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‭PART I – FINANCIAL INFORMATION‬
‭Item 1 – Financial Statements‬

‭HINGHAM INSTITUTION FOR SAVINGS AND SUBSIDIARIES‬
‭Consolidated Balance Sheets‬

‭December 31,‬
‭2023‬

‭June 30,‬
‭2024‬

‭(Unaudited)‬ ‭(In Thousands, Except Share Amounts)‬
‭ASSETS‬
‭Cash and due from banks‬ ‭$‬ ‭5,654‬ ‭$‬ ‭5,990‬
‭Federal Reserve and other short-term investments‬ ‭356,823‬ ‭363,151‬

‭Cash and cash equivalents‬ ‭362,477‬ ‭369,141‬

‭Equity securities, at fair value‬ ‭79,802‬ ‭92,582‬
‭Securities held to maturity, at amortized cost‬ ‭3,500‬ ‭6,493‬
‭Federal Home Loan Bank stock, at cost‬ ‭69,574‬ ‭66,189‬
‭Loans, net of allowance for credit losses of‬

‭$26,652 at December 31, 2023 and‬
‭$26,940 at June 30, 2024‬ ‭3,914,244‬ ‭3,933,419‬

‭Bank-owned life insurance‬ ‭13,642‬ ‭13,805‬
‭Premises and equipment, net‬ ‭17,008‬ ‭16,676‬
‭Accrued interest receivable‬ ‭8,554‬ ‭9,082‬
‭Deferred income tax asset, net‬ ‭974‬ ‭—‬
‭Other assets‬ ‭14,172‬ ‭13,344‬

‭Total assets‬ ‭$‬ ‭4,483,947‬ ‭$‬ ‭4,520,731‬

‭LIABILITIES AND STOCKHOLDERS’ EQUITY‬
‭Deposits:‬

‭Interest-bearing‬ ‭$‬ ‭2,010,918‬ ‭$‬ ‭2,075,002‬
‭Non-interest-bearing‬ ‭339,059‬ ‭343,262‬

‭Total deposits‬ ‭2,349,977‬ ‭2,418,264‬
‭Federal Home Loan Bank advances‬ ‭1,692,675‬ ‭1,648,675‬
‭Mortgagors' escrow accounts‬ ‭13,942‬ ‭14,577‬
‭Accrued interest payable‬ ‭12,261‬ ‭12,242‬
‭Deferred income tax liability, net‬ ‭—‬ ‭989‬
‭Other liabilities‬ ‭7,472‬ ‭8,806‬

‭Total liabilities‬ ‭4,076,327‬ ‭4,103,553‬

‭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;‬

‭2,162,400 shares issued and outstanding at‬
‭December 31, 2023 and 2,180,250 shares issued and‬
‭outstanding at June 30, 2024‬ ‭2,162‬ ‭2,180‬

‭Additional paid-in capital‬ ‭14,150‬ ‭15,467‬
‭Undivided profits‬ ‭391,308‬ ‭399,531‬

‭Total stockholders' equity‬ ‭407,620‬ ‭417,178‬
‭Total liabilities and stockholders' equity‬ ‭$‬ ‭4,483,947‬ ‭$‬ ‭4,520,731‬

‭The accompanying notes are an integral part of these unaudited consolidated financial statements.‬
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‭Item 1 – Financial Statements (continued)‬

‭HINGHAM INSTITUTION FOR SAVINGS AND SUBSIDIARIES‬
‭Consolidated Statements of Net Income and Comprehensive Income‬

‭Three Months Ended‬ ‭Six Months Ended‬
‭June 30,‬ ‭June 30,‬

‭2023‬ ‭2024‬ ‭2023‬ ‭2024‬

‭(Unaudited)‬ ‭(In Thousands, except per share amounts)‬
‭Interest and dividend income:‬

‭Loans‬ ‭$‬ ‭37,806‬ ‭$‬ ‭44,665‬ ‭$‬ ‭74,222‬ ‭$‬ ‭87,785‬
‭Debt securities‬ ‭33‬ ‭87‬ ‭66‬ ‭132‬
‭Equity securities‬ ‭1,044‬ ‭1,551‬ ‭1,947‬ ‭3,001‬
‭Federal Reserve and other short-term investments‬ ‭3,106‬ ‭2,745‬ ‭6,480‬ ‭5,572‬

‭Total interest and dividend income‬ ‭41,989‬ ‭49,048‬ ‭82,715‬ ‭96,490‬
‭Interest expense:‬

‭Deposits‬ ‭16,808‬ ‭22,141‬ ‭30,608‬ ‭43,287‬
‭Federal Home Loan Bank advances‬ ‭12,151‬ ‭16,539‬ ‭24,166‬ ‭33,751‬

‭Total interest expense‬ ‭28,959‬ ‭38,680‬ ‭54,774‬ ‭77,038‬
‭Net interest income‬ ‭13,030‬ ‭10,368‬ ‭27,941‬ ‭19,452‬

‭Provision for credit losses‬ ‭450‬ ‭180‬ ‭606‬ ‭288‬
‭Net interest income, after provision for credit losses‬ ‭12,580‬ ‭10,188‬ ‭27,335‬ ‭19,164‬

‭Other income:‬
‭Customer service fees on deposits‬ ‭141‬ ‭138‬ ‭279‬ ‭275‬
‭Increase in cash surrender value of bank-owned life‬

‭insurance‬ ‭83‬ ‭82‬ ‭166‬ ‭163‬
‭Gain on equity securities, net‬ ‭5,390‬ ‭2,464‬ ‭8,938‬ ‭8,434‬
‭Miscellaneous‬ ‭54‬ ‭49‬ ‭117‬ ‭104‬

‭Total other income‬ ‭5,668‬ ‭2,733‬ ‭9,500‬ ‭8,976‬
‭Operating expenses:‬

‭Salaries and employee benefits‬ ‭4,185‬ ‭4,234‬ ‭8,491‬ ‭8,531‬
‭Occupancy and equipment‬ ‭380‬ ‭394‬ ‭771‬ ‭825‬
‭Data processing‬ ‭746‬ ‭738‬ ‭1,399‬ ‭1,493‬
‭Deposit insurance‬ ‭590‬ ‭819‬ ‭1,240‬ ‭1,629‬
‭Marketing‬ ‭277‬ ‭187‬ ‭489‬ ‭276‬
‭Foreclosure and related‬ ‭26‬ ‭14‬ ‭(48)‬ ‭46‬
‭Other general and administrative‬ ‭1,120‬ ‭908‬ ‭1,964‬ ‭1,721‬

‭Total operating expenses‬ ‭7,324‬ ‭7,294‬ ‭14,306‬ ‭14,521‬
‭Income before income taxes‬ ‭10,924‬ ‭5,627‬ ‭22,529‬ ‭13,619‬
‭Income tax provision‬ ‭2,676‬ ‭1,525‬ ‭5,770‬ ‭2,649‬

‭Net income and comprehensive income‬ ‭$‬ ‭8,248‬ ‭$‬ ‭4,102‬ ‭$‬ ‭16,759‬ ‭$‬ ‭10,970‬

‭Weighted average common shares outstanding:‬
‭Basic‬ ‭2,149‬ ‭2,180‬ ‭2,148‬ ‭2,175‬
‭Diluted‬ ‭2,191‬ ‭2,186‬ ‭2,196‬ ‭2,189‬

‭Earnings per share:‬
‭Basic‬ ‭$‬ ‭3.84‬ ‭$‬ ‭1.88‬ ‭$‬ ‭7.80‬ ‭$‬ ‭5.04‬
‭Diluted‬ ‭$‬ ‭3.76‬ ‭$‬ ‭1.88‬ ‭$‬ ‭7.63‬ ‭$‬ ‭5.01‬

‭The accompanying notes are an integral part of these unaudited consolidated financial statements.‬
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‭Item 1 – Financial Statements (continued)‬

‭HINGHAM INSTITUTION FOR SAVINGS AND SUBSIDIARIES‬
‭Consolidated Statements of Changes in Stockholders' Equity‬

‭For the Six Months Ended‬
‭June 30, 2023 and 2024‬

‭Additional‬ ‭Total‬
‭Common‬ ‭Paid-In‬ ‭Undivided‬ ‭Stockholders'‬

‭Stock‬ ‭Capital‬ ‭Profits‬ ‭Equity‬

‭(In Thousands)‬
‭(Unaudited)‬

‭Balance at December 31, 2022‬ ‭$‬ ‭2,147‬ ‭$‬ ‭13,061‬ ‭$‬ ‭370,758‬ ‭$‬ ‭385,966‬
‭Comprehensive income‬ ‭—‬ ‭—‬ ‭16,759‬ ‭16,759‬
‭Cumulative effect of accounting changes (Note 1)‬ ‭—‬ ‭—‬ ‭(392)‬ ‭(392)‬
‭Share-based compensation expense‬ ‭—‬ ‭17‬ ‭—‬ ‭17‬
‭Stock options exercised‬ ‭3‬ ‭210‬ ‭—‬ ‭213‬
‭Cash dividends declared – common‬

‭($1.26 per share)‬ ‭$‬ ‭—‬ ‭—‬ ‭(2,710)‬ ‭(2,710)‬
‭Balance at June 30, 2023‬ ‭2,150‬ ‭$‬ ‭13,288‬ ‭$‬ ‭384,415‬ ‭$‬ ‭399,853‬

‭Balance at December 31, 2023‬ ‭$‬ ‭2,162‬ ‭$‬ ‭14,150‬ ‭$‬ ‭391,308‬ ‭$‬ ‭407,620‬
‭Comprehensive income‬ ‭—‬ ‭—‬ ‭10,970‬ ‭10,970‬
‭Share-based compensation expense‬ ‭—‬ ‭69‬ ‭—‬ ‭69‬
‭Stock options exercised‬ ‭18‬ ‭1,248‬ ‭—‬ ‭1,266‬
‭Cash dividends declared – common‬

‭($1.26 per share)‬ ‭—‬ ‭—‬ ‭(2,747)‬ ‭(2,747)‬
‭Balance at June 30, 2024‬ ‭$‬ ‭2,180‬ ‭$‬ ‭15,467‬ ‭$‬ ‭399,531‬ ‭$‬ ‭417,178‬

‭The accompanying notes are an integral part of these unaudited consolidated financial statements.‬
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‭Item 1 – Financial Statements (continued)‬

‭HINGHAM INSTITUTION FOR SAVINGS AND SUBSIDIARIES‬
‭Consolidated Statements of Changes in Stockholders' Equity‬

‭For the Three Months Ended‬
‭June 30, 2023 and 2024‬

‭Additional‬ ‭Total‬
‭Common‬ ‭Paid-In‬ ‭Undivided‬ ‭Stockholders'‬

‭Stock‬ ‭Capital‬ ‭Profits‬ ‭Equity‬

‭(In Thousands)‬
‭(Unaudited)‬

‭Balance at March 31, 2023‬ ‭$‬ ‭2,147‬ ‭$‬ ‭13,068‬ ‭$‬ ‭377,523‬ ‭$‬ ‭392,738‬
‭Comprehensive income‬ ‭—‬ ‭—‬ ‭8,248‬ ‭8,248‬
‭Share-based compensation expense‬ ‭—‬ ‭10‬ ‭—‬ ‭10‬
‭Stock options exercised‬ ‭3‬ ‭210‬ ‭—‬ ‭213‬
‭Cash dividends declared – common‬

‭($0.63 per share)‬ ‭—‬ ‭—‬ ‭(1,356)‬ ‭(1,356)‬
‭Balance at June 30, 2023‬ ‭$‬ ‭2,150‬ ‭$‬ ‭13,288‬ ‭$‬ ‭384,415‬ ‭$‬ ‭399,853‬

‭ ‬

‭Balance at March 31, 2024‬ ‭$‬ ‭2,180‬ ‭$‬ ‭15,416‬ ‭$‬ ‭396,802‬ ‭$‬ ‭414,398‬
‭Comprehensive income‬ ‭—‬ ‭—‬ ‭4,102‬ ‭4,102‬
‭Share-based compensation expense‬ ‭—‬ ‭51‬ ‭—‬ ‭51‬
‭Stock options exercised‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬
‭Cash dividends declared – common‬

‭($0.63 per share)‬ ‭—‬ ‭—‬ ‭(1,373)‬ ‭(1,373)‬
‭Balance at June 30, 2024‬ ‭$‬ ‭2,180‬ ‭$‬ ‭15,467‬ ‭$‬ ‭399,531‬ ‭$‬ ‭417,178‬

‭The accompanying notes are an integral part of these unaudited consolidated financial statements.‬
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‭Item 1 – Financial Statements (continued)‬

‭HINGHAM INSTITUTION FOR SAVINGS AND SUBSIDIARIES‬
‭Consolidated Statements of Cash Flows‬

‭Six Months Ended‬
‭June 30,‬

‭2023‬ ‭2024‬

‭(Unaudited)‬ ‭(In Thousands)‬

‭Cash flows from operating activities:‬
‭Net income‬ ‭$‬ ‭16,759‬ ‭$‬ ‭10,970‬
‭Adjustments to reconcile net income to net cash provided by operating activities:‬

‭Provision for credit losses‬ ‭606‬ ‭288‬
‭Amortization of deferred loan origination (fees) costs, net‬ ‭146‬ ‭(42)‬
‭Share-based compensation expense‬ ‭17‬ ‭69‬
‭Deferred income tax expense‬ ‭1,978‬ ‭1,963‬
‭Depreciation and amortization of premises and equipment‬ ‭303‬ ‭381‬
‭Increase in cash surrender value of bank-owned life insurance‬ ‭(166)‬ ‭(163)‬
‭Gain on equity securities, net‬ ‭(8,938)‬ ‭(8,434)‬
‭Gain on sale of foreclosed assets‬ ‭(85)‬ ‭—‬
‭Changes in operating assets and liabilities:‬

‭Accrued interest receivable and other assets‬ ‭(3,154)‬ ‭300‬
‭Accrued interest payable and other liabilities‬ ‭1,055‬ ‭1,304‬

‭Net cash provided by operating activities‬ ‭8,521‬ ‭6,636‬

‭Cash flows from investing activities:‬
‭Activity in equity securities:‬

‭Purchases‬ ‭—‬ ‭(2,993)‬
‭Activity in held to maturity securities:‬

‭Purchases‬ ‭(1,839)‬ ‭(4,346)‬
‭Purchase of Federal Home Loan Bank stock‬ ‭(48,626)‬ ‭(19,421)‬
‭Proceeds from redemption of Federal Home Loan Bank stock‬ ‭40,335‬ ‭38,383‬
‭Loans originated, net of payments received‬ ‭(105,377)‬ ‭(34,998)‬
‭Additions to premises and equipment‬ ‭375‬ ‭(49)‬
‭Proceeds from sale of foreclosed assets‬ ‭(827)‬ ‭—‬
‭Net cash used in investing activities‬ ‭(115,959)‬ ‭(23,424)‬

‭(continued)‬

‭The accompanying notes are an integral part of these unaudited consolidated financial statements.‬
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‭Item 1 – Financial Statements (continued)‬

‭HINGHAM INSTITUTION FOR SAVINGS AND SUBSIDIARIES‬
‭Consolidated Statements of Cash Flows (concluded)‬

‭Six Months Ended‬
‭June 30,‬

‭2023‬ ‭2024‬

‭(Unaudited)‬ ‭(In Thousands)‬

‭Cash flows from financing activities:‬
‭Increase (decrease) in deposits‬ ‭(91,544‬‭)‬ ‭68,287‬
‭Increase in mortgagors’ escrow accounts‬ ‭925‬ ‭635‬
‭Cash dividends paid on common stock‬ ‭(4,105)‬ ‭(2,736)‬
‭Proceeds from stock options exercised‬ ‭213‬ ‭1,266‬
‭Net change in Federal Home Loan Bank advances with maturities of three‬

‭months or less‬ ‭(556,000)‬ ‭(73,000)‬
‭Proceeds from Federal Home Loan Bank advances with maturities‬

‭of more than three months‬ ‭785,000‬ ‭1,183,000‬
‭Repayment of Federal Home Loan Bank advances with maturities‬

‭of more than three months‬ ‭(35,000)‬ ‭(1,154,000)‬
‭Net cash provided by financing activities‬ ‭99,489‬ ‭23,452‬

‭Net change in cash and cash equivalents‬ ‭(7,949)‬ ‭6,664‬

‭Cash and cash equivalents at beginning of period‬ ‭362,033‬ ‭362,477‬

‭Cash and cash equivalents at end of period‬ ‭$‬ ‭354,084‬ ‭$‬ ‭369,141‬

‭Supplementary information:‬
‭Interest paid on deposit accounts‬ ‭$‬ ‭29,506‬ ‭$‬ ‭42,944‬
‭Interest paid on Federal Home Loan Bank advances and mortgage payable‬ ‭23,440‬ ‭34,113‬
‭Income taxes paid‬ ‭3,213‬ ‭1,300‬

‭Non-cash activities:‬
‭Real estate acquired through foreclosure‬ ‭$‬ ‭290‬ ‭$‬ ‭—‬

‭The accompanying notes are an integral part of these unaudited consolidated financial statements.‬

‭8‬



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

‭June 30, 2023 and 2024‬

‭NOTE 1:  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES‬

‭The‬‭consolidated‬‭interim‬‭financial‬‭statements‬‭of‬‭Hingham‬‭Institution‬‭for‬‭Savings‬‭(the‬‭“Bank”)‬‭have‬‭been‬ ‭prepared‬‭in‬‭accordance‬
‭with‬ ‭accounting‬ ‭principles‬ ‭generally‬ ‭accepted‬ ‭in‬ ‭the‬‭United‬‭States‬‭of‬‭America‬‭(“U.S.‬‭GAAP”)‬‭for‬‭interim‬‭financial‬‭statements‬‭and‬
‭with‬‭the‬‭instructions‬‭to‬‭Securities‬‭and‬‭Exchange‬‭Commission‬‭Form‬‭10-Q‬‭and‬‭Article‬‭10‬‭of‬‭Regulation‬‭S-X.‬ ‭Accordingly,‬‭they‬‭do‬‭not‬
‭include all of the information and footnotes required by U.S. GAAP for complete financial statements.‬

‭Financial‬‭information‬‭as‬‭of‬‭June‬‭30,‬‭2024,‬‭and‬‭for‬‭the‬‭three‬‭and‬‭six‬‭months‬‭ended‬‭June‬‭30,‬‭2023‬‭and‬‭2024,‬‭is‬‭unaudited‬‭and,‬‭in‬
‭the‬‭opinion‬‭of‬‭management,‬‭reflects‬‭all‬‭adjustments‬‭necessary‬‭for‬‭a‬‭fair‬‭presentation‬‭of‬‭such‬‭information.‬ ‭Such‬‭adjustments‬‭were‬‭of‬‭a‬
‭normal‬ ‭recurring‬ ‭nature.‬ ‭Interim‬ ‭results‬ ‭are‬ ‭not‬ ‭necessarily‬ ‭indicative‬‭of‬‭results‬‭to‬‭be‬‭expected‬‭for‬‭the‬‭entire‬‭year.‬ ‭The‬‭unaudited‬
‭interim‬‭consolidated‬‭financial‬‭statements‬‭should‬‭be‬‭read‬‭in‬‭conjunction‬‭with‬‭the‬‭audited‬‭consolidated‬‭financial‬‭statements‬‭of‬‭the‬‭Bank‬
‭for the year ended December 31, 2023 filed on Form 10-K.‬

‭Effective‬ ‭January‬ ‭1,‬ ‭2023,‬ ‭the‬ ‭Bank‬ ‭adopted‬ ‭Financial‬ ‭Accounting‬ ‭Standards‬ ‭Board‬ ‭(“FASB”)‬ ‭Accounting‬ ‭Standards‬ ‭Update‬
‭(“ASU”)‬ ‭2016-13‬ ‭“Financial‬ ‭Instruments‬ ‭–‬ ‭Credit‬ ‭Losses‬ ‭(Topic‬ ‭326):‬ ‭Measurement‬ ‭of‬ ‭Credit‬ ‭Losses‬ ‭on‬‭Financial‬‭Instruments.‬‭”‬
‭(“ASC‬ ‭326”)‬ ‭This‬‭new‬‭guidance,‬‭also‬‭referred‬‭to‬‭as‬ ‭the‬‭current‬‭expected‬‭credit‬‭loss‬‭(“CECL”)‬‭method,‬‭replaced‬‭the‬‭incurred‬‭loss‬
‭method‬ ‭that‬ ‭was‬ ‭utilized‬ ‭in‬ ‭estimating‬ ‭the‬ ‭Bank’s‬‭allowance‬‭for‬‭loan‬‭losses‬‭(“ALL”)‬‭as‬‭of‬‭December‬‭31,‬‭2022.‬ ‭Under‬‭CECL,‬‭the‬
‭Bank‬‭is‬‭required‬‭to‬‭estimate‬‭credit‬‭losses‬‭expected‬‭to‬‭occur‬‭over‬‭the‬‭life‬‭of‬‭the‬‭financial‬‭instrument‬‭and‬‭to‬‭recognize‬‭those‬‭estimated‬
‭losses at the time of loan origination.‬

