70:
Total cash and cash equivale 64,88( 83,93
Available-for-sale securities, at fair val 136,73( 148,96:
Loans held for sal 6,35¢ 5,17¢
Loans 345,77 309,91:
Less: Allowance for loan loss: 74¢ 437
Loans, ne 345,02¢ 309,47¢
Premises and equipment, | 8,91¢ 8,271
Repossessed collateral, | 91t 69C
Accrued interest receivab 1,65¢ 1,24¢
Federal Home Loan Bank stock, at ¢ 4,60: 4,88¢
Federal Reserve Bank stock, at ¢ 871 871
Intangible assets, n 4,74¢ 13,13:
Bank owned life insuranc 14,17: 13,79«
Other asset 6,074 5,95¢
Total asset $ 594,95; $ 596,39:
Liabilities and Stockholde’ Equity
Liabilities
Deposits
Demand $ 41,61 $ 48,21t
Savings and interest checki 88,86( 89,80«
Money marke 45,58¢ 48,69¢
Time deposit: 227,67. 214,40«
Total deposit: 403,73! 401,11¢
Federal Home Loan Bank advani 43,567 43,92:
Structured repurchase agreeme 66,63¢ 68,00¢
Shor-term borrowings 1,83¢ 2,51¢
Junior subordinated debentures issued to affiliiests 8,06¢ 7,951
Capital lease obligatio 1,95:¢ 2,07t
Other borrowing: 0 2,22¢
Other liabilities 4,28¢ 3,61F
Total liabilities 530,08: 531,43¢
Commitments and contingenci
Stockholder’ equity
Preferred stock, $1.00 par value, 1,000,000 stargé®rized; 4,227 shares issued and outstandin
March 31, 2012 and June 30, 2011; liquidation pesfee of $1,000 per she 4 4
Voting common stock, $1.00 par value, 13,500,0C0eh authorized; 3,312,173 issued
outstanding at March 31, 2012 and June 30, : 3,31 3,31
Non-voting common stock, $1.00 par value, 1,500,000eshauthorized 195,351 issued i
outstanding at March 31, 2012 and June 30, : 19t 19t
Warrants to purchase common st 40€ 40¢€
Additional paic-in capital 50,12¢ 49,70(
Unearned restricted sto (13€) (163)
Retained earning 11,60: 11,72¢
Accumulated other comprehensive | (647) (22€)
Total stockholder equity 64,87( 64,95«

Total liabilities and stockholde’ equity $ 594,95 $ 596,39:




The accompanying notes are an integral part oféehasaudited consolidated financial statements.
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NORTHEAST BANCORP AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)

(Dollars in thousands, except share and per steeg d

Interest and dividend incom
Interest on loan
Interest and dividends on availa-for-sale
securities
Dividends on regulatory stoc
Other interest and dividend incor

Total interest and dividend incor

Interest expenst
Deposits
Federal Home Loan Bank advant
Structured repurchase agreeme
Shor-term borrowings

Successor Company (

Predecessor Compe

@

Three Months Ende

March 31, 201

Nine Months Ende Three Months Ende¢

March 31, 201

March 31, 201:

93 Days Ende
March 31, 201

181 Days Ended
December 28, 201

Junior subordinated debentures issued to affiliated

trusts
Obligation under capital lease agreem

Total interest expens

Net interest and dividend income befi
provision for loan losse

Provision for loan losse

Net interest and dividend income after
provision for loan losse

Noninterest income
Fees for other services to custornr
Net securities gain
Gain on sales of loans held for s
Gain (loss) on sales of portfolio loa
Investment commissior
Bank-owned life insurance incon
Bargain purchase ga
Other noninterest incon

Total noninterest incom

Noninterest expens
Salaries and employee bene
Occupancy and equipment expe
Professional fee
Data processing fet
Marketing expens
FDIC insurance premiurr
Intangible asset amortizatic
Merger expens
Other noninterest expen

Total noninterest expen:

Income (loss) from continuing operations bef
income tax expense (benet
Income tax expense (benel

$ 587 $ 16,88, $ 564¢ $ 584t |$ 11,21(
42z 1,607 91C 954 3,111
15 48 12 13 18
45 12¢ 33 34 39

6,35: 18,65¢ 6,601 6,84¢ 14,37¢
87t 2,54¢ 774 81€ 2,79¢
25€ 772 284 29¢ 91¢
247 744 24¢ 272 1,39:

7 15 60 67 37€
18¢ 55€ 174 18C 34C
25 76 26 28 55
1,59¢ 4,711 1,567 1,667 5,877
4,75t 13,94¢ 5,037 5,18¢ 8,501
10C 634 49 49 912
4,65t 13,31 4,98¢ 5,13¢ 7,58¢
32¢ 1,03¢ 31C 32z 69€
731 1,111 47 47 17
634 2,06( 49¢ 53¢ 1,867
21¢ 42z (195) (195) 0
72¢ 2,111 70¢ 734 1,174
124 377 12€ 131 25C

0 0 29€ 15,21¢ 0

13 12( 144 157 22F

2,767 7,23 1,927 16,94’ 4,23]

4,00: 11,53¢ 3,95¢ 4,097 4,94¢
97¢ 2,73¢ 772 79t 1,35¢
53¢ 1,231 374 382 50¢
26( 82z 274 287 521
142 487 21€ 22C 23C
125 364 17C 175 34€
262 93t 30€ 30€ 0

0 0 132 3,18: 94
861 2,66¢ 892 997 1,45¢

7,25: 20,78: 7,09¢ 10,43¢ 9,45¢
16¢ (231) (181) 11,64« 2,36¢
15 (209 (217) (239) 69€




Net income (loss) from continuing operatic $ 154 $ (22) $ 3¢ $ 11,871 |$ 1,667
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NORTHEAST BANCORP AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF INCOME
(Unaudited)

(Dollars in thousands, except share and per steeg d

(Continued)

Discontinued operation
Income from discontinued operatic
Gain on sale of discontinued operatit
Income tax expens

Net income from discontinued operatic

Net income
Net income available to common stockholc

Weightec-average shares outstandil
Basic
Diluted

Earnings per common sha
Basic:
Income (loss) from continuing operatic
Income from discontinued operatic
Net income

Diluted:
Income (loss) from continuing operatic
Income from discontinued operatic
Net income

Successor Company (

Predecessor Compe

@

Three Months Endé

March 31, 201:

Nine Months Ende Three Months Endé

March 31, 201:

93 Days Ende
March 31, 201: March 31, 201

181 Days Ended
December 28, 201

$ 0% 18€ $ 184 $ 17€ |$ 94
22 1,551 0 0 10&

8 60C 64 62 70

14 1,137 12C 114 12¢

$ 16€ $ 1,11 $ 15€ $ 11,997 |$ 1,79¢
$ 70 $ 821 $ 58 $ 11,89 |$ 1,671
3,494,49; 3,494,49; 3,492,49:  3,492,49 2,330,19
3,512,27: 3,494,49; 3,559,87.  3,560,27 2,354,38!

$ 0.0z $ (0.09) $ (0.0)$  3.3¢|$ 0.6€
0.0C 0.3 0.0% 0.0% 0.0€

$ 0.0z $ 0.2: $ 00z $  33¢|s 0.7¢
$ 0.0z $ (0.09) $ (0.00)$  3.3C|$ 0.6€
0.0C 0.32 0.0¢ 0.0¢ 0.0%

$ 0.0z $ 0.2: $ 00: $  33%|s 0.71

(1) “Successor Compa” means Northeast Bancorp and its subsidiary afeeclibsing of the merger with FHB Formation LLC

December 29, 201!

(2) “Predecessor Compe” means Northeast Bancorp and its subsidiary befarelbsing of the merger with FHB Formation LLC

December 29, 201!

The accompanying notes are an integral part oféhasaudited consolidated financial statements.
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NORTHEAST BANCORP AND SUBSIDIARY

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Unaudited)

(Dollars in thousands)

Successor Company (

Predecessor Compe

(&)

Three Months Ende  Nine Months Ende  Three Months Ende
93 Days Ende

181 Days Ended

March 31, 201: March 31, 201: March 31, 201: March 31, 201 December 28, 201
Net income $ 16€ $ 1,11 $ 15¢ $ 11,99 |$ 1,79¢
Other comprehensive income, net of 1
Unrealized (loss) gain on available-for-sale
securities, ne (93€) (28¢) (222 (39 (2,869)
Unrealized (loss) gain on purchased interest
caps and swap, n (5) (127) 66 66 (10
Total other comprehensive (loss) inco (941) (415) (15€) 32 (1,877%)
Comprehensive (loss) incor $ (779 $ 70C $ 0 $ 12,02 ($ )

(1) “Successor Compa” means Northeast Bancorp and its subsidiary afeecltsing of the merger with FHB Formation LLC

December 29, 201!

(2) “Predecessor Compe” means Northeast Bancorp and its subsidiary befarelbsing of the merger with FHB Formation LLC

December 29, 201!
The accompanying notes are an integral part oféhasaudited consolidated financial statements.
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NORTHEAST BANCORP AND SUBSIDIARY

Consolidated Statements of Changes in Stockhol@epsity

Periods Ended March 31, 2012, March 31, 2011 armtidber 28, 2010
(Unaudited)

(Dollars in thousands, except share and per steeg d

Unearnel Accumulated
Warrants Other Total
Preferred Stoc Common Stocl to Purchasi Additional  Restricter Retainec Comprehensiv Stockholder
Shares  Amount Shares Amount Commor-Stock Paic-in Capita  Stock Earnings Income (Loss Equity

Predecessor Company |
Balance at June 30, 20 4227 $ 4 2,323,833 $2,32¢ $ 13: $ 6,761 $ 0 $37,33¢ $ 4,34¢ $ 50,90¢
Net income for 181 day
ended December 28,

2010 0 0 0 0 0 0 0 1,79 0 1,79¢
Other comprehensive los

net of tax 0 0 0 0 0 0 0 0 (1,879 (1,879
Dividends on preferre

stock 0 0 0 0 0 0 0 (206) 0 (206)
Dividends on common sto

at $0.18 per shal 0 0 0 0 0 0 0 (419 0 (419
Stock options exercise 0 0 7,50( 8 0 54 0 0 0 62
Accretion of preferred stoc 0 0 0 0 0 16 0 (16) 0 0

Balance at December 28, 2C 4227 $ 4 2,331,33 $2,332 $ 132 $ 6,831 % 0 $38,59! $ 2,47 $ 50,36¢

Successor Company (

Balance at December 29, 2C 4227 $ 4 2,331,33 $2,332 $ 40€ $ 33,68t $ 0% 0% 0 $ 36,42
Net income for the 93 day:

ended March 31, 201 0 0 0 0 0 0 0 11,99: 0 11,99:
Other comprehensiv

income, net of ta 0 0 0 0 0 0 0 0 32 32
Dividends on preferre

stock 0 0 0 0 0 0 0 (59) 0 (53)
Dividends on common sto

at $0.09 per shai 0 0 0 0 0 0 0 (3149 0 (3149
Restricted stock awal 0 0 13,02¢ 13 0 16¢€ (181) 0 0 0
Voting common stock

issuec 0 0 965,81 96& 0 12,48¢ 0 0 0 13,45
Non-voting common stock

issuec 0 0 195,35 19t 0 2,52¢ 0 0 0 2,721
Stoclk-based compensatic 0 0 0 0 0 96 9 0 0 10t
Accretion of preferred stoc 0 0 0 0 0 45 0 (45) 0 0
Modification of stock

appreciation right 0 0 0 0 0 52€ 0 0 0 52€

Balance at March 31, 20: 4,227 $ 4 3,505,52. $3,50¢ $ 40€ $ 4953t $ (172) $11,57¢ $ 32 $ 64,88¢

Successor Company (

Balance at June 30, 2011 4,2 $ 4 3,507,52. $3,507 $ 40€ $ 49,70C $ (16%) $11,72¢ $ (22€) $ 64,95«
Net income 0 0 0 0 0 0 0 1,11¢ 0 1,11¢
Other comprehensive loss

net of tax 0 0 0 0 0 0 0 0 (415) (415)
Dividends on preferre
stock 0 0 0 0 0 0 0 (159) 0 (159)
Dividends on common sto
at $0.27 per shal 0 0 0 0 0 0 0 (94€) 0 (94€)
Stock-based compensatic 0 0 0 0 0 294 27 0 0 321
Accretion of preferred stoc 0 0 0 0 0 13E 0 (135) 0 0
Balance at March 31, 20: 4227 $ 4 3,507,52- $3,507 $ 40€ $ 50,12¢ $ (13€) $11,60. $ (641) $ 64,87(

(1) “Successor Company” means Northeast Bancorptamsabsidiary after the closing of the mergehvwitdB Formation LLC on
December 29, 201!

(2) “Predecessor Compe” means Northeast Bancorp and its subsidiary befarelbsing of the merger with FHB Formation LLC
December 29, 201!



The accompanying notes are an integral part oféehasaudited consolidated financial statements.
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NORTHEAST BANCORP AND SUBSIDIARY
Consolidated Statements of Cash Flows
(Unaudited)

(Dollars in thousands)

Cash flows from operating activitie
Net income
Adjustments to reconcile net income to net casbdus) provided by
operating activities
Provision for loan losse
(Gain) loss on sale or impairment of repossesshalterl, net
Accretion of fair value adjustments on loans,
Accretion of fair value adjustments on depositg,
Accretion of fair value adjustments on borrowingst
Originations of loans held for s¢
Net proceeds from sales of loans held for
Gain on sales of loans held for s
(Gain) loss on sales of portfolio loa
Amortization of intangible asse
Bank-owned life insurance income, r
Depreciation of premises and equipm
Gain on sale of premises and equiprr
Net gain on sale of availal-for-sale securitie
Deferred income tax bene
Stocl-based compensatic
Gain on sale of assets of insurance divit
Amortization of securities, n
Bargain purchase ga
Changes in other assets and liabilit
Interest receivabl
Decrease in prepaid FDIC assessn
Other assets and liabiliti¢

Net cash (used in) provided by operating activi

Cash flows from investing activitie
Proceeds from sales of availe-for-sale securitie
Purchases of availat-for-sale securitie
Proceeds from maturities and principal paymentavailable-for-sale

securities

Loan purchase
Loan originations and principal collections,
Proceeds from sales of portfolio loe
Purchases of premises and equipn
Proceeds from sales of premises and equip!
Proceeds from sales of repossessed colle
Proceeds from redemption of regulatory st
Proceeds from sale of assets of insurance div

Net cash (used in) provided by investing activi

Cash flows from financing activitie
Net increase (decrease) in depo
Net (decrease) increase in skterm borrowings
Dividends paid on preferred sto
Dividends paid on common sto
Issuance of common sto
Repayment of other borrowini

Successor Company (

Predecessor
Company (2

Nine Months Ende

March 31, 201

93 Days Ende
March 31, 201

181 Days Ended
December 28, 20:

$ 1,11F  $ 11,997 $ 1,79¢
634 49 912
(19 55 91
(1,55¢) (396) 0
(1,007) (46€) 0
(1,621) (552) 0
(93,87¢) (29,81%) (87,97))
94,76 29,82¢ 96,23¢
(2,060) (53¢) (1,867)
(422) 195 0
1,00¢ 444 344
(377) (131) (250)
907 281 52C

v (@) (6)
(1,117) (47) 17
0 0 (319)

321 105 0
(1,580) 0 (104)
1,23¢ 301 89

0 (15,216 0

(41F) 58E 121
43¢ 15¢ 12C
(697) (750) 33
(4,327) (3,929) 9,737
179,04! 64,58¢ 172
(185,99) (51,029) (19,00:)
18,61¢ 10,70¢ 26,80¢
(59,84¢) 0 0
22,361 11,25¢ 14,29:
2,40¢ 36,72 0
(1,841) (467) (509)
124 16 36
66¢ 184 217
287 0 0
9,86: 0 147
(14,310 71,08; 22,16
3,61¢ 24,58¢ (9,580)
(679 (49,26:) 16,87t
(15€) (53) (10€)
(94€) (314) (41¢)

0 16,17t 62
(2,129 0 (49€6)




Repayment of Federal Home Loan Bank adval 0 (8,000 0

Repayment of capital lease obligati (122) (39) (77)
Net cash (used in) provided by financing activi (417) (16,907 6,25¢
Net (decrease) increase in cash and cash equis (19,05) 51,157 38,16:
Cash and cash equivalents, beginning of pe 83,93 58,59¢ 20,43t
Cash and cash equivalents, end of pe $ 64,88( $ 109,75! $ 58,59¢

Supplemental schedule of cash flow informati

Interest paic $ 7,33¢ $ 2,971 $ 5,80(

Income taxes paid, n 307 28 84¢€
Supplemental schedule of noncash investing andding activities:

Transfers from loans to acquired as: $ 91¢ $ 27 $ 124

Transfers from acquired assets to lo 44 0 142

(1) *“Successor Compa”’ means Northeast Bancorp and its subsidiary afeeclibsing of the merger with FHB Formation LLC
December 29, 201

(2) “Predecessor Company” means Northeast Bancuita subsidiary before the closing of the mergigh FHB Formation LLC on
December 29, 201

The accompanying notes are an integral part oféehasaudited consolidated financial statements.
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NORTHEAST BANCORP AND SUBSIDIARY
Notes to Unaudited Consolidated Financial Statemest
March 31, 2012

1. Basis of Presentatior

The accompanying unaudited condensed and consadidiaterim financial statements include the accowfiNortheast Bancorp (“Northeast”
or the “Company”) and its wholly-owned subsidiaNgrtheast Bank (the “Bank”Jhese financial statements have been preparedcordance
with accounting principles generally accepted m thnited States of America (“GAAP”) for interim &ncial information and with the
instructions to Form 10-Q and Article 10 of RegidatS-X. Accordingly, they do not include all oftinformation and notes required by
GAAP for complete financial statements. In the dag@inof management, the accompanying consolidatethiial statements contain all
adjustments (consisting principally of normal retuy accruals) considered necessary for a fairgotagion of the Compangfinancial positio
at March 31, 2012; the results of operations ferttiree- and nine-month periods ended March 312,20& three-month period ended
March 31, 2011, the 93 days ended March 31, 20id ffee 181 days ended December 28, 2010; the chamgckholders’ equity for the
ninesmonth period ended March 31, 2012, the 93 daysceNtech 31, 2011, and the 181 days ended Decengh@020; the cash flows for t
nine-month period ended March 31, 2012, the 93 daged March 31, 2011, and the 181 days ended Dxxe?B, 2010. Operating results for
the three- and nine-month periods ended March @12 2re not necessarily indicative of the reshiés may be expected for the fiscal year
ending June 30, 2012 (“Fiscal 2012"). For furthdormation, refer to the audited consolidated ftiahstatements and notes thereto for the
fiscal year ended June 30, 2011 (" Fiscal 2011¢)ided in the Company’s Annual Report on Form 1fbkthe fiscal year ended June 30,
2011, as amended, filed with the Securities anch&mge Commission on March 19, 2012.

2. Merger Transaction

On December 29, 2010, the merger of the CompanyatgiFormation LLC, a Delaware limited liability ogany (“FHB”), was
consummated. As a result of the merger, the suryigompany received a capital contribution of $I6ilion (in addition to the approximate
$13.1 million in cash consideration paid to forrebkareholders), and the former members of FHB dblely acquired approximately 60% of
the Company’s outstanding common stock. The Compasyapplied the acquisition method of accountsgiescribed in ASC 80Business
Combinationg“ASC 805”) to the merger, which represents an &ition by FHB of Northeast (the “Predecessor Conya with Northeast &
the surviving company (the “Successor Company”thinapplication of ASC 805 to this transactior, thllowing was considered:

Identify the Accounting Acquire FHB was identified as the accounting acquirerBFihich was incorporated on March 9, 2009, acquiae
controlling financial interest of approximately 6a%6the Successor Company’s total outstanding gadimd non-voting common stock in
exchange for contributed capital and cash condidera

In the evaluation and identification of FHB as #uweounting acquirer, it was concluded that FHB aasbstantive entity involved in significi
pre-merger activities, including the following: saig capital; incurring debt; incurring operatingenses; leasing office space; hiring staff to
develop the surviving company'’s business planjmitg professional services firms; and identifymgguisition targets and negotiating
potential transactions, including the merger.

Determine the Acquisition Da: December 29, 2010, the closing date of the mewgas the date that FHB gained control of the comdbi
entity.

Recognize assets acquired and liabilities assu: Because neither the Predecessor Company (th&@dqompany) nor FHB (the accounting
acquirer) exist as separate entities after the emeegnew basis of accounting at fair value forSnecessor Compars/assets and liabilities w
established in the consolidated financial statemeXttthe acquisition date, the Successor Compacygnized the identifiable assets acquired
and the liabilities assumed based on their thervidues in accordance with ASC Topic 8Eajr Value MeasuremerftASC 820"). The
Successor Company recognized a bargain purchasegdie difference between the total purchase arid the net assets acquired.

As a result of application of the acquisition metlud accounting to the Successor Company’s balaheet, the Successor Companfjhancial
statements from the periods prior to the transadite are not directly comparable to the finarstalements for periods subsequent to the
transaction date. To make this distinction, the @any has labeled balances and results of operatitmsto the transaction date as
“Predecessor Company” and balances and resuligavitions for periods subsequent to the transadate as “Successor Company.” The lack
of comparability arises from the assets and liabslihaving new accounting bases as a result ofdewy them at their fair values as of the
transaction date rather than at historical cossba® denote this lack of comparability, a healgck line has been placed between the
Successor Company and Predece€sonpany columns in the Consolidated Financial tatgs and in the tables in the Notes to the Uned
Consolidated Financial Statements.
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In connection with the transaction, as part ofrdgulatory approval process the Company made nestanmitments to the Board of Govern
of the Federal Reserve System (the “Federal Re§eand the Maine Bureau of Financial Institutiotise( “Bureau”), the most significant of
which are, (i) maintain a Tier 1 leverage ratiabfeast 10%, (ii) maintain a total risk-based tapatio of at least 15%, (iii) limit purchased
loans to 40% of total loans, (iv) fund 100% of tbempany’s loans with core deposits, and (v) holehicercial real estate loans (including
owner-occupied commercial real estate) to withif%0of total risk-based capital. The Company isemutly in compliance with all
commitments to the Federal Reserve and the Bureau.

