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ITEM1 - FINANCIAL STATEMENTS

HINGHAM INSTITUTION FOR SAVINGS AND SUBSIDIARIES

Consolidated Balance Sheets

March 31,
1995
(In Thousands)
(Unaudited)
ASSETS
Cashandduefrom banks . ... ... oot i 3 2,661
Interest-bearing deposits ... .. . 3,258
Cashand cashequivalents . ... ... ... .. .. i, 5,919
Securities available forsale, atfairvalue ........ ... . .. ..o ool 12,685
Securtiesheld fomaturity . ... ... .. i 28,373
Loans, net of allowance for loan losses of
$1,245,000in 1995 and $1,338,000in 1994 . ... ..o 104,282
Foreclosedreal estate, net . ... ... . i e i 347
Banking premises and equipment, et . ... ... Lo i e 1,761
Accrued interest receivable .. .. i 1,061
Deferred income taX 85580 . ..ot r oot e i 1411
Federal Home Loan Bank stock, ateost .. ... .o irii i 994
(011 V= g1 1 1< S O 384
T Otal B8SETS L vttt e e $157.217
LIABILITIES AND STOCKHOLDERS' EQUITY
DIEPOSIES . . o\ e vttt e e e $115,381
Federal Home Loan Bank advances ..........c.ccoiiiiieniinriarranronn. 19,000
Accrued interestpayable ... ... L. 416
Mortgagors' eSCIOW ACCOMIES . v v\t ve e vv e vrrnnraa i st 363
Other Habilitles . ... .ottt e et e e 1416
Total Habtlites . . .ottt e e e e 140.576
Commitments and confingencies . . ... o _
Stockholders' equity:
Preferred stock, $1.00 par value,
2,500,000 shares authorized; noneissued . . .......... .. ... _
Common stock, $1.00 par value,
5,000,000 shares authorized; 1,293,000 shares issued
andoutstanding . ... ... L 1,293
Additional paid-incapital ......... ... .o o 8,584
Undivided profits . .. ... ... o 7.021
16,398
Net unrealized loss on securities
available for SAlE . .. . e i (257)
Total stockholders' equity .. ... ... i 16,641
Total Habilities and stockholders’equity ... ......... .o o i $157.217

See accompanying Notes to Consolidated Financial Statements.

December 31,
1994

$ 3,897
11
3,908

13,866
29,064

100,358
439
1,699
835
1,557
994
432

$153.192

$116,684
19,000
358

252

917
137,211

1,293
8,584
6,629
16,506

(525)
15,981

$153,192




ITEM 1 - FINANCIAL STATEMENTS (continued)

HINGHAM INSTITUTION FOR SAVINGS AND SUBSIDIARIES

Consolidated Statements of Income

Three Months Ended
March 31,
(In Thousands, Except Per Share Amounts) 1995 1994
(Unaudited)
Interest and dividend income:
AT o ottt e e e $£2,168 $1,564
IVeStment SECUTIHES . . .ottt i ettt e s e e et et e i e 616 668
Interest-bearing deposils .. ... ... e 27 27
Total interest and dividend income . ........ .o i o i 2.811 2,259
Interest expense:
DIEPOSIES o oottt e e e e 971 375
Federal Home Loan Bank advances . ... ... 266 164
Total INtEIEst EXPEMSE . .« o oo\ v vt e et it 1,237 1.039
Net IEEreS MICOMIE o ot v vttt e et bttt ae s mtm i ee e et iaaria e e nanns 1,574 1,220
Provision for 1oan JoSSe8 . .ottt e e 30 30
Net interest income after provision for loanlosses .......... ... ... it 1.544 1,190
Other income:
Customer ServICE TEeS ... it i e e e 86 78
Loss on sale of INVESIMENIS ... .. ..ottt et iiaia s a e 49) &)
Gatnon sale of loans, Net . ... ... . e — 26
Litigation settlement . . ... .....ooui i — 282
OO . . . e 43 44
Total Gther INCOIME . . v\ v e et et e s e e et iia e et 80 421
Operating expenses:
Salaries and employee benefits ... .o 439 416
DAt PIOCESSILE .« - .+t ot et ee e e et et e 73 72
Occupancy and eQUIPIMENT . . . ... ..ttt ea e 71 71
Foreclosed and other real estate, net . ... ... ... it 15 104
LAl .o et 36 42
TEPOSIE INSULATICE L .« <.« e vt vv e eaa et i sm e e e e r o eae e aes 76 76
07 17, o PRI 216 227
Total Operating eXPenSES . ... .o .ottt 926 1,008
Income before INCOMIE FAXES . ..o vvuer e et ettt ia st tnaaman e nar s cnes 698 603
Income tax provision (benefit) .......... ... 241 (90)
IEE HICOMIE « . v vt e ettt e e v e aa e e e e e e e $_457 $_0693
Income per commOn SHAre . . .. ... ... oo it i $.035 $.0.54
Cash dividends declared per commonshare ...............c.o i, $ 005 $.0.04
Weighted average sharesoutstanding . ............. i 1,293 1,277

See accompanying Notes to Consolidated Financial Statements.