‭The‬‭Bank‬‭adopted‬‭ASU‬‭2016-13‬‭using‬‭the‬‭modified‬‭retrospective‬‭method;‬‭therefore,‬‭results‬‭for‬‭reporting‬‭periods‬‭beginning‬‭on‬‭or‬
‭after‬‭January‬‭1,‬‭2023‬‭are‬‭presented‬‭in‬‭accordance‬‭with‬‭this‬‭new‬‭guidance‬‭while‬‭prior‬‭period‬‭results‬‭are‬‭reported‬‭in‬‭accordance‬‭with‬‭the‬
‭previously‬ ‭applicable‬ ‭U.S.‬ ‭GAAP.‬ ‭The‬ ‭Bank‬ ‭adopted‬ ‭ASU‬ ‭2016-13‬ ‭on‬ ‭January‬ ‭1,‬ ‭2023‬ ‭and‬‭recorded‬‭a‬‭$545,000‬‭increase‬‭in‬‭the‬
‭Bank’s‬‭ALL‬‭for‬‭outstanding‬‭loans‬‭and‬‭no‬‭change‬‭in‬‭the‬‭reserve‬‭for‬‭losses‬‭on‬‭unfunded‬‭loan‬‭commitments,‬‭resulting‬‭in‬‭a‬‭total‬‭increase‬
‭in‬‭the‬‭Bank’s‬‭allowance‬‭for‬‭credit‬‭losses‬‭(“ACL”)‬‭of‬‭$545,000.‬ ‭The‬‭transition‬‭adjustment,‬‭net‬‭of‬‭related‬‭tax‬‭effects,‬‭was‬‭recorded‬‭as‬‭a‬
‭cumulative effect from the change in accounting principle and reduced the Bank’s retained earnings by $392,000.‬

‭The following table shows the impact of adopting ASU 2016-13.‬

‭January 1, 2023‬
‭As Reported Under‬

‭ASU 2016-13‬
‭Pre-adoption of‬

‭ASU 2016-13‬
‭Impact of‬
‭Adoption‬

‭(In Thousands)‬
‭Allowance for credit losses‬ ‭$‬ ‭25,534‬ ‭$‬ ‭24,989‬ ‭$‬ ‭545‬
‭Reserve for losses on unfunded loan commitments‬ ‭—‬ ‭—‬ ‭—‬
‭Deferred tax asset‬ ‭4,061‬ ‭3,908‬ ‭153‬
‭Retained earnings‬ ‭370,366‬ ‭370,758‬ ‭(392)‬

‭The‬‭amounts‬‭presented‬‭for‬‭the‬‭ACL‬‭in‬‭the‬‭table‬‭above‬‭reflect‬‭changes‬‭associated‬‭to‬‭the‬‭Bank’s‬‭loan‬‭portfolio‬‭as‬‭of‬‭adoption‬‭date.‬
‭The‬ ‭Bank‬ ‭also‬ ‭held‬ ‭$3.5‬ ‭million‬ ‭in‬ ‭held-to-maturity‬ ‭debt‬ ‭securities‬ ‭as‬ ‭of‬ ‭the‬ ‭adoption‬ ‭date‬ ‭which,‬ ‭based‬ ‭upon‬ ‭management’s‬
‭evaluation, did not require an ACL.  The Bank did not hold any securities available-for-sale as of the adoption date.‬

‭Management‬‭also‬‭evaluated‬‭the‬‭Bank’s‬‭unfunded‬‭commitments,‬‭which‬‭at‬‭the‬‭adoption‬‭date,‬‭included‬‭primarily‬‭construction‬‭loans‬
‭and‬‭commercial‬‭real‬‭estate‬‭lines‬‭of‬‭credit,‬‭and‬‭determined,‬‭based‬‭upon‬‭an‬‭evaluation‬‭of‬‭probability‬‭of‬‭funding‬‭and‬‭risk‬‭of‬‭loss,‬‭that‬‭the‬
‭required reserve was not material.‬

‭Earnings per common share‬
‭Basic‬‭earnings‬‭per‬‭share‬‭represent‬‭income‬‭available‬‭to‬‭common‬‭stockholders‬‭divided‬‭by‬‭the‬‭weighted-average‬‭number‬‭of‬‭shares‬

‭outstanding‬ ‭during‬ ‭the‬ ‭period.‬ ‭Diluted‬ ‭earnings‬ ‭per‬ ‭share‬ ‭reflect‬ ‭additional‬ ‭shares‬ ‭that‬ ‭would‬ ‭have‬ ‭been‬ ‭outstanding‬ ‭if‬ ‭dilutive‬
‭potential‬‭shares‬‭had‬‭been‬‭issued,‬‭as‬‭well‬‭as‬‭any‬‭adjustment‬‭to‬‭income‬‭that‬‭would‬‭result‬‭from‬‭the‬‭assumed‬‭issuance.‬ ‭Potential‬‭shares‬
‭that‬‭may‬‭be‬‭issued‬‭by‬‭the‬‭Bank‬‭relate‬‭solely‬‭to‬‭outstanding‬‭stock‬‭options‬‭and‬‭are‬‭determined‬‭using‬‭the‬‭treasury‬‭stock‬‭method.‬ ‭The‬
‭amount‬‭of‬‭excess‬‭tax‬‭benefit‬‭that‬‭would‬‭be‬‭credited‬‭to‬‭additional‬‭paid-in‬‭capital‬‭assuming‬‭exercise‬‭of‬‭the‬‭options‬‭is‬‭not‬‭considered‬‭in‬
‭the proceeds when applying the treasury stock method.‬
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‭Notes to Unaudited Consolidated Financial Statements (continued)‬

‭Earnings per common share have been computed based on the following:‬

‭Three Months Ended‬
‭June 30,‬

‭Six Months Ended‬
‭June 30,‬

‭2023‬ ‭2024‬ ‭2023‬ ‭2024‬
‭(In Thousands)‬

‭Average number of shares outstanding used to calculate basic earnings‬
‭per share‬ ‭2,149‬ ‭2,180‬ ‭2,148‬ ‭2,175‬

‭Effect of dilutive options‬ ‭42‬ ‭6‬ ‭48‬ ‭14‬
‭Average number of shares outstanding used to calculate diluted earnings‬

‭per share‬ ‭2,191‬ ‭2,186‬ ‭2,196‬ ‭2,189‬

‭There‬ ‭were‬ ‭1,000‬ ‭antidilutive‬ ‭options‬ ‭for‬ ‭the‬ ‭three‬ ‭and‬ ‭six‬ ‭months‬ ‭ended‬ ‭June‬ ‭30,‬ ‭2023,‬ ‭as‬ ‭compared‬ ‭to‬ ‭16,000‬ ‭antidilutive‬
‭options for the three and six months ended June 30, 2024.‬

‭Fair value hierarchy‬
‭The‬ ‭Bank‬ ‭groups‬ ‭its‬ ‭assets‬ ‭measured‬ ‭at‬ ‭fair‬ ‭value‬ ‭in‬ ‭three‬‭levels,‬‭based‬‭on‬‭the‬‭markets‬‭in‬‭which‬‭the‬‭assets‬‭are‬‭traded‬‭and‬‭the‬

‭reliability of the assumptions used to determine fair value, as follows:‬

‭Level‬ ‭1‬ ‭–‬ ‭Valuation‬ ‭is‬ ‭based‬‭on‬‭quoted‬‭prices‬‭in‬‭active‬‭markets‬‭for‬‭identical‬‭assets.‬ ‭Level‬‭1‬‭assets‬‭generally‬‭include‬‭debt‬‭and‬
‭equity‬ ‭securities‬ ‭that‬ ‭are‬ ‭traded‬ ‭in‬ ‭an‬ ‭active‬ ‭exchange‬ ‭market.‬ ‭Valuations‬ ‭are‬ ‭obtained‬ ‭from‬ ‭readily‬ ‭available‬‭pricing‬‭sources‬‭for‬
‭market transactions involving identical assets.‬

‭Level‬‭2‬ ‭–‬‭Valuation‬‭is‬‭based‬‭on‬‭observable‬‭inputs‬‭other‬‭than‬‭Level‬‭1‬‭prices,‬‭such‬‭as‬‭quoted‬‭prices‬‭for‬‭similar‬‭assets;‬‭quoted‬‭prices‬
‭in‬‭markets‬‭that‬‭are‬‭not‬‭active;‬‭or‬‭other‬‭inputs‬‭that‬‭are‬‭observable‬‭or‬‭can‬‭be‬‭corroborated‬‭by‬‭observable‬‭market‬‭data‬‭for‬‭substantially‬‭the‬
‭full term of the assets.‬

‭Level‬‭3‬‭–‬‭Valuation‬‭is‬‭based‬‭on‬‭unobservable‬‭inputs‬‭that‬‭are‬‭supported‬‭by‬‭little‬‭or‬‭no‬‭market‬‭activity‬‭and‬‭that‬‭are‬‭significant‬‭to‬‭the‬
‭fair‬ ‭value‬ ‭of‬ ‭the‬ ‭assets.‬ ‭Level‬ ‭3‬ ‭assets‬ ‭include‬ ‭those‬ ‭whose‬ ‭value‬ ‭is‬ ‭determined‬ ‭using‬ ‭unobservable‬ ‭inputs‬ ‭to‬ ‭pricing‬ ‭models,‬
‭discounted‬ ‭cash‬ ‭flow‬ ‭methodologies,‬ ‭or‬ ‭similar‬ ‭techniques,‬ ‭as‬ ‭well‬ ‭as‬ ‭assets‬ ‭for‬ ‭which‬ ‭the‬ ‭determination‬ ‭of‬ ‭fair‬ ‭value‬ ‭requires‬
‭significant management judgment or estimation.‬

‭Loans‬
‭The‬ ‭Bank’s‬ ‭loan‬ ‭portfolio‬ ‭includes‬ ‭residential‬ ‭real‬ ‭estate,‬ ‭commercial‬ ‭real‬ ‭estate,‬ ‭construction,‬ ‭home‬ ‭equity,‬ ‭commercial‬ ‭and‬

‭consumer‬‭segments.‬ ‭A‬‭substantial‬‭portion‬‭of‬‭the‬‭loan‬‭portfolio‬‭is‬‭secured‬‭by‬‭real‬‭estate‬‭in‬‭the‬‭eastern‬‭Massachusetts‬‭area.‬ ‭The‬‭Bank‬
‭also‬‭lends‬‭to‬‭commercial‬‭real‬‭estate‬‭borrowers‬‭in‬‭the‬‭greater‬‭Washington,‬‭D.C.‬‭metropolitan‬‭area‬‭(“WMA”)‬‭and‬‭in‬‭the‬‭San‬‭Francisco‬
‭Bay‬‭Area‬‭(“SFBA”).‬ ‭The‬‭ability‬‭of‬‭the‬‭Bank's‬‭debtors‬‭to‬‭honor‬‭their‬‭contracts‬‭is‬‭dependent‬‭upon‬‭real‬‭estate,‬‭construction,‬‭and‬‭general‬
‭economic conditions in these markets.‬

‭Loans‬‭that‬‭management‬‭has‬‭the‬‭intent‬‭and‬‭ability‬‭to‬‭hold‬‭for‬‭the‬‭foreseeable‬‭future‬‭or‬‭until‬‭maturity‬‭or‬‭pay-off‬‭are‬‭reported‬‭at‬‭the‬
‭amount‬‭of‬‭their‬‭outstanding‬‭principal,‬‭including‬‭deferred‬‭loan‬‭origination‬‭fees‬‭and‬‭costs,‬‭reduced‬‭by‬‭unearned‬‭discounts,‬‭and‬‭the‬‭ACL.‬
‭Interest‬‭income‬‭is‬‭accrued‬‭on‬‭the‬‭unpaid‬‭principal‬‭balance.‬ ‭Loan‬‭origination‬‭fees,‬‭net‬‭of‬‭certain‬‭direct‬‭origination‬‭costs,‬‭are‬‭deferred‬
‭and recognized as an adjustment of the related loan yield using the interest method.‬

‭Accrued‬‭interest‬‭is‬‭presented‬‭separately‬‭in‬‭the‬‭Consolidated‬‭Balance‬‭Sheets.‬ ‭The‬‭accrual‬‭of‬‭interest‬‭on‬‭mortgage‬‭and‬‭commercial‬
‭loans‬‭is‬‭discontinued‬‭at‬‭the‬‭time‬‭a‬‭loan‬‭is‬‭90‬‭days‬‭past‬‭due‬‭(the‬‭loan‬‭is‬‭in‬‭default)‬‭unless‬‭the‬‭credit‬‭is‬‭well-secured‬‭and‬‭in‬‭the‬‭process‬‭of‬
‭collection.‬ ‭Personal‬‭loans‬‭are‬‭typically‬‭charged‬‭off‬‭no‬‭later‬‭than‬‭becoming‬‭180‬‭days‬‭past‬‭due.‬ ‭Past‬‭due‬‭status‬‭is‬‭based‬‭on‬‭contractual‬
‭terms‬‭of‬‭the‬‭loan.‬ ‭In‬‭all‬‭cases,‬‭loans‬‭are‬‭placed‬‭on‬‭non-accrual‬‭or‬‭charged‬‭off‬‭at‬‭an‬‭earlier‬‭date‬‭if‬‭collection‬‭of‬‭principal‬‭or‬‭interest‬‭is‬
‭considered doubtful.‬

‭All‬‭interest‬‭accrued‬‭but‬‭not‬‭collected‬‭for‬‭loans‬‭that‬‭are‬‭placed‬‭on‬‭non-accrual‬‭or‬‭charged‬‭off‬‭is‬‭reversed‬‭against‬‭interest‬‭income.‬
‭The‬ ‭interest‬ ‭on‬ ‭these‬ ‭loans‬ ‭is‬‭accounted‬‭for‬‭on‬‭the‬‭cash-basis‬‭or‬‭cost-recovery‬‭method,‬‭until‬‭qualifying‬‭for‬‭return‬‭to‬‭accrual‬‭status.‬
‭Loans‬ ‭are‬ ‭returned‬ ‭to‬ ‭accrual‬ ‭status‬ ‭when‬ ‭all‬ ‭the‬ ‭principal‬ ‭and‬ ‭interest‬ ‭amounts‬ ‭contractually‬ ‭due‬ ‭are‬ ‭brought‬ ‭current‬ ‭and‬ ‭future‬
‭payments are reasonably assured.‬

‭Allowance for credit losses‬
‭The‬‭Bank’s‬‭ACL‬‭is‬‭established‬‭through‬‭a‬‭provision‬‭for‬‭credit‬‭losses‬‭charged‬‭against‬‭income.‬ ‭All,‬‭or‬‭portions‬‭of,‬‭loans‬‭deemed‬‭to‬

‭be‬ ‭uncollectible‬ ‭are‬ ‭charged‬ ‭against‬ ‭the‬ ‭ACL‬ ‭when‬ ‭the‬ ‭Bank‬ ‭believes‬ ‭that‬ ‭collectability‬ ‭of‬ ‭all,‬ ‭or‬ ‭some‬ ‭portion‬ ‭of,‬ ‭outstanding‬
‭principal is unlikely.  Subsequent recoveries, if any, of loans previously charged off are credited to the ACL when collected.‬
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‭Notes to Unaudited Consolidated Financial Statements (continued)‬

‭Losses‬‭on‬‭loan‬‭receivables‬‭are‬‭estimated‬‭and‬‭recognized‬‭upon‬‭origination‬‭of‬‭the‬‭loan,‬‭based‬‭on‬‭expected‬‭credit‬‭losses‬‭for‬‭the‬‭life‬
‭of‬‭the‬‭loan‬‭balance‬‭as‬‭of‬‭the‬‭period‬‭end‬‭date.‬ ‭The‬‭ACL‬‭is‬‭evaluated‬‭quarterly‬‭by‬‭management‬‭and‬‭is‬‭maintained‬‭at‬‭a‬‭level‬‭the‬‭Bank‬
‭believes‬ ‭will‬ ‭be‬ ‭adequate‬ ‭to‬ ‭absorb‬ ‭expected‬ ‭credit‬ ‭losses‬ ‭in‬ ‭future‬ ‭periods‬ ‭associated‬ ‭with‬ ‭its‬ ‭loan‬ ‭portfolio‬ ‭and‬ ‭unfunded‬ ‭loan‬
‭commitments‬ ‭as‬ ‭of‬ ‭the‬ ‭period‬ ‭end‬ ‭date.‬ ‭This‬ ‭evaluation‬ ‭is‬ ‭inherently‬ ‭subjective‬ ‭as‬ ‭it‬ ‭requires‬ ‭estimates‬ ‭that‬ ‭are‬ ‭susceptible‬ ‭to‬
‭significant‬‭revision‬‭as‬‭more‬‭information‬‭becomes‬‭available.‬ ‭The‬‭Bank’s‬‭CECL‬‭methodology‬‭consists‬‭of‬‭quantitative‬‭and‬‭qualitative‬
‭components,‬‭as‬‭described‬‭below.‬ ‭This‬‭methodology‬‭applies‬‭to‬‭the‬‭Bank’s‬‭real‬‭estate‬‭loan‬‭portfolio,‬‭which‬‭at‬‭June‬‭30,‬‭2024,‬‭comprised‬
‭virtually‬ ‭100%‬ ‭of‬ ‭the‬ ‭Bank’s‬ ‭loan‬ ‭portfolio.‬ ‭Consumer‬ ‭and‬ ‭commercial‬ ‭loans‬ ‭that‬ ‭are‬ ‭not‬ ‭secured‬ ‭by‬ ‭real‬ ‭estate‬ ‭are‬ ‭evaluated‬
‭qualitatively.‬

‭For‬ ‭the‬ ‭quantitative‬ ‭component,‬ ‭the‬ ‭Bank‬ ‭uses‬ ‭an‬ ‭undiscounted‬ ‭cash‬ ‭flow‬ ‭probability-of-default‬ ‭(“PD”)‬ ‭/‬ ‭loss-given-default‬
‭(“LGD”)‬ ‭method,‬ ‭forecasted‬ ‭based‬ ‭on‬ ‭statistically‬ ‭derived‬ ‭economic‬ ‭variable‬ ‭loss‬ ‭drivers‬ ‭and‬ ‭using‬ ‭a‬ ‭single‬ ‭forward-looking‬
‭macroeconomic‬‭forecast‬‭(national‬‭unemployment‬‭rate).‬ ‭Given‬‭the‬‭minimal‬‭level‬‭of‬‭loan‬‭losses‬‭experienced‬‭by‬‭the‬‭Bank‬‭over‬‭recent‬
‭decades,‬‭the‬‭Bank‬‭uses‬‭statistical‬‭data‬‭derived‬‭from‬‭a‬‭large‬‭group‬‭of‬‭community‬‭banks’‬‭loss‬‭experience‬‭(“Index”),‬‭which‬‭incorporates‬
‭a‬‭combination‬‭of‬‭recessionary‬‭and‬‭non-recessionary‬‭performance‬‭periods‬‭for‬‭which‬‭data‬‭is‬‭available.‬ ‭This‬‭process‬‭includes‬‭estimates‬
‭which‬ ‭involve‬ ‭projecting‬‭loan‬‭prepayments,‬‭PD‬‭and‬‭LGD‬‭throughout‬‭the‬‭life‬‭of‬‭the‬‭loan.‬ ‭The‬‭PD‬‭component‬‭is‬‭driven‬‭by‬‭the‬‭Call‬
‭Report‬ ‭code‬ ‭and‬ ‭risk‬ ‭rating‬‭of‬‭the‬‭loan‬‭(Pass,‬‭Watch,‬‭Special‬‭Mention‬‭or‬‭Substandard),‬‭while‬‭the‬‭LGD‬‭component‬‭is‬‭driven‬‭by‬‭the‬
‭Call‬‭Report‬‭code.‬‭The‬‭reasonable‬‭and‬‭supportable‬‭forecast‬‭period‬‭is‬‭determined‬‭based‬‭upon‬‭the‬‭reasonableness‬‭and‬‭level‬‭of‬‭national‬
‭unemployment‬ ‭rate‬ ‭forecast‬ ‭estimates.‬ ‭For‬ ‭periods‬ ‭beyond‬ ‭a‬ ‭reasonable‬ ‭and‬ ‭supportable‬ ‭forecast‬ ‭time‬ ‭frame,‬‭the‬‭Bank‬‭reverts‬‭to‬
‭historical‬‭information‬‭over‬‭a‬‭period‬‭for‬‭which‬‭comparable‬‭data‬‭is‬‭available.‬ ‭In‬‭determining‬‭the‬‭ACL,‬‭the‬‭Bank‬‭utilizes‬‭a‬‭reasonable‬
‭and‬ ‭supportable‬ ‭forecast‬ ‭period‬ ‭which,‬ ‭as‬ ‭of‬ ‭June‬ ‭30,‬ ‭2024,‬ ‭was‬ ‭two‬ ‭years‬‭followed‬‭by‬‭a‬‭one‬‭year‬‭mean‬‭reversion‬‭period.‬ ‭These‬
‭assumptions are reviewed periodically to determine whether they remain appropriate.‬

‭For‬‭the‬‭qualitative‬‭component,‬‭management‬‭performs‬‭an‬‭assessment‬‭beyond‬‭model‬‭estimates,‬‭and‬‭applies‬‭qualitative‬‭adjustments‬
‭as‬ ‭deemed‬ ‭necessary.‬ ‭The‬ ‭qualitative‬ ‭components‬ ‭of‬ ‭the‬ ‭ACL‬ ‭consider‬ ‭(i)‬ ‭the‬ ‭Bank’s‬ ‭idiosyncratic‬‭lending‬‭program‬‭attributes‬‭to‬
‭which‬ ‭management‬ ‭ascribe‬ ‭the‬ ‭Bank’s‬ ‭lower‬ ‭historical‬ ‭losses‬ ‭versus‬ ‭the‬ ‭Index‬ ‭and‬ ‭the‬ ‭industry‬ ‭during‬ ‭periods‬ ‭of‬ ‭stress,‬ ‭such‬ ‭as‬
‭sponsor/borrower‬‭quality,‬‭collateral‬‭valuation‬‭approach‬‭and‬‭loan-to-value,‬‭loan‬‭structure‬‭(contractual‬‭provisions,‬‭recourse‬‭to‬‭borrower)‬
‭and‬‭collection‬‭process,‬‭among‬‭others;‬‭(ii)‬‭the‬‭uncertainty‬‭of‬‭forward-looking‬‭scenarios;‬‭(iii)‬‭certain‬‭portfolio‬‭characteristics,‬‭such‬‭as‬
‭portfolio‬ ‭growth,‬ ‭concentrations‬ ‭of‬ ‭credit‬ ‭and‬ ‭delinquencies;‬ ‭(iv)‬ ‭national‬ ‭and‬ ‭local‬ ‭economic‬ ‭and‬ ‭industry‬ ‭conditions‬‭which‬‭may‬
‭affect borrowers’ ability to pay and/or real estate values and (v) model limitations; among others.‬