3. Loans, Allowance for Loan Losses and Credit Quality

The composition of the Company’s loan portfoli@gsfollows on the dates indicated. The CompanyiGirated loan portfolio consists of loans
originated before and after the merger with FHBe TQompany’s purchased loan portfolio consists ah$oacquired after the merger through
the Company’s Loan Acquisition and Servicing GrdtipASG”).

March 31, 201 June 30, 201
(Dollars in thousands
Loans:

Originated portfolio
Residential real esta $ 92,557 $ 95,417
Home equity 44,08 50,06(
Commercial real esta 110,73: 117,12
Constructior 1,497 2,01¢
Commercial busines 21,63¢ 22,22¢
Consume 18,35¢ 22,43¢
Total originated portfolic 288,86 309,27¢

Purchased portfolic
Commercial real esta 53,32¢ 637
Residential real esta 3,581 0
Total purchased portfoli 56,91¢ 637
Total loans 345,77 309,91
Less: Allowance for loan loss: 74€ 437
Loans, ne $ 345,02¢ $ 309,47¢

In the fourth quarter of Fiscal 2011, the Compaynkched its loan acquisition and servicing businebgh operates at the Company'’s office
in Boston, Massachusetts. The LASG purchases peirigrcommercial real estate loans, on a nationwatsas, at a discount from their
outstanding principal balance, producing yieldsheigthan those normally achieved on the Compamjggnated loan portfolio. The Company
intends to continue to grow this segment of itslpartfolio, both in absolute terms and as a paeganof its total loan portfolio.

The Company'’s loan origination activities are pmadwantly conducted in south-central and westernndaind south-eastern New Hampshire
through the Bank’s Community Banking Division. ta Maine and New Hampshire market areas, the Coynpiaginates single-family and
multi-family residential loans, commercial realastloans, commercial business loans and a varfetgnsumer loans. In addition, the
Company originates loans for the construction sidential homes, multi-family properties, commelrcgal estate properties, and for land
development. The majority of loans originated by @ompany are collateralized by real estate. ThHityadnd willingness of residential and
commercial real estate, commercial business anstieamtion loan borrowers to honor their repaymammitments is generally dependent on
the health of the real estate sector in the borsvgeographic area and/or the general economy.

The accrual of interest on all loans is discontthaethe time the loan is 90 days past due unkeskan is well secured by collateral and in
process of collection. The determination of past siatus is based on the contractual terms obtire In all cases, the Company ceases the
accrual of interest if the Company considers ctitbecof principal or interest to be doubtful. Afiterest accrued but not collected for loans that
are placed on nonaccrual are reversed againsegtteicome. The interest on these loans is accddaten a cash or cost recovery basis, until
the loan qualifies for return to accrual. Loansr@terned to accrual status when all the princpal interest amounts contractually due are
brought current and future payments are reasorsssiyred.
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Loans purchased by the Company are accounted fmr&kSC 310-30Receivables — Loans and Debt Securities Acquiréd Deteriorated
Credit Quality("ASC 310-30"). The Company has elected to accéomall purchased loans under ASC 310-30, includirase with

insignificant or no credit deterioration. At acqtitn, the effective interest rate is determineddzhon the discount rate that equates the presen
value of the Company’s estimate of cash flows whih purchase price of the loan. Prepayments argararally assumed in determining a
purchased loan’s effective interest rate and incaooeetion.

The application of ASC 310-30 limits the yield tima&y be accreted on the purchased loan, or theattbestable yield,” to the excess of the
Company’s estimate, at acquisition, of the expeatatiscounted principal, interest, and other cémshd over the Company'’s initial investment
in the loan. The excess of contractually requiragnpents receivable over the cash flows expectée tllected on the loan represents the
purchased loan’s “nonaccretable difference.” Subsegimprovements in expected cash flows of loaitis monaccretable differences result in
a prospective increase to the loan’s effectivedyibtough a reclassification of some, or all, af ttonaccretable difference to accretable yield.
The effect of subsequent declines in expected tasfs of purchased loans are recorded through eifgpallocation in the allowance for loan
losses.

Purchased credit impaired (“PCI”) include thosenacquired with specific evidence of deterioratberedit quality since origination and for
which it is probable, at acquisition, that the Cemy will be unable to collect all contractually végd payments receivable. The Company
does not characterize purchased loans with nosggnificant credit impairment as PCI loans.

The following table presents a summary of PCI loarrguired through the merger on December 29, ZDiéxe were no acquisitions of PCI
loans subsequent to the merger through March 311,20

Residential Real Est¢
Commercial Real Estate

and Consume and Commercial Busine Total
(Dollars in thousands
Contractually required payments receive $ 3,67 $ 6,06¢ $ 9,74
Nonaccretable differenc (939 (2,410 (3,349
Cash flows expected to be collec 2,73¢ 3,65¢ 6,39t
Accretable yielc (1,209 (48€) (1,690
Fair value of PCI loans acquir: $ 1,53¢ $ 3,17( $4,70¢

The following table presents a summary of PCI Igaunshased during the three and nine months endedhvB1, 2012. PCI loans purchased
during each period consisted of commercial reatestind commercial business loans.

PCI Loans Acquirel

Three Months Ende¢ Nine Months Ende
March 31, 201: March 31, 201:
(Dollars in thousands

Contractually required payments receive $ 3,87¢ $ 13,94
Nonaccretable differenc (1,059 (4,017
Cash flows expected to be collec 2,82¢ 9,93:
Accretable yielc (309 (3,429
Fair value of loans acquire $ 2,521 $ 6,50¢

Activity in Accretable Yield

Three Months Ende Nine Months Ende
March 31, 201: March 31, 201:
(Dollars in thousands

Beginning balanc $ 2,15¢ $ 0

Accretion (214) (77€)

Acquisitions 30t 3,42
Reclassifications from nonaccretable

difference 10C 31C

Disposals and transfe 0 (614

End balanct $ 2,34t $ 2,34t

The following table provides information relate@ thnpaid principal balance and carrying amounf3Gifloans.

March 31, 201: June 30, 201
Acquired throug Acquired throug
Merger Purchase Total Merger Purchase Total
(Dollars in thousands (Dollars in thousands
Unpaid principal balanc $ 4,34: $9,60: $13,94¢ $ 7,11 $ 15¢  $7,26¢

Carrying amoun $ 2457 $5646€ $8,09¢ % 422¢ $ 0  $4,22¢
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Allowance for Loan Losse

The allowance for loan losses is established aefoare estimated to have occurred through a pvovisr loan losses charged to earnings.
Loan losses are charged against the allowance magagement believes the uncollectibility of a lbatance is confirmed. Subsequent
recoveries, if any, are credited to the allowance.

The allowance for loan losses is evaluated peralgibased upon management’s review of availabftarination, including, but not limited to,
the quality of the loan portfolio, certain econornanditions, the value of the underlying collatexatl the level of non-accruing and criticized
loans. Management relies on its loan quality regietg experience and evaluation of economic cardit among other factors, in determining
the amount of provision required for the allowafareloan losses. Determining the allowance for lt@ases inherently involves a high degree
of subjectivity and requires the Company to makmificant estimates of current credit risks andifattrends, all of which may undergo
material changes.

The general component of the allowance for loasdess based on historical loss experience adjdstepialitative factors stratified by the
following loan segments: residential real estatel(iding home equity loans), commercial real es@aenmercial business, and consumer. The
Company currently considers its loss experienceegient to the merger in its quantitative histotizss analysis. The Company does not
weight periods used in that analysis to deterntieeatverage loss rate in each portfolio segmenth&yrthe Company considers qualitative
information, including certain experience of thedecessor Company, in determining its averagefdmssr for purposes of Company’s
allowance for loan losses. Qualitative factors adered in the Company’s analysis include: levedsitis in delinquencies and substandard
loans; trends in volumes and terms of loans; effe€thanges in risk rating and underwriting stadg@nd other changes in lending policies,
procedures and practices; experience/ability/deptending management and staff; and national agibnal economic trends and conditions.
There were no significant changes in the Compapglicies or methodology pertaining to the geneashponent of the allowance for loan
losses during the three or nine months ended MatcR012.

The qualitative factors are determined based owahieus risk characteristic of each loan segmRisk characteristics relevant to each
portfolio segment are as follows:

Residential real estate: The Company generally doesriginate loans with a loan-to-value ratioajex than 80 percent and does not
grant subprime loans. All loans in this segmentcaltateralized by residential real estate andyeyent is dependent on the credit quality
of the individual borrower. The overall health béteconomy, particularly unemployment rates andgimguprices, has a significant effect
on the credit quality in this segment. For purpasehie Company’s allowance for loan loss calcolathome equity loans and lines of
credit are included in residential real estate.

Commercial real estate: Loans in this segment @neapily income-producing properties. For owner-agied properties, the cash flows
are derived from an operating business, and theryidg cash flows may be adversely affected byidetation in the financial condition
of the operating business. The underlying cashdligenerated by non-owner occupied properties magbersely affected by increased
vacancy rates. Management periodically obtainsnalst, with which it monitors the cash flows oktfe loans. Adverse developments in
either of these areas will have an adverse effethe credit quality of this segment. For purpasiethe allowance for loan losses, this
segment also includes construction loans.

Commercial business: Loans in this segment are realdesinesses and are generally secured by tetsadshe business. Repayment is
expected from the cash flows of the business. Whadiknal or regional economic conditions, and altaat decrease in consumer or
business spending, will have an adverse effechermtedit quality of this segment.

Consumer: Loans in this segment are generally edcand repayment is dependent on the credit gudlihe individual borrower.
Repayment of consumer loans is generally baseterdrnings of individual borrowers, which may Heasely impacted by regional
labor market conditions.

Purchased: Loans in this segment are secured bgneeetal real estate, multi-family residential reatate, or business assets and have
been acquired by the LASG. Loans acquired by th8GAare, with limited exceptions, performing loahtha date of purchase that may
have some credit deterioration since originatioep®/ment of these loans is largely dependent dnfeas from the successful operation
of the property, in the case of non-owner occupiexgberty, or operating business, in the case ofesvaccupied property. Loan
performance may be adversely affected by factdextufig the general economy or conditions
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specific to the real estate market such as geogrégtation or property type. Loans in this segnmemet evaluated for impairment under
ASC 310-30. The Company reviews expected cash ffooms purchased loans on a quarterly basis. Theeetff a decline in expected
cash flows subsequent to the acquisition of tha Isaecognized through a specific allocation ia #fiowance for loan losses.

The allocated component of the allowance for l@msés relates to loans that are classified as isghdimpairment is measured on a loan-by-
loan basis for commercial business and commere#lastate loans by either the present value cfagd future cash flows discounted at the
loan’s effective interest rate or the fair valuealwé collateral if the loan is collateral dependéumt allowance is established when the discounted
cash flows (or collateral value) of the impairedrds lower that the carrying value of that loaarde groups of smaller-balance homogeneous
loans, such as consumer and residential real dstais are collectively evaluated for impairmergdzhon the group’historical loss experien
adjusted for changes in trends, conditions andratievant factors that affect repayment of thentoaccordingly, the Company does not
separately identify individual consumer and resi@dgtoans for individual impairment and disclosurowever, all loans modified in troubled
debt restructurings are individually reviewed fiompiairment.

For all segments except the purchased loan segm&dn is considered impaired when, based on ruiméormation and events, it is probable
that the Company will be unable to collect the siched payments of principal or interest when duseding to the contractual terms of the
loan agreement. Loans that experience insignifipagtnent delays and payment shortfalls generadlynat classified as impaired. Managen
determines the significance of payment delays ayingnt shortfalls on a case-by-case basis, taktagconsideration all of the circumstances
surrounding the loan and the borrower, includireyléngth of the delay, the reasons for the delsybbrrower’s prior payment record, and the
amount of the shortfall in relation to the prindipad interest owed. For the purchased loan segradoan is considered impaired when, based
on current information and events, it is probahkt the Company will be unable to realize cash $las estimated at acquisition. Loan
impairment of purchased loans is measured baséueaecrease in expected cash flows from thosmatsd at acquisition, excluding changes
due to decreases in interest rate indices. Factorsidered by management in determining impairrimeide payment status, collateral value,
and the probability of the collecting scheduledhpipal and interest payments when due.

The Company periodically may agree to modify thetractual terms of loans. When a loan is modified a concession is made to a borrower
experiencing financial difficulty, the modificatida considered a troubled debt restructuring (“TRR’he Company considers all loans
identified as being modified in a TDR as impairedris. By policy, the Company does not remove TD&s fimpairment classification.

The following table sets forth activity in the Coamy’s allowance for loan losses.
Successor Company

Three months ended March 31, 2(

Residentie Commercie Commercie
Real Estat Real Estat Business Consume Purchased (. Total
(Dollars in thousands
Beginning balanc $ 12t $ 147 $ 231 $ 234 $ 0 $ 737
Provision (benefit 20 (11 17 74 0 10C
Recoveries 1 0 2 4 0] 7
Charge-offs (20 0 0 (76) 0 (96)
Ending balanc $ 12¢ $ 13€ $ 25C $ 23€ $ 0 $ 74¢
Successor Compar
Nine months ended March 31, 2C
Residentie Commercie Commercie
Real Estat Real Estat Business Consume Purchased (. Total
(Dollars in thousands
Beginning balanc $ 34 $ 147 $ 23¢ $ 18 $ 0 $ 437
Provision (benefit 171 13 a7 467 0 634
Recoveries 2 0 37 30 0 69
Charge-offs (81) (24) (8) (279) 0 (392)
Ending balanc $ 12¢ $ 13€ $ 25C $ 23€ $ 0 $ 74¢

(1) Purchased loans included above include comidaesl estate, commercial business, and commeéoeias secured by residential real
estate. The Company separately analyzes loansgaediby the LASG from other segments in determitiiegallowance for loan losses.
There have been no charge-offs or reductions icdlsé flow estimates made at the time of loan attipm in the Company’s purchased
loan portfolio. As a result, no provision has begade for potential losses related to such loams freption of the Company’s LASG
through March 31, 201.

Successor Compar Predecessor Compe
Three months end
93 days ended 181 days ended
March 31, 201: March 31, 201 December 28, 201

(Dollars in thousands



Beginning balanc $ 0o $ 0 $ 5,80¢

Provision 49 49 91z
Recoveries 20 20 10¢€
Chargeoffs (55) (55) (859)
Ending balanc $ 14  $ 14 $ 5,967
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The following table sets forth information regamglithhe allowance for loan losses by portfolio seghagr impairment methodology.

March 31, 201:
Commercia Commercia

Residential

Real Estat( Real Estat Business Consume Total
(Dollars in thousands
Allowance for loan losse!
Individually evaluatec $ 3 8 79 $ 23 $ 0 $ 31¢
Collectively evaluate: 123 57 14 23€ 43C
Purchased (1 0 0 0 0 0
Total $ 12¢ $ 13¢ $ 25C $ 23¢ $ 74€
Loans:
Individually evaluatec $ 424 $ 192 $ 1,17F $ 21 $ 3,54C
Collectively evaluate: 136,21! 110,30¢ 20,46( 18,33¢ 285,32:
Purchased (1 3,581 53,32¢ 0 0 56,91¢
Total $140,22¢ $165,55° $ 21,63¢ $18,35¢ $345,77:
June 30, 201
Commerciz Commercia
Residential
Real Estat( Real Estat Business Consume Total
(Dollars in thousands
Allowance for loan losse!
Individually evaluatec $ 0 $ 11¢ $ 19 $ 0 $ 31t
Collectively evaluate: 34 28 42 18 122
Purchased (1 0 0 0 0 0
Total $ 34 $ 147 $ 23¢ % 18 $ 437
Loans:
Individually evaluatec $ 0 $ 1221 $ 192: $ 0 $ 314
Collectively evaluate: 146,58! 116,81( 20,30: 22,43¢ 306,13:
Purchased (1 0 637 0 0 637
Total $146,58: $118,66¢ $ 22,22F $22,43¢ $309,91:

(1) Expected cash flows from individual purchaseshks are reviewed quarterly by the Company. Pagitisition, the effect of a decline in
expected cash flows is recorded through the alloedar loan losses as a specific allocat
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The following table sets forth information regamglimpaired loans. The recorded investment in inguhioans includes discounts or premiums

from acquisition through purchase or merger. Irgeicome recognized includes interest receiveatorued based on loan principal and
contractual interest rates; amounts do not inchmbeetion or amortization of acquisition discoumtpremiums as such amounts related to
impaired loans are insignificant. Loans acquirethwlieteriorated credit quality that have perforrbaded on cash flow and accretable yield
expectations determined at date of acquisitiomateonsidered impaired assets and have been extfunim the tables below.

March 31, 201:

For the three months ended
March 31, 201:

For the nine months ended
March 31, 201:

Unpaid

Principa
Recorded Related
Investmer Balance Allowance

Average Interest Average Interest
Recorded Income Recorded Income
Investmen Recognize Investmen: Recognize

(Dollars in thousands
Impaired loans without a valuation allowan

(Dollars in thousands

(Dollars in thousands

Residential real esta $ 318 $ 497 3 o 3 43C $ 9 $ 21& $ 17
Consume 21 21 0 11 0 5 0
Commercial real esta 66€ 817 0 1,54( 12 1,02¢ 70
Commercial busines 487 79¢ 0 48% 2 55E 7
Total 1,49 2,13¢ 0 2,46¢ 23 1,80¢ 94
Impaired loans with a valuation allowan:
Residential real esta 10€ 10z 3 53 0 63 0
Consume 0 0 0 0 0 0 0
Commercial real esta 1,25¢ 1,27(C 79 721 16 66€ 19
Commercial busines 68€ 72C 23€ 664 0 72€ 0
Total 2,04¢ 2,09¢ 31¢ 1,43¢ 16 1,457 19
Total impaired loan $ 354 $4227 $ 31& $  3,90: $ 39 $ 3,26 $ 11¢
June 30, 201
Unpaid
Principa
Recorded Related
Investmer Balance Allowance
(Dollars in thousands
Impaired loans without a valuation allowan
Commercial real esta $ 34¢ $ 34¢ $ 0
Commercial busines 1,05/ 1,054 0
Total 1,40z 1,40z 0
Impaired loans with a valuation allowan:
Commercial real esta 87¢ 87¢ 11¢
Commercial busines 86¢ 86¢ 19€
Total 1,741 1,741 31E
Total impaired loan $ 3,14¢ $3,14: $ 31t
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The following is a summary of past due and non-zidoans:

March 31, 201:

Past Due
90 Days o Past Due
90 Days o
More-Still Total Non-
30-59 60-89 More- Past Total Total Accrual
Days Days Accruing Nonaccrue Due Current Loans Loans
(Dollars in thousands
Originated portfolio
Residential real esta $41z2 $ 0 % 0 $ 2,76¢ $3,17¢ ¢$ 89,38 $ 92,557 $3,067
Home equity 20¢ 74 0 15C 43% 43,64¢ 44,08: 25E
Commercial real esta 96 0 0 442 53¢ 110,19 110,73: 447
Constructior 0 0 0 0 0 1,497 1,497 0
Commercial busines 207 0 0 994 1,201 20,43« 21,63t 1,10¢
Consume 25¢ 163 0 30C 722 17,63 18,35¢ 30¢
Total originated portfolic 1,18: 237 0 4,65C 6,07( 282,79: 288,86. 5,181
Purchased portfolic
Residential real esta 30 0 0 0 3C 3,551 3,587 0
Commercial real esta 1,01¢ 0 0 0 1,01¢ 52,31°¢ 53,32¢ 0
Total purchased portfoli 1,044 0 0 0 1,04« 55,87 56,91¢ 0
Total loans $2,227 $237 $ 0 $ 465( $7,11¢ $338,66: $345,77° $5,181
June 30, 201
Past Due
90 Days @ Past Due
90 Days o
More-Still Total Non-
3059 60-89 More- Past Total Total Accrual
Days Days Accruing Nonaccrue Due Current Loans Loans
Originated portfolio
Residential real esta $257 $1,021 $ 0 $ 1,77¢ $3,057 $ 92,36( $ 95417 $2,19¢
Home equity 117 0 0 89 20¢€ 49,85/ 50,06( 20t
Commercial real esta 0 492 0 934 1,42¢ 115,69¢ 117,12« 3,601
Constructior 0 0 0 121 121 1,89« 2,01t 121
Commercial busines 4 75 751 41¢€ 1,24¢ 20,97¢ 22,22°¢ 55¢
Consume 56€ 33¢ 0 50¢& 1,412 21,02: 22,43¢ 527
Total originated portfolic 944 1,92¢ 751 3,847 7,46¢ 301,80¢ 309,27¢ 7,20¢
Purchased portfolic
Commercial real esta 0 0 0 0 0 637 637 0
Total purchased portfoli 0 0 0 0 0 637 637 0
Total loans $944 $1,92¢ $ 751 $ 3,847 $7,46¢ $302,44! $309,91! $7,20¢

The following table shows the troubled debt regtitings which occurred during the nine months endedch 31, 2012 and the change in the
recorded investment subsequent to the modificatb@esrring. All concessions given during the periodsisted of either rate reductions or
maturity extensions, or combinations thereof. Theas no forgiveness of principal related to loamslified in a TDR during the period.

