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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q

X Quarterly report pursuant to Section 13 or 15 fdhe Securities Exchange Act of 1934

For the quarterly period end: September 30, 201
____Transition report pursuant to Section 13 ofd)=f the Securitie?Exchange Act of 1¢
For the transition period for to

Commission File Numbe 1-14588

Northeast Bancorp
(Exact name of registrant as specified in its war

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

(207) 7863245

Registrant's telephone number, including area code

Not Applicable
Former name, former address and former fiscal yeelnanged since last report.

Indicate by check mark whether the registrant € filed all reports required to be filed by Secti® or 15 (d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsfiech shorter period that the registrant was redquodile such reports), and (2) has been
subjected to such filing requirements for the [S@stlays. Yes X No__

Indicate by check mark whether the registrant ldsmstted electronically and posted on its corpovesd site, if any, every Interactive Data
File required to be submitted and posted pursuaRile 405 of Regulation S-T (§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). Yes  No _

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, maccelerated filer or a smaller reporting
company. See definition of "accelerated filer” rja accelerated filer* and “smaller reporting comyyan Rule 12b-2 of the Exchange Act.
(check one): Large accelerated filer __ Acceleréited__ Non-accelerated filer ___ Smaller RepmtCompany X

Indicate by check mark whether the registrantshell company (as defined by Rule 12b-2 of the Brge Act). Yes_ No X

Indicate the number of shares outstanding of e&tedssuer's classes of common stock, as ofatiest practicable date. As of November 10,
2010, the registrant had outstanding 2,331,332eshafrcommon stock, $1.00 stated value per share.

Part I. Financial Informatior

Item 1. Consolidated Financial Stateme

Consolidated Balance Sheets
September 30, 2010 (Unaudited) and June 30,

Consolidated Statements of Income (Unaudited)
Three Months Ended September 30, 2010 and

Consolidated Statements of Changes in Stockhsll&quity (Unaudited)
Three Months Ended September 30, 2010 and

Consolidated Statements of Cash Flows (Unadidite
Three Months Ended September 30, 2010 and

Notes to Consolidated Financial Statements (Unad}

Item 2. Management's Discussion and Analysis of Financtaddtion and Results of Operatic



Quantitative and Qualitative Disclosure about MamRisk

Unregistered Sales of Equity Securities and Udero€eed:

Item 3.

Item 4. Controls and Procedur:
Partll.  Other Informatior

Item 1. Legal Proceeding

Item 1.a. Risk Factors

Item 2.c.

Item 3. Defaults Upon Senior Securiti

Item 4. Removed and Reserv

Item 5. Other Informatior

Item 6. Exhibits

PART 1 - FINANCIAL INFORMATION

Iltem 1. Financial Statemer

Cash and due from ban
Interest-bearing deposits

Total cash and cash equivale

Available-for-sale securities, at fair val
Loans hel-for-sale

Loans receivabl
Less allowance for loan losses
Net loans

Premises and equipment, |

Acquired assets, n

Accrued interest receivab

Federal Home Loan Bank stock, at ¢
Federal Reserve Bank stock, at ¢
Goodwill

Intangible assets, net of accumulated amortizatfd®,497,806 at 09/30/10 and $2,322,847 at 6/3

Bank owned life insuranc
Other assets

Total assets

NORTHEAST BANCORP AND SUBSIDIARY
Consolidated Balance She:

Assets

Liabilities and Stockholders' Equi

Liabilities:
Deposits

Demand
NOW
Money marke
Regular saving
Brokered time deposi
Certificates of deposit

Total deposit:

Federal Home Loan Bank advanu

September 3C  June 30
2010 2010
(Unaudited) (Audited)
$ 3,078,65 $ 7,019,49

44,446,60 13,416,06
47,525,25 20,435,55
157,022,41 164,187,70

5,736,121 14,254,09
378,431,43 382,308,51
5,862,001 5,806,001
372,569,43 376,502,51
7,968,48 7,997,05.
974,34: 1,292,16:
1,991,64! 2,080,52i
4,889,401 4,889,401
596,75( 596,75(
4,082,60. 4,082,60.
7,113,08! 7,288,04
13,412,89 13,285,90
4,930,19! 5,714,47
$628,812,60 $622,606,78
$ 36,510,15 $ 35,266,38
54,217,48 50,833,90
57,300,83 55,556,01
39,105,04 38,189,86
4,886,37! 4,883,25!
190,994,74 199,467,79
383,014,63 384,197,22
50,500,00 50,500,00



Structured repurchase agreeme

Shor-term borrowings

Junior subordinated debentures issued to affiliiests
Capital lease obligatio

Other borrowing

Other liabilities

Total liabilities

Commitments and contingent liabiliti

Stockholders' equit

Preferred stock, $1.00 par value, 1,000,000 sharderized; 4,227 shares issued and outstar
at September 30, 2010 and June 30, 2010; liquidatieference of $1,000 per sh.

Common stock, at stated value, 15,000,000 shatbsrized; 2,331,332 and 2,323,832 shi
issued and outstanding at September 30, 2010 ared3y 2010, respective

Warrants

Additional paic-in capital

Retained earning

Accumulated other comprehensive income

Total stockholders' equity

Total liabilities and stockholders' equity

NORTHEAST BANCORP AND SUBSIDIARY
Consolidated Statements of Inco
(Unaudited)

Interest and dividend incom

Interest on loan

Taxable interest on availal-for-sale securitie

Tax-exempt interest on availal-for-sale securitie

Dividends on availab-for-sale securitie

Dividends on Federal Home Loan Bank and Federag¢fReBank stocl
Other interest and dividend income

Total interest and dividend income

Interest expenst

Deposits

Federal Home Loan Bank advan:

Structured repurchase agreeme

Shor-term borrowings

Junior subordinated debentures issued to affiligtests
Obligation under capital lease agreem

Other borrowings

Total interest expense
Net interest and dividend income before provisianiéan losse

Provision for loan losses
Net interest and dividend income after provisionlé@n losses

Noninterest income
Fees for other services to custon
Net securities losse
Gain on sales of loar
Investment commissior
Insurance commissior
BOLI income
Other income

Total noninterest income

Noninterest expens

65,000,00 65,000,00
53,777,53 46,167,85
16,496,00 16,496,00
2,192,63. 2,230,63!
2,508,37! 2,629,66!
4,064,24! 4,479,35!
577,553,42 571,700,72
4,221 4,221
2,331,33 2,323,83
133,46¢ 133,46¢
6,822,91. 6,760,54!
38,027,72 37,337,54
3,939,51i 4,346,44.
51,259,18 50,906,05

$628,812,60 $622,606,78

Three Months Ende

September 3(

2010 2009
$ 574190 $ 6,041,31
1,543,66! 1,713,08!
118,36 115,46!
9,34¢ 7,38¢
8,70( 8,95¢
11,83¢ 5,60¢
7,433,81i 7,891,80!
1,522,59 2,054,29i
466,50« 404,06!
707,63: 771,75!
171,42¢ 142,23!
172,95: 205,16
28,06¢ 29,95!
38,99: 56,77¢
3,108,17 3,664,23
4,325,641 4,227,56!
459,00! 423,46:
3,866,63! 3,804,10!
366,49t 365,08:
12,33 27,707
948,26: 210,02:
548,35( 452,79!
1,439,31i 1,584,49:
126,98. 125,00(
72,71: 3,31(
3,514,44 2,768,40!




Salaries and employee bene 3,351,37. 3,401,10:

Occupancy expens 403,40: 434,46"
Equipment expens 378,13! 355,46(
Intangible assets amortizati 174,95¢ 186,11
Other 1,683,90! 1,547,44.
Total noninterest expense 5,991,77 5,924,59
Income before income tax exper 1,389,30 647,92.
Income tax expense 428,61! 152,25:
Net income $ 960,69 $  495,66!
Net income available to common stockholders $ 899,86 $ 434,88

Earnings per common sha

Basic $ 03¢ $ 0.1¢

Diluted $ 03t $ 0.1¢

Net interest margin (tax equivalent ba: 2.9¢% 3.01%
Net interest spread (tax equivalent ba 2.7¢% 2.8%
Return on average assets (annuali: 0.61% 0.32%
Return on average equity (annualiz 7.4(% 4.1(%
Efficiency ratio 76% 85%

NORTHEAST BANCORP AND SUBSIDIARY
Consolidated Statements of Changes in StockholHqrsty
Three Months Ended September 30, 2010 and

(Unaudited)
Additional Accumulated
Other
Preferrec  Common Paid-in Retained Comprehensive
Stock Stock  Warrantc  Capital Earnings (Loss) Income  Total
Balance at June 30, 20 $ 4,227 $2,321,33. $133,46( $6,708,99 $36,697,71 $ 1,451,14. $47,316,88
Net income for three months ended 09/3( - - - - 495,66 - 495,66
Other comprehensive income net of t
Net unrealized loss on purchased interest
caps and swa (32,61) (32,61)
Net unrealized gain on investments availe
for sale, net of reclassification adjustment - - - - - 1,654,01 1,654,01
Total comprehensive incon 2,117,07!
Dividends on preferred stox - - - - (52,839 - (52,839
Dividends on common stock at $0.09 per st - - - - (208,92() - (208,92()
Stock options exercise - - - - - -
Accretion of preferred stoc - - - 6,64¢ (6,64¢) - -
Amortization of issuance cost of preferred st - - - 1,30(C (2,300 - -
Balance at September 30, 2009 $ 4,227 $2,321,33. $133,46¢ $6,716,94. $36,923,67 $ 3,072,551 $49,172,19
Balance at June 30, 20 $ 4,227 $2,323,83 $133,46¢ $6,760,54' $37,337,54 $ 4,346,44. $50,906,05
Net income for three months ended 09/3( - - - - 960,69: - 960,69
Other comprehensive income net of t
Net unrealized loss on purchased interest
caps and swa - - - - - (199,210 (199,21()
Net unrealized loss on investments avail:
for sale, net of reclassification adjustment - - - - - (207,719 (207,71)
Total comprehensive incon 553,76¢
Dividends on preferred stox - - - - (52,839 - (52,839
Dividends on common stock at $0.09 per st - - - (209,689 - (209,68

Stock options exercise - 7,50( - 54,37t - - 61,87¢
Accretion of preferred stoc - - - 6,68¢ (6,689 - -
Amortization of issuance cost of preferred st - - - 1,30(C (2,300 - -




Balance at September 30, 2010

NORTHEAST BANCORP AND SUBSIDIARY
Consolidated Statements of Cash Flt
(Unaudited)

Cash flows from operating activitie
Net income
Adjustments to reconcile net income to net ¢ provided by operating activitie
Provision for loan losse
Provision made for deferred compensa
Write-down of availabl-for-sale securitie
Write-down of noi-marketable securitie
Write-down of acquired asse
Amortization of intangible asse
Deferred income tax bene
BOLI income, ne
Depreciation of premises and equipm
Net gain on sale of availal-for-sale securitie
Net loss on sale of acquired ass
Net change in loans hefor-sale
Net amortization (accretion) of securit
Change in other assets and liabiliti
Interest receivabl
Decrease in prepayment FDIC assesst
Other assets and liabilitic

Net cash provided by operating activities

Cash flows from investing activitie
Proceeds from the sales of availi-for-sale securitie
Purchases of availal-for-sale securitie
Proceeds from maturities and principal paym: on availabl-for-sale securitie
Loan originations and principal collections, |
Purchases of premises and equipn
Proceeds from sales of premises and equip
Proceeds from sales of acquired as

Net cash provided by (used in) investing activities

Cash flows from financing activitie
Net decrease in depos
Advances from the Federal Home Loan B
Net repayments on Federal Home Loan Bank overmighance:
Net increase in sh¢-term borrowings
Dividends paic
Issuance of common sto
Repayment on debt from insurance agencies acquis
Repayment on capital lease obligat

Net cash provided by financing activities
Net decrease in cash and cash equiva
Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of period

Supplemental schedule of cash flow informati
Interest paic
Income taxes pai

Supplemental schedule of noncash investing financing activities

$ 4,227 $2,331,33. $133,46¢ $6,822,91. $38,027,72 $ 3,939,51L

$51,259,18

Three Months Ende

September 3(

2010 2009
960,69: $ 495,66
459,00! 423,46:
52,48t 43,14:

- 26,16¢

- 3,35(
45,25( -
174,95¢ 186,11°
- (49,409

(126,98 (125,001
260,27. 245,32:
(12,339 (27,70))
49,111 131,43

8,5617,97. (1,127,40)
30,75¢ (28,46
88,88( 66,76:
124,78( -
99,697 (237,31)

10,724,54 26,12¢
40,95¢ 1,121,88:

(5,000,62)  (21,065,13)

11,791,81 10,658,16

3,350,311 2,795,52!
(260,99) (304,489
29,29t -
347,22: 215,92¢

10,297,98 (6,578,12)

(1,182,58) (4,479,10)

- 5,000,001
- (815,001

7,609,67: 4,802,30!
(262,52)) (261,759
61,87¢ -
(121,28) (113,88()
(37,999 (36,119

6,067,16. 4,096,44;

27,089,69 (2,455,54)
20,435,55 13,022,64
$ 47,525,25 $ 10,567,09
$ 3,095500 $ 3,687,42

30,00(



Transfer from loans to acquired ass $ 179,43: $ 253,576

Transfer from acquired assets to lo 55,67( 44,57(
Change in valuation allowance for unrealized lo: (gains) on availab-for-sale securities, net of t (406,92) 1,621,40
Net change in deferred taxes for unrealized lo (gains) on availab-for-sale securitie 209,62 (835,27()

The accompanying notes are an integral part oktheasolidated financial statemet

NORTHEAST BANCORP AND SUBSIDIARY
Notes to Consolidated Financial Statements
September 30, 2010
(Unaudited)

1. Basis of Presentation

The accompanying unaudited condensed and consaldifiaancial statements have been prepared in d@eoe with accounting principles
generally accepted in the United States of Amedncanterim financial information and with the imgttions to Form 10-Q and Article 10 of
Regulation S-X. Accordingly, they do not includédadlthe information and notes required by accaumfirinciples generally accepted in the
United States of America for complete financiatestaents. In the opinion of management, the accogipgrtonsolidated financial stateme
contain all adjustments (consisting principallynefmal recurring accruals) considered necessarg fair presentation of the Company's
financial position at September 30, 2010, the tssafloperations for the three month periods erlatember 30, 2010 and 2009, the
changes in stockholders' equity for the three mpetinds ended September 30, 2010 and 2009, arwhsheflows for the three month peri
ended September 30, 2010 and 2009. Operatingsdsulthe three month period ended September 3@ afe not necessarily indicative of
the results that may be expected for the fiscal gading June 30, 2011. For further informatioferd¢o the audited consolidated financial
statements and notes thereto for the fiscal yededdune 30, 2010 included in the Company's AnReabrt on Form 10-K.

2. Junior Subordinated Debentures Issued toiafiitl Trust

NBN Capital Trust Il and NBN Capital Trust Il weoeeated in December 2003. NBN Capital Trust IV wasated in December 2004. E:
such trust is a Delaware statutory trust (togetther,'Private Trusts"). The exclusive purpose efRmivate Trusts was (i) issuing and selling
common securities and preferred securities invafeiplacement offering (the “Private Trust Seesf, (ii) using the proceeds of the sale of
the Private Trust Securities to acquire Junior Sdinated Deferrable Interest Notes ("Junior Submatiid Debentures”); and (iii) engaging
only in those other activities necessary, convarvetincidental thereto. Accordingly, the Juniob8udinated Debentures are the sole asst
each of the Private Trusts.

