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ITEM 1 - FINANCIAL, STATEMENTS
HINGHAM INSTITUTION FOR SAVINGS AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
September 30 December 31,

1993 1992
(In Thousands)
ASSETS (Unaudited)
Cash and due from banks . . e s s s 2 o e s e ® $2,189 $2,509
Interest-bearing deposits in banks s e e e e e e 7,085 941
Total cash and cash equivalents . . . . . . . 9,274 3,450
Securities held for sale - market value of
$61,140,000 in 1993, and §$66,494,000 in 1992 . . . 60,934 65,183

Loans, net of allowance for loan losses of

$1,202,000 in 1993 and $1,501,000 in 1992 . . . . 67,711 69,465
Real estate owned or substantively reposgsessed . . . 4,014 2,938
Real estate held for investment . . . . . . « « « &« 0 2,798
Accrued interest receivable . . . ¢« & ¢ 4 ¢ 4 . . 1,029 996
Deferred income tax asset . ¢« o ¢« ¢« + o « o 2 ¢ + 400 400
Federal Home Loan Bank stock, at cost. . + « « « « 1,000 1,000
Banking premiges and equipment, net. . . . . . . . . 1,551 1,620
Other assgets . v ¢ ¢ ¢ ¢ o o s = 2 = 2 s « o 5 » o = 843 612

$146,756 $149,460
LIABILITIES AND STOCKHOLDERS’ EQUITY
Deposgits . . . 4 e s s s s s s e s s e s s s oe s $117,102 $119,885
Federal Home Loan Bank advances . « « o o s s s » = 15,000 15,000
Accrued interest payable . . .« « + o o 2 o s o o & 303 409
Mortgagors’ £SCXOW « « s+ « o + « » s s & & &« & & @« & 216 148
Other liabilities . « ¢« ¢ &« o« o« o o s o o & s & = = 505 306

Total liabilities . & ¢ ¢ o« o o ¢ « o = o s « + = 133,126 135,748
Stockholders’ equity:

Preferred stock, $1.00 par value,

2,500,000 shares authorized; none issued . . . . - -

Common stock, $1.00 par value,

5,000,000 shares authorized; 1,274,340 and
1,253,000 shares issued and outstanding. . . . . 1,274 1,253
Additional paid=-in capital . . . . . .+ « +« + & + 8,444 8,380
Retained earnings . .« « ¢« o & o o o ¢ ¢ o o o o 3,912 4,103
13,630 13,736

Net unrealized loss on marketable

equity securities. . . « .« + ¢+ - . ¢ 4 s 4 4 o« . c {24)
Total stockholders’ equity . . . . . + « « « + . 13,630 13,712
$146,756 $149,460

See accompanying Notes to Conscolidated Financial Statements.
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ITEM 1 - FINANCIAL STATEMENTS {(conti

nued)

HINGHAM INSTITUTION FOR SAVINGS AND SUBSIDIARIES

Consolidated Statements of Operations

Interest and dividend income:
LOGNS « o « o« o & o + s o 2 s o =
Investment securities . . . . « .
Interest bearing deposits . . . .

Total interest and dividend inco

Interest expense:
Deposits .« « « o o ¢ = ¢ & + & =
Federal Home Loan Bank advances .

Total interest expense . . . .

Net interest income . . . + « «
Provigion for loan losses . . « « «

Net interest income after
provisgion for loan losses . .

Non-interest income:
Fees on deposgit accounts . . . .
Gain (loss) on sale of investments
Gain on sale of branch building .
Fidelity Bond Insurance Settlement
Other + « « o + « & =« o o o s o =

Total non-interest income . .

Non—-interest expense:

Expenses related to Proxy contest
Salaries and employee benefits .
Data processing . . « . . . . .+ .
Occupancy and equipment . . . . .
Foreclosed properties, net . . .
Real egtate held for investment,

Legal o ¢ o o o o v 2 s s e s o s
Deposit insurance . ..« « « & + .
Other . « ¢ + & + o« « o ¢ s o« o

o]
* = o [De & » & @
'L

Total non-interest expense . .
Income (lcss) before income tax
Income tax expense . « + s« s+ « o
Net income (loss) .« « + + « »
Net income (loss) per commeon share

Weighted average shares outstanding

me . .

, net

L ) -

" 4 " a8

. .

+ & F & 2 2 ¢ &
L R I R N )

expense

L] . - =

L - -

See Accompanying Notes to

4 ¢ ¢ & 8
« & 8 & »
. & & ¥
" s s & @

L R R . )
L N I T I
L B R I I T
« & o & v = & 3 @

« v s e 8

L I B R A N I

Three Months Ended Nine Months Ended

September 30, September 30,
1993 1992 1993 1992
(In Thousands, Except Per Share Amounts)
{Unaudited)
. » 51,424 $1,855 $4,315 $5,748
.. 751 941 2,587 2,889
.- . 55 10 93 62
. . 2,230 2,806 6,995 8,699
. . 931 1,367 3,025 4,459
. . 164 192 509 626
. .« 1,095 1,559 3,534 5,085
« + 1,135 1,247 3,461 3,614
. . 0 o €3 50
.- . 1,135 1,247 3,398 3,564
.- . 65 56 187 164
. . {13) 1s2 559 528
. . 106 0 106
.« . 0 0 515 0
« . 26 28 91 101
. . 78 382 1,352 899
. o 0 1,508 e
. e 401 362 1,150 1,112
.. 72 72 221 224
. . 82 81 249 258
. . 74 478 623 898
o« . o 34 291 134
. . 32 29 101 73
.- . 77 72 253 214
. . 179 150 543 625
. . 917 1,318 4,939 3,538
. . 296 311 {189) 925
- L] 0 0 2 2
« - § 2986 $ 311 ($191) § 923
« o $0.23 $§0.25 ($0.15) $0.74
e« 1,271 1,250 1,265 1,250

Consolidated Financial Statements.
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ITEM 1 - FINANCIAL STATEMENTS (continued)

HINGHAM INSTITUTION FOR SAVINGS AND SUBSIDIARIES

CONSCLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS® EQUITY

Balance at December 31, 19591

Net income . « « « o ¢ o
Stock options exercised. . .
Decrease in net unrealized

loss on marketable equity
gecurities . . . . . . .

Balance September 30, 1992

{unaudited)

Balance at December 31, 1992

Net 1loS8B « v« « ¢« « ¢ ¢ & &«

Stock options exercised. .

Decrease in net unrealized
loss on marketable equity
securities . .

Balance September 30, 1993
{unaudited)

FOR THE NINE MONTHS ENDED

SEPTEMBER 30,

Additional

Common paid=-in
stock capital
51,250 $8,371
1 3
1,251 58,374
$1,253 58,380
21 64
$1,274 $8,444

1993 and 1992

Net
unrealized
less on Total
marketable stock-
Retained equity holders’
earnings securities equity
(In Thousands)
{Unaudited)
§2,547 (S180) $11,988
923 923
4
137 137
$3,470 ($43) $13,052
$4,103 ($24) $13,712
(191) (191)
85
24 24
§3,912 $0 513,630

See Accompanying Notes to Consolidated Financial Statements.

4 of 23




HINGHAM INSTITUTION FOR SAVINGS AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Nine Months Ended
September 30,

1993 1992

{In thousands)
(Unaudited)

Cash flows from operating activities:
Net income (loSS) « o o o o 2 o o o o 2 s o o » o s =« s o ($191)
Adjustments to reconcile net income (loss) to
net cash provided by operating activities:
Provigion for loan loSses . . .+ « +« & & ¢ & & 4 + o o 63 50
Provision for loss and write~downs on real

$923

estate owned 8 4 4 & e # & B+ & B s ® e e = o+ = = 432 724
Amortization of discount on investment
gecurities, net of accretion .« .+ + 4+ & & & o 0 s s 445 198
Increase (decrease) deferred loan fees, net . . . . . . c 3
DepJ:ECiation 4 ¢ ¢ 4 2w o a e & 4 + T e @ s = ® + @ s e 112 235
Loss {gain) on sale of investments, net , . . . . . . . (559) {528)
(Increase) decrease in accrued
interest receivable . .« . ¢« & ¢ 4 4 4 4t e s e s o (33) 297
(Increase) decrease in other assets . . .+ « + + + « + o (222) {1,032}
Increase (decrease) in mortgagors’ eSCrow . + « « + + 68 56
Increase (decrease) in accrued interest
payable and other liabilities . . . . . + + + « + . . 93 (1886)
Net cash provided by {(used in) operating activities . . 208 740
Cash flows from investing activities:
Proceeds from maturities of investment
-- 5,523

Becurities . . 4 4 4 4 4 4 e 8 e e 4 s s s e s s s e s
Proceeds from sales of investment securities . . . . . . . 36,396 29,658

