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FIRST UNIVERSALIST SOCIETY

On Nov. 1, 1823, a group of Univer-
salists from Scituate met at the
home of Capt. Charles Cushing and
formally organized the First Univer-
salist Society of Hingham. Their first
meeting house was erected on North
Street in 1829. Though the Church
persisted for almost 100 years, "the
Universalist denomination did not
find in Hingham a very productive
field for its growth." It ceased its
identity in 1925 when the church
was disbanded and the building sold
to a fraternal order which remodeled
it into a meeting hall. Its steeple and
bell removed, the structure still
stands on North Street.

To the left are several buildings
of the 1830s; an old Lincoln home-
stead, a shoe factory and dwellings.

HINGHAM METHODIST CHURCH

From 1807 to 1828, Hingham was in
the Scituate or the Weymouth
Circuits of the Methodist Episcopal
Church. It became a separate entity
when the Rev. Stephen Puffer gave
funds for the erection of a meeting
house which was dedicated July 3,
1828. Mr. Puffer built the edifice at
his own expense, then sold the
pews to cover costs of construction
and furnishings. The amount was
$1,820. The church at that time
stood on North Street facing west at
Gould's Bridge. Extensive alter-

ations were made in 1845 and in
1867 when the building was moved
back 30 feet, raised, a vestry built
and a new front and spire added at
an outlay of $4,000. In 1882, a lot at
the corner of North and Thaxter
Streets was purchased and the
church building moved there. This
location is the one shown in the
painting.

In 1883, with the aid of a gift of
money from Mrs. Puffer, widow of
the clergyman who financed the
original church building, the parson-
age, seen in this painting, was built
to the rear of the church.

The dwelling on the right was a
Thaxter residence, probably built in
the late 1700s, while the corner of
the building to the left was that of
the Gould family, whose real estate
holdings hereabouts were com-
memorated in the name of Gould's
Bridge which formerly crossed the
Town Brook at this point. The Gould
house still stands but the Thaxter
House is gone.

HINGHAM PUBLIC LIBRARY

This Hingham Public Library build-
ing was first opened April 5, 1880.
And from that date until 1967, when
it was demolished, it served the
community well. The building
pictured here was erected on the
same site of a "beautiful and com-
modious edifice conveniently
furnished for the purposes of a
Library" which had been built in
1869 through the generosity of
Albert Fearing on the present
Memorial Park at Hingham Center.
Fire on Jan. 3, 1879 leveled the
Fearing library building and its
books and records went up in

flames. In all, Mr. Fearing had given
more than $41,000 for the building
and its contents. Hingham's "First
Social Library” came into being in
1771, and its "Second Social
Library" two years later. Both were
merged into the Hingham Public
Library, the former in 1869 and the
latter in 1891.

BARE COVE

This is Hingham Harbor at low tide
with its uniquituous seagulls, its
seaweed and its mudflats which
inspired the first settlers to name
their new homeland Bare Cove.
Twice in 24 hours these mudflats
may be seen. This is a view from
the bandstand at the bathing beach
looking toward Massachusetts Bay
with Sarah and Ragged Islands
looming large. In the far right
background is Hull at the mouth of
the Weir River and to the right of
the beached catboat in the fore-
ground, is World's End.
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SECOND PARISH CHURCH

On March 24, 1746, after seemingly
unending four years of frustration,
antagonism and delays, 65 resi-
dents of South Hingham had their
prayers answered for a church of
their own, when by order of the
General Court.of Massachusetts a
separate parish was set off from the
First Parish. Officially, the new
group became the Third Parish in
Hingham, for the Second Parish had
been organized in Cohasset, then a
part of Hingham. When Cohasset
became a separate town in 1770,
the Third Parish became the Second
Parish in Hingham.

Their church building was ready
for them, for it had been raised by a
group of residents in June 1742 on

land owned by Theophilus Cushing.
Apparently it was believed that the
presence of a church building, ready
for use, might induce the towns-
people and the Court to sanction the
creation of a separate parish. Since
they were paying taxes to support
one church, many Hinghamites at
the time were opposed to paying
more taxes to maintain another one,
for the support of churches in those
days was by taxes on real property.

NORTH STREET

This view of North Street shows a
corner, right, of the South Shore
Railroad station which was opened
Jan. 1, 1849 when operations were
started from Braintree, where
connections were with the Old
Colony Railroad, to Cohasset where
connections were with the Duxbury
and Cohasset Railroad (1871). In
1852, the South Shore line was

leased to the Old Colony Railroad
and in 1876 was consolidated with
it. Prior to the advent of the rail-
road, a stage passed from Boston
to Hingham three times a week.

To the left in this painting is St.
Paul's Roman Catholic Church
which was erected at the corner of
Fearing Road and opened for
worship in 1872. Catholics in
Hingham made little progress for 20
years in getting a church of their
own and it was not until the Rev.
Hugh P. Smyth, of Weymouth,
took the initiative and bought a site
for one in 1871, that the need for a
local edifice was filled.
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Selected Consolidated Financial Data

The following information does not purport to be complete and is qualified in its entirety by the more detailed information
contained elsewhere herein.

December 31,

1990 1989 1988 1987 1986

{In Thousands)

Balance Sheet Data:

Total BS6BLS s nms s s ws $149,262 150,633 157,040 134,418 131,804
Loans:

Mortgage ........ccceevveevieriie e 90,224 110,132 113,667 100,341 88,362

Commercial.........cooceeereiiieeececeere e 1,045 947 987 693 5,767

CONSUMET ...oevvieiiieicrie e 4,277 5,655 4,598 5,689 6,209
TORAl LOANS. <o cunus sosamsmsmismmsnssminiiss essimisiassa 95,546 116,634 119,252 106,723 100,338
Deferred loanfees ........cccovveccieniincineeainenn, 179 115 187 — —
Allowance for possible loan losses .............. 1,414 3,381 924 525 1,008
LOANS; MEL i ciwiviiiniiiiioemmnsmmemmmmensasgussosnsass 93,953 113,138 118,141 106,198 99,330
Real estate owned or substantively

repossessed ..........coecieininirensiarenns 9,637 1,093 634 — —
Investment securities ..........cccveeecvveveeeecieennns 33,434 20,506 20,147 21,748 25,252
DEPOSIS isussmisomisissmnsnisssemmmsmmnssammecisassies 119,211 116,345 124,221 122,788 120,850
BOIOWINGS :v:uacivvisissnmmin sz 15,000 15,000 10,000 — —_
Stockholders' equity ........ccoeeeeecieiiiieinnnnn. 13,751 17,999 20,764 10,291 9,349

Years Ended December 31,
1990 1989 1988 1987 1986

(In Thousands)

Operating Data:

Interest and dividend income .............eeuenee... $ 13,212 13,018 13,618 12,528 12,266
Interest eXPense ........coovvveereerereereieeenneer e 9,928 9,455 8,935 8,228 8,123
Net interest iNCOME. . iisinicsvinsssesssvasssmiasss 3,284 3,563 4,683 4,300 4,143
Provision for possible loan losses................ 2,770 3,500 621 1,038 723
Non-interest iNCOME .........coveevevveverneeceeenes 346 388 339 737 1,497
Non-interest eXpense ............cceeeeeeveeeeerrenns 5,279 3,302 2,603 2,677 2,390
Income (loss) before income taxes .............. (4,419) (2,851) 1,798 1,322 2,527
Income tax expense (benefit) ................c..... (607) (512) 965 407 1,132
Net income (l0SS) ..ocovvveeeeeveeeeceeiirecieeeenen, $ (3,812) (2,339) 833 915 1,395

LOSS PersShare ........cocceveevmrveeeccinieeieee e $ (3.05) (1.87)

Financial ratios:
Return (loss) on average assets .................. (2.50)% (1.58)% 0.58% 0.69% 1.14%
Return (loss) on average equity ........c.c.c...... (22.14) (11.60) 7.23 9.46 15.99
Average equity to average assets ............... 11.31 13.61 8.07 7.26 7.16
Interast rate spread ........iuiisssiomiimcmn, 2.04 1.77 3.08 3.16 3.31
Net yield on average eaming assets............ 2.34 252 3.43 3.39 3.57
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Dear Stockholder,

The banking industry has experienced a very high level
of negative publicity for the past decade. Some of the high-
lights have included events such as: the interest rate crisis of
1981 & 1982, the problems related to the large money -
center banks in 1982 & 1983 that surfaced as a result of
loans to developing countries, the Savings & Loan debacle
which initially beganin 1987, and finally, the current stress on
the entire banking industry. In the New England area this
situation has risen to serious proportions and is to date
unprecedented. Banking in and around this area is now
front-page, prime-time material. Had it not been for The Gulf
War, even more space would have been devoted to the
weaknesses in the present banking system. There has been
nothing similar since the Depression, and unfortunately there
is no immediate quick-fix strategy that will solve this problem.

Here at Hingham Institution for Savings, we must admit
that media treatment has not, in general, been inaccurate or
unfair. While we have sometimes complained that press
accounts of events relating specifically to Hingham Institu-
tion for Savings have been “sensationalized”, the fact re-
mains that banking is now a legitimate major story and we
must be prepared to deal with the consequences. It would be
a serious mistake for us to be perceived by our customers to
be “stone-walling” or pretending that the industry is not in a
period of turmoil and profound change. On the other hand,
there are positive things we can and are doing which include:
preserving our overall credibility, reassuring our depositors
about the safety of their funds, educating all concerned
about aspects of banking that are poorly understood and
linking the interests of this Bank to the interests of the local
economy and consumers at large.