‭The‬ ‭Bank‬ ‭segments‬ ‭its‬ ‭loan‬ ‭receivable‬ ‭population‬ ‭into‬ ‭homogeneous‬ ‭pools‬ ‭of‬ ‭loans‬ ‭which‬ ‭share‬ ‭similar‬ ‭risk‬ ‭characteristics.‬
‭When‬ ‭a‬ ‭loan‬ ‭no‬ ‭longer‬ ‭meets‬ ‭the‬ ‭criteria‬ ‭of‬ ‭its‬ ‭initial‬ ‭pooling‬ ‭as‬ ‭a‬ ‭result‬ ‭of‬ ‭credit‬ ‭deterioration‬ ‭or‬ ‭other‬ ‭changes,‬ ‭the‬ ‭Bank‬ ‭may‬
‭evaluate‬‭the‬‭credit‬‭for‬‭estimated‬‭losses‬‭on‬‭an‬‭individual‬‭basis.‬ ‭For‬‭loans‬‭with‬‭real‬‭estate‬‭collateral,‬‭when‬‭management‬‭determines‬‭that‬
‭foreclosure‬ ‭is‬ ‭probable,‬ ‭expected‬ ‭credit‬‭losses‬‭are‬‭based‬‭on‬‭the‬‭fair‬‭value‬‭of‬‭the‬‭collateral‬‭at‬‭the‬‭reporting‬‭date,‬‭adjusted‬‭for‬‭selling‬
‭costs‬‭as‬‭appropriate.‬ ‭While‬‭an‬‭individual‬‭assessment‬‭and‬‭related‬‭ACL‬‭may‬‭be‬‭calculated‬‭for‬‭non-performing‬‭loans,‬‭no‬‭portion‬‭of‬‭the‬
‭Bank’s‬‭ACL‬‭is‬‭restricted‬‭to‬‭any‬‭individual‬‭loan‬‭or‬‭group‬‭of‬‭loans,‬‭and‬‭the‬‭entire‬‭ACL‬‭is‬‭available‬‭to‬‭absorb‬‭losses‬‭from‬‭any‬‭and‬‭all‬
‭loans, including unfunded loan commitments.‬

‭Residential‬ ‭real‬ ‭estate‬ ‭–‬ ‭The‬ ‭Bank‬ ‭generally‬ ‭does‬ ‭not‬ ‭originate‬ ‭loans‬ ‭with‬‭a‬‭loan-to-value‬‭ratio‬‭greater‬‭than‬‭80%‬‭(without‬‭private‬
‭mortgage‬ ‭insurance).‬ ‭All‬ ‭loans‬ ‭in‬ ‭this‬ ‭segment‬ ‭are‬ ‭collateralized‬ ‭by‬ ‭residential‬ ‭real‬ ‭estate‬ ‭that‬ ‭is‬ ‭owner-occupied‬ ‭at‬ ‭the‬ ‭time‬ ‭of‬
‭origination‬‭and‬‭repayment‬‭is‬‭dependent‬‭on‬‭the‬‭credit‬‭quality‬‭of‬‭the‬‭individual‬‭borrower.‬ ‭The‬‭overall‬‭health‬‭of‬‭the‬‭economy,‬‭including‬
‭unemployment‬‭rates‬‭and‬‭housing‬‭prices,‬‭will‬‭have‬‭an‬‭effect‬‭on‬‭the‬‭credit‬‭quality‬‭in‬‭this‬‭segment.‬ ‭The‬‭Bank‬‭only‬‭originates‬‭these‬‭loans‬
‭in Massachusetts and in the WMA.‬

‭Commercial‬‭real‬‭estate‬ ‭–‬‭Loans‬‭in‬‭this‬‭segment‬‭are‬‭primarily‬‭secured‬‭by‬‭income-producing‬‭properties‬‭throughout‬‭Massachusetts,‬‭the‬
‭WMA‬‭and‬‭the‬‭SFBA.‬ ‭Underwriting‬‭and‬‭portfolio‬‭management‬‭policies‬‭are‬‭the‬‭same‬‭across‬‭all‬‭markets.‬ ‭Loan‬‭amounts‬‭do‬‭not‬‭exceed‬
‭75%‬‭of‬‭the‬‭appraised‬‭value‬‭of‬‭the‬‭collateral.‬ ‭The‬‭underlying‬‭cash‬‭flows‬‭generated‬‭by‬‭the‬‭properties‬‭could‬‭be‬‭adversely‬‭impacted‬‭by‬‭a‬
‭downturn‬‭in‬‭the‬‭economy‬‭leading‬‭to‬‭increased‬‭vacancy‬‭rates‬‭which,‬‭in‬‭turn,‬‭would‬‭have‬‭an‬‭effect‬‭on‬‭the‬‭credit‬‭quality‬‭in‬‭this‬‭segment.‬
‭Management obtains rent rolls annually and regularly monitors the cash flows of these loans.‬

‭Construction‬ ‭–‬‭Loans‬‭in‬‭this‬‭segment‬‭include‬‭both‬‭owner-occupied‬‭and‬‭speculative‬‭real‬‭estate‬‭development‬‭loans‬‭for‬‭which‬‭payment‬
‭is‬‭derived‬‭from‬‭sale‬‭of‬‭the‬‭property.‬ ‭Credit‬‭risk‬‭could‬‭be‬‭affected‬‭by‬‭cost‬‭overruns,‬‭time‬‭to‬‭sell‬‭at‬‭an‬‭adequate‬‭price,‬‭the‬‭overall‬‭health‬
‭of the economy and market conditions.  The Bank only originates these loans in Massachusetts and in the WMA.‬

‭Home‬ ‭equity‬ ‭–‬ ‭Loans‬ ‭in‬ ‭this‬ ‭segment‬ ‭include‬ ‭equity‬‭lines‬‭of‬‭credit‬‭and‬‭second‬‭mortgage‬‭loans,‬‭and‬‭are‬‭generally‬‭collateralized‬‭by‬
‭second‬‭liens‬‭on‬‭residential‬‭real‬‭estate.‬ ‭Repayment‬‭is‬‭dependent‬‭on‬‭the‬‭credit‬‭quality‬‭of‬‭the‬‭individual‬‭borrower.‬ ‭The‬‭Bank‬‭generally‬
‭does‬‭not‬‭originate‬‭loans‬‭with‬‭combined‬‭loan-to-value‬‭ratios‬‭greater‬‭than‬‭70%‬‭when‬‭taking‬‭into‬‭account‬‭both‬‭the‬‭balance‬‭of‬‭the‬‭home‬
‭equity‬‭loans‬‭and‬‭the‬‭first‬‭mortgage‬‭loan.‬ ‭Similar‬‭to‬‭residential‬‭real‬‭estate,‬‭the‬‭overall‬‭health‬‭of‬‭the‬‭economy,‬‭including‬‭unemployment‬
‭rates‬ ‭and‬ ‭housing‬ ‭prices,‬ ‭will‬ ‭have‬ ‭an‬ ‭effect‬ ‭on‬ ‭the‬ ‭credit‬ ‭quality‬ ‭in‬ ‭this‬ ‭segment.‬ ‭The‬ ‭Bank‬ ‭only‬ ‭originates‬ ‭these‬ ‭loans‬ ‭in‬
‭Massachusetts.  The Bank will not originate these loans unless it holds the senior lien position on the collateral property.‬
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‭Notes to Unaudited Consolidated Financial Statements (continued)‬

‭Commercial‬ ‭–‬ ‭Loans‬ ‭in‬ ‭this‬ ‭segment‬ ‭are‬ ‭made‬ ‭to‬ ‭businesses‬ ‭and‬ ‭are‬ ‭generally‬ ‭secured‬ ‭by‬ ‭assets‬ ‭of‬ ‭the‬ ‭business.‬ ‭Repayment‬ ‭is‬
‭expected‬‭from‬‭the‬‭cash‬‭flows‬‭of‬‭the‬‭business.‬ ‭A‬‭weakened‬‭economy,‬‭and‬‭resultant‬‭decreased‬‭consumer‬‭spending,‬‭will‬‭have‬‭an‬‭effect‬
‭on‬ ‭the‬ ‭credit‬ ‭quality‬ ‭in‬ ‭this‬ ‭segment.‬ ‭These‬ ‭loans‬ ‭are‬ ‭not‬ ‭a‬ ‭focus‬ ‭of‬ ‭the‬ ‭Bank’s‬ ‭origination‬ ‭program‬ ‭and‬ ‭are‬ ‭only‬ ‭originated‬ ‭in‬
‭Massachusetts.‬

‭Consumer‬ ‭–‬ ‭Loans‬ ‭in‬ ‭this‬ ‭segment‬ ‭are‬ ‭generally‬ ‭unsecured‬ ‭lines‬ ‭of‬‭credit‬‭and‬‭repayment‬‭is‬‭dependent‬‭on‬‭the‬‭credit‬‭quality‬‭of‬‭the‬
‭individual borrower.  The Bank is no longer offering these loans.‬

‭The‬ ‭Bank‬ ‭has‬‭elected‬‭not‬‭to‬‭measure‬‭an‬‭ACL‬‭on‬‭accrued‬‭interest‬‭and‬‭to‬‭write‬‭off‬‭uncollectible‬‭accrued‬‭interest‬‭receivable‬‭in‬‭a‬
‭timely manner.‬

‭Reserve for Unfunded Commitments‬
‭The‬‭expected‬‭credit‬‭losses‬‭for‬‭unfunded‬‭commitments‬‭are‬‭measured‬‭over‬‭the‬‭contractual‬‭period‬‭of‬‭the‬‭Bank’s‬‭exposure‬‭to‬‭credit‬

‭risk.‬ ‭The‬‭estimate‬‭of‬‭credit‬‭loss‬‭incorporates‬‭assumptions‬‭for‬‭both‬‭the‬‭likelihood‬‭and‬‭amount‬‭of‬‭funding‬‭over‬‭the‬‭estimated‬‭life‬‭of‬‭the‬
‭commitments,‬ ‭for‬ ‭the‬ ‭risk‬ ‭of‬ ‭loss,‬ ‭and‬ ‭current‬ ‭conditions‬ ‭and‬ ‭expectations.‬ ‭Management‬ ‭periodically‬ ‭reviews‬ ‭and‬ ‭updates‬ ‭the‬
‭assumptions.‬

‭Leases‬
‭In‬‭accordance‬‭with‬‭Accounting‬‭Standards‬‭Codification‬‭Topic‬‭842,‬‭Leases‬‭,‬‭the‬‭Bank‬‭records‬‭operating‬‭lease‬‭right-of-use‬‭(“ROU”)‬

‭assets‬ ‭and‬ ‭operating‬‭lease‬‭liabilities‬‭relating‬‭to‬‭operating‬‭leases‬‭for‬‭some‬‭of‬‭its‬‭banking‬‭offices.‬ ‭These‬‭lease‬‭agreements‬‭have‬‭lease‬
‭and‬‭non-lease‬‭components,‬‭which‬‭are‬‭generally‬‭accounted‬‭for‬‭separately.‬ ‭The‬‭ROU‬‭asset‬‭is‬‭included‬‭in‬‭other‬‭assets‬‭and‬‭the‬‭operating‬
‭lease‬ ‭liability‬ ‭is‬ ‭included‬ ‭in‬ ‭other‬ ‭liabilities‬ ‭on‬ ‭the‬ ‭Bank’s‬ ‭Consolidated‬ ‭Balance‬ ‭Sheets.‬ ‭At‬ ‭June‬ ‭30,‬ ‭2024,‬ ‭the‬ ‭ROU‬ ‭asset‬ ‭was‬
‭$265,000‬ ‭and‬ ‭the‬ ‭corresponding‬ ‭operating‬ ‭lease‬‭liability‬‭was‬‭$287,000.‬ ‭Operating‬‭lease‬‭costs‬‭for‬‭both‬‭the‬‭quarters‬‭ended‬‭June‬‭30,‬
‭2023 and 2024 were $61,000. Operating lease costs for both the six months ended June 30, 2024 and 2023 were $122,000.‬

‭The maturities of lease liabilities are as follows at June 30, 2024:‬

‭Years‬ ‭Amount‬
‭(In Thousands)‬

‭2024 (remaining six months)‬ ‭$‬ ‭111‬
‭2025‬ ‭146‬
‭2026‬ ‭37‬

‭Total lease payments‬ ‭294‬
‭Imputed interest‬ ‭(7)‬

‭Total lease liability‬ ‭$‬ ‭287‬

‭NOTE 2:  COMMITMENTS‬

‭At December 31, 2023 and June 30, 2024, outstanding loan commitments were as follows:‬

‭December 31,‬
‭2023‬

‭June 30,‬
‭2024‬

‭(In Thousands)‬

‭Unused lines of credit‬ ‭$‬ ‭154,917‬ ‭$‬ ‭157,181‬
‭Commitments to originate loans‬ ‭56,462‬ ‭29,190‬
‭Unadvanced funds on construction loans‬ ‭145,910‬ ‭99,190‬
‭Standby letters-of-credit‬ ‭105‬ ‭105‬

‭Total‬ ‭$‬ ‭357,394‬ ‭$‬ ‭285,666‬

‭NOTE 3:  DIVIDEND DECLARATION‬

‭On‬‭June‬‭26,‬‭2024,‬‭the‬‭Board‬‭of‬‭Directors‬‭declared‬‭a‬‭cash‬‭dividend‬‭of‬‭$0.63‬‭per‬‭share‬‭to‬‭all‬‭stockholders‬‭of‬‭record‬‭as‬‭of‬‭July‬‭29,‬
‭2024, payable on August 7, 2024.‬
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‭Notes to Unaudited Consolidated Financial Statements (continued)‬

‭NOTE 4:  FAIR VALUES OF ASSETS AND LIABILITIES‬

‭Determination of Fair Value‬
‭The‬‭Bank‬‭uses‬‭fair‬‭value‬‭measurements‬‭to‬‭record‬‭fair‬‭value‬‭adjustments‬‭to‬‭certain‬‭assets‬‭and‬‭to‬‭determine‬‭fair‬‭value‬‭disclosures.‬

‭Fair‬ ‭value‬‭is‬‭the‬‭price‬‭that‬‭would‬‭be‬‭received‬‭to‬‭sell‬‭an‬‭asset‬‭or‬‭paid‬‭to‬‭transfer‬‭a‬‭liability‬‭in‬‭an‬‭orderly‬‭transaction‬‭between‬‭market‬
‭participants‬‭at‬‭the‬‭measurement‬‭date.‬ ‭Fair‬‭value‬‭is‬‭best‬‭determined‬‭based‬‭upon‬‭quoted‬‭market‬‭prices.‬ ‭However,‬‭in‬‭many‬‭instances,‬
‭there‬ ‭are‬ ‭no‬ ‭quoted‬ ‭market‬ ‭prices‬ ‭for‬ ‭the‬ ‭Bank’s‬ ‭assets‬ ‭and‬ ‭liabilities.‬ ‭In‬‭cases‬‭where‬‭quoted‬‭market‬‭prices‬‭are‬‭not‬‭available,‬‭fair‬
‭values‬ ‭are‬ ‭based‬ ‭on‬ ‭estimates‬‭using‬‭present‬‭value‬‭or‬‭other‬‭valuation‬‭techniques.‬ ‭Those‬‭techniques‬‭are‬‭significantly‬‭affected‬‭by‬‭the‬
‭assumptions‬ ‭used,‬ ‭including‬ ‭the‬ ‭discount‬‭rate‬‭and‬‭estimates‬‭of‬‭future‬‭cash‬‭flows.‬ ‭Accordingly,‬‭the‬‭fair‬‭value‬‭estimates‬‭may‬‭not‬‭be‬
‭realized in an immediate settlement of the asset or liability.‬

‭Assets Measured at Fair Value on a Recurring Basis‬
‭Assets‬ ‭measured‬ ‭at‬ ‭fair‬ ‭value‬ ‭on‬ ‭a‬ ‭recurring‬ ‭basis‬ ‭are‬‭summarized‬‭below.‬ ‭There‬‭are‬‭no‬‭liabilities‬‭measured‬‭at‬‭fair‬‭value‬‭on‬‭a‬

‭recurring basis.‬

‭Level 1‬ ‭Level 2‬ ‭Level 3‬ ‭Total Fair Value‬
‭(In Thousands)‬

‭December 31, 2023‬
‭Equity securities‬ ‭$‬ ‭71,517‬ ‭$‬ ‭8,285‬ ‭$‬ ‭—‬ ‭$‬ ‭79,802‬

‭June 30, 2024‬
‭Equity securities‬ ‭$‬ ‭80,717‬ ‭$‬ ‭11,865‬ ‭$‬ ‭—‬ ‭$‬ ‭92,582‬

‭Assets Measured at Fair Value on a Non-recurring Basis‬
‭The‬ ‭Bank‬‭may‬‭also‬‭be‬‭required,‬‭from‬‭time‬‭to‬‭time,‬‭to‬‭measure‬‭certain‬‭other‬‭assets‬‭on‬‭a‬‭non-recurring‬‭basis‬‭in‬‭accordance‬‭with‬

‭U.S.‬‭GAAP.‬ ‭These‬‭adjustments‬‭to‬‭fair‬‭value‬‭usually‬‭result‬‭from‬‭application‬‭of‬‭lower-of-cost-or-market‬‭accounting‬‭or‬‭write-downs‬‭of‬
‭individual assets.‬

‭There are no assets or liabilities measured at fair value on a non-recurring basis at December 31, 2023 and June 30, 2024.‬
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‭Notes to Unaudited Consolidated Financial Statements (continued)‬

‭Summary of Fair Values of Financial Instruments‬
‭The‬ ‭estimated‬ ‭fair‬ ‭values,‬ ‭determined‬ ‭using‬ ‭the‬ ‭exit‬ ‭price‬ ‭notion,‬ ‭and‬ ‭related‬ ‭carrying‬ ‭amounts,‬ ‭of‬ ‭the‬ ‭Bank’s‬ ‭financial‬

‭instruments‬‭are‬‭as‬‭follows.‬ ‭Certain‬‭financial‬‭instruments‬‭and‬‭all‬‭nonfinancial‬‭instruments‬‭are‬‭exempt‬‭from‬‭disclosure‬‭requirements.‬
‭Accordingly, the aggregate fair value amounts presented herein do not represent the underlying fair value of the Bank.‬

‭Carrying‬
‭Amount‬

‭Fair Value‬
‭Level 1‬ ‭Level 2‬ ‭Level 3‬

‭(In Thousands)‬
‭December 31, 2023‬
‭Financial assets:‬

‭Cash and cash equivalents‬ ‭$‬ ‭362,477‬ ‭$‬ ‭362,477‬ ‭$‬ ‭—‬ ‭$‬ ‭—‬
‭Equity securities‬ ‭79,802‬ ‭71,517‬ ‭8,285‬ ‭—‬
‭Securities held to maturity‬ ‭3,500‬ ‭—‬ ‭—‬ ‭2,996‬
‭Federal Home Loan Bank stock‬ ‭69,574‬ ‭—‬ ‭—‬ ‭69,574‬
‭Loans, net‬ ‭3,914,244‬ ‭—‬ ‭—‬ ‭3,734,046‬
‭Accrued interest receivable‬ ‭8,554‬ ‭—‬ ‭—‬ ‭8,554‬

‭Financial liabilities:‬
‭Deposits‬ ‭$‬ ‭2,349,977‬ ‭$‬ ‭—‬ ‭$‬ ‭—‬ ‭$‬ ‭2,347,731‬
‭Federal Home Loan Bank advances‬ ‭1,692,675‬ ‭—‬ ‭1,701,000‬ ‭—‬
‭Mortgagors’ escrow accounts‬ ‭13,942‬ ‭—‬ ‭—‬ ‭13,942‬
‭Accrued interest payable‬ ‭12,261‬ ‭—‬ ‭—‬ ‭12,261‬

‭June 30, 2024‬
‭Financial assets:‬

‭Cash and cash equivalents‬ ‭$‬ ‭369,141‬ ‭$‬ ‭369,141‬ ‭$‬ ‭—‬ ‭$‬ ‭—‬
‭Equity securities‬ ‭92,582‬ ‭80,717‬ ‭11,865‬ ‭—‬
‭Securities held to maturity‬ ‭6,493‬ ‭—‬ ‭—‬ ‭6,024‬
‭Federal Home Loan Bank stock‬ ‭66,189‬ ‭—‬ ‭—‬ ‭66,189‬
‭Loans, net‬ ‭3,933,419‬ ‭—‬ ‭—‬ ‭3,763,902‬
‭Accrued interest receivable‬ ‭9,082‬ ‭—‬ ‭—‬ ‭9,082‬

‭Financial liabilities:‬
‭Deposits‬ ‭$‬ ‭2,418,264‬ ‭$‬ ‭—‬ ‭$‬ ‭—‬ ‭$‬ ‭2,417,514‬
‭Federal Home Loan Bank advances‬ ‭1,648,675‬ ‭—‬ ‭1,650,372‬ ‭—‬
‭Mortgagors’ escrow accounts‬ ‭14,577‬ ‭—‬ ‭—‬ ‭14,577‬
‭Accrued interest payable‬ ‭12,242‬ ‭—‬ ‭—‬ ‭12,242‬
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‭Notes to Unaudited Consolidated Financial Statements (continued)‬

‭NOTE 5:  SECURITIES‬

‭Securities held to maturity‬
‭At‬‭December‬‭31,‬‭2023,‬‭and‬‭June‬‭30,‬‭2024‬‭securities‬‭held‬‭to‬‭maturity‬‭totaled‬‭$3.5‬‭million‬‭and‬‭$6.5‬‭million,‬‭respectively.‬ ‭These‬