ITEM 1 - FINANCIAL STATEMENTS (continued)

HINGHAM INSTITUTION FOR SAVINGS AND SUBSIDIARIES

(In Thousands)
{Unaudited)

Balance at December 31, 1993
Net Income
Change in net unrealized gain
(loss) on securities available
for sale

Stock options exercised

Cash dividends declared
{$0.04 per share)

Balance at March 31, 1994
Balance at December 31, 1994
Net Income
| Change in net unrealized gain
| (loss) on securities available

‘ for sale, net of tax effect

Cash dividends declared
‘ {$0.05 per share)

Balance at March 31, 1995

For the Three Months Ended
March 31, 1995 and 1994

Consolidated Statements of Changes in Stockholders' Equity

{ See accompanying Notes to Consolidated Financial Statements.

Net Unrealized
Gain (Loss)
Additional on Securities Total
Common  Paid-in Undivided  Availablefor  Stockholders'
Stock Capital Profits Sale Equity
$1,277  $8,453 $4,292 § 352 $14,074
— —_ 693 — 693
— — — (453) (453)
1 2 _— —_ 3
—r . (1) _— _Gh
$1.278  $8455 $4,934 $(401) $14,266
$1,293 $8,584 $6,629 $(525) $15,981
— — 457 — 457
—_ — — 268 268
= . (63) - _{65)
$1,293  $8,584 $7.021 $257) $16,641
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ITEM 1 - FINANCIAL STATEMENTS (continued)

HINGHAM INSTITUTION FOR SAVINGS

Consolidated Statements of Cash Flows

Three Months Ended
March 31,
1995 1994
(In Thousands)
(Unaudited)
Cash flows from operating activities:
INELIIGOIMIE © .+ o v s e e e e e v e e e et e et e e e e i e e $ 457 $693
Adjustments to recongile net income to
net cash provided by operating activities:
Provision for 0an JoSSeS .. ...t e 30 30
Provision for loss on foreclosed realestate . .......... ... 10 50
Amortization of premium on investment
securities, net of aceretion .. ... ... .. i i 72 174
Amortization of deferred loanfees, net ... . Lot (16) (12)
Depreciation . . . ..o 29 27
Loss on sale of investments, net ... ... . vt 49 9
Gainonsale of 1088 .. .. i — (26)
(Gain on sale of foreclosed real estate ... ... .. ... .o ot (4) e
Increase in accrued interestreceivable .. ... ... .. i (226) (123)
Increase in deferred income tax asset .. ... .. i i {50) (90
Increase N Other @SSetS .. ..t ot i e e (32) {1,160)
Increase in accrued interest payable and
other HABIEES . .. ..ot irr et 557 216
Net cash provided by (used in) operating activities . ............ooeiiinn, 876 212
Cash flows from investing activities:
Proceeds from sales of securities availableforsale ............... ... .0t 1,464 3,032
Purchase of securities availableforsale .. .......... . .. o — (2,036)
Proceeds from maturities of securities availableforsale .................... — 100
Principal payments received on mortgage-backed secunities . ................ 751 3,678
Loans originated, net of paymentsreceived ............ ..o (3,706) (5,203)
Proceeds from sale of [oans . ... ..o — 1,895
Additions to foreclosed and other real estate, net of payments ................ (107) (30}
Proceeds from sates of foreclosed and otherrealestate ..................... 81 547
Additions to banking premises and equipment . ... ... {21} (45)
Net cash provided by (used in) investing activities ................c.oovnins (1,608) 1,936




ITEM | - FINANCIAL STATEMENTS (continued)

HINGHAM INSTITUTION FOR SAVINGS

Consolidated Statements of Cash Flows (continued)