Principal payments received on

mortgage-backed securities . . . . . . . . 4 4 4 . . - . 14,812 4,693
Purchase of investment securities . . . . . . . . . . «. .« . (45,921) (41,924)
Proceeds from sale of 1loansg « « + ¢ o ¢ ¢ o « ¢ o o o o o & 292 343
{Increase) decrease in loans, net . . . + ¢« + « ¢ « & + &+ & 602 {1,209)
Additions to real estate owned, net . . . . . . . . . . . . 4 (187)
Proceeds from sales of real estate cwned . . + . « « « . . 1,811 1,218
Gain on sale of real estate ocwned . . . . . . . ¢ 4 . 4 . . - (41)
Writedown of real estate held for investment . . . . . . . 271 1s
Additions teo real estate held for investment . . . . . . . {14) {10)
Additions to banking premises and equipment . . . . . . . . (39) (5}
Proceeds from sale of Hanover branch building . . . . . . . -- 173
Gain on sale of Hanover branch building . . . . . + .+ + . . —-— (1086)

Net cash provided by (used in) investing activities . . . 8,314 (1,859}
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HINGHAM INSTITUTION FOR SAVINGS AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)

Nine Months Ended
September 30,

- —— i et

1993 1992
{In thousands)
{Unaudited)
Cash flowe from financing activities:
Increase (decrease) in deposits, net . . . . . . ... . . . . (2,783) 1,974
Proceeds from stock options exercised . . . . .+ v . & o« « & 85 4
Proceeds from FHLB advancCes . . . « « « + = o s o s o » o 0 7,000
Repayment of FHLB advancCes . + « « « 4 + 4+ + o 2 2 s s o o &« 0 {7,000)
Net cash provided by (used in) financing activities. . . . (2,698) 1,978
Net increase in cash and cash equivalents . . . . . . . . 5,824 859
Cash and cash eguivalents:
Beginning of period. . « « 4 &« ¢ v 4t 4 4 4 o o s e v v o o 3,450 3,500
End of period . . . & & 4 4 4t 4 e e e s e e e e e e . . 89,274 $4,359
Supplementary information:
Cash paid during the period for interest . . . . . . . . . . §3,427 $5,249
Leans transferred to real estate owned
or substantively repossessed . . « ¢ ¢« ¢ 4 4 4 e e 2 . s 2,833 1,393
Loans charged-off, net of recoveries . . . . . . + + « « . . 362 254
Financed sales of real estate owned . . .« ¢ &+ v « = o « « = 1,962 969
Real estate owned or substantively repossessed
transferred to 1loans . . « ¢« ¢ ¢ « ¢ s s e s e e = 4 s e . 74 156
Real estate held for investment
transferred to real estate owned or
substantively repossessed . .« + 4+ v v ¢ 4 v 4 46 s s o4 e 2,526 0

See accompanying Notes to Consolidated Financial Statementa.
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1Y)

2)

HINGHAM INSTITUTION FOR SAVINGS AND SUBSIDIARIES
Notes to Unaudited Financial Statements

September 30, 1993 and 1992

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The unaudited quarterly consolidated financial statements of Hingham Institution for Savings
presented herein should be read in conjunction with the consolidated financial statements of
Hingham Institution for Savings for the year ended December 31, 1992 filed on Form F-2,

Financial information as of September 30, 1993 and the results of operations and cash flows for
the nine months ended September 30, 1993 and 1992 are unaudited, and in the opinion of
management reflect all adjustments necessary for a fair presentation of such information. Interim
results are not necessarily indicative of results to be expected for the entire year,

Certain amounts in prior year financial statements have been reclassified to reflect the current -
year’s presentation.

LEGAL PROCEEDINGS

On April 11, 1990, a lawsuit against the Bank by its former president, Wilfred H. Creighton, was
dismissed by the Court without liability to the Bank. The Bank’s claims against its former
president will continue to be vigorously pursued as the Bank contends that a substantial amount
of the cumulative loan losses it has sustained result from the former president’s alleged conduct.
In February, 1993 the Bank reached a settlement agreement with its insurance carrier in the
amount of $515,000 to compensate the Bank for its losses suffered by its former president’s
conduct. The settlement allows the Bank to maintain its lawsuit against the former president
without competition from the insurance carrier to recover the amount paid under the claim. This
recovery is reflected in these Consolidated Financial Statements,

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 ail
such claims if or when they are filed.

The Bank is currently a defendant in two lawsuits relating to lender liability. One of these
lawsuits was brought by a borrower who has subsequently initiated two additional suits. The Bank
has obtained partial summary judgment in the initial suit. The Bank has recently amended its
counterclaim against this borrower to reach and apply proceeds of mortgages payable to him. The
second lawsuit was brought by a separate borrower of the Bank, The borrower has alleged that -
the Bank committed various torts and breached its contract with respect to the borrower’s
application for funds. The Bank denied these claims and counterclaimed against the borrower for
breach of contract. The Bank will continue to vigorously assert its counterclaims.

The outcome of and the ultimate liability 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 its
financial statements. The Bank believes that it has meritorious defenses to the claims and intends

to pursue them through the appropriate legal process.
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ITEM 2 -  Management’s Discussion and Analysis of Financial Condition

and Results of Operations.

REGULATQRY MATTERS
In March of 1992, the Bank entered into a Memorandum of Understanding with the FDIC

and the Massachusetts Commissioner of Banks. The Memorandum sets forth plans for reducing
classified assets, improving the earnings of the Bank, and revises the Bank’s Fund’s Management
Policy to address liquidity needs as well as monitoring interest rate sensitivity. Lending,
investment and budget policies will be incorporated into a comprehensive business plan, which
will be submitted to the FDIC and the Commissioner of Banks. In addition, specific goals are

to be established under this Memorandum for reducing the ratio of non-performing loans to total

loans.

LIQUIDITY AND CAPITAL RESOURCES:

Assets totaled $146,756,000 at September 30, 1993, and $149,460,000 at December 31,
1992; a decrease of 1.81% due to a decrease in deposits of $2,783,000. During this period,
stockholders’ equity decreased from $13,712,000 to $13,630,000 primarily due to the net loss

of $191,000. During the period, stock options were exercised increasing the outstanding shares

of Common Stock by 21,340 shares.
Massachusetts-Chartered Savings Banks that are insured by the FDIC are subject to
minimum capital maintenance requirements. At September 30, 1993 the Bank’s total capital of

$13,630,000 was equal to 9.29% of total assets and exceeded FDIC’s minimum capital

requirements.
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LIQUIDITY AND CAPITAL RESQURCES continued:

During the first nine months of 1993 real estate owned or substantively repossessed,
together with Real Estate Held for Investment decreased by $1,720,000 from $5,734,000 at
December 31, 1992 to $4,014,000 on September 30, 1993 which represents 2.74% of total
assets, This represents a year-to-date reduction of 30.0%. Management is continuing its
aggressive posture in divesting of properties previously foreclosed and remains optimistic
because of the promising increase in residential real estate activity that the region is currently
experiencing.

During this same period total gross loans outstanding decreased by $2,053,000 from
$70,966,000 at December 31, 1992 to $68,913,000 on September 30, 1993, mainly attributable
to amortization, pay-offs and foreclosures. On September 30, 1993, gross loans outstanding
represented 46.96% of total assets. Non-accrual loans decreased by $2,868,000 or 79.29% from
$3,167,000 at December 31, 1992 to $749,000 at September 30, 1993.

Interest-bearing Deposits in banks increased by $6,144,000 from $941,000 at December
31, 1992 to $7,085,000 on September 30, 1993, which represents 4.83% of total assets.

Securities Held for Sale decreased by $5,249,000 from $66,183,000 at December 31,
1992 to $60,934,000 on September 30, 1993 which represents 41.52% of total assets. The
composition of the investments changed as U.S. Treasury and U.S. Government agencies
increased by $2,523,00 to $17,426,000 on September 30, 1993 which represents 11.87% of total
assets. Government guaranteed mortgage-backed securities decreased by
$7,387,000 to $43,508,000 at September 30, 1993 which represents 29.65% of total assets. Tﬁe
marketable equity securities portfolio was reduced from $385,000 at December 31, 1992 to $0.

on September 30, 1993, through the sale of all marketable equity securities owned.
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LIQUIDITY AND CAPITAL RESQURCES continued:

At December 31, 1992, the Bank reclassified its entire investment portfolio as assets held
for sale which are accounted for at the lower of cost or market. The Bank’s reclassification
decision had no affect on the Bank’s earnings. As of September 30, 1993, securities held for sale
totaled $60,934,000 with a market value of $61,140,000.