For some banks surviving alone will be enough of a
reward, but it would be shortsighted to survive and not take
advantage of the favorable environment with which to grasp
opportunities to make major gains in franchise attractiveness
and profitability. We are attempting to do just that with a
neighboring bank (Cohasset Savings Bank) and we will
continue to pursue opportunities that represent sound fran-
chise expansion and enhanced shareholder value.

Paul E. Bulman, President, C.E.O.

Forthe year ended December 31, 1990, Hingham Insti-
tution for Savings recorded a loss of $3,812,000 or $3.05 per
share, as compared to a loss of $2,339,000 or $1.87 per
share in 1989. The loss resulted from management's deci-
sion to increase the allowance for possible loan losses
through provisions that totaled $2,770,000 for the year, and
additional write-downs totaling $1,402,000 which relate to
properties held as real estate owned or substantively repos-
sessed. These additions are directly attributed to declining
collateral values and the slowdown in the local real estate
market.

Nonaccrual loans decreased from $16,468,000 reporied
as of December 31, 1989 to $5,263,000 as of December 31,
1990. Real estate owned or substantively repossessed in-
creased from $1,093,000 reported as of December 31, 1989
to $9,637,000 reported as of December 31, 1990. It includes
$7,135,000 in residential homes, $2,152,000 in land devel-
opment, $460,000 in residential condominiums, $320,000 in
commercial real estate, less an allowance for possible losses
of $430,000. All of these properties are being actively mar-
keted.

In 1990, a lawsuit against the Bank by its former presi-
dent was dismissed by the court without liability to the Bank.
Litigation involving certain borrowers continues. The process
is long, tedious and costly. We are hopeful that it will all be
concluded during 1991.

Hingbam Institution for Savings and Subsidiaries

Finally, | am pleased to announce the nomination of
three new directors who will be succeeding directors that
have retired or are pursuing other interests. Mr. James
Consentino of Weymouth, Mr. Robert Gaughen Jr. of Cohas-
set and Mr. Thomas Youngworth of Hingham. All of these
men have substantial banking and business backgrounds
which | trust will undoubtedly prove beneficial to our Bank.

The year 1989 was a time of adjustment for New En-
gland banking. After experiencing remarkable prosperity, the
regional economy faltered, placing stress on many sectors,
especially banks. The year 1990 was the year most banks
recorded the inevitable, serious losses in an effort to return to

profitability. All of us here at Hingham Institution for Savings
are optimistic about our future. | thank you for your continued
support and please be assured that we will continue to work
diligently to resolve the problems that all of us associated
with the banking industry currently face.

Sincerely,

—

Paul E. Bulman
President and Chief Executive Officer
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Retail Banking

Attracting and maintaining customer deposits tradition-
ally has been the “blood line” of Hingham Institution for
Savings. These deposits are the Bank’s primary source of
funds to be used for lending and investment activities.

Hingham Institution for Savings operates in an extremely
competitive market place. Economic conditions, competition
and changes in interest rates can cause the general market
for deposits to be extremely volatile. Our ongoing objective,
in Retail Banking, is to attract and maintain deposits, in order
to fund the Bank's assets. Management believes that by
offering competitive rates, combined with friendly, efficient
service, we will achieve our deposit objective in a cost
effective way that contributes to increasing our net interest
margin. Deposit instruments include regular savings ac-
counts, step money market accounts, NOW accounts, de-
mand deposit accounts, commercial checking, term
certificates, club accounts and retirement accounts.

Increasing deposits during 1990 was a difficult objective
to achieve as banks faced continued emphasis by the media,
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December 31, 1989

as a result of problem banks. Deposits as of December 31,
1990 were $119.2 million which represents an increase of
$2.9 million over the previous year, or an increase of 2.5%.
We are pleased we didn’t experience an outflow of deposits
as many of our peers encountered.

Last year we reported to you the introduction of our Step
Money Market Account. We are pleased with the continued
growth of these accounts which had balances as of Decem-
ber 31, 1990 of $30.3 million representing a $6.4 millionor a
26.8% increase over the prior year.

A natural concern to all depositors, in a continually
changing and volatile financial environment, is the security of
their deposit funds. Deposits at Hingham Institution for Sav-
ings are insured in full through the Federal Deposit Insur-
ance Corporation, and the Deposit Insurance Fund of
Massachusetts. This insurance, combined with a strong
capital position, should alleviate any customer concerns
regarding the safety of their deposits in the Bank.

[ Regular & Special Notice

, Money Market

NOW & Demand [
Term Certificate

December 31, 1988
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Hingham Institution for Savings originated $14.4 million
in new loans in 1990, down from $16.3 million in 1989. The
decrease in lending reflected a sluggish economy which in
turn produced consumer uncertainty in the cost of housing.
During the first half of 1990, mortgage loans were predomi-
nantly written with variable rates. However, a slight decline in
mortgage rates at the end of the year produced an increase
in fixed rate mortgage loans.

Although the sale of existing housing was slow through-
out 1990, our loan originations were almost equal fo that of
the previous year (1989). We fully anticipate that this market
will recover and provide a greater source of originations in
1991.

During the past year, the Bank has decreased its total
loan portfolio by $19.2 million due to the foreclosure of loans
and collateral substantively repossessed, charge offs of
loans, the amortization of principal and payoff of loans, and
the sale of loans in the secondary market. During this time,
the Bank continued to originate variable rate residential
mortgage loans for its portfolio. On December 31, 1990,
variable rate loans totaled $35.1 million or 60.7% of the total
residential mortgage loans. Commercial and consumer loans

represented 5.6% of total loans at December 31, 1990.

During 1991 Hingham Institution for Savings intends to
strengthen and expand its commitment to residential lending
by emphasizing lending in the 1-4 family residential market.
Issues related to affordable housing and the strength of the
economy will influence the level of originations in the coming
year. However, Hingham Institution for Savings expects fo
maintain its position as the leading residential lender in the
Hingham area. The Bank's investment strategy will continue
to be to promote the origination of loans with shorter terms or
variable rates for its portfolio.

The Bank has continued its practice of selling its conven-
tional fixed rate mortgage loans in the secondary market.
Secondary market sales permit the Bank to continue to offer
its customers fixed rate mortgage loans, while at the same
time generating servicing fee income and avoiding interest
rate risk.

The Bank anticipates that by both originating loans for
the portfolio with shorter terms and variable rates and selling
the conventional fixed rate mortgage loans we will consider-
ably reduce our exposure to interest rate risk.

Total Loans at December 31, 1990

Commercial & Consumer Loans (5.6%)

Home Equity & Second Mortgages (10.3%)

Commercial Construction (2.4%)

Residential Construction (6.0%)

Commercial Mortgage (15.3%)

Residential Fixed Rate (23.7%)"

Residential Variable Rate (36.7%)"

*As shown in above chart, residential loans totaled 60.4% of the total loan portfolio.
Of these loans, 39.3% are fixed rate loans and 60.7% are variable rate loans.

e e s
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The operating results of the Bank depend primarily on
its net interest income, which is the difference between
interest and dividend income on interest-earnings assets
(which primarily consist of loans and investment securities)
and interest expense on interest-bearing liabilities (which
consist of deposits and borrowings). The Bank's earnings
are also affected by non-interest income, provision for
possible loan losses, and non-interest expense. All aspects
of the Bank's operations are significantly affected by the
economy, competition and by policies of regulatory authori-
ties.

The Bank’s net loss for the year ended December 31,
1990 was $3,812,000 or $3.05 per share. In 1989 and 1988
the Bank had a net loss of $2,339,000 or $1.87 per share
and net income of $833,000, respectively. In both 1990 and
1989, the Bank’s results were affected significantly by the
levels of the provisions for possible loan losses associated
with non-performing real estate loans. During 1990, in
addition to the provision for possible loan losses the Bank
incurred significantly increased costs and writedowns of
foreclosed properties as properties which secured loans
were acquired and marketed.

Assets totaled $150.6 million on December 31, 1989,
and $149.3 million on December 31, 1990; a decrease of
0.9%. During this period, stockholders’ equity decreased
from $18.0 million to $13.8 million.

Interest and Dividend Income. Total interest and
dividend income increased by $194,000, or 1.5% in 1990 as
compared to a decrease of $600,000, or4.4%in 1989. The
1989 decrease is attributable to a decrease in average
earning assets and an increase in non-accrual loans from
$7,837,000 in 1988 to $16,468,000 in 1989. The 1990
increase was mainly attributable to an increase in average
earning assets. The yields on average earning assets were
as follows: 1988, 9.98%; 1989, 9.21%, and 1990, 9.41%.

Interest Expense. Increasing interest rates during 1988
and 1989 resulted in an increase in the average rates paid
on deposits of 6.87% and 7.28%, respectively. The average
rate paid on deposits for the year ending December 31,
1990 decreased to 7.19%. Deposits decreased by $7.9
million during 1989 and increased by $2.9 million during
1990.

The increase in interest expense of $473,000 for 1930
consisted of an increase $137,000 or 1.6% in interest on
deposits, and anincrease of $336,000 in interest on Federal
Home Loan Bank advances due to increased average
balances outstanding during the year, offset by a reduction
in the weighted average rates paid.