Three Months Ended
March 31,
1995 1994
(In Thousands)
(Unaudited)
Cash flows from financing activities:
Increase in deposits, NEL . ... ... vt iu it s $2,697 $2,903
Increase in mortgagors' eSCrow accounts .. ... 111 58
Proceeds from stock options exercised .. ... Lo oo — 2
Cash dividends paid on common steck .. ... ... o (65) —
Proceeds from Federal Home Loan Bank Advances greater than 3 months . 9,000 —
Repayment of Federal Home Loan Bank Advances greater than 3 months . .. .. (9.000) —
Net cash provided by financing activities ................. ..o 2743 2,963
Net increase incash and cashequivalents . ............ ... ..o ont 2,011 4,687
Cash and cash equivalents at beginningofyear ................. ..ot 3.508 4.889
Cash and cash equivalentsatendof perfod . .. ...........o o 85,919 $9.576
Supplementary information:
Interest paid on deposit 8CCOUMES . ... ...\ttt $ 925 % 874
Interest paid onborrowed funds .. ... 253 161
Income taxes paid . ... ... i 15 —
Loans transferred to foreclosed real estate .. ............ ... ... .ol — 766
Financed sales of foreclosedrealestate ........... ... ... o i, 63 474
Foreclosed real estate transferred todoans . ... .o 129 286

See accompanying Notes to Consolidated Financial Statements.




HBINGHAM INSTITUTION FOR SAVINGS AND SUBSIDIARIES
Notes to Unaudited Consolidated Financial Statements

March 31, 1995 and 1994

SUMMARY QF 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, 1994 filed on Form F-2.

Financial information as of March 31, 1995 and the results of operations and cash flows for
the three month period ended March 31, 1995 and 1994 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

ear's presentation.
y

ACCOUNTING POLICY CHANGE

In May 1993, the Financial Accounting Standards Board issued SFAS No. 114, "Accounting
by Creditors for Impairment of a Loan." The Statement requires that impaired loans be measured on
aloan by loan basis by either the present value of expected future cash flows discounted at the loan's

effective interest rate, the loan's obtainable market price, or the fair value of the collateral if the loan

is collateral dependent,




The statement is applicable to all creditors and to all loans, except large groups of smaller
balance homogeneous loans that are collectively evaluated for impairment, loans that are measured
at fair value or at the lower of cost or fair value, leases, and convertible or nonconvertible debentures

and bonds and other debt securities.

SFAS No. 114 also limits the classification of loans as in-substance foreclosures to situations
where the creditor actually receives physical possession of the debtor's assets.
This statement was adopted by the Bank on January 1, 1995. As of March 31, 1995 loans

classified as impaired amounted to $302,000. The allowance for loan losses allocated to impaired

loans amounted to $38,000.

COMMITMENTS

At March 31, 1995, there were outstanding commitments to advance construction funds and
to originate loans in the amount of $3.8 million and commitments to advance existing home equity

and other credit lines in the amount of $4.6 million.

REGULATORY MATTERS

Tn 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 have been incorporated into a comprehensive business plan, which has been
submitted to the FDIC and the Commissioner of Banks. In addition, specific goals were established

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




DIVIDEND PAYMENT
On March 23, 1995, the Board of Directors, with the approval of the FDIC and the
Massachusetts Commissioner of Banks, declared a $0.05 cash dividend to all stockholders of record

as of April 11, 1995, payable April 21, 1995.




ITEM 2 - MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS.

RESULTS OF OPERATIONS FOR THE THREE MONTH PERIODS ENDED

MARCH 31, 1995 AND 1994

GENERAL

The Bank reported net income of $457,000, or $0.35 per share for the quarter ended March
31, 1995 as compared with $693,000 or $0.54 per share for the same period in 1994. The fesults for
the first quarter of 1994 included $282,000 in income related to a litigation settlement. Excluding
the effect of this non-recurring item in 1994, income for the first quarter of 1995 increased $46,000,

or 11% over the two periods.

NET INTEREST INCOME

Net interest income increased to $1.6 million for the first quarter of 1995 from $1.2 million
for the comparable 1994 quarter. The weighted average interest rate spread increased to 3.76% in
the first quarter of 1995 from 3.21% in the first quarter of 1994. Net interest margin, which is
calculated by dividing net interest income by average earning assets, increased by 72 basis points to

4.22% for the first quarter of 1995 from 3.50% for the same period last year.
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Three months ended March 31, 1995 1994