Deposits decreased by $2,783,000 from $119,885,000 at December 31, 1992 to
$117,102,000 on September 30, 1993. During the same period, with interest rates declining,
the composition of deposits continued to experience a shift from certificate accounts to non-
certificate accounts. Certificate accounts decreased from $37,411,000 at December 31, 1992 :to
$32,350,000 at September 30, 1993 which represents a $5,061,000 decrease while non-certificate

accounts increased from $82,474,000 at December 31, 1992 to $84,752,000 at September 30,

1993 which represents a $2,278,000 increase.

RECENT ACCOUNTING PRONOUNCEMENT

In April 1993, the Financial Accounting Standards Board approved the Statement of
Financial Accounting Standards No. 115, "Accounting for Certain Investments in Debt and
Equity Securities". As a result, commencing on December 31, 1993, investments that
management has the positive intent and ability to hold to maturity will be classified as "held to
maturity” and carried at amortized cost. Investments that are held for current resale will be

classified as "trading securities” and carried at fair value, with unrealized
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RECENT ACCOUNTING PRONOUNCEMENT continued

gains and losses included in earnings. Investments not classified as either of the above will be
classified as "available for sale" and carried at fair value, with unrealized gains and losses

excluded from earnings and reported as a separate component of stockholders’ equity, Adoption

of this accounting standard could have a significant impact on Banks’ consolidated financial

statements.

MATERIAL LITIGATION

Litigation was entered into during the first quarter of 1993 as reported on the Form F-3
Current Report for the month of March 1993, and the settlement of that litigation as reported
on the Form F-3 Current Report for the month of April 1993 are fully described in said reports

which we incorporated herein by reference. The cost incurred in the litigation and the settlement

thereof was approximately $1,508,000.
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RESULTS OF OPERATIONS:

THREE MONTHS ENDED SEPTEMBER 30, 1993 AND 1992
GENERAL:

The net income for the quarter ended September 30, 1993 totaled $296,000 or $0.23 per
share as compafed with net income of $311,000 or $0.25 per share for the quarter ended
September 30, 1992,

The decrease in net income of $15,000 for the third quarter of 1993 compared to 1952
primarily results from a net reduction in net interest income of $112,000, the non recurring 1992
Gain on Sale of Branch Building of $106,000, the non-recurring net Gain on Sale of
Investments, net of $192,000 in the third quarter of 1992 compared to net Loss on the Sale of
Investments, net of $13,000 in the comparable quarter of 1993, a net decrease in non-interest
expense - foreclosed properties net of $74,000 in the third quarter of 1993, as compared to

$478,000 in the comparable quarter of 1992,

NET INTEREST INCOME:
Net interest income decreased to $1,135,000 for the third quarter of 1993 from

$1,247,000 for the comparable 1992 quarter. The weighted average inferest rate spread
decreased to 3.14% in the third quarter of 1993 from 3.48% in the third quarter of 1992.
The decrease in net interest income and weighted average interest rate spread are outlined

in the following Interest and Dividend Income and Interest Expense sections.

12 of 23




INTEREST AND DIVIDEND INCOME:

Interest and dividend income decreased by $576,000 for the third quarter of 1993
compared to the third quarter of 1992. This decrease is primarily attributable to a decrease in
the yields during the quarter ended September 30, 1993 compared to the quarter ended
September 30, 1992. The principle reasons for the reduction in yields are due to the sale of
$13,700,000 loans in the fourth quarter of 1992, the refinancing of fixed rate loans, repricing
of adjustable rate mortgage loans at lower interest rates and the sale of investment securities to
recognize gains and the reinvestment of the proceeds at lesser yields. The yield on all earning
assets decreased to 6.45% for the quarter ended September 30, 1993 as compared to 7.95% for

the quarter ended September 30, 1992.

INTEREST EXPENSE:
Total interest expense decreased $464,000 for the quarter ended September 30, 1993

compared to the quarter ended September 30, 1992 with interest on deposits decreasing by
$436,000. Interest paid on the Federal Home Loan Bank advances for the third quarter of 1993
as compared to the comparable quarter in 1992 decreased by $28,000. The reductions in interest
expense are due to lower weighted average rates paid during the 1993 quarter. The average cost
of funds decreased to 3.31% in the third quarter of 1993 from 4.47% in the comparable 1992
quarter.

This decrease in costs of funds is the result of lower interest rates paid on certificates
renewed since the third quarter of 1992 and reduction in interest rates paid on regular savings

accounts during the third quarter of 1993.
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PROVISION FOR LOAN LOSSES:

At September 30, 1993, management’s review of the allowance for loan losses concluded
that the balance was adequate to provide for potential losses based upon evaluation of risk in the
loan portfolio. The balance of the allowance for loan losses as of September 30, 1993 was

$1,202,000 as compared to $1,424,000 as of September 30, 1992.

NON-INTEREST INCOME:

Total non-interest income decreased to $78,000 from $382,000 when comparing the third
quarter of 1993 to the third quarter of 1992, The decrease is mainly attributable to a non-
recurring $106,000 Gain on the sale of the Hanover, Massachusetts Branch building during the
third quarter of 1992 and the gain on sale of investments, net of $192,000 in the third quarter

of 1992 compared to a Loss on sale of investments net of $13,000 in the third quarter of 1993,

NON-INTEREST EXPENSE:

Total non-interest expense decreased to $917,000 from $1,318,000 when comparing the
third quarter of 1993 to the third quarter of 1992, representing a decrease of $401,000 or
30.42%.

Expenses relating to foreclosed properties, net of rental income, represent the largest
single item decrease comparing the third quarter of 1993 expense of $74,000 to the comparab-le
period of 1992 expense of $478,000. The decrease is mainly attributable to $20,000 of
provisions for loss on real estate owned in 1993 versus $437,000 for the comparable 1992

quarter.
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NON-INTEREST EXPENSE continued:

Expenses relating to real estate held for investment, net of rental income, decreased when
comparing the third quarter of 1993 expense of $0 to the third quarter of 1992 expense of
$34,000 in that all properties held for investment were transferred to real estate owned or

substantively repossessed during the first quarter of 1993,

INCOME TAXES:
The Bank recognizes income taxes under the asset and liability method established in

Financial Accounting Standards Board Statement No. 109, "Accounting for Income Taxes".
Under this method, deferred tax assets and liabilities are established for the temporary difference
between the accounting basis and the tax basis of the Bank’s assets and liabilities at enacted tax
rates expected to be in effect when the amounts related to such temporary differences are
realized or settled. The Bank’s deferred tax asset is reviewed quarterly and adjustments to such
asset are recognized as deferred income tax expense or benefit based on management’s

judgements relating to the realizability of such asset.
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HINGHAM INSTITUTION FOR SAVINGS AND SUBSIDIARIES

WEIGHTED AVERAGE INTEREST RATES

FOR THE QUARTER ENDED

Weighted average yield earned on:
Loans (1) (2)

Investment securities and Federal
Home Loan Bank stock (3)

Interest bearing deposits in banks
and short~term investments

Total .interest-earning assets

Weighted average rate paid on:
Deposits and mortgagors’ escrow

FHLB advances

Total interest-bearing liabilities

Weighted average interest rate spread (4)

(1) Non-accrual loans are included in the average loan

balances.

Three Months Ended

September 30,

4.83%

2.95%

6.45%

3.14%

1992

8.65%

4.39%
5.12%

4.47%

3.48%

(2) Before deducting average allowance for loan losses.

(3) Before deducting average net unrealized loss on

marketable equity securities.

(4) Represents the weighted average yield on total interest-
earning assets less the weighted average rate paid on

interest-bearing liabilities.
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RESUITS OF OPERATIONS:

NINE MONTHS ENDED SEPTEMBER 30, 1993 AND 1992
GENERAL:

The net loss for the nine months ended September 30, 1993 totaled $191,000 or $0.15
per share as compared with net income of $923,000 or $0.74 per share for the nine months
ended September 30, 1992.

The decrease in net income for the first nine months of 1993 compared to 1992 primarily
results from the expense related to the Proxy Contest of $1,508,000 reduced by the receipt:of
$515,000 from our insurance carrier in settlement of the Bank’s claim relating to actions of the
Bank’s former president, Wilfred H. Creighton (Exhibit A - attached) incorporated by reference

to Form F-3 filing for the month of February 1993.

NET INTEREST INCOME:

Net interest income decreased to $3,461,000 for the first nine months of 1993 from
$3,614,000 for the comparable 1992 period. The weighted average interest rate spread

decreased to 3.13% in the first nine months of 1993 from 3.36% in the comparable period of

1992.