The following table summarizes the Junior Subor@iddebentures issued by the Company to eachagdfilitrust and the Private Trust
Securities issued by each affiliated trust at Saptr 30, 2010. Amounts include the Junior Subotdoh®ebentures acquired by the affilia
trusts from the Company with the capital contrilouity the Company in exchange for the common séesigf such trust. The trust preferred
securities (the “Preferred Securities”) were saltiwo separate private placement offerings. The om has the right to redeem the Junior
Subordinated Debentures, in whole or in part, oaftar March 30, 2009, for NBN Capital Trust Il akid and on or after February 23, 2010,
for NBN Capital Trust IV, at the redemption prigeesified in the associated Indenture plus accrugdibpaid interest to the redemption date.

Trust Junior
Preferred Common Subordinatec  Interest
Affiliated Trusts Securities Securities Debenture: Rate Maturity Date
NBN Capital Trust Il $ 3,000,00i 93,00( 3,093,001 3.0¢% March 30, 203«
NBN Capital Trust IlI 3,000,001 93,00( 3,093,001 3.0¢% March 30, 203«
NBN Capital Trust IV 10,000,00 310,00( 10,310,00 2.25% February 23, 203
Total $ 16,000,00 496,00( 16,496,00 2.55%

NBN Capital Trust Il and Il pay a variable ratesbd on three month LIBOR plus 2.80%, and NBN Céapitast IV pays a variable rate ba:
on three month LIBOR plus 1.89%. Accordingly, theferred Securities of the Private Trusts currep#ly quarterly distributions at an anr
rate of 3.09% for the stated liquidation amoun$df000 per Preferred Security for NBN Capital Tiusind 11l and an annual rate of 2.23%
for the stated liquidation amount of $1,000 perf&red Security for NBN Capital Trust IV. The Commyahas fully and unconditionally
guaranteed all of the obligations of each truse gharanty covers the quarterly distributions azghpents on liquidation or redemption of -
Private Trust Securities, but only to the extenfuoids held by the trusts. Based on the curreasrand the impact of the interest rate swap
referred to below, the annual interest expensderPteferred Securities is approximately $675,000.

The Junior Subordinated Debentures each have \ariates indexed to three-month LIBOR. Duringtthelve months ended June 30, 2010,
the Company purchased two interest rate caps aidteanst rate swap to hedge the interest rateonisotional amounts of $6 million and
$10 million, respectively, of the Company’s JurBubordinated Debentures. Each was a cash flow hedganage the risk to net interest
income in a period of rising rates.

The interest rate caps hedge the junior subordim@bt resulting from the issuance of trust prefésecurities by our affiliates NBN Capital
Trust Il and NBN Capital Trust Ill. The notional aomt of $3 million for each interest rate cap représ the outstanding junior subordinated
debt from each trust. The strike rate is 2.505% Tbmpany will recognize higher interest expenstherjunior subordinated debt for t



first 200 basis points increase in three-month LIB@nce three-month LIBOR rate exceeds 2.505% qumeaerly reset date, there will be a
payment by the counterparty to the Company atdhewing quarter end. The effective date of theghaised interest rate caps was Septembe
30, 2009 and matures in five years.

The interest rate swap hedges the junior subomlingébt resulting from the issuance of trust pretestock by our affiliate NBN Capital
Trust IV. The notional amount of $10 million repeats the outstanding junior subordinated debt fitumtrust. Under the terms of the
interest rate swap, Northeast pays a fixed rateG8% quarterly for a period of five years from #féective date of February 23, 2010. We

receive quarterly interest payments of three maBOR plus 1.89% over the same term.
See Note 13 for additional information on derivasiv

3. Loans

The following is a summary of the composition cihg at:

September 30, 201

June 30, 2010

Residential real esta $ 154,898,38 $ 155,499,223
Commercial real esta 122,154,16 121,384,74
Constructior 7,752,78! 5,524,46!
Commercial 29,171,97 30,138,90
Consumer & Other 63,348,59: 68,488,79

Total 377,325,90 381,036,14
Net Deferred Cost 1,105,53: 1,272,37!

Total Loans $ 378,431,43 % 382,308,51

4. Allowance for Loan Losses

The following is an analysis of transactions in #filewance for loan losses:

Three months Ended

September 3(

2010 2009
Balance at beginning of peric $ 5,806,000 $ 5,764,001
Add provision charged to operatio 459,00! 423,46.
Recoveries on loans previously charged off 15,91: 33,23¢

6,280,91! 6,220,69
Less loans charged off 418,91¢ 435,69
Balance at end of period $ 5,862,000 $ 5,785,00

5. Securities

Securities available-for-sale at amortized costauuloximate fair values and maturities at Septer@0e2010 and June 30, 2010 are

summarized below:

September 30, 201 June 30, 201
Amortized Fair Amortized Fair
Cost Value Cost Value
Debt securities issued by U. S. Governr-sponsored enterpris $ 12,590,00 $ 12,680,69 $ 8,583,080 $ 8,649,13
Mortgage-backed securitie 116,050,90 122,412,77 126,536,94 133,861,54
Municipal bonds 11,904,02 12,371,06 11,905,39 12,007,32
Collateralized Mortgage Obligatic 7,068,17 7,331,36: 7,330,76! 7,422,97
Corporate bond 996,46( 1,020,67 994,08: 1,029,533
Equity securities 934,21 736,75t 1,044,08. 775,74
Trust preferred securities 584,31. 469,09: 584,31. 441 45
$150,128,08 $157,022,41 $156,978,65 $164,187,70
The gross unrealized gains and unrealized lossevaitable-for-sale securities are as follows:
September 30, 201 June 30, 201
Gross Gross Gross Gross
Unrealized Unrealized Unrealized Unrealized
Gains Losses Gains Losses
Debt securities issued by U. Governmer-sponsored enterpris $ 90,69¢ - 66,05¢ -
Mortgage-backed securitie 6,361,86! - 7,327,01 2,41¢
Municipal bonds 481,57: 14,53 166,09( 64,15¢



Collateralized Mortgage Obligatic 263,18! - 92,20t -

Corporate bond 24,21¢ - 35,45 -
Equity securitie: 14,85: 212,31( 5,13¢ 273,47
Trust preferred securities 1,622 116,84. 60 142,91¢

$ 7,238,01. 343,68: 7,692,01 482,96

The following summarizes the Company’s gross uizedllosses and fair values aggregated by investoaagory and length of time that
individual securities have been in a continuoualized loss position, at September 30, 2010 and 30, 2010:

Less than 12 Montt More than 12 Month Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
September 30, 201
Municipal bonds $ - - 588,64 14,53: 588,64 14,53
Equity securitie: 28,89¢ 4,75¢ 493,69¢ 207,55: 522,59: 212,31(
Trust preferred securities 21,64¢ 50 339,07¢ 116,79. 360,72 116,84.
$ 50,54 4,80¢ 1,421,42. 338,87« 1,471,96! 343,68
Less than 12 Montt More than 12 Month Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
June 30, 201C
Mortgagebacked securities 161,09! 2,41¢ - - 161,09! 2,41¢
Municipal bonds 2,607,58; 19,91¢ 830,59 44 24( 3,438,17. 64,15¢
Equity securitie: 189,77! 10,32¢ 472,67¢ 263,14! 662,45! 273,47:
Trust preferred securities 95,05¢ 72€ 338,74" 142,19: 433,80: 142,91¢
$ 3,053,50 33,38¢ 1,642,01 449 57¢ 4,695,52. 482,96°

Management of the Company, in addition to considecurrent trends and economic conditions that affgct the quality of individual
securities within the Company's investment pontfadilso considers the Company's ability and inieiold such securities to maturity or
recovery of cost. Management does not believe atlyeoCompany's available-for-sale securities @hermthan-temporarily impaired at
September 30, 2010, except as discussed below.

Based on management's assessment of availableléosecurities, there has not been an other-thmapeeary decline in market value of
certain trust preferred and equity securities ffierthree months ended September 30, 2010. Durinthtbe months ended September

30, 2009, impairment of available-for-sale secesitivas $26,165, and are included in other nonisttesepense in the consolidated statements
of income.

Management evaluates securities for other-than-deanp impairment at least on a quarterly basisrance frequently when economic or
market conditions warrant such evaluation. The stwent securities portfolio is generally evaludtadother-than-temporary impairment
under ASC 320-10, Investments — Debt and Equity Securitfes

The Company adopted the provisions of ASC 320-1@e year ended June 30, 2009, which was apmiedisting and new debt securities
held by the Company as of April 1, 2009. For thdebt securities for which the fair value of thewsdy is less than its amortized cost, the
Company does not intend to sell such security,itaisdnore likely than not that it will not be reiged to sell such security prior to the
recovery of its amortized cost basis less any tiesses, ASC 320-10 requires that the credit corepbof the other-than-temporary
impairment losses be recognized in earnings whaenbncredit component is recognized in other celmasive income, net of related taxes.

The following table summarizes other-than-temporargairment losses on securities for the three troahded September 30, 2010:

Trust
Equity Preferred
Securities Securities Total

Total othe-thar-temporary impairment loss $ - - -
Less: unrealized other-than-temporary losses
recognized in other comprehensive 185s - - -

Net impairment losses recognized in earni® $ - - -

() Represents the noncredit component of the ofter-temporary impairment on the securities.
(2) Represents the credit component of the other-thiaporary impairment on securities.

The amortized cost and fair values of availables@le debt securities at September 30, 2010 arel3wr2010, by contractual maturity, are
shown below. Actual maturities may differ from c@uwtual maturities because borrowers may haveigheto call or prepay obligations wi



or without call or prepayment penalties.

Due in one year or le:

Due after one year through five ye
Due after five years through ten ye

Due after ten yeal
Mortgage-backed securities and collateralized naqtg

obligations (including securities with intereates ranging
from 4.0% to 6.4% maturing February 2013 to Smjpier 2038)

6. Advances from the Federal Home Loan Bank

September 30, 201 June 30, 201
Amortized Fair Amortized Fair
Cost Value Cost Value
$ 996,46( $ 1,020,670 $ 994,08 $ 1,029,533
12,590,00 12,680,69 5,000,00!I 5,011,85!
2,638,39I 2,723,81! 4,749,82. 4,804.08!
16,918,11 17,447,69 11,322,95 11,281,96
116,050,90 122,412,77 133,867,71 141,284,51
$149,193,87 $156,285,65 $155,934,57 $163,411,95

A summary of borrowings from the Federal Home L8amk is as follows:

September 30, 201

Principal Maturity Dates For Periods Ending
Amounts Interest Rate September 3(
$ 8,000,001 3.99%- 4.99% 2011
15,000,00 2.55-3.99 2013
5,000,001 3.08 2014
7,500,001 2.91- 3.05 2015
10,000,00 4.26 2017
5,000,001 4.29 2018
$ 50,500,00
June 30, 201
Principal Maturity Dates For Periods Ending
Amounts Interest Rate June 30
$ 3,000,001 4.99% 2011
5,000,001 3.99 2012
15,000,00 2.55-3.99 2013
12,500,00 2.91-3.08 2015
10,000,00 4.26 2017
5,000,001 4.29 2018
$ 50,500,00

The Federal Home Loan Bank has the option to @8|(00,000 of the outstanding advances at Septedih@010. The options are
continuously callable quarterly until maturity.

7. Structured Repurchase Agreements

The total outstanding structured repurchase agreesnbalance at September 30, 2010 was $65,000,000.

September 30, 201

Imbeddec

Amount InterestRate Cap/Floor Amountof Cap/Floor Strike Rate Maturity
$20,000,00( 4.68% Purchased Cay $40,000,00( Expired August 28, 201:
$10,000,00( 3.98% Sold Floors $20,000,00( Expired August 28, 201:
$10,000,00( 4.18% Purchased Cay $10,000,00( 4.88% December 13, 201
$10,000,00( 4.30% Purchased Cay $10,000,00( 3.79% July 3, 201z
$10,000,00( 4.44% Purchased Cay $10,000,00( 3.81% September 23, 201
$ 5,000,00( 2.86% None March 25, 2014
$65,000,00(

June 30, 201
Imbeddec

Amount InterestRate Cap/Floor Amountof Cap/Floor Strike Rate Maturity
$20,000,00( 4.68% Purchased Cay $40,000,00( Expired August 28, 201:
$10,000,00( 3.98% Sold Floors $20,000,00( Expired August 28, 201:
$10,000,00( 4.18% Purchased Cay $10,000,00( 4.88% December 13, 201



$10,000,00( 4.30% Purchased Cay $10,000,00( 3.79% July 3, 201z

$10,000,00( 4.44% Purchased Cay $10,000,00( 3.81% September 23, 201
$ 5,000,00( 2.86% None March 25, 2014
$65,000,00(

No leveraging strategies were implemented in fi2€dl0. For the leveraging strategies implemendiscal 2009, the Company pledg
mortgage-backed securities of $28,217,084, at timepas collateral for $25,000,000 borrowed irethtransactions. The transactions
maturing July 2013 and September 2015 of $10,000:@@h had imbedded interest rate caps as sumuhamiee table above. The interest
rate caps reduced our balance sheet risk to ristegest rates. They cannot be called by the issudhree years ending July 3, 2011 and for
four years ending September 23, 2012, respectitzggh agreement can be called quarterly theredfertransaction in March 2009, which
did not have imbedded interest rate caps or fladlswed the Company to extend its funding at afable interest rate. The issuer has no call
option unless the Company no longer maintains eg¢goy “well-capitalized status” or is subject toegulatory cease and desist order. Interest
is paid quarterly. The interest rates are fixedlierterm of the three agreements.

The Company is subject to margin calls on eactstration to maintain the necessary collateral irféhm of cash or other mortgage-backed
securities during the borrowing term.

Payments would be received on the interest rate wéen three-month LIBOR exceeds the strike ratthemuarterly reset date. The amount
of the payment would be equal to the differencevben the strike rate and thremnth LIBOR multiplied by the notional amount o&tbap ti
be made 90 days after the reset date. The purciraseelst rate caps expire at the end of the ndirpedods noted above.

The collateral pledged was FNMA, FHLMC and GNMALisd mortgage-backed securities with a fair valuge®,544,617 and cash of
$7,455,061 as of September 30, 2010.

8. StockBased Compensation

The Company has stock-based employee compensddios, pvhich are described more fully in Note 1hef June 30, 2010 audited
consolidated financial statements. In accordantie ASC 718-10-25, “Compensation — Stock Compensatioverall-Recognition,” the
Company recognizes expense for new options awameédo awards modified, repurchased or canceledeShere were no new options
granted (or modifications of existing options) aigrithe three months ended September 30, 2010,pemsa was recognized.

9. Capital Lease

In fiscal 2006, the Company recognized a capitdeobligation for its new headquarters known asSibuthern Gateway building located at
500 Canal Street in Lewiston, Maine. The presahiesof the lease payments over fifteen years (#5@4per year for each of the initial ten
years of the lease term and $305,987 per yeawmfdr ef the last five years) exceeded 90% of thevidue of the Southern Gatew

building. Northeast Bank's commercial lending anderwriting, consumer loan underwriting, loan s&ng, deposit operations, accounting,
human resources, risk management, and executivimithation departments occupy the approximatelfp@d square feet of space.