‭investments‬‭include‬‭solely‬‭debt‬‭instruments‬‭issued‬‭by‬‭other‬‭banks‬‭and‬‭bank‬‭holding‬‭companies,‬‭including‬‭an‬‭issuer‬‭in‬‭which‬‭the‬‭Bank‬
‭also‬ ‭holds‬ ‭a‬ ‭common‬ ‭equity‬ ‭investment.‬ ‭These‬ ‭notes‬ ‭are‬ ‭typically‬‭fixed‬‭or‬‭fixed-to-floating‬‭rate‬‭and‬‭some‬‭have‬‭call‬‭features.‬ ‭At‬
‭December‬‭31,‬‭2023,‬‭$3.5‬‭million‬‭were‬‭callable‬‭quarterly‬‭at‬‭the‬‭option‬‭of‬‭the‬‭issuer‬‭beginning‬‭in‬‭May‬‭2026.‬ ‭At‬‭June‬‭30,‬‭2024,‬‭$3.5‬
‭million and $993,000, respectively, were callable by the issuer quarterly beginning in May 2026 and September 2024, respectively.‬

‭The‬‭Bank‬‭intends‬‭to‬‭hold‬‭the‬‭bonds‬‭until‬‭maturity,‬‭and‬‭therefore‬‭they‬‭are‬‭recorded‬‭at‬‭amortized‬‭cost‬‭on‬‭the‬‭Consolidated‬‭Balance‬
‭Sheets. There was no other-than-temporary impairment recorded during the quarters ended June 30, 2023 and 2024.‬

‭Equity securities‬
‭At‬‭December‬‭31,‬‭2023‬‭and‬‭June‬‭30,‬‭2024,‬‭equity‬‭securities‬‭include‬‭a‬‭$8.9‬‭million‬‭and‬‭$8.7‬‭million‬‭investment‬‭in‬‭the‬‭Community‬

‭Reinvestment‬‭Act‬‭Qualified‬‭Investment‬‭Fund,‬‭respectively,‬‭and‬‭a‬‭$70.9‬‭million‬‭and‬‭$83.9‬‭million‬‭investment‬‭in‬‭marketable‬‭common‬
‭equity securities, respectively.‬

‭The‬ ‭Bank‬ ‭did‬ ‭not‬ ‭sell‬ ‭any‬ ‭equity‬ ‭securities‬ ‭in‬ ‭the‬ ‭three‬ ‭months‬ ‭ended‬ ‭June‬ ‭30,‬ ‭2023‬ ‭or‬ ‭June‬ ‭30,‬ ‭2024.‬ ‭Unrealized‬ ‭gains‬
‭recognized‬ ‭during‬ ‭the‬‭second‬‭quarter‬‭of‬‭2023‬‭on‬‭securities‬‭still‬‭held‬‭at‬‭June‬‭30,‬‭2023‬‭were‬‭$5.4‬‭million,‬‭as‬‭compared‬‭to‬‭unrealized‬
‭gains of $2.5 million recognized during the second quarter of 2024 on securities still held at June 30, 2024.‬

‭The‬‭Bank‬‭did‬‭not‬‭sell‬‭any‬‭equity‬‭securities‬‭in‬‭the‬‭six‬‭months‬‭ended‬‭June‬‭30,‬‭2023‬‭or‬‭June‬‭30,‬‭2024.‬ ‭Unrealized‬‭gains‬‭recognized‬
‭during‬‭the‬‭first‬‭six‬‭months‬‭of‬‭2023‬‭on‬‭securities‬‭still‬‭held‬‭at‬‭June‬‭30,‬‭2024‬‭were‬‭$8.9‬‭million,‬‭as‬‭compared‬‭to‬‭unrealized‬‭gains‬‭of‬‭$8.4‬
‭million recognized during the first six months of 2024 on securities still held at June 30, 2024.‬

‭NOTE 6: LOANS AND THE ALLOWANCE FOR CREDIT LOSSES‬

‭Loans by category‬
‭A summary of the balances of loans outstanding is as follows:‬

‭December 31,‬ ‭June 30,‬
‭2023‬ ‭2024‬

‭(In Thousands)‬
‭Real estate loans:‬

‭Residential‬ ‭$‬ ‭494,032‬ ‭$‬ ‭478,105‬
‭Commercial‬ ‭3,155,284‬ ‭3,205,373‬
‭Construction‬ ‭268,610‬ ‭250,650‬
‭Home equity‬ ‭22,518‬ ‭25,910‬

‭Total real estate loans‬ ‭3,940,444‬ ‭3,960,038‬

‭Other loans:‬
‭Commercial‬ ‭95‬ ‭92‬
‭Consumer‬ ‭357‬ ‭229‬

‭Total other loans‬ ‭452‬ ‭321‬

‭Total loans‬ ‭3,940,896‬ ‭3,960,359‬

‭Allowance for credit losses‬ ‭(26,652)‬ ‭(26,940)‬
‭Loans, net‬ ‭$‬ ‭3,914,244‬ ‭$‬ ‭3,933,419‬

‭A‬ ‭blanket‬ ‭lien‬ ‭on‬ ‭“qualified‬ ‭collateral,”‬ ‭defined‬ ‭principally‬ ‭as‬ ‭78-79%‬ ‭of‬ ‭the‬ ‭market‬ ‭value‬ ‭of‬‭first‬‭mortgage‬‭loans‬‭on‬‭certain‬
‭owner-occupied‬‭and‬‭non-owner-occupied‬‭residential‬‭property,‬‭67%‬‭of‬‭the‬‭market‬‭value‬‭of‬‭first‬‭mortgage‬‭loans‬‭on‬‭certain‬‭multi-family‬
‭residential‬ ‭property‬ ‭and‬ ‭67%‬ ‭of‬ ‭the‬ ‭market‬ ‭value‬ ‭of‬ ‭loans‬ ‭on‬ ‭certain‬ ‭commercial‬ ‭property,‬ ‭is‬ ‭used‬‭to‬‭secure‬‭borrowings‬‭from‬‭the‬
‭Federal‬ ‭Home‬ ‭Loan‬ ‭Bank.‬ ‭Additionally,‬ ‭the‬ ‭Bank‬ ‭has‬ ‭pledged‬ ‭the‬ ‭bulk‬ ‭of‬ ‭its‬ ‭home‬ ‭equity‬ ‭portfolio‬ ‭and‬ ‭certain‬ ‭construction,‬
‭residential and commercial real estate loans to secure borrowings from the discount window.‬
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‭Notes to Unaudited Consolidated Financial Statements (continued)‬

‭Delinquencies‬
‭The following is a summary of past due loans at December 31, 2023 and June 30, 2024:‬

‭30-59‬
‭Days‬

‭Past Due‬

‭60-89‬
‭Days‬

‭Past Due‬

‭90 Days or‬
‭More Past‬

‭Due‬‭(1)‬
‭Total‬

‭Past Due‬ ‭Current‬‭(2)‬ ‭Total‬
‭(In Thousands)‬

‭December 31, 2023‬
‭Residential real estate‬ ‭$‬ ‭156‬ ‭$‬ ‭—‬ ‭$‬ ‭877‬ ‭$‬ ‭1,033‬ ‭$‬ ‭492,999‬ ‭$‬ ‭494,032‬
‭Commercial real estate‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭3,155,284‬ ‭3,155,284‬
‭Construction‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭268,610‬ ‭268,610‬
‭Home equity‬ ‭562‬ ‭—‬ ‭602‬ ‭1,164‬ ‭21,354‬ ‭22,518‬
‭Consumer‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭357‬ ‭357‬
‭Commercial‬ ‭—‬ ‭1‬ ‭—‬ ‭1‬ ‭94‬ ‭95‬

‭Total loans‬ ‭$‬ ‭718‬ ‭$‬ ‭1‬ ‭$‬ ‭1,479‬ ‭$‬ ‭2,198‬ ‭$‬ ‭3,938,698‬ ‭$‬ ‭3,940,896‬

‭June 30, 2024‬
‭Residential real estate‬ ‭$‬ ‭243‬ ‭$‬ ‭—‬ ‭$‬ ‭338‬ ‭$‬ ‭581‬ ‭$‬ ‭477,524‬ ‭$‬ ‭478,105‬
‭Commercial real estate‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭3,205,373‬ ‭3,205,373‬
‭Construction‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭250,650‬ ‭250,650‬
‭Home equity‬ ‭250‬ ‭—‬ ‭600‬ ‭850‬ ‭25,060‬ ‭25,910‬
‭Consumer‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭229‬ ‭229‬
‭Commercial‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭92‬ ‭92‬

‭Total loans‬ ‭$‬ ‭493‬ ‭$‬ ‭—‬ ‭$‬ ‭938‬ ‭$‬ ‭1,431‬ ‭$‬ ‭3,958,928‬ ‭$‬ ‭3,960,359‬

‭(1)‬ ‭All loans greater than 90 days past due were on nonaccrual status at June 30, 2024 and December 31, 2023.‬
‭(2)‬ ‭There were no current loans on nonaccrual at December 31, 2023. Current loans included $771,000 of non accrual loans at June 30, 2024.‬

‭Nonaccrual loans‬
‭The following is information pertaining to non-accrual loans at December 31, 2023 and June 30, 2024:‬

‭As of December 31, 2023‬ ‭As of June 30, 2024‬

‭Nonaccrual‬
‭Loans With‬

‭No ACL‬

‭Total‬
‭Nonaccrual‬

‭Loans‬

‭Nonaccrual‬
‭Loans With‬

‭No ACL‬

‭Total‬
‭Nonaccrual‬

‭Loans‬
‭(In Thousands)‬

‭Residential real estate‬ ‭$‬ ‭877‬ ‭$‬ ‭877‬ ‭$‬ ‭1,109‬ ‭$‬ ‭1,109‬
‭Commercial real estate‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬
‭Home equity‬ ‭602‬ ‭602‬ ‭600‬ ‭600‬

‭Total loans‬ ‭$‬ ‭1,479‬ ‭$‬ ‭1,479‬ ‭$‬ ‭1,709‬ ‭$‬ ‭1,709‬

‭No‬‭additional‬‭funds‬‭are‬‭committed‬‭to‬‭be‬‭advanced‬‭in‬‭connection‬‭with‬‭nonaccrual‬‭loans.‬ ‭Interest‬‭income‬‭on‬‭nonaccrual‬‭loans‬‭as‬
‭of‬ ‭June‬ ‭30,‬ ‭2024‬ ‭and‬ ‭December‬ ‭31,‬ ‭2023‬ ‭is‬ ‭recognized‬ ‭on‬ ‭a‬ ‭cash‬ ‭basis‬ ‭when‬ ‭and‬ ‭if‬ ‭actually‬ ‭collected.‬ ‭Total‬ ‭interest‬ ‭income‬
‭recognized on nonaccrual loans for the three and six  months ended June 30, 2024 and June 30, 2023 was not material.‬
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‭Notes to Unaudited Consolidated Financial Statements (continued)‬

‭Allowance for Credit Losses‬
‭An‬‭analysis‬‭of‬‭the‬‭activity‬‭in‬‭the‬‭allowance‬‭for‬‭credit‬‭losses,‬‭by‬‭segment,‬‭for‬‭the‬‭periods‬‭ended‬‭June‬‭30,‬‭2024‬‭and‬‭June‬‭30,‬‭2023‬

‭follows:‬

‭Residential‬
‭Real Estate‬

‭Commercial‬
‭Real Estate‬ ‭Construction‬

‭Home‬
‭Equity‬ ‭Commercial‬ ‭Consumer‬ ‭Total‬

‭(In Thousands)‬
‭Six months ended June 30, 2024‬

‭Balance December 31, 2023‬ ‭$‬ ‭2,182‬ ‭$‬ ‭18,865‬ ‭$‬ ‭5,246‬ ‭$‬ ‭354‬ ‭$‬ ‭1‬ ‭$‬ ‭4‬ ‭$‬ ‭26,652‬
‭Loans charged off‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬
‭Recoveries of loans‬

‭previously charged off‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬
‭Provision for (release-of)‬

‭credit losses‬ ‭(98)‬ ‭445‬ ‭(142)‬ ‭85‬ ‭—‬ ‭(2)‬ ‭288‬
‭Balance June 30, 2024‬ ‭$‬ ‭2,084‬ ‭$‬ ‭19,310‬ ‭$‬ ‭5,104‬ ‭$‬ ‭439‬ ‭$‬ ‭1‬ ‭$‬ ‭2‬ ‭$‬ ‭26,940‬

‭Three months ended June 30, 2024‬
‭Balance March 31, 2024‬ ‭$‬ ‭2,233‬ ‭$‬ ‭18,486‬ ‭$‬ ‭5,721‬ ‭$‬ ‭316‬ ‭$‬ ‭1‬ ‭$‬ ‭3‬ ‭$‬ ‭26,760‬

‭Loans charged off‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬
‭Recoveries of loans‬

‭previously charged off‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬
‭Provision for (release-of)‬

‭credit losses‬ ‭(149)‬ ‭824‬ ‭(617)‬ ‭123‬ ‭—‬ ‭(1)‬ ‭180‬
‭Balance June 30, 2024‬ ‭$‬ ‭2,084‬ ‭$‬ ‭19,310‬ ‭$‬ ‭5,104‬ ‭$‬ ‭439‬ ‭$‬ ‭1‬ ‭$‬ ‭2‬ ‭$‬ ‭26,940‬

‭Residential‬
‭Real Estate‬

‭Commercial‬
‭Real Estate‬ ‭Construction‬

‭Home‬
‭Equity‬ ‭Commercial‬ ‭Consumer‬ ‭Total‬

‭(In Thousands)‬
‭Six months ended June 30, 2023‬

‭Balance December 31, 2022‬ ‭$‬ ‭1,400‬ ‭$‬ ‭21,796‬ ‭$‬ ‭1,727‬ ‭$‬ ‭60‬ ‭$‬ ‭2‬ ‭$‬ ‭4‬ ‭$‬ ‭24,989‬
‭Adoption of ASC 326‬ ‭754‬ ‭(2,922)‬ ‭2,363‬ ‭352‬ ‭(1)‬ ‭(1)‬ ‭545‬
‭Loans charged off‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬
‭Recoveries of loans‬

‭previously charged off‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬
‭Provision for (release-of)‬

‭credit losses‬ ‭118‬ ‭325‬ ‭210‬ ‭(46)‬ ‭(1)‬ ‭—‬ ‭606‬
‭Balance June 30, 2023‬ ‭$‬ ‭2,272‬ ‭$‬ ‭19,199‬ ‭$‬ ‭4,300‬ ‭$‬ ‭366‬ ‭$‬ ‭—‬ ‭$‬ ‭3‬ ‭$‬ ‭26,140‬

‭Three months ended June 30, 2023‬
‭Balance March 31, 2023‬ ‭$‬ ‭2,178‬ ‭$‬ ‭18,706‬ ‭$‬ ‭4,418‬ ‭$‬ ‭384‬ ‭$‬ ‭1‬ ‭$‬ ‭3‬ ‭$‬ ‭25,690‬

‭Loans charged off‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬
‭Recoveries of loans‬

‭previously charged off‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬
‭Provision for (release-of)‬

‭credit losses‬ ‭94‬ ‭493‬ ‭(118)‬ ‭(18)‬ ‭(1)‬ ‭—‬ ‭450‬
‭Balance June 30, 2023‬ ‭$‬ ‭2,272‬ ‭$‬ ‭19,199‬ ‭$‬ ‭4,300‬ ‭$‬ ‭366‬ ‭$‬ ‭—‬ ‭$‬ ‭3‬ ‭$‬ ‭26,140‬

‭The‬‭Bank‬‭evaluated‬‭the‬‭unfunded‬‭commitments‬‭as‬‭of‬‭June‬‭30,‬‭2024‬‭and‬‭June‬‭30,‬‭2023‬‭and‬‭determined‬‭the‬‭amount‬‭required‬‭was‬
‭not material.‬

‭Credit Quality Indicators‬
‭The Bank uses a seven-grade internal rating system for residential real estate, commercial real estate and construction loans:‬

‭Loans‬‭rated‬‭1-3B‬‭:‬ ‭Loans‬‭in‬‭this‬‭category‬‭are‬‭considered‬‭“pass”‬‭rated‬‭with‬‭low‬‭to‬‭average‬‭risk.‬ ‭This‬‭category‬‭includes‬‭loans‬‭on‬‭the‬
‭Bank’s watchlist that do not warrant a lower rating.‬

‭Loans‬‭rated‬‭4‬‭:‬ ‭Loans‬‭in‬‭this‬‭category‬‭are‬‭considered‬‭“special‬‭mention.”‬ ‭These‬‭loans‬‭are‬‭currently‬‭protected,‬‭but‬‭exhibit‬‭conditions‬
‭that‬‭have‬‭the‬‭potential‬‭for‬‭weakness.‬ ‭The‬‭borrower‬‭may‬‭be‬‭affected‬‭by‬‭unfavorable‬‭economic,‬‭market‬‭or‬‭other‬‭external‬‭conditions‬‭that‬
‭may‬ ‭affect‬ ‭their‬ ‭ability‬ ‭to‬ ‭repay‬ ‭the‬ ‭debt.‬ ‭These‬ ‭may‬ ‭also‬ ‭include‬ ‭credits‬ ‭where‬ ‭there‬ ‭is‬ ‭deterioration‬ ‭of‬ ‭the‬ ‭collateral‬ ‭or‬ ‭have‬
‭deficiencies‬ ‭which‬ ‭may‬ ‭affect‬ ‭our‬ ‭ability‬ ‭to‬ ‭collect‬ ‭on‬ ‭the‬ ‭collateral.‬ ‭This‬ ‭rating‬ ‭is‬ ‭consistent‬ ‭with‬ ‭the‬ ‭“Other‬ ‭Assets‬ ‭Especially‬
‭Mentioned” category used by the Federal Deposit Insurance Corporation (“FDIC”).‬
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‭Notes to Unaudited Consolidated Financial Statements (continued)‬

‭Loans‬‭rated‬‭5‬‭:‬ ‭Loans‬‭in‬‭this‬‭category‬‭are‬‭considered‬‭“substandard.”‬ ‭Generally,‬‭a‬‭loan‬‭is‬‭considered‬‭substandard‬‭if‬‭it‬‭is‬‭inadequately‬
‭protected‬‭by‬‭the‬‭current‬‭net‬‭worth‬‭and‬‭paying‬‭capacity‬‭of‬‭the‬‭obligors‬‭and/or‬‭the‬‭collateral‬‭pledged.‬ ‭There‬‭is‬‭a‬‭distinct‬‭possibility‬‭that‬
‭the Bank will sustain some loss if the weakness is not corrected.‬

‭Loans‬ ‭rated‬ ‭6‬‭:‬ ‭Loans‬ ‭in‬‭this‬‭category‬‭are‬‭considered‬‭“doubtful.”‬ ‭Loans‬‭classified‬‭as‬‭doubtful‬‭have‬‭all‬‭the‬‭weaknesses‬‭inherent‬‭in‬
‭those‬ ‭classified‬ ‭substandard‬ ‭with‬ ‭the‬‭added‬‭characteristic‬‭that‬‭the‬‭weaknesses‬‭make‬‭collection‬‭or‬‭liquidation‬‭in‬‭full,‬‭on‬‭the‬‭basis‬‭of‬
‭currently existing facts, highly questionable and improbable.‬

‭Loans‬‭rated‬‭7‬‭:‬ ‭Loans‬‭in‬‭this‬‭category‬‭are‬‭considered‬‭uncollectible‬‭(“loss”)‬‭and‬‭of‬‭such‬‭little‬‭value‬‭that‬‭their‬‭continuance‬‭as‬‭loans‬‭is‬
‭not warranted.‬

‭Commercial‬‭real‬‭estate‬‭loans‬‭are‬‭assigned‬‭an‬‭initial‬‭risk‬‭rating‬‭by‬‭the‬‭Bank‬‭at‬‭the‬‭origination‬‭of‬‭the‬‭loan.‬ ‭Subsequently,‬‭the‬‭Bank‬
‭has‬ ‭a‬‭quality‬‭control‬‭program‬‭performed‬‭by‬‭an‬‭independent‬‭third‬‭party.‬ ‭Quarterly,‬‭all‬‭new‬‭commercial‬‭real‬‭estate,‬‭construction‬‭and‬
‭residential‬‭real‬‭estate‬‭loan‬‭relationships‬‭with‬‭outstanding‬‭balances‬‭or‬‭commitments‬‭of‬‭$500,000‬‭or‬‭more‬‭are‬‭reviewed‬‭and‬‭assigned‬‭a‬
‭risk‬ ‭rating.‬ ‭On‬ ‭a‬ ‭rolling‬ ‭quarterly‬ ‭basis,‬ ‭an‬ ‭in-depth‬ ‭review‬ ‭is‬ ‭performed‬ ‭on‬ ‭all‬ ‭commercial‬ ‭real‬ ‭estate‬‭relationships‬‭(and‬‭related‬
‭residential‬‭loans)‬‭with‬‭exposure‬‭in‬‭excess‬‭of‬‭$850,000‬‭and‬‭all‬‭loans‬‭on‬‭the‬‭Bank’s‬‭watchlist.‬ ‭Commercial‬‭real‬‭estate‬‭relationships‬‭(and‬
‭related‬ ‭residential‬ ‭loans)‬ ‭with‬ ‭exposure‬ ‭between‬ ‭$500,000‬ ‭and‬ ‭$850,000‬ ‭are‬ ‭reviewed‬ ‭at‬ ‭least‬‭annually.‬ ‭Watchlist‬‭loans‬‭are‬‭those‬
‭loans‬ ‭that‬ ‭are‬ ‭more‬‭than‬‭two‬‭payments‬‭past‬‭due‬‭at‬‭the‬‭end‬‭of‬‭the‬‭quarter,‬‭loans‬‭for‬‭which‬‭the‬‭borrowing‬‭entity‬‭or‬‭sponsor‬‭has‬‭filed‬
‭bankruptcy,‬ ‭loans‬ ‭rated‬ ‭four‬ ‭or‬ ‭higher‬ ‭in‬ ‭a‬ ‭previous‬ ‭review,‬ ‭impaired‬ ‭loans,‬ ‭loan‬ ‭modifications‬ ‭made‬ ‭to‬ ‭borrowers‬ ‭experiencing‬
‭financial‬ ‭difficulty,‬ ‭and‬ ‭loans‬ ‭past‬ ‭contractual‬ ‭maturity.‬ ‭Results‬ ‭of‬ ‭the‬ ‭independent‬ ‭loan‬ ‭review‬ ‭are‬ ‭reported‬ ‭to‬ ‭the‬‭Bank’s‬‭Audit‬
‭Committee on a quarterly basis and become the mechanism for monitoring the overall credit quality of the portfolio.‬