The decrease in net interest income and weighted average interest rate spread are outlined

in the following Interest and Dividend Income and Interest Expense sections.
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INTEREST AND DIVIDEND INCOME:

Interest and dividend income decreased by $1,704,000 for the first nine months of 1993
compared to the first nine months of 1992. This decrease is primarily attributable to a decrease
in the yields during the nine months ended September 30, 1993 compared to the nine months
ended September 30, 1992. The principle reasons for the reduction in yilelds are due to the sale
of $13,700,000 loans in the fourth quarter of 1992, refinancing of fixed rate loans, and repricing
of adjustable rate mortgage loans at lower interest rates and the sale of investment securities to
recognize gains and the reinvestment of the proceeds at lesser yields. The yield on all earning
assets decreased to 6.69% for the nine months ended September 30, 1993 as compared to 8.22%

for the nine months ended September 30, 1992.

INTEREST EXPENSE:

Total interest expense decreased $1,551,000 for the nine months ended September 30,
1993 compared to the nine months ended September 30, 1992 with interest on deposits
decreasing by $1,434,000. Interest paid on the Federal Home Loan Bank advances for the first
nine months of 1993 as compared to the comparable period in 1992 decreased by $117,000. The
reductions in interest expense are due to lower weighted average rates paid during the first nine
months of 1993. The average cost of funds decreased to 3.56% in the first nine months of 1993
from 4.86% in the comparable 1992 period.

This decrease in costs of funds is the result of lower interest rates paid on certificates,
the reduction in interest rates paid on regular savings and NOW accounts, and the continued shift

from certificate accounts to non-certificate accounts.
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PROVISION FOR TOAN TL.OSSES:

At September 30, 1993, management’s review of the allowance for loan losses concluded
that the balance was adequate to provide for potential losses based upon evaluation of then
currently identified risks in the loan portfolio and then currently known or foreseen economic
conditions. The balance of the allowance for loan losses as of September 30, 1993 was

$1,202,000 as compared to $1,501,000 as of December 31, 1992.

NON-INTEREST INCOME:

Total non-interest income increased to $1,352,000 from $899,000 when comparing the
first nine months of 1993 to the first nine months 1992. The increase is mainly attributable to
'$515,000 from our insurance carrier in settlement of the Bank’s claim relating to actions of the
Bank’s former president, Wilfred H. Creighton, Gain on sale of investments, net increased to
$559,000 in the first nine months of 1993 compared to $528,000 in the first nine months of

1992,
During 1992 a non-recurring gain on the sale of Branch building accounted for $106,000

of non-interest income.

NON-INTEREST EXPENSE:
Total non-interest expense increased to $4,939,000 from $3,538,000 when comparing the

first nine months of 1993 to the comparable period of 1992, Non recurring expenses related to

the Proxy Contest amounted to $1,508,000 during the first nine months of 1993.
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NON-INTEREST EXPENSE continued:

Expenses relating to foreclosed properties, net of rental income, decreased comparing the
first nine months of 1993 expense of $623,000 to the comparable period of 1992 expense of
898,000. The decrease is mainly attributable to a reduction in the average amount of foreclosed
properties held during the comparable periods.

Expenses relating to real estate held for investment, net of rental income, increased when
comparing the first nine months of 1993 expense of $291,000 to the first nine months of 1992
expense of $134,000. All properties held for investment were reviewed to determine estimated
net fair value and $271,000 in excess depreciated costs were charged to operations prior to
transferring the balance of $2,526,000 to real estate owned or substantively repossessed during
the first quarter of 1993. Legal costs increased to $101,000 for the first nine months of 1993
from $73,000 for the comparable 1992 period. Other expense decreased to $543,000 for the first
nine months of 1993 as compared to $625,000 for the comparable period of 1992. The decrease

is mainly attributable to losses incurred due to the bankrupicy of a local merchant depositor

during 1992.
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INCOME TAXES:

The Bank recognizes income taxes under the asset and liability method established in
Financial Accounting Standards Board Statement No. 109, "Accounting for Income Taxes".
Under this method, deferred tax assets and liabilities are established for the temporary difference
between the accounting basis and the tax basis of the Bank’s assets and liabilities at enacted tax
rates expected to be in effect when the amounts related to such temporary differences are
realized or seftled. The Bank’s deferred tax asset is reviewed quarterly and adjustments to such
asset are recognized as deferred income tax expense or benefit based on management’s
judgements relating to the realizability of such asset. No income taxes were provided due to the

pre tax loss for the nine month period.
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HINGHAM INSTITUTION FOR SAVINGS AND SUBSIDIARIES

WEIGHTED AVERAGE INTEREST RATES
FOR THE NINE MONTHS ENDED

September 30,

1993 1982
Weighted average yield earned on:
Loans (1) (2) 8.26% 8.90%
Investment securities and Federal
Home Loan Bank stock (3) 5.25% 7.30%
Interest bearing deposits in banks
and short-term investments 2.92% 3.59%
Total interest-earning assets 6.69% 8.22%
Weighted average rate paid on:
Deposits and mortgagors’ escrow 3.44% 4.78%
FHLB advances 4.52% 5.56%
Total interest-bearing liabilities 3.56% 4.86%
Weighted average interest rate spread (4) 3.13% 3.36%

(1) Non-accrual loans are included in the average loan
balances.

(2) Before deducting average allowance for loan losses.
(3) Before deducting average net unrealized loss c¢n

marketable equity securities.

(4) Represents the weighted average yield on total
interest-earning assets less the weighted average
rate paid on total interest-bearing liabilities.
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SIGNATURES

Under the requirements of the Securities Exchange Act of 1934, the
be signed on its behalf by the

bank has duly caused this report to
undersigned thereunto duly authorized.

HINGHAM INSTITUTION FOR SAVINGS

Date: November 9, 1993 _/s/ Robert H. Gaughen, Jr

President & Chief Executive Officer

Date: November 9, 1993 /8/ Robert ¥, Cass

Vice President and Treasurer
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56560
September 30, 1993 - F-4

FEDERAL DEPOSIT INSURANCE CORPORATION

550 17th Street, N.W.
Washington, D.C. 20429

FORM F-3
CURRENT REPORT

Under Section 13 of the Securities
Exchange Act of 1934

For the Month of February, 1993

HINGHAM INSTITUTION FOR SAVINGS
(Exact name of bank as specified in charter)

55 Main Street, Hingham, Massachusetts 02043

(Address of principal office)

04-1442480

Massachusetts 80211-0
(FDIC (IRS Employer
Identification

(state or other
jurisdiction of Certificate No.)
incorporation or No.)
organization)

(617) 749-2200
(Bank's telephone
number, including

area code)




Item 3: TLegal Proceedings

On February 3, 1993, the Bank received $515,000 from
its insurance carrier in settlement of the Bank's Claim
relating to actions of the Bank's former president. The
claim had been initiated by the Bank against Fidelity &
Deposit Company on July 22, 1992, in the United States
District Court in Boston, Massachusetts.

A copy of the press release issued by the Bank is
attached hereto as Exhibit I and incorporated herein by
reference.

Ttem 12: Other Materiallv Important Events

On February 9, 1993, the Bank received notice that a
shareholder and Director of the Bank, Robert H. Gaughen,
Sr., had filed Form F-6 reports with the Federal Deposit
Insurance Corporation relating to his intention to propose
an alternative slate of Directors for election at the 1993
Annual Meeting of Stockholders of the Bank.

A copy of the press release issued by the Bank is
attached hereto as Exhibit I and incorporated herein by
reference.

Item 13: Fin ial emen and Exhibits

{a) Financial Statements.
Not applicable.
(b) Exhibits.

Exhibit I: Press Release, dated February 11, 1993.




Signatures
Under the requirements of the Securities Exchange Act
of 1934, as amended,

the Bank has duly caused this report to
be signed on its behalf by the undersigned,
authorized.

thereunto duly

HINGHAM INSTITUTION FOR SAVINGS

By: hy&%@néyéE?ng:ﬁiZEgZ4/

Paul E. Bulman
President and Chief
Executive Officer

Date: March 9, 1993




EXHIBIT I

HINGHAM INSTITUTION FOR SAVINGS

NEWS RELEASE

FOR IMMEDIATE RELEASE

HINGHAM,  MASSACHUSETTS, February 11, 1993 =
(H.I.F.S-NASD  National) Paul Bulman, President and CEO
of Hingham Institution for Savings, announced that the
Bank had received $515,000 from its insurance carrier in
settlement of the Bank’s claim relating to actions of the
Bank’s former president. The Bank and its carrier have
entered into arrangements regardiﬁg the allocation
between them of any future recoveries. Mr. Bulmpan said
that while the Bank will continue to pursue its claims
against the former president, no determination can be
made at this time as to whether there will in fact be any
future recoveries.

Mr. Bulman also announced that a shareholder and
Director of the Bank, Robert H. Gaughen, Sr., had filed
documents with the Federal Deposit Insurance Corporation
relating to his intention to propose an alternative slate
of Directors for election at the Bank’s upcoming Annual
Meeting in this Spring.