The future minimum lease payments over the remgiteénm of the lease and the outstanding capitaklebligations at September 30, 2010
are as follows:

2011 $ 264,26.
2012 264,26:
2013 264,26:
2014 264,26:
2015 271,21¢
2016 and thereafter 1,480,25(
Total minimum lease paymer 2,808,51¢
Less imputed interest 615,88
Capital lease obligation $ 2,192,63

10. Other Expenses
Other expenses include the following for the thremnths ended September 30, 2010 and 2009:

Three Months Ende

September 3(
2010 2009
Professional fee $ 350,09( $ 348,35!
FDIC insurance 176,23: 150,00(
Advertising expens 116,88 124,45:
Computer services and processing ¢ 222,87 224,63
Loan expens 246,53! 98,60¢
Telephone expent 72,87¢ 95,95!
Write-down of availabl-for-sale securitie - 26,16¢

Write-down of noi-marketable securitie - 3,35(



Other 498,41 475,92°
$ 168390 $ 154744

11. Insurance Agency Acquisitions

Northeast Bank Insurance Group, Inc. acquired nserance agency in fiscal 2009, three insurancecigein fiscal 2008 and four insurar
agencies in fiscal 2007. Each acquisition was nzesde purchase of assets for cash and a note heiixteption of the Palmer Insurance
Agency, which was the purchase of stock for cashaanote, and the Goodrich Insurance Associateishwias a purchase of assets for cash.
Each agency operates at the location being usthe éitne of the acquisition except: Goodrich, whigds relocated to our agency office in
Berwick, Maine; Hartford, which was relocated ta agency office in Auburn, Maine; and Russell, ihicas relocated to the agency office
in Anson, Maine.

All acquisitions were accounted for using the pasghmethod and resulted in increases in goodwdlicaistomer list and non-compete
intangibles on the consolidated balance sheepuithase and sale agreements, except the agreawmlatitsyy to the Russell Insurance
Agency and Hartford Insurance Agency, call for @uaion in the purchase price should the stipulatégdmum commission revenue levels
not be attained over periods of one to three ykeans the purchase date. During the year ended 3002008, other borrowings and goodwill
related to the Southern Maine acquisition were cediby $98,332 in accordance with this stipulatiime customer list intangibles and
estimated useful lives are based on estimates drtimrd-party appraiser. The useful lives of thiesengibles range from eleven to twenty-
four years. Non-compete intangible useful livesar®rtized over a range of ten to fifteen years.

The debt incurred is payable to the seller of eamncy. Each note bears an interest rate of 6.5@%terms as follows: the Palmer debt is
payable over a term of seven years; the Sturtedebitis payable over a term of three years; theéhfeon Maine debt is payable over a term of
four years; and the Russell debt is payable overm of two years. Hartford, Spence & Matthews, Hiyter are payable over a term of seven
years. Hartford, Spence & Matthews, and Hyler raefet of $100,000, $800,000, and $200,000, respgtiwhich bears no interest and |
been recorded at its present value assuming autiscate of 6.50%. Northeast Bank guaranteed therg@ayment to each seller.

Northeast Bank Insurance Group, Inc. leases theedffcations for Sturtevant, Southern Maine anéeHywhich are operating leas:
Northeast Bank acquired Palr's agency building and land in January 2007.

The results of operations of all agencies have beduded in the consolidated financial statemeaitise their acquisition date. There is no
pro-forma disclosure included because the agemuidgdually, and in aggregate, were not considesigaificant acquisitions.

Acquisitions
Purchase price 2009 2008
Cash paic $ 715,00( 3,701,25!
Debt incurrec - 2,823,931
Acquisition costs 2,71C 36,35¢
Total $ 717,71 6,561,541
Allocation of purchase prict
Goodwill $ 100,16( 1,545,11
Customer list intangibl 480,00( 3,905,001
Non-compete intangibl 135,001 1,100,001
Fixed and other asse 2,55( 11,43(
Deferred income taxes - -
Total $ 717,71 6,561,541

$2,902,501 of the total goodwill acquired is dethletfor tax purposes.

Northeast Bank Insurance Group, Inc. acquired $-Anson Insurance Agency, Inc. on September 29, 2004 acquisition was accounted
for using the purchase method and resulted in #mes list intangible asset of $2,081,500, whichemg amortized over twelve years.

The customer list of our Mexico, Maine insuranceragy office (“Mexico”) was sold to UIG, Inc. on Damber 31, 2009. The customer list
and certain fixed assets of our Rangeley, Mainerarsce agency office (“Rangeley”) were sold to Mar& Furbish Insurance Agency on
January 31, 2010. Since these offices were pdheoSolon-Anson Insurance Agency, Inc. acquire@eptember 29, 2004, the customer list
intangibles were allocated based upon the grossnission revenues for the Mexico and Rangeley difecea percentage of the total
commission revenue of the Solon-Anson Insurancenfgenc. The land and buildings in Mexico and Relag have been listed for sale by
Northeast Bank Insurance Group, Inc. Impairmeneesgp of $45,611 and $91,080 was recognized fdvitheco and Rangeley building
respectively, in order to adjust the carrying valteethe expected sales price. The Rochester, flit¢ ovas closed in May, 2010, and
servicing of customer accounts from that office wassferred to the Berwick, ME office.

The following summarizes entries made to recordsties for the year ended June 30, 2010:

Mexico Rangeley
Sale price $ 269,57! 279,79:




Allocated customer list, net of amortizati 153,80: 145,65¢
Fixed assets, net of accumulated depreci: - 5,04¢
Gain recognize: $ 115,77. 129,08¢

12. Fair Value Measurements

In accordance with ASC 820, the Company groupassets and liabilities measured at fair value iegltevels, based on the markets in wi
the assets and liabilities are traded and thehiétiaof the assumptions used to determine faluga

Level 1 - Valuations for assets and liabilitiedd in active exchange markets, such as the New Stmck Exchange. Level 1 also includes
U.S. Treasury and other U.S. Government sponsaredprise securities that are traded by dealebsakers in active markets. Valuations
obtained from readily available pricing sourcesrfarket transactions involving identical assetbadnilities.

Level 2 - Valuations for assets and liabilitiedtd in less active dealer or broker markets. Valnatare obtained from third party pricing
services for identical or comparable assets oililis.

Level 3 - Valuations for assets and liabilitiesttaee derived from other methodologies, includipgian pricing models, discounted cash flow
models and similar techniques, are not based okaherchange, dealer, or broker traded transactigngl 3 valuations incorporate certain
assumptions and projections in determining thevaliue assigned to such assets and liabilities.

A financial instrument’s level within the fair vadthierarchy is based on the lowest level of inpat ts significant to the fair value
measurement.

A description of the valuation methodologies usadristruments measured at fair value, as welhageneral classification of such
instruments pursuant to the valuation hierarchgeisforth below. These valuation methodologiesvegplied to all of the Company’s
financial assets and financial liabilities carragdair value at September 30, 2010 and June 3().20

The Company’s exchange traded equity securitieg@merally classified within level 1 or level 2tbe fair value hierarchy because they are
valued using quoted market prices, broker or depletations, or alternative pricing sources withsenable levels of price transparency.

The Company’s investment in municipal, corporaté agency bonds and mortgage-backed securitiesableailor-sale is generally classified
within level 2 of the fair value hierarchy. For sieesecurities, we obtain fair value measuremeats fndependent pricing services. The fair
value measurements consider observable data thaihelade dealer quotes, market spreads, cash flitvedJ.S. treasury yield curve, trading
levels, market consensus prepayment speeds, orEdination and the instrument’s terms and condgio

Level 3 is for positions that are not traded iractnarkets or are subject to transfer restrictisatuations are adjusted to reflect illiquidity
and/or non-transferability, and such adjustmergsganerally based on available market evidencidmbsence of such evidence,
management’s best estimate is used. Subsequanitiabvaluation, management only changes leveliiiis and assumptions when evidence
such as transactions in similar instruments, cotagler pending third-party transactions in the ulyitey investment or comparable entities,
subsequent rounds of financing, recapitalizatioth @her transactions across the capital structfferings in the equity or debt markets, and
changes in financial ratios or cash flows indicaled initial valuation needs to be updated.

The Company did not have any significant transéérassets or liabilities between Levels 1 and theffair value hierarchy during the three
months ended September 30, 2010.

The following summarizes assets measured at faievar the period ending September 30, 2010 and 30, 2010.
Assets Measured At Fair Value On A Recurring Basis

Fair Value Measurements at Reporting Date Us
Quoted Price

in
Active Significant
Markets for Other Significant
Identical Observable  Unobservabl
Assets Inputs Inputs
September 30, 2010: Total Level 1 Level 2 Level 3

Securities availab-for-sale $157,022,41 3,705,84! 153,316,56 -
Other asset- purchased interest rate ce 52,30¢ - 52,30¢ -

Fair Value Measurements at Reporting Date Us

Quoted Price

in
Active Significant
Markets for Other Significant
Identical Observable  Unobservabl

Assets Inputs Inputs



June 30, 2010: Total Level 1 Level 2 Level 3

Securities availab-for-sale $164,187,70 3,717,19 160,470,50 -
Other asset- purchased interest rate ce 113,58t - 113,58t -

The Companys impaired loans and acquired assets are reportihe &air value of the underlying collateral ifogyment is expected sol
from the collateral. Collateral values are estirdaising level 2 inputs based upon appraisals ofaimproperties obtained from a third pa
For Level 3 input, collateral values are based @magemens$ estimates pending appraisals from third partyatédn services or immine
sale of collateral.

Assets Measured At Fair Value On A Nonrecurring Bais

Fair Value Measurements at Reporting Date Us
Quoted Price

in
Active Significant
Markets for Other Significant

Identical Observable Unobservabl

Assets Inputs Inputs
September 30, 2010: Total Level 1 Level 2 Level 3
Impaired Loan $ 1,097,93 - - 1,097,93
Acquired asset 814,89 814,89
Premise: 371,47 371,47

Fair Value Measurements at Reporting Date Us
Quoted Price

in
Active Significant
Markets for Other Significant

Identical Observable  Unobservabl

Assets Inputs Inputs
June 30, 2010: Total Level 1 Level 2 Level 3
Impaired Loan: $ 1,019,56: - - 1,019,56:
Acquired asset 500,95t - - 500,95t
Premise: 402,10: 402,10:

The following tables show the changes in the falugs of impaired loans measured on a nonrecubdsgs using significant unobservable
inputs (Level 3) for the three months ended Sepér@b, 2010 and 2009.

2010 2009
Beginning balance at July $ 1,019,56: 1,195,68!
Loans transferred in and/or out of Level 3 78,37¢ (164,246
Ending balance at September 30 $ 1,097,93 1,031,43

The following table shows the changes in the falug of acquired assets measured on a nonrectaisig using significant unobservable i
(Level 3) for the three months ended Septembe2G00.

2010
Beginning balance at July $ 500,95¢
Loans transferred in and/or out of Level 3 313,94:
Ending balance at September 30 $ 814,89°

The following table shows the changes in fair valfipremises measured on a nonrecurring basis sgjngficant unobservable inputs (Level
3) for the three months ended September 30, 2010.

2010
Beginning balance at July $ 402,10:
Premises transferred out 30,63
Ending balance at September 30 $ 371,47z

Liabilities Measured At Fair Value On A Recurring Basis

Fair Value Measurements at Reporting Date Us

Quoted Price
in
Active Significant



Markets for Other Significant

Identical Observable Unobservabl

Assets Inputs Inputs
September 30, 2010: Total Level 1 Level 2 Level 3
Derivative financial instrumen $ 654,69¢ - - 654,69¢

Fair Value Measurements at Reporting Date Us
Quoted Price

in
Active Significant
Markets for Other Significant
Identical Observable Unobservabl
Assets Inputs Inputs
June 30, 2010: Total Level 1 Level 2 Level 3
Derivative financial instrumen $ 412 ,58¢ - - 412,58¢

The following table shows the change in the failugaof derivative financial instruments measuredaorecurring basis using signific
unobservable inputs (Level 3) for the three moetided September 30, 2010.

2010
Beginning balance at July $ 412,58t
Transferred in 242,10¢
Ending balance at September 30 $ 654,69¢

The Companys derivative financial instruments are generallgsslified within level 3 of the fair value hierarchiyor these financi
instruments, the Company obtains fair value measentés from independent pricing services. The falue measurements utilize
discounted cash flow model that incorporates antsicers observable data that may include publiebilable third party market quotes,
developing the curve utilized for discounting figwash flows.

Fair value estimates, methods and assumptions aretdorth below for the Company's significant finangal instruments .

Cash and Cash EquivalertT he fair value of cash, due from banks, interestring deposits and FHLB overnight deposits appnates thei
relative book values, as these financial instruméate short maturities.

Available-for-sale Securities The fair value of available-for-sale securitis®stimated based on bid prices published in fiahnewspapers
or bid quotations received from securities dealers.

Federal Home Loan Bank and Federal Reserve Bardk- The carrying value of Federal Home Loan Bank (Biiktock and Federal
Reserve Bank (FRB) stock approximates fair valusetan redemption provisions of the FHLB and th8 FR

Loans and Loans he-for-sale- Fair values are estimated for portfolios of loaith similar financial characteristics. The faalue of
performing loans is calculated by discounting sciedi cash flows through the estimated maturity gigistimated market discount rates that
reflect the credit and interest rate risk inherarthe loan. The estimates of maturity are basetherCompany's historical experience with
repayments for each loan classification, modifeesirequired, by an estimate of the effect of cureennomic conditions, lending conditions
and the effects of estimated prepayments.

Fair value for significant nonperforming loans &sbd on estimated cash flows and is discounted asiate commensurate with the risk
associated with the estimated cash flows. Assumgtiegarding credit risk, cash flows and discoates are developed using available
market information and historical information.

Management has made estimates of fair value usseguht rates that it believes to be reasonablevaver, because there is no market for
many of these financial instruments, managemenhbdmsis to determine whether the fair value prtesewould be indicative of the value
negotiated in an actual sale.

The fair value of loans held-for-sale is estimateded on bid quotations received from loan dealers.

Interest Receivabl- The fair value of this financial instrument apgroates the book value as this financial instruntexgt a short maturity. It
is the Company's policy to stop accruing intereskoans past due by more than ninety days. Thezefois financial instrument has been
adjusted for estimated credit loss.

Derivative financial instrument: Fair value for interest rate caps and interatd swap agreements are based upon the amouniedety
settle the contracts.

Deposits- The fair value of deposits with no stated mayusuch as noninterest-bearing demand depositsigga\ NOW accounts and money
market accounts, is equal to the amount payabtearand. The fair values of time deposits are basdtie discounted value of contractual
cash flows.



The discount rate is estimated using the rate®ntlyroffered for deposits of similar remaining orities.

The fair value estimates do not include the betiedit results from the low-cost funding providedtbg deposit liabilities compared to the
cost of borrowing funds in the market. If that \v@las considered, the fair value of the Comparetsssets could increase.