‭The following tables presents the Bank’s loans by risk rating as of December 31, 2023:‬

‭As of December 31, 2023‬
‭Term loans amortized cost basis by origination year‬

‭2023‬ ‭2022‬ ‭2021‬ ‭2020‬ ‭2019‬ ‭Prior‬
‭Revolving‬

‭loans‬

‭Revolving‬
‭loans‬

‭converted‬
‭to term‬ ‭Total‬‭Rating‬

‭(In Thousands)‬
‭Residential‬
‭Real Estate:‬

‭1- 3B‬ ‭$‬ ‭29,246‬ ‭$‬ ‭40,306‬ ‭$‬ ‭75,583‬ ‭$‬ ‭66,058‬ ‭$‬ ‭42,083‬ ‭$‬ ‭239,232‬ ‭$‬ ‭—‬ ‭$‬ ‭—‬ ‭$‬ ‭492,508‬

‭4‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭161‬ ‭1,363‬ ‭—‬ ‭—‬ ‭1,524‬

‭5‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬

‭Total‬ ‭$‬ ‭29,246‬ ‭$‬ ‭40,306‬ ‭$‬ ‭75,583‬ ‭$‬ ‭66,058‬ ‭$‬ ‭42,244‬ ‭$‬ ‭240,595‬ ‭$‬ ‭—‬ ‭$‬ ‭—‬ ‭$‬ ‭494,032‬

‭Commercial‬
‭Real Estate:‬

‭1- 3B‬ ‭$‬ ‭263,870‬ ‭$‬ ‭882,771‬ ‭$‬ ‭846,735‬ ‭$‬ ‭468,384‬ ‭$‬ ‭255,146‬ ‭$‬ ‭380,045‬ ‭$‬ ‭58,333‬ ‭$‬ ‭—‬ ‭$‬‭3,155,284‬

‭4‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬

‭5‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬

‭Total‬ ‭$‬ ‭263,870‬ ‭$‬ ‭882,771‬ ‭$‬ ‭846,735‬ ‭$‬ ‭468,384‬ ‭$‬ ‭255,146‬ ‭$‬ ‭380,045‬ ‭$‬ ‭58,333‬ ‭$‬ ‭—‬ ‭$‬‭3,155,284‬

‭Construction:‬

‭1- 3B‬ ‭$‬ ‭88,334‬ ‭$‬ ‭157,405‬ ‭$‬ ‭18,304‬ ‭$‬ ‭4,567‬ ‭$‬ ‭—‬ ‭$‬ ‭—‬ ‭$‬ ‭—‬ ‭$‬ ‭—‬ ‭$‬ ‭268,610‬

‭4‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬

‭5‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬

‭Total‬ ‭$‬ ‭88,334‬ ‭$‬ ‭157,405‬ ‭$‬ ‭18,304‬ ‭$‬ ‭4,567‬ ‭$‬ ‭—‬ ‭$‬ ‭—‬ ‭$‬ ‭—‬ ‭$‬ ‭—‬ ‭$‬ ‭268,610‬
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‭Notes to Unaudited Consolidated Financial Statements (concluded)‬

‭The following tables presents the Bank’s loans by risk rating as of June 30, 2024:‬

‭As of June 30, 2024‬
‭Term loans amortized cost basis by origination year‬

‭2024‬ ‭2023‬ ‭2022‬ ‭2021‬ ‭2020‬ ‭Prior‬
‭Revolving‬

‭loans‬

‭Revolving‬
‭loans‬

‭converted‬
‭to term‬ ‭Total‬‭Rating‬

‭(In Thousands)‬
‭Residential‬
‭Real Estate:‬

‭1- 3B‬ ‭$‬ ‭10,535‬ ‭$‬ ‭29,230‬ ‭$‬ ‭38,552‬ ‭$‬ ‭72,744‬ ‭$‬ ‭62,525‬ ‭$‬ ‭262,825‬ ‭$‬ ‭—‬ ‭$‬ ‭—‬ ‭$‬ ‭476,411‬

‭4‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭1,694‬ ‭—‬ ‭—‬ ‭1,694‬

‭5‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬

‭Total‬ ‭$‬ ‭10,535‬ ‭$‬ ‭29,230‬ ‭$‬ ‭38,552‬ ‭$‬ ‭72,744‬ ‭$‬ ‭62,525‬ ‭$‬ ‭264,519‬ ‭$‬ ‭—‬ ‭$‬ ‭—‬ ‭$‬ ‭478,105‬

‭Commercial‬
‭Real Estate:‬

‭1- 3B‬ ‭$‬ ‭66,313‬ ‭$‬ ‭271,123‬ ‭$‬ ‭895,511‬ ‭$‬ ‭836,297‬ ‭$‬ ‭463,201‬ ‭$‬ ‭616,440‬ ‭$‬ ‭56,488‬ ‭$‬ ‭—‬ ‭$‬ ‭3,205,373‬

‭4‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬

‭5‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬

‭Total‬ ‭$‬ ‭66,313‬ ‭$‬ ‭271,123‬ ‭$‬ ‭895,511‬ ‭$‬ ‭836,297‬ ‭$‬ ‭463,201‬ ‭$‬ ‭616,440‬ ‭$‬ ‭56,488‬ ‭$‬ ‭—‬ ‭$‬‭3,205,373‬

‭Construction:‬

‭1- 3B‬ ‭$‬ ‭19,998‬ ‭$‬ ‭74,674‬ ‭$‬ ‭137,674‬ ‭$‬ ‭18,304‬ ‭$‬ ‭—‬ ‭$‬ ‭—‬ ‭$‬ ‭—‬ ‭$‬ ‭—‬ ‭$‬ ‭250,650‬

‭4‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬

‭5‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬ ‭—‬

‭Total‬ ‭$‬ ‭19,998‬ ‭$‬ ‭74,674‬ ‭$‬ ‭137,674‬ ‭$‬ ‭18,304‬ ‭$‬ ‭—‬ ‭$‬ ‭—‬ ‭$‬ ‭—‬ ‭$‬ ‭—‬ ‭$‬ ‭250,650‬

‭Residential‬ ‭real‬ ‭estate‬ ‭loans‬ ‭are‬‭rated‬‭1-3B‬‭at‬‭origination‬‭with‬‭subsequent‬‭adjustments‬‭based‬‭on‬‭delinquency‬‭or‬‭upon‬‭review‬‭if‬
‭included‬ ‭in‬ ‭the‬ ‭scope‬ ‭of‬ ‭the‬ ‭Bank’s‬ ‭loan‬ ‭review‬ ‭process‬ ‭described‬ ‭above.‬ ‭For‬ ‭home‬ ‭equity,‬ ‭consumer‬ ‭and‬ ‭commercial‬ ‭loans,‬
‭management uses delinquency reports as the key credit quality indicator.‬

‭The Bank did not record any charge-offs in the three and six months ended June 30, 2024 or 2023.‬

‭NOTE 7: RECENT ACCOUNTING PRONOUNCEMENTS‬

‭Accounting Standards Issued But Yet Not Adopted‬
‭Management‬‭has‬‭not‬‭identified‬‭any‬‭Accounting‬‭Standards‬‭Updates‬‭that‬‭have‬‭been‬‭issued‬‭but‬‭are‬‭not‬‭yet‬‭effective‬‭and‬‭could‬‭affect‬

‭the Bank’s financial reporting or disclosure requirements.‬
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‭Item 2 – Management's Discussion and Analysis of Financial Condition and Results of Operations‬

‭Cautionary Note Regarding Forward-Looking Statements‬

‭The‬‭following‬‭discussion‬‭of‬‭the‬‭financial‬‭condition‬‭and‬‭results‬‭of‬‭operations‬‭of‬‭the‬‭Bank‬‭should‬‭be‬‭read‬‭in‬‭conjunction‬‭with‬‭the‬
‭Consolidated‬ ‭Financial‬ ‭Statements‬ ‭and‬ ‭Notes‬ ‭thereto‬ ‭included‬ ‭elsewhere‬ ‭in‬ ‭this‬ ‭Quarterly‬ ‭Report‬ ‭on‬ ‭Form‬ ‭10-Q‬ ‭and‬ ‭our‬ ‭Annual‬
‭Report‬‭on‬‭Form‬‭10-K‬‭for‬‭the‬‭year‬‭ended‬‭December‬‭31,‬‭2023.‬ ‭Matters‬‭discussed‬‭in‬‭this‬‭Quarterly‬‭Report‬‭on‬‭Form‬‭10-Q‬‭and‬‭in‬‭our‬
‭public‬‭disclosures,‬‭whether‬‭written‬‭or‬‭oral,‬‭relating‬‭to‬‭future‬‭events‬‭or‬‭our‬‭future‬‭performance,‬‭including‬‭any‬‭discussion,‬‭expressed‬‭or‬
‭implied,‬ ‭of‬ ‭our‬ ‭anticipated‬ ‭growth,‬ ‭operating‬ ‭results,‬ ‭future‬ ‭earnings‬ ‭per‬ ‭share,‬ ‭plans‬ ‭and‬ ‭objectives,‬ ‭contain‬ ‭forward-looking‬
‭statements‬‭within‬‭the‬‭meaning‬‭of‬‭Section 27A‬‭of‬‭the‬‭Securities‬‭Act‬‭of‬‭1933‬‭and‬‭Section 21E‬‭of‬‭the‬‭Securities‬‭Exchange‬‭Act‬‭of‬‭1934.‬
‭These‬ ‭statements‬‭are‬‭often‬‭identified‬‭by‬‭the‬‭words‬‭“believe,”‬‭“plan,”‬‭“estimate,”‬‭“project,”‬‭“target,”‬‭“continue,”‬‭“intend,”‬‭“expect,”‬
‭“future,”‬‭“anticipate,”‬‭and‬‭similar‬‭expressions‬‭that‬‭are‬‭not‬‭statements‬‭of‬‭historical‬‭fact.‬ ‭These‬‭statements‬‭are‬‭not‬‭guarantees‬‭of‬‭future‬
‭performance‬ ‭and‬ ‭involve‬ ‭certain‬ ‭risks,‬ ‭uncertainties‬‭and‬‭assumptions‬‭that‬‭are‬‭difficult‬‭to‬‭predict,‬‭including‬‭changes‬‭in‬‭political‬‭and‬
‭economic‬ ‭climate,‬ ‭interest‬ ‭rate‬ ‭fluctuations‬ ‭and‬ ‭competitive‬ ‭product‬ ‭and‬ ‭pricing‬ ‭pressures‬ ‭within‬ ‭the‬ ‭Bank’s‬‭market,‬‭bond‬‭market‬
‭fluctuations,‬‭personal‬‭and‬‭corporate‬‭customers’‬‭bankruptcies‬‭and‬‭inflation.‬ ‭Our‬‭actual‬‭results‬‭and‬‭timing‬‭of‬‭certain‬‭events‬‭could‬‭differ‬
‭materially‬‭from‬‭those‬‭anticipated‬‭in‬‭these‬‭forward-looking‬‭statements‬‭as‬‭a‬‭result‬‭of‬‭certain‬‭factors‬‭including,‬‭but‬‭not‬‭limited‬‭to,‬‭those‬
‭set‬‭forth‬‭under‬‭“Risk‬‭Factors”‬‭and‬‭elsewhere‬‭in‬‭this‬‭Quarterly‬‭Report‬‭on‬‭Form‬‭10-Q‬‭and‬‭in‬‭our‬‭other‬‭public‬‭filings‬‭with‬‭the‬‭Federal‬
‭Deposit‬‭Insurance‬‭Corporation‬‭(“FDIC”).‬ ‭It‬‭is‬‭routine‬‭for‬‭internal‬‭projections‬‭and‬‭expectations‬‭to‬‭change‬‭as‬‭the‬‭year‬‭or‬‭each‬‭quarter‬
‭in‬‭the‬‭year‬‭progresses‬‭and,‬‭therefore,‬‭it‬‭should‬‭be‬‭clearly‬‭understood‬‭that‬‭all‬‭forward-looking‬‭statements‬‭and‬‭the‬‭internal‬‭projections‬
‭and‬‭beliefs‬‭upon‬‭which‬‭we‬‭base‬‭our‬‭expectations‬‭included‬‭in‬‭this‬‭Quarterly‬‭Report‬‭on‬‭Form‬‭10-Q‬‭are‬‭made‬‭only‬‭as‬‭of‬‭the‬‭date‬‭of‬‭this‬
‭Quarterly‬ ‭Report‬ ‭on‬ ‭Form‬ ‭10-Q‬ ‭and‬ ‭may‬ ‭change.‬ ‭While‬ ‭we‬ ‭may‬‭elect‬‭to‬‭update‬‭forward-looking‬‭statements‬‭at‬‭some‬‭point‬‭in‬‭the‬
‭future,‬ ‭we‬‭do‬‭not‬‭undertake‬‭any‬‭obligation‬‭to‬‭update‬‭any‬‭forward-looking‬‭statements‬‭whether‬‭as‬‭a‬‭result‬‭of‬‭new‬‭information,‬‭future‬
‭events or otherwise.‬

‭SIGNIFICANT ACCOUNTING POLICIES; CRITICAL ACCOUNTING ESTIMATES‬

‭The‬ ‭Bank’s‬ ‭consolidated‬ ‭financial‬ ‭statements‬ ‭are‬ ‭prepared‬ ‭in‬ ‭conformity‬ ‭with‬ ‭generally‬ ‭accepted‬ ‭accounting‬‭principles‬‭in‬‭the‬
‭United‬ ‭States‬ ‭(“U.S.‬ ‭GAAP”).‬ ‭The‬ ‭preparation‬ ‭of‬ ‭consolidated‬ ‭financial‬ ‭statements‬ ‭requires‬ ‭management‬ ‭to‬ ‭make‬ ‭judgments‬
‭involving‬‭significant‬‭estimates‬‭and‬‭assumptions‬‭in‬‭the‬‭application‬‭of‬‭certain‬‭of‬‭its‬‭accounting‬‭policies‬‭about‬‭the‬‭effects‬‭of‬‭matters‬‭that‬
‭are‬ ‭inherently‬ ‭uncertain.‬ ‭These‬ ‭estimates‬ ‭and‬ ‭assumptions,‬ ‭which‬ ‭may‬ ‭materially‬ ‭affect‬ ‭the‬ ‭reported‬ ‭amounts‬ ‭of‬ ‭certain‬ ‭assets,‬
‭liabilities,‬ ‭revenues‬ ‭and‬ ‭expenses,‬ ‭are‬ ‭based‬ ‭on‬ ‭information‬ ‭available‬ ‭as‬ ‭of‬ ‭the‬ ‭date‬ ‭of‬ ‭the‬ ‭consolidated‬ ‭financial‬ ‭statements,‬ ‭and‬
‭changes‬‭in‬‭this‬‭information‬‭over‬‭time‬‭could‬‭materially‬‭impact‬‭amounts‬‭reported‬‭in‬‭the‬‭consolidated‬‭financial‬‭statements‬‭as‬‭a‬‭result‬‭of‬
‭the‬ ‭use‬ ‭of‬ ‭different‬ ‭estimates‬ ‭and‬ ‭assumptions.‬ ‭Certain‬ ‭accounting‬ ‭policies,‬ ‭by‬ ‭their‬ ‭nature,‬ ‭have‬‭a‬‭greater‬‭reliance‬‭on‬‭the‬‭use‬‭of‬
‭estimates and assumptions and could produce results materially different from those originally reported.‬

‭Based‬‭on‬‭the‬‭sensitivity‬‭of‬‭financial‬‭statement‬‭amounts‬‭to‬‭the‬‭methods,‬‭estimates‬‭and‬‭assumptions‬‭underlying‬‭reported‬‭amounts,‬
‭the‬ ‭most‬ ‭significant‬ ‭accounting‬ ‭estimate‬ ‭followed‬ ‭by‬ ‭the‬ ‭Bank‬ ‭has‬ ‭been‬ ‭identified‬ ‭by‬ ‭management‬ ‭as‬ ‭the‬ ‭determination‬ ‭of‬ ‭the‬
‭allowance‬ ‭for‬ ‭credit‬ ‭losses‬ ‭(“ACL”).‬ ‭This‬‭policy‬‭requires‬‭the‬‭most‬‭subjective‬‭and‬‭complex‬‭judgments‬‭and,‬‭as‬‭such,‬‭could‬‭be‬‭most‬
‭subject‬‭to‬‭revision‬‭as‬‭new‬‭information‬‭becomes‬‭available.‬ ‭An‬‭understanding‬‭of‬‭the‬‭judgments,‬‭estimates‬‭and‬‭assumptions‬‭underlying‬
‭this accounting estimate is essential in order to understand the Bank’s reported financial condition and results of operations.‬

‭On‬‭January‬‭1,‬‭2023,‬‭the‬‭Bank‬‭adopted‬‭ASU‬‭2016-13,‬ ‭Financial‬‭Instruments‬‭-‬‭Credit‬‭Losses‬‭(Topic‬‭326):‬‭Measurement‬‭of‬‭Credit‬
‭Losses‬ ‭on‬ ‭Financial‬ ‭Instruments‬‭,‬ ‭as‬ ‭amended,‬ ‭which‬ ‭impacted‬ ‭the‬ ‭Bank’s‬ ‭methodology‬ ‭for‬ ‭estimating‬ ‭the‬ ‭ACL.‬ ‭This‬ ‭accounting‬
‭policy‬‭and‬‭its‬‭application‬‭in‬‭recent‬‭periods‬‭is‬‭described‬‭in‬‭more‬‭detail‬‭in‬‭the‬‭“Provision‬‭for‬‭Credit‬‭Losses”‬‭section‬‭of‬‭this‬‭discussion‬
‭and‬‭analysis‬‭and‬‭in‬‭Note‬‭1‬‭to‬‭the‬‭accompanying‬‭interim‬‭consolidated‬‭financial‬‭statements‬‭included‬‭in‬‭Item‬‭1.‬‭“Financial‬‭Statements”‬
‭elsewhere in this report.‬

‭In‬‭developing‬‭the‬‭ACL‬‭estimate,‬‭management‬‭considers‬‭historical‬‭charge-offs,‬‭loan-to-value‬‭ratios,‬‭underlying‬‭collateral‬‭values,‬
‭payment‬ ‭history,‬ ‭the‬ ‭size‬ ‭of‬‭the‬‭loan‬‭portfolio‬‭and‬‭the‬‭risks‬‭associated‬‭with‬‭certain‬‭loan‬‭types‬‭as‬‭well‬‭as‬‭other‬‭factors‬‭such‬‭as‬‭local‬
‭economic‬‭trends,‬‭market‬‭conditions‬‭and‬‭credit‬‭concentrations.‬ ‭The‬‭Bank’s‬‭ACL‬‭estimate‬‭is‬‭determined‬‭using‬‭a‬ ‭probability-of-default‬
‭/‬‭loss-given‬‭default‬‭undiscounted‬‭cash‬‭flow‬‭model‬‭(“Model”),‬‭adjusted‬‭by‬‭management’s‬‭qualitative‬‭factors.‬ ‭Given‬‭the‬‭Bank’s‬‭long‬
‭term‬ ‭history‬ ‭of‬ ‭immaterial‬ ‭net‬ ‭charge-offs,‬ ‭the‬ ‭Model‬‭relies‬‭on‬‭statistical‬‭information‬‭derived‬‭from‬‭the‬‭loss‬‭experience‬‭of‬‭an‬‭index‬
‭composed‬‭of‬‭other‬‭community‬‭banks,‬‭and‬‭is‬‭largely‬‭dependent‬‭on‬‭management’s‬‭qualitative‬‭factors,‬‭which‬‭are‬‭determined‬‭based‬‭on‬
‭the‬ ‭elements‬ ‭described‬ ‭above.‬ ‭Therefore,‬ ‭the‬ ‭estimate‬ ‭is‬ ‭sensitive‬ ‭to‬ ‭the‬ ‭Model’s‬ ‭parameters‬ ‭and‬ ‭assumptions,‬ ‭and‬‭management’s‬
‭subjectivity in the assessment of the qualitative factors.‬

‭If‬ ‭management’s‬ ‭assumptions‬ ‭and‬ ‭judgments‬ ‭prove‬ ‭to‬ ‭be‬ ‭incorrect‬ ‭and‬‭the‬‭ACL‬‭is‬‭inadequate‬‭to‬‭absorb‬‭expected‬‭losses,‬‭or‬‭if‬
‭bank‬ ‭regulatory‬ ‭authorities‬ ‭require‬ ‭the‬ ‭Bank‬ ‭to‬ ‭increase‬ ‭the‬ ‭ACL‬ ‭as‬ ‭a‬ ‭part‬ ‭of‬ ‭their‬ ‭examination‬ ‭process,‬ ‭the‬‭Bank’s‬‭earnings‬‭and‬
‭capital could be significantly and adversely affected.‬