Provision for Possible Loan Losses. The provision
for possible loan losses was $2,770,000 for the year ending
December 31, 1990; $3,500,000 for the year ending De-
cember 31, 1989, and $621,000 for the year ending Decem-
ber31, 1988. The balance of the allowance for possible loan
losses as of December 31, 1990 was $1,414,000 as com-
paredto $3,381,000 in 1989. The provision for loan losses is
reviewed by management to maintain the allowance for
possible loan losses at an adequate level based on the
composition of the loan portfolio, economic conditions and
potential charge-offs. Provisions for possible loan losses
are charged to earnings as required. Loan balances are
charged to the allowance when collection of the principal is
considered to be unlikely.

Actualloan losses for the past three years have been as
follows: $236,000 in 1988; $1,081,000 in 1989; $4,816,000
in 1990. Recoveries on loans previously charged off amounted
to $14,000 in 1988, $38,000 in 1989, and $79,000 in 1990.
Net charge-offs of $4,737,000 in 1990 reflect the realization
of losses previously provided for at the time properties were
foreclosed. The amount reflects the deterioration in the
value of collateral securing the Bank’s loans which occurred
during the year.

Non-Interest Income. Total non-interest income in-
creased by $49,000, or 14.5% in 1989, and decreased by
$42,000 or 10.8% in 1990. The increase of $49,000 in 1989
is attributed in part to the elimination of the money market
management fee in May 1989, offset by a decrease in
losses on the sale or redemption of investment securities to
$1,000in 1989 compared to $62,000 in 1988. The decrease
in 1990 is attributed in part to lower fees collected on deposit
accounts and other fees collected.

Non-Interest Expense. Total non-interest expense as
a percentage of average assets was 1.82% for 1988, 2.23%
for 1989, and 3.47% for 1990. The substantial increase in
1990 is due primarily to the $1.8 million of costs associated
with acquiring and maintaining real estate owned and sub-
stantively repossessed.

Total non-interest expense increased by $699,000 or
26.9% during 1989, and increased by $1,977,000 or 59.9%
during 1990. Salaries and employee benefits increased by
$129,000 or 9.7% during 1989 reflecting salary and em-
ployee benefit increases offset by a decrease in staff and
salaries. The 1988 salaries expense reflected the reversal
of certain accrued retirement benefits. During 1990 salaries
and employee benefits increased by $61,000 or 4.2% due
mostly to increased health and life insurance costs. Data
processing expense decreased by $15,000, or 4.7% in
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1989 and increased by $37,000, or 12.1% in 1990, which is
attributable to increased operating costs of the automated
teller machines and increased computer service center
fees. Occupancy and equipment costs increased in 1989
by $43,000, or 14.1% mainly attributable to the opening of
the Bank’s loan center in March 1989. The 1990 decrease of
$14,000, or 4.0% is mainly atiributable to decreased main-
tenance and depreciation of equipment.

Foreclosed properties expenses of $58,000 in 1989
escalated to $1,802,000 during 1990 in connection with the
increase in real estate owned or substantively repossessed
from $1,093,000 at December 31, 1989 to $9,637,000 at
December 31, 1990. Expenses for real estate held for
investment, net of rental income amounted to $88,000 in
1990 and is associated with the $2,951,000 of properties
held and operated by the Bank for investment. Substantially
all of the increase in properties held for investment during
1990 reflects the addition of a motel in Wrentham, Massa-
chusetts. Legal expense increased in 1989 by $269,000
primarily as a result of litigation as discussed in Note 13 of
Notes to the Consolidated Financial Statements. The 1990
legal expense remained essentially unchanged from the
1989 level. Deposit insurance costs decreased in 1989 by
$3,000 resulting from a decrease in average deposits and
anincrease inthe insurance rates established by the F.D.I.C.
and increased $41,000 or 40.6% in 1990 due to increased
average deposits and a further increase in the F.D.I.C.
insurance rates. Other non-interest expense increased by
$219,000, or 40.5%, and $21,000, or 2.8% in 1989 and
1990, respectively. The 1989 increase is mainly attributable
to increased accounting and reporting fees associated with
being a publicly held corporation. The increase in 1990 is
mainly attributable to the settlement of a lawsuit for $60,000,
offset by savings achieved during the year in meetings,
travel, operating supplies, and insurance.

Effective Income Tax Rates. The following table sets forth
the effective federal, state, and combined income tax rates
on pre-tax accounting income of the Bank for the years
indicated. See also Note 11 of Notes to the Consolidated
Financial Statements.

Years
Ended
December 31: Federal Mass Combined
1990 (13.8)% 0.1% (13.7)%
1989 (16.6) (1.4) (18.0)
1988 42.0 11.7 53.7

The combined effective income tax benefit rate of (18.0)% in
1989 and (13.7)% in 1990 reflect income tax benefits of

$512,000in 1989 and $607,000 in 1990. Refunds of Federal
income taxes paid of approximately $850,000 have been
applied for.

At December 31, 1990, the Bank had book and tax net
operating loss carryforwards of approximately $3.0 million
which are available to offset future Federal taxable income
through the year 2005.

LIQUIDITY AND CAPITAL RESOURCES

The Bank’s principal sources of liquidity are increased
customer deposits, amortization of principal and interest
payments on loans and its ability to sell or pledge its loan
and investment portfolios. As a member of the Federal
Home Loan Bank of Boston (FHLBB) the Bank may borrow
through advances. The Bank also has the ability to borrow,
from the Federal Reserve Bank of Boston and the Mutual
Savings Central Fund, Inc. for short-term needs by pledging
certain assets. At December 31, 1990, the Bank had out-
standing commitments to originate loans of $684,000, un-
used lines of credit of $3,090,000, unadvanced portions of
construction loans of $1,092,000 and standby letters of
credit of $66,000. The Bank believes it has adequate sources
of liquidity to fund these commitments.

Deposit growth during 1990 was $2,866,000 or 2.5%.
The new Step Money Market Account continued to grow
and at December 31, 1990 the balance of $30.3 million
represented a $6.4 million, or 26.8% increase over 1989.

Interest-bearing deposits in banks and short-term in-
vestments decreased by $4,778,000 during 1990. These
funds were redeployed fo intermediate term U.S. Treasury,
agency and corporate obligations. The net reduction in total
loans during the year amounted to $19,185,000. Of this
amount $10,220,000 is accounted for by the net increase in
real estate owned or substantively repossessed of $8,544,000
and the increase in real estate held for investment of
$1,676,000. Substantially all of the remaining $8,965,000
was invested in intermediate term U.S. Treasury, agency
and corporate obligations.

Massachusetts-chartered savings banks, that are in-
sured by the F.D.l.C. are required to maintain minimum
primary capital equal to 5.5% of total assets and total capital
equal to 6.0% of total assets. The F.D.I.C. regulations are
subject to change, and minimum capital requirements may
be increased in the future. At December 31, 1990, the
Bank’s total capital of $13.8 million was equal to 9.21% of
total assets and exceeded the Bank's minimum primary
capital requirements. The Board of Directors reduced the
dividend payable on common stock for the third quarter of
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1990 from $.08 per share to $.04 per share and suspended
the dividend for the fourth quarter as a means of preserving
the Bank's capital.

IMPACT OF INFLATION AND CHANGING PRICES

The consolidated financial statements and related con-
solidated financial data presented herein have been prepared
in accordance with generally accepted accounting principles
which require the measurement of financial position and
operating results in terms of historical dollars without con-
sidering the changes in the relative purchasing power of

money over time due fo inflation. The primary impact of
inflation on operations of the Bank is reflected in increased
operating costs. Unlike most industrial companies, virtually
all the assets and liabilities of a financial institution are
monetary in nature. As a result, interest rates have a more
significant impact on a financial institution’s performance
than the effects of general levels of inflation. Interest rates
do not necessarily move in the same direction or to the
same extent as the price of goods and services.

ANA HINGHA

TITUTION I

Standing: (left) Robert F. Cass, Vice President & Treasurer, (right) Michael Donahue, Vice President - Lending, Seated:
(left) Paul E. Bulman, President & Chief Executive Officer, (right) Gerard W. Pyne, Marketing Manager & Chairman of the

Board.
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]Peat Marwick

Independent Auditors’ Repori

The Board of Directors and Stockholders
- Hingham Institution for Savings:

We have audited the accompanying consolidated balance sheets of Hingham Institution for Savings and
subsidiaries as of December 31, 1990, and the related consolidated statements of operations, changes in stockholders’
equity, and cash flows for the year then ended. These consolidated financial statements are the responsibility of the
Bank's management. Our responsibility is to express an opinion on these consolidated financial statements based on
our audit. The financial statements of Hingham Institution for Savings as of December 31, 1989, and the related
statements of operations, changes in stockholders’ equity, and cash flows for each of the years in the two-year period
ended December 31, 1989, were audited by other auditors whose report (dated January 19, 1990) on those
statements included an explanatory paragraph that described the litigation discussed in note 13 to the financial
statements.