Borrowings- The fair value of the Company's borrowings wiith Federal Home Loan Bank is estimated by discogritie cash flows
through maturity or the next repricing date basedurrent rates available to the Company for bomge with similar maturities. The fair
value of the Company’s short-term borrowings, adpéase obligations, structured repurchase agnetsna@d other borrowings is estimated
by discounting the cash flows through maturity lolage current rates available to the Company fordwings with similar maturities.

Junior Subordinated Debentur- The fair value of the Company's Junior Subordin&elentures is estimated based on current intextest
Due-to-Broker- The fair value of due-to-broker approximates yiag value due to their short term nature.

Commitments to Originate Loanghe Company has not estimated the fair valueofroitments to originate loans due to their sharhte
nature and their relative immateriality.

Limitations- Fair value estimates are made at a specific poitiine, based on relevant market information arfdrimation about the financi
instrument. These values do not reflect any premoutiscount that could result from offering fotesat one time the Company's entire
holdings of a particular financial instrument. Besa no market exists for a significant portionhef Company's financial instruments, fair
value estimates are based on judgments regardingefaxpected loss experience, current economiditons, risk characteristics of various
financial instruments and other factors. Thesevests are subjective in nature, involve uncertaéndind matters of significant judgment, and
therefore cannot be determined with precision. @barin assumptions could significantly affect théneates.

Fair value estimates are based on existing on Hnoatance sheet financial instruments without attémgpb estimate the value of anticipa
future business and the value of assets and tiabithat are not considered financial instrume@tler significant assets and liabilities that
are not considered financial instruments includedéferred tax asset, premises and equipment tarjible assets, including the customer
base. In addition, the tax ramifications relateth®realization of the unrealized gains and loss@shave a significant effect on fair value
estimates and have not been considered in aneadtimates.

The following table presents the estimated faiugabf the Company's significant financial instrutseat September 30, 2010 and June
2010:

September 30, 201 June 30, 201
Carrying Estimated Carrying Estimated
Value Fair Value Value Fair Value

(Dollars in Thousands
Financial asset:
Cash and cash equivalel $ 47,52¢ 47,52¢ 20,43¢ 20,43¢

Available-for-sale securitie 157,02: 157,02: 164,18t 164,18t
Regulatory stock (FHLB and FRI 5,48¢ 5,48¢ 5,48¢ 5,48¢
Loans hel-for-sale 5,73¢ 5,75( 14,25¢ 14,28¢
Loans, ne 372,56¢ 382,96 376,50: 387,00¢
Accrued interest receivab 1,99 1,99 2,081 2,081
Other asset- purchased interest rate ce 52 52 114 114
Financial liabilities:
Deposits (with no stated maturit 187,13« 187,13« 179,84t 179,84t
Time deposit: 195,88: 201,05: 204,35 209,75¢
Federal Home Loan Bank advan: 50,50( 53,901 50,50( 53,90"
Structured repurchase agreeme 65,00( 71,24« 65,00( 70,891
Other borrowing: 2,50¢ 2,671 2,63( 2,801
Shor-term borrowings 53,77¢ 53,77¢ 46,16¢ 46,16¢
Capital lease obligatic 2,19¢ 2,43¢ 2,231 2,481
Junior subordinated debentures issued to affiliiests 16,49¢ 6,76t 16,49¢ 6,76t
Other liabilities— interest rate swaps ( 65E 65E 41% 41%

(1) included in Other Assets in the consolidateldee sheet
13. Derivatives

The Company has stand alone derivative financittuments in the form of interest rate caps whietivé their value from a fee paid ¢
adjusted to its fair value based on its index aimikes rate, and a swap agreement which derivevatae from the underlying intert
rate. These transactions involve both credit aadckst risk. The notional amounts are amounts oigtwbalculations, payments and the vi
of the derivative are based. Notional amounts alorepresent direct credit exposures. Direct trexibosure is limited to the net differe
between the calculated amounts to be received aiad ipany. Such differences, which representfttievalue of the derivative instrumer
is reflected on the Compa’s balance sheet as derivative assets and deriviatbiities.



The Company is exposed to creditated losses in the event of nonperformance byctiunterparties to these agreements. The Cor
controls the credit risk of its financial contradtsrough credit approvals, limits and monitoringogedures, and does not expect
counterparties to fail their obligations. The Compaeals only with primary dealers.

Derivative instruments are generally negotiated @bGtracts. Negotiated OTC derivative contracesganerally entered into between
counterparties that negotiate specific agreememisteincluding the underlying instrument, amoumgreise prices and maturity.

Risk Management Polici— Hedging Instruments
The Company evaluates the effectiveness of entémtogany derivative instrument agreement by meaguhe cost of such an agreemer
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 debt ssuece of funds for use in the Companiending and investment activities and ¢
general business purposes. These debt obligatxpese the Company to variability in interest pagtselue to changes in interest rate:
interest rates increase, interest expense incre&smsversely, if interest rates decrease, interggénse decreases. Management believe
prudent to limit the variability of a portion ofsitinterest payments and, therefore, generally hedgportion of its variableate interes
payments. To meet this objective, management®irttr interest rate caps whereby the Companyveseiariable interest payments abo
specified interest rate and swap agreements whetebyCompany receives variable interest rate paysnand makes fixed interest r
payments during the contract period.

At September 30, 2010, the information pertainmgutstanding interest rate caps and swap agresrasatl to hedge variable rate debt
follows:
Interest Rate Interest Rate

Caps Swap
Notional amoun $ 6,000,00 10,000,00
Weighted average pay re 4.6%
Weighted average receive ri 2.2%
Strike rate based on 3 month LIB(C 2.505%
Weighted average maturity in ye: 4.0C 4.4C
Unrealized losse $ 270,66t 654,69t

The Company purchased two interest rate caps 26,880 which expire September 30, 2014. The swegeatent provided for the Comps
to receive payments at a variable rate determiyeadpecified index (three month LIBOR) in exchaf@emaking payments at a fixed rate.

During the three months ended September 30, 2@lhterest rate cap or swap agreements were tetadinmior to maturity. At Septemt
30, 2010, the unrealized loss relating to intemedé caps and swaps was recorded in derivativdlitie® in accordance with AS
815. Changes in the fair value of interest rafss@nd swaps designated as hedging instrumertie oftiability of cash flows associated v
longterm debt are reported in other comprehensive iecolthese amounts subsequently are reclassifiedintérest expense as a vyi
adjustment in the same period in which the relatéerest on the longerm debt affects earnings. None of the other cetmmsive incorn
was reclassified into interest expense during liheet months ended September 30, 2010.

Risk management results for the three months eBégtember 30, 2010 related to the balance shegirtiedf longterm debt indicates tr
the hedges were 100% effective and that there wasomponent of the derivative instrumengsiin or loss which was excluded from
assessment of hedge effectiveness.

As of September 30, 2010, none of the losses regdmtother comprehensive income related to therést rate caps and swap agreemen
expected to be reclassified into interest expessa yeld adjustment of the hedged borrowings dutire three months ended Decembe
2010.

September 30, 2010 Asset Derivative:
Derivatives designated as hedging instruments uA8€r 815:

Balance Sheet Locatic Fair Value
Interest Rate Cay Other Asset: $ 52,30¢
Interest Rate Sway Other Liabilities 654,69¢
June 30, 2010 Asset Derivative!
Derivatives designated as hedging instruments uA8€r 815:

Balance Sheet Locatic Fair Value
Interest Rate Contrac Other Asset: $ 113,58t
Interest Rate Sway Other Liabilities 412,58t

See Note 7, Structured Repurchase Agreementsdétitianal information on purchased interest raggsca

14. Recent Accounting Pronouncements




In January 2010, the FASB issued ASU 2010-06, “bwuprg Disclosures about Fair Value Measurement$ie ASU requires disclosing the
amounts of significant transfers in and out of Uelvand 2 of the fair value hierarchy and descglime reasons for the transfers. The
disclosures became effective for reporting perioeiginning after December 15, 2009. The CompanptedoASU 2010-06 as of January 1,
2010. Additionally, disclosures of the gross paiss, sales, issuances and settlements activhg inevel 3 of the fair value measurement
hierarchy will be required for fiscal years begimgiafter December 15, 2010.

The Company did not have any significant transéérsssets or liabilities between Levels 1 and theffair value hierarchy during the three
months ended September 30, 2010.

In March 2010, the FASB issued ASU 2010-11, “ScBreeption Related to Embedded Credit Derivativesie ASU clarifies that certain
embedded derivatives, such as those containedtarcgecuritizations, CDOs and structured notiesyukl be considered embedded credit
derivatives subject to potential bifurcation angagate fair value accounting. The ASU allows aegddicial interest issued by a securitiza
vehicle to be accounted for under the fair valutoopat transition. At transition, the Company n&gct to reclassify various debt securitie
an instrument-by-instrument basis) from held-toumét (HTM) or available-for-sale (AFS) to tradind.he new rules are effective July 1,
2010. The Company is currently analyzing the impdthe changes to determine the population dfumsents that may be reclassified to
upon adoption.

In April 2010, the FASB issued ASU 2010-1&ffect of a Loan Modification When the Loan is Paifra Pool That is Accounted for as a S
Asset.” As a result of this ASU, modificationslo&ns that are accounted for within a pool unddat&uic 31030 do not result in the remov
those loans from the pool even if the modificatidthose loans would otherwise be considered @tenlidebt restructuring. An entity will
continue to be required to consider whether thé pbassets in which the loan is included is imediif expected cash flows for the pool
change. The amendments in this ASU are effectiveniodifications of loans accounted for within ppahder Subtopic 3180 occurring in 1
first interim or annual period ending on or aftalyJ15, 2010. The amendments are to be appliebpodively. Early application is permitted.

In July 2010, the FASB issued ASU 2010-20, “Disales about the Credit Quality of Financing Receiealand the Allowance for Credit
Losses.” This ASU is created to provide finanstaltement users with greater transparency aboemtiy’s allowance for credit losses anc
credit quality of its financing receivables. TISU is intended to provide additional informati@nassist financial statement users in asst
the entitys credit risk exposures and evaluating the adeqoiity allowance for credit losses. The amendsénthis ASU are effective as
the end of a reporting period for interim and admaporting periods ending on or after December2tA,0. The disclosures about activity
occurs during a reporting period are effectiveifberim and annual reporting periods beginning oafter December 15, 2010.

15. Pending Merger

On March 30, 2010, Northeast Bancorp (“NortheastiDounced that it had entered into an AgreemenPéandof Merger (the "Merger
Agreement") with FHB Formation, LLC of Boston, alBware limited liability company ("FHB"). Pursuatat the terms and conditions set
forth in the Merger Agreement, FHB will merge wihd into Northeast (the "Merger"), with Northeashtinuing as the surviving corporati
(the "Surviving Corporation").

At the effective time of the Merger, each shar&loftheast's common stock, par value $1.00 per sheseed and outstanding immediately
prior to the effective time of the Merger ("Nortls¢&€ommon Stock") will be converted into the rigihteceive, at the election of the holde
one share of common stock of the Surviving Corponatthe "Stock Consideration") or (ii) $13.93 (tH@ash Consideration"), subject to
allocation and proration procedures which proviu,tin the aggregate, 1,393,399 shares of Noiti@aamon Stock will be converted into
the Stock Consideration and the remaining sharesitstanding Northeast Common Stock will be coreceimto the Cash Consideration. In
exchange for the aggregate Cash Consideratioreiarttount of approximately $12.9 million and a ceshitribution equal to approximately
$16.2 million, FHB's investors will receive sham#sSurviving Corporation common stock such thatmiadiately following the consummati
of the Merger, the FHB investors will own, in thggaegate, approximately 60% of the Surviving Cogtion common stock outstanding and
holders of Northeast Common Stock prior to the acamsation of the Merger will own, in the aggregateproximately 40% of the Surviving
Corporation common stock outstanding immediatellp¥dang the consummation of the Merger, on a fuljuted basis. In connection with
the Merger, each outstanding option to purchaseestat Northeast Common Stock will be converted ant option to purchase an identical
number of shares of the Surviving Corporation atshme exercise price as the Northeast option.

The Surviving Corporation's business plan aim&toforce and expand Northeast's established fraechind brand with employment growth,
stronger involvement in local communities and be¢asheet growth. In addition, the Surviving Corpioraintends to add a loan purchasing
and servicing program through the creation of anLaaquisition and Servicing Group. Through thisgwpthe Surviving Corporation expects
to blend an appropriate amount of purchased peifagricommercial loans into the portfolio and to depea servicing capability that is
expected to generate additional fee income fromagizuy commercial loans for the benefit of thirdtpauustomers.

The merger transaction will bring significant neapital and resources to further build upon Norttis@®mmunity banking and financial
services franchise. Northeast will retain its hegdters in Lewiston, Maine, and Northeastianagement and employees will continue in
positions with Northeast Bank. With this transagtiblortheast's customer accounts and retail lonatill not change, making this
transaction seamless for customers across all ghBasts business lines, including its investment grougrtileast Financial Services, anc
wholly-owned subsidiary, Northeast Bank Insuranceup, Inc.

On July 27, 2010, a majority of Northeast Bancdrareholders approved the Agreement and Plan of &leRggulatory approval is pending.

16. Subsequent Events

Management has evaluated subsequent events thikawggmber 10, 2010, which is the date the finargti@lements were available to



issued. There were no subsequent events thareegpjustment to, or disclosure in, the consolidéitgancial statements, except as

follows. As discussed in Note 15, on March 30,@Mortheast Bancorp announced that it had enfatedin Agreement and Plan of Merger
with FHB Formation, LLC of Boston, MA, a Delawaimlted liability company. On July 27, 2010, a mé#jpof Northeast Bancorp
shareholders approved the Agreement and Plan ofjéfleiRegulatory approval is pending.

ltem 2. Management's Discussion and Analysisimdificial Condition and Results of Operations

This Management's Discussion and Analysis of Firsi@ondition and Results of Operations presemeew of the results of operations for
the three months ended September 30, 2010 andaz@Dhe financial condition at September 30, 20idDune 30, 2010. This discussion
and analysis is intended to assist in understarttimgesults of operations and financial condittdiNortheast Bancorp and its wholly-owned
subsidiary, Northeast Bank. Accordingly, this setshould be read in conjunction with the consaéiddinancial statements and the related
notes and other statistical information containereim. See our annual report on Form 10-K, forfigeal year ended June 30, 2010, for
discussion of the critical accounting policiestod Company. Certain amounts in the prior year teeen reclassified to conform to the
current-year presentation.

A Note about Forward Looking Statements

This report contains certain "forward-looking stagnts" within the meaning of Section 27A of the B#ies Act of 1933 and Section 21E of
the Securities Exchange Act of 1934, such as stt&melating to our financial condition, prospeetiesults of operations, future
performance or expectations, plans, objectivespgots, loan loss allowance adequacy, simulati@hafges in interest rates, capital
spending and finance sources, and revenue soditese statements relate to expectations concenmatiggrs that are not historical facts.
Accordingly, statements that are based on managénpenjections, estimates, assumptions, and judtgrenstitute forward-looking
statements. These forward-looking statements, wduietbased on various assumptions (some of whecheyrond the Company's control),
may be identified by reference to a future periogeriods, or by the use of forward-looking termagy such as "believe", "expect",
"estimate", "anticipate”, "continue", "plan", "apprmately", "intend", "objective", "goal", "projettor other similar terms or variations on
those terms, or the future or conditional verbsag "will", "may"”, "should", "could", and "wouldn addition, the Company may from time
to time make such oral or written "forward-lookisigitements™ in future filings with the SecuritiegldExchange Commission (including

exhibits thereto), in its reports to shareholdarg] in other communications made by or with theayg of the Company.