Recorded Recorded
Number o Investment Investment
Contracts Pre-Modification Pos-Madification

(Dollars in thousands
Originated portfolio

Residential real esta 2 $ 161 $ 161
Home equity 0 0 0
Commercial real esta 0 0 0
Constructior 0 0 0
Commercial busines 0 0 0
Consume 0 0 0
Total originated portfolic 2 161 161
Purchased portfolic
Residential real esta 0 0 0
Commercial real esta 0 0 0
Total purchased portfoli 0 0 0

Total

N
@

161 $ 161




There were no defaults of loans previously modified TDR during the three or nine months endeddi&1, 2012.
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The following table shows the Company’s total TD#R0f the dates indicated.

March 31, 201: June 30, 201
On Accrua On Nonaccruz On Accrua On Nonaccruz
Status Status Total Status Status Total
(Dollars in thousands (Dollars in thousands
Originated portfolio
Residential real esta $ 92 $ 161 $ 25& $ 93 $ 0 $ 93
Home equity 0 0 0 0 0 0
Commercial real esta 0 861 861 0 85¢ 85¢
Constructior 0 0 0 0 0 0
Commercial busines 0 0 0 0 0 0
Consume 0 0 0 0 0 0
Total originated portfolic 92 1,022 1,11« 93 85¢ 952
Purchased portfolic
Residential real esta 0 0 0 0 0 0
Commercial real esta 0 0 0 0 0 0
Total purchased portfoli 0 0 0 0 0 0
Total $ 92 $ 1,022 $1,11¢ $ 93 $ 85¢ $952

Credit Quality Indicators

As of January 1, 2011, the Company updated itsriatédoan rating system from an eight to ten peusle. Risk ratings for periods prior to
January 1, 2011 have been retroactively adjusteddimparative purposes.

The Company utilizes a ten point internal loanngsystem for commercial real estate, construcimhcommercial business loans as follows:
Loans rated 1 — 6: Loans in these categories argidered “pass” rated loans with low to averagle ris

Loans rated 7: Loans in this category are consii&ngecial mention.” These loans are beginninghimssigns of potential weakness and are
being closely monitored by management.

Loans rated 8: Loans in this category are consii&ngbstandard.” Generally, a loan is considerdmstandard if the current net worth
inadequately protects it and the paying capacithefobligors or the collateral pledged. There @séinct possibility that the Company will
sustain some loss if the weakness is not corrected.

Loans rated 9: Loans in this category are consiti&teubtful.” Loans classified as doubtful havethk weaknesses inherent in those loans
classified substandard with the added charactetistit the weaknesses make collection or liquidaticfull, on the basis of current existing
facts, highly questionable and improbable.

Loans rated 10: Loans in this category are constlioss” and of such little value that their contance as loans is not warranted.

On an annual basis, or more often if needed, thapg2aay formally reviews the ratings of all commekceal estate, construction, and
commercial business loans. Semi-annually, the Compagages an independent thixaity to review a significant portion of loans witthhese
segments. Management uses the results of thesawsees part of its annual review process. Riskgatbn purchased loans, with and without
evidence of credit deterioration at acquisitiorg, determined relative to the Company’s recordedstment in that loan, which may be
significantly lower than the loan’s unpaid prindipalance.
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The following tables present the Company’s loansigly rating.

4.

Loans rated - 6
Loans rated
Loans rated !
Loans rated !
Loans rated 1!

Loans rated - 6
Loans rated
Loans rated !
Loans rated !
Loans rated 1!

Securities Available-for-Sale

March 31, 201:

Originated Portfolic

Purchased Portfol

Securities available-for-sale at amortized costapuroximate fair values are summarized below:

Debt securities issued by U.S. Governr-sponsored enterpris
Mortgage-backed securities issued by government age!

Equity securitie:
Trust preferred securitie

The gross unrealized gains and unrealized lossasaitable-for-sale securities are as follows:

Debt securities issued by U.S. Governr-sponsored enterpris
Mortgage-backed securities issued by government age!

Equity securitie:
Trust preferred securitie

Commercia Commercie
Commercial
Real Estatr Constructiol Business Real Estatt
(Dollars in thousands
$105,00¢ $ 1,497 $ 20,11¢ $ 53,32¢
1,66¢ 0 26E 0
4,057 0 1,252 0
0 0 0 0
0 0 0 0
$110,73: $ 1,497 $ 21,63¢ $ 53,32¢
June 30, 201
Originated Portfolic Purchased Portfol
Commercia Commercie
Commercial Real
Real Estati Constructio _Business Estate
(Dollars in thousands
$106,71° $ 2,01t $ 18,20: $ 637
3,13: 0 1,16¢ 0
7,274 0 2,85¢ 0
0 0 0 0
0 0 0 0
$117,12: $ 2,01t $ 22,228 $ 637
March 31, 201: June 30, 201
Amortized Fair Amortized Fair
Cost Value Cost Value
(Dollars in thousands
$ 45,95¢ $ 45,87 $ 48,821 $ 48,731
91,36¢ 90,85¢ 99,63 99,55¢
0 0 193 21€
0 0 46€ 451
$137,32¢ $136,73( $149,12: $148,96:
March 31, 201: June 30, 201
Gross Gross Gross Gross
Unrealize( Unrealize« Unrealize« Unrealize«
Gains Losses Gains Losses
(Dollars in thousands
$ 6 $ 93 $ 7 $ 97
0 50¢ 212 291
0 0 23 0
0 0 8 23
$ 6 $ 602 $ 25C $ 411

When securities are sold, the adjusted cost ofpleeific security sold is used to compute the gailoss on sale. The following table

summarizes realized gains and losses on availablsale securities.

Successor Company Three Months Endée

March 31, 201:

Gross realized gair $ 731
Gross realized losst 0
Net security gain $ 731

Predecessor Company

Nine Months Ende Three Months Endée

March 31, 201: March 31, 201:
(Dollars in thousands

$ 1,18(C $ 47
69 0
$ 1,111 $ 47

181 Days Ended

December 28, 201

93 Days Ende
March 31, 201

$ 47
0
$ 47



(Dollars in thousand
Gross realized gair $

17
Gross realized lossi 0
Net security gain $ 17
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The following summarizes the Company’s gross uiredllosses and fair values aggregated by investoagegory and length of time that
individual securities have been in a continuousalized loss position.

March 31, 201!

Less than 12 Montt More than 12 Month Total
Unrealize« Unrealize( Unrealize«
Fair Fair Fair
Value Losses Value Losses Value Losses

(Dollars in thousands

Debt securities issued by U.S. Governr-sponsored enterpris
Mortgage-backed securities issued by government age!

$42,73¢ $ 93
90,76¢ 50¢

$ O $ 0
0 0

$4273¢ $ 93
90,76¢ 50¢

$133,50 $ 60z

$ O $ 0

$133,50 $ 60z

June 30, 201
Less than 12 Montt More than 12 Month Total
Unrealize« Unrealize« Unrealize«
Fair Fair Fair
Value Losses Value Losses Value Losses
(Dollars in thousands
Debt securities issued by U.S. Governr-sponsored enterpris: $46,13C¢ $ 97 $ O $ 0 $46,13( $ 97
Mortgage-backed securities issued by government age! 51,36 291 0 0 51,36 291
Trust preferred securitie 174 23 0 0 174 23
$97,67: $ 41 $ 0 $ 0 $97,67: $ 411

There were no other-than-temporary impairment lssesecurities during the three or nine montheeémdarch 31, 2012. There were no
other-than-temporary impairment losses on secaritiethe three months or 93 days ended March @&1L1,2nor the 181 days ended
December 28, 2010.

At March 31, 2012, the Company had 38 availablestde securities with continuous unrealized lossetefs than twelve months, represen
aggregate depreciation from amortized cost oftless 1%. No securities in an unrealized loss pmsitiad continuous losses greater than
twelve months. At March 31, 2012, all of the Comyaravailable-for-sale securities were issued blyezigovernment agencies or government-
sponsored enterprises. The decline in fair valub@Company’s available-for-sale securities atdfié81, 2012 is attributable to changes in
interest rates.

The amortized cost and fair values of availablesiale debt securities by contractual maturity & below as of March 31, 2012. Actual
maturities may differ from contractual maturitieschuse borrowers may have the right to call orgyrebligations with or without call or
prepayment penalties.

Amortized Fair
Cost Value
(Dollars in thousands
Due after one year through five ye $ 45,95¢ $ 45,87

Due after five years through ten ye 0 0

Due after ten yeal 0 0
45,95¢ 45,87!
Mortgage-backed securitie 91,36¢ 90,85¢
$137,32¢ $136,73(
5. Stock-Based Compensatior
A summary of the stock option activity for the nime@nths ended March 31, 2012 follows.
Weighted
Average
Shares Exercise Pric
Outstanding at beginning of peri 764,54¢ $ 14.0%
Granted 40,00( 12.6:
Exercisec 0 0
Forfeited (8,500 13.1(C
Outstanding and at end of peri 796,04¢ 13.9¢
Exercisable 54,17¢ $ 14.11
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The fair value of options granted during the ninenths ended March 31, 2012 was estimated on tkead@trant using the Black-Scholes
option-pricing model with the following weighted-erage assumptions.

Assumptions
Dividend yield 2.81%
Expected life 6 year:
Expected volatility 33.8t%
Risk-free interest rat 0.98%
Weighted average fair value per opt $ 4.3¢

The expected volatility is based on historical tititg. The risk-free interest rate is for periodgthin the expected life of the awards are based
on the U.S. Treasury yield curve in effect at fheetof the grant. The expected life is based ototital and expected exercise experience. The
dividend yield assumption is based on the Compahmgt®ry and expectation of dividend payouts.

The following table summarizes information abowc&toptions outstanding at March 31, 2012.

Options Outstandin Options Exercisabl
Weighted Averag Weighted Averag Weighted Averag

Weighted Averag Aggregate Aggregate
Exercise Pric Number Remaining Life Intrinsic Value Exercise Prict Number Remaining Life Intrinsic Value
$ 12.6% 40,00( 9.8 years $ 0] $ 0 0 9.8 years $ 0
13.9¢ 594,03¢ 8.8 years 0 13.9: 37,97t 8.8 years 0
14.52 162,01( 8.8 years 0 14.52 16,20( 8.8 years 0
13.9¢ 796,04¢ 9.0 years 0 14.11 54,17t 8.8 years 0

At March 31, 2012, all unvested stock options @utding are expected to vest.

On December 29, 2010, the Company granted 13,02@slof the Companyrestricted stock to a senior executive of the gamy. The holde

of this award participates fully in the rewardsstdck ownership of the Company, including votinghts and dividend rights. This award has
been determined to have a fair value of $13.93%pare based on the average price at which the Gorispeommon stock traded on the date of
grant. Forty percent of the award will vest on Dmber 29, 2012, and the remainder will vest in tregeal annual installments commencing on
December 29, 2013. At March 31, 2012, no restricdmon shares were vested. All restricted comrhanes are expected to vest.

At March 31, 2012, performance-based stock appiieniaights (“SARs”) with underlying shares of nenting common stock totaling 81,006
were outstanding. As of March 31, 2012, 2011, tben@any has accrued the maximum liability payablgeunhe SAR grant, which equates to
$0.59 per share, or a total of $48 thousand. ThRsS&xpire in December of 2020.

The estimated amount and timing of future pre-taklsbased compensation expense to be recognieeasdollows.

Fiscal Years Ending June :

April -
June 201 2013 2014 2015 2016 2017 Total
(Dollars in thousands -
Stock options $ 10t $41¢ $40E $38€ $25€ $69 $1,64(
Restricted stoc 9 36 36 36 18 0 13t

$ 114 $45E $441 $42; $274 $69 $L,77E

At March 31, 2012, the Company had outstanding maméato purchase 67,958 shares of common stookdsw the U.S. Department of the
Treasury (the “Treasury”) on December 12, 2008onnection with the Company’s participation in th&RP Capital Purchase Program on
December 12, 2008. The warrant has an exercise pfi$9.33 per share and expires on December 1B, Zhe warrant is recorded as a
permanent component of stockholders’ equity in et@oce with ASC 81%)erivatives and HedgingAt March 31, 2012, the intrinsic value of
the warrant was $199 thousand.
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6. Discontinued Operations

On August 31, 2011, the Company sold customerdistscertain fixed assets of its wholly-owned sdiasy, Northeast Bank Insurance Group,
Inc. (“NBIG”) to local insurance agencies in twseate transactions. The Varney Agency, Inc. ofg@anMaine purchased the assets of nine
NBIG offices in Anson, Auburn, Augusta, Bethel, eimore Falls, Scarborough, South Paris, Thomastdrrarner, Maine. The NBIG offic

in Berwick, Maine, which operates under the nam8mge#nce & Matthews, was acquired by Bradley Spo#tyiously a member of NBIG’s
senior management team. The following is a sumroftiye sale transactions.

(Dollars in thousand

Sale proceed $ 9,86:
Less:
Customer lists and other intangible assets 7,37¢
Fixed assets, net of accumulated depreci: 165
Severance and other direct exper 76€
Pre-tax gain recognize $ 1,551

Operations associated with NBIG for the periodspm¢ed have been classified as discontinued opesati the accompanying consolidated
statements of income. The Company has eliminateédtatcompany transactions in presenting discam@thoperations for each period.
Insurance commissions associated with NBIG weré&$B6usand for the nine months ended March 31, 281af which was recognized in
the first quarter of fiscal 2012. Insurance cominiss were $1.5 million for the three months andl@$s ended March 31, 2011 and $2.7
million for 181 days ended December 28, 2010. Igitale and fixed assets associated with discontiryextations totaled approximately $7.4
million and $168 thousand, respectively, at June2BQ 1. In connection with the transaction, the @any repaid borrowings associated with
NBIG totaling $2.1 million

NBIG had previously sold customer lists and cerfaied assets of its agency offices in Jackman,ndad Worldwide Risk Management, It
on December 22, 2010; in Rangeley, Maine to Mo&drurbish Insurance Agency on January 31, 2010;iamdexico, Maine to UIG, Inc. on
December 31, 2009.
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7. Earnings Per Share (EPS

EPS is computed by dividing net income allocatedaimmon shareholders by the weighted average consimmes outstanding. The following
table shows the weighted average number of shatetaading for the periods indicated. Shares idsuaative to stock options granted have
been reflected as an increase in the shares oditstansed to calculate diluted EPS, after applyirggtreasury stock method. The number of
shares outstanding for basic and diluted EPS septed as follows:

Successor Compar Predecessor Compe
Three month:  Nine months ~ Three month: 93 days 181 days
ended ended ended ended ended
March 31, March 31, March 31, March 31, December 28,
2012 2012 2011 2011 2010

(Dollars in thousands, except share and per stweg

Net income (loss) from continuing operatic $ 154 % 22) $ 36 $ 11,87 |$ 1,661
Preferred stock dividenc (53 (159 (53 (55 (104)
Accretion of preferred stoc (45) (135) (45) (45) (15)

Net income (loss) from continuing operations avdéao
common shareholde $ 56 $ (316) $ (62) 11,777 | $ 1,54¢
Undistributed earnings of continuing operationscdted to
participating securitie 0 (D 0 44 0
Net income from continuing operations allocate:
common shareholde $ 56 $ (315) $ (62 11,730 [ $ 1,54¢

Net income from discontinued operations availabledammor

shareholder $ 14 $ 1137 $ 12C $ 114 | $ 12¢
Undistributed earnings of discontinued operatiditcated to
participating securitie 0 4 0 0 0
Net income from discontinued operations allocated t
common shareholde $ 14 $ 113¢ $ 12C 114 | $ 12¢

Weighted average shares used in calculation ot leshings per

share 3,494,49: 3,494,49: 3,492,49: 3,492,49 2,330,19
Incremental shares from assumed exercise of ddutiv
securities 17,77¢ 0 67,37¢ 67,78( 24,18¢
Weighted average shares used in calculation ofedi
earnings per sha 3,5612,27. 3,494,49; 3,559,87. 3,560,27: 2,354,38!

Earnings per common sha

Income (loss) from continuing operatic $ 0.0z $ (0.09 $ (0.01 3.3¢ | $ 0.67
Income from discontinued operatic 0.0C 0.32 0.0z 0.0 0.0
Earnings per common she $ 0.0z $ 0.2: $ 0.02 33¢ | $ 0.72

Diluted earnings per common sha

Income (loss) from continuing operatic $ 0.0z $ (0.09 $ (0.01 33C|$ 0.6¢
Income from discontinued operatic 0.0C 0.32 0.0 0.0¢ 0.0t
Diluted earnings per common shi $ 0.0z $ 0.2z $ 0.0z 337 |$ 0.71

796,049 stock options were anti-dilutive and exelliffom the calculation of dilutive earnings pearghfor the three and nine months ended
March 31, 2012. 67,958 shares issuable upon threisgeof the warrant issued to the Treasury weteddative during the nine months ended
March 31, 2012 due to the Company’s loss from cwiitig operations.
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8. Fair Value Measurements

Fair value is a market-based measure consideradtfre perspective of a market participant rathantan entity-specific measure. Therefore,
even when market assumptions are not readily dlajlthe Company’s own assumptions are set toatete®se that market participants would
use in pricing the asset or liability at the measwent date. If there has been a significant deereathe volume and level of activity for the
asset or liability, regardless of the valuatiorhtgque(s) used, the objective of a fair value mesgent remains the same. Fair value is the
that would be received to sell an asset or patdattsfer a liability in an orderly transaction (& not a forced liquidation or distressed sale)
between market participants at the measurementudaler current market conditions. The Company psess and inputs that are current as of
the measurement date, including in periods of matlgbocation. In periods of market dislocatiorg thhservability of prices and inputs may be
reduced for many instruments. This condition caiddse an instrument to be reclassified from onel ievanother.

ASC 820 defines fair value and establishes a faiter hierarchy that prioritizes the inputs to véiluatechniques used to measure fair value.
The hierarchy gives the highest priority to unat§jdsquoted prices in active markets for identicalets or liabilities (Level 1 measurements)
and the lowest priority to unobservable inputs @le8’measurements). The three levels of the fairevhierarchy under ASC 820 are described
below:

Level 1 — Inputs are quoted prices (unadjusteaytive markets for identical assets or liabilitieat the reporting entity has the ability to
access at the measurement date.

Level 2 — Valuations based on quoted prices in etarthat are not active or for which all significarputs are observable, either directly
or indirectly.

Level 3 — Prices or valuations that require ingh&g are both significant to the fair value measwst and unobservable.

To the extent that valuation is based on modeisprts that are less observable or unobservalileeimarket, the determination of fair value
requires more judgment. Accordingly, the degrepidment exercised by the Company in determinimrgviglue is greatest for instruments
categorized in Level 3. A financial instrumentével within the fair value hierarchy is basedtlom lowest level of any input that is significao
the fair value measurement.

Valuation technique — There have been no changes in the valuatibmitaees used during the current period.

Cash and cash equivalentsThe fair value of cash, due from banks, intebestring deposits and Federal Home Loan Bank (“FHIds&rnigh
deposits approximates their relative book valusghase financial instruments have short maturities

Available-for-sale securities- Where quoted prices are available in an activiketasecurities are classified within Level 1 lo€ tvaluation
hierarchy. Examples of such instruments includdiplystraded common and preferred stocks. If quqtedes are not available, then fair
values are estimated by using pricing modéls.( matrix pricing) and market interest rates andlitr@ssumptions or quoted prices of secur
with similar characteristics and are classifiechivitLevel 2 of the valuation hierarchy. Exampleso€h instruments include government
agency and government sponsored agency mortgagecbaecurities, as well as certain preferred amst preferred stocks. Level 3 securities
are securities for which significant unobservahblauits are utilized.

FHLB and Federal Reserve stc— The carrying value of FHLB stock and Federal Resstock approximates fair value based on redempti
provisions of the FHLB and the Federal Reserve.

Loans— Fair values are estimated for portfolios of loarithwimilar financial characteristics. The fair walof performing loans is calculated
discounting scheduled cash flows through the eséichanaturity using estimated market discount rdtasreflect the credit and interest rate
risk inherent in the loan. The estimates of majuaie based on the Company’s historical experignitterepayments for each loan
classification, modified, as required, by an esterf the effect of current economic conditionsdieg conditions and the effects of estimated
prepayments.

Valuations of impaired loans are determined byeeimg collateral values or through discounted dash analyses using a rate commensurate
with the risk associated with the estimated casivgl Assumptions regarding credit risk, cash fland discount rates are developed using
available market information and historical infotina. Certain inputs used in appraisals and cash #nalyses are not always observable, and
therefore impaired loans may be categorized asll3wéthin the fair value hierarchy. When inputsdsare primarily observable, they are
classified as Level 2.

Loans held for sal— The fair value of loans held-for-sale is estirddtased on bid quotations received from loan dgaler

Interest receivabl— The fair value of this financial instrument apprroxsites the book value as this financial instrumeastdshort maturity. It
the Companys policy to stop accruing interest on loans pastlojumore than ninety days. Therefore, this financistrument has been adjus
for estimated credit loss.
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Repossessed collater The fair values of other real estate owned ahdraepossessed collateral are estimated basedappoaised values
less estimated costs to sell. Certain inputs usegpraisals are not always observable, and thereépossessed collateral may be categorized
as Level 3 within the fair value hierarchy. Wheputs used in appraisals are primarily observahksy are classified as Level 2.