We conducted our audit in accordance with generally accepted auditing standards. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the 1990 consolidated financial statements referred to above present fairly, in all material respects,

the financial position of Hingham Institution for Savings and subsidiaries as of December 31, 1990, and the results of
their operations and their cash flows for the year then ended in conformity with generally accepted accounting

principles..
KPMG ?n.u:-k Meesima e

Boston, Massachusetts
January 25, 1991
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Hﬁngba’n Instltutionfor Sal-’fngs AN SUDSIAIOATIOS mmmme

Consolidated Statements o) Loanges in SIoc kRbholders’ Equity
" (- y | -

Years ended December 31, 1990, 1989 and 1988
Years ended December 31, 1920, 1989 and 1988

Net unrealized

loss on 1990 1989 1988
marketable Total _ L NIt ands)
Additional equity stock- Cash iloyvs from operating activities:
Common paid-in Retained securities holders’ Eglf.ulsf’ltcn?;?:s(ﬁs;se)conc”e netmcome ................................................................ $ (3,812) (2,339) 833
HHOCS copial “n%gni) (imote: 9 quity (loss) to net cash provided by
operating activities:
Balance at December 31, 1987 ...c.oooovovevevennns $ _ . 10,361 (70) 10,291 v Provision for POSSIDIE 108N IOSSES .....veeeeeeeeeeeeeeeeeeeeeee e ee e eee e 2,770 3,500 621
Writedowns and provision for loss on
NEt INCOME oo _ — 833 _ 833 FOA] SSIEIE: OB .. cuummurscsismssmenssscrnntosss ssmusmomosi onsox st v s e eibEas 1,402 = &=
Proceeds from sale of ' Amortization of discount on investment
common stock, net (note 14) ................. 1,250 8371 . _ 9.621 securities, NEt ol accreliOn wu v mmnsamamims it (10) 73 167
Decrease in net unrealized Delemad I0EN TBHS :unessuaraimabrs i Saiaisss sersesrsmpmssmmmaes 64 (129) (202)
loss on marketable equity Deferred iNCOME faXES ....ovvviiiviiiiieeeie et 25 (53) (158)
SECUMMIES oo _ _ . 19 19 DepreCiation ...t e 260 193 157
Loss on sale of investments, Net ...........occcoviiiiiiiiiic e 1 1 62
(Increase) decrease in income
1AXES TECBIVABIE ..ovunusssissvemunsis o ssisins et s i e s (81) {1,338) 745
Balance at December 31, 1988 .........cc.ccoeevveee... 1,250 8,371 11,194 (51) 20,764 (Increase) decrease in accrued
HOrEt TRCOIN DS .o i s s i SRR sp v 10 (182) (78)
gg‘s;l"zisviaé'ﬁa;;;;a """"""""""""""""""""" - - (2,339) - (2,339) (INCrease) decrease in Other aSSELS .........oooooooooooooooooeeeooeoeoeooeeoeoo (75) 648 (405)
R E— . . (287) o (287) Increase (decrease) in mortgagc_)rs’ ESCIOW 1eevvieeeeeeeiiiicceinnne e e e e e ee e (55) 65 (36)
herease’in net unvedlized Increase (decrease) in a.cfczrued interest
loss on marketable payable and:other Habilties ... 66 (234) 165
L L s — - — = (139) (139) Net cash provided by operating activities ..............covevvveveerreeereeeneenn. 565 205 1,871
Balance at December 31, 1989 ........ccccvvevivvenan. 1,250 8,371 8,568 (190) 17,999 Cash flows from investing activities:
(Increase) decrease in short-term
INVESHITIBITS; TUBE :.ciuisssosinssinsssssmsmstbstssemmmmmmrannsmmsensmmemms s soesmsassmessonmenens 2,000 4,000 (4,500)
INELIORE, ocommsismssnssassssmasavmaisma s s e — — (3,812) — (3,812) Proceeds from maturities of investment
Cash dividends paid SECUMEIES .ooiiiieieieereei et e e ee et ettt e et e e aeeeeeeee e s et et a s e eesneaaaneaeeens 8,315 6,712 3,783
($:28 pershare) .....ciamusmmssimiserses — — (350) — (350) Proceeds from sales of investment seCunities .............coceiciimniniienninin, 12 8 9,462
Increase in net unrealized Principal payments received on
loss on marketable equity Morgage-DAacked SECUITHIEE ... siumssiimmiiems it 50 56 58
L I . — — — (86) (86) PUICHASO OF OGNS ..uiuiuiinsiiinismasisssiiissmmsmmssssmmmssmennmmssssarsessentssssnssasenssonss — = (9,500)
— Purchase of investment SECUMtIeS ..........ccccviioieiiceieeeeceecee e (21,382) (13,348) (10,637)
} Proceeds from sale of I0aNS ... 2,907 284 332
Balance at December 31, 1990 .....ovvvveeeeoeee $ 1,250 8,371 4,406 (276) 13,751 (Inciease) decreéase iNI0ans, NBL ....cuu s st (21) (1,700) (4,137)
Additions toireal estate OWNEd. ..o mmmsimais s s (522) (79) (6)
. Proceeds from sales of real estate owned ..., 2,278 1,373 315
INcrease iN FHLB STOCK ........ooiiieeieeceeeeee et — (149) (230)
See accompanying notes to consolidated financial statements. Additions to banking premises and equipmMent ...........cccooviiriiiiiie e (43) (1,208) (285)
Net cash used in investing activities .........ccovevevvieie i (6,406) (4,049) (15,345)
(Continued)
O e e = & ] s s S e———— R —
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Years ended December 31, 1990, 1989 and 1988

1990 1989 1988
(In Thousands)
Cash flows from financing activities:
Increase (decrease) in depoSHS, Nt ......c..viiriiiiieiiiiiie e 2,866 (7,876) 1,433
Proceeds from Federal Home Loan Bank advances ........ccccoeevviioiiiniieciinains — 15,000 10,000
Repayment of Federal Home Loan Bank advances ..........ccoevevveerveiiinencnnns — (10,000) —
Proceeds from issuance of common SIOCK .........ccoooiiiiiiiiiiiiiiiiiiie i - — 9,621
Cash dividends PAI ......c.coereereeerieeceerenieesiesressreesneerraeessne e e snas e eranenrresnnns (350) (287) —
Net cash provided by (used in) financing activities .............ccccvvvenee 2,516 (3,163) 21,054
Net increase (decrease) in cash and cash equivalents ..................... (3,325) (7,007) 7,580
Cash and cash equivalents:
BeginMNGOl YOAD i s s A s S A B S 6,886 13,893 6,313
ENG OF YBAT ..ttt $ 3,561 6,886 13,893
Supplemental cash flow information:
Cash paid during the year for:
VREETBEE. .onsuscvmssvonmswvnmii st ssias v V550 A ke S $ 9,952 9,436 8,862
INCOMIG TAKOS - viuiisan s siisiisnmi s s i s s 143 S AV REE wua  a AV $ — 878 378
Supplemental disclosure of non-cash
investing activities:
Loans transferred to real estate owned
or substantively repoSSESSed ......c.ceeiciiiiiirecie e e $11,702 1,753 943
Loans transferred to real estate =
hield-for, Tivestment (ot 7} .. s s svas s $ 1,763 1,295 —
Loans charged-off. Nel .coauvunmmvamimiiassmsr s s s $ 4,737 1,043 222

See accompanying notes to consolidated financial statements.
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YOLES 1O CLONSoliagadied r'innancCidi Stdiernmients

December 31, ‘1990, 1989 and 1988
(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The consolidated financial statements include the accounts of the Bank and its wholly owned subsidiaries. All-
intercompany accounts and transactions have been eliminated in consolidation. The accounting and reporting policies of the
Bank conform to generally accepted accounting principles and prevailing practices within the banking industry.

Certain amounts in the prior year's financial statements have been reclassified to conform with the current year's
presentation.

Short-term Investments
Short-term investments generally mature within one year and are stated at cost, which approximates market value.

Investment Securities
Investment securities are stated at cost, adjusted for amortization of premiums and accretion of discounts, which are
calculated on a straight-line basis over the remaining life of the securities.

Mortgage-backed securities are stated at cost, reduced by principal payments.

Fixed income securities are carried at amortized cost based upon management’s intention and ability to carry these
securities until maturity. There were no securities held for sale or trading at December 31, 1990 or 198S.

Marketable equity securities are stated at the lower of aggregate cost or market value.
Gains and losses on disposition of investment securities are computed using the specific identification method.

Loans
Interest is not accrued on loans past-due 90 days or more or when, in the opinion of management, the collectibility of
interest becomes doubtful.

Loan origination fees, net of direct loan origination costs, are deferred and are recognized as adjustments to loan
income over the contractual life of the related loans using a method that approximates the level-yield method.

Allowance for Possible Loan Losses

The allowance for possible loan losses is maintained at a level which management considers adequate to provide for
potential losses based upon an evaluation of risk in the loan portfolio. Such evaluation includes a review of overall portfolio
size, quality, composition, and an assessment of existing economic conditions. While management uses available
information in establishing the allowance for possible loan losses, future adjustments to the allowance may be necessary if
economic conditions differ substantially from the assumptions used in making the evaluations. Additions to the allowance
are charged to earnings; realized losses, net of recoveries, are charged to the allowance. Management believes that the
allowance for possible loan losses is adequate.

Various regulatory agencies, as an integral part of their examination process, periodically review the Bank’s allowance
for possible loan losses. Such agencies may require the Bank to recognize additions to the allowance based on their
judgments of information available to them at their examination date.