Such forward-looking statements reflect our curréetvs and expectations based largely on informatiarrently available to our
management, and on our current expectations, asgurspplans, estimates, judgments, and projectinesit our business and our industry,
and they involve inherent risks and uncertaintddthough we believe that these forward-looking asta¢nts are based on reasonable estimate
and assumptions, they are not guarantees of fperfermance and are subject to known and unknosks runcertainties, contingencies, and
other factors. Accordingly, we cannot give you asgurance that our expectations will, in fact, oczithat our estimates or assumptions will
be correct. We caution you that actual resultsatdiffer materially from those expressed or implisdsuch forward-looking statements due
to a variety of factors, including, but not limitéal those related to the current disruptions efthancial and credit markets, the economic
environment, particularly in the market areas inalilthe Company operates, competitive productspaitihg, fiscal and monetary policies
the U.S. Government, changes in government regakatffecting financial institutions, including tdgtory fees and capital requirements,
changes in prevailing interest rates, acquisitanmd the integration of acquired businesses, crisftimanagement, asset/liability managen
changes in technology, changes in the securitiekatsa and the availability of and the costs asgedi with sources of liquidity. According|
investors and others are cautioned not to placeaineliance on such forward-looking statements.aRmiore complete discussion of certain
risks and uncertainties affecting the Company,qdesee "ltem 1. Business - Forward-Looking Statésnemd Risk Factors” set forth in our
Form 10-K for the fiscal year ended June 30, 20idthe additional risk factors in Part Il of thi8-@Q. These forward-looking statements
speak only as of the date of this report and waataindertake any obligation to update or revisedrihese forward-looking statements to
reflect events or circumstances occurring afterddie of this report or to reflect the occurrentaranticipated events.

Overview of Operations

This Overview is intended to provide a contexttfa following Management's Discussion and Analg$iginancial Condition and Results of
Operations, and should be read in conjunction withunaudited consolidated financial statementsuding the notes thereto, in this
quarterly report on Form 10-Q, as well as our adddonsolidated financial statements for the yaded June 30, 2010 as filed on FormKLO-
with the SEC. We have attempted to identify the tnmaportant matters on which our management focirsesaluating our financial
condition and operating performance and the sleont-and long-term opportunities, challenges, askbr{including material trends and
uncertainties) that we face. We also discuss thierawe are taking to address these opportunitieallenges, and risks. The Overview is not
intended as a summary of, or a substitute for rewi Management's Discussion and Analysis of FéfelrCondition and Results of
Operations.

Northeast Bank is faced with the following challesgincreasing intere-bearing, non-maturing deposits, decreasing nordatfans,
improving net interest margins, executing our gdaimcreasing noninterest income and improvingefiiiency ratio.

Interest-bearing, non-maturing deposits increaded fillion compared to June 30, 2010, primariynfrincreases in NOW account deposits
of $3.4 million, money market accounts of $1.7 ioil| savings accounts of $0.9 million and demargbdé accounts of $1.2 million.

Loans have decreased $3.9 million compared to 3Qn2010, due principally to a $5.1 million decieasconsumer loans. Excluding
consumer loans, there was a net increase of $1li8nrin the other loan portfolios.

The net interest margin was 2.96% for the quarnded September 30, 2010, a decrease of 5 basis goimpared to 3.01% for the quarter
ended September 30, 2009. Compared to the quadedelune 30, 2010, our net interest margin deededbasis point:



The net interest margin is expected to continugettrease over the near term. Since our balancéwhseasset sensitive at June 30, 2010,
the yield of interest-bearing assets is repricirggamuickly than the cost of interest-bearing liéibs, net interest income would generally be
expected to increase during a period of increasitggest rates (and a decrease in net interestnaaturing a period of declining interest
rates).

Management believes that the allowance for loasd®ss of September 30, 2010 was adequate, urdenpconditions, for the known credit
risk in the loan portfolio. While loan portfolio lsances and loan delinquencies decreased, non-aéoana and risk rated loans categorized as
special mention and doubtful have increased comga&eptember 30, 2010 to the levels at June 3@.2Z¥.a result, we increased our
allowance for loan losses by $56,000, to $5,862,88@ompared to June 30, 2010.

Our efficiency ratio, calculated by dividing norenést expense by the sum of net interest incomaanitterest income, was 76% and 85%
for the three months ended September 30, 2010 @0@, Pespectively. The ratio has decreased dugetmntrease in net interest income and
noninterest income as compared to the same peneg®ar ago.

Description of Operations

Northeast Bancorp (the "Company") is a Maine caapion and a bank holding company registered wighReéderal Reserve Bank of Bos
("FRB") under the Bank Holding Company Act of 1958e FRB is the primary regulator of the Compamg & supervises and examines
activities. The Company also is a registered Méimencial institution holding company under Mair&vliand is subject to regulation and
examination by the Superintendent of Maine Burddtirmancial Institutions. We conduct business froon headquarters in Lewiston, Maine
and, as of September 30, 2010, we had ten bankiicgg one financial center, two loan productidfices, and eleven insurance offices
located in western and south-central Maine andheastern New Hampshire. At September 30, 2010 ,adecbnsolidated assets of $628.8
million and consolidated stockholders' equity of million.

The Company's principal asset is all of the cagitatk of Northeast Bank (the "Bank"), a Maineestattartered universal bank. The
Company's results of operations are primarily ddpahon the results of the operations of the Ba@ihke. Bank's 10 offices are located in
Auburn, Augusta, Bethel, Brunswick, Buckfield, Haon, Lewiston, Poland, Portland, and South Plt&ne. The Bank's financial center is
located in Falmouth, Maine and houses our investimerkerage division which offers investment, irsme and financial planning products
and services. We operate residential real estategooduction offices in Portsmouth, New Hampshind Bangor, Maine.

In February, 2010, we opened a new branch in Poldathe. Our branch in Mechanic Falls was thenadipgnd the customer accounts from
the closed branch were transferred to the new BEddeanch. In January 2010, our branch located 28.8&hon Street in Lewiston was closed,
and the customer accounts from the closed brantéotidated into our branch at 500 Canal Street, iald.ewiston.

The Bank's wholly owned subsidiary, Northeast Blargurance Group Inc, is our insurance agency.ltsffices are located in Anson,
Auburn, Augusta, Berwick, Bethel, Jackman, LivermBalls, Thomaston, Turner, Scarborough, and S@aits, Maine. Eight agencies have
been acquired previously: Goodrich Insurance Asgesiwas acquired on May 15, 2009; Hyler Agencyhafmaston, Maine was acquired
December 11, 2008; Spence & Matthews, Inc. of Berwiaine and Rochester, New Hampshire was acqoinddovember 30, 2008;
Hartford Insurance Agency of Lewiston, Maine waguaed on August 30, 2008; Russell Agency of Madjddaine was acquired on June
28, 2008; Southern Maine Insurance Agency of Scatgh, Maine was acquired on March 30, 2008; Suarit and Ham, Inc. of Livermot
Maine was acquired on December 1, 2006; and Pdhmarance of Turner, Maine was acquired on NoveraBe2006. Following the
acquisitions, the Russell Agency was moved to aistiag agency office in Anson, Maine, the Hartféndurance Agency was moved to our
existing agency office in Auburn, Maine and Gooldricsurance Associates was moved to our existieg@goffice in Berwick, Maine. All

of our insurance agencies offer personal and cowiaigroperty and casualty insurance products.Ngge 6 in our June 30, 2010 audited
consolidated financial statements and Note 11 @f&bptember 30, 2010 unaudited consolidated finhstzEitements for more information
regarding our insurance agency acquisitions.

Bank Strategy

The principal business of the Bank consists ofating deposits from the general public and applyitose funds to originate or acquire
residential mortgage loans, commercial loans, coruiaereal estate loans and a variety of consumeand. The Bank sells residential
mortgage loans into the secondary market. The Bi#stkinvests in mortgage-backed securities and$msded by United States government
sponsored enterprises and corporate and muni@patities. The Bank's profitability depends prirhaan net interest income, which
continues to be our largest source of revenue aaffected by the level of interest rates, chamg@#terest rates and by changes in the an
and composition of interest-earning assets (iandand investments) and interest-bearing liadsli(i.e. customer deposits and borrowed
funds). The Bank also emphasizes the growth ofintarest sources of income from investment andrarste brokerage, trust management
and financial planning to reduce its dependencpeatrinterest income.

Our goal is to continue modest, but profitable wgioby increasing our loan and deposit market shaceir existing markets in western and
south-central Maine, closely managing the yieldsnderest-earning assets and rates on interesirlgdabilities, introducing new financial
products and services, increasing the number d barvices sold to each household, increasing nmést income from expanded trust
services, investment and insurance brokerage sspnand controlling the growth of non-interest exges. Additional acquisitions of
insurance agencies are not planned for the near ter

Results of Operations

Comparison of the three months ended Septemb&030, and 200¢



General

The Company reported consolidated net income aaila common shareholders of $899,864, or $0.3&leted share, for the three
months ended September 30, 2010 compared to $834880.19 per diluted share, for the three moatided September 30, 2009, an
increase of $464,979, or 107%. Net interest anidleind income increased $98,071, or 2%, as a reSaltower cost of funds. The provision
for loan losses increased $35,544, or 8%, compardte quarter ended September 30, 2009. Nonintei@sme increased $746,039, or 27%,
from increased gain on the sale of loans and invexst brokerage commissions. Noninterest expensedsed $67,182, or 1%, primarily due
to increased expenses related to loans in workwitraprocess of foreclosure and merger relatee esgs.

Annualized return on average equity ("ROE") andnmebn average assets ("ROA") were 7.40% and 0.8&8pgctively, for the quarter enc
September 30, 2010 as compared to 4.10% and 0r@3@ectively, for the quarter ended September @09 2The increases in the returns on
average equity and average assets were primaiyalthe increase in net income for the most regeatter.

Net Interest and Dividend Incon

Net interest and dividend income for the three memnded September 30, 2010 increased to $4,32&s6édmpared to $4,227,569 for
same period in 2009. The increase in net interedtévidend income of $98,071, or 2%, was primadlile to a decrease in deposit rates and
borrowings and by an increase in average earnisgfasf $23,856,900, or 4%, for the quarter endgade®nber 30, 2010 as compared to the
guarter ended September 30, 2009. The increaseiage earning assets was primarily due to anaseré average interest bearing deposits
of $20,811,798, or 244%, coupled with an increas&verage available-for-sale securities of $7,584,8r 5%, from the purchase of
mortgage-backed securities and US government eigerponds. Average loans decreased $4,518,719p00Average loans as a percentage
of average earning assets was 66% and 70% foutmtens ended September 30, 2010 and 2009, resglgctDur net interest margin, on a
tax equivalent basis, was 2.96% and 3.01% for tlaetgrs ended September 30, 2010 and 2009, resglgctDur net interest spread, on a tax
equivalent basis, for the three months ended SdyeB80, 2010 was 2.78%, a decrease of 5 basisspgfoimh 2.83% for the same period a
year ago. Comparing the three months ended Septe30p2010 and 2009, the yields on earning assstiedsed 54 basis points, and the

of interest-bearing liabilities decreased 49 bpsists. The decrease in the cost of interest-bgdidbilities reflects the lower interest rates
paid on maturing certificates of deposits, and e@ses in interest rates paid on interest-bearingmetturing deposits.

The changes in net interest and dividend income, tax equivalent basis, are presented in the stdhéelow, which compares the three
months ended September 30, 2010 and 2009.

Difference Due tc

Volume Rate Total
Investment: $ 88,38¢ $ (252,109 $ (163,720
Loans, ne (68,675 (228,76 (297,43)
FHLB & Other Deposit: 9,11% (2,889 6,23(
Total Interes-earnings Assel 28,82) (483,759 (454,92)
Deposits (10,97¢) (520,72) (531,699
Securities sold under Repurchase Agreem 33,71¢ (4,525 29,19«
Borrowings 82,59« (136,15() (53,556
Total Interes-bearing Liabilities 105,33 (661,394 (556,067
Net Interest and Dividend Incor $ (6,510 $ 17764 $ 101,13«

Rate/volume amounts which are partly attributableate and volume are spread proportionately betwekime and rate based on the di
change attributable to rate and volume. Borrowinghe table include junior subordinated notes, BHilorrowings, structured repurchase
agreements, capital lease obligation and otheoldngs. The adjustment to interest income and yaela fully tax equivalent basis was
$52,579 and $49,516 for the three months endec:Bdyetr 30, 2010 and 2009, respectiv

The Company's business primarily consists of therercial banking activities of the Bank. The susoafsthe Company is largely depend

on its ability to manage interest rate risk anda assult, changes in interest rates, as welluasuations in the level of assets and liabilities,
affecting net interest and dividend income. Thi& arises from our core banking activities: lendamgl deposit gathering. In addition to
directly impacting net interest and dividend incoiciganges in interest rates can also affect thauatrad loans originated and sold by the
Bank, the ability of borrowers to repay adjustatnieariable rate loans, the average maturity ofispghe rate of amortization of premiums
discounts paid on securities, the amount of urzedlgains and losses on securities available-ferssal the fair value of our saleable assets
and the resultant ability to realize gains. ThelBabalance sheet is currently an asset sensitis#iqn, where the yield of interest-bearing
assets reprices more quickly than the cost ofésteoearing liabilities. As a result, the Bank éngrally expected to experience a decrease in
its net interest margin during a period of decreggnterest rates, or an increase in its net isterargin during a period of increasing interest
rates.

As of September 30, 2010 and 2009, 54% and 49%ectsely, of the Bank's loan portfolio was compbsé adjustable rate loans based ¢
prime rate index or short-term rate indices sucthasne-year U.S. Treasury bill and three monBQR. Interest income on these existing
loans would increase if short-term interest ratesdase. An increase in short-term interest rataddralso increase deposit and FHLB
advance rates, increasing the Company's intergsinse. The impact on future net interest and diddacome from changes in market
interest rates will depend on, among other thiagsjal rates charged on the Bank's loan portfdéposit and advance rates paid by the Bank
and loan volume



Provision for Loan Losses

The provision for loan losses for the three momrthded September 30, 2010 was $459,005, an incoé&85,544, or 8%, from $423,461 for
the three months ended September 30, 2009. Weaised the allowance for loan losses by $56,000 amdo its June 30, 2010 balance by
recognizing a provision greater than net charge-&for our internal analysis of adequacy of thevedince for loan losses, we considered: the
decrease in net loans during the three months eBedptember 30, 2010; that net charge-offs forliheetmonths ended September 30, 2010
were virtually flat compared to the same perio@®99; the increase in net charge-offs of $144,62The quarter ended September 30, 2010
compared to the quarter ended June 30, 2010; aakin loan delinquency to 2.75% at Septembe2@X) compared to 2.84% at June 30,
2010 and 3.71% at September 30, 2009; an incré&&¥5@,000 in non-performing loans at Septembe28@0 compared to June 30, 2010;
and the slight decrease in internally classified ariticized loans at September 30, 2010 comparédine 30, 2010. Management deemed the
allowance for loan losses adequate for the righénloan portfolio. See Financial Condition forisadission of the Allowance for Loan Losses
and the factors impacting the provision for loassks. The allowance as a percentage of outstaluding increased to 1.55% at September
30, 2010 and 1.52% at June 30, 2010 compared 894lat September 30, 2009.