Hingham Institution for Savings is a State Chartered
Savings Bank serving the South Shore of Massachusetts. On
December 31, 1992, total assets were $149,460,000 and
stockholder equity totaled $13,712,000 for a book value

of $10.94 per share.




Trtem 3: Legal Proceedings

On March 3, 1893, thes Bank _nstAt :ted litigaricn iz the
.United ¥ States Disctricc Courc in Boston, Massachusetis
‘against four directors of the Bank snd the son of ome of
~those . ‘directors. - That actien ¥ is  captioned Hingham

Institution for Savings v, Gauchen,*et al., Civil Action No.

'93-10497H (the . "Action").  The:director _defendants are
- Robert H. Gaughen, Robext H. Gauchen, Jr., James Consentino.
.f";; ';-and}; Thomas Youngworth. . The chcmnlalnb alleges that

defendancs have violated, ' and <continue to violate, both
federal and state banking and gsecurities laws in connegtion

with efforts to acqulre control + of the Bank. The complainkt
e furthex a¢leaes chat those o Viglazions include the
4 concealment of defendancs’ ncer..eci activicy as a “group'

tzin the purchase, ownerxship ana voting of Bank common stock
“and .thelr concealmenc’ of the .purpdse . cf ‘their ‘purchases of
"Bank commen stock .te ‘acquire :coperol of - .the . Bank - The
ccmnlaln . -also al'eges:r defendants’~ v1olat10n -of ° the

prcv;smon ln the EBapk’s chartezr. prohlblt ng ' through December
20, .19¢3 ".the ownership sof -in Zexcess:fof -10% . of the
cutstandlng commer stock bv any _nd*vidual [O0r .group. ‘In its
complainc, * -thae Bank seeks njunctlva re 1effﬂa declaracmon
cf lts r;gbts, money aamaces andlcertaln'othe*-remedles.,

B A

ac copy of the nress rnlease issued by ;- L
connectlan wich " the Action is attachea heretc -as Exhlbzt I,g;
and lncorporated hereln by efarence. ERE : v TR

On ‘March "7 : 1993, nobe*: = Cauahen,.”éne: of ;Ehe:

. Ccmplaint, in the form of a shareholder’s derivative action
(the "Third-Party. Complaint"), against all directors ‘who
voted in <favoer of the .Bank'’'s institution of the Accion,

- principally alleging that the Action is without merit and is
a waste cf corporate assets. Mr. Gaughen also alleges that
" these dlrectors have taken improper acticns in the past.

Tram 13 Tinancial Statements and Fxhibirs

1)

{a) Financial Statements.
Not applicable.
(b} Exhibirs,

Exhibit I: ' Press Release relating te the Action,
dated March 8, 1993. o
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defendants . in- the “Acticn, brought a Verified ~Third-Party °.
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Si c:ng;uresi‘ .

Under the -requirements cf the 'Securities Exchange Act
of 1534, as amended, the Bank has duly caused thils report Lo
be signed on its kehalf by the undsrsigned, .thereunto duly
authorized. Lo -

b

ilern

‘INSTITUTION FOR SAVINGS

By:
- IPaul E. Bulman
- R . ... . President and Chief
B R L s ©. - 'Executive Officer
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HINGHAM INSTITUTICN FOR SAVINGS
NEWS RELEASE

FOR TMMEDTATE RELEASE ~

UTNGZAM, VASSACHUSETTS Marcn 8, 1993--{H.I.F7.8.--NASD

Natienal} Paul Bulman, Dresidentz and CEO of Hingham

Insticucicn for Savings, announced that on Marchh £, 1553,

Hingh Testimucion for Savings iaswituted a lawsult in the
Unicsd Sczces  Distrie:zr  Courc iz Boston, Massachusects

&gainst certain of Lts sharenolders, faur oOFf whom &Ire &Lso

direcrors of the Bank. The named defendants are Robert XH.
Gaughen, 3Roberz H. Gaughen, Jr., Revin Gaughen, James
f Consentinoe and Thomas TYoungworth. The ccuplaint alleges

"= that the defendanr.s' have violatad fe&era_l and state
| _sec ricies _anci barﬂcing laws in conneccion with the
defsndants’ atcem-;: e accuirs c;nﬁ:ﬁol of the Bank. The

Bank’'s leain:- goeks :Lnjunc::‘&e celiaf, money damages -znd

cther remedies provided £or in the Bank's Cna';:ter and uader

Hingham Insctizunion Zor Savimgs is & gtaca-charter=ad

savings bank serving the South Shore cf Massachusects. On
December 31, 1982, total assets .wers $149,460,000 and

stockholdéer equity toraled $13,712,000.
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Exhibit B
September 30, 1993 - F-4

FEDERAL DEPOSIT INSURANCE CORPORATION

§50 17th Strest, N.W.
Washingron, D.C. 20428
FORM F-3
CURRENT REPORT
Under Secticn 13 of the Securities
Exchange Act of 1934
For the Month of March, 1893

HINGHAM TNSTITUTION FOR SAVINGS
(Exact name of bank as specified in charter)

§5 Main Street, Hincham, Magsachusetts 02043
(Address of principal office)

Magsachusgetbts 90213-0 04-1442480
(state or other (FDIC {IRS Employer
jurisdiction of Cervificate No.) Identification
incorporation or Na. )
organization)

(617) 749-2200
(Banik's telephone
number, includin

area code)
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Trem 3: Lagal Proczsdings

On March 5, 1993, che Bank iastituted litigarticon iz the

United Staces Distriec Court in Boston, Massachuserts
against four directors of the Bank and the son of one of
those  directors. That action is caprtioned Hingham
Institution for Savines v. Gaughen, et al,, Civil Action No.
93-10497H (the “"Action"). The director defendants are
Reobert H. Gaughen, Robert H. Gaughen, Jr., James Consentino
and Thomas  Youngworth. The ccmplaint alleges  that

defendants have violated, and continue tO violate, baoth
faderal and state banking and securities laws in connection
with efforts to acquire control of the Bank. The complaint
further alleges that those  violations include the
cencealment of defendants’ concertad activity as a tgroup”
in the purchase, ownership and voting of Bank common stock
and their concealment of the purpose of their purchases of
Bank commen stock to acguire control of the Bank. The
complaint  also alieges defendants’ violation of cthe
provision in the Bank’s charter prohibiting through December
20, 1993 the ownership of in excess of 10% of the
outstanding commcn stock by any individual or group. In its
complainc, the Bank seeks injunctive relief, a declaration
of its rights, money damages and cartain other remedies.

A copy of the press rnelease issued by the Bank in
connection with the Action is attached hereto as Exhibit I
and incorporated herein by reference,

On Marehr 17, 1993, Robert H. Gaughen, one of the
defendants in the Action, bhrought a Verifisd Third-Party
Cemplaint, in the form of a shareholder's derivative action
(the “"Third-Party Complaint"), againsc all directors who
voted in Faver of the BRank’s institution of the Action,
principally alleging that the Action is witheut merit and is
a waste of corporate assets. Mr. Gaughen alsc alleges that
these directors have taken improper actions in the past.

-
i

Trem 13: Financial Stacements and Exhibits

(a) PFinancizal Statements.
Not applicable.
(p) Exhibits.

Exhipitz I: Fress ERelease relating to the Action,
dated March 8, 1893,
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Siguasures

Under the reguirements cf the Securities Exchange Act
of 1934, a3 amended, the Bank has duly causea this report to

be signed on its behalf by the undersigued, thersunto duly
authorized.