(Continued)
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Real Estate Owned or Substantively Repossessed

Real estate owned or substantively repossessed includes those properties acquired through foreclosure or deed in lieu
of foreclosure and properties considered to be repossessed in substance (“in substance foreclosure”). A property is
considered to be an in substance foreclosure when there is indication that the borrower no longer has equity in the property
collateralizing the loan and it is doubtful that the borrower’s equity will be restored in the foreseeable future. Such loans are
carried at the lower of fair value or the balance of the loan on the property at the date of acquisition. Costs relating to the
development and improvement of property are capitalized, whereas those relating to holding the property are charged to
expense. Losses realized subsequent to foreclosure are charged to operations as incurred or when it is determined that the
investment in the property is greater than its estimated net realizable value.

Real Estate Held for Investment

Real estate held for investment is carried at the lower of cost or estimated net realizable value. Net realizable value is
reviewed quarterly and, when necessary, provisions for loss are charged to income. Profit or loss from operations of real
estate held for investment is included in the consolidated statements of operations as non-interest expense - real estate held
for investment, net.

Banking Premises and Equipment

Land is carried at cost. Buildings and equipment are carried at cost less accumulated depreciation. Depreciation
expense is computed using the straight-line method over the estimated useful lives of the related assets: from 25 to 65
years for buildings and 3 to 20 years for equipment.

Maintenance and repairs are charged to expense. Major improvements are capitalized and depreciated.
Income Taxes
Certain items of income and expense are recognized in different periods for financial statement and income tax
purposes. Deferred taxes are provided in the financial statements for such timing differences.
Earnings (Loss) Per Share
Earnings (loss) per share is computed based on the weighted average number of shares outstanding during the year.

Per share data for the year ended December 31, 1988 is not presented since the shares were issued on December 20,
1988.

Statements of Cash Flows
Cash and cash equivalents include amounts due from banks and interest bearing deposits.

(2) Cash and Due from Banks
The Bank is required to maintain cash reserve balances with the Federal Reserve Bank based upon a percentage of

certain deposits. At December 31, 1990 and 1989, cash and due from banks included $193,000 and $312,000, respectively
to satisfy such reserve requirements.

(Continued)
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(3) Investment Securities

Investment securities at December 31 follow:

1990
Amortized Unrealized Unrealized Market
Cost Gains Losses Value
(in Thousands)
Bonds and obligations:
LS. TIRRSUIY: cuvirsmcusscscsssomimssnsimmissavsstsmansas $ 5,970 93 — 6,063
U.S. Government agenCies .........cccoovemvieiuieienssineennnes 9,000 102 — 9,102
EOTPOTANE ..viimiirircrissrmmmessmmemsmssemmmrrrh s S A TSR 17,548 44 (251) 17,341
32,518 239 (251) 32,506
Mortgage-backed SECUMHES ...........c.ovocvriureeieeeeeiieeeennns 524 — (46) 478
Total debt SetUrities . inimisasmismimmvmsssige 33,042 239 (297) 32,984
Marketable equity securities ........c...ccccviiiiininnenniiccsiccin 668
Less net unrealized loss on
marketable equity securities ..........ccccev i ciiennnn, (276)
Marketable equity securities, net ...........ccccecvveenee. 392 392
Total investment SECUNtIES.........cvveerrveniierrerecnriesrceeennnenne $ 33,434 33,376
1989
Amoriized Unrealized Unrealized Market
Cost Gains Losses Value
(In Thousands)
Bonds and obligations:
U.S. TIrEASUIY ...coeeeeeeeereeeeieeeeeiee et esaeeerae e enae e annenrann $ 3,497 9 — 3,506
U.S. GOVernment 8gENCIES ....co.vovvereeeieerienireeeerireeeesianess 3,012 — (2) 3,010
COMPOTALE ..cvveveeeeeveeieeee e ees e eeeeee s s s sesanasnsssanas 12,932 19 (161) 12,790
19,441 28 (163) 19,306
Mortgage-backed SECUNtIES ......ccooveeveviiiie e 574 — (41) 533
Total debt SecuritiesS.........cooiiiiiiieiiiiiiiiiiiiciiiiiiiirieees 20,015 28 (204) 19,839
Marketable equity SECUMTIES ...c.covvvvvenrieriieciiecie e 681
Less net unrealized loss on
marketable equity SECUMtIES .......ceeeceiiiiiiiiee e (190)
Marketable equity securities, net ..........cccccoevieiinnnen. 491 491
Total investment SECUMEIES ......coevevieeiiieiicreeirir e eee e $ 20,506 20,330

Net realized losses on marketable equity securities were $1,000, $1,000 and $2,000 for the years ended December
31, 1990, 1989 and 1988, respectively.

(Continued)
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Net unrealized losses on marketable equity securities at December 31 consisted of the following:

1990 1989
(In Thousands)
GroSs UNTEANZEA GAINS ......cueiveeeeeeieireeee et eee e e e ees e eeeerenneeeesesenne e saeen $ — 2
Gross UNrealized lOSSES ..........ccueiiierieniiieirie et er e see s sn st ne (276) {192)
$ (276) (190)
The maturity distribution of bonds and obligations at December 31 follows:
1990 19839
Amortized Market Amortized Market
Cost Value Cost Value
(In Thousands)
Bonds and obligations:
WIthiN ONE YEAr ...ccuiiivieiieeeee e $ 4,473 4,487 8,324 8,323
Over 1 yearto 5 Years .....ocuevveeeeeeiveeeeeececce e 23,805 23,944 8,854 8,831
Over5yearsto 10 YEArs ......ccccceoviiieieieicie e 4,240 4,075 2,263 2,152
$ 32518 32,506 19,441 19,306

Investment securities with a book value of $500,000 were pledged to secure government deposits at December 31, 1990.

(Continued)
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(4) Loans
Loans at December 31 follow:
1990 1989
(In Thousands)
Mortgage loans:
RESIAENTIAL ... ..oii ettt e e s e e st s snn e e se e enrnnees $ 57,733 64,950
(G 170 o e e e PR e L oS P b o e e e G 14,652 17,246
Residential CONSIMUCHION ....ccooie it cirieee it e ver st s s e ses e s e sessaassnnnsssnsessassas 6,814 18,259
Commercial COMSITUGHION .. sasssomisnssmsms s aammssit S ciesiiasss snse s stiieai st 2,312 3,528
O GTIUTY . cnmvsieses ssnnsonsnsmsnmmmsnssiamisis s s Tuis s e imessn Ses e sS850 —— 8,735 8,626
SECONT MOMGAGES ... v vveeeerreeeere e eeesesie e s etie e e eseeesseereesaneeeasseeessnmeeesnsse e mnnnessans 1,070 1,207
91,316 113,816
Liess URAAVANCAT TUNAS ...ty sismsasss simimses i e sbsa ssvs bsisrnsnibein (1,092) (3,684)
MOMGAGE I0@NS, NMBT ...vviiiii it ettt e e bbb e et e e ees 90,224 110,132
Commercial loans:
LT O o o 1,017 870
UINSBOUIBA s iy ottt ek sk i L L S A B 50 U S AR A 28 77
Tt COMIMBICTA] IS o oiisss vvn o omens sy i fossemsn v ool smas shamsah sss vessas s fonns 1,045 947
Consumer loans:
Personal INSTAIIMENT .........e ettt e e sen e e rr e et e e e s nnne s 3,383 4,581
T o T e e ot S e o e e s 758 825
REVOIVINGIETEAI «.cvuinvimosmismsvmmsissimmmmvremsimesss smassissemmnsa ssvessmmarsssissmmmss s s msssmmiasane spees 136 149
TOtAl CONBUMIET ITATES usnseimsvriess ot B e o s o s N S b 4,277 5,655
B ] 6 L (o= T3PS 95,546 116,634
Less:
Allowance for possible loan losses (Note B) ..o (1,414) (3,381)
Delerred [0am TRes, ML .. e issinrmiseive v st b s baises it oo soid i avsiets (179) (115)
Loans, Net.....cceeeeeeeeeceiieeeeeeeeeienns ressnsnssnmassnsasnesasy s i OSSR SRR RS SRR SRS SR $ 93,953 113,138

Loans totaling $5,263,000 and $16,468,000 were on non-accrual at December 31, 1990 and 1989, respectively.
Interest income not recognized on such loans amounted to $356,000 and $1,475,000 for the years ended December 31,
1990 and 1989, respectively. Prior to cessation of accrual, interest income recognized on such loans was $224,000 and
$386,000 for the years ended December 31, 1990 and 1989, respectively.

Loans serviced for others amounted to $11,063,000 and $10,057,000 at December 31, 1990 and 1989,
respectively.

The Bank's lending activities are conducted principally in communities on the South Shore of Massachusetts. The
Bank grants single family residential loans, commercial real estate loans, commercial loans and a variety of consumer
loans. In addition, the Bank grants loans for the construction of residential homes, commercial real estate properties,
and for land development. Substantially all loans granted by the Bank are secured by real estate collateral. The ability

(Continued)
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and willingness of residential mortgage and consumer loan borrowers to honor their repayment commitments is
generally dependent on the level of overall economic activity within the borrowers’ geographic areas and real estate
values. The ability and willingness of commercial real estate, construction loan and commercial borrowers to honor their
repayment commitments is generally dependent on the health of the real estate market in the borrowers’ geographic
areas and the general economy. The Bank is limited by statute from lending to any one borrower amounts in excess of
20% of stockholders' equity. The Bank had no such lending relationships with borrowers at December 31, 1990.