Noninterest Incom

Total noninterest income was $3,514,447 for thetguanded September 30, 2010, an increase of @39.60r 27%, from $2,768,408 for the
guarter ended September 30, 2009. This increaleeted a $82,323, or 63%, decrease in net losslero§ REO and other assets owned ir
quarter ended September 30, 2010, a $738,242 286 3Bcrease in gain on the sale of loans dueg&#9.0 million in residential real estate
loans sold into the secondary market for the quanded September 30, 2009 compared to $16.7 milxd in the same period one year
a $95,555, or 21%, increase in investment brokecagemissions, partially offset by a $145,182, or, @#crease in insurance agency
commissions. Excluding the two agency offices $a#dl year, the decrease in insurance commissiassi% which was attributable to the
competition for commercial property and casualtgtomers.

Noninterest Expens

Total noninterest expense for the three monthsce8dptember 30, 2010 was $5,991,776, an incread&70£82, or 1%, from $5,924,594 for
the three months ended September 30, 2009. Thisase was primarily due to a $136,465, or 9%, aseeén other noninterest expense dt
higher expenses incurred in loan workout, forealesaind REO expenses and professional fees inctaredir pending merger with FHB
Formation, LLC and conversion to a new ATM/debitccprocessor.

Income Taxes
For the three months ended September 30, 201hdremse in income tax expense was primarily dubaancrease in income before income

taxes as compared to the same periods in 2009h&dhree months ended September 30, 2010, incobjecs to tax was increased by non-
deductible merger related expenses. There wesinmitar expenses incurred for the quarter endedeBsper 30, 2009.

Efficiency Ratio

Our efficiency ratio, which is total noninterespexse as a percentage of the sum of net interdstigidend income and non-interest income,
was 76% and 85% for the three months ended Septe30b2010 and 2009, respectively. The decreatieciefficiency ratio for the three
months ended September 30, 2010 was due to aragecie net interest and noninterest income comparttte three months ended
September 30, 2009.

Financial Condition

Our consolidated assets were $628,812,606 and 882288 as of September 30, 2010 and June 30, &&@kctively, an increase of
$6,205,818, or 1%. This increase was primarily @uan increase in interest-bearing deposits of&1,541, or 231%, partially offset

by decreases of $7,165,285, or 4%, in availabls#te securities, $12,451,058, or 3% , in net lpgmtuding loans held for sale, $3,940,847,
or 56%, in cash and due from banks and a needserin the combination of premises and equipraeqtjired assets, accrued interest
receivable, goodwill, intangible assets, bank owlifednsurance and other assets of $1,267,533tHeothree months ended September 30,
2010, average total assets were $625,889,008cezsse of $21,934,994, or 4%, from $603,954,014heisame period in 2009. This aver
asset increase was primarily attributable to areim®e in interest-bearing deposits and availablsdte securities.

Total stockholders' equity was $51,259,180 and¥BE8)059 at September 30, 2010 and June 30, 20k atvely, an increase of $353,121,
or 1%, due to net income for the three months ei@galember 30, 2010, proceeds from the exercisok options partially offset by a
decrease in accumulated other comprehensive inemchéy dividends paid. Book value per outstandirayes was $20.16 at September 30,
2010 and $20.08 at June 30, 2010. Tangible boalevaér outstanding share was $15.36 at Septemb20380 and $15.19 at June 30, 2010.

Investment Securities

The available-for-sale investment portfolio was $,022,417 as of September 30, 2010, a decreasg16%285, or 4%, from $164,187,702
as of June 30, 2010. This decrease was primaréytathe cash flow from mortgage-backed securéiesthe sales of equity securities
partially offset by purchases of US government-spoed enterprise bonds with a two year maturity.

The investment portfolio as of September 30, 20dtsisted of mortgage-backed and debt securitiegdsby U.S. government-sponsored
enterprises and corporations, municipal bondst preferred securities and equity securities. Galherfunds retained by the Bank as a re



of increases in deposits or decreases in loanghwdre not immediately used by the Bank, are ikt securities held in its investment
portfolio. The investment portfolio is used as arse of liquidity for the Bank. The investment golib is structured so that it provides for an
ongoing source of funds for meeting loan and dépieshands and for reinvestment opportunities te takvantage of changes in the interest
rate environment. The investment portfolio averagi#si3,405,058 for the three months ended SepteBihe010 as compared to
$155,840,177 for the three months ended Septenth@0B9, an increase of $7,564,881, or 5%. Thiesse was due primarily to the
purchase of mortgage-backed securities.

Our entire investment portfolio was classified aailable-for-sale at September 30, 2010 and Jun2@ID, and is carried at market value.
Changes in market value, net of applicable incammes, are reported as a separate component ohstdeks' equity. Gains and losses on the
sale of securities are recognized at the time@f&tile using the specific identification methode Bimortized cost and market value of
available-for-sale securities at September 30, 20d@ $150,128,088 and $157,022,417, respectiVély.difference between the carrying
value and the cost of the securities of $6,894y829 primarily attributable to the increase in maskaue of mortgage-backed securities
above their cost. The net unrealized loss on eaityrities and trust preferred securities was SRR and the net unrealized gains on U.S.
government-sponsored enterprises bonds and morigedked, corporate debt, and municipal securitiee$7,207,009 at September 30,
2010. The U.S. government-sponsored enterprisesband corporate debt securities have increase@ikanvalue due to the recent
decreases in long-term interest rates as comparaghe 30, 2010. Substantially all of the U.S. goment-sponsored enterprise bonds and
mortgage-backed and municipal securities held mpoutfolio are high investment grade securiti€sve trust preferred and three preferred
stock securities in the bank’s portfolio had beewnlgraded by credit rating agencies below our itniest grade. Each of the trust preferred
and preferred stock securities was subject to impait testing at September 30, 2010. No additionphirment expense was recognized.
Management believes that the yields currently kagkdn this portfolio are satisfactory. Managenremtews the portfolio of investments on
an ongoing basis to determine if there have begrotrer than temporary declines in value. Somé&efcbnsiderations management takes
account in making this determination are marketiatbns of particular securities and an economédyesis of the securities' sustainable
market values based on the underlying companyfitgddity. Management plans to hold the equitySUgovernment-sponsored enterprise
bonds and mortgage-backed, corporate debt, muhgggarities, and trust preferred securities winakie market values below cost until a
recovery of market value occurs or until maturity.

Loan Portfolio

Total loans, including loans held-for-sale, of $3&%,552 as of September 30, 2010 decreased $1258%r 3%, from $396,562,610 as of
June 30, 2010. Compared to June 30, 2010, comrhezaleestate loans increased $769,419, or 1%g¢anstruction loans increased
$2,228,320, or 40%. The decreases in the othefofiost more than offset these increases. Thesedses were $8,512,973, or 60% in loans
held-for-sale, $600,849, or less than 1%, in redidereal estate loans, $966,927, or 3% in comiakl@ans, and $5,140,205, or 8% in
consumer and other loans. Deferred fees decred€&j8#83. Total loans, including loans held-for-saleraged $389,359,326 for the three
months ended September 30, 2010, a decrease d8$A7D, or 1%, compared to $393,878,105 for theethmonths ended September 30,
20009.

The Bank primarily lends within its local marketas, which management believes helps it to bettduate credit risk. The Bank's local
market, as well as the secondary market, contitaube very competitive for loan volume.

Residential real estate loans, excluding loans-fagldale, consisting of primarily own@ccupied residential loans, were 41% of total lcas

of September 30, 2010, 41% as of June 30, 201B&¥das of September 30, 2009. The variable ratdustas a percentage of total
residential real estate loans was 41%, 39% andf88the same periods, respectively. Generally, rgament has pursued a strategy of
increasing the percentage of variable rate loamspescentage of the total loan portfolio to hefnage interest rate risk. We currently plan to
continue to sell all newly originated residentigak estate loans into the secondary market to nesimégyest rate risk. Average residential real
estate mortgages of $154,786,176 for the three msamded September 30, 2010 increased $16,8940T2%, from $137,891,206 for the
three months ended September 30, 2009. This irexgas due to the increased mortgage originatiartefhcluding home equity lines and
loans. Purchased loans included in our loan paotire pools of residential real estate loans aedurom and serviced by other financial
institutions. These loan pools are an alternatveortgage-backed securities, and represented I%sidential real estate loans at September
30, 2010. The Bank has not pursued a similar gjyatecently.

Commercial real estate loans as a percentageabfidains were 32% as of September 30, 2010, Jur2030 and September 30, 2009,
respectively. Commercial real estate loans havénmailinterest rate risk because the portfolio cstssprimarily of variable rate products. T
variable rate products as a percentage of totahuential real estate loans were 96% as of Septe8ihet010, 96% as of June 30, 2010 and
94% as of September 30, 2009. The Bank tries tigaté credit risk by lending in its market areanedl as by maintaining a well-
collateralized position in real estate. Average o@rtial real estate loans of $121,433,020 for liheet months ended September 30, 2010
decreased $2,787,873, or 2%, from the same petiada9.

Construction loans as a percentage of total loare &% as of September 30, 2010, 1% as of Juriz030,and 1% as of September 30, 2(
Limiting disbursements to the percentage of coesitsn completed controls risk. An independent cétast or appraiser verifies the
construction progress. Construction loans have nitatlates of less than one year. Variable ratelpets as a percentage of total construction
loans were 83% as of September 30, 2010, 77% Asef 30, 2010 and 32% as of September 30, 2009age@eonstruction loans were
$6,626,197 and $5,430,908 for the three monthsceBeptember 30, 2010 and 2009, respectively, apase of $1,195,289, or 22%.

Commercial loans as a percentage of total loans ®%r as of September 30, 2010 and June 30, 2010%ra of September 30,

2009. Variable rate products as a percentage alf tcotmnmercial loans were 67% as of September 31),280% as of June 30, 2010, and 69%
as of September 30, 2009. The repayment abilisoafmercial loan customers is highly dependent erctsh flow of the customer's
business. The Bank mitigates losses by strictlyedd to the Company's underwriting and creditges. Average commercial loans of
$29,144,797 for the three months ended Septemb&030 increased $813,550, or 3%, from $28,331f@rkthe same period in 200



Effective October 31, 2008, we terminated all cansuindirect lending. Our decision to exit thisdiaf business was based on its low
profitability and our expectation that an acceptdbl/el of returns was not likely to be attaineduture periods.

Consumer and other loans as a percentage of ¢atas hwere 17% for the period ended September 3@, 20d 18% as of June 30, 2010 and
24% as of September 30, 2009. At September 30,, 20didect auto, indirect recreational vehicle, amdirect mobile home loans represented
19%, 52%, and 20% of total consumer loans and ZP% and 19% at June 30, 2010. Since these loansiararily fixed rate products, they
have interest rate risk when market rates increise consumer loan department underwrote all thizgdnt automobile, recreational vehicle
loans and mobile home loans to mitigate credit fidle Bank typically paid a orténe origination fee to dealers of indirect loafibe fees ar
deferred and amortized over the life of the loaa gield adjustment. Management attempted to atéigredit and interest rate risk by
keeping the products with average lives of no lorigan five years, receiving a rate of return comsugate with the risk, and lending to
individuals in the Bank's market areas. Averagesuarer and other loans were $65,824,043 and $9832%0r the three months ended
September 30, 2010 and 2009, respectively. The9$2/841, or 30%, decrease was due to the runadfidafect loans. The composition of
consumer loans is detailed in the following table.

Indirect loan portfolios included in consumer arkles loans are detailed in the following table.

Consumer Loans as

September 30, 201 June 30, 201
Indirect Auto $ 11,951,78 19% $ 14,168,49 21%
Indirect RV 33,138,15 52% 35,594,89 52%
Indirect Mobile Home 12,657,43 20% 12,996,77 190
Subtotal Indirec 57,747,37 91% 62,760,16 92%
Other 5,601,222 904 5,728,63 804
Total $_ 63,348,59 100y, $_ 68,488,79 100y,

Classification of Assets

Loans are classified as non-performing when reaciihdays or more delinquent or, when less thatle98 past due, when we judge that the
loan is likely to present future principal and/oterest repayment problems. In both situationsg@ase accruing interest. The Bank had non-
performing loans totaling $8,998,000 and $8,841 808eptember 30, 2010 and June 30, 2010, resplctdr 2.38% and 2.31% of total
loans, respectively. The Bank's allowance for llmmses was equal to 65% and 66% of the total nofomeing loans at September 30, 2010
and June 30, 2010, respectively. The followingaabkpresents the Bank's non-performing loans &epfember 30, 2010 and June 30, 2010:

Description September 30, 20. June 30, 201(

Residential Real Esta $ 3,357,000 $ 3,002,001
Commercial Real Esta 3,398,00!I 3,701,001
Commercial Loan 1,641,001 1,744,00
Consumer and Other 602,00( 394,00(
Total non-performing $ 8,998,001 $ 8,841,00i

Non-performing loans increased in the three monthedi@kptember 30, 2010 compared to June 30, 20b@uilsi from residential real

estate secured and consumer and other loans.ahtot-performing loans at September 30, 2010,882Q0D0 of these loans were current and
paying as agreed compared to $3,199,000 at JurzD20, a decrease of $1,035,000. This decreaseseqs loans that have been returned to
full accrual status. The Bank maintains thesedamnorperforming until the respective borrowers have destrated a sustainable perioc
performance. Approximately $116,000 of interesbme was not recognized due to the non accrualsstdtmon-performing loans for the

three months ended September 30, 2010. At Septe3ob@010, the Bank had $405,000 in loans clask#ecial mention or substandard
management believes could potentially become nofoqpeing due to delinquencies or marginal cash fiofhese special mention and
substandard loans decreased by $632,000 when cedhjgathe level of $1,037,000 at June 30, 2010.

The following table reflects the quarterly trendatal delinquencies 30 days or more past due aneperforming loans for the Bank as a
percentage of total loans:

9/30/10 6/30/10 3/31/10 12/31/09 09/30/09
3.31% 3.67% 4.88% 5.65% 4.46%

Excluding loans classified as non-performing bubsdicontractual principal and interest paymentareent, the Bank's total delinquencies
30 days or more past due, as a percentage oldata, was 2.75% as of September 30, 2010 and 3agl8bSeptember 30, 2009.