~

HINGHAM INSTITUTION FOR SAVINGS

e ——

BY: :32Eéifﬁiggikifz;iﬁzim&ao//

Paul E. Bulman
President and Chief
Executive Officer

Date: April &, 1283
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EXHIBIT 1

UTNGHAM INSTITUTION FOR SAVINGS
NEWS RELEASE

TOR IMMEDIATE RELEASE

JINGEAM, MASSACAUSETTS March 8, 1993--{H.I.F.S.--NASD
Natiomal) Paul BSulman, President and CEQO of Hingham

Tnsticuticon for Savings, announced that on Mareh S, 1893,

uingn Tascivuricon for Savings iqgrizuzed & lawsult in the
niced Skates Siszrict Tours Lo ABpston, Masgachuserts

sgaingt cervain of LIS eharenolders, four of whom are alsc‘
direcrors of the 2ank. The named defendants are Robers H.
Gaughen, Robert H. Gaughen, Jr., vevin Gaughen, James
Consentiso and Thomas Youngworth. The complaint alleges
thar the defendants Thnave violated federal and state

securities and ©banking laws in connection with the

el

defandants’ &attamg .o aczuire control of the Bank. ™e

Bank's complaint seeks injunctive ralief, money damages and

« fmr Savings 18 a state-charrared
savings bank serving cthe South Shere cf Magsachusects. Qo
Decemser 21, 1882, tcotal assets wers $149,450,000 and

stockholder equity “otaled $13 ,712,000.
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Exhibit C
September 30, 1993 - F-4

FEDERAL DEPOSIT INSURANCE CORPORATION

550 17th Street, N.W.
Washington, D.C. 20429

FORM F-3

CURRENT REPORT

Under Section 13 of the Securities Exchange Act of 1934

For the Month of April, 1893

HINGHAM INSTITUTION FOR SAVINGS
(Exact name of bank as specified iIn charter)

55 Main Street, Hingham, Massachusetts 02043

Massachusetts 50211-0 04-1442480
{state or other (FDIC (IRS Employer
jurisdiction of Certificate No.) Identification
incorporation or No.)

organization)

(617) 749-2200
(bank's telephone
number, including

area code)




HINGHAM INSTITUTION FOR SAVINGS

Draft of Text for Portions of Form F-3 Report

Item 3 - Legal Proceedings

On April 19, 1993 the Federal District Court for
Massachusetts declined to grant the injunctive relief requested by
the Bank in the lawsuit described in the Bank's Current Report on
Form F-3 for the month of March, 1993. The court stated that the
Bank had failed to establish in a preliminary hearing that there
was a likelihood of success on the merits, in that the Bank had
failed to show that the five named defendants were members of a
group acting in concert. The court also declined to grant the
injunctive relief requested by the defendants against Mr. Bulman
et al. and recommended that they seek a remedy in state court.

On April 20, 1993 the five individuals brought an action for
such relief in Norfolk County Superior Court entitled Robert H.
Gaughen, et al., v. Paul B. Bulman, et al. (Civil Action No.

93-00012) .

On April 26, 1993 the Bank, the five individuals and the
other named parties to the litigation entered into an Agreement to
settle all outstanding disputes and litigation. Pursuant to the
terms of the Agreement, the federal and state lawsuits have been
dismissed, and the parties have released one another with respect
to the subject matter of the litigation and any other claims known
to them that they could have asserted against one another in the
litigation. On the basis of the information that had become
available in the course of the litigation, the Board unanimously
rescinded its determinations made on March 5, 1993 that the five
individuals were acting in concert and that the Bank should invoke
the provisions of its charter to limit their voting rights and
cause their shares to be sold by a trustee. The Board also voted
unanimously to permit a fair and free election at the 1993 Annual
Meeting to enable the Bank's stockholders to choose between the
slates of nominees presented by Robert H. Gaughen and the

Nominating Committee.

The Agreement provided for the Bank to indemnify all of the
directors who had been parties to the litigation and to pay the
reasonable legal fees incurred by Mr. Gaughen and the other
defendants, as well as the legal fees incurred by the Bank, in
connection with the litigation (a total of approximately $265,000
and $373,000, respectively), subject to any necessary regulatory
approvals. Mr. Bulman agreed to resign as a director and officer
of the Bank if Mr. Gaughen's nominees were elected. The Board
voted, subject to any necessary regulatory approvals, to cause
Mr. Bulman's Executive Employment Agreement to be amended so as to

2




entitle Mr. Bulman to receive, upon such resignation, severance
benefits generally comparable to (although somewhat less than)
those benefits that he would have received under his Special
Termination Agreement in the event of a change in control and a
terminating event, as those terms are defined therein. Such
severance benefits will consist of approximately $350,000 in cash
payable in semi-monthly installments of $4,900 each through
November 1983 and the balance on November 30, 1993, together with
the right to exercise all his outstanding stock options through
November 30, 1993. There will be a reduction in the lump-sum
payment of up to $20,000 of the profit reallzed upon exercise of
-certain of the options.

The foregoing summary is qualified in its entirety by
reference to the text of the Agreement, a copy of which is
appended to this Report as Exhibit 1.

Item 9 - Submission of Matters to a Vote of Security Holders

At the Bank's April 29, 1993 Annual Meeting, the stockholders
elected Ronald D. Falcione, Warren B. Noble, Stacey M. Page,
bonald E. Staszko, James R. White and Geoffrey C. Wilkinson as
directors by a vote of 800,595 to 309,049. J. Robert Crowley was
elected as Clerk by a plurallty of the votes cast (1, 109 654 votes

in favor).

Following the meeting, Paul E. Bulman, Richard B. Lane and
David L. Wightman resigned as directors. Mr. Bulman also resigned
as President of the Bank and as an officer or trustee of all of
the Bank's subsidiaries and affiliates,

At its organizational meeting immediately following the
Annual Meeting, the new Board elected Robert H. Gaughen, Jr. as

President of the Bank.

The continuing directors of the Bank, other than those
elected for a three-year term at the 1993 Annual Meeting, are
James V. Consentino, Robert H. Gaughen, Jr., Herbert E, Soini and
Thomas Youngworth, whose terms expire at the 1994 Annual Meeting,
and J. Robert Crowley, Marion J. Fahey, Robert H. Gaughen and
John R. Lombardo, whose terms expire at the 1995 Annual Meeting.

While the participants in the 1993 proxy contest agreed to
settle the litigation brought by them concerning the election (see
Item 3 above), they did not settle the proxy contest but rather
agreed to the holding of a full and fair election. The Bank's
solicitation expenses were approximately $211,000 and Robert H.
Gaughen's solicitation expenses, for which he intends to seek
reimbursement from the Bank, were approximately $242,000.
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Item 13 - Financial Statements and Exhibits

{a) Financial Statements,
Not applicable.
(b) Exhibits,

Exhibit 1: Settlement Agreement dated April 26,
1593, by and among the Bank, Kevin
Gaughen, Robert H. Gaughen, Sr. and
certain other members of the Bank's Board

of Directors,

Exhibit 2: Joint press release of the Bank and Mr.
Gaughen, dated April 26, 1993,
announcing the settlement of all
outstanding litigation,

Exhibit 3: Press release of the Bank, dated May 5,
1993, announcing the election of Robert
H. Gaughen, Jr. as President and Chief
Executive Officer of the Bank,




Signatures

Under the requirements of the Securities and Exchange Act of
1934, as amended, the Bank has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly
authorized.

HINGHAM INSTITUTION FOR SAVINGS

oy /////// g

“H. Gaughép, Jr.
fesident and Chlef
Executlve Officer

Dated: May 7, 1983




Exhibit 1

AGREEMENT
This Agreement (the "Aéreement") is made effective the
Zié’f'day of April, 1993, by and among.the Hingham Institution

for Savings (the "Bank"), Kevin Gaughen ("K. Gaughen"),
individually, and the following persons both individually and as
members of the Bank’s Board of Directors Paul E. Bulman
("Bulman"), Gerard Pyne ("Pyne"), J. Robert Crowley ("Crowley"),
Richard B. Lane ("Lane"), John R. Lombardo ("Lombardo"), Vito A.
Nardo ("Nardo"), Russell G. Sears ("Sears"), Herbert E. Soini
("Soini"), David L. Wightman ("Wightman"{, Robert H. Gaughen
("Gaughen"), Robert H. Gaughen Jr. ("Gaughen Jr."), James
Consentino ("Consentino'), Thomas Youngworth ("Youngworth"),
(each a "Party" and collectively, the "Parties") as follows:

WHEREAS, Bulman, Pyne, Crowley, Lane, Lombardo, Nardo,
Sears, Soini, Wightman, Gaughen, Gaughen Jr., Consentino, ang
Youngworth (the "Party Directors") are and were as of March ¥,
1993 each a member of the Bank’s Board of Directors; and

WHEREAS, the 1993 Annual Meeting of the Shareholders of the
Bank is scheduled to take place on April 29, 1993 (the "1993
Annual Meeting"); and

WHEREA8, at the 1993 Annual Meeting, six positions on the
Bank’s Board of Directors are up for election (the "1993
Shareholders’ Election"); and

WHEREAB, the Bank’s Board of Directors, with Bulman, Pyne,
Crowley, Lane, Lombardo, Nardo, Sears, Soini, and Wightman voting
in favor, and with Gaughen, Gaughen Jr., Consentino, Youngworth,

Marian J. Fahey ("Fahey"), Stacey M. Page ("Page'} and Warren




Noble ("Noble") voting in opposition, has proposed to the
shareholders a slate of six candidates (the "Management Slate")
for election to the Bank’s Board of Directors to be voted on at
the 1993 Annual Meeting; and

WHEREAS, Géughen has proposed to the shareholders a slate of
six candidates (the "Gaughen Slate") for election to the Bank’s
Board of Directors to be voted on at the 1993 Annual Meeting; and

WHEREARS, at the March 5, 19393 Meeting of the Bank’s Beard of
Directors Qotes on a series of resolutions set forth in the
document attached hereto and incorporated herein by reference as
Exhibit 1 were taken (the "March 5 Votes"), with Bulman, Pyne,
Crowley, Lane, Lombardo, Nardo, Sears, Soini, and Wightman voting
in favor of each, and with Gaughen,'Gauqhen Jr., Consentino,
Youngworth, Fahey, Page and Noble voting in opposition to each,

WHEREASB, there is pending in the United States District |
Court for the District of Massachusetts a civil action entitled

Hingham Institution for Savings v. Robert H. Gaughen, et al. v.