In the ordinary course of business, the Bank has granted loans to its officers, directors and their affiliates. Activity in
these loans for the years ended December 31 follows:

19390 1989
(In Thousands)
Balance at beginming OF YBAI ... smissirsiississismmimis et smtinssonmmmsansemmmmsmsas $ 911 997
NEW JOANS ...ttt ettt eee et s s eeeer s e nees e s eneenaeeneeenes 288 —
REPAYMENES ..ottt sr et ss e san et en s e ee e eesans (248) (86)
Balance SENEION YOAT ...ooucsums ivssrumssansviioiiss mvicessis ivisbsisssessisiss sassmsisss sis s sssson i $ 951 911

(5) Allowance for Possible Loan Losses

The analysis of the allowance for possible loan losses for the years ended December 31 follows:

1990 1989 1988
(In Thousands)
Balance at beginning of Year..........c.ocoieiuieeiieeeeeee e $ 3,381 924 525
Provision for possible 10an I0SSES ........coccviiiiiiieceeicece e 2,770 3,500 621
6,151 4,424 1,146
Loans Charged-Off .......c.ccveoiieeeiiiiece et (4,816) (1,081) (236)
Recoveries on loans previously

(]2 (18 [ e ria ] [t et st e e S e e 79 38 14
Net loans charged-off ... s snirsssssens (4,737) (1,043) (222)
Balance at nd Of YEar .......cooueiiiuiiiiii e $ 1,414 3,381 924
(Continued)
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otes to Consolidated Financial Statements

(6) Real Estate Owned or Substantively Repossessed

Real estate owned or substantively repossessed at December 31 follows:

1990 © 1989

(In Thousands)
ResidentialNomBSs ..asciumnii smassssmssvsmimseismmsemsiess s amms s $ 7,135 1,093
Land develDPMENE s siiimmmmmmammypmssims s s b s s s e 2,152 —
Resldential cCONAOMINMUMES «..ocsissimsinsivssssossmmivisisinmssassass siassmisbmamissssssnsatends 460 —
CommMercial real @State . sinmnainvriiies i e e S Y e S T e 320 —
10,067 1,093
Less allowance for possible I0SSES ........c..cvrrieiiinmisiiniii i ssiesssnens (430) —
$ 9,637 1,093

An analysis of real estate owned or substantively repossessed for the years ended December 31 follows:

1990 1989
(In Thousands)
Balance at beginning Of YEar ........cccuuuiiriiiiiee s e $ 1,093 634
Foreclosures and properties substantively repossessed ..........ccccvvicecivvvicriniinns 11,702 1,753
DTN ONVIEITIBINES s s csinns oussatams nammnmssiss SEaam i s R S AL 3 S ST 522 79
SAIES covrriimrmi e e R O e S S A (2,278) (1,373)
VVEHBUOWIIS: ...vsmserrenesessssssnessassrensenmssssnssnnssssesssasssssssabbbnsssssnsntssdsbosivinsssossmsrvivasses (1,402) —

Balance at N0 Of YEAT ......ccceeivieiieie ettt ee st e ss e s see e $ 9,637 1,093

An analysis of foreclosed property expense for the years ended December 31 follows:

1990 1989 1988

(In Thousands)
WIite-dOWNS UIING YT ....vveeeeeiiieeieeie et eb e eaae e $1,402 — —
Foreclosure costs and holding costs, Net ..o 400 58 —

$ 1,802 58 -

Included in foreclosed property expense for the year ended December 31, 1990 is $70,000 representing the effect of
below-market financing on loans granted by the Bank to finance certain sales of foreclosed properties.
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(7) Real Estate Held for Investment

Real estate held for investment represents properiies acquired by foreclosure or deed-in-lieu of foreciosure which are
operated by the Bank for income-producing purposes. The properties held at December 31 are as follows:

(8) Banking Premises and Equipment

Banking premises and equipment at December 31 follows:

BHIINIGS oo e e e ae e
EQUIDIREIT Lo et e e s bbb e e e e et enee e

Less accumulated depreciation ...

{9) Deposits

Deposits at December 31 follows:

Non-certificate accounts:

Regular and special NotCE ... e
Money marke! GePOSHS ....ov e
NOWY Lt ettt sttt b e

Term certificates:

LSS than B100,000 oottt
FA00,000 BN OVBI oo e ran et e e eere s eaarnen

T OB 1eITT COTHIICAIES oottt

TOIA GBPOSBRS ettt et e a e

1990 1989
{in Thousands)
$ 1,837 1,285
1,400 o
3,037 1,285
{86) {20)
$ 2,951 1.275
1990 1989
{in Thousands)
$ 473 473
1,622 1,620
1,057 1,025
3,152 3,118
{1,206} {1,042)
$ 1945 2,078
1990 1989
{in Thousands)
$ 20,637 22,005
30,264 23,912
7,385 8,001
2,712 3,048
60,998 56,964
51,513 49,792
6,700 9,589
58,213 59,381

$ 119,211 116,345

Hingbam Instihition for Savings and Subsidiariess

The maturily distribution of term certificates at December 31 follows:

1990 1989 -
Weighted Weighied
Average Average
Amount Rate Amount Rale
{Dollars in Thousands)
WHRIN T VAT .ot srer s e e $ 44,151 8.08% $ 42419 8.46%
Over 1 yearto 2 ¥8ars ....oocvv oo 9,419 8.51 8,237 8.46
Over 2yearsto 3Years ......oovveive e 4,843 8.48 7,589 8.59
OVBE 3 VRIS et ceeeeiriee v et ettt s et e nees : — — 1,136 8.00

$ 58,213 8.18% $ 59,381 8.49%

(10) Federal Home Loan Bank Advances

A summary of advances from the Federal Home Loan Bank of Boston at December 31 follows:

1990 1989
Weighied Weighted
Average Average
Maturity Date Type Amount Hate Amount Rate
{Doilars In Thousands)
February 15,1994 .. Variable Rate $ 7,000 8.63% $ 7,000 9.86%
May 15, 1994 .o Variable Rate 5,000 8.86 5,000 9.66
September 15, 1994 .., Variable Rate 3,000 8.25 3,000 8.56
: $ 15,000 8.63% $ 15,000 8.53%

All borrowings from the Federal Home Loan Barnk of Boston are secured by all stock in the Federal Home Loan Bank of
Boston and a blanket lien on “qualified collateral” defined principally as 80% of the market values of U.S. Government and
federal agency obligations and 70% of the carrying values of residential mortgages.

{Continued)
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(11) income Taxes

The components of income tax expense (benefil) at December 31 follows:

1990 1989 19838
{in Thousands)
Current:
FOUABIAL 1oooviiiiicee ettt ea s s ran e er e n e et e raaeen £ (832 (387) 772
BB ¢oorvvoeiees st et st et e er e —_ (72) 351
(632} (459) 1,123
Deferred:
Fedaral ... et b — (53) {126}
BEALE Lottt et n et s st reereraan 25 — {32)
25 (53) (158)
$ (607} (512} 965

Deferred income taxes result from timing differences in the recognition of revenue and expense for fax and financial
statement purposes. The tax effects of these timing differences for the years ended December 31 are as follows:

1930 1988 1988

{in Thousands} T
Cash basis accounting for 18X BUIPOSBES oo $ {79 (78} {70}
Deferred loan onginalion 1888 ..., 8 25 {77
L T OO SOV U SRRSO R RUOTUOTRURTI {3 e {11)

Non-recognition of net operating loss

CBITYOVET oottt ee ettt st r e e e e e eaa e e et teeas e s aaaeeaensraresann 99 e —
% 25 53} {158)

The effective income fax rates for the years ended December 31 differ from the Federal “expected” statutory income fax
rate for the following reasons;

1880 1989 1988
Federal “expacted” stalilon M8 e {34.0)% {34.0)% 34.0%
increase (decrease) resulting from:
Bad debl dedUCHON ..o e {16.5) 15.8 7.1
Dividends received deduclion ..o 1.9 {.2) {4
State taxes, net ol federaltax banefll N {1.4) 1.7
Non-recognition of net operating loss
BTV OVEY it iee e ete e e et e st e s a b s e e e 2t n e e e s e a2 annr s 38.8 — —
OHer NET e et et rettesnnta e aan e aeeteanre bt s — 1.8 1.3
Effective incoma tax ta18 ..o {(13.7Y% {18.0Y% 53.7%

{Continued)
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At December 31, 1960, the Bank had book and tax net operating loss carryforwards of approximately $3,008,000 which
are available to offset {uture federal taxable income. MNet operating loss carmylorwards are subiect 1o a filleen-year
carryforward and will expire by 2005, The benelits of net operating loss carryforwards are recoghized when realized.

In Dacember 1887, the Financial Accounting Standards Board ("FASE" issusd a slatement of accounting for income
{axes which adopis a balance shest approach in place of the income statement approach presently used. The statement
requires that a liability be recognized for the amount of temporary differences anticipated 1o be inciuded in taxable income in
fulure years at income tax rales in effect at each reponiing dale. in 1989, the FASE posiponed the effective date of the
statement, and § will be effective for the Bank on January 1, 1992. The accounting method (i.e., restatement or curnulative
effect} which the Bank will utilize to adopt the statement and the estimaled effect on earnings and refained eamings have not
been determined at this time.

{12) Financial Instruments with Off-Balance Sheet Risk

The Bank is parly to financial instruments with off-balance sheet risk In the normal course of business 1o meet the
financing needs of its customers. These financial instruments include unused lines of credit, unadvanced podions of
construction loans, commitments o originate leans, and standby letiers of credil. The instruments involve, to varying
degrees, elements of credit and interest rale risk in excess of the amounis recognized in the balance sheets. The amounis
of those instruments reflect the exdent of the Bank’s invoivement in particular classes of financial insiruments.