Derivative financial instrument- The valuation of the Company’s interest rate saad caps are determined using widely acceptetiah
techniques including discounted cash flow analysethe expected cash flows of derivatives. Thesdyaas reflect the contractual terms of the
derivatives, including the period to maturity, argk observable market-based inputs, includingésteate curves and implied volatilities.
Unobservable inputs, such as credit valuation &aiests are insignificant to the overall valuatidritee Company'’s derivative financial
instruments. Accordingly, the Company has deterthihat its interest rate derivatives fall withinved 2 of the fair value hierarchy.

The fair value of derivative loan commitments aadvard loan sale agreements are estimated usingnti@pated market price based on
pricing indications provided from syndicate barksese commitments and agreements are categorizez/ak2. The fair value of such
instruments was nominal at each date presented.

Deposits— The fair value of deposits with no stated mayustich as noninterest-bearing demand depositeigggWNOW accounts and money
market accounts, is equal to the amount payabtieamand. The fair values of time deposits are basdtie discounted value of contractual
cash flows. The discount rate is estimated usiegalkes currently offered for deposits of simikmaining maturities. The fair value estimates
do not include the benefit that results from the-tost funding provided by the deposit liabilitesmpared to the cost of borrowing funds in
the market. If that value were considered, thevfaiue of the Company’s net assets could increase.

Borrowings— The fair value of the Company’s borrowings witke FHLB is estimated by discounting the cash fltlwsugh maturity or the
next repricing date based on current rates availebthe Company for borrowings with similar maties. The fair value of the Company’s
short-term borrowings, capital lease obligationsictured repurchase agreements and other borrevisngstimated by discounting the cash
flows through maturity based on current rates atéél to the Company for borrowings with similar orétes.

Off-Balance Sheet Credit-Related Instrumenisir values for off-balance-sheet, credit-relaiedricial instruments are based on fees currently
charged to enter into similar agreements, takitg &ccount the remaining terms of the agreememtstecounterparties’ credit standing. The
fair value of such instruments was nominal at edatie presented.

Assets and liabilities measured at fair value oecarrring basis are summarized below.

March 31, 201:
Total Level 1 Level 2 Level &
(Dollars in thousands

Assets
Securities availab-for-sale
Debt securities issued by U.S. Government sponsamtatprise: $45,87 $ O $45,87! $ 0
Mortgage-backed securities issued by government age! 90,85¢ 0 90,85¢ 0
Other asset- interest rate car 4 0 4 0
Liabilities
Other liabilities— interest rate swa $ b59¢ $ O $ 598 $ 0
June 30, 201
Total Level 1 Level 2 Level &
(Dollars in thousands
Assets
Securities availab-for-sale
Debt securities issued by U.S. Government sponsamtatprise: $48,731 $ 0 $48,731 $ 0
Mortgage-backed securities issued by government age! 99,55¢ 0 99,55¢ 0
Equity securitie: 21€ 21€ 0 0
Trust preferred securitie 451 451 0 0
Other asset- interest rate car 46 0 46 0
Liabilities
Other liabilities— interest rate swa $ 50z $ 0 $ 0 $ 503
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Assets measured at fair value on a nonrecurring bas summarized below.

Impaired loan:
Repossessed collate

Impaired loan:
Repossessed collate
Premises

March 31, 201:
Total Level 1 Level 2 Level 3
(Dollars in thousands

$1,191 $ O $ O $1,191

91t 0 0 91t
June 30, 201
Total Level 1 Level 2 Level 3

(Dollars in thousands
$1,42¢ $ O $ O $1,42¢
69C 0 0 69C
361 0 0 361

The following table presents the estimated faiugadf the Company’s financial instruments.

Financial asset:

Cash and cash equivalel
Available-for-sale securitie
Regulatory stocl

Loans held for sal
Loans, ne

Accrued interest receivab
Interest rate caf

Financial liabilities:

Deposits

FHLB advance:

Structured repurchase agreeme
Other borrowings

Shor-term borrowings

Capital lease obligatio
Subordinated debentur

Interest rate sway

Financial asset:

Cash and cash equivalel
Available-for-sale securitie
Regulatory stocl

Loans held for sal
Loans, ne

Accrued interest receivab
Interest rate caf

Financial liabilities:

Deposits

FHLB advance:

Structured repurchase agreeme
Other borrowing:

Shor-term borrowings

Capital lease obligatio
Subordinated debentur

Interest rate sway

Carrying Fair Value Measurements at March 31, 2
Amount Total Level 1 Level 2 Level 3
(Dollars in thousands
$ 64,88( $ 64,88( $64,88( $ 0 $ 0
136,73( 136,73( 0 136,73( 0
5,47: 5,47: 0 5,47: 0
6,354 6,364 0 6,364 0
345,02¢ 360,33¢ 0 0 360,33¢
1,65¢ 1,65¢ 0 1,65¢ 0
4 4 0 4 0
403,73t 408,83: 0 0 408,83«
43,56 45,79¢ 0 45,79¢ 0
66,63¢ 67,85¢ 0 67,85¢ 0
0 0 0 0 0
1,83¢ 1,83¢ 0 1,83¢ 0
1,95¢ 2,23¢ 0 2,23¢ 0
8,06¢ 8,60z 0 0 8,60z
598 59: 0 59: 0
Carrying Fair Value Measurements at June 30, 2
Amount Total Level 1 Level 2 Level 3
(Dollars in thousands

$ 83,93 $ 83,93 $83,93: $ 0 $ 0
148,96: 148,96:. 0 148,96:. 0
5,76( 5,76( 0 5,76( 0
5,17¢ 5,20¢ 0 5,20¢ 0
309,47¢ 316,36: 0 0 316,36:
1,24¢ 1,244 0 1,244 0
46 46 0 46 0
401,11¢ 403,48: 0 0 403,48:
43,92 45,46¢ 0 45,46¢ 0
68,00¢ 69,36¢ 0 69,36¢ 0
2,22¢ 2,28( 0 2,28( 0
2,51¢ 2,51¢ 0 2,51¢ 0
2,07t 2,30¢ 0 2,30¢ 0
7,957 7,97¢ 0 0 7,97¢
508 50:< 0 0 508



9. Derivatives and Hedging Activities

The Company has stand alone derivative financ&tuments in the form of interest rate caps thevddheir value from a fee paid and are
adjusted to fair value based on index and strike, end a swap agreement that derives its value fine underlying interest rate. These
transactions involve both credit and market rigke iotional amounts are amounts on which calculafipayments and the value of the
derivative are based. Notional amounts do not sgpriedirect credit exposures. Direct credit expessitimited to the net difference between
the calculated amounts to be received and pa#hyif Such differences, which represent the famealf the derivative instruments, are
reflected on the Company’s balance sheet as demvassets and derivative liabilities.

The Company is exposed to credit-related lossésirevent of nonperformance by the counterpanti¢sdse agreements. The Company
controls the credit risk of its financial contratitsough credit approvals, limits and monitoringgedures, and does not expect any
counterparties to fail their obligations. The Compaeals only with primary dealers.
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Derivative instruments are generally negotiated-dlre-counter contracts. Negotiated over-the-cauthéeivative contracts are generally
entered into between two counterparties that natgosipecific agreement terms, including the undeglinstrument, amount, exercise prices
and maturity.

Risk Management Polici— Hedging Instruments

The Company evaluates the effectiveness of entartngany derivative instrument agreement by meaguhe cost of such an agreement in
relation to the reduction in net income volatiltythin an assumed range of interest rates.

Interest Rate Risk Managem« Cash Flow Hedging Instruments

The Company uses long-term variable rate debtsasiece of funds for use in the Company’s lending iamestment activities and other
general business purposes. These debt obligatippose the Company to variability in interest payteatue to changes in interest rates. If
interest rates increase, interest expense incre@sesersely, if interest rates decrease, intengsénse decreases. Management believes it is
prudent to limit the variability of a portion okiinterest payments and, therefore, generally feedgmrtion of its variable-rate interest
payments. To meet this objective, management ehtete interest rate caps whereby the Company veseiariable interest payments above a
specified interest rate and swap agreements wheheb§ompany receives variable interest rate paysrard makes fixed interest rate
payments during the contract period.

The Company holds two interest rate caps whichrexgn September 30, 2014. The swap agreement eofod the Company to receive
payments at a variable rate determined by a spdaifidex (three month LIBOR) in exchange for makpagments at a fixed rate.

Information pertaining to outstanding interest rea@s and swap agreements used to hedge varisbldetat is as follows.

March 31, 201:

Interest Interest
Rate Cap Rate Swa
(Dollars in thousands
Notional amoun $ 6,00( $10,00(
Weighted average pay re 4.6%
Weighted average receive ri 2.1%%
Strike rate based on three month LIB! 2.51%
Weighted average maturity in ye: 2.5C 2.92
Unrealized los! $ 72 $ 30¢
June 30, 201
Interest Interest
Rate Cap Rate Swa
(Dollars in thousands
Notional amoun $ 6,00( $10,00(
Weighted average pay re 4.6%
Weighted average receive ri 2.22%
Strike rate based on three month LIB! 2.51%
Weighted average maturity in ye: 3.2t 3.67
Unrealized los! $ 45 $ 137
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During the three and nine months ended March 312 200 interest rate cap or swap agreements wenén@ed prior to maturity. Changes in
the fair value of interest rate caps and swapgydaged as hedging instruments of the variabilitgagh flows associated with long-term debt
are reported in other comprehensive income. Thesriats subsequently are reclassified into intexegénse as a yield adjustment in the same
period in which the related interest on the longrtelebt affects earnings. Risk management resuithé three and nine months ended

March 31, 2012 related to the balance sheet heddilang-term debt indicates that the hedges w4 effective and that there was no
component of the derivative instruments’ gain aslavhich was excluded from the assessment of heffiertiveness. No amounts were
reclassified to interest expense during the Fi20aP or 2011 periods presented as a result of heéffectiveness.

The following sets forth the fair values and looatdf derivatives designated as hedging instruments

March 31, 201:
(Dollars in thousands

Asset Derivative: Balance Sheet Locatit Fair Value
Interest rate cay Other asset $ 4
Liability Derivatives Balance Sheet Locatit Fair Value
Interest rate swap Other liabilities $ 59z
June 30, 201
(Dollars in thousands
Asset Derivative: Balance Sheet Locati Fair Value
Interest rate caf Other asset $ 46
Liability Derivatives Balance Sheet Locati Fair Value
Interest rate swap Other liabilities $ 508

Derivative contracts involve the risk of dealinghwilerivative counterparties and their ability teehcontractual terms. Institutional
counterparties must have an investment grade aaiig and be approved by the Company’s Boardigdiors. The Company'’s credit
exposure on interest rate swaps is limited to ttepositive fair value and accrued interest obalaps with each counterparty.

The Company currently holds derivative instrumehg contain credit-risk related contingent feasutteat are in a net liability position, which
require the Company to assign collateral. Colldtemguired to be maintained at dealer banks byOtwapany is monitored and adjusted as
necessary. At March 31, 2012, the Company had todaling $800 thousand in a margin account withdealer bank associated with its
interest rate swap.
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10. Other Comprehensive Income (Loss

The components of other comprehensive income (kresas follows:

Successor Compar

Three Months Ended March 31, 2C

Nine Months Ended March 31, 20

Pre-tax Tax Expens After-tax Pre-tax Tax Expens After-tax
Amount (Benefit) Amount Amount (Benefit) Amount
(Dollars in thousands (Dollars in thousands

Unrealized holding (losses) gains on avail-for-sale securitie $ 687) $ (233 $(459 $ 677 $ 23C $ 447
Less: Realized gains on availe-for-sale securitie 731 24¢ 482 1,112 37¢ 734
Unrealized losses on availa-for-sale securities, n (1,419 (482) (93€) (43%) (14¢) (287)
Unrealized losses on cash flow hed (7) (2) (5) (194) (66) (12§)
Total other comprehensive lo $(1,425 $ (484 $(941) $(629 $ (2149 $ (415

Three Months Ended March 31, 2C

93 Days Ended March 31, 20

Pre-tax Tax Expens After-tax Pretax Tax Expens After-tax
Amount (Benefit) Amount Amouni (Benefit) Amount
(Dollars in thousands (Dollars in thousands
Unrealized holding losses on availe-for-sale securitie $ (288 $ @97 $(19) $ 3 % 0o $ M
Less: Realized gains on availe-for-sale securitie 47 16 31 47 16 31
Unrealized losses on availa-for-sale securities, n (335 (113 (222 (50) (16) (34)
Unrealized gains on cash flow hedq 10C 34 66 10C 34 66
Total other comprehensive income (lo $ (235) $ (799 $ 156 $ 50 % 18 $ 32
Predecessor Compa 181 Days Ended December 28, 2(
Tax Expens
Pre-tax After-tax
Amount (Benefit) Amount
(Dollars in thousands
Unrealized holding losses on availe-for-sale securitie $(2,80¢€) $ (959 $(1,852)
Less: Realized gains on availe-for-sale securitie 17 6 11
Unrealized losses on availa-for-sale securities, n (2,827) (960) (1,869
Unrealized losses on cash flow hed (16) (6) (10
Total other comprehensive lo $(2,839) $  (966) $(1,879)
Accumulated other comprehensive loss is compri$éldecfollowing components:
March 31, 201 June 30, 201
(Dollars in thousands
Unrealized loss on availal-for-sale securitie $ (596) $ (16)
Tax effect 20z 55
Net-of-tax amoun (3949 (20€)
Unrealized loss on cash flow hedc (375 (182)
Tax effect 12¢ 62
Net-of-tax amoun (247 (120
Accumulated other comprehensive I $ (647) $ (226

11. Troubled Asset Relief Capital Purchase Progran

On December 12, 2008, in connection with the Comisgparticipation in the federal government’'s TARBpital Purchase Program, the
Company issued 4,227 shares of Fixed Rate CumalRgrpetual Preferred Stock, Series A, liquidapiaierence $1,000 per share (tisefties
A Preferred Stock”), and a warrant to purchase % ghares of the Company’s common stock (the “TAR#Rrant”) to the Treasury for
aggregate proceeds of $4.2 million.

28



Table of Contents

The Series A Preferred Stock qualifies as Tierditahand pays cumulative dividends at a rate offboannum until February 14, 2014.
Thereafter, the dividend rate will increase to 986 annum. On and after February 15, 2012, the Coynpry, at its option, redeem shares of
Series A Preferred Stock, in whole or in part,rgt ime and from time to time, for cash at a perrstamount equal to the sum of the liquide
preference per share plus any accrued and unpadkedds. The Series A Preferred Stock may be reddem whole or in part, at any time and
from time to time, at the option of the Companyhjeat to consultation with the Company’s primargldeal banking regulator, provided that
any partial redemption must be for at least 25%efissue price of the Series A Preferred Stocl. #edemption of a share of Series A
Preferred Stock would be at one hundred perce@@®f its issue price, plus any accrued and ungwidends and the Series A Preferred
Stock may be redeemed without regard to whethe€tmpany has replaced such funds from any othecepar to any waiting period.

The TARP Warrant is exercisable at $9.33 per sheaay time on or before December 12, 2018. Thebrurof shares of the Company’s
common stock issuable upon exercise of the TARPradaiand the exercise price per share will be aeljui$ specific events occur. Treasury
has agreed not to exercise voting power with redgpeany shares of common stock issued upon exeofithe TARP Warrant. Neither the
Series A Preferred Stock nor the TARP Warrant beéllsubject to any contractual restrictions on fiemexcept that the Treasury may not
transfer a portion of the Warrant with respectogxercise the TARP Warrant for, more than oné-¢fahe shares of common stock
underlying the TARP Warrant prior to the date oriclthe Company has received aggregate gross peadaot less than $4.2 million from
one or more qualified equity offerings.

12. Recent Accounting Pronouncement

In April 2011, the Financial Accounting StandardsaBd (“FASB”) issued Accounting Standards UpdaeSt”) No. 2011-02Receivables
(Topic 310): A Creditors Determination of WhetheRastructuring is a Troubled Debt Restructuriiiyis update provides guidance and
clarification to help creditors in determining whet a creditor has granted a concession and whatthebtor is experiencing financial
difficulties for purposes of determining whethereatructuring constitutes a troubled debt restmirogu The amendments in this update are
effective for the first interim or annual perioddgi@ning on or after June 15, 2011 and should béiebpetrospectively to the beginning of the
annual period of adoption. The adoption of thigdguaice did not result in the identification of newtypaired loans for which impairment was
previously measured under ASC 48ntingencies

In April 2011, the FASB issued ASU No. 2011-03ansfers and Servicing (Topic 860): ReconsideratibEffective Control for Repurchase
AgreementsThe main provisions in this amendment remove froenassessment of effective control (1) the criterequiring the transferor to
have the ability to repurchase or redeem the filmassets on substantially the agreed terms, ievélre event of default by the transferee, and
(2) the collateral maintenance implementation guddarelated to that criterion. Eliminating the sfaror’s ability criterion and related
implementation guidance from an entgydssessment of effective control should improeeatttounting for repos and other similar transast
The guidance in this update is effective for thstfinterim or annual period beginning on or afdecember 15, 2011 and should be applied
prospectively to transactions or modifications xis&ng transactions that occur on or after theeffe date. Early adoption is not permitted.
The adoption of this guidance did not have a maltéripact on the consolidated financial statements.

In May 2011, the FASB issued ASU No. 2011-B4jr Value Measurement (Topic 820): Amendmentsctieve Common Fair Value
Measurement and Disclosure Requirements in U.S.FG#A IFRSsThe amendments in this update are a result of tirk by the FASB and
the International Accounting Standards Board toetlgy common requirements for measuring fair vahe far disclosing information about
fair value measurements in accordance with GAAPIatatnational Financial Reporting Standards (“IFR$he amendments change the
wording used to describe many of the requirements.5. GAAP for measuring fair value and for disthg information about fair value
measurements. For many of the requirements, théBFh@s not intend for these amendments to resaltcimange in the application of the
requirements of Topic 820. The amendments are aippked prospectively. The amendments are effeaiwing interim and annual periods
beginning after December 15, 2011. Early applicaisonot permitted. The adoption of this guidanicersbt have a material impact on the
consolidated financial statements.

In June 2011, the FASB issued ASU No. 2011@&mprehensive Income (Topic 220): Presentationash@ehensive Incom@ASU 2011-
05") . The objective of this update is to improve the canapility, consistency, and transparency of finah@porting and to increase the
prominence of items reported in other comprehensieeme. The amendments in this update requireathabn-owner changes in
stockholders’ equity be presented either in aslsiogntinuous statement of comprehensive inconie two separate but consecutive
statements. The amendments are to be applied ptosge. The amendments are effective during imeaind annual periods beginning after
December 15, 2011. Early adoption is permitted. ddeption of this guidance did not have a matémglact on the consolidated financial
statements.

In December 2011, the FASB issued ASU No. 2011Bhlance Sheet (Topic 210): Disclosures about GffggAssets and LiabilitieSASU
2011-11"). The update requires entities to discing@rmation about offsetting and related arrangetef financial instruments and derivative
instruments. The amendments require enhanced siigel® by requiring improved information about fic@hinstruments and derivative
instruments that are either (i) offset in accoraawith current literature or (2) subject to an eoéable master netting arrangement or similar
agreement, irrespective of whether they are offsatcordance with current literature. ASU 2011idl &éffective for fiscal years, and interim
periods within those years, beginning on or aféeruary 1, 2013. The Company does not anticipatetieaadoption of this guidance will hav
material impact on the consolidated financial stegmsts.
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In December 2011, the FASB issued ASU No. 2011€tBprehensive Income (Topic 220): Deferral of tffedtive Date for Amendments to
the Presentation of Reclassifications of Iltems @uWccumulated Other Comprehensive Income in AdouyStandards Update No. 2011-05.
The amendments in this update defer those chang®SW 2011-05 that relate to the presentation dissifications out of accumulated other
comprehensive income on the components of net ircmd other comprehensive income for all periodsqmted. All other requirements in
ASU 2011-05 are not affected by this update. Theradments are effective during interim and annudbgde beginning after December 15,
2011. The Company does not anticipate that thetadopf this guidance will have a material impantthe consolidated financial statements.
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ltem 2. Managemen'’s Discussion and Analysis of Financial Condition ahResults of Operations

The following discussion should be read in conjiorctvith the consolidated financial statementsensand tables included in Northeast
Bancorp’s Annual Report on Form 10-K for the fisgahr ended June 30, 2011, filed with the Secwsréied Exchange Commission.

A Note about Forward Looking Statements

This report contains certain “forward-looking statnts” within the meaning of Section 27A of the @é@&es Act of 1933, as amended and
Section 21E of the Securities Exchange Act of 1834amended, such as statements relating to th@&uois financial condition, prospective
results of operations, future performance or exgigmts, plans, objectives, prospects, loan logsvalhce adequacy, simulation of changes in
interest rates, capital spending and finance ssuere revenue sources. These statements rektedotations concerning matters that are not
historical facts. Accordingly, statements thatlaased on management’s projections, estimates, asisms, and judgments constitute forward-
looking statements. These forward-looking statesiemhich are based on various assumptions (somhich are beyond the Company’s
control), may be identified by reference to a fatperiod or periods, or by the use of forward-logkierminology such as “believe”, “expect”,
“estimate”, “anticipate”, “continue”, “plan”, “appximately”, “intend”, “objective”, “goal”, “project, or other similar terms or variations on
those terms, or the future or conditional verbshsag “will”, “may”, “should”, “could”, and “would”.In addition, the Company may from time
to time make such oral or written “forward-lookistatements” in future filings with the SecuritiegldExchange Commission (including
exhibits thereto), in its reports to shareholdarg] in other communications made by or with the famy’s approval.