‭Note on Core Return on Average Equity and Core Return on Average Assets‬

‭In‬‭accordance‬‭with‬‭Accounting‬‭Standards‬‭Codification‬ ‭Topic‬‭321,‬‭Investments‬‭-‬‭Equity‬‭Securities‬‭,‬‭equity‬‭securities‬‭(except‬‭those‬
‭accounted‬‭for‬‭under‬‭the‬‭equity‬‭method‬‭of‬‭accounting‬‭or‬‭those‬‭that‬‭result‬‭in‬‭consolidation‬‭of‬‭the‬‭investee)‬‭are‬‭measured‬‭at‬‭fair‬‭value‬
‭with‬ ‭changes‬ ‭in‬ ‭fair‬ ‭value‬ ‭recognized‬ ‭in‬ ‭the‬ ‭Consolidated‬ ‭Statements‬ ‭of‬ ‭Net‬ ‭Income‬ ‭and‬ ‭Comprehensive‬ ‭Income,‬ ‭regardless‬ ‭of‬
‭whether‬‭such‬‭gains‬‭and‬‭losses‬‭are‬‭realized,‬‭and‬‭included‬‭in‬‭the‬‭other‬‭income‬‭(loss)‬‭category.‬ ‭This‬‭change‬‭affects‬‭the‬‭Bank’s‬‭portfolio‬
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‭of‬‭marketable‬‭equity‬‭securities,‬‭which‬‭includes‬‭common‬‭equity‬‭securities‬‭and‬‭a‬‭mutual‬‭fund‬‭which‬‭invests‬‭in‬‭securities‬‭which‬‭qualify‬
‭for‬‭the‬‭Community‬‭Reinvestment‬‭Act‬‭(“CRA”)‬‭securities‬‭test.‬ ‭This‬‭portfolio‬‭primarily‬‭includes‬‭common‬‭equity‬‭investments,‬‭which‬
‭the‬ ‭Bank‬ ‭views‬ ‭as‬ ‭long-term‬ ‭partnership‬ ‭interests‬ ‭in‬ ‭operating‬ ‭companies.‬ ‭Consequently,‬ ‭the‬ ‭Bank‬ ‭does‬ ‭not‬ ‭view‬ ‭the‬ ‭quarterly‬
‭fluctuation‬ ‭in‬ ‭market‬ ‭value‬ ‭as‬ ‭indicative‬ ‭of‬‭the‬‭change‬‭in‬‭the‬‭intrinsic‬‭value‬‭of‬‭these‬‭portfolio‬‭holdings.‬ ‭The‬‭performance‬‭of‬‭these‬
‭holdings‬ ‭should‬ ‭be‬ ‭evaluated‬ ‭on‬ ‭the‬ ‭basis‬ ‭of‬ ‭their‬ ‭contribution‬ ‭to‬ ‭growth‬ ‭in‬ ‭book‬ ‭value‬ ‭per‬ ‭share‬ ‭over‬ ‭time,‬ ‭not‬ ‭via‬ ‭quarterly‬
‭adjustments to net income.‬

‭Consistent‬ ‭with‬ ‭this‬ ‭view,‬ ‭“Management's‬ ‭Discussion‬ ‭and‬ ‭Analysis‬ ‭of‬ ‭Financial‬ ‭Condition‬ ‭and‬ ‭Results‬ ‭of‬ ‭Operations”‬
‭incorporates‬ ‭core‬ ‭net‬ ‭income,‬ ‭core‬ ‭return‬ ‭on‬ ‭average‬ ‭equity,‬ ‭and‬ ‭core‬ ‭return‬ ‭on‬ ‭average‬ ‭assets,‬ ‭which‬ ‭are‬ ‭non-U.S.‬ ‭GAAP‬
‭measurements‬‭that‬‭exclude‬‭the‬‭after-tax‬‭effect‬‭of‬‭gain‬‭(loss)‬‭on‬‭equity‬‭securities,‬‭net,‬‭both‬‭realized‬‭and‬‭unrealized.‬ ‭These‬‭disclosures‬
‭should‬ ‭not‬ ‭be‬ ‭viewed‬ ‭as‬ ‭a‬ ‭substitute‬ ‭for‬ ‭financial‬ ‭results‬ ‭determined‬ ‭in‬ ‭accordance‬ ‭with‬ ‭U.S.‬ ‭GAAP,‬ ‭nor‬ ‭are‬ ‭they‬ ‭necessarily‬
‭comparable to non-U.S. GAAP performance measures which may be presented by other companies.‬

‭The‬‭table‬‭below‬‭presents‬‭the‬‭reconciliation‬‭between‬‭net‬‭income‬‭and‬‭core‬‭net‬‭income‬‭for‬‭the‬‭three‬‭and‬‭six‬‭months‬‭ended‬‭June‬‭30,‬
‭2023 and 2024:‬

‭Three Months Ended‬
‭June 30,‬

‭Six Months Ended‬
‭June 30,‬

‭(In thousands, unaudited)‬ ‭2023‬ ‭2024‬ ‭2023‬ ‭2024‬

‭Non-U.S. GAAP reconciliation:‬
‭Net Income‬ ‭$‬ ‭8,248‬ ‭$‬ ‭4,102‬ ‭$‬ ‭16,759‬ ‭$‬ ‭10,970‬

‭(Gain) on equity securities, net‬ ‭(5,390)‬ ‭(2,464)‬ ‭(8,938)‬ ‭(8,434)‬
‭Income tax expense (1)‬ ‭1,188‬ ‭543‬ ‭1,970‬ ‭1,859‬

‭Core Net Income‬ ‭$‬ ‭4,046‬ ‭$‬ ‭2,181‬ ‭$‬ ‭9,791‬ ‭$‬ ‭4,395‬

‭(1)‬‭The‬‭equity‬‭securities‬‭are‬‭held‬‭in‬‭a‬‭tax-advantaged‬‭subsidiary‬‭corporation.‬ ‭The‬‭income‬‭tax‬‭effect‬‭of‬‭the‬‭gain‬‭on‬‭equity‬‭securities,‬
‭net, was calculated using the effective tax rate applicable to the subsidiary.‬

‭The‬‭efficiency‬‭ratio,‬‭which‬‭represents‬‭total‬‭operating‬‭expenses,‬‭divided‬‭by‬‭the‬‭sum‬‭of‬‭net‬‭interest‬‭income‬‭and‬‭total‬‭other‬‭income,‬
‭excluding‬ ‭gain‬ ‭on‬ ‭equity‬ ‭securities,‬ ‭net,‬ ‭is‬ ‭a‬ ‭non-U.S.‬ ‭GAAP‬ ‭performance‬ ‭measure‬ ‭used‬ ‭by‬ ‭management‬ ‭to‬ ‭assess‬ ‭operational‬
‭efficiency.  The table below presents the calculation of the efficiency ratio for the three and six months ended June 30, 2023 and 2024:‬

‭Three Months Ended‬
‭June 30,‬

‭Six Months Ended‬
‭June 30,‬

‭(In thousands, unaudited)‬ ‭2023‬ ‭2024‬ ‭2023‬ ‭2024‬

‭Non-U.S. GAAP efficiency ratio calculation:‬
‭Operating expenses‬ ‭$‬ ‭7,324‬ ‭$‬ ‭7,294‬ ‭$‬ ‭14,306‬ ‭$‬ ‭14,521‬

‭Net interest income‬ ‭$‬ ‭13,030‬ ‭$‬ ‭10,368‬ ‭$‬ ‭27,941‬ ‭$‬ ‭19,452‬
‭Other income‬ ‭5,668‬ ‭2,733‬ ‭9,500‬ ‭8,976‬

‭Gain on equity securities, net‬ ‭(5,390)‬ ‭(2,464)‬ ‭(8,938)‬ ‭(8,434)‬
‭Total revenue‬ ‭$‬ ‭13,308‬ ‭$‬ ‭10,637‬ ‭$‬ ‭28,503‬ ‭$‬ ‭19,994‬

‭Efficiency ratio‬ ‭55.03‬ ‭%‬ ‭68.57‬ ‭%‬ ‭50.19‬ ‭%‬ ‭72.63‬ ‭%‬

‭As‬ ‭the‬ ‭efficiency‬ ‭ratio‬ ‭can‬ ‭be‬ ‭significantly‬ ‭influenced‬ ‭by‬ ‭the‬ ‭level‬ ‭of‬ ‭net‬ ‭interest‬ ‭income,‬ ‭the‬ ‭Bank‬ ‭also‬ ‭utilizes‬ ‭annualized‬
‭operating expenses as a percentage of average assets to evaluate operational efficiency.‬

‭INTRODUCTION‬

‭Net‬‭income‬‭for‬‭the‬‭quarter‬‭ended‬‭June‬‭30,‬‭2024‬‭was‬‭$4,102,000‬‭or‬‭$1.88‬‭per‬‭share‬‭basic‬‭and‬‭diluted,‬‭as‬‭compared‬‭to‬‭$8,248,000‬
‭or‬ ‭$3.84‬ ‭per‬ ‭share‬ ‭basic‬ ‭and‬ ‭$3.76‬ ‭per‬ ‭share‬ ‭diluted‬ ‭in‬ ‭earnings‬‭for‬‭the‬‭second‬‭quarter‬‭of‬‭2023.‬ ‭The‬‭Bank’s‬‭annualized‬‭return‬‭on‬
‭average‬ ‭equity‬ ‭for‬ ‭the‬ ‭second‬ ‭quarter‬ ‭of‬ ‭2024‬‭was‬‭3.92%,‬‭and‬‭the‬‭annualized‬‭return‬‭on‬‭average‬‭assets‬‭was‬‭0.38%,‬‭as‬‭compared‬‭to‬
‭8.27%‬ ‭and‬ ‭0.80%‬ ‭for‬ ‭the‬ ‭same‬ ‭period‬ ‭in‬ ‭2023.‬ ‭Core‬ ‭net‬ ‭income‬ ‭for‬ ‭the‬ ‭second‬ ‭quarter‬ ‭of‬ ‭2024,‬ ‭which‬ ‭represents‬ ‭net‬ ‭income‬
‭excluding‬ ‭the‬ ‭after-tax‬‭gain‬‭on‬‭equity‬‭securities,‬‭both‬‭realized‬‭and‬‭unrealized,‬‭was‬‭$2,181,000‬‭or‬‭$1.00‬‭per‬‭share‬‭basic‬‭and‬‭diluted,‬
‭representing‬ ‭an‬‭annualized‬‭core‬‭return‬‭on‬‭average‬‭equity‬‭of‬‭2.08%‬‭and‬‭an‬‭annualized‬‭core‬‭return‬‭on‬‭average‬‭assets‬‭of‬‭0.20%.‬ ‭This‬
‭compares‬ ‭to‬ ‭core‬ ‭net‬ ‭income‬ ‭of‬ ‭$4,046,000‬ ‭or‬ ‭$1.88‬ ‭per‬ ‭share‬ ‭basic‬ ‭and‬ ‭$1.85‬ ‭per‬‭share‬‭diluted,‬‭representing‬‭an‬‭annualized‬‭core‬
‭return on average equity of 4.06% and an annualized core return on average assets of 0.39% for the same period in 2023.‬

‭Net‬ ‭income‬ ‭for‬ ‭the‬ ‭six‬ ‭months‬ ‭ended‬ ‭June‬ ‭30,‬ ‭2024‬ ‭was‬ ‭$10,970,000‬ ‭or‬‭$5.04‬‭per‬‭share‬‭basic‬‭and‬‭$5.01‬‭per‬‭share‬‭diluted‬‭as‬
‭compared‬‭to‬‭$16,759,000‬‭or‬‭$7.80‬‭per‬‭share‬‭basic‬‭and‬‭$7.63‬‭per‬‭share‬‭diluted‬‭for‬‭the‬‭same‬‭period‬‭last‬‭year.‬ ‭The‬‭Bank’s‬‭annualized‬
‭return‬ ‭on‬ ‭average‬ ‭equity‬ ‭for‬ ‭the‬ ‭first‬ ‭six‬ ‭months‬ ‭of‬ ‭2024‬ ‭was‬ ‭5.27%,‬ ‭and‬ ‭the‬ ‭annualized‬ ‭return‬ ‭on‬ ‭average‬ ‭assets‬‭was‬‭0.50%,‬‭as‬
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‭compared‬ ‭to‬ ‭8.47%‬ ‭and‬ ‭0.81%‬ ‭for‬ ‭the‬ ‭same‬ ‭period‬ ‭in‬ ‭2023.‬ ‭Excluding‬ ‭the‬ ‭after-tax‬ ‭gain‬ ‭on‬ ‭equity‬ ‭securities,‬ ‭both‬ ‭realized‬‭and‬
‭unrealized,‬ ‭core‬ ‭net‬ ‭income‬ ‭for‬ ‭the‬ ‭six‬ ‭months‬ ‭ended‬ ‭June‬ ‭30,‬ ‭2024‬ ‭was‬‭$4,395,000‬‭or‬‭$2.02‬‭per‬‭share‬‭basic‬‭and‬‭$2.01‬‭per‬‭share‬
‭diluted,‬‭representing‬‭an‬‭annualized‬‭core‬‭return‬‭on‬‭average‬‭equity‬‭of‬‭2.11%‬‭and‬‭an‬‭annualized‬‭core‬‭return‬‭on‬‭average‬‭assets‬‭of‬‭0.20%.‬
‭This‬‭compares‬‭to‬‭core‬‭net‬‭income‬‭of‬‭$9,791,000‬‭or‬‭$4.56‬‭per‬‭share‬‭basic‬‭and‬‭$4.46‬‭per‬‭share‬‭diluted,‬‭representing‬‭an‬‭annualized‬‭core‬
‭return on average equity of 4.95% and an annualized core return on average assets of 0.47% for the same period in 2023.‬

‭The‬ ‭net‬‭interest‬‭margin‬‭for‬‭the‬‭second‬‭quarter‬‭of‬‭2024‬‭decreased‬‭32‬‭basis‬‭points‬‭to‬‭0.96%,‬‭as‬‭compared‬‭to‬‭1.28%‬‭for‬‭the‬‭same‬
‭period‬‭in‬‭2023.‬ ‭The‬‭Bank‬‭experienced‬‭a‬‭substantial‬‭increase‬‭in‬‭the‬‭cost‬‭of‬‭interest-bearing‬‭liabilities‬‭when‬‭compared‬‭to‬‭the‬‭prior‬‭year.‬
‭This‬ ‭was‬ ‭driven‬ ‭primarily‬ ‭by‬ ‭the‬ ‭repricing‬ ‭of‬‭the‬‭Bank’s‬‭wholesale‬‭borrowings,‬‭wholesale‬‭deposits‬‭and‬‭higher‬‭rates‬‭on‬‭the‬‭Bank’s‬
‭retail‬ ‭and‬ ‭commercial‬ ‭deposits.‬ ‭During‬ ‭this‬ ‭period,‬ ‭the‬ ‭increase‬ ‭in‬ ‭the‬ ‭cost‬ ‭of‬ ‭funds‬ ‭was‬ ‭partially‬ ‭offset‬ ‭by‬ ‭a‬ ‭higher‬ ‭yield‬ ‭on‬
‭interest-earning‬ ‭assets,‬ ‭driven‬ ‭primarily‬ ‭by‬ ‭an‬ ‭increase‬ ‭in‬ ‭the‬ ‭interest‬ ‭on‬ ‭reserves‬ ‭held‬ ‭at‬ ‭the‬ ‭Federal‬ ‭Reserve‬ ‭Bank‬ ‭of‬ ‭Boston‬
‭(“FRBB”), a higher Federal Home Loan Bank of Boston (“FHLB”) stock dividend and an increase in the yield on loans.‬

‭The‬‭net‬‭interest‬‭margin‬‭for‬‭the‬‭six‬‭months‬‭ended‬‭June‬‭30,‬‭2024‬‭decreased‬‭46‬‭basis‬‭points‬‭to‬‭0.91%,‬‭as‬‭compared‬‭to‬‭1.37%‬‭for‬‭the‬
‭same‬ ‭period‬ ‭last‬ ‭year.‬ ‭The‬ ‭Bank‬ ‭experienced‬‭a‬‭substantial‬‭increase‬‭in‬‭the‬‭cost‬‭of‬‭interest-bearing‬‭liabilities‬‭when‬‭compared‬‭to‬‭the‬
‭prior‬‭year.‬ ‭This‬‭was‬‭driven‬‭primarily‬‭by‬‭the‬‭repricing‬‭of‬‭the‬‭Bank’s‬‭wholesale‬‭borrowings,‬‭wholesale‬‭deposits‬‭and‬‭higher‬‭rates‬‭on‬‭the‬
‭Bank’s‬‭retail‬‭and‬‭commercial‬‭deposits.‬ ‭During‬‭this‬‭period,‬‭the‬‭increase‬‭in‬‭the‬‭cost‬‭of‬‭funds‬‭was‬‭partially‬‭offset‬‭by‬‭a‬‭higher‬‭yield‬‭on‬
‭interest-earning‬‭assets,‬‭driven‬‭primarily‬‭by‬‭an‬‭increase‬‭in‬‭the‬‭interest‬‭on‬‭reserves‬‭held‬‭at‬‭the‬‭FRBB,‬‭a‬‭higher‬‭FHLB‬‭stock‬‭dividend‬‭and‬
‭an increase in the yield on loans.‬

‭Total‬ ‭assets‬ ‭increased‬ ‭by‬ ‭$36.8‬ ‭million‬ ‭from‬ ‭December‬ ‭31,‬ ‭2023‬ ‭and‬ ‭$210.0‬ ‭million‬ ‭from‬ ‭June‬ ‭30,‬ ‭2023,‬ ‭representing‬ ‭2%‬
‭annualized‬‭growth‬‭year-to-date‬‭and‬‭5%‬‭growth‬‭from‬‭June‬‭30,‬‭2023.‬ ‭Net‬‭loans‬‭increased‬‭by‬‭$19.2‬‭million‬‭from‬‭December‬‭31,‬‭2023‬
‭and‬‭$171.8‬‭million‬‭from‬‭June‬‭30,‬‭2023,‬‭representing‬‭1%‬‭annualized‬‭growth‬‭year-to-date‬‭and‬‭5%‬‭growth‬‭from‬‭June‬‭30,‬‭2023.‬ ‭Total‬
‭deposits,‬‭including‬‭wholesale‬‭deposits,‬‭increased‬‭to‬‭$2.418‬‭billion‬‭at‬‭June‬‭30,‬‭2024,‬‭representing‬‭6%‬‭annualized‬‭growth‬‭year-to-date‬
‭and‬‭relatively‬‭stable‬‭from‬‭June‬‭30,‬‭2023.‬ ‭Total‬‭retail‬‭and‬‭business‬‭deposits‬‭increased‬‭to‬‭$1.921‬‭billion‬‭at‬‭June‬‭30,‬‭2024,‬‭representing‬
‭6%‬ ‭annualized‬ ‭growth‬ ‭year-to-date‬ ‭and‬ ‭relatively‬ ‭stable‬ ‭from‬ ‭June‬ ‭30,‬ ‭2023.‬ ‭Non-interest-bearing‬‭deposits,‬‭included‬‭in‬‭retail‬‭and‬
‭business‬‭deposits,‬‭increased‬‭to‬‭$343.3‬‭million‬‭at‬‭June‬‭30,‬‭2024,‬‭representing‬‭a‬‭2%‬‭annualized‬‭growth‬‭year-to-date‬‭and‬‭a‬‭6%‬‭decline‬
‭from‬‭June‬‭30,‬‭2023.‬ ‭In‬‭the‬‭first‬‭six‬‭months‬‭of‬‭2024,‬‭the‬‭Bank‬‭continued‬‭to‬‭focus‬‭on‬‭developing‬‭and‬‭deepening‬‭deposit‬‭relationships‬
‭with‬ ‭new‬ ‭and‬ ‭existing‬ ‭commercial‬ ‭and‬‭non-profit‬‭customers,‬‭retaining‬‭maturing‬‭time‬‭deposit‬‭balances,‬‭and‬‭managing‬‭its‬‭wholesale‬
‭funding‬‭mix‬‭between‬‭wholesale‬‭time‬‭deposits‬‭and‬‭FHLB‬‭advances‬‭in‬‭order‬‭to‬‭mitigate‬‭the‬‭negative‬‭impact‬‭of‬‭elevated‬‭short‬‭term‬‭rates‬
‭in the cost of funds.‬

‭Stockholders’‬‭equity‬‭increased‬‭to‬‭$417.2‬‭million‬‭as‬‭of‬‭June‬‭30,‬‭2024,‬‭representing‬‭5%‬‭annualized‬‭growth‬‭year-to-date‬‭and‬‭a‬‭4%‬
‭increase‬ ‭from‬ ‭June‬ ‭30,‬ ‭2023.‬ ‭Book‬ ‭value‬ ‭per‬ ‭share‬ ‭increased‬ ‭to‬ ‭$191.34‬ ‭per‬ ‭share‬ ‭at‬ ‭June‬ ‭30,‬ ‭2024,‬ ‭from‬ ‭$188.50‬ ‭per‬ ‭share‬‭at‬
‭December 31, 2023 and $185.94 per share at June 30, 2023.  Since June 30, 2023, the Bank declared dividends of $2.52 per share.‬

‭Key‬ ‭credit‬ ‭and‬ ‭operational‬ ‭metrics‬ ‭remained‬ ‭strong‬ ‭in‬ ‭the‬ ‭second‬ ‭quarter‬ ‭of‬ ‭2024.‬ ‭At‬ ‭June‬ ‭30,‬ ‭2024,‬‭non-performing‬‭assets‬
‭totaled‬‭0.04%‬‭of‬‭total‬‭assets,‬‭compared‬‭with‬‭0.03%‬‭at‬‭December‬‭31,‬‭2023‬‭and‬‭0.00%‬‭at‬‭June‬‭30,‬‭2023.‬ ‭Non-performing‬‭loans‬‭as‬‭a‬
‭percentage‬‭of‬‭the‬‭total‬‭loan‬‭portfolio‬‭totaled‬‭0.04%‬‭at‬‭June‬‭30,‬‭2024,‬‭as‬‭compared‬‭to‬‭0.04%‬‭at‬‭December‬‭31,‬‭2023‬‭and‬‭0.00%‬‭at‬‭June‬
‭30, 2023.‬