AVERAGE AVERAGE
BALANCE  INTEREST YIELD BALANCE  INTEREST  YIELD
(In Thousands)
Loans (1) (2) $103,769 $2,168 8.36% $79,083 51,564 7.91%
Invesiment securities (3) 43,444 616 5.67% 56,796 668 4,70%
Short-term investments 1,822 27 5.93% 3,493 27 3.10%
Total earning assets 149,035 2,811 1.54% 139,372 2,259 6,48%
Other assets 5,786 8,015
Total assets $154.821 $147.387
Deposits $111,915 971 3.47% $112,033 875 3.13%
FHLB borrowings 19.068 266 5.58% 15,000 164 4.38%
Total interest-bearing liabilities 130,983 1,237 3.78% 127,033 1,039 327%
Weighted average rate spread (4) 3.76% 321%
Demand deposits 6,405 5,071
Other liabilities 944 675
Total liabilities 138,332 132,779
Stockholders' equity 16,489 14,608
Total liabilities and stockholders'
equity $154.821 $147,.387
Net interest income 1,574 51,220
Net interest margin (5) 4.22% 3.50%
(n Non-acerual foans are included in the average loan balances.
(2) Before deducting average allowance for loan losses.
3) Before deducting average net unrealized loss on securities available for sale.
) Represents the weighted average yield on interest-earning assets during the quarter less the
weighted average rate paid on interest-bearing liabilities.
5) Represents net interest income divided by average eamning assets.
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Interest and dividend income increased by $552,000 for the first quarter of 1995 compared
to the first quarter of 1994. This increase is primarily attributable to an increase of approximately
$9.7 million in the volume of average earning assets during the quarter ended March 31, 1995
compared to the quarter ended March 31, 1994. Interest income on loans increased by $604,000
over the same two periods primarily as a result of an increase of approximately $24.7 million in
average loans outstanding. Over the same two periods, interest and dividends on investments
decreased by $52,000 due to sales and principal paydowns on investment securities partially offset
by an increase in the weighted average yield. The yield on total interest-earning assets increased to
7.54% for the quarter ended March 31, 1995 as compared to 6.48% for the quarter ended March 31,
1994,

Total interest expense increased $198,000 for the quarter ended March 31, 1995 compared
to the quarter ended March 31, 1994. Interest on deposits increased by $96,000 as a result of higher
weighted average rates paid on deposits accompanied by changes in the deposit mix. Interest paid
on Federal Home Loan Bank advances for the first quarter of 1995 increased by $102,000 as
compared to the same quarter in 1994 primarily as a result of a higher weighted average rate
accompanied by a $4.1 million increase in average borrowings. The average rate on interest-bearing
liabilities increased to 3.78% for the first quarter of 1995 from 3.27% in the comparable quarter of

1994,
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PROVISION FOR LOAN LLOSSES

At March 31, 1995 and 1994, 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. A $30,000 provision for loan losses was charged to operations for both the first
quarter of 1995 and 1994. The balance of the allowance for loan losses at March 31, 1995 and

December 31, 1994 was $1.2 million and $1.3 million, respectively.

OTHER INCOME

Total other income was $80,000 for the quarter ended March 31, 1995 as compared to
$421,000 for the same quarter of 1994. In 1994, the Bank received $282,000 in a settlement related
to the actions of a former president. During the first quarter of 1995 the Bank sold $1.5 million in
securities at a net loss of $49,000 in order to fund loan growth, Comparably in 1994, there were $3.1

million in sales of securities resulting in a $9,000 loss. In addition, in 1994 the Bank sold $1.9 million

in loans at a net gain of $26,000.

OPERATING EXPENSES

Total operating expenses were $926,000, or an annualized 2.39% of average total assets, for
the quarter ended March 31, 1995 as compared to $1.0 million, or 2.74%, for the same quarter of
1994. This $82,000 decrease was due primarily to expenses relating to foreclosed properties and
other real estate, net. There were $347,000 in foreclosed properties at March 31, 1995 as compared

to $1.8 million at March 31, 1994,
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INCOME TAXES

The Bank recognizes income taxes under the asset and fability 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 judgment relating to the realizability
of such asset.

During the first quarter of 1995, the Bank recorded $291,000 in tax expense. Offsetting this
expense, the Bank recognized an additional deferred tax benefit of $50,000 based on anticipated
future income. As a result the Bank was taxed at an approximate effective rate of 34.5%. During

the first quarter of 1994, $90,000 in tax benefits were recognized.
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BALANCE SHEET ANALYSIS - COMPARISON AT MARCH 31, 1995 TO

DECEMBER 31, 1994

Assets totaled $157.2 milion at March 31, 1995, as compared to $153.2 million at December

31, 1994, an increase of 2.6%.