Such forward-looking statements reflect the Compmayrrent views and expectations based largelinfmimation currently available to its
management, and on the Company’s current expegsati@sumptions, plans, estimates, judgments, @fecpons about its business and
industry, and they involve inherent risks and utaiaties. Although the Company believes that tHessard-looking statements are based on
reasonable estimates and assumptions, they aguamintees of future performance and are subjdetden and unknown risks, uncertainties,
contingencies, and other factors. Accordingly, @lmenpany cannot give you any assurance that itscéagp@ns will, in fact, occur or that its
estimates or assumptions will be correct. The Campautions you that actual results could diffetenially from those expressed or implied
by such forward-looking statements as a resulmiong other factors, changes in interest ratesealdstate values; competitive pressures
from other financial institutions; the effects ofantinuing deterioration in general economic ctinds on a national basis or in the local
markets in which the Company operates, includirenges which adversely affect borrowers’ abilitéovice and repay the Company’s loans;
changes in loan defaults and chagajfrates; changes in the value of securities ahdraassets, adequacy of loan loss reserves, ositiégvels
necessitating increased borrowing to fund loansiavgstments; increasing government regulationh siscthe Dodd-Frank Wall Street Reform
and Consumer Protection Act of 2010; changes imules of participation for the TARP Capital Pursb@rogram promulgated by the U.S.
Department of the Treasury under the Emergency &@oanStabilization Act of 2008, which may be chathgilaterally and restrictively by
legislative or regulatory actions; establishmena abnsumer financial protection bureau with theabrauthority to implement new consumer
protection regulations; the risk that the Comparay mot be successful in the implementation of itsithess strategy; the risk that intangibles
recorded in the Company’s financial statements ldttome impaired; changes in assumptions usedkinghauch forwardeoking statement:
and the other risks and uncertainties detaileiénGompany’s Annual Report on Form 10-K for thedisyear ended June 30, 2011 and other
filings submitted to the Securities and Exchangen@®dssion. These forward-looking statements speékasof the date of this report and the
Company does not undertake any obligation to upalatevise any of these forward-looking statemémt®flect events or circumstances
occurring after the date of this report or to reffiidne occurrence of unanticipated events.

Financial Statement Presentation

On December 29, 2010, the merger of the CompanyatgiFormation LLC, a Delaware limited liability ogany (“FHB”), was
consummated. As a result of the merger, the surgigbmpany received a capital contribution of $I6ilion (in addition to the approximate
$13.1 million in cash consideration paid to forrebareholders), and the former members of FHB dblely acquired approximately 60% of
the Company’s outstanding common stock. The Compasyapplied the acquisition method of accountsgiescribed in ASC 80Business
Combinationg“ASC 805”) to the merger, which represents an &itjon by FHB of Northeast (the “Predecessor Conya with Northeast &
the surviving company (the “Successor Company”thiapplication of ASC 805 to this transactiom, tbllowing was considered:

Identify the Accounting Acquire FHB was identified as the accounting acquirerBFhich was incorporated on March 9, 2009, acguae
controlling financial interest of approximately 6@%fthe Successor Company’s total outstanding gadimd hon-voting common stock in
exchange for contributed capital and cash condidera

In the evaluation and identification of FHB as #ueounting acquirer, it was concluded that FHB sasbstantive entity involved in significi
pre-merger activities, including the following: saig capital; incurring debt; incurring operatingpenses; leasing office space; hiring staff to
develop the surviving company’s business planjmitg professional services firms; and identifyegguisition targets and negotiating
potential transactions, including the merger.
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Determine the Acquisition Da: December 29, 2010, the closing date of the mewgas the date that FHB gained control of the comedbi
entity.

Recognize assets acquired and liabilities assu: Because neither the Predecessor Company (théredgqompany) nor FHB (the accounting
acquirer) exist as separate entities after the emeegnew basis of accounting at fair value forSnecessor Comparg/assets and liabilities w
established in the consolidated financial statemeXitthe acquisition date, the Successor Compaoygnized the identifiable assets acquired
and the liabilities assumed based on their thervidues in accordance with ASC Topic 82@jr Value MeasuremerftASC 820") . The
Successor Company recognized a bargain purchasegdie difference between the total purchase arid the net assets acquired.

As a result of application of the acquisition mettod accounting to the Successor Company’s balaheet, the Successor Companfyhancial
statements from the periods prior to the transadte are not directly comparable to the finarstalements for periods subsequent to the
transaction date. To make this distinction, the @any has labeled balances and results of operatitmsto the transaction date as
“Predecessor Company” and balances and resuligevations for periods subsequent to the transadada as “Successor Company.” The lack
of comparability arises from the assets and liabslihaving new accounting bases as a result ofdewy them at their fair values as of the
transaction date rather than at historical cosisba® denote this lack of comparability, a healack line has been placed between the
Successor Company and Predecessor Company colartires Consolidated Financial Statements and itables in the Notes to the Unaudi
Consolidated Financial Statements and the discu$scein.

As a result of the sale of the Company’s insuragency business in the first quarter of Fiscal 28i@ discontinuation of further significant
business activities in the insurance agency segritenCompany has classified the results of itararsce agency division as discontinued
operations in the Company’s consolidated finarstialements and discussion herein.

Critical Accounting Policies

Critical accounting policies are those that invadignificant judgments and assessments by manadearehwhich could potentially result in
materially different results under different asstions and conditions. Northeast considers the falig to be its critical accounting policies:

Allowance for Loan Losses

The allowance for loan losses is established ae#oare estimated to have occurred through a ovier loan losses charged to earnings.
Loan losses are charged against the allowance ma@agement believes the uncollectibility of a Ibatance is confirmed. Subsequent
recoveries, if any, are credited to the allowance.

The allowance for loan losses is evaluated peralgibased upon management'’s review of availalftarination, including, but not limited to,
the quality of the loan portfolio, certain econornanditions, the value of the underlying collatexatl the level of nonperforming and criticized
loans. Management relies on its loan quality regietg experience and evaluation of economic canrdit among other factors, in determining
the amount of provision required for the allowafmeloan losses. Determining the allowance for lt@ses inherently involves a high degree
of subjectivity and requires the Company to makaificant estimates of current credit risks andifattrends, all of which may undergo
material changes.

The general component of the allowance for loasdess based on historical loss experience adjdstepialitative factors stratified by the
following loan segments: residential real estatel(iding home equity loans), commercial real estaaenmercial business, and consumer.
Management uses a rolling average of historicaldedased on a time frame appropriate to captleeard loss data for each loan segment.
This historical loss factor is adjusted for thddaling qualitative factors: levels/trends in delimpcies and substandard loans; trends in vol
and terms of loans; effects of changes in riskcsigle and underwriting standards and other chaimglending policies, procedures and
practices; experience/ability/depth of lending nmgaraent and staff; and national and regional econdrands and conditions. For a further
discussion of the allowance for loan losses, pleafe to “Asset Quality” below.

The allocated component of the allowance for l@msés relates to loans that are classified as igghdimpairment is measured on a loan-by-
loan basis for commercial business and commere#lastate loans by either the present value cfagd future cash flows discounted at the
loan’s effective interest rate or the fair valuelwé collateral if the loan is collateral dependéumt allowance is established when the discounted
cash flows (or collateral value) of the impairedrids lower that the carrying value of that loaarde groups of smaller balance homogeneous
loans are collectively evaluated for impairmentcéwlingly, the Company generally does not spedifigdentify or measure individual
consumer and residential real estate loans foriimgat or disclosure, unless such loans are indaligt significant or subject to a troubled

debt restructuring agreement.

For all segments except the purchased loan segm&dn is considered impaired when, based on ruiméormation and events, it is probable
that the Company will be unable to collect the sicihed payments of principal or interest when dumeding to the contractual terms of the
loan agreement. Loans that experience insignifipagtnent delays and payment shortfalls generadlynat classified as
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impaired. Management determines the significanqeagfent delays and payment shortfalls on a casmbg basis, taking into consideration
all of the circumstances surrounding the loan &edoorrower, including the length of the delay, tbasons for the delay, the borrower’s prior
payment record, and the amount of the shortfaiélation to the principal and interest owed. Far plirchased loan segment, a loan is
considered impaired when, based on current infaomatnd events, it is probable that the Companybeilunable to realize cash flows as
estimated at acquisition. Loan impairment of pusathloans is measured based on the decrease ictexpash flows from those estimated at
acquisition, excluding changes due to interestiratiees, discounted at the loan’s original effeetiate. Factors considered by management in
determining impairment include payment status,atetal value, and the probability of the collectsuipeduled principal and interest payments
when due.

Purchased Loans

The Company considers its accounting policy rel&golirchased loans significant. There is inheuercertainty in the process of estimating
amount and timing of expected cash flows from pasell loans because these estimates depend ors fagtside of the Company’s control,
such as borrower behavior or external economicitiond, and therefore requires the Company’s mamage to exercise judgment with
respect to the amount and timing of cash flowsthEoextent that expected cash flows are overestom#te Company may recognize
provisions for loan losses in future periods. Ipegted cash flows are underestimated, interestrira@cognized in current periods may have
been understated, while interest income in futemogs may be recorded at a higher rate.

Loans purchased by the Company are accounted fmrASC 310-30Receivables — Loans and Debt Securities Acquiréd Deteriorated
Credit Quality(*ASC 310-30"). The Company has elected to accdamnall purchased loans under ASC 310-30, includirgse with

insignificant or no credit deterioration. At acqtia, the effective interest rate is determineddzhon the discount rate that equates the presen
value of the Company’s estimate of cash flows whth purchase price of the loan. Prepayments arassoimed in determining a purchased
loan’s effective interest rate and income accretion

The application of ASC 310-30 limits the yield tmaay be accreted on the purchased loan, “the atdeeyield,” to the excess of the
Company’s estimate, at acquisition, of the expeatetiscounted principal, interest, and other c&shd over the Company’s initial investment
in the loan. The excess of contractually requiraghpents receivable over the cash flows expectée wollected on the loan represents the
purchased loan’s “nonaccretable difference.” Subsegimprovements in expected cash flows of loaitis monaccretable differences result in
a prospective increase to the loan’s effectivedyietough a reclassification of some, or all, & ttonaccretable difference to accretable yield.
The effect of subsequent declines in expected ftasis of purchased loans are recorded through eifépallocation in the allowance for loan
losses.

Purchased credit impaired (“PCI”) loans are definedhose loans acquired with specific evidenagetérioration of credit quality since
origination and for which it is probable, at acqting, that the purchaser will be unable to collaktcontractually required payments receiva
The Company does not characterize purchased lo#imsi@vor insignificant credit impairment as PCals.

Business Combination Accounting

The application of the acquisition method of acdognfor a business combination, in accordance WHBC 805 Business Combinations
requires the use of significant estimates and agsans in the determination of the fair value ofets acquired and liabilities assumed in order
to properly allocate purchase price considerafidie Company considers accounting policies relaidtdse fair value measurements to be
critical because they are important to the portrafghe Company’s financial condition and res@itdhsequent to the Merger, and they require
subjective and complex judgment as a result ohthexl to make estimates about the effects of maltatare inherently uncertain. The
Company’s estimates of the fair values of assaddiabilities acquired are based upon assumptietisved to be reasonable, and when
appropriate, include assistance from independémt-garty appraisal firms.

Loans acquired were recorded at fair value in ataroece with the fair value methodology prescribeASC 820. The fair value estimates
associated with acquired loans include estimatasegtto expected prepayments and the amount iamiragtiof undiscounted expected princiy
interest and other cash flows. The fair value adjests recorded at December 29, 2010 in conneutfittnloans acquired through the Merger
follows:

Fair Value
Predecessor Compe Adjustment, ne Successor Compa

(Dollars in thousands
Mortgage loans

Residentia $ 99,88¢ $ (37) $ 99,85!
Commercial 118,60: (2,549 117,05:
Constructior 9,311 (18¢) 9,12:
Home equity 52,30¢ (500 51,80¢
280,10¢ (2,279 277,83¢

Other loans
Commercial busines 27,52¢ (1,815 25,71«
Consume 59,647 (1,459 58,19:
Total $ 367,28! $ (5549 $ 361,74:
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Loans acquired by the Company through the mergertaive experienced a deterioration in credit tyu&ldm origination for which it is
probable that the acquirer will be unable to calEtcontractually required payments receivalieluding both principal and interest, are
accounted for under ASC 310-30. In the assessni@nedit quality deterioration, the Company muskenaumerous assumptions,
interpretations and judgments using internal airdparty credit quality information to determinédn@ther it is probable that the Company will
be able to collect all contractually required paptse This is a point in time assessment and inlilgreabjective due to the nature of the
available information and judgment involved. Thédwing table presents a summary of loans acquinenligh the merger with specific
evidence of credit deterioration.

Residential Real Est¢ Commercial Real Estate
and Consume and Commercial Busine Total
(Dollars in thousands

Contractually required paymer

receivable $ 3,671 $ 6,06¢ $9,74:
Nonaccretable differenc (939 (2,410 (3,349
Cash flows expected to be collec 2,73¢ 3,65¢€ 6,39¢
Accretable yielc (1,209 (48€) (1,690
Fair value of PCI loans acquir: $ 1,53¢ $ 3,17( $4,70¢

This discussion has highlighted those accountifigips that management considers to be criticalyéheer, all accounting policies are
important, and therefore the reader is encourageeview each of the policies included in the Comypa&annual consolidated financial
statements on Form 10-K.

Description of Operations and Business Strategy

Northeast Bancorp is the holding company for Nagtéank, a Mair-chartered bank organized in 1872 and headquariersglviston,
Maine. The Company is focused on gathering retgplodits through its Community Banking Division’shking offices in Maine and through
its online affinity deposit program, ableBankingiginating loans through its Community Banking Biwin; and purchasing performing
commercial real estate loans at a discount thraggtoan Acquisition and Servicing Group. The Compaperates its Community Banking
Division, with ten full-service branches, four itment centers and three loan production officesn the Company’s headquarters in
Lewiston, Maine. The Company operates ableBankinththe Loan Acquisition and Servicing Group (“LASGrom its offices in Boston,
Massachusetts.

At March 31, 2012, the Company had total asse$566.0 million; total loans, including loans hetit Bale, of $352.1 million; total deposits of
$403.7 million and total stockholders’ equity of4$8 million. The Company’s deposits consist prinyaof demand, NOW, money market and
savings accounts and certificates of deposit watlarices of less than $250 thousand. The Comparnigisated loans are primarily secured
residential and commercial real estate loans, aoeslpans, commercial business loans and, to a tesskr extent, construction loans. The
Company’s purchased loans are primarily perforntimgmercial real estate loans

The Company launched the pilot of its online affimdeposit program in the third quarter of Fiscal2. Operating as ableBanking, a divisio
Northeast Bank, the affinity deposit program iseiisgs platform designed to give customers thatalid generate payments to benefit
non-profit organization of their choice. The Compamticipates making ableBanking available to thblig at large in the fourth quarter of
Fiscal 2012.

Recent Histon

On December 29, 2010, the Company completed a mestfeFHB. As a result of the merger, the Compasgeived a capital contribution of
$16.2 million (in addition to the approximately $13nillion in cash consideration paid to formerr&helders), and the former members of
FHB acquired shares of the Company’s voting andvwaiimg common stock. In connection with the trastigm, as part of the regulatory
approval process, the Company made certain commitne the Federal Reserve and the Maine Bure&inahcial Institutions, the most
significant of which are (i) to maintain a Tierelverage ratio of at least 10%, (ii) to maintaimialtrisk-based capital ratio of at least 15%,
(i) to limit purchased loans to 40% of total I@rfiv) to fund 100% of the Company’s loans witieedeposits (defined as non-maturity
deposits and non-brokered insured time deposits) (@ to hold commercial real estate loans (inclgdbwner-occupied commercial real
estate) to within 300% of total risk-based capitdle Company is currently in compliance with itsneonitments to the Federal Reserve and the
Maine Bureau of Financial Institutions. At March, 2012, the Company had $396.4 million in core déppand capacity to hold a total of
$212.1 million in commercial real estate loans. Twenpany is currently in compliance with all commméints to the Federal Reserve and the
Maine Bureau of Financial Institutions.

On August 31, 2011, the customer lists and ced#inr assets of the Compasyhsurance agency subsidiary, Northeast Bank &mser Groug
Inc. (“NBIG”) were sold in two transactions to twaine-based insurance agencies. NBIG’s insuranea@goffice in Berwick was sold to a
former senior manager of NBIG and will operate urtie name Spence & Matthews. The agency offic&oimthern, Western and Central
Maine were sold to the Varney Agency, Inc. of Banglaine. The aggregate sale price of these asset$@.8 million, which after expenses
and taxes had the effect of increasing the Comsaayigible equity by approximately $8.4 million,&2.40 per share. Principally as a result of
this transaction, the Company’s tangible book vaheeeased to $15.94 per share at March 31, 2@i2 $13.58 per share at June 30, 2011.
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Overview

Net income for the three and nine months ended Mat¢ 2012 was $168 thousand and $1.1 million,eethgely. Net income available
common shareholders for the three and nine momithsceMarch 31, 2012 was $70 thousand, or $0.08ipeged share, and $821 thousand, or
$0.23 per diluted share, respectively. The Compangt income for the three and nine months endediMz2i, 2012 included net income from
discontinued operations of $14 thousand, or $0edGljuted share, and $1.1 million, or $0.32 péutdd share, respectively.

The Company’s net interest margin was 3.44% an@98.®r the three and nine months ended March 312 2@spectively. Increased
noninterest income, resulting from gains on avééldbr-sale securities and gains on the sales dfglim loans, was partially offset by
increased noninterest expenses such as salariggafedsional fees, related to implementation ef@mpany’s business strategy.

Including the results of discontinued operatiohs, rieturn on average equity was 1.03% and 2.26%hfee and nine months ended March 31,
2012, respectively. Including the results of digomred operations, the return on average asset®W4% and 0.25% for three and nine mo
ended March 31, 2012, respectively.

Financial Condition
Overview

Total assets decreased by $1.4 million or 0.2%685% million at March 31, 2012, compared to tasdets of $596.4 million on June 30, 2(
The principal components of the change in the lz&amheet during the nine months ended March 31, @@te:

1. A $31.3 million, or 13.4%, decrease in cash an@stwents, principally as a result of growth in dnring the period. At quart
end, the Company continues to maintain a levebddrice sheet liquidity that is intended in partffdure purchases of commercial
loans.

2. Loan growth of $35.9 million or 11.6%, principatiyie to growth of $56.3 million in loans purchasgdhe Compan’'s Loan
Acquisition and Servicing Group, offset in partdoyortization and payoffs from the originated loantfolio of $20.4 million;

3. A $4.6 million, or 3.7%, reduction in borrowed fumdesulting primarily from the $2.1 million repagnt of insurance agency de¢
in connection with the sale of the Comp’s insurance agency division ass

4. A $2.6 million, or 0.7%, increase in depositeeTCompany’s new affinity deposit program, ableBagkrecently launched its pilot
program, and at quarter end had raised $1.1 mitifarew deposits

5.  An $8.4 million, or 63.8%, decrease in intangibdsets, resulting primarily from the sale of insweagency division asse

Assets
Cash, Short-term Investments and Securities

Cash and short-term investments were $64.9 mili®of March 31, 2012, a decrease of $19.0 millwr22.7%, from $83.9 million at June 30,
2011. This decrease is the net of the cash receivale sale of the insurance agency division d® $8illion and $28.9 million spent primarily
for purchased loans.

Available-for-sale securities were $136.7 milliaaf March 31, 2012, a decrease of $12.3 milliar8.8%, due to principal payments on
mortgage-backed securities and security sales, $b48.0 million as of June 30, 2011. At March 3112, all of the Company’s available-for-
sale securities were debt securities issued bgrifbvernment agencies or government-sponsoredpests. Certain government sponsored
enterprise bonds were pledged to the Federal Hoyae Bank (“FHLB”) of Boston as collateral for FHLd&lvances, structured repurchase
agreements, and availability at the FHLB for futbogrowings.
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Loan Portfolio

Total loans, excluding loans held for sale, amotimde$345.8 million as of March 31, 2012, an ineeeaf $35.9 million, or 11.6%, from $30
million as of June 30, 2011. Compared to June B012commercial real estate loans increased $4#liBmmor 39.3%, residential real estate
and home equity loans decreased $5.3 million, @3 commercial business loans decreased $0.1 mithio2.7%, and consumer loans
decreased $4.1 million, or 18.2%. The increaseinroercial real estate loans was driven primarilydans purchased by the Company’s
LASG, offset in part by amortization and payoffghim the originated commercial real estate loarifplio. The decrease in residential real
estate loans was driven principally by continudtheaces and runoff of fixed rate loans, partiaffset by LASG loan purchases of $3.6
million. The following table shows the compositiofithe loan portfolio.

March 31, 201! June 30, 201
Amount Percen Amount Percen
(Dollars in thousands

Originated portfolio

Residential real esta $ 92,557 26.7% $ 95,417 30.7%%
Commercial real esta 110,73: 32.02% 117,12 37.7%
Constructior 1,497 0.4%% 2,01¢ 0.65%
Home equity 44,08: 12.75% 50,06( 16.15%
Commercial busines 21,63¢ 6.2€% 22,22¢ 7.17%
Consume 18,35¢ 5.31% 22,43¢ 7.24%
Total originated portfolic 288,86: 83.5%% 309,27¢ 99.7%
Purchased portfolic

Residential real esta 3,581 1.04% 0 0.0(%
Commercial real esta 53,32¢ 15.42% 637 0.21%
Total purchased portfoli 56,91¢ 16.4¢% 637 0.21%
Total loans 345,77 100.0(% 309,91 100.0(%

Allowance for loan losse 74€ 437

Total loans, ne $345,02¢ $309,47¢

The Company continues to sell most of its origiddteed-rate residential real estate loans to #wsdary market. The principal balance of
residential real estate loans sold during the tAreenine months ended March 31, 2012 totaled $28l®n and $92.7 million, respectively,
resulting in net gains of $634 thousand and $2lliamiduring the three and nine month periods, eesipely.