‭The‬‭efficiency‬‭ratio,‬‭which‬‭represents‬‭total‬‭operating‬‭expenses,‬‭divided‬‭by‬‭the‬‭sum‬‭of‬‭net‬‭interest‬‭income‬‭and‬‭total‬‭other‬‭income,‬
‭excluding‬ ‭gain‬ ‭on‬ ‭equity‬ ‭securities,‬ ‭net,‬ ‭increased‬ ‭to‬ ‭68.57%‬ ‭for‬ ‭the‬ ‭second‬ ‭quarter‬ ‭of‬ ‭2024,‬‭as‬‭compared‬‭to‬‭55.03%‬‭in‬‭the‬‭same‬
‭period‬‭last‬‭year.‬ ‭Operating‬‭expenses‬‭(annualized)‬‭as‬‭a‬‭percentage‬‭of‬‭average‬‭assets‬‭fell‬‭to‬‭0.67%‬‭for‬‭the‬‭second‬‭quarter‬‭of‬‭2024,‬‭as‬
‭compared‬ ‭to‬‭0.71%‬‭for‬‭the‬‭same‬‭period‬‭last‬‭year.‬ ‭As‬‭the‬‭efficiency‬‭ratio‬‭can‬‭be‬‭significantly‬‭influenced‬‭by‬‭the‬‭level‬‭of‬‭net‬‭interest‬
‭income,‬‭the‬‭Bank‬‭utilizes‬‭these‬‭paired‬‭figures‬‭together‬‭to‬‭assess‬‭its‬‭operational‬‭efficiency‬‭over‬‭time.‬ ‭During‬‭periods‬‭of‬‭significant‬‭net‬
‭interest‬ ‭income‬ ‭volatility,‬ ‭the‬ ‭efficiency‬‭ratio‬‭in‬‭isolation‬‭may‬‭over‬‭or‬‭understate‬‭the‬‭underlying‬‭operational‬‭efficiency‬‭of‬‭the‬‭Bank.‬
‭The‬‭Bank‬‭remains‬‭focused‬‭on‬‭reducing‬‭waste‬‭through‬‭an‬‭ongoing‬‭process‬‭of‬‭continuous‬‭improvement‬‭and‬‭standard‬‭work‬‭that‬‭supports‬
‭operational leverage.  These figures reflect the Bank’s continued focus on credit quality and disciplined expense management.‬

‭The Bank continues to exceed all of the minimum regulatory capital requirements.‬
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‭RESULTS OF OPERATIONS‬
‭COMPARISON OF THE THREE MONTHS ENDED JUNE 30, 2024 AND 2023‬

‭General‬
‭The‬ ‭Bank‬ ‭reported‬ ‭net‬ ‭income‬‭of‬‭$4.1‬‭million‬‭for‬‭the‬‭quarter‬‭ended‬‭June‬‭30,‬‭2024‬‭as‬‭compared‬‭to‬‭$8.2‬‭million‬‭for‬‭the‬‭quarter‬

‭ended‬‭June‬‭30,‬‭2023.‬ ‭Net‬‭income‬‭was‬‭$1.88‬‭per‬‭share‬‭basic‬‭and‬‭diluted‬‭for‬‭the‬‭quarter‬‭ended‬‭June‬‭30,‬‭2024‬‭as‬‭compared‬‭to‬‭$3.84‬‭per‬
‭share‬ ‭basic‬‭and‬‭$3.76‬‭per‬‭share‬‭diluted‬‭for‬‭the‬‭same‬‭period‬‭in‬‭2023.‬ ‭Earnings‬‭for‬‭the‬‭quarter‬‭ended‬‭June‬‭30,‬‭2024‬‭were‬‭negatively‬
‭impacted‬ ‭by‬ ‭a‬ ‭decrease‬ ‭of‬ ‭$2.7‬ ‭million‬ ‭in‬ ‭net‬ ‭interest‬ ‭income‬‭and‬‭a‬‭decrease‬‭of‬‭$2.9‬‭million‬‭in‬‭other‬‭income,‬‭partially‬‭offset‬‭by‬‭a‬
‭$270,000‬‭decrease‬‭in‬‭the‬‭provision‬‭for‬‭credit‬‭losses,‬‭a‬‭decrease‬‭of‬‭$1.2‬‭million‬‭in‬‭the‬‭income‬‭tax‬‭provision‬‭and‬‭a‬‭$30,000‬‭decrease‬‭in‬
‭operating‬ ‭expenses.‬ ‭The‬ ‭Bank’s‬ ‭annualized‬ ‭return‬ ‭on‬ ‭average‬ ‭equity‬ ‭for‬ ‭the‬ ‭quarter‬ ‭ended‬ ‭June‬ ‭30,‬ ‭2024‬ ‭was‬ ‭3.92%,‬ ‭and‬ ‭the‬
‭annualized return on average assets was 0.38%, compared to 8.27% and 0.80%, respectively, for the same period in 2023.‬

‭Core‬ ‭net‬ ‭income‬ ‭for‬ ‭the‬ ‭second‬‭quarter‬‭of‬‭2024,‬‭which‬‭represents‬‭net‬‭income‬‭excluding‬‭the‬‭after-tax‬‭gain‬‭on‬‭equity‬‭securities,‬
‭both‬‭realized‬‭and‬‭unrealized,‬‭was‬‭$2.2‬‭million‬‭or‬‭$1.00‬‭per‬‭share‬‭basic‬‭and‬‭diluted,‬‭representing‬‭an‬‭annualized‬‭core‬‭return‬‭on‬‭average‬
‭equity‬‭of‬‭2.08%‬‭and‬‭an‬‭annualized‬‭core‬‭return‬‭on‬‭average‬‭assets‬‭of‬‭0.20%.‬ ‭This‬‭compares‬‭to‬‭core‬‭net‬‭income‬‭of‬‭$4.0‬‭million‬‭or‬‭$1.88‬
‭per‬‭share‬‭basic‬‭and‬‭$1.85‬‭per‬‭share‬‭diluted,‬‭representing‬‭an‬‭annualized‬‭core‬‭return‬‭on‬‭average‬‭equity‬‭of‬ ‭4.06%‬‭and‬‭an‬‭annualized‬‭core‬
‭return on average assets of 0.39% for the same period in 2023.‬

‭Net Interest Income‬
‭Net‬‭interest‬‭income‬‭was‬‭$10.4‬‭million‬‭for‬‭the‬‭second‬‭quarter‬‭of‬‭2024‬‭and‬‭$13.0‬‭million‬‭for‬‭the‬‭second‬‭quarter‬‭of‬‭2023.‬ ‭The‬‭$2.7‬

‭million‬ ‭decrease‬ ‭was‬ ‭due‬ ‭to‬ ‭a‬ ‭41‬ ‭basis‬ ‭point‬ ‭decrease‬ ‭in‬ ‭the‬‭weighted‬‭average‬‭spread,‬‭partially‬‭offset‬‭by‬‭a‬‭$227.7‬‭million,‬‭or‬‭6%,‬
‭increase‬‭in‬‭average‬‭interest-earning‬‭assets‬‭in‬‭the‬‭three‬‭months‬‭ended‬‭June‬‭30,‬‭2024,‬‭as‬‭compared‬‭to‬‭the‬‭same‬‭period‬‭in‬‭2023.‬ ‭For‬‭the‬
‭quarter‬‭ended‬‭June‬‭30,‬‭2024,‬‭the‬‭weighted‬‭average‬‭rate‬‭spread‬‭and‬‭net‬‭interest‬‭margin‬‭were‬‭0.25%‬‭and‬‭0.96%,‬‭respectively,‬‭compared‬
‭to‬ ‭0.66%‬ ‭and‬ ‭1.28%,‬ ‭respectively,‬ ‭for‬ ‭the‬ ‭quarter‬ ‭ended‬ ‭June‬ ‭30,‬ ‭2023.‬ ‭Average‬ ‭interest-bearing‬ ‭liabilities‬ ‭increased‬ ‭by‬ ‭$238.1‬
‭million, or 7% and the rate paid on interest-bearing liabilities increased by 85 basis points during the same period.‬

‭In‬ ‭early‬ ‭2022,‬ ‭after‬‭a‬‭sustained‬‭period‬‭of‬‭lower‬‭short‬‭term‬‭market‬‭rates,‬‭the‬‭average‬‭rate‬‭on‬‭interest-bearing‬‭liabilities‬‭began‬‭to‬
‭move‬‭up‬‭sharply‬‭following‬‭the‬‭increase‬‭in‬‭short‬‭term‬‭market‬‭interest‬‭rates.‬ ‭This‬‭trend,‬‭which‬‭accelerated‬‭in‬‭the‬‭second‬‭half‬‭of‬‭2022‬
‭and‬ ‭in‬‭2023,‬‭began‬‭to‬‭abate‬‭in‬‭2024.‬ ‭The‬‭higher‬‭average‬‭rate‬‭on‬‭interest-bearing‬‭liabilities‬‭was‬‭partially‬‭offset‬‭by‬‭a‬‭higher‬‭average‬
‭yield‬‭on‬‭interest-earning‬‭assets,‬‭driven‬‭primarily‬‭by‬‭an‬‭increase‬‭in‬‭the‬‭yield‬‭on‬‭loans‬‭and‬‭an‬‭increase‬‭in‬‭the‬‭interest‬‭on‬‭reserves‬‭held‬‭at‬
‭the‬‭FRBB.‬ ‭This‬‭resulted‬‭in‬‭a‬‭significantly‬‭lower‬‭net‬‭interest‬‭margin‬‭in‬‭the‬‭three‬‭months‬‭ended‬‭June‬‭30,‬‭2024,‬‭as‬‭compared‬‭to‬‭the‬‭same‬
‭period in 2023.‬

‭Interest‬ ‭and‬ ‭dividend‬ ‭income‬ ‭increased‬ ‭by‬ ‭$7.1‬ ‭million‬ ‭to‬‭$49.0‬‭million‬‭for‬‭the‬‭second‬‭quarter‬‭of‬‭2024,‬‭as‬‭compared‬‭to‬‭$42.0‬
‭million‬ ‭for‬ ‭the‬‭second‬‭quarter‬‭of‬‭2023,‬‭driven‬‭by‬‭the‬‭increase‬‭in‬‭average‬‭interest-earning‬‭assets‬‭discussed‬‭above.‬‭The‬‭yield‬‭on‬‭total‬
‭interest-earning assets was 4.56% for the quarter ended June 30, 2024, as compared to 4.12% for the quarter ended June 30, 2023.‬

‭Interest‬ ‭income‬ ‭on‬‭loans‬‭increased‬‭by‬‭$6.9‬‭million‬‭when‬‭comparing‬‭the‬‭two‬‭periods,‬‭primarily‬‭resulting‬‭from‬‭a‬‭7%‬‭increase‬‭in‬
‭average‬‭loan‬‭balances,‬‭combined‬‭with‬‭a‬‭43‬‭basis‬‭point‬‭increase‬‭in‬‭yield.‬ ‭The‬‭increase‬‭in‬‭yield‬‭was‬‭driven‬‭primarily‬‭by‬‭a‬‭higher‬‭yield‬
‭on‬‭loans,‬‭reflecting‬‭both‬‭an‬‭increase‬‭in‬‭average‬‭loan‬‭rate‬‭-‬‭as‬‭the‬‭Bank‬‭continued‬‭to‬‭originate‬‭loans‬‭at‬‭higher‬‭rates‬‭and‬‭reprice‬‭existing‬
‭loans, as well as higher loan fees.‬

‭Securities‬‭and‬‭short-term‬‭investments,‬‭which‬‭include‬‭the‬‭Bank’s‬‭cash‬‭holdings‬‭at‬‭the‬‭FRBB,‬‭accounted‬‭for‬‭7%‬‭of‬‭the‬‭total‬‭average‬
‭interest-earning‬‭assets‬‭for‬‭the‬‭quarter‬‭ended‬‭June‬‭30,‬‭2024‬‭compared‬‭to‬‭9%‬‭for‬‭the‬‭quarter‬‭ended‬‭June‬‭30,‬‭2023,‬‭as‬‭the‬‭Bank‬‭continued‬
‭to‬‭manage‬‭its‬‭balance‬‭sheet‬‭to‬‭reduce‬‭the‬‭carrying‬‭cost‬‭of‬‭its‬‭on-balance‬‭sheet‬‭liquidity.‬ ‭This‬‭was‬‭partially‬‭offset‬‭by‬‭an‬‭increase‬‭in‬‭the‬
‭fair‬‭value‬‭of‬‭the‬‭Bank’s‬‭equity‬‭securities‬‭portfolio‬‭when‬‭compared‬‭to‬‭the‬‭prior‬‭year.‬ ‭Combined‬‭income‬‭for‬‭these‬‭categories‬‭increased‬
‭by‬‭$146,000‬‭when‬‭comparing‬‭the‬‭two‬‭periods,‬‭primarily‬‭due‬‭to‬‭higher‬‭average‬‭yields,‬‭partially‬‭offset‬‭by‬‭a‬‭$26.7‬‭million‬‭decrease‬‭in‬
‭combined‬‭average‬‭balances.‬ ‭The‬‭decrease‬‭in‬‭the‬‭Bank's‬‭cash‬‭held‬‭at‬‭the‬‭FRBB‬‭as‬‭a‬‭percentage‬‭of‬‭interest-earning‬‭assets‬‭was‬‭partially‬
‭offset‬ ‭by‬ ‭a‬ ‭higher‬ ‭interest‬ ‭rate‬ ‭paid‬ ‭on‬ ‭excess‬ ‭reserves.‬ ‭Also,‬ ‭the‬ ‭dividend‬ ‭on‬‭the‬‭Bank’s‬‭stock‬‭investment‬‭at‬‭the‬‭FHLB‬‭increased‬
‭during the period, driven by a larger average balance of FHLB stock and a higher dividend yield.‬

‭The‬‭average‬‭rate‬‭on‬‭interest-bearing‬‭liabilities‬‭increased‬‭to‬‭4.31%‬‭for‬‭the‬‭second‬‭quarter‬‭of‬‭2024‬‭from‬‭3.46%‬‭for‬‭the‬‭comparable‬
‭quarter‬‭of‬‭2023.‬ ‭Total‬‭interest‬‭expense‬‭increased‬‭by‬‭$9.7‬‭million‬‭when‬‭comparing‬‭the‬‭quarters‬‭ended‬‭June‬‭30,‬‭2024‬‭and‬‭2023‬‭due‬‭to‬
‭higher interest rates on deposits and borrowings, combined with higher aggregate average balances.‬

‭Interest‬‭expense‬‭on‬‭deposits‬‭for‬‭the‬‭second‬‭quarter‬‭of‬‭2024‬‭increased‬‭by‬‭$5.3‬‭million‬‭over‬‭the‬‭same‬‭period‬‭in‬‭2023,‬‭due‬‭to‬‭a‬‭106‬
‭basis‬‭point‬‭increase‬‭in‬‭the‬‭weighted‬‭average‬‭rate,‬‭partially‬‭offset‬‭by‬‭a‬‭decrease‬‭of‬‭$46.8‬‭million‬‭in‬‭average‬‭interest-bearing‬‭deposits.‬
‭After‬‭a‬‭sustained‬‭period‬‭of‬‭historically‬‭low‬‭short‬‭term‬‭rates,‬‭beginning‬‭in‬‭early‬‭2022‬‭the‬‭Bank‬‭observed‬‭rising‬‭market‬‭pricing‬‭for‬‭term‬
‭deposits,‬ ‭money‬ ‭market‬ ‭accounts,‬ ‭and‬ ‭wholesale‬ ‭funds.‬ ‭This‬‭trend,‬‭which‬‭was‬‭sustained‬‭during‬‭2022‬‭and‬‭2023,‬‭began‬‭to‬‭abate‬‭in‬
‭2024.‬‭The‬‭Bank‬‭continued‬‭to‬‭manage‬‭core‬‭product‬‭rates,‬‭implemented‬‭special‬‭offerings,‬‭and‬‭continued‬‭to‬‭use‬‭wholesale‬‭time‬‭deposits‬
‭to remain competitive while balancing cost versus growth.‬

‭Interest‬‭expense‬‭on‬‭borrowed‬‭funds‬‭for‬‭the‬‭second‬‭quarter‬‭of‬‭2024‬‭increased‬‭by‬‭$4.4‬‭million‬‭as‬‭compared‬‭to‬‭the‬‭same‬‭quarter‬‭in‬
‭2023,‬ ‭primarily‬ ‭due‬ ‭to‬ ‭a‬ ‭38‬ ‭basis‬ ‭point‬ ‭increase‬ ‭in‬‭the‬‭weighted‬‭average‬‭rate,‬‭combined‬‭with‬‭a‬‭$284.9‬‭million‬‭increase‬‭in‬‭average‬
‭balances.‬ ‭The‬‭increase‬‭in‬‭the‬‭FHLB‬‭borrowings‬‭rate‬‭was‬‭primarily‬‭driven‬‭by‬‭the‬‭higher‬‭short-term‬‭market‬‭rates,‬‭partially‬‭offset‬‭by‬‭the‬
‭higher‬‭average‬‭balance‬‭of‬‭lower‬‭rate‬‭FHLB‬‭HLB-Option‬‭advances‬‭in‬‭the‬‭second‬‭quarter‬‭of‬‭2024‬‭as‬‭compared‬‭to‬‭the‬‭same‬‭period‬‭in‬
‭2023.‬ ‭The‬ ‭FHLB‬ ‭provides‬ ‭an‬ ‭explanation‬ ‭of‬ ‭HLB-Option‬ ‭Advances‬ ‭on‬‭its‬‭website‬‭under‬‭the‬‭“Products”‬‭section‬‭that‬‭explains‬‭the‬
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‭features of this product.‬

‭The following tables detail components of net interest income and yields/rates on daily average earning assets/liabilities.‬

‭Three Months Ended June 30,‬
‭2023‬ ‭2024‬

‭AVERAGE‬
‭BALANCE(8)‬ ‭INTEREST‬

‭YIELD/‬
‭RATE (9)‬

‭AVERAGE‬
‭BALANCE(8)‬ ‭INTEREST‬

‭YIELD/‬
‭RATE (9)‬

‭(In Thousands)‬

‭Loans (1) (2)‬ ‭$‬ ‭3,725,717‬ ‭$‬ ‭37,806‬ ‭4.06‬‭%‬ ‭$‬ ‭3,980,111‬ ‭$‬ ‭44,665‬ ‭4.49‬‭%‬
‭Securities (3) (4)‬ ‭103,153‬ ‭1,077‬ ‭4.18‬ ‭119,477‬ ‭1,638‬ ‭5.48‬
‭Federal Reserve and other short-term investments‬ ‭245,426‬ ‭3,106‬ ‭5.06‬ ‭202,379‬ ‭2,745‬ ‭5.43‬

‭Total interest-earning assets‬ ‭4,074,296‬ ‭41,989‬ ‭4.12‬ ‭4,301,967‬ ‭49,048‬ ‭4.56‬
‭Other assets‬ ‭56,658‬ ‭66,218‬

‭Total assets‬ ‭$‬ ‭4,130,954‬ ‭$‬ ‭4,368,185‬

‭Interest-bearing deposits (5)‬ ‭$‬ ‭2,196,558‬ ‭16,808‬ ‭3.06‬ ‭$‬ ‭2,149,753‬ ‭22,141‬ ‭4.12‬
‭Borrowed funds‬ ‭1,152,473‬ ‭12,151‬ ‭4.22‬ ‭1,437,335‬ ‭16,539‬ ‭4.60‬

‭Total interest-bearing liabilities‬ ‭3,349,031‬ ‭28,959‬ ‭3.46‬ ‭3,587,088‬ ‭38,680‬ ‭4.31‬
‭Demand deposits‬ ‭371,262‬ ‭346,663‬
‭Other liabilities‬ ‭11,636‬ ‭15,503‬

‭Total liabilities‬ ‭3,731,929‬ ‭3,949,254‬
‭Stockholders’ equity‬ ‭399,025‬ ‭418,931‬

‭Total liabilities and stockholders’ equity‬ ‭$‬ ‭4,130,954‬ ‭$‬ ‭4,368,185‬
‭Net interest income‬ ‭$‬ ‭13,030‬ ‭$‬ ‭10,368‬

‭Weighted average spread‬ ‭0.66‬‭%‬ ‭0.25‬‭%‬

‭Net interest margin (6)‬ ‭1.28‬‭%‬ ‭0.96‬‭%‬

‭Average interest-earning assets to average‬
‭interest-bearing liabilities (7)‬ ‭121.66‬ ‭%‬ ‭119.93‬‭%‬

‭(1)‬ ‭Before allowance for credit losses.‬
‭(2)‬ ‭Includes average non-accrual loans.‬
‭(3)‬ ‭Excludes the impact of the average net unrealized gain or loss on securities.‬
‭(4)‬ ‭Includes Federal Home Loan Bank stock.‬
‭(5)‬ ‭Includes mortgagors' escrow accounts.‬
‭(6)‬ ‭Net interest income divided by average total interest-earning assets.‬
‭(7)‬ ‭Total interest-earning assets divided by total interest-bearing liabilities.‬
‭(8)‬ ‭Average balances are calculated on a daily basis.‬
‭(9)‬ ‭Annualized.‬