INVESTMENT SECURITIES

Investments in debt securities that management has the positive intent and ability to hold to
maturity are classified as "held to maturity" and reflected at amortized cost. Investments that are
purchased and held principally for the purpose of selling them in the near term are classified as
“trading securities" and are reflected on the balance sheet at fair value, with unrealized gains and
losses included in earnings. Investments not classified as either of the above are classified as
"available for sale" and are reflected on the balance sheet at fair value, with unrealized gains and
losses excluded from earnings and reported as a separate component of stockholders' equity.

Investment securities were $41.1 million, or 26% of total assets, at March 31, 1995, a
decrease of $1.8 million from $42.9 million at December 31, 1994. Securities held to maturity at
amortized cost totaled $28.4 million with a fair value of $27.3 million. At March 31, 1995, debt
securities available for sale at fair value totaled $12.7 million. The net unrealized loss on securities
available for sale, net of tax was $257,000 at March 31, 1995, an improvement of $268,000 from
December 31, 1654,

During the first three months of 1995, proceeds from the sales of $1.5 million in available-for-

sale securities were used to fund the growth in the loan portfolio.
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LOANS

During the first three months of 1995, total loans outstanding increased by $3.9 million to
$104.3 million on March 31, 1995, from $100.4 million at December 31, 1994 attributable primarily
to $9.1 million in originated loans offset by amortization, pay-offs and transfers to foreclosed real
estate. On March 31, 1995 and December 31, 1994, loans outstanding represented 66% of total

assets. Loans totaling $990,000 and $505,000 were classified as non-accrual at March 31, 1995 and

December 31, 1994, respectively.

Loans by Balance Type
March 31,
{In Thousands) 1995
Mortgage loans:
Residential .. ... . i e $57,064
COmMMETCIAl ... oo e e 36,578
CONSIUCHON & o\ vttt e ettt e et ettt et s 8,460
Equity lines-of-credit ........... ... ... . . oo 3,894
Second MOTEAGES . .. .. ..ttt i aiear e 344
106,340
Lessunadvanced loanfunds . ......... ... .ot (2.468)
Total mortgage loans,net . ........ .. ... ... ..o 103.872
Commercial loans;
Secured ... e 1,049
UnSeCUIEE . .o vt e e i i e e e 33
Total commercial loans .. ....... ... i, 1.082
Consumer loans:
Personal installment ... ........ oo 790
Education ... .oo vttt e e 26
Revolvingeredit . ....... ... ... i 70
Total consumerloans ........ ... et 886
Total loans .. ...t e 105,840
Less: Allowanceforloanlosses. ...t (1,245)
Net deferred interest and loanfees .. ... ... .. ...t (313)
LOBNS, TBE © . ettt e s $104,.282

At March 31, 1995, included in the above table are $302,000 in loans which have been classified as impaired pursuant to

the adoption of SFAS No, 114.
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December 31,
1994

$57,671
33,763
6,404
3,687
249
101,774

81
1,045

102,023
(1,338)

(287)
$100,398




Loans are carried net of the allowance for loan losses. The allowance is maintained at a level
to absorb possible losses within the loan portfolio. At March 31, 1995, the allowance had a balance
of $1.2 million, which included $38,000 allocated to loans classified as impaired pursuant to the
adoption of SFAS No. 114. At December 31, 1994 the allowance had a balance of $1.3 million.

During the first three months of 1995, foreclosed real estate, net decreased by $52,000 or 21%
to $347,000 at March 31, 1995, from $439,000 at December 31, 1994. Effective January 1, 1995,
two properties totalling $129,000 which were classified as "in-substance" foreclosure were
transferred from the foreclosed real estate category and reclassified as impaired/non-accrual loans
pursuant to the adoption of SFAS No. 114. At March 31, 1995, foreclosed real estate, net, was
0.22% of total assets as compared to 0.29% at December 31, 1994, Management is continuing its
aggressive posture in divesting properties previously foreclosed and remains optimistic because of

the promising increase in residential real estate activity that the region is currently experiencing.

Non-Performing Assets
March 31, December 31,
1995 1994

{In Thousands)
Norn-accrual loans:

Mortgageloans (1} ... ... i $966 5432

Commercial Joans . ..ot e e e e e —n 48

Installment 10aDIS . ... o it e s 24 _25

Total non-accrual loans .. ... o e 990 505

Foreclosedreal estate, It .. . ... oo 347 439
Total non-performing assets ... ............oiviiriiiaiaiian $1,337 5944
Percentage of non-accrual loans to: .