Paul E. Bulman, et al., Civil Action No. 93-10497-H (the "Federal

Court Action"), and there is pending in the Norfolk Superior
Court of the Commonwealth of Massachusetts a civil action

entitled Robert H. Gaughen, et al. v. Paul E. Bulman, et al.,

Civil Action No. 93-00912 (the "State Court Action"); and
WHEREAS, in the Federal Court Action the Parties have
engaged in substantial discovery and the federal district court,

upon consideration of voluminous materials submitted by the

Parties and after a hearing on cross-motions for preliminary

-




injunction, ruled that the Bank '"has failed to establish in a
preliminary hearing that there is a likelihood of success on the
merits, in that it has failed to show that the five defendants
were members of a ‘Group acting in concert’" and the court
declined to act on the defendants’/third-party plaintiffs’ motion
for preliminary injunctioen; and

WHEREA8, following the federal district court’s ruling, the
defendants filed the State Court Action; and

WHEREAS, on the basis of the information which is now before
the Board of Directors, which information includes information |
developed since the March 5 Votes, including the federal district
court ruling referred to above, the Parties believe that the cost
of further litigation is likely to exceed the benefits to the
Bank from the continuation of litigation, and, therefore, it
would be in the best interests of the Bank, its shareholders and
its other constituencies to effect a settlement of the
litigation; and

NOW, THEREFORE, in consideration of the mutual promises and

obligations undertaken herein, the Parties hereby stipulate and

agree as follows:

A The Pending Litigation:

1. With respect to the Federal Court Action, the Parties
agree that upon the execution of this Agreement, including the
Exhibits thereto, they shall jointly seek the federal district
court’s approval of the dismissal of the Federal Court Action,

and shall pursue reascnable and diligent efforts to obtain such
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approval from the Federal District Court.

2. Unless the federal district court has acted to
disapprove the dismissal by the 1593 Annual Meeting, all shares
of Bank common stock shall be allowed to vote, the votes shall be
officially counted, the election certified, and the winning
noginees seated.  In the event that the federal district court
disapproves the dismissal, in whole or in part, then all
provisions of this Agreement, the Releases attached hereto and
incorporated herein by reference as Exhibit 2, and all other

Exhibits hereto, shall be null and void and of no effect

whatsoever.

3. With respect to the State Court Action, the Parties
shall execute and file a Notice of Dismissal in the form attached
hereto and incorporated herein by reference as Exhibit 3.

4. The Parties shall execute and deliver Releases in the
form attéched hereto and incorporated herein by reference as
Exhibit 2.

5. The Parties agree that no Party, from the date of this
Agreement, shall initiate, or cause to be initated by any
attorney, agent or employee, any contact with any person or
entity with the purpose of alleging or creating an investigation
into allegations that (i) Gaughen, Gaughen Jr., K. Gaughen,
Consentino, and Youngworth constitute a "Group Acting in Cohcert"
as that term is defined and used in the Bank’s Charter or any
applicable federal or state law or regulation, or (il) any of

Gaughen, Gaughen Jr., K. Gaughen, Consentino, and Youngworth is a
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"beneficial owner," for any purpose under the Bank‘s Charter or
any applicable federal or state law or regulation, of any or all
of each others’ shares in the Bank.

6. The Parties agree that they shall not reinstitute or
otherwise pursue the Federal Court Action or the State Court
Action, and shall not commence any new litigation concerning or
based upon the allegations set forth in the Complaint filed by
‘the Bank in the Federal Court Action, the allegations set forth
in the Third-Party Complaints in the Federal Court Action or the
allegations set forth in the Complaint filed by Gaughen, Gaughen

Jr., K. Gaughen, Consentino and Youngworth in the State Court

Action.
B. Actions by the Board of Directors:
7. The Party Directors shall vote to rescind the following

votes adopted by a majority of Directors at its March 5, 1993

meeting:

That, on the basis of the information before
the Board of Directors, it is not in the best
interests of the Bank, its stockholders and
its other constituencies for Robert H.
Gaughen, Robert H. Gaughen, Jr., Kevin
Gaughen, James Consentino and Thomas
Youngworth (the “Group") to gain control of
the Bank without compliance with the relevant
legal requirements and in violation of the
Amended and Restated Charter of the Bank (the

"Charter™).

That, in accordance with the terms of Article 10 of the
Charter, all shares of common stock of the Bank held by
the Group in excess of ten percent of the issued and
outstanding shares of common stock of the Bank are to
be considered "Excess Shares' (as defined in the
Charter) for purposes of the Charter.

That, upon a judicial declaration of the Bank’s

-5=-




right to do so, Paul E. Bulman and Gerard W. Pyne
be, and each of them acting singly hereby is,
authorized and empowered to transfer all of the
Excess Shares to an appropriate Trustee for sale
in order to bring the Group’s common stock
ownership interest in the Bank to ten percent of
the issued and outstanding shares of the common
stock of the Bank.

8. The Party Directors agree that it is in the best
interests of the Bank, its shareholders and its other
constituencies to vote in favor of each of the Resoclutions set
forth in the document attached hereto and incorporated herein by
reference as Exhibit 4, and agree to vote in favor of the
Resolutions at the April 26 Meeting of the Board of Directors,
and further agree not to rescind the favorable votes on such
Resolutions.

g, In consideration of the settlement set forth in this
Agreement, the Party Directors believe that it is in the best
interest of the Bank and its shareholders for the Bank to pay
reasonable legal fees, costs and expenses incurred by each Party
Director and K. Gaughen in connection with the Federal Court
Action and the State Court Action, and the claims, proceedings,
and investigations resulting in or forming the basis of the
Federal Court Action or the State Court Action, so long as such
legal fees, costs and expenses were incurred between November 1,
1892 and the later of the date of the termination of the Federal
Court Action or the State Court Action; and agree to cause the

Bank to pay such reasonable legal fees, costs and expenses so

long as any necessary regulatory approval is obtained.




cC. ‘The Conduct of the Election:
The Parties agree that the 1993 Shareholders‘ Election

10.

shall be conducted in accordance with the rules set forth in the

document attached hereto and incorporated herein by reference as

Exhibit 5.
11. The Parties agree upon appropriate amendment to the By~

Laws, to select and appoint the Honorable John HcNaught, or if he
is not available, the Honorable James Lynch, as an impartial
person to serve as the Presiding Officer and Inspecter of
Elections at the 1993 Annual Meeting (the "Impartial Inspector").

12. The Parties agree that the Gaughen Slate shall-nbt be
declared out of order, challenged under Article III, Section.3 of
the Bank’s By-Laws, or challenged on any other grounds at the
1993 Shareholders’ Election.

13. The Parties agree that all votes relating to shares
owned by Gaughen, Gaughen Jr., X. Gaughen; Consentino, and
Youngworth cast in the 1993 Shareholders’ Election shall be

counted.
The Parties agree to issue the Joint Statement to

14.
Shareholders attached hereto and incorporated herein by reference
as Exhibit 6 (the "Joint Stétement to Shareholders"). |

15. The Parties agree not to issue any other written
communications to Shareholders in regard to the 1993
Shareholders’ Election, the Federal Court Action, or the State
Court Action, apart from the Joint Statement to Shareholders,

except as otherwise required by law which shall be determined by
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the law firm of Bingham, Dana & Gould in the case of the Bank and
by the law firm of Hale and Dorr in the case of Gaughen; provided
however that nothing herein shall be construed as préhibiting
either Gaughen or the Bank, or their respective proxy
solicitation firms, from communicating with the shareholders in a
manner consistent with the terms of this Agreenent.

D. General Provisions:

16. The Parties acknowledge and agree that, if the Gaughen
Slate is declared the winner at the 1993 Shareholders’ Election,

then Bulman would no longer enjoy the support of a majority of

the Board of Directors of the Bank. In the event that the

Gaughen Slate is declared the winner at the 1993 Shareholders’
Election, in consideration of the agreements set forth below
Bulman agrees immediately to tender his resignation as a director
and officer of the Bank and any and all of its subsidiaries.