Allowance for Loan Losses

The Bank's allowance for loan losses was $5,862a808f September 30, 2010, an increase of $561/080the level at June 30, 2010,
representing 1.55% and 1.52% of total loans ate®aiper 30, 2010 and June 30, 2010, respectivelyalyement maintains this allowance :
level that it believes is reasonable for the ovgnadbable losses inherent in the loan portfolibe Bllowance for loan losses represents
management's estimate of this risk in the loanf@last This evaluation process is subject to nurerestimates and judgments. The frequ
of default, risk ratings, and the loss recovergsaaimong other things, are considered in makisgethaluation, as are the size and diversit



individual large credits. Changes in these estimateild have a direct impact on the provision amddresult in a change in the allowance.
The larger the provision for loan losses, the gretlite negative impact on our net income. Largéarte, commercial and commercial real
estate loans representing significant individuabidrexposures are evaluated based upon the batsoowerall financial condition, resources,
and payment record, the prospects for support &roynfinancially responsible guarantors and, if appate, the realizable value of any
collateral. The allowance for loan losses attridittethese loans is established through a probessnicludes estimates of historical and
projected default rates and loss severities, iataisk ratings and geographic, industry and o#mfironmental factors. Management also
considers overall portfolio indicators, includingrids in internally risk-rated loans, classifiedris, nonaccrual loans and historical and
forecasted write-offs and a review of industry, giaphic and portfolio concentrations, includingreat developments. In addition,
management considers the current business stratefgredit process, including credit limit settaogd compliance, credit approvals, loan
underwriting criteria and loan workout procedui@thin the allowance for loan losses, amounts pexified for larger-balance, commercial
and commercial real estate loans that have bedvidndlly determined to be impaired. These spec#gerves consider all available evidence
including, as appropriate, the present value oettgected future cash flows discounted at the sozamtractual effective rate and the fair
value of collateral. Each portfolio of smaller bada, residential real estate and consumer loacdlectively evaluated for impairment. The
allowance for loan losses is established pursueatprocess that includes historical delinquenay@aedit loss experience, together with
analyses that reflect current trends and conditibfaagement also considers overall portfolio iathes, including historical credit losses,
delinquent, non-performing and classified loarsnds in volumes, terms of loans, an evaluatiorvefall credit quality and the credit
process, including lending policies and procedareseconomic factors. For the three months endpteBer 30, 2010, we have not
changed our approach in the determination of tlegvahce for loan losses. There have been no mhtbi@ages in the assumptions or
estimation techniques as compared to prior peiipdgtermining the adequacy of the allowance fanltosses.

Management believes that the allowance for loasd®ss of September 30, 2010 was adequate congidleei level of risk in the loan
portfolio. While management believes that it useshiest information available to make its detertndma with respect to the allowance, there
can be no assurance that the Company will not tairerease its provision for loan losses in therfe as a result of changing economic
conditions, adverse markets for real estate ordétntors. In addition, various regulatory agencassan integral part of their examination
process, periodically review the Bank's allowararddan losses. These agencies may require the ®amkcognize additions to the allowance
for loan losses based on their judgments aboutrimdtion available to them at the time of their exaation.

Other Assets

Bank owned life insurance (BOLI) is invested in femeral account of three insurance companiesraseparate accounts of a fourth
insurance company. We rely on the creditworthirdssach insurance company for general account B®lities. For separate account B(
policies, the insurance company holds the undeglipond and stock investments in a trust for thekB&tandard and Poor's rated these
companies A+ or better at September 30, 2010.dsterarnings, net of mortality costs, increase sastender value. These interest earnings
are based on interest rates reset at least anpaatlyare subject to minimum interest rates. Thegeases were recognized in other income
and are not subject to income taxes. Borrowingrosuarendering the policy may subject the Bankttbine tax expense on the increase in
cash surrender value. For this reason, manageroesiders BOLI an illiquid asset. BOLI representdds26 of the Bank’s total risk-based
capital as of September 30, 2010, which meets 54 Rolicy limit and was attributable to the dedaotdf goodwill and intangibles from the
insurance agency acquisitions in calculating thekBatotal risk-based capital.

Goodwill of $4,082,604 as of September 30, 2010 wahanged from the balance as of June 30, 2016dv@b resulted from consideration
paid in excess of identified tangible and intangigsets from the eight insurance agency acquisititat occurred during the two fiscal years
ended June 30, 2009.

Intangible assets of $7,113,085 as of Septembe2) decreased $174,959, or 2%, from $7,288,044 &se 30, 2010 due to amortizati
This asset consists of customer lists and non-cteriptangibles from the insurance agency acquisti®ee Note 1 of the audited
consolidated financial statements as of June 300 #r additional information on intangible assets.

Capital Resources and Liquidity

The Bank continues to attract new local core amtificates of deposit relationships. As alternatbarirces of funds, the Bank utilizes FHLB
advances and brokered time deposits ("brokeredsitspowhen their respective interest rates arg tlean the interest rates on local market
deposits. FHLB advances are used to fund shortdiguidity demands and supplement the growth imiegr assets.

Total deposits of $383,014,635 as of Septembe2@D) decreased $1,182,588, or less than 1%, fr@#,$37,223 as of June 30, 2010. The
overall decrease in customer deposits was duestdebrease in certificates of deposit of $8,473,06@%. With approximately $32 million
of certificates of deposit maturing through Septen0, 2010, management did not promote certificateleposit, allowing these maturing
certificates of deposit to roll-over at lower rat&€he lack of promotion caused a number of cegtifis to be lost to competitors. Overall, this
lowered our cost of funds. Partially offsetting ttecrease in certificates of deposit, demand deposounts increased $1,243,769, or 4%,
NOW account balances increased $3,383,581, orii#mey market accounts increased $1,744,814, oaBésavings accounts increa:
$915,179, or 2%, during the three months endedeBdpr 30, 2010. Management's strategy is to offarmaturing, interedbearing deposit
with interest rates near the top of the marketti@et new relationships and cross sell additiategdosit accounts and other bank services.

Total average deposits of $385,557,883 for theethmenths ended September 30, 2010 decreased $366r48ss than 1%, compared to the
average for the three months ended September 80,d($385,718,322. This decrease in total avedagesits compared to September 30,
2009 was attributable to a decrease in averagéicates of deposit of $36,553,462, or 16%, anckbred deposits of $5,924,950, or 55%.
These decreases were partially offset by a $172835p0r 83%, increase in savings accounts, a $&8/88, or 42%, increase in money
market accounts, a $6,551,096, or 14%, increaBEOW accounts and a $1,723,552, or 5%, increasenmadd deposit accounts. Excluding
average brokered deposits, average customer depusitased $5,764,511, or 2%, for the three magrided September 30, 2010 comps



to the same period one year ago.

Like other companies in the banking industry, te@Bwill be challenged to maintain or increased@s: deposits and improve its net interest
margin. All interest-bearing non-maturing deposit@unts have market interest rates.

We use brokered deposits as part of our overatdlifighstrategy, and as an alternative to custonméficates of deposits, FHLB advances and
junior subordinated debentures, to fund the gravfthur earning assets. By policy, we limit the o§érokered deposits to 25% of total ass
At September 30, 2010 and June 30, 2010, brokereddeposits as a percentage of total assets we¥& fespectively, and 1.8% at
September 30, 2009. The weighted average mataritihé brokered deposits was approximately 1.3syear

Advances from the Federal Home Loan Bank of BogktLB) were $50,500,000 as of September 30, 20H0Jane 30, 2010, respectively.
At September 30, 2010, we had pledged U.S. govarhagency and mortgage-backed securities of $23%481as collateral for FHLB
advances. We plan to continue to purchase additgmuarities to pledge as collateral for advantégse purchases will be funded from the
cash flow from mortgage-backed securities and esdidl real estate loan principal and interest payts, and promotion of certificate of
deposit accounts and, if needed, brokered depésitldition to U.S. government agency and mortgaayeked securities, pledges of
residential real estate loans, certain commeregll @éstate loans and certain FHLB deposits frdieis, pledges and encumbrances are
required to secure FHLB advances. Municipal seesritannot be pledged to the FHLB. Average advafoesthe FHLB were $50,500,000
for the three months ended September 30, 2009\caease of $8,332,609, or 20%, compared to $42396@verage for the same period last
year.

Structured repurchase agreements were $65,000t@¥ptember 30, 2010 and June 30, 2010, respsctiVéé pledged $75,999,678 of
mortgage-backed securities and cash, which resfitted margin calls, as collateral. In addition éwéraging our balance sheet to improve net
interest income, three of six structured repurclageements have imbedded purchased interestapget@ reduce the risk to net interest
income in periods of rising interest rates. Averatyactured repurchase agreements were unchan@é®,800,000 as of September 30, 2010
and as of September 30, 2009, respectively. Seefar additional information.

Shortterm borrowings, consisting of securities sold unépurchase agreements and other sweep accowns$b3,777,536 as of Septerr
30, 2010, an increase of $7,609,678, or 16%, frd 167,858 as of June 30, 2010. The increaserisuattble to additional deposits to
existing management accounts in the three monttisceBeptember 30, 2010. Market interest ratesféaeed on this product. At September
30, 2010, we had pledged U.S. government agencynamttjage-backed securities of $50,346,841 asteddlefor repurchase agreements.
Sweep accounts had letters of credit issued b¥HeB outstanding of $8,295,000. Average short t&omrowings were $46,627,438 for the
three months ended September 30, 2010, an incoé&8138,371, or 24%, compared to the averagthtothree months ended September
30, 2009 of $37,489,067.

The Bank has a line of credit under the FRB BormineCustody program offered through the FederaddRee Bank Discount Window.
Under the terms of this credit line, the Bank higglged its indirect auto loans and qualifying mipatbonds, and the line bears a variable
interest rate equal to the then current federad$uate plus 0.25%. At September 30, 2010 and 3002010, there was no outstanding
balance. Average FRB Borrower-in-Custody balancéHe three months ended September 30, 2010 artdrSlegr 30, 2009 was zero.

The following table is a summary of the liquidityetBank has the ability to access as of Septenthe2(®.0 in addition to the traditional retail
deposit products:

Brokered time deposi $151,831,00( Subject to policy limitation of 25% of total ats
Unused advance capacity subject to eligible
Federal Home Loan Bank of Bost 21,458 ,00C and qualified collater:
Federal Reserve Bank Discount Window Borrowe€imstody 17,737,000 Unused credit line subject to the pledge of iectiauto loans
Total Unused Borrowing Capacity $191,026 ,00(

Retail deposits, brokered time deposits and FHLBaades are used by the Bank to manage its ovigpaidlity position. While we closely
monitor and forecast our liquidity position, itaffected by asset growth, deposit withdrawals aedting other contractual obligations and
commitments. The accuracy of our forecast assumptioay increase or decrease the level of brokéreddeposits.

Management believes that there are adequate fusdinges to meet its liquidity needs for the foeadde future. Primary among these
funding sources are the repayment of principaliatetest on loans, the renewal of time deposits pibtential growth in the deposit base, and
the credit availability from the Federal Home Ldzank of Boston and the Fed Discount Window Borreime€ustody program.
Management does not believe that the terms andtaomsithat will be present at the renewal of thieseling sources will significantly impe
the Company's operations, due to its managemeheahaturities of its assets and liabilities.

The following table summarizes the outstandingqusubordinated notes as of September 30, 2010:

Outstanding

Affiliated Trusts Balance Rate First Call Date
NBN Capital Trust Il $ 3,093,00( 3.08% March 30, 200¢
NBN Capital Trust Ill 3,093,00C 3.08% March 30, 200¢
NBN Capital Trust IV 10,310,000 4.69% February 23, 2010

Total $ 16,496,000 4.09%



The excess funds raised from the issuance of pre$¢rred securities are available for capital dbations to the Bank. The annual interest
expense is approximately $675,000 based on therduirterest rates.

The Company paid $325,000 to purchase two inteadéstcaps to hedge the risk of rising interestsrateer the next five years for junior
subordinated notes related to NBN Capital Trustnt 1ll. The $6 million notional value of the phese caps covers the portion of the
outstanding balance not owned by the Company. Eedbr subordinated note has an adjustable inteaéstindexed to three month LIBOR.
The purchased cap’s three month LIBOR strike rae 2t505%. Since the inception date was Septenth@089, amortization expense of
$1,556 was recognized on the purchased interestagts in the quarter ended September 30, 201é&tieeset date is December 30, 2010.

See Note 2 for more information on NBN Capital Tsus, 11l and IV and the related junior subordiedtdebt.

Under the terms of the US Treasury Capital PurcRPasgram, the Company must have the consent dd$hé&reasury to redeem, purchase
acquire any shares of our common stock or otheityequcapital securities, other than in connectigith benefit plans consistent with past
practice and certain other circumstances spedifi¢ide Purchase Agreement. For the three monthsdeSdptember 30, 2010, the Company
repurchased no shares of stock.

The Board of Directors extended the 2006 Stock Rdmmse Plan to permit stock repurchases in cororeatith benefit plans. They can
discontinue the repurchase program at any time sitheduled to terminate on December 31, 201tdetthe 2006 Stock Repurchase Plan,
the Company may purchase up to 200,000 shares cdiitmon stock from time to time in the open maateqtrevailing prices. Common stc
repurchased pursuant to the plan will be classdiggssued but not outstanding shares of commaik stailable for future issuance as
determined by the Board of Directors, from timeinoe. Total stock repurchases under the 2006 $ifare inception were 141,600 shares for
$2,232,274, an average of $15.76 per share, thrSegtember 30, 2010. The remaining repurchase itapéthe plan was 58,400 shares at
guarter end. Management believes that these pwstve not and will not have a significant effacthe Company's liquidity.

Total stockholders' equity of the Company was $53,280 as of September 30, 2010, as compared 185059 at June 30, 2010. The
increase of $353,121, or 1%, was due to net indomthe three months ended September 30, 20106#,691, and proceeds from exercised
stock options of $61,875 partially offset by a detrease in other comprehensive income of $40&88%ayment of common and preferred
dividends of $262,522. Book value per common sha® $20.16 as of September 30, 2010, as compa&2Dt08 at June 30, 2009. Tier 1
capital to total average assets of the Company8wx96 as of September 30, 2010 and 8.40% at Juriz020.

The Company's net cash provided by operating &ieswvas $10,724,543 during the three months eBégtember 30, 2010, which was a
$10,698,415 increase compared to the same per@@0®, and was primarily attributable to a decréadeans held for sale for the three
months ended September 30, 2010. Investing aetwtiere a net use of cash primarily due to puroyasiailable-for-sale securities during
the three months ended September 30, 2010, araBemmpared to the same period in 2009. Finarditigties resulted in a net source of
cash from increases in short-term borrowings prtidfset by net decreases in deposits. Overaf, GZompany's cash and cash equivalents
increased by $27,089,694 during the three monttisceSeptember 30, 2010.

The Federal Deposit Insurance Corporation ImprovdrAet of 1991 ("FDICIA") contains various provisis intended to capitalize the Bank
Insurance Fund ("BIF") and also affects a numbeegtilatory reforms that impact all insured depoyiinstitutions, regardless of the
insurance fund in which they participate. Amongeuntthings, FDICIA grants the FRB broader regulatmuyhority to take prompt corrective
action against insured institutions that do notintleese capital requirements, including placingarndpitalized institutions into
conservatorship or receivership. FDICIA also grah&esFRB broader regulatory authority to take odtive action against insured institutions
that are otherwise operating in an unsafe and umismanner.