LOANS, MEE . . ottt e et e e e e 0.95% 0.50%

TOta BSOS & o vt ettt e e e 0.63% 0.33%
Percentage of non-performing assets, net to:

Loans, net and foreclosed real estate, net . ........... .. ... .. 1.28% 0.94%

TOtal ASSEES . oottt et et e e 0.85% 0.62%

(1) Includes home equity loans.
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DEPOSITS

Deposits increased by $2.7 million to $119.4 million at March 31, 1995 from $116.7 million
at December 31, 1994. Core deposits, which include regular, money market, NOW and demand
deposits, were $67.7 million, or 56.7% of total deposits, at March 31, 1995. Core deposits were
63.5% of total deposits at December 31, 1994. Certificate accounts were $51.7 million at March 31,

1995 an increase of $9.1 million over the $42.6 million at December 31, 1994.

Deposit Balances by Type
March 31, % of December31, %of
1995 Total 1894 Total
{(Dollars in Thousands) .
Non-certificate accounts:
Regular ... $ 31,170 26.1% $ 32,888 28.2%
Money marketdeposits. .. ... o 20,721 17.4 23,934 20.5
NOW e 10,543 8.8 10,584 a.1
Demand .. ... o e 5271 4.4 6,687 5.7
Total non-certificate accounts .............. 67.705 56.7 74,093 63.5
Term certificates less than $100,000 ................. 42,359 355 34,679 29.7
Term certificates $100,000 ormore .................. 9.317 _1.8 7.912 638
Total certificate accounts .................. 51.676 433 42.591 36.5
Total deposits ... ...t $119,381 100.0% $116,684 100.0%
BORROWINGS

Federal Home Loan Bank (FHLB) advances were $19.0 million at March 31, 1995
and December 31, 1994, These advances are both adjustable and fixed rate in nature and

have remaining maturities of up to two years.

CAPITAL

During the three month period ended March 31, 1995, stockholders' equity increased
by $660,000 to $16.6 million, primarily due to net income for the period of $457,000 and the
increase in the value of securities available for sale, offset by the declaration of a 30.05 per

share cash dividend.
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LIQUIDITY AND CAPITAL RESOURCES

The Bank's primary sources of liquidity are deposit balances, available-for-sale
securities, principal and interest payments on loans and investment securities and FHLB
advances.

At March 31, 1995, the Bank held $12.7 million in available-for-sale securities and
during the first three months of 1995 the Bank received $751,000 in principal payments on
its entire investment portfolio. Deposits increased by $2.7 million during the same three
month period.

The Bank is a member of the Federal Home Loan Bank and is eligible to obtain both
short and long term credit advances. Borrowing capacity is limited to the Bank's available
qualified collateral which consists primarily of 1-4 family residential mortgages and certain
investment securities. At December 31, 1994, the Bank's qualified collateral totalled $79.6
million. At March 31, 1995, the Bank had $19.0 million in credit advances outstanding with
maturities up to two years.

The Bank can also enter into repurchase agreement transactions should the need for
additional liquidity arise. At March 31, 1995, the Bank had no repurchase agreements
outstanding.

At March 31, 1995, the Bank had capital of $16.6 million, or 10.6% of total assets,
as compared to $16.0 million, or 10.4%, at December 31, 1994. Massachusetts chartered
savings banks that are insured by the FDIC are subject to minimum capital maintenance
requirements. Regulatory guidelines define the minimum amount of qualifying capital an

institution must maintain as a percentage of risk-weighted assets and average total assets.
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Regulatory Capital

(Dollars in Thousands)
March 31, December 31,
1995 1994

Total Risk-Weighted Assets $91,941 $87.603
Tier 1 Capital as a Percentage

of Risk-Weighted Assets 18.38% 18.84%
Total Capital as a Percentage

of Risk-Weighted Assets 19.63% 20.09%
Leverage Ratio 10.88% 10.88%

At March 31, 1995, the Bank exceeded all of the minimum regulatory capital ratio
requirements.
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SIGNATURES

Under the requirements of the Securities Exchange Act of 1934, the bank has duly

caused this report to be signed on its behalf by the undersigned thereunto duly authorized.

HINGHAM INSTITUTION FOR SAVINGS

Date: May 11, 1995 /s/ Robert H. Gaughen
President & Chief Executive Officer

Date: May 11, 1995 {s/ Deborah J. Jackson
Vice President & Treasurer
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