The Bank's exposure 10 credit loss in the event of nonperformance by the other party o its financial instruments (for
unused lines of credit, unadvanced portions of construction loans, loan commilments, and standby letters of credil} is
represented by the contradtual amount of those instruments. The Bank uses the same credit policies in making
commitments and conditional obligations as it does for on-balance sheet instruments.

Financial instrumenis with off-balance sheet risk at December 31, 1380 follow:

Unused lines of credit ... e $ 3,090,000
Unadvanced portions of construction oans.....coc e 1,092,000
Commitments 10 oniginale Joans ..o 684,000
Standby letiers of credit ... 66,000

Commitmenis 1o originate loans, unused lines of sredit and unadvanced portions of construction loans are agreemenis
to lend to a customer provided there is no violation of any condition established in the contract. Commitments generally have
fixed expiration dates or other termination clauses and may require payment of a fee. Since many of the commitmernts may
expire without being drawn upon, the total commitment amounis do not necessarily represent fulure cash requirements. The
RBank evaluates each customer’s credit worthiness on a case-by-case basis. The amount of collateral obtained, ¥ deemed
necessary by the Bank upon extension of credh, is based on management's credit evaluation of the bormower.

Standby letters of credit are conditional comimitments issued by the Bank {o guarantee the performance by a customer
1o a third party. The cradi risk involved in issuing fetters of credit is essentially the same as that invoived in extending loan

tacilities 1o customers,
{13) Litigation

On Aprit 11, 19980, a lawsuit against the Bank by its former presidenti was dismissed by the court without liability to the
Bank. The Bank's claims against its former president will continue 0 be vigorously pursued as the Bank contends that a
substantial portion of the losses it has sustained result from the former president’s alleged conduct. The Bank is pursuing
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recovery of damages with its insurance carrier as such losses are believed to be covered under the Bank's insurance policy,
subject to the deductible amount. No determination can be made at this time as to the extent to which the Bank will recover
damages if it is successful in pursuing its claim,

'in connection with the alleged conduct of the Bank’s former president, several individuals have threatened claims
against the Bank. The Bank will vigorously defend itself against any and all such claims if or when they are filed.

The Bank is a defendant in four lawsuits relating to lender liability. Three of these lawsuits were brought by one
berrower. The Bank obtained partial summary judgment in the first lawsuit. The Bank has moved 1o dismiss the other two
fawsuits on the basis that they are duplicative of the first lawsuii. The Bark will continue fo defend these lawsuits. The Bank
contends that these actions are harassment and duplicative of the first complaint. The fourth lawsuit was brought by a
separate borrower of the Bank. The borrower has alleged that the Bank committed various toris and breached its contract
with respect to the borrower's application for funds. The Bank has answered by denying the claims and has counterclaimed
against the borrower for breach of contract with respect to several outstanding promissory notes held by the Bank. The Bank
will vigorously defend itself against the claims asserted by this borrower,

The outcome of and the ultimate liabllity of the Bank, if any, from these actions cannot be predicted at this time and,
accordingly, the Bank has made no provision for these matters in iis financial statements. The Bank befieves that it has
meritorious defenses to the claims and intends to pursue them through the appropriate legal process.

{14) Stockholders’ Equity

The Bank is required under Federal Deposit Insurance Corporation ("FDIC™) regulations to maintain certain capital
requirements. At December 31, the Bank’s capital requirements were as follows {unaudited):

Required Aciual
Percentage Amount Percentage Amount
{Doflars in Thousands)

PIITBIY e 550% $ 8,287 10.068% $ 15,185

TOMAT e 6.00 9,040 10.06 15,165
Risk Based:

Tier 1 T I TS TSI 3.63 5127 12.83 13,751

Totalfliers 1and 2) .o, 7.25 10,255 14,15 15,165

On December 20, 1988, the Bank converted from a Massachusetis chartered savings bank in mutual formio a
Massachusetis chartered savings bank in stock form by sale of 1,250,000 shares of common stock at $8.50 a share. The net
proceeds received were 39,621,000 after deducting conversion costs of $1,004,000. At the fime of conversion, the Bank
estabiished & liquidation account in the amount of $11,013,000. In accordance with Massachusetts statute, the liquidation
account is mainfained for the benefit of eligible deposit account holders who continue to maintain their accounts in the Bank
after the conversion. The liquidation account is reduced annually to the extent that eligible deposit account holders have
reduced their qualifying deposits. Subsequent deposit account increases will not restore an eligible account holder's interest
in the higuidation account. In the event of complste liquidation, eligible account holders will be entitled to receive a disiribution
in an amount equal to their current, adjusted liquidation account balances to the extent that funds are available. According to
the Bank’s transfer agent, the balance of the liquidation account at December 31, 1990 amounted to approximately
$3,127,000 {unaudited).

{Continuad)
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The Bank may not declare or pay cash dividends on its shares of common stock if the effects thereof would cause
stockholders’ equity o be reduced below applicable capital maintenance requirements or below the balance of the
liquidation account, or if such declaration and payments would otherwise violate regulatory requirements.

Retained earnings at December 31, 1990 includes approximately $2,603,000 of additions to the bad debt reserve for
income tax purposes which ray be subiect o tax i not used to absorb loan losses or if the Bank's “qualifying” asseis
{primarily cash, U.8. Treasury securities and residential mortgage loans) fall below 60% of 1otal assets. At December 31,
1990, qualitying assetls were approximately 70% (unaudied) of iotal assels.

In connection with the conversion 1o stock form, the Bank adopted a stock option plan under which options may be
granted to directors and officers and other empiloyees as the Board may determine. A total of 125,000 shares of common
stock are reserved for issuance pursuant to options granted under the plan. Both “incentive opticns” and “non-gualified
options” may be granted under the plan. All options granted under the plan will have an exercise price per share equalfo or
in excess of the fair market value of a share of common stock at the date the option is granted and will have a maximum
option term of 10 years. Non-qualified stock options vest over a five year pertod. No option is exercisable until three years
from the date of the completion of the conversion of the Bank 1o stock form {December 20, 1881},

Stock option activity for the years ended December 31 follows:

1990 1989 1988
Options outstanding at beginning of year.........ccoiii i, 53,600 — —_
Granted . et 54,600 53,600 —_
FOrBIBU ... et ettt r e rn e sanaene e e {12,700) — -
EXEICISEU ..o e et s e — =
Options outstanding atend of year ... 85,500 53,600 —
Weighted average exXerciSe DHCE ... $6.05 $8.50 e

{15} Pension and Employee incentive Plans

The Bank provides pension benefits {or substantially all ot its eligible officers and employees through membership in a
defined benefit plan of the Savings Banks Employees’ Retirement Association ("SBERA”). Under the plan, retirement
benefits are based on years of ¢credited service, the highest average compensation (as defined), and the primary social
security benefit. in addition, employees may make optional, voluntary contributions 1o the plan under several methods.
These optional contributions provide retirement benefits 10 the employee in addition 1o those otherwise available under the
Bank's plan. Annuat contributions by the Bank to the pian are based on assessments from SBERA.
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Pension expense under the plan for the vears ended December 31, 1990, 1989 and 1988 follows:

1290 1989 1588
{in Thousands}

Service cost - benefits eamed SN Period oo $ 96 89 56
Irterest cost on projectad benelit obigalOM e B84 1158 110
ACIUAT TR O PHEN B8SEI8 oo e e e er e 29 {183 {157}
Netamortization and deferral ... e, 3 3 3
Amortization of Nel (GaIN J085 e {115) 85 B
Net periodic DENSION BXDBNSE oot £ 47 89 83

The funded status of the plan at Ociober 31, the plans valuation date, foliows:

1990 1988
o Thousands)
Actuarial present value of:

Vested benefif ObBOAHONS .. e, $ 829 686

Nor-vested benefit obEGAHDNS Lo, i2 o

$ B4t 584

Actuarial present value of projecied benefit obligation ... e s $ 1,208 1,073

Plan assels 3l 1aIr VIS ..o e e 1,089 1,083
Plan assets in excess of (less than) '

projecied benefit ODEGANION ..o e {140) 20

Unrecognized NBLgaii it (38} (116)

Unrecognized net obligation at INCeDHON ..o e e 46 48

Accried pension cost at end OF YEaT ..o e $ (132 (48)

For the plan years ended October 31, 1990 and 1989, actuarial assumptions include an assumed discount rate of 7.75%
and 7.50%, respectively, and an expected long-term rate of return on pian assels of 7.50% and 7.75%, respectively and an
assumed 6% rate of increase in compensation for both years.

The Bank had maintained an incentive plan whereby employeas were eligible to receive 2 bonus based on their
respective salaries and years of service dependent on the Bank’s earnings. The incentive pian was terminated in 1990,
mcentive plan expense for the years ended Decernber 31, 1982 and 1988 amounted to $96,000 and $157,000, respectively.