At March 31, 2012, approximately 60% of total polith loans were variable rate, compared to 61%aé3B0, 2011.

Classification of Assets

Loans are classified as non-performing when 90 gags due, unless a loan is we#leured and in process of collection. Loans lems 80 day
past due, for which collection of principal or irdgst is considered doubtful, also may be desigrasatbn-performing. In both situations,
accrual of interest ceases. The Company typicadlintains such loans as non-performing until theeesve borrowers have demonstrated a
sustained period of payment performance.

Other nonperforming assets include other real estaned (“OREQ”) and other personal property seculoans repossessed by the Company.
The real estate and personal property collateratddmmercial and consumer loans is written dowitstestimated realizable value upon
repossession. Revenues and expenses are recognibecberiod when received or incurred on othat estate and in substance foreclosures.
Gains and losses on disposition are recognizedrimterest income.
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The following table shows the composition of thar@any’s non-performing loans and repossessed emlat the dates indicated. The net
decrease in nonperforming loans was principallyréseilt of the sale of a nonperforming commer@ahl during the second quarter, in addi
to improved performance of several previously nefggening commercial real estate relationships. €hgere no nonperforming loans in the
Company’s purchased loan portfolio at March 31,264 June 30, 2011.

March 31, 201 June 30, 201
(Dollars in thousands

Originated portfolio

Residential real esta $ 3,061 $ 2,19
Commercial real esta 442 3,601
Constructior 0 121
Home equity 25k 20t
Commercial busines 1,10¢ 55¢
Consume 30¢ 527
Total originated portfolic 5,181 7,20¢
Purchased portfolic
Residential real esta 0 0
Commercial real esta 0 0
Total purchased portfoli 0 0
Total nonperforming loar 5,181 7,20¢
Repossessed collate 91E 69C
Total nonperforming asse $ 6,09¢ $ 7,89¢
Ratio of nonperforming loans to total loc 1.5(% 2.3%
Ratio of nonperforming assets to total as 1.02% 1.32%

At March 31, 2012 and June 30, 2011, the Compady$dad 1 thousand and $3.1 million, respectivelypafiperforming loans that were paying
in accordance with their contractual terms. Normmenfng loans are returned to accrual status ifriodeof satisfactory repayment performance
has been met and doubt no longer exists surrouridengltimate collectability of all amounts contizelly due. Generally, the Company
considers six months of regular repayment as satisfy performance.

Loans modified in a troubled debt restructuringl@R") are initially classified as nonperforming Urgtatisfactory repayment performance has
occurred under the loan’s restructured terms. thedin nonperforming loans at March 31, 2012 ame B0, 2011 were loans modified in a
TDR totaling $161 thousand and $859 thousand, otisdy that were paying in accordance with theadified terms. The Company had total
TDRs of $1.1 million and $952 thousand at MarchZ112 and June 30, 2011, respectively.

Commercial real estate, construction, and commidsaisiness loans are periodically evaluated undengoint risk rating system. These
ratings are guidelines in assessing the risk @réiqular loan. The Company had loans totaling $8ilBon and $10.1 million at March 31,
2012 and June 30, 2011, respectively, classifieslbstandard or lower under its risk rating systénis decrease was primarily due to loan
payoffs or improvements in the standing of comnaitcorrowers previously experiencing weaknesselsdrunderlying businesses.

The Company’s ratio of loans 30 days or more pastak a percentage of total loans was 2.06% athvVBirc2012 and 2.41% at June 30, 2011.

Allowance for Loan Loss¢

The Company'’s allowance for loan losses was $7d8shnd as of March 31, 2012, which representsaerase of $311 thousand from $437
thousand as of June 30, 2011. In connection wetatiplication of the acquisition method of accaumfior the merger on December 29, 2010,
the allowance for loan losses was reduced to zéenwhe loan portfolio was marked to its then aurfair value. Since that date, the Comp
has provided for an allowance for loan losses asloans are originated or in the event that cregtosure in the pre-merger loan portfolio
exceeds the exposure estimated when fair values determined.

The allowance for loan losses represents manag&mestimate of credit risk in the loan portfolichi$ evaluation process is subject to
numerous estimates and judgments. The frequendgfatilt, risk ratings, and the loss recovery raaespng other things, are considered in
making this evaluation, as are the size and ditseodiindividual large credits. Changes in thestinggtes could have a direct impact on the
provision and could result in a change in the aloee. The larger the provision for loan lossesgtieater the negative impact on the
Company’s net income. Larger balance, commercigingss and commercial real estate loans repregesiginificant individual credit
exposures are evaluated based upon the borrowatalbfinancial condition, resources, and paynrenbrd, the prospects for support from
any financially responsible guarantors and, if appiate, the realizable value of any collaterale Bliowance for loan losses attributed to these
loans is established through a process that insladémates of historical and projected defauisa@nd loss severities, internal risk ratings and
geographic, industry and other environmental factbfanagement also considers overall portfolio
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indicators, including trends in internally risk-edtloans, classified loans, nonaccrual loans astddical and projected charge-offs and a review
of industry, geographic and portfolio concentrasioincluding current developments. In addition, agement considers the current business
strategy and credit process, including credit liseitting and compliance, credit approvals, loareandting criteria and loan workout
procedures.

Within the allowance for loan losses, amounts pex#ied for larger-balance commercial business@rdmercial real estate loans that have
been individually determined to be impaired. Thesecific reserves consider all available evidenctiting, as appropriate, the present value
of the expected future cash flows discounted atadlr’s contractual effective rate and the faiueadf collateral. Each portfolio of smaller
balance, residential real estate and consumer isardlectively evaluated for impairment. The atimce for loan losses for these loans is
established pursuant to a process that includésricial delinquency and credit loss experienceetogr with analyses that reflect current trends
and conditions. Management also considers ovesatfgdio indicators, including historical creditdses, delinquent, non-performing and
classified loans, trends in volumes, terms of lpansevaluation of overall credit quality and thedit process, including lending policies and
procedures and economic factors. During the ninethsoended March 31, 2012, the Company has nafisayrtly changed its approach in the
determination of the allowance for loan losses.r&fimve been no significant changes in the assongtr estimation techniques as compared
to prior periods in determining the adequacy ofahewance for loan losses.

Loans purchased by the Company are accounted émrkSC 310-30. The Company has elected to acdouatl purchased loans under ASC
310-30, including those with insignificant or no credéterioration. At acquisition, the effective irgst rate is determined based on the disc
rate that equates the present value of the Compasyimate of cash flows with the purchase prigh@foan. This application of ASC 310-30
limits the yield that may be accreted on the puselddoan, or “the accretable yield,” to the exaddhie Company’s estimate, at acquisition, of
the expected undiscounted principal, interest,athdr cash flows over the Compasynitial investment in the loan. The excess oftaotually
required payments receivable over the cash floyeebed to be collected on the loan representsutehased loan’s “nonaccretable
difference.” Subsequent improvements in expectsti aws of loans with nonaccretable differencesiltein a prospective increase to the
loans’ effective yield through a reclassificatidnrsome, or all, of the nonaccretable differencadoretable yield. The effect of subsequent
declines in expected cash flows of purchased laamsecorded through a specific allocation in tfesance for loan losses. For loans
purchased by the LASG subsequent to the Mergene teve been no reductions from the cash flow eséisnmade at the time of loan
acquisition. As a result, no allowance for loarskxshas been established related to such loanarahM1, 2012.

The following table allocates the allowance fomdasses by loan category and shows the percdoan$ in each category to total loans at the
dates indicated below. The allowance for loan Issd®cated to each category is not indicativeutdife losses and does not restrict the use of
the allowance to absorb losses in other categories.

March 31, 201 June 30, 201
Percent Percent
of Loans of Loans
Loan In Each Loan In Each
Allowance Balances Category Allowance Balances Category
For Loan By to Total For Loan By to Total
Losses Category Loans Losses Category Loans

(Dollar in thousands
Originated portfolio

Residential real esta $ 86 $ 92,55 26.7% $ 26 $ 95,417 30.7%%
Commercial real esta 13t 110,73: 32.02% 147 117,12 37.7%
Constructior 1 1,497 0.42% 0 2,01t 0.65%
Home equity 40 44,08: 12.7%% 8 50,06( 16.15%
Commercial busines 25C 21,63t 6.2€% 23¢ 22,22¢ 7.17%
Consume 23€ 18,35¢ 5.31% 18 22,43t 7.24%
Total originated portfolic 74¢ 288,86: 83.5% 437 309,27t 99.7%
Purchased portfolic
Residentia 0 3,581 1.04% 0 0 0.0(%
Commercial 0 53,32¢ 15.42% 0 637 0.21%
Total purchased portfoli 0 56,91¢ 16.4€% 0 637 0.21%
Total $ 74E $345,77° 100.0% $ 437 $309,91{ 100.0%
The following table details ratios related to tievaance for loan losses and nonperforming loans.
Ratios: March 31, 201 June 30, 201
Allowance for loan losses to nonperforming loansrat of
period 14.40% 6.0€%
Allowance for loan losses to total loans at engeriod 0.22% 0.12%

While management believes that it uses the bestrirdtion available to make its determinations wétbpect to the allowance, there can be no
assurance that the Company will not have to ineréarovision for loan losses in the future asslt of changing economic conditions,
adverse markets for real estate or other factors.
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Other Assets

The cash surrender value of the Company’s bank-dwfeeinsurance (“BOLI") assets increased $377uand, or 2.7%, to $14.2 million at
March 31, 2012, compared to $13.8 million at June2®11. BOLI assets are invested in the generalwat of three insurance companies and
in separate accounts of a fourth insurance compaiggneral account policy’s cash surrender valsipported by the general assets of the
insurance company. A separate account policy’s sagiender value is supported by assets segrefyatadhe general assets of the insurance
company. Standard and Poor’s rated these compAies better at March 31, 2012. Interest earnimgs,of mortality costs, increase the cash
surrender value. These interest earnings are lmasederest rates which reset each year, and &jeduo minimum guaranteed rates. These
increases in cash surrender value are recognizetthém income and are not subject to income teBesowing on or surrendering a policy m
subject the Company to income tax expense on tirease in cash surrender value. For these reasansigement considers BOLI an illiquid
asset. BOLI represented 20.3% of the Company’s tistabased capital at March 31, 2012.

Intangible assets totaled $4.7 million and $13.lioni at March 31, 2012 and June 30, 2011, respelsti The $8.4 million reduction was the
result of the sale of $7.4 million of intangiblesats (principally customer lists) in connectionhatihe insurance agency transaction in the first
quarter of Fiscal 2012, as well as core deposinigible asset amortization.

Deposits, Borrowed Funds, Capital Resources andulidglity
Deposits

The Company’s principal source of funding is itsecdeposit accounts. At March 31, 2012, non-mat@agicounts and certificates of deposit
with balances less than $250 thousand represeBt2éeSof total deposits.

Total deposits increased $2.6 million to $403.7iarlas of March 31, 2012 from $401.1 million asJahe 30, 2011. The increase was the
result of an increase in certificate accounts,atffsy a decrease in non-maturity accounts. Thectamuin non-maturity accounts was
principally due to the Company’s decision to ek trust business in the first quarter of Fiscdl28nd discontinuation of the Company’s
sweep account product. At March 31, 2012, the Compiad $1.1 million in deposits through its onlafénity deposit program, ableBanking.

March 31, 201! June 30, 201
Amount % of Tota Amount % of Tota
(Dollars in thousands
Demand deposil $ 41,61t 10.31% $ 48,21t 12.02%
NOW account: 55,77: 13.81% 55,45¢ 13.8%
Regular and other savin 33,08} 8.2(% 34,34¢ 8.56%
Money market deposi 45,58¢ 11.2% 48,69¢ 12.1%%
Total nor-certificate account 176,06: 43.61% 186,71 46.55%
Term certificates less than $250 thous 220,30 54.51% 186,07 46.3%%
Term certificates of $250 thousand or more 7,37( 1.82% 28,32¢ 7.12%
Total certificate accoun 227,67 56.3%% 214,40: 53.45%
Total depositt $403,73! 100.0(% $401,11¢ 100.0(%

(1) Term certificates in this category represent threeruit account balance, exclusive of fair value sitents associated with the Merc

Borrowed Fund:

Advances from the FHLB were $43.6 million and $48.8@ion at March 31, 2012 and June 30, 2011, respely. At March 31, 2012, the
Company had pledged certain residential real ekiates, commercial real estate loans, and FHLB siepfree of liens or pledges to secure
FHLB advances.

Structured repurchase agreements were $66.6 médhadn$68.0 million at March 31, 2012 and June 8Q,12 respectively. The Company had
pledged cash and mortgage-backed securities with walue of $82.6 million as collateral for thdserrowings at March 31, 2012. One of the
six structured repurchase agreements has embeddgthped interest rate caps to reduce the riskttmterest income in periods of rising
interest rates.

Shortterm borrowings, consisting of sweep accounts, &r8 million as of March 31, 2012, a decrease6dthousand, or 27.0%, from $.
million as of June 30, 2011. The decrease is atille to the discontinuation of the sweep accpumduct. At March 31, 2012, sweep accol
were secured by letters of credit issued by the Bittaling $2.0 million.
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Liquidity
The following table is a summary of the liquidityet Company had the ability to access as of Mar¢l2@12, in addition to traditional retail
deposit products. The following table excludes $64illion of cash and due from banks and shertn investments defined as cash equival

(Dollars in thousand

Unencumbered investment securil $ 54,17¢
FHLB (1) 6,33
Federal Reserve (. A77
Brokered time deposits (. 145,32:

Total unused borrowing capac $ 206,30¢

(1) Unused advance capacity subject to eligible andifagagacollateral
(2) Discount window Borrowe-in-Custody; unused credit line subject to the pledgedirect auto loan
(3) Subject to internal policy limitation of 25% of &btasset:

Retail deposits and other core deposit sourceaditgy deposit listing services are used by the Gomgo manage its overall liquidity positic
While the Company currently does not seek wholefsalding such as FHLB advances and brokered depdisé ability to raise them remains
an important part of its liquidity contingency ptang. While management closely monitors and forescte Company’s liquidity position, it is
affected by asset growth, deposit withdrawals ahdrocontractual obligations and commitments. Té¢®ieacy of management’s forecast
assumptions may increase or decrease the Compawsrall available liquidity. At March 31, 2012, additional purchased of FHLB stock
would be necessary to utilize the FHLB advance cigpaAt March 31, 2012, the Company had $206.3ianilof immediately accessible
liquidity, defined as cash that could be raisedimiseven days through collateralized borrowingskéred deposits or security sales. This
position represented 34.7% of total assets. Ttagively high level of short-term liquidity on thallance sheet as of March 31, 2012 reflects the
Company'’s intention to increase purchases of cornialdoans by the LASG in the near term.

Management believes that there are adequate fusdimges to meet its liquidity needs for the foeadde future. Primary funding sources are
the repayment of principal and interest on loams renewal of time deposits, the potential growtthe deposit base, and the credit availability
from the FHLB and the Federal Reserve’s BorroweGustody program. Management does not believetleaterms and conditions that will
be present at the renewal of these funding sowviesignificantly impact the Compang’operations, due to its management of the madsirit

its assets and liabilities.

Capital

The following table summarizes the outstandinggusiubordinated debentures as of March 31, 201i8.débt represents qualifying Tier 1
capital for the Company, up to a maximum of 25%otél Tier 1 capital. At March 31, 2012, the cangyiamounts of the junior subordinated
notes, net of the Company’s $496 thousand invedtmehe affiliated trusts, qualified as Tier 1 @ap The following table sets forth certain
information related to the Company’s junior suboeded debentures.

Principal Contractue
Carrying Amount Interest
Affiliated Trusts Amount Due Rate Maturity Date
(Dollars in thousands
NBN Capital Trust II $1,74( $ 3,09¢ 3.21% March 30, 203:
NBN Capital Trust Il 1,74C 3,09: 3.27% March 30, 203
NBN Capital Trust IV 4,58¢ 10,31( 2.3&% February 23, 20:
Total $8,06¢ $16,49¢

Under the terms of the Treasury’s TARP Capital Rase Program, in which the Company participatesCibimpany must have the consent of
Treasury to redeem, purchase, or acquire any sbamsg common stock or other equity or capitalsgi@s, other than in connection with
benefit plans consistent with past practice anthaepther circumstances specified in the purcla@seement entered into by Treasury and the
Company.

Total stockholders’ equity was $64.9 million andb¥Bmillion at March 31, 2012 and June 30, 2014peetively. The change reflects net
income for the period, dividends paid on common jamrederred stock, and other comprehensive lossiguhie period. Book value per
outstanding common share was $17.29 at March 312 a6d $17.33 at June 30, 2011. Tier 1 capitadttd tverage assets of the Company
11.85% as of March 31, 2012 and 10.35% at Jun2(®0,.

The Federal Deposit Insurance Corporation ImproverAet of 1991 (“FDICIA”) contains various provisions intended to capitaliweDeposi
Insurance Fund and also affects a number of remyla¢forms that impact all insured depositoryitngions, regardless of the insurance fun
which they participate. Among other things, FDIG}fants the Federal Reserve broader regulatory atytto take prompt corrective action
against insured institutions that do not meet tloagetal requirements, including placing undercjed institutions into conservatorship or
receivership. FDICIA also grants the Federal Reséroader regulatory authority to take correctietiom against insured institutions that are
otherwise operating in an unsafe and unsound manner
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FDICIA defines specific capital categories basedwoninstitution’s capital ratios. To be considefadequately capitalized” or better,
regulations require a minimum Tier 1 capital eqoal.0% of adjusted total average assets, Tiesktlvased capital of 4.0% and a total risk-
based capital standard of 8.0%. The prompt cokreetction regulations define specific capital catégs based on an institutiantapital ratios
The capital categories, in declining order are twapitalized,” “adequately capitalized,” “underdapzed,” “significantly undercapitalized,”
and “critically undercapitalized.” Further, the Baand the Company are subject to capital commitserith the Federal Reserve and the
Maine Bureau of Financial Institutions that requirgher minimum capital ratios, as discussed ineNbin the Notes to Unaudited Consolid:
Financial Statements. As of March 31, 2012, thetmexgent notification from the Federal Reserve gatieed the Bank as well capitalized.

The Company’s and the Bank’s regulatory capitabsaare set forth below.

Minimum
To Be Well
Minimum Capitalized Under
Capital Prompt Correction
Actual Requirement: Action Provisions
Amount Ratio Amount Ratic Amount Ratio
(Dollars in thousands
March 31, 2012:
Total capital to risk weighted asse
Company >
$70,69: 19.49% $29,01¢ 80% $ N/A N/A
Bank > >

74,208 20.40% 29,10: 8.C% 36,72. 10.0%

Tier 1 capital to risk weighted asse

Company >
69,94¢ 19.28% 14,50t  4.0% N/A  N/A
Bank > >

69,64¢ 19.1%  14,55. 4.0% 22,03:  6.0%

Tier 1 capital to average asse

Company >
69,94¢ 11.8%  23,60: 4.0% N/A  N/A
Bank > >

69,64¢ 11.99%  23,33¢ 4.0% 29,17C  5.0%

June 30, 2011
Total capital to risk weighted asse

Company >
$61,86( 18.9% $26,06: 8.C0% $ NA N/A
Bank > >

66,95¢ 20.49% 26,21¢ 8.0% 32,77 10.(%

Tier 1 capital to risk weighted asse

Company >
61,42¢ 18.8¢% 13,03( 4.0% N/A  N/A
Bank > >

62,84. 19.19  13,10¢ 4.0% 19,66.  6.0%

Tier 1 capital to average asse

Company >
61,42« 10.3% 23,73t 4.0% N/A  N/A
Bank > >

62,84. 10.69% 23,520 4.0% 29,40:  5.0%

Off-balance Sheet Arrangements and Aggregate Contteal Obligations

The Company is a party to financial instrumentwaitf-balance sheet risk in the normal course aifss to meet the financing needs of its
customers. These financial instruments include citments to extend credit, unused lines of credit standby letters of credit. These
instruments involve, to varying degrees, elemehtsedit and interest-rate risk in excess of theants recognized in the condensed
consolidated balance sheet. The contract or ndtamaunts of these instruments reflect the extéttte@ Company’s involvement in particular
classes of financial instruments.

The Company’s exposure to credit loss in the esénbnperformance by the counterparty to the fimgrnnstrument for commitments to
extend credit, unused lines of credit and standtigrs of credit is represented by the contracoaunt of those instruments. To control the
credit risk associated with entering into committseand issuing letters of credit, the Company tisesame credit quality, collateral policies
and monitoring controls in making commitments agtteks of credit as it does with its lending attds. The Company evaluates each
custome’s creditworthiness on a ci-by-case basis. The amount of collateral obtainedséhted necessary by the Company upon extensi



credit, is based on management’s credit evaluation.

Commitments to extend credit are agreements toteadcustomer as long as there is no violatioanyf condition established in the contract.
Commitments generally have fixed expiration datestber termination clauses and may require paymgatfee. Since many of the
commitments are expected to expire without beirggvdrupon, the total committed amounts do not nec#gsepresent future cash
requirements.

Standby letters of credit are conditional commitisessued by the Company to guarantee the perfarenaha customer to a third party. The
credit risk involved in issuing letters of creditéssentially the same as that involved in extenldians to customers.