FDICIA defines specific capital categories basednrinstitution's capital ratios. Regulations reg@ minimum Tier 1 capital equal to 4.0%
of adjusted total average assets, Tier 1 risk-baapial of 4.0% and a total risk-based capitatdéad of 8.0%. The prompt corrective action
regulations define specific capital categories Basean institution's capital ratios. The capittiegories, in declining order are "well
capitalized", "adequately capitalized", "under taled", "significantly undercapitalized", and itarally undercapitalized". As of September
30, 2009, the most recent notification from the FédBegorized the Bank as well capitalized. Theeenar conditions or events since that

notification that management believes has changedhstitution's category.
At September 30, 2010, the Company's and Bankigategy capital was in compliance with regulatoapital requirements as follows:

Required To Be "Well
Capitalized" Under

Required For Capital Prompt Corrective
Northeast Bancorp Actual Adequacy Purpose Action Provisions
(Dollars in Thousands) Amount Ratio Amount Ratio Amount Ratio
As of September 30, 201
Total capital to risk weighted ass: $ 57,364  14.70% $ 31,214 8.00% $ 39,018  10.00%
Tier 1 capital to risk weighted ass: $ 51,782  13.27% $ 15,607 4.00% $ 23,411 6.00%
Tier 1 capital to total average ass $ 51,782 8.49% $ 24,390 4.00% $ 30,487 5.00%

Required To Be "Well
Capitalized" Under
Required For Capite Prompt Correctiv



Northeast Bank Actual Adequacy Purpose Action Provisions

(Dollars in Thousands) Amount Ratio Amount Ratio Amount Ratio
As of September 30, 201
Total capital to risk weighted ass: $ 54,740 14.08% $ 31,113 8.00% $ 38,891  10.00%
Tier 1 capital to risk weighted ass: $ 49,866 12.82% $ 15,556 4.00% $ 23,335 6.00%
Tier 1 capital to total average ass $ 49,866 8.20% $ 24.,31¢ 4.00% $ 30,39¢ 5.00%

Off-balance Sheet Arrangements and Aggregate Contractu®bligations

The Company is a party to financial instrumentswitf-balance sheet risk in the normal course Gifess 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 the@ants recognized in the condensed
consolidated balance sheet. The contract or ndtamnaunts of these instruments reflect the extétie Company's involvement in particular
classes of financial instruments.

The Company's exposure to credit loss in the evenbnperformance by the other party to the finahicistrument for commitments to exte
credit, unused lines of credit and standby lettéiredit is represented by the contractual amotititose instruments. To control the credit
risk associated with entering into commitments &sding letters of credit, the Company uses theesenedit quality, collateral policies and
monitoring controls in making commitments and lettef credit as it does with its lending activitidhie Company evaluates each customer's
creditworthiness on a case-by-case basis. The ambunpllateral obtained, if deemed necessary leyGbmpany upon extension of credit, is
based on management's credit evaluation.

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

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

Unused lines of credit and commitments to exterdittypically result in loans with a market intstreate.

A summary of the amounts of the Company's (a) el obligations, and (b) other commitments withbalance sheet risk, both at
September 30, 2010, follows:

Less Thar After 5
Contractual Obligations Total 1 Year 1-3 Years 4-5 Years Years
FHLB advance: $ 50,500,000 $ 8,000,000 $ 15,000,000 $ 12,500,000 $ 15,000,00
Structured repurchase agreeme 65,000,00 - 50,000,00 15,000,00
Junior subordinated not 16,496,00 16,496,00 - -
Capital lease obligatio 2,192,63: 157,79: 340,02( 383,11t 1,311,70!
Other borrowings 2,508,37! 374,74¢ 1,090,87: 1,042,75.
Total lon¢-term debt 136,697,01 25,028,53 66,430,89 28,925,87 16,311,70
Operating lease obligations (1) 1,593,11. 475,33« 607,66: 284,46 225,65:
Total contractual obligations $138,290,12 $ 25,503,87 $ 67,038,56 $ 29,210,33 $ 16,537,35

Amount of Commitment Expiratio- Per Perioc

Less Thar After 5
Commitments with ofbalance sheet risk Total 1 Year 1-3 Years 4-5 Years Years
Commitments to extend credit (2)( $ 12,927,94 $ 1292794 $ - $ - % -
Commitments related to loans held for sale 8,609,04. 8,609,04. - - -
Unused lines of credit (4)(! 54,513,04 30,952,92 4,333,49: 4,392,68 14,833,94.
Standby letters of credit (I 1,162,30: 1,162,30: - -

$ 77,21233 $ 5365221 $ 433349 $ 439268 $ 14,833,94

(1) Represents an ¢balance sheet obligatio

(2) Represents commitments outstanding for residergtédlestate, commercial real estate, and commédoaias.

(3) Commitments of residential real estate loans thihbe held for sale

(4) Loan commitments and unused lines of credit formantial and construction loans expire or are suigecenewal in twelve months or
less.

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

(6) Standby letters of credit generally expire in tveehaonths



Management believes that the Company has adeqsatarces to fund all of its commitments.

The Bank has written options limited to those resttl real estate loans designated for sale is¢lcendary market and subject to a rate lock.
These rate-locked loan commitments are used fdinigaactivities, not as a hedge. The fair valuthefoutstanding written options at
September 30, 2010 was a loss of $34,750.

Impact of Inflation

The consolidated financial statements and relatéelsrherein have been presented in terms of liddotiars without considering changes in
the relative purchasing power of money over time tuinflation. Unlike industrial companies, sulpdially all of the assets and virtually all
of the liabilities of the Company are monetary @&iure. As a result, interest rates have a moréfigignt impact on the Company's
performance than the general level of inflatione©short periods of time, interest rates may noeasarily move in the same direction or in
the same magnitude as inflation.

Item 3. Quantitative and Qualitative Disclosure abat Market Risk
Not required for smaller reportingrgganies.

Item 4. Controls and Procedures

The Company maintains controls and procedures megitp ensure that information required to be dissd in the reports the Company files
or submits under the Securities Exchange Act o#18Bxchange Act") is recorded, processed, sumradrand reported within the time
periods specified in the rules and forms of theuites and Exchange Commission, and that suchiimdtion is accumulated and
communicated to the Company's management, inclualin@hief Executive Officer and Chief Financialfioér (the Company's principal
executive officer and principal financial officeespectively), as appropriate to allow for timefciions regarding timely disclosure. In
designing and evaluating disclosure controls andgmtures, management recognizes that any contrélpracedures, no matter how well
designed and operated, can provide only reasoaablaance of achieving the desired control objestiand management is required to apply
its judgment in evaluating the cost/benefit relasioip of possible controls and procedures.

Our management, with the participation of the ConyfsaChief Executive Officer and Chief Financiafi©ér, have evaluated the
effectiveness of our disclosure controls and pracesi(as defined in Rules 13a - 15(e) and 15de)l&{der the Exchange Act) as of the end
of the period covered by this Form 10-Q.

Based on this evaluation of our disclosure contaold procedures, our Chief Executive Officer anteChinancial Officer have concluded
that these disclosure controls and procedures efézetive as of September 30, 2010.

In July 2010, the Dodd-Frank Wall Street Reform @mhsumer Protection Act was enacted. Amoung dtiiegs, the Act exempted non-
accelerated filers, such as the Corporation, floeréquirement of the Sarbanes Oxley Act Sectigi{l®)qQexternal auditor's attestation of
internal controls and financial reporting).

There were no significant changes in our interoatils over financial reporting (as defined in ®Ba - 15(f) of the Exchange Act) that
occurred during the first three months of our 2€04€al year that has materially affected, or inastfactors that could affect, the Company's
internal controls over financial reporting.

Part Il - Other Information

Item 1. Legal Proceedings
None.

ltem 1. a. Risk Factors
None.

Item 2.(c) Unregistered Sales of Equity Securiéied Use of Proceeds
The following table provides information on the ghises made by or on behalf of the Company of shdrdortheast Bancorp
common stock during the indicated peric

Total Number of Maximum Number of
Total Number Shares Purchased Shares that May Yet be
Of Shares Average Price as Part of Publicly Purchased Under
Period (1) Purchased (Z Paid per Shar Announced Progral The Program (3
Jul. 1-Jul. 31 - - - 58,400
Aug. 1-Aug. 31 - - - 58,400
Sep. 1- Sep. 3C - - - 58,400

(1) Based on trade date, not settlement ¢

(2 Represents shares purchased in -market transactions pursuant to the Company's 3¢k Repurchase Ple

3) On December 15, 2006, the Company announegdtb Board of Directors of the Company approved2006 Stock Repurchase
Plan pursuant to which the Company is authorizegporchase in open-market transactions up to P0GBares from time to
time until the plan expires on December 31, 20hless extendel



Item 3.

Iltem 4.

Item 5.

Item 6.

Defaults Upon Senior Securities

None

Removed and Reserved

Other Information

None.
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List of Exhibits:
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2.1 Agreement and Plan of Merger by and betweerCompany and FHB Formation, LLC. dated March280,0

(incorporated by reference to the Company's 8Kl fila March 31, 201(

3.1 Articles (incorporated by reference to the Comy's June 30, 2007 10K filed on September 27, 2

3.2 Bylaws (incorporated by reference to the Com|'s June 30, 2007 10K filed on September 27, 2

11 Statement Regarding Computation of Per Share Egsr

31.1 Certification of the Chief Executive Offiqgursuant to Section 302 of the Sarbanes-OxleyoA2002 (Rule 13a-14
(@)

31.2 Certification of the Chief Financial Offigeursuant to Section 302 of the Sarbanes-OxleyoA2002 (Rule 13a-14
(@)

32.1 Certificate of the Chief Executive Officer Pursuémtl8 U.S.C. Section 1350, as Adopted PursuaSetiion 906 o

the Sarban«Oxley Act of 2002 (Rule 1:-14(b)).
32.2 Certificate of the Chief Financial Offideursuant to 18 U.S.C. Section 1350, as AdopteduRut to Section 906 of

the Sarban«Oxley Act of 2002 (Rule 1:-14(b)).

SIGNATURES

Pursuant to the requirements of the SecuritiesoA&B34, the Registrant has duly caused this rdpdse signed on its behalf by the
undersigned thereunto duly authorized.

Date: November 10, 201 NORTHEAST BANCORF

By:/s/ James D. Delamat
James D. Delamat
President and CE

By:/s/ Robert S. Johnst
Robert S. Johnsc
Chief Financial Office
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NORTHEAST BANCORF
Exhibit 11. Statement Regarding Computation of $teare Earning

Three Months Three Months
Ended Ended
September 30, 20. September 30, 20!

EQUIVALENT SHARES:

Weighted Average Shares Outstanc 2,329,09! 2,321,33.
Total Diluted Share 2,349,11! 2,328,43:
Net Income $ 960,69: $ 495,66¢
Less:

Preferred Stock Divider 52,83¢ 52,83¢

Accretion of Preferred Stot 6,68¢ 6,64¢

Amortization of issuance cos 1,30( 1,30(
Net income available to common stockholc $ 899,86: $ 434,88"
Basic Earnings Per She $ 03¢ $ 0.1¢

Diluted Earnings Per Sha $ 0.3t $ 0.1¢



Exhibit 31.1. Certification of the Chief ExecwgiOfficer

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

I, James D. Delamater, certify th

1.

2.

| have reviewed this quarterly report on Forn-Q of Northeast Bancor

Based on my knowledge, this report does notatomny untrue statement of a material fact orténstate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant's other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

(a) Designed such disclosure controls and proesg or caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to us
others within those entities, particularly durihg tperiod in which this report is being prepal

(b) Evaluated the effectiveness of the regissatisclosure controls and procedures and predémthis report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibyeport based on such evaluation;
and

(c) Disclosed in this report any change in tgistrant's internal control over financial repogtithat occurred during the registrant's
most recent fiscal quarter (the registrant's fogrtarter in the case of an annual report) thanheterially affected, or is reasonably
likely to materially affect, the registrant's imet control over financial reporting; ai

The registrant's other certifying officer arlialve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataxmmittee of the registrant's board of direcf@nspersons performing the equivalent
functions):

(a) All significant deficiencies and materialak@esses in the design or operation of internalrobaver financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefmaincial information; an

(b) Any fraud, whether or not material, thatohwes management or other employees who have Hiségn role in the registrant's
internal control over financial reportin

November 10, 201 /s/ James D. Delamat

James D. Delamat
Chief Executive Office



Exhibit 31.2 Certification of the Chief Financiafficer

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

I, Robert S. Johnson, certify th.

1.

2.

| have reviewed this quarterly report on Forn-Q of Northeast Bancor

Based on my knowledge, this report does not comtajnuntrue statement of a material fact or omgtate a material fact necessar
make the statements made, in light of the circunt&ta under which such statements were made, ntdadisg with respect to t
period covered by this repo

Based on my knowledge, the financial statements,ather financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant's other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

(a) Designed such disclosure controls and proesdwr caused such disclosure controls and proesduarbe designed under
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to us
others within those entities, particularly durihg tperiod in which this report is being prepal

(b) Evaluated the effectiveness of the registsattisclosure controls and procedures and presémtids report our conclusions ab
the effectiveness of the disclosure controls amatgutures, as of the end of the period covered isyréiport based on such evaluat
and

(c) Disclosed in this report any change in thastegnt's internal control over financial reportitigat occurred during the registra
most recent fiscal quarter (the registrant's fogularter in the case of an annual report) thatrhaterially affected, or is reasona
likely to materially affect, the registrant's imet control over financial reporting; ai

The registrant's other certifying officer and | badisclosed, based on our most recent evaluatiantefal control over financi
reporting, to the registrant's auditors and thataxmnmittee of the registrant's board of direct@spersons performing the equival
functions):

(&) All significant deficiencies and material weakses in the design or operation of internal ocbotrer financial reporting which &
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefmaincial information; an

(b) Any fraud, whether or not material, that inked management or other employees who have aisagttifrole in the registran
internal control over financial reportin

November 10, 201 /s/ Robert S. Johnsc

Robert S. Johnsc
Chief Financial Office



Exhibit 32.1. Certificate of the Chief Executi@éficer

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 NorthteBancorp. (the "Company") on Form 10-Q for thernterdy period ending September 30,
2010 as filed with the Securities and Exchange C@sion on the date hereof (the "Report"), I, JabeBelamater, as Chief Executive
Officer of the Company, hereby certify pursuant®U.S.C. 1350, as adopted pursuant to 906 of dineaBe-Oxley Act of 2002 that:

(1) The Report fully complies with the requiremrenf Section 13(a) of the Securities Exchange A&984; anc

(2) The information contained in the Reportlfapresents, in all material respects, the findnmsadition and results of operations of the
Company for the dates and the periods coveredéRéport

A signed original of this written statement hasrbpeovided to Northeast Bancorp and will be retdibg Northeast Bancorp and furnished to
the Securities and Exchange Commission or its gfadh reques

November 10, 201 /s/ James D. Delamat
James D. Delamat
Chief Executive Office




Exhibit 32.2. Certificate of the Chief Financiafficer

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 NorthteBancorp. (the "Company") on Form 10-Q for thenterdy period ending September 30,
2010 as filed with the Securities and Exchange C@sion on the date hereof (the "Report™), I, Rolg&erdohnson, as Chief Financial Officer
of the Company, hereby certify pursuant to 18 U.3350, as adopted pursuant to 906 of the Sar-Oxley Act of 2002 that:

(1) The Report fully complies with the requiremrenf Section 13(a) of the Securities Exchange A&984; anc

(2) The information contained in the Reportlfapresents, in all material respects, the findnmsadition and results of operations of the
Company for the dates and the periods coveredéRéport

A signed original of this written statement hasrbpeovided to Northeast Bancorp and will be retdibg Northeast Bancorp and furnished to
the Securities and Exchange Commission or its gfadh reques

November 10, 201 /s/ Robert S. Johnsc
Robert S. Johnsc
Chief Financial Office