17. The Parties agree to make a good faith and reasonable
effort (a) to cause the Executive Employment Agreement executed
by the Bank and Bulman to be amended to provide that Bulman’s
resignation shall constitute an event entitling him to receive a
termination benefit, in lieu of any other termination benefits
payable pursuant to any agreement Bulman has with the Bank, which
is equal in amount to the Severance Payment that he would have
received had a Change in Contrel and a Terminating Event, as

these terms are defined in the Special Termination Agreement

executed by the Bank and Bulman, occurred, such payment to be

commenced in installments in regqular payroll payments in the same
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amounts and on the same dates as Bylman is receiving from the

Bank as of the date of this Agreement through November 30, 1993

(the “Installment Payments"), the balance to be paid in a lunp-

Sum payment on November 30, 1993 (the "Lump-Sum Payment") ; {b) to

vest and accelerate to April 30, 1993 the exercise date of all of

Bulman‘s 6,000 stock options with an exercise price of $4.00 per

share (the "6,000 Options") and extend to November 30, 1993 the

termination date of such options; and (c) to vest and accelerate

to April 30 1393 the exercise date of all of Bulman‘s 20,000

stock options with an exercise price of $8.50 per share (the

20,000 0ptlons") and extend the termination date of such options

to the date that the Lump-Sum Payment is made or until Bulman has

received $200,000 in Installment Payments, whichever is earlier,

provided however, that should Bulman choose to exercise any or

all of the 20,000 Options (the "Chosen Options"), the Lunp-sSum
Payment shall be reduced by an amount equal to the product of (i)
the number of Chosen Options exercised times (ii) an amount per-

share equal to the difference between (A) the per-share exercise

brice paid by Bulman to exercise such Chosen Options ($8.50) and
(B) the lesser of (1) the market price as of the market close on
April 22, 1993 or (2) the markét price as of the market close on .
the date seven days after the public announcement of the signing

of this Agreement. The market price shall be the last sale price

announced on NASDAQ or, if no sale has occurred during such day,

the average of the last bid and asked prices reported on NASDAQ.

At his election, Bulman may pay the exercise price of his options
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by requesting the Bank to set off such amount against any amounts
due and owing from the Bank to Bulman on the exercise date, Any
salary or compensation received by Bulman hereafter from any
source other than the Bank will not offset or in any way diminish
amounts due to Bulman pursuant to this Agreement. Should any
fegeral or state'regulatory agency take any action that prevents
or prohibits the operation of this paragraph, then the foregoing
provisions of this paragraph shall be deemed severed from this
Agreement; Bulman’s resignation tendered pursuant to Paragraph 16
shall be deemed a "termination without c%use" as that term is
used in the Executive Employment Agreement and/or a "Termi;ating

Event" under paragraph 3(a) of the Special Termination Agreement;

and all remaining provisions of this Agreement and the Exhibits

thereto shall remain in full force and effect. The Parties

acknowledge that (a) payment under the Executive Employment
Agreement or the Special Termination Agreement may require
federal or state regulatory approval, and (b) the Parties do net

agree as to whether a Change in Control as that term is used in

the sSpecial Termination Agreement has or will occur.

18. The Bank agrees that it shall indemnify all Party

Directors and K. Gaughen for all losses, expenses, clainms,
damages or liabilities arising out of the decision to commence
the Federal Court Action and/or the State Court Action and to

execute this Agreement.

19. This Agreement shall inure to the benefit of, and be

binding upon, the Parties and their respective legal
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representatives, successors and assigns.

20. The Agreement shall be governed by, and construed in
accordance with, the laws of the Commonwealth of Massachusetts,

21. This Agreement constitutes the entire agreement of the

parties hereto with respect to the settlement of each and every

actual and potential claim between and among the Parties with

respect to the March 5 Votes, the Federal Court Action and the

State Court Action, except as otherwise specifically provided

herein. The Parties agree that all prior statements,

representations, or agreements are superseded by this Agreement

and are terminated in their entirety. No party shall be bound by

or charged with any oral or written agreement, representation,

warranty, statement promise, arrangement or understanding

relating to the subject matter of this Agreement which is not

specifically set forth in this Agreement or its Exhibits. Each

party enters into this Agreement freely, voluntarily and in good

faith with and on the advice of independent counsel. Each party

acknowledges the terms of this Agreement to be a fair, reasonable
and good faith settlement of each and every actual and potential
claim between and among the Parties with respect to the March s
Votes, the Federal Court Actién and the State Court Action.

22. This Agreement shall ‘become valid, effective and

binding upon the execution of this Agreement by the Parties. .

This Agreement shall be executed under seal. The Parties agree

to execute multiple copies of this Agreement; each executed copy

shall constitute an original.




IN WITNESS HEREOF, the Parties have caused this Agreement to

be executed by their duly authorized officers and have set their

hands and seals.

HINGHAM INSTITUTION FOR SAVINGS

By f—;;/g% “Vito A. Nardo

Its'-\ijz)@xjﬁl% m@%’_‘
S A

Paul E. Bulman Herbert E. Soini

A Lo GO o D

Ef Robert Crowley ames Consentino

Gerarﬁz‘]?{yﬁ,/ ’ Qg:teﬁcdughen %Qkﬁ\
Réértﬁﬁ/./ca /ey, Jr.f
/ (:__zﬁéillh)

Kevin GaugHen

- %%ﬂmﬁf‘

Thomas Younqﬁ/ﬁth
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Exhibic 2

HINGHAM INSTITUTION FOR S5AVINGS

Joint Statement to Stockholders by the Board of Directors
and Robert H. Gauaghen of Hincham Institution For Savings

April 26, 1993

This statement is being furnished to stockholders of Hingham

Institution for Savings

JOINTLY by:

the Board of Directors of the Bank
AND
Robert H. Gaughen, sr.

, As all of you know, Mr. Gaughen and the Bank’s Nominating
Committee have each nominated a slate of six nominees for :
election to the Bank’s Board of Directors at the Bank’s 1a93

Annual Meeting.

During March 1993 the Bank and Mr. Gaughen each brought
litigation relating to the election and various other matters.
On April 19, 1993 the Federal District Court for Massachusetts

TIGATION DESCRIBED IN THE PROXY

ACCORDINGLY, ALL OF THE LI
DES HAS BEEN TERMINATED.

MATERIALS CIRCULATED BY BOTH SI
HOWEVER, THE PROXY CONTEST CONTINUES.

‘ At the April 26 Board meeting, the Board unanimously
determined that the choice between the two slates should be left
to you, the stockholders. The election will be conducted
impartially, and the outcome will be decided by a plurality of
the votes cast by all stockholders, with each stockholder having

one vote per share,

INCLUDING MR. GAUGHEN, LOOK FORWARD

THE BOARD OF DIRECTORS,
G RIGHTS IN A RESPONSIBLE FASHION.

TO YOUR EXERCISING YOUR VOTIN

Xy to either side, please follow the

In order to subnit a pro
parties’ prior communications with

instructions contained in the
you.




MAY 18 93 84!31PM HALE AND DORR

. ExXwg T 3
“Hingham |
Institution

FOR aVlﬂgS " 55 Main Bitset s Hingham, Maxs, 02043 + 617-745-2200

IRCTROOE4TES 1hi

PRESS RELEASE

FROM Robert H, Gaughen, Jr, President
Hingham Ingttution for Savings
Hingham, MA (NASDAQ - HIFS)

DATH May §, 1093

CONTACT [Robert H, Gaughen, Jr. (617) 749-2200

HINGHAM INSTITUTIONFOR SAVINGS (NASDAQ-HIFS) announced
today that its Annual Meeting Of Shareholders voted overwhelmingly to raplacs
Masanagement’s Directors and nominees with a dissident slate, ‘The dissident’s
slste prevailed by & margin of 805,000 shares to 309,000 shares,

On Thursday, April 20, 1993, after the Annval Meating, the Bank's Board
of Directors elected Robert H. Gaughen, Jr., &s Chairman and President of the
Bank. Gaughen, one of the dissident directors, stated that the Bank’s new
management team would focus on the reduction of the non-performing asgets and
the retumn of the Bank to a profit based on core operating eamings. Gsughen
stated that the Bank's markst area is one of the flnest in the statz and that
tttention to banking basics i3 expected to return the Bank to operating profitability
in the future. Gaughen stated, however, that the legal expenses incurred in
management's attempt to keep itself in power, an amount estimatad to be
approximately 1 million dollars, will substantially mpact the Bank’s 2ad quarter

5.

Ths Bank further announced that Paul E. Bulman, its President for the Jast
four years, and Gerard Pyoe, the Chalrman of the Boird of Directors and
Marketing Officer, have been separated from their respective positions with the
Bank. The dissident slate had charged that the Bank had been mismanaged end
made allegations of viclations of federal and state Jaws by seniar management.