Unused lines of credit and commitments to exterdictypically result in loans with a market intsteate.
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A summary of the amounts of the Company’s conti@atbligations (amounts shown do not reflect failue adjustments) and other
commitments with off-balance sheet risk at MarchZ112, follows.

Less Thai
After 5
Contractual obligation Total 1 Year 1-3 Years 4-5 Years Years
(Dollars in thousands
FHLB advance:! $ 42,50C $10,00C $17,50C $10,00C $ 5,00(
Structured repurchase agreeme 65,00( 40,00( 15,00( 10,00( 0
Junior subordinated debentu 16,49¢ 0 16,49¢ 0 0
Capital lease obligatio 1,95: 17C 367 47¢ 93¢
Total lon¢-term debt 125,94¢ 50,17( 49,36 20,47¢ 5,93¢
Operating lease obligations ( 1,42( 58¢ 45€ 22¢ 147
Total contractual obligatior $127,36¢ $50,75¢ $49,81¢ $20,70¢ $ 6,08¢
Less Thai
After 5
Commitments with otbalance sheet ris Total 1 Year 1-3 Years 4-5 Years Years
(Dollars in thousands

Commitments to extend credit (2)( $ 551C $551C $ 0 3 0 3 0
Commitments related to loans held for sale 7,011 7,011 0 0 0
Unused lines of credit (4)(* 40,93: 20,89¢ 4,30¢ 3,022 12,701
Standby letters of credit (! 602 601 1 0 0
Total commitments with o-balance sheet ris $ 54,05¢ $34,01¢ $ 4,30¢ $ 3,022 $12,70%

(1) Represents an ¢balance sheet obligatio

(2) Represents commitments outstanding for residerg#lestate, commercial real estate, and commdrgghess loan:

(3) Commitments for residential real estate loanshthbe held for sale upon originatio

(4) Loan commitments and unused lines of credittonmercial and construction loans expire or atges to renewal in twelve months or
less.

(5) Represents unused lines of credit from commerctadstruction, and home equity loa

(6) Standby letters of credit generally expire in tveetaonths

Management believes that the Company has ade@saiarces to fund all of its commitments.

The Company has written options limited to thosedential real estate loans designated for salleersecondary market and subject to a rate
lock. These rate-locked loan commitments are usettdding activities, not as a hedge. The faiugadf the outstanding written options at
March 31, 2012 was nominal.

Results of Operation— Continuing Operations

General
Successor Company

As discussed earlier, the results of operationsiflemine months ended March 31, 2012 are notttliiresmparable to the prior year period due
to the application of acquisition accounting in geation with the merger on December 29, 2010. Nwiess, the discussion that follows will
compare, to the extent appropriate and usefulaiceresults for each period. The three months edidh 31, 2011 was the first complete
quarter of operations after the merger on Decer@®e2010. Accordingly, results of operations fa three months ended March 31, 2012 and
2011 are compared in the discussion that follows.

Net income from continuing operations for the thmanths ended March 31, 2012 was $154 thousandpa@m to $36 thousand for the th
months ended March 31, 2011. Items of significaaféecting the Company'’s earnings for the three mem®inded March 31, 2012 compared to
the prior year period included increased secuding and increased gains on the sales of residembrtgages and other portfolio loans during
the current year period. These increases wereapantiffset by certain nonrecurring noninterest@xges during the three months ended
March 31, 2012, including compensation costs rggufrom the termination of the Company’s self-ireiemployee benefits program and
replacing it with a third-party insurance prograaa,well as nonrecurring professional fees, inclgdionsulting costs associated with new
information technology initiatives and legal expens

For the nine months ended March 31, 2012, the Cagnpecorded a net loss from continuing operatidr&2@ thousand. The year-to-date loss
from continuing operations is principally the résaflincreased noninterest expenses associatedmiementing the Company’s post-merger
business strategies. During the nine months endedivB1, 2012, the Company purchased $59.8 miltidoans, and earned an average yield
on the purchased portfolio of 14.21%, a result theltides regularly scheduled interest and acaretitd accelerated accretion and fees
recognized on loan payoffs. The Company also monitee “total return” on its purchased loan poitfph measure that includes gains on sales
of purchased loans, as well as interest, scheddeiktion and accelerated accretion. On this bidgurchased loan portfolio earned a total
return of 15.20% during the nine months ended M&&H2012. The following table details the compdsef the return on purchased lo:



during the three and nine months ended March 312 .20 ransactional income” includes fees and acagdel accretion recognized from an
unscheduled payoff or principal payment, as weithgy@n sales of purchased loans.
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Total Return on Purchased Loz
Three Months Ended March 31, 2C Nine Months Ended March 31, 20

Income Return (1) Income Return (1)
(Dollars in thousands
Regularly scheduled interest and accre $ 1,29¢ 10.1% $ 2,37¢ 10.7¢%
Transactional income
Gains on loan sale 21¢ 1.7% 21¢ 0.9%
Accelerated accretion and fees recognized on lagoffs 274 2.1% 75€ 3.4%
Total $ 1,791 13.9% $ 3,34¢ 15.2(%

(1) The total return on purchased loan representsitkeeist and noninterest income recorded duringéhnied divided by the averas
purchased loan balance, on an annualized

For the 93 days ended March 31, 2011, the Compamed net income from continuing operations of $Hillion. Income for the 93 days
ended March 31, 2011 included a bargain purchaseo§&15.2 million and merger expenses of $3.diomilrecorded at the date of the merg

Predecessor Compal

For the 181 days ended December 28, 2010, the Gomgaaned net income from continuing operation$lo¥ million. Financial highlights ft
181 days ended December 28, 2010 included gaissles of fixed rate residential mortgages of $1iliam, investment commission income
of $1.2 million, and net interest income of $8.5limn.

Net Interest Income
Successor Company — Three Months Ended March 32 &0d 2011

Net interest income for the three months ended Madg 2012 and 2011 was $4.8 million and $5.0 orillirespectively. Net interest income
the prior year period was affected by significacttration of the fair value adjustments resultirggrirthe Merger, resulting in a higher level of
favorable noncash adjustments on both earningsaasetinterest-bearing liabilities in comparisorthie three months ended March 31, 2012.
The following summarizes the effects of noncashetmm.

Noncash Accretion (Amortization) of Fair Value Adjments

Three Months Ended March 31, 2C

Three Months Ended March 31, 2C

Effect or Effect or
Average Income Yield / Average Income Yield /
Balance (Expense Rate Balance (Expense Rate
(Dollars in thousands
Interes-earning asset:
Investment securitie $ 132,68 $ (8 -0.02% $143,48. $ (389 -1.1(%
Loans 348,77 8 0.01% 357,37t 39¢ 0.45%
Other intere«-earning asse! 73,58¢ 0 0.0(% 64,16¢ 0 0.0(%
Total interes-earning asset $ 555,04: $ 0 0.0% $565,02° $ 7 0.01%
Interes-bearing liabilities
Interes-bearing deposit 357,94¢ 28¢€ 0.32% 343,84! 46€ 0.55%
Shor-term borrowings 1,321 0 0.0(% 34,82 0 0.0(%
Borrowed funds 112,46¢ 57C 2.0%% 117,15: 558 1.91%
Junior subordinated debentu 8,047 (18) -0.9(% 7,902 (8) -0.41%
Total interes-bearing liabilities $ 479,78" $ 83¢ 0.7(% $503,72. $1,01] 0.81%
Total effect of noncash accretion «
Net interest incom $ 83¢ $1,01¢
Net interest margi 0.61% 0.7%
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Partially offsetting the aforementioned decrease iwareased volume and yield on the Company’s @aseth loan portfolio during Fiscal 2012.
The following summarizes interest income and relgields recognized on the Company’s purchased doahoriginated loan portfolios for the
three months ended March 31, 2012 and 2011.

Interest Income and Yield on Loa
Three Months Ended March 31, 2C Three Months Ended March 31, 2C

Average Interest Average Interest
Balance Income Yield Balance Income Yield
(Dollars in thousands
Loans- originated $297,10( $4,29¢ 5.82% $ 357,37¢ $5,64¢ 6.41%
Loans- purchase 51,675 1,572 12.2% 0 0 0.0(%
Total $348,77° $5,87( 6.77% $ 357,37t $ 5,64¢ 6.41%

The Company’s interest rate spread for the threetihhsoended March 31, 2012 and 2011 was 3.26% &84 respectively. The Company’s
net interest margin for the three months ended Madg 2012 and 2011 was 3.44% and 3.62%, respBctiMee current period decreases were
principally the result of a lower market rate oméatment securities, and the aforementioned levataretion in the three months ended
March 31, 2011.

The following sets forth the average balances atetést income and interest expense for the tharghm ended March 31, 2012 and 2011.

Successor Company (
Three Months Ended March 31, 2C Three Months Ended March 31, 2C

Interest Average Interest Average
Average Income/ Yield/ Average Income/ Yield/
Balance Expense Rate Balance Expense Rate
(Dollars in thousands

Assets:

Interes-earning asset:
Investment securitie $ 132,68: $ 42z 1.28% $ 143,48: $ 9iC 2.61%
Loans (3) (4, 348,77 5,87(C 6.77% 357,37t 5,64¢ 6.41%
Regulatory stocl 5,691 15 1.06% 5,48¢ 12 0.8<%
Shor-term investments (£ 67,881 45 0.27% 58,68 33 0.2:%

Total interes-earning asset 555,04. 6,352 4.6(% 565,02 6,60/ 4.7¢%

Cash and due from ban 2,881 3,42:

Other norinterest earning asse 35,65! 44,04¢

Total asset $ 593,57 $ 612,49¢

Liabilities & Stockholder Equity:

Interes-bearing liabilities
NOW accountt $ 54,24 $ 48 036% $ 5599« $ 79 0.57%
Money market accoun 43,60: 38 0.35% 54,04: 70 0.5%
Savings account 32,92! 12 0.15% 35,63¢ 34 0.3¢%
Time deposit: 227,18 771 1.38% 198,17: 591 1.21%
Total interes-bearing deposit 357,94¢ 87t 0.98% 343,84! 774 0.91%
Shor-term borrowings (6 1,321 7 2.1% 34,82 60 0.7(%
Borrowed funds 112,46¢ 52¢ 1.8% 117,15: 55¢ 1.948%
Junior subordinated debentu 8,047 18¢ 9.4(% 7,902 174 8.9:%

Total interes-bearing liabilities 479,78! 1,59¢ 1.3%% 503,72: 1,56 1.26%

Interes-bearing liabilities of discontinued operations 0 2,13¢

Nor-interest bearing liabilities

Demand deposits and escrow accol 44,24 37,37¢

Other liabilities 3,97¢ 4,444

Total liabilities 528,00t 547,67¢

Stockholder’ equity 65,56¢ 64,81¢

Total liabilities and stockholde’ equity $ 593,57: $ 612,49¢
Net interest incom $ 4,75¢ $ 5,031

Interest rate spre¢ 3.26% 3.5(%

Net interest margin (& 3.44% 3.62%

(1) “Successor Company” means Northeast Bancorptamstdbsidiary after the closing of the mergehwitdiB Formation LLC on

December 29, 201!

(2) “Predecessor Compe” means Northeast Bancorp and its subsidiary pritieéalosing of the merger with FHB Formation LLE&

December 29, 201!



(3)
(4)

(5)
(6)
(7)

(8)

Includes Loans held for sal

Nonaccrual loans are included in the computatioavefage, but unpaid interest has not been incltmtgulirposes of determining inter
income.

Short term investments include FHLB overnight déjscand other intere-bearing deposit:

Short term borrowings include securities sold urrdeurchase agreements and sweep accc

The average balance of borrowings associated wsttodtinued operations has been excluded fromestexxpense, interest rate spre
and net interest margi

Net interest margin is calculated as net interestne divided by total intere-earning asset:
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The following table presents the extent to whichrades in volume and interest rates of interestimguassets and interest bearing liabilities
have affected the Company’s interest income aratést expense during the periods indicated. Infoomas provided in each category with
respect to (i) changes attributable to changeslunve (changes in volume multiplied by prior periatk), (i) changes attributable to changes
in rates (changes in rates multiplied by prior pérvolume) and (iii) change attributable to a comaltion of changes in rate and volume (che
in rates multiplied by the changes in volume). Gemattributable to the combined impact of volume ate have been allocated
proportionately to the changes due to volume aadHanges due to rate.

Three Months Ended March 31, 2012
Compared to the Three Months Ended March 31, :
Change Due to Volun Change Due to Re Total Change
(In thousands

Interest earning asse

Investments securitie $ 64 $ 4249 $ (48¢)
Loans (23¢) 35¢ 221
Regulatory stocl 0 3 3
Shor-term investment 5 7 12
Total decrease in interest incol (197 (55) (252)
Interest bearing liabilities

Interest bearing depos 33 68 101
Shor-term borrowings (96) 43 (53
Borrowed funds (22 (9) (32)
Junior subordinated debentu 3 11 14
Total increase (decrease) in interest exp (82 113 31

Total decrease in net interest inco $ (115 % (168 $ (283)

Successor Company — Nine Months Ended March 32, @06d 93 Days Ended March 31, 2011

Net interest income for the nine months ended M&fcH2012 was $13.9 million. Interest income dutimg nine months ended March 31, 2
was positively affected by the increased balanoédseffective yields associated with the Companycpased loan portfolio. The Company
generally acquires loans at a significant discdrorh the loan’s unpaid principal balance, ofteniggyrise to an effective yield substantially
higher than the Company’s originated loan portfolibis was demonstrated during the nine monthseMirch 31, 2012, in which purchased
loans earned a yield of 14.21%, as compared teld gf 5.99% earned on originated loans. The falhgwsummarizes interest income and
related yields recognized on the Company'’s purahésmn and originated loan portfolios for the nmenths ended March 31, 2012.

Nine Months Ended March 31, 20

Average Interest
Balance Income Yield
(Dollars in thousands
Loans- originated $305,70: $13,75! 5.9%%
Loans- purchase 29,31¢ 3,13( 14.21%
Total $335,01¢ $16,88! 6.71%

The cost of interest bearing liabilities was 1.3®@¥tthe nine months ended March 31, 2012. The aosine deposits and borrowings was
affected by continued accretion of fair value atipents associated with the merger, which resuliea/erage costs substantially lower than
stated interest rates of such borrowings and tieposits, with the exception of the Company’s jusigbordinated debentures, for which the
rate is higher. The net effect of fair value adjusits, as well as reductions in hon-maturity amettdeposit rates paid, account for the overall
decrease in funding costs when compared to theeBesdor Company period discussed below.
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The following sets forth the average balances atetést income and interest expense for the ningms@nded March 31, 2012. Such
information for the 93 day period ended March 311 R2has been excluded given that interest and sgpactivity for the three day period
ended December 31, 2010 was insignificant; theameebalances and interest income and interest sgdenthe three months ended Marct
2011 has been provided in the preceding section.

(1)
(@)

(3)
(4)

(5)
(6)
(7)

(8)

Successor Company (
Nine Months Ended March 31, 20

Average
Interest
Average Income/ Yield/
Balance Expense Rate
Assets:
Interes-earning asset:
Investment securitie $139,83« $ 1,60z 1.52%
Loans (3) (4, 335,01¢ 16,88: 6.71%
Regulatory stocl 5,74( 48 1.11%
Shor-term investments (£ 71,24: 12¢ 0.24%
Total interes-earning asset 551,83: 18,65¢ 4.5(%
Cash and due from ban 2,921
Other norinterest earning asse 37,14:
Total asset $591,90:
Liabilities & Stockholder Equity:
Interes-bearing liabilities
NOW accountt $ 55,08( $ 17C 0.41%
Money market accoun 44,617 13C 0.3%
Savings account 32,901 56 0.22%
Time deposit: 221,12 2,192 1.32%
Total interes-bearing deposit 353,72 2,54¢ 0.9€%
Shor-term borrowings (6 1,03( 15 1.94%
Borrowed funds 113,10¢ 1,592 1.87%
Junior subordinated debentu 8,00¢ 55€ 9.24%
Total interes-bearing liabilities 475,87" 4,711 1.32%
Interes-bearing liabilities of discontinued operations 38C
Non-interest bearing liabilities
Demand deposits and escrow accol 45,77!
Other liabilities 4,26
Total liabilities 526,29:
Stockholder equity 65,61(
Total liabilities and stockholde’ equity $591,90:
Net interest incom $13,94¢
Interest rate spree 3.1&%
Net interest margin (& 3.36%

“Successor Company” means Northeast Bancorptasdbsidiary after the closing of the mergehwitHHB Formation LLC on
December 29, 201I

“Predecessor Company” means Northeast Bangutpite subsidiary prior to the closing of the mergé&h FHB Formation LLC on
December 29, 201

Includes Loans held for sal

Nonaccrual loans are included in the computatioavefage, but unpaid interest has not been incltmtgulirposes of determining inter
income.

Short term investments include FHLB overnight dégsaand other intere-bearing deposit:

Short term borrowings include securities sold urrdeurchase agreements and sweep accc

The average balance of borrowings associated wsttodtinued operations has been excluded fromestexxpense, interest rate spre
and net interest margi

Net interest margin is calculated as net interestne divided by total intere-earning asset:
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Predecessor Compal

The net interest margin for the 181 days ended Dbee 28, 2010 was 2.92%. The yield on earning asgat 4.92%. The yield on earning
assets included higher yielding investment se@as;ittompared to market rates for such instrumantsei current period, as well as higher
funding costs. As indicated above, the resulthefgdrior periods are not directly comparable withse of the current periods as a result of the
accretion of fair value adjustments in the curgriods. The following sets forth the average bedarand interest income and interest expense
for the 181 days ended December 28, 2010.

Predecessor Company |
181 Days Ended December 28, 2(

Interest Average
Average Income/ Yield/
Balance Expense Rate

Assets:

Interes-earning asset:
Investment securitie $161,89« $ 3,18: 3.9€%
Loans (3) (4. 385,28t 11,21( 5.8
Regulatory stocl 5,48¢ 18 0.6€%
Shor-term investments (£ 39,21: 39 0.2(%

Total interes-earning asset 591,87¢ 14,44¢ 4.92%

Cash and due from ban 3,34(

Other norinterest earning asse 34,72¢

Total asset $629,94.

Liabilities & Stockholder Equity:

Interes-bearing liabilities
NOW accountt $ 53,78( $ 18¢ 0.6%
Money market accoun 55,95 21% 0.7%
Savings account 38,30: 99 0.52%
Time deposit: 196,31¢ 2,301 2.3t%
Total interes-bearing deposit 344,35t 2,79¢ 1.64%
Shor-term borrowings (6 53,87: 37¢€ 1.41%
Borrowed funds 117,68t 2,36¢ 4.05%
Junior subordinated debentu 16,49¢ 34C 4.1€%

Total interes-bearing liabilities 532,411 5,871 2.22%

Interes-bearing liabilities of discontinued operations 2,462

Non-interest bearing liabilities

Demand deposits and escrow accol 37,94

Other liabilities 5,57¢

Total liabilities 578,39.

Stockholder equity 51,55(

Total liabilities and stockholde’ equity $629,94.
Net interest incom $ 8,57-

Interest rate spre¢ 2.69%

Net interest margin (& 2.92%

(1) “Successor Compa” means Northeast Bancorp and its subsidiary afeeclising of the merger with FHB Formation LLC
December 29, 201I

(2) “Predecessor Company” means Northeast Bancuita subsidiary prior to the closing of the mengéh FHB Formation LLC on
December 29, 201

(3) Includes Loans held for sal

(4) Nonaccrual loans are included in the computatioavefage, but unpaid interest has not been incltmtgulirposes of determining inter
income.

(5) Short term investments include FHLB overnight déigand other intere-bearing deposits

(6) Short term borrowings include securities sold undpurchase agreements and sweep accc

(7) The average balance of borrowings associated wsttodtinued operations has been excluded fromestexxpense, interest rate spre
and net interest margi

(8) Netinterest margin is calculated as net intergstne divided by total intere-earning asset:

Provision for Loan Losse

Quarterly, the Company determines the amount oéllo@/ance for loan losses that is adequate toigedfor losses inherent in the Company’s
loan portfolios, with the provision for loan loss#estermined by the net change in the allowancéofim losses. For loans acquired w



deteriorated credit quality, a provision for loasdes is recorded when estimates of future casls foe lower than had been previously
expected (i.e., there are reduced expected casb fio higher net charge-offs than had been preljiaxpected, requiring additional provision
for loan losses). See Part I. Item |. “Notes to uttiked Consolidated Financial Statements — Noteo@ns, Allowance for Loan losses and
Credit Quality” for further discussion.

The provision for loan losses for periods subsetiteethe merger reflects the impact of adjustirgn®to their then fair values, as well as the
elimination of the allowance for loan losses in@dance with the acquisition method of accountBighsequent to the merger, the provisiol
loan losses has been recorded based on estimatdeodnt losses in newly originated loans andrforemental reserves required for pre-
merger loans based on estimates of deterioratelit guality post-merger.
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Successor Company — Three Months Ended March 32 &0d 2011

The provision for loan losses for the three morthded March 31, 2012 and 2011 was $100 thousan@i4ththousand, respectively. The
increase in the Company’s loan loss provision engbarter ended March 31, 2012 compared to 201dtedsfrom increased loss experience,
primarily in the Company’s consumer loan segment.

Successor Company — Nine Months Ended March 32, @6d 93 Days Ended March 31, 2011

The provision for loan losses for the nine monthdesl March 31, 2012 was $643 thousand, reflectingigions made in the Company’s loan
portfolio to adequately reserve for estimated iehétosses. The Company considers its historica éxperience, in addition to qualitative
factors, in estimated the required level of alloaafor loan losses. While management believesthiaes the best information available to
make its determinations with respect to the allavesfior loan losses, there can be no assurancéhth@ompany will not have to increase its
provision for loan losses in future periods assalteof changing economic conditions, adverse marfa real estate or other factors.