{Continued)

{16} Guarterly Financlal Data {unaudited)

Quarlterly resulls of operations for the years ended December 31, 1990 and 1989 are as follows:

1980 1989
5t 2nd 3rd 43 st 2nd 3rd 4ih
{in Thousands, Except Per Share Amounis)
INerest NCOME i $ 3,282 3,274 3,384 3272 3,342 3,343 3,018 3,314
Interest OXPeNSe .o 2,467 2,446 2,508 2,507 2,185 2,321 2,454 2,495
Net interest NCOME . .vvcivcicrieiennes 815 8528 876 765 1,187 1,022 565 819

Provision for possible
08N IOBS8S e 1,100 100 £80 830 64 40 3,000 396

Net inferest incoma
{expense) after

provigion for
possible lnan fosses ... {285) 728 196 {125) 1,003 982 {2,435) 423
Non-interestincome ... 80 98 79 89 17 106 78 87
Non-interest expense .....coeveee, (1,035) (1,088) (1,280) {1,867) (824) {836) {(773) {889)
Income (loss} befors
INCOME 1aXES .o ev e vreanrn s {1,241) 260y (1,015 {1,803 386 252 (3,130) {359)
income 1ax expense
{banefil) .., {498) (25) {96) 12 177 17 {742) 35
Netincome (088} .. 5 (743 {235) 914 (1,915 209 235 {2,388) (395)

Eamings (ioss) per
ShAre e $ (59 {.19) {.74) {1.53) A7 48 {1.81) (.32)

The Bani's provision for possible loan losses of $3,000,000 in the third quarter of 1989 reflects the Bank’s assessment
of the values of underlying coliateral for non-performing loans during the period. In the first quarter of 1830, the provision of
$1,100,000 reflects the effects of a regulalory examination which was completed during the period. In the fourth quarter of
1980, the Bank resvaluated all non-performing loans and foreclosed properties in light of the continuing decline of real eslate
values. This evaluation resulted in an increased provision for possible loan losses ard additional writedowns and provision
for loss on toreciosed propedies (included in non-interest expense).
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request addressed o the invesior Helations Department.

STOCK DATA

Hingham Institution: for Savings commeon shares are listed
and traded on the NASDAQ National Market System
under the symbol HIFS.

A5 of December 31,1930 there were approximalely 678
stockholders of record, holding 773,023 outstanding
shares of common stock. This does not include the
number of persons who hold their shares in nominee or
street name through various brokerage firms.

The following table presents the guarterly high and low bid
prices for the Bank’s common siock reported by
NASDAQ.

High Low
1590
First Quarter 5512 $ 334
Segcond Quarter 51/8 31/2
Third Quarter 4 1/4 23/8
Fourth Quarter 31/4 15/8
1989
First Quarter 87/8 7 12
Second Quarter B1/4 8 5/8
Third Quarier 8 §3/8
Fourth Quarter 6 3/4 4 3/8

The closing sale price of the Bank's common stock at
December 31, 1950 was $2 1/8 per share.
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THE OLD ORDINARY

Originally, a dwelling, later a tap
room, the Old Ordinary on Lincoln
Street, stands as a memento of
Hingham's early days. Through the
generosity of Dr. Wilmon Brewer,
who presented it in 1922 as a
memorial to his father, Francis W.
Brewer, the Old Ordinary is the
property of the Hingham Historical
Society which maintains it as a
museum. Most of Old Ordinary was
built between 1680 and 1690 by
Thomas Andrews Sr., as a resi-
dence. In 1702, the Selectmen of
the Town gave Thomas Andrews
Jr., who had inherited it, permission
to sell "Strong waters on Broad
Cove Lane (Lincoln Street) pro-
vided he sent h is customers home
at reasonable hours with ability to
keep their legs.”

Capt. Francis Barker, master
shipwright and military officer, who
acquired the property in 1749, built

the addition with the entrance on
Linceln Street (the Willard Room),
the Lincoln Street hall, the tap
room and the upstairs bedrooms.
He lived here for 55 years.

THOMAS THAXTER HOUSE

For 212 years, this Colonial dwell-
ing occupied the corner of North
Street and Fearing Road. It was the
home of Thomas Thaxter, first of
the name in Hingham, who bought
the house and land in 1652.
Thaxters lived in it for five genera-
tions, the last being Major Samuel
Thaxter, who was an army officer in
the French and Indian Wars. When
he removed to Bridgewater in 1771,
the property was acquired by Elisha
Leavitt. The dwelling with tapestried
walls, decorated door panels and
broad, tiled fireplaces was taken
down in 1864 preparatory to the
erection of St. Paul's Roman
Catholic Church on the site in 1871.

The building to the right was
the residence of Col. Nathan Rice,
a prominent Federalist, Town

) e )
TR LT P
Cul finties. { 4K
r " Y

leader, representative in the
General Court, and aide to Gen.
Benjamin Lincoln. The structure,
built by Dr. Bela Lincoln, brother of
Gen. Lincoln, subsequently was
altered into the Union Hotel which
eventually became the Cushing
House. This hostelry was razed in
1949. The Hingham Post Office
now occupies this corner.

OLD SHIP MEETING HOUSE

The Old Ship Meeting House, built
in 1681, is not only the oldest
wooden church structure in
America, it is also the oldest church
building in continuous use in this
country. Its cost of £430 was
raised by assessing the 140 families
of Hingham, each according to its
ability to pay. Architecturally, the
Meeting House reflects the Elizabe-
than Gothic, in wood, of the builders'
homeland. It is the only example left
in America of this style.

Hingham Institution for Savings and Subsidiaries s ——m—

The great curved frames like
the knees of a ship that support the
roof, were cut from oak trees
growing on neighboring hillsides.
They were adz hewn, with no two
alike in dimension. It is likely that
the familiar name "Old Ship" came
from this unusual roof structure,
which if inverted, would show some
resemblance to the hull of a ship.
This view shows the meeting house
after the addition of side galleries in
1730 and 1755, which necessitated
a larger over-all exterior.

The Old Ship is located on
Main Street near the site of the first
meeting house of the First Parish in
Hingham "gathered" by the Rev.
Peter Hobart when the Town was
incorporated in 1635.

ACTIVE HINGHAM HARBOR

This is Hingham Harbor looking
toward Boston, from a corner of
Barnes Wharf off Summer Street,
which was one of many serving
local shipping interests. At left, is a
coastwise lugger, which carried
Hingham goods up and down the
Atlantic. At the pier is a two-masted
schooner, characteristic of the type
of vessel built and launched in
Hingham shipyards. For 45 years,
Hingham was so important in
maritime activity, that it was a Port
of Entry to the United States with a
Custom House. In 1831, more than
55,000 barrels of mackerel were
landed on Hingham Wharves. In
1836, 22,000 barrels of salt were
produced on its shores by evapo-
rating seawater. The commercial
importance of Hingham in the 18th
century tied it closely to Boston and
sailing vessels, such as these
shown, made frequent trips with
products of the sea and land as
well as manufactured items from
Hingham factories and mills.

THE FOLSOM HOUSE

The Folsom (Foulsham) house
located at Hingham Centre, was
taken down in 1875 "having be-
come untenantable from age." The
house was built (1652) and for a
time occupied by John Folsom who
settled in Hingham in 1638. Later, it
became the property of the
Sprague family, passing in unbro-
ken succession for several genera-
tions. John Folsom married Lydia
Gilman, sister of Mrs. Daniel
Cushing, whose husband was a
son of the original Matthew
Cushing. When Folsom moved with
his family to New Hampshire,
Daniel Cushing bought his estate.
The Central Fire Station is now on
this property.

DERBY ACADEMY

"For the Teaching of the Youth of
the North Parish and others" Derby
School was founded Oct. 25, 1784
as the first co-educational school in
the nation. It became Derby Acad-
emy in 1797. Sarah Derby who
inherited considerable wealth from
her second husband, established
the school to "promote Head and
Heart" with age limits of 9 years for
girls and 12 years for boys except
that "any male who is intended for
admission to Harvard College may
enter under 12 years of age." The
Derby Academy building, on Main
Street, shown here, was erected in
1818 almost on the site of the first
school building, at a cost of
$3,930.10. The exterior of it today
remains virtually unchanged, but
the interior has been altered many
times. For many years, the Derby
building was the only one of any
size in Hingham, and it was used
for lectures, meetings and social
functions as well as Town Meet-
ings. It is now owned by the
Hingham Historical Society.

To the left at the base of the hill
is the Hollis house, erected 1750 by
Susanna Hersey. It is popularly

known as the "Arcadian" house
because it had sheltered Arcadians
who had fled to escape persecu-
tion. In 1790, it was part of the
Derby School legacy. The house
was taken down in 1912 to make
room for the Town Office Building
which was completed the following
year. It is now the Administration
Building for the School Department
of the Town.

At far right, behind the fence, is
a corner of the Thomas Loring
house, built in 1813.

TOWN SEAL

Hingham's official seal was adopted
at March 1886 Town Meeting on the
recommendation of a committee
headed by John D. Long, former
Governor of the Commonwealth,
and a Hingham resident. Who drew
the original illustration remains
unknown in Town records. But
William A. Dwiggins, noted typo-
graphic designer, also a Hingham
resident, redrew the seal in 1942. In
official language, the seal is that of
a "view of the old meeting house,
the ancient fort and the monument
erected to the first settlers of
Hingham," which make up the
central motif. This is surrounded by
two circles, one within the other.
Between the circles are the words:
"Church, School, Train-Band, Town
Meeting" Beneath the inner circle, in
chief, "Bare Cove 1633" and above
the circle, in base, "Hingham 1635,"
when the Town was incorporated.
Its incorporation resolution of the
General Court is said to be among
the shortest acts on record: "The
name of Bare Cove shall be
changed and hereafter to be called
Hingham."
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