There was no provision for loan losses recordethduhe three-day period ended December 31, 20&€orlingly, the Company’s provision
for loan losses for the 93 days ended March 311 2i)d not differ than that recorded during the éhneonths ended March 31, 2011, as
previously discussed.

Predecessor Compal

The provision for loan losses for 181 days endedeb®er 29, 2010 was $912 thousand. As indicatedealboe allowance for loan losses was
eliminated at the time of merger. Loans with intlica of deteriorated credit quality at the timelaf Merger were recorded at fair value and
assigned a nonaccretable difference, hence the lewel of overall loan loss provisions associatgtth the Successor Company during the
current year periods. See Part I. Item |. “Notedhaudited Consolidated Financial Statements — Rptaans, Allowance for Loan losses and
Credit Quality” for further discussion.

Noninterest Income
Successor Company — Three Months Ended March 32 &0d 2011

Noninterest income for the three months ended Maicl2012 compared to the three months ended MadrcR011 increased $840 thouss
The increase principally resulted from increasemlisty gains of $684 thousand; increased gainesitential mortgage loan sales of $144
thousand; and increased gains on portfolio loagssall $414 thousand.

Increases in security gains resulted from the sidesubstantial portion of the Company’s availdblesale investment portfolio during the
period. The Company reinvested the sales proceealsnix of government guaranteed mortgage-backddgancy securities similar in
composition to the securities sold, albeit at lowarket yields. Increased gains on residential gagre loan sales resulted principally from the
volume of fixed-rate loan originations during theripd, an increase driven primarily by an incredsedl of mortgage loan refinance activity.
The Company sold $29.3 million in residential madgs during the three months ended March 31, 2@i@pared to $20.4 million in the
comparable prior year period. In addition to resti® mortgage loan sales, the Company also soéddcommercial loan during the three mo
ended March 31, 2012, resulting in a gain of $2ifusand. The loan had previously been purchaséeblyASG. The gain of $219 thousand
during the three months ended March 31, 2012 coespara loss of $195 thousand realized on theodaesubstantial portion of the
Company'’s indirect consumer loan portfolio in tleenparable prior year period.

Increases in the aforementioned noninterest inamategories during the three months ended MarcB@®I2 were partially offset by the
bargain purchased gain of $296 thousand record#tkithree months ended March 31, 2011, as welldecrease in other noninterest income
of $131 thousand. The decrease in other noninterestne principally resulted from gains on the saé&repossessed collateral in the prior
period, compared to losses from provisions andss&leorded in the three months ended March 31,.20tt#r noninterest income in the prior
year period also includes trust income of $81 thads The Company discontinued trust services icaFiz011.

Successor Company — Nine Months Ended March 32, @06d 93 Days Ended March 31, 2011

Noninterest income for the nine months ended M8idgH012 totaled $7.2 million. Significant itemslide net security gains of $1.1 millic
gains on loans held for sale of $2.1 million; inwesnt commissions of $2.1 million; and portfoli@iosale gains of $422 thousand. Portfolio
loan sales during the period include the aforeroeeti gain on sale of a purchased loan during tiee ttmonths ended March 31, 2012, as well
as a gain of $203 thousand related to the salemohperforming loan in the preceding quarter.

Noninterest income for the 93 days ended Marct2811 totaled $16.9 million, of which $15.2 millievas a bargain purchase gain associ
with the merger.
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Predecessor Compal

Noninterest income for the 181 days ended Dece2#e2010 totaled $4.2 million. Significant itemslinded gains on sales of loans total
$1.9 million for the 181 days ended December 2802@nd investment commissions totaling $1.2 nmilfior the 181 days ended December
2010.

Noninterest Expens:
Successor Company — Three Months Ended March 32, &0d 2011

Noninterest expense for the three months endedivEc2012 and 2011 totaled $7.3 million and $7illion, respectively. Nonintere:
expense for the three months ended March 31, 2@ldded $132 thousand of merger expenses. Excludarger expenses, noninterest
expenses increased $288 thousand. The increasw dibei three months ended March 31, 2012 pringipae#ulted from certain nonrecurring
noninterest expenses, including compensation eagteegating $201 thousand, largely the resultrofiteating the Company’s self-insured
employee benefits program and replacing it withiedtparty insurance program. The Company alsoriecli$207 thousand in nonrecurring
professional fees, principally consulting costoagged with new information technology initiativasd nonrecurring legal expense.

Successor Company — Nine Months Ended March 32, 20d 93 Days Ended March 31, 2011

Noninterest expense for the nine months ended MaitcR012 totaled $20.8 million. As previously niened, increased compensation,
occupancy and equipment costs contributed to ttre@sed level of noninterest expense during thieghevlanagement believes that the
investments made in the current fiscal year reltdaguersonnel, infrastructure, marketing, and dggrafessional services will serve the
Company well as it seeks to grow its new busineisigiives to scale over the next several years.

Noninterest expense for the 93 days ended MarcB®1], totaled $10.4 million, which includes $3.2limn of expenses associated with
merger.

Predecessor Compal

Noninterest expense for the 181 days ended Dece?@)@010 totaled $9.5 million. With the exceptafrmerger expenses of $94 thousi
during the 181 days ended December 28, 2010, revesttexpenses in the prior year period reflectmaboperations of the Predecessor
Company, and are therefore not directly compartbtbe current year periods, given the additionelifess initiatives undertaken by the
Successor Company.

Income Taxes
Successor Company — Three Months Ended March 32, &0d 2011

The Company’s income tax expense was $15 thousarah effective rate of 8.9%, for the three momhded March 31, 2012. The effective
rate for the period differs substantially from thempany’s statutory rate because of the level nfiahpre-tax income and favorable book to
tax differences, such as fixed tax credits andeteempt life insurance income.

The Company’s income tax benefit was $217 thousanthe three months ended March 31, 2011. Bottb#ligain purchase gain and merger
expenses recorded during the period were not supj@ecome taxes.

Successor Company — Nine Months Ended March 32, @6d 93 Days Ended March 31, 2011

The Company’s income tax benefit was $209 thousanthe nine months ended March 31, 2012. The Caryigdoss from operations, as w
as the effects of favorable book to tax differensesh as tax exempt life insurance income andiftag credits, resulted in the benefit for the
year to date periot

The bargain purchase gain and the merger expemsies 83 days ended March 31, 2011 are not sutgiéetome taxes. Excluding this merger-
related activity from the quarter ended March 311, 2, results in a pretax loss and an income taefitestf $233 thousand.

Predecessor Compal

Income tax expense recorded for the 181 days ebdedmber 28, 2010 was $698 thousand. The Compafigitive tax rate of 29.5% for the
181 days ended December 28, 2010 differed fromitsiat rates principally as a result of tax exengaiusity income and life insurance income,
in addition to affordable housing tax credits. Tdé&svorable tax items were partially offset by negrgxpenses, which are not deductible for
income tax purposes.
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Results of Operation— Discontinued Operations

In the first quarter of Fiscal 2012, the Companlg $otangible assets (principally customer listsil @ertain fixed assets of NBIG to local
insurance agencies in two separate transactiorsVamey Agency, Inc. of Bangor, Maine purchasedassets of nine NBIG offices in Ans
Auburn, Augusta, Bethel, Livermore Falls, ScarbgtouSouth Paris, Thomaston and Turner, Maine. TRBESNbffice in Berwick, Maine,

which now operates under the name of Spence & Matthwas acquired by a member of NBIG’s senior gameent team. In connection with
the transaction, the Company also repaid borrowasgeciated with NBIG totaling $2.1 million. Custenfists and certain fixed assets of
individual NBIG agency offices were also sold is¢al 2011 and 2010.

The Company no longer conducts any significant @ip@ns in the insurance agency business, and trerhfs classified the operating results
of NBIG, and the associated gain on sale of thesidin, as discontinued operations in the consaidéinancial statements. See Part |. Item .
“Notes to Unaudited Consolidated Financial StateimerNote 6: “Discontinued Operations” for furtfustails.

Successor Company — Three Months Ended March 32, &0d 2011

Net income from discontinued operations for the¢hmonths ended March 31, 2012 and 2011 was $14ahd and $120 thousal
respectively. Income for the three months endedcMad, 2012 included a $22 thousand pre-tax gaisate of discontinued operations
recorded upon the receipt of contingent income depenses incurred in excess of the Compaaypectation at the closing of the transactic
the first quarter of Fiscal 2012. The Company rdedrpre-tax income associated with discontinuedatjpes of $184 thousand during the
three months ended March 31, 2011. Results of digaged operations for the three months ended Matct2011 reflect normal operations of
NBIG. Income taxes associated with discontinuedatpens totaled $8 thousand and $64 thousand éthitee months ended March 31, 2
and 2011, respectively.

Successor Company — Nine Months Ended March 32, @6d 93 Days Ended March 31, 2011

Net income from discontinued operations was $1llionifor the nine months ended March 31, 2012,chtincludes a pretax gain on sale
NBIG intangibles and certain fixed assets, netxlemses, of $1.6 million. The Company also recopgte-tax income associated with
operations of $186 thousand prior to disposal énfifst quarter. Income tax expense associateddisitontinued operations for the nine
months ended March 31, 2012 was $600 thousandpvoximately 34.5% of pretax income.

The Company recorded pre-tax income associateddigtiontinued operations of $176 thousand durieg@hdays ended March 31, 2011.
Results of discontinued operations for the 93 daded March 31, 2011 reflect normal operations BFGN Income taxes associated with
discontinued operations totaled $62 thousand, &9%%®f pre-tax income, for the 93 days ended M&%Lh2011.

Predecessor Compal

For the 181 days ended December 28, 2011, the Gomppaorted net income from discontinued operatmfr129 thousand. Net income fr
discontinued operations includes a $105 thousamdayesale of customer lists and fixed assets &ssutwith the NBIG office in Jackman,
Maine. Income tax expense associated with discoatiroperations for the 181 days ended Decemb&0d®, was $70 thousand, representing
35.2% of pretax income.
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Item 3. Quantitative and Qualitative Disclosure about Marke Risk
Not required for smaller reporting compani

ltem 4. Controls and Procedures

The Company maintains controls and procedures degitp ensure that information required to be dsadl in the reports the Company file:
submits under the Securities Exchange Act of 198Adhange Act”) is recorded, processed, summaraetreported within the time periods
specified in the rules and forms of the Securitied Exchange Commission, and that such informésiaecumulated and communicated to the
Company’s management, including the Chief Execuliffecer and Chief Financial Officer (the Companpisncipal executive officer and
principal financial officer, respectively), as appriate to allow for timely decisions regarding ¢ity disclosure. In designing and evaluating
disclosure controls and procedures, managemengmess that any controls and procedures, no miatisrwell designed and operated, can
provide only reasonable assurance of achievingléiseed control objectives, and management is reduo apply its judgment in evaluating
the cost/benefit relationship of possible conteoisl procedures.

The Company’s management, with the participatiothefChief Executive Officer and Chief Financiafi®dr, has evaluated the effectiveness
of its disclosure controls and procedures (as ddfin Rules 13a — 15(e) and 15d — 15(e) under xchdhge Act) as of the end of the period
covered by this Quarterly Report on Form 10-Q.

Based on this evaluation of the Company’s disclesmntrols and procedures, the Chief Executivec®ffand Chief Financial Officer have
concluded that these disclosure controls and proesdvere effective as of March 31, 2012.

There were no changes in the Company’s internaralzrover financial reporting (as defined in Rlika — 15(f) of the Exchange Act) that
occurred during the quarter ended March 31, 20aRthave materially affected, or is reasonably likel materially affect, the Company’s
internal controls over financial reporting.

PART Il - OTHER INFORMATION

Item 1. Legal Proceedings
None.

Item 1A.  Risk Factors
Not required for smaller reporting companies.

ltem 2. Unregistered Sales of Equity Securities and Use Bfoceeds

On December 29, 2010, in connection with the clpsifiithe Merger, the Company issued an aggrega2e080,099 shares of voting and
non-voting common stock at a price equal to $13p@8suant to the Agreement and Plan of Merger ddistarch 30, 2010, by and
between the Company and FHB. The issuance of greshvas exempt from registration pursuant to 8eet{2) of the Securities Act of
1933, as amended and Regulation D promulgateduhées.

ltem 3. Defaults Upon Senior Securitiet
None.
ltem 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Information
None.

Item 6. Exhibits
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Exhibits
No.

311
31.2
32.1

32.2

101

Descriptior
Certification of the Chief Executive Officer pursido Section 302 of the Sarba-Oxley Act of 2002 (Rule 1i-14(a)). *
Certification of the Chief Financial Officer pursudo Section 302 of the Sarba-Oxley Act of 2002 (Rule 1:-14(a)). *

Certificate of the Chief Executive Officer Pursuémtl8 U.S.C. Section 1350, as adopted pursuadéetion 906 of the Sarbanes-
Oxley Act of 2002 (Rule 1:-14(b)). **

Certificate of the Chief Financial Officer Pursuémtl8 U.S.C. Section 1350, as adopted pursua®éettion 906 of the Sarbar-
Oxley Act of 2002 (Rule 1:-14(b)). **

The following materials from Northeast Banc's Quarterly Report on Form -Q for the quarter ended March 31, 2(
formatted in XBRL.: (i) Consolidated Balance ShestMarch 31, 2012 and June 30, 2011; (ii) Const#id&tatements of Incol
for the three and nine months ended March 31, 2&2hree months and 93 days ended March 31, 2btiithe 181 days end
December 28, 2010; (iii) Consolidated Statemen@Bahprehensive Income for the three and nine mamded March 31, 201
the three months and 93 days ended March 31, 20itiithe 181 days ended December 28, 2010; (iv)@idated Statements of
Changes in Shareholders’ Equity for the nine moetided March 31, 2012, the 93 days ended MarcA(11, and the 181 days
ended December 28, 2010; (v) Consolidated Statenwér@ash Flows for the nine months ended Marci2812, the 93 days
ended March 31, 2012, and the 181 days ended Dere28b2010; and (v) Notes to Unaudited Consoldi&ieancial
Statements. ***

* Filed herewitt

**  Furnished herewit

***  Pursuant to Rule 406T of Regulatio-T, the XBRL related information in Exhibit 101 tei$ Quarterly Report on Form -Q is furnishet
and not filed for purposes of Sections 11 and lthefSecurities Act of 1933, as amended, and Se&Boof the Securities Exchange Act
of 1934, as amende
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SIGNATURES

Pursuant to the requirements of the SecuritiesoAt034, the Registrant has duly caused this rdpdse signed on its behalf by the
undersigned thereunto duly authorized.

Date: April 30, 201: NORTHEAST BANCORP

By: /s/ Richard Wayn

Richard Wayn
President and CE

By: /s/ Claire S. Bean

Claire S. Bea
Chief Financial Office
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Exhibits
No. Descriptior

31.1 Certification of the Chief Executive Officer pursudo Section 302 of the Sarba-Oxley Act of 2002 (Rule 1:-14(a)). *
31.2 Certification of the Chief Financial Officer pursudo Section 302 of the Sarba-Oxley Act of 2002 (Rule 1:-14(a)). *

32.1 Certificate of the Chief Executive Officer pursuémtl8 U.S.C. Section 1350, as adopted pursuadéttion 906 of the Sarbanes-
Oxley Act of 2002 (Rule 1:-14(b)). **

32.2 Certificate of the Chief Financial Officer pursuantl8 U.S.C. Section 1350, as adopted pursugdéttion 906 of the Sarbanes-
Oxley Act of 2002 (Rule 1:-14(b)). **

101 The following materials from Northeast Banc's Quarterly Report on Form -Q for the quarter ended March 31, 2012 forma
in XBRL: (i) Consolidated Balance Sheets at Marth2012 and June 30, 2011, (ii) Consolidated Statesnof Income for the
three and nine months ended March 31, 2012, tlee timonths and 93 days ended March 31, 2011, ariBthdays ended
December 28, 2010; (iii) Consolidated Statemen@Sahprehensive Income for the three and nine masded March 31, 2012,
the three months and 93 days ended March 31, 20itiithe 181 days ended December 28, 2010; (iv)d@idased Statements of
Changes in Shareholders’ Equity for the nine moetided March 31, 2012, the 93 days ended MarcB@l1l,, and the 181 days
ended December 28, 2010; (v) Consolidated Statenoér@@ash Flows for the nine months ended Marct2812, the 93 days
ended March 31, 2012, and the 181 days ended Dexe28b2010; and (v) Notes to Unaudited Consoldi&ieancial Statements.

*k%

* Filed herewitt

**  Furnished herewit

***  Pursuant to Rule 406T of Regulatio-T, the XBRL related information in Exhibit 101 tei$ Quarterly Report on Form -Q is furnishe«
and not filed for purposes of Sections 11 and lthefSecurities Act of 1933, as amended, and Set8wof the Securities Exchange Act

of 1934, as amende
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Exhibit 31.1
Certification of the Chief Executive Officer

Chief Executive Officer Certification
Pursuant To Section 302 Of
The Sarbanes-Oxley Act Of 2002

I, Richard Wayne, certify that:
1. | have reviewed this quarterly report on Forn-Q of Northeast Bancor|

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or angtate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to
the period covered by this repc

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdthe periods presented in this
report;

4. The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contanld procedures (i
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and ha

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedoifge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this report is being prepared

(b) Designed such internal control over financegdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttisi report our conclusions
about the effectiveness of the disclosure conaints procedures, as of the end of the period cougyelis report based on such
evaluation; and

(d) Disclosed in this report any change in thestgnt’s internal control over financial reportitigt occurred during the registrast’
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the regisir's internal control over financial reporting;dan

5.  The registrant’s other certifying officer antldve disclosed, based on our most recent evaluatimrernal control over financial
reporting, to the registrant’s auditors and theiteemnmittee of the registrant’s board of directfws persons performing the
equivalent functions)

(a) All significant deficiencies and material weakges in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqmbrt financial information; and

(b) Any fraud, whether or not material, that invedymanagement or other employees who have a simiifiole in the registrant’s
internal control over financial reporting.

April 30, 2012 /sl Richard Wayne
Richard Wayn
Chief Executive Office




Exhibit 31.2
Certification of the Chief Financial Officer

Chief Financial Officer Certification
Pursuant To Section 302 Of
The Sarbanes-Oxley Act Of 2002

I, Claire Bean, certify that:
1. | have reviewed this quarterly report on Forn-Q of Northeast Bancor|

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or angtate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to
the period covered by this repc

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdthe periods presented in this
report;

4. The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contanld procedures (i
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedoifge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this report is being prepared

(b) Designed such internal control over financegdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttisi report our conclusions
about the effectiveness of the disclosure conaints procedures, as of the end of the period cougyelis report based on such
evaluation; and

(d) Disclosed in this report any change in thestgnt’s internal control over financial reportitigt occurred during the registrast’
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the regisir's internal control over financial reporting;dan

5.  The registrant’s other certifying officer antldve disclosed, based on our most recent evaluatimrernal control over financial
reporting, to the registrant’s auditors and theiteemnmittee of the registrant’s board of directfws persons performing the
equivalent functions)

(a) All significant deficiencies and material weakges in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqmbrt financial information; and

(b) Any fraud, whether or not material, that invedymanagement or other employees who have a simiifiole in the registrant’s
internal control over financial reporting.

April 30, 2012 /sl Claire S. Bean
Claire S. Bea
Chief Financial Office




Exhibit 32.1.

Certificate of the Chief Executive Officer

Certification of the Chief Executive Officer Pursuant to
18 U.S.C. Section 1350,
As Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report of Northedancorp. (the “Company”) on Form IQfor the quarterly period ended March 31, 201
filed with the Securities and Exchange Commissionhe date hereof (the “Report”), I, Richard Waya® Chief Executive Officer of the
Company, hereby certify pursuant to 18 U.S.C. 138Gdopted pursuant to 906 of the Sarbanes-Oxdepf&R002, that:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d), as applicable, of teeBities Exchange Act of 1934, as
amended; and

(2) The information contained in the Report faphesents, in all material respects, the finanaaldition and results of operations of the
Company for the dates and the periods covereddRéport.

This certification shall not be deemed “filed” fany purpose, nor shall it be deemed to be incotpdray reference into any filing under the
Securities Act of 1933 or the Securities Exchangedk 1934 regardless of any general incorpordtimguage in such filing.

April 30, 2012 /s/ Richard Wayne
Richard Wayn
Chief Executive Office




Exhibit 32.2.

Certificate of the Chief Financial Officer

Certification of the Chief Financial Officer Pursuant to
18 U.S.C. Section 1350,
As Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report of Northiedancorp. (the “Company”) on Form IQfor the quarterly period ended March 31, 201
filed with the Securities and Exchange Commissiorthe date hereof (the “Reportf) Claire Bean, as Chief Financial Officer of ther@any
hereby certify pursuant to 18 U.S.C. 1350, as abptrsuant to 906 of the Sarbanes-Oxley Act oR2€tat:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d), as applicable, of teeBities Exchange Act of 1934, as
amended; and

(2) The information contained in the Report fajphesents, in all material respects, the finanaaldition and results of operations of the
Company for the dates and the periods covereddRéport.

This certification shall not be deemed “filed” fany purpose, nor shall it be deemed to be incotpdray reference into any filing under the
Securities Act of 1933 or the Securities Exchangedk 1934 regardless of any general incorpordtimguage in such filing.

April 30, 2012 /s/ Claire S. Bean
Claire S. Bea
Chief Financial Office