‭The‬‭following‬‭table‬‭presents‬‭information‬‭regarding‬‭changes‬‭in‬‭interest‬‭and‬‭dividend‬‭income‬‭and‬‭interest‬‭expense‬‭of‬‭the‬‭Bank‬‭for‬
‭the‬‭periods‬‭indicated.‬ ‭For‬‭each‬‭category,‬‭information‬‭is‬‭provided‬‭with‬‭respect‬‭to‬‭the‬‭change‬‭attributable‬‭to‬‭volume‬‭(change‬‭in‬‭volume‬
‭multiplied‬‭by‬‭old‬‭rate)‬‭and‬‭the‬‭change‬‭in‬‭rate‬‭(change‬‭in‬‭rate‬‭multiplied‬‭by‬‭old‬‭volume).‬ ‭The‬‭change‬‭attributable‬‭to‬‭both‬‭volume‬‭and‬
‭rate is allocated proportionally to the change due to volume and rate.‬

‭Three Months Ended June 30, 2024‬
‭Compared to the Three Months Ended June 30, 2023‬

‭Increase (Decrease)‬
‭Due to‬

‭Volume‬ ‭Rate‬ ‭Total‬
‭(In Thousands)‬

‭Interest and dividend income:‬
‭Loans‬ ‭$‬ ‭2,689‬ ‭$‬ ‭4,170‬ ‭$‬ ‭6,859‬
‭Securities and FHLB stock‬ ‭188‬ ‭373‬ ‭561‬
‭Federal Reserve and other short-term investments‬ ‭(573)‬ ‭212‬ ‭(361)‬

‭Total interest and dividend income‬ ‭2,304‬ ‭4,755‬ ‭7,059‬
‭Interest expense:‬
‭Deposits‬ ‭(365)‬ ‭5,698‬ ‭5,333‬
‭Borrowed funds‬ ‭3,204‬ ‭1,184‬ ‭4,388‬

‭Total interest expense‬ ‭2,839‬ ‭6,882‬ ‭9,721‬
‭Net interest income‬ ‭$‬ ‭(535)‬ ‭$‬ ‭(2,127)‬ ‭$‬ ‭(2,662)‬
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‭Provision for Credit Losses‬
‭On‬‭January‬‭1,‬‭2023,‬‭the‬‭Bank‬‭adopted‬‭ASU‬‭2016-13.‬ ‭The‬‭Bank‬‭determined‬‭that‬‭a‬‭$545,000‬‭adjustment‬‭to‬‭increase‬‭the‬‭allowance‬

‭for‬‭credit‬‭losses‬‭and‬‭no‬‭reserve‬‭for‬‭unfunded‬‭commitments‬‭was‬‭required‬‭upon‬‭adoption.‬‭Refer‬‭to‬‭Note‬‭1‬‭to‬‭the‬‭accompanying‬‭interim‬
‭consolidated financial statements included in Item 1. “Financial Statements” elsewhere in this report.‬

‭At‬‭June‬‭30,‬‭2024,‬‭management's‬‭review‬‭of‬‭the‬‭allowance‬‭for‬‭credit‬‭losses‬‭concluded‬‭that‬‭a‬‭balance‬‭of‬‭$26.9‬‭million‬‭was‬‭adequate‬
‭to‬ ‭provide‬‭for‬‭losses‬‭based‬‭upon‬‭evaluation‬‭of‬‭risk‬‭in‬‭the‬‭loan‬‭portfolio.‬ ‭During‬‭the‬‭second‬‭quarter‬‭of‬‭2024,‬‭management‬‭provided‬
‭$180,000‬ ‭to‬ ‭achieve‬ ‭such‬ ‭an‬ ‭allowance‬ ‭for‬ ‭credit‬ ‭loss‬ ‭balance‬ ‭at‬ ‭June‬ ‭30,‬ ‭2024.‬ ‭Comparably,‬ ‭at‬ ‭June‬ ‭30,‬ ‭2023,‬ ‭management’s‬
‭evaluation‬ ‭of‬ ‭the‬ ‭balance‬ ‭of‬ ‭the‬ ‭allowance‬ ‭for‬ ‭loan‬‭losses‬‭indicated‬‭the‬‭need‬‭for‬‭a‬‭quarterly‬‭provision‬‭of‬‭$450,000.‬ ‭Credit‬‭quality‬
‭remained‬‭strong‬‭with‬‭no‬‭delinquent‬‭or‬‭non‬‭performing‬‭commercial‬‭real‬‭estate‬‭loans‬‭as‬‭of‬‭June‬‭30,‬‭2024.‬ ‭The‬‭Bank‬‭did‬‭not‬‭record‬‭any‬
‭charge-offs in the second quarters of 2024 or 2023.‬

‭See‬ ‭Notes‬ ‭1‬ ‭and‬ ‭6‬ ‭to‬ ‭the‬ ‭accompanying‬ ‭interim‬ ‭consolidated‬ ‭financial‬ ‭statements‬ ‭and‬ ‭“Loans‬ ‭and‬ ‭Foreclosed‬ ‭Real‬ ‭Estate”‬
‭included in this Management’s Discussion and Analysis for additional information pertaining to the allowance for credit losses.‬

‭Other Income‬
‭Other‬ ‭income‬ ‭is‬ ‭comprised‬ ‭of‬ ‭gain‬ ‭on‬ ‭equity‬‭securities,‬‭net,‬‭customer‬‭service‬‭fees‬‭on‬‭deposits,‬‭increases‬‭in‬‭the‬‭cash‬‭surrender‬

‭value‬ ‭of‬ ‭bank-owned‬ ‭life‬ ‭insurance‬ ‭policies‬ ‭and‬‭miscellaneous‬‭income.‬ ‭Total‬‭other‬‭income‬‭was‬‭$2.7‬‭million‬‭for‬‭the‬‭quarter‬‭ended‬
‭June‬ ‭30,‬ ‭2024,‬ ‭compared‬ ‭to‬ ‭other‬ ‭income‬ ‭of‬ ‭$5.7‬ ‭million‬ ‭for‬ ‭the‬ ‭same‬ ‭period‬ ‭in‬ ‭2023.‬ ‭In‬ ‭the‬ ‭second‬ ‭quarter‬ ‭of‬‭2024,‬‭the‬‭Bank‬
‭recorded‬‭gains‬‭totaling‬‭$2.5‬‭million‬‭on‬‭equity‬‭securities,‬‭comprised‬‭solely‬‭of‬‭unrealized‬‭gains‬‭on‬‭equity‬‭securities‬‭held‬‭at‬‭the‬‭end‬‭of‬
‭the‬ ‭period.‬ ‭In‬ ‭the‬ ‭second‬ ‭quarter‬ ‭of‬ ‭2023,‬ ‭the‬ ‭Bank‬ ‭recorded‬‭gains‬‭totaling‬‭$5.4‬‭million‬‭on‬‭equity‬‭securities,‬‭comprised‬‭solely‬‭of‬
‭unrealized gains on equity securities held at the end of the period.‬

‭Customer‬‭service‬‭fees‬‭on‬‭deposits‬‭decreased‬‭marginally‬‭in‬‭the‬‭second‬‭quarter‬‭of‬‭2024‬‭compared‬‭to‬‭the‬‭same‬‭period‬‭in‬‭2023.‬ ‭In‬
‭recent‬‭years,‬‭there‬‭has‬‭been‬‭a‬‭continuous‬‭decline‬‭in‬‭deposit‬‭account‬‭transaction‬‭fees,‬‭as‬‭the‬‭Bank‬‭has‬‭eliminated‬‭many‬‭fees‬‭on‬‭deposit‬
‭products‬ ‭to‬ ‭simplify‬ ‭offerings‬ ‭and‬ ‭enhance‬ ‭the‬ ‭value‬ ‭proposition‬ ‭of‬ ‭our‬ ‭consumer‬ ‭and‬ ‭business‬ ‭checking‬ ‭accounts‬ ‭to‬ ‭customers.‬
‭Generally, the Bank’s strategy does not rely on generating substantial non-interest fee-based revenue from our deposit accounts.‬

‭An‬‭increase‬‭in‬‭the‬‭cash‬‭surrender‬‭value‬‭of‬‭bank-owned‬‭life‬‭insurance‬‭also‬‭contributed‬‭to‬‭other‬‭income‬‭during‬‭the‬‭second‬‭quarters‬
‭of‬‭2024‬‭and‬‭2023.‬ ‭The‬‭Bank‬‭held‬‭$13.8‬‭million‬‭in‬‭life‬‭insurance‬‭policies‬‭at‬‭June‬‭30,‬‭2024‬‭as‬‭compared‬‭to‬‭$13.5‬‭million‬‭at‬‭June‬‭30,‬
‭2023.‬ ‭The‬ ‭policies‬ ‭accrete‬ ‭at‬ ‭a‬ ‭variable‬ ‭rate‬ ‭of‬ ‭interest‬ ‭with‬ ‭minimum‬ ‭stated‬ ‭guaranteed‬ ‭rates.‬ ‭Income‬ ‭from‬ ‭these‬‭assets‬‭is‬‭fully‬
‭excludable‬‭from‬‭federal‬‭income‬‭taxes‬‭and‬‭contributed‬‭$82,000‬‭to‬‭other‬‭income‬‭in‬‭the‬‭second‬‭quarter‬‭of‬‭2024,‬‭as‬‭compared‬‭to‬‭$83,000‬
‭for the same period in 2023.‬

‭Operating Expenses‬
‭Operating‬ ‭expenses‬ ‭include‬ ‭salaries‬ ‭and‬ ‭employee‬ ‭benefits,‬ ‭occupancy‬ ‭and‬ ‭equipment,‬ ‭data‬ ‭processing,‬ ‭deposit‬ ‭insurance,‬

‭marketing,‬‭foreclosure‬‭and‬‭related,‬‭and‬‭other‬‭general‬‭and‬‭administrative‬‭expenses.‬ ‭Total‬‭operating‬‭expenses‬‭were‬‭$7.3‬‭million,‬‭or‬‭an‬
‭annualized‬‭0.67%‬‭of‬‭average‬‭total‬‭assets,‬‭for‬‭the‬‭quarter‬‭ended‬‭June‬‭30,‬‭2024‬‭as‬‭compared‬‭to‬‭$7.3‬‭million,‬‭or‬‭an‬‭annualized‬‭0.71%‬‭of‬
‭average total assets, for the same period of 2023.‬

‭Salaries‬‭and‬‭employee‬‭benefits‬‭expenses‬‭increased‬‭by‬‭$49,000,‬‭or‬‭1%,‬‭in‬‭the‬‭three‬‭months‬‭ended‬‭June‬‭30,‬‭2024‬‭compared‬‭to‬‭the‬
‭same‬‭period‬‭in‬‭2023,‬‭primarily‬‭due‬‭to‬‭annual‬‭merit-based‬‭salary‬‭increases,‬‭enhancements‬‭to‬‭our‬‭operational‬‭teams‬‭and‬‭higher‬‭payroll‬
‭taxes,‬ ‭partially‬ ‭offset‬ ‭by‬ ‭reductions‬ ‭in‬ ‭executive‬ ‭pay‬ ‭implemented‬ ‭during‬ ‭2023.‬ ‭The‬ ‭number‬ ‭of‬ ‭employees‬ ‭increased,‬ ‭reflecting‬
‭additional staff in our Specialized Deposit Group (“SDG”) and operational teams, partially offset by a smaller branch staff.‬

‭Occupancy‬‭and‬‭equipment‬‭expenses‬‭increased‬‭by‬‭$14,000,‬‭or‬‭4%,‬‭in‬‭the‬‭second‬‭quarter‬‭of‬‭2024‬‭compared‬‭to‬‭the‬‭same‬‭period‬‭in‬
‭2023.‬ ‭The‬‭increase‬‭in‬‭2024‬‭was‬‭primarily‬‭driven‬‭by‬‭higher‬‭depreciation‬‭expenses,‬‭as‬‭the‬‭Bank‬‭made‬‭improvements‬‭to‬‭the‬‭corporate‬
‭offices,‬ ‭which‬ ‭were‬‭completed‬‭in‬‭the‬‭second‬‭half‬‭of‬‭2023.‬ ‭Lower‬‭rental‬‭income‬‭recorded‬‭in‬‭the‬‭three‬‭months‬‭ended‬‭June‬‭30,‬‭2024‬
‭also‬‭contributed‬‭to‬‭the‬‭increase‬ ‭in‬‭occupancy‬‭and‬‭equipment‬‭expenses.‬ ‭The‬‭Bank‬‭owns‬‭rental‬‭apartments‬‭located‬‭above‬‭its‬‭Nantucket‬
‭branch which are rented during the summer season.‬

‭Data‬‭processing‬‭expenses‬‭for‬‭the‬‭second‬‭quarter‬‭of‬‭2024‬‭decreased‬‭by‬‭$8,000,‬‭or‬‭1%,‬‭when‬‭compared‬‭to‬‭the‬‭same‬‭period‬‭in‬‭2023,‬
‭driven‬ ‭primarily‬ ‭by‬ ‭the‬ ‭elimination‬ ‭of‬ ‭duplicate‬ ‭systems,‬ ‭partially‬ ‭offset‬ ‭by‬ ‭higher‬ ‭data‬ ‭processing‬ ‭charges‬ ‭associated‬ ‭with‬
‭improvements‬‭made‬‭to‬‭the‬‭Bank's‬‭systems‬‭and‬‭volume‬‭increases‬‭in‬‭2024.‬‭Technology‬‭spending‬‭at‬‭the‬‭Bank‬‭remains‬‭focused‬‭on‬‭three‬
‭primary‬‭objectives:‬‭delivering‬‭new‬‭or‬‭improved‬‭customer‬‭experience,‬‭reducing‬‭costs‬‭through‬‭simplification‬‭and‬‭automation‬‭of‬‭internal‬
‭processes, and securing customer and Bank confidential information.‬

‭Deposit‬‭insurance‬‭expense‬‭for‬‭the‬‭second‬‭quarter‬‭of‬‭2024‬‭increased‬‭by‬‭$229,000,‬‭or‬‭39%,‬‭when‬‭compared‬‭to‬‭the‬‭same‬‭period‬‭in‬
‭2023.‬ ‭The‬ ‭increase‬‭was‬‭the‬‭result‬‭of‬‭a‬‭higher‬‭assessed‬‭rate,‬‭combined‬‭with‬‭a‬‭larger‬‭assessment‬‭base,‬‭driven‬‭by‬‭the‬‭Bank’s‬‭balance‬
‭sheet‬ ‭growth.‬ ‭Deposit‬‭insurance‬‭expense‬‭consists‬‭of‬‭premiums‬‭paid‬‭to‬‭the‬‭FDIC‬‭and‬‭the‬‭Massachusetts‬‭Depositors‬‭Insurance‬‭Fund‬
‭(“DIF”).‬ ‭The‬ ‭FDIC‬ ‭assessment‬ ‭rate‬ ‭is‬ ‭determined‬ ‭based‬ ‭on‬ ‭several‬ ‭factors,‬‭including‬‭capitalization,‬‭asset‬‭growth,‬‭earnings,‬‭use‬‭of‬
‭brokered‬ ‭deposits‬ ‭and‬ ‭level‬ ‭of‬ ‭non-performing‬ ‭assets,‬ ‭among‬ ‭others,‬ ‭and‬ ‭is‬ ‭calculated‬ ‭on‬ ‭an‬ ‭assessment‬ ‭base‬ ‭that‬ ‭takes‬ ‭into‬
‭consideration‬‭the‬‭Bank’s‬‭average‬‭total‬‭assets‬‭and‬‭average‬‭tangible‬‭equity,‬‭among‬‭other‬‭factors.‬ ‭The‬‭DIF‬‭assessment‬‭rate‬‭is‬‭based‬‭on‬
‭an‬ ‭institution’s‬ ‭risk‬‭category,‬‭which‬‭is‬‭defined‬‭based‬‭on‬‭similar‬‭factors.‬ ‭Effective‬‭the‬‭first‬‭quarterly‬‭assessment‬‭period‬‭of‬‭2023,‬‭the‬
‭FDIC‬‭implemented‬‭a‬‭system-wide‬‭increase‬‭that‬‭applied‬‭to‬‭all‬‭banks,‬‭which‬‭increased‬‭the‬‭initial‬‭base‬‭deposit‬‭insurance‬‭assessment‬‭rate‬
‭by‬‭2‬‭basis‬‭points.‬ ‭This‬‭is‬‭part‬‭of‬‭a‬‭long-planned‬‭effort‬‭by‬‭the‬‭FDIC‬‭to‬‭return‬‭the‬‭funded‬‭status‬‭of‬‭the‬‭FDIC‬‭insurance‬‭fund‬‭to‬‭a‬‭higher‬
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‭level.‬ ‭The‬‭Bank‬‭carefully‬‭manages‬‭its‬‭balance‬‭sheet‬‭to‬‭control‬‭the‬‭deposit‬‭insurance‬‭expense‬‭associated‬‭with‬‭excess‬‭liquidity‬‭while‬
‭optimizing its funding mix.‬

‭Marketing‬‭expenses‬‭decreased‬‭by‬‭$90,000,‬‭or‬‭32%,‬‭for‬‭the‬‭second‬‭quarter‬‭of‬‭2024‬‭as‬‭compared‬‭to‬‭the‬‭same‬‭period‬‭in‬‭2023,‬‭as‬‭the‬
‭Bank‬‭continues‬‭to‬‭carefully‬‭manage‬‭these‬‭expenses‬‭focusing‬‭on‬‭business‬‭development‬‭for‬‭the‬‭Bank’s‬‭Commercial‬‭Real‬‭Estate‬‭Group‬
‭and‬ ‭SDG.‬ ‭The‬ ‭Bank‬ ‭continued‬ ‭to‬ ‭allocate‬ ‭its‬ ‭marketing‬ ‭spending‬ ‭during‬ ‭the‬ ‭quarter‬ ‭ended‬ ‭June‬‭30,‬‭2024‬‭towards‬‭supporting‬‭its‬
‭commercial‬‭deposit‬‭acquisition‬‭activities‬‭in‬‭Boston,‬‭the‬‭greater‬‭Washington,‬‭D.C.‬‭metropolitan‬‭area‬‭(“WMA”)‬‭and‬‭the‬‭San‬‭Francisco‬
‭Bay Area (“SFBA”).‬

‭Foreclosure‬ ‭and‬ ‭related‬ ‭expenses‬ ‭include‬ ‭expenses‬ ‭associated‬ ‭with‬ ‭the‬ ‭collection‬ ‭and‬ ‭foreclosure‬ ‭process,‬ ‭such‬ ‭as‬ ‭legal,‬ ‭tax,‬
‭appraisal,‬ ‭insurance‬‭and‬‭other‬‭related‬‭foreclosure‬‭expenses.‬ ‭These‬‭expenses‬‭may‬‭be‬‭recovered‬‭when‬‭the‬‭loan‬‭returns‬‭to‬‭performing‬
‭status‬‭or‬‭when‬‭the‬‭Bank‬‭exercises‬‭its‬‭remedies,‬‭as‬‭they‬‭are‬‭generally‬‭secured‬‭by‬‭the‬‭Bank’s‬‭mortgages.‬ ‭Such‬‭recoveries,‬‭if‬‭any,‬‭are‬
‭reflected‬ ‭in‬ ‭future‬ ‭periods‬ ‭as‬ ‭contra-expense.‬ ‭The‬‭Bank‬‭recorded‬‭$14,000‬‭in‬‭foreclosure‬‭and‬‭related‬‭expenses‬‭in‬‭the‬‭quarter‬‭ended‬
‭June‬‭30,‬‭2024‬‭as‬‭compared‬‭to‬‭$26,000‬‭in‬‭the‬‭same‬‭period‬‭in‬‭2023.‬ ‭At‬‭June‬‭30,‬‭2024,‬‭December‬‭31,‬‭2023‬‭and‬‭June‬‭30,‬‭2023,‬‭the‬‭Bank‬
‭did not own any foreclosed property.‬

‭Other‬ ‭general‬ ‭and‬ ‭administrative‬ ‭expenses,‬ ‭which‬ ‭include‬ ‭director‬ ‭fees,‬ ‭supplies,‬ ‭deposit/card‬ ‭related‬ ‭losses‬ ‭and‬‭audit-related‬
‭expenses,‬ ‭among‬ ‭others,‬ ‭decreased‬ ‭by‬ ‭$212,000,‬ ‭or‬ ‭19%,‬ ‭when‬‭comparing‬‭the‬‭two‬‭periods,‬‭reflecting‬‭lower‬‭supplies,‬‭loan-related,‬
‭travel and legal expenses, partially offset by higher insurance and audit-related expenses.‬

‭Income Taxes‬
‭The‬‭Bank‬‭recognizes‬‭income‬‭taxes‬‭under‬‭the‬‭asset‬‭and‬‭liability‬‭method‬‭in‬‭which‬‭deferred‬‭tax‬‭assets‬‭and‬‭liabilities‬‭are‬‭established‬

‭for‬ ‭the‬ ‭temporary‬ ‭difference‬ ‭between‬ ‭the‬ ‭accounting‬ ‭basis‬ ‭and‬ ‭the‬‭tax‬‭basis‬‭of‬‭the‬‭Bank's‬‭assets‬‭and‬‭liabilities‬‭at‬‭enacted‬‭tax‬‭rates‬
‭expected‬‭to‬‭be‬‭in‬‭effect‬‭when‬‭the‬‭amounts‬‭related‬‭to‬‭such‬‭temporary‬‭differences‬‭are‬‭realized‬‭or‬‭settled.‬ ‭The‬‭Bank's‬‭deferred‬‭tax‬‭asset‬
‭is reviewed quarterly by management as to the realizability of such asset.‬

‭During‬‭the‬‭second‬‭quarter‬‭of‬‭2024,‬‭the‬‭Bank‬‭recorded‬‭$1.5‬‭million,‬‭or‬‭27.1%‬‭of‬‭pre-tax‬‭income,‬‭in‬‭tax‬‭expense‬‭as‬‭compared‬‭to‬
‭$2.7‬‭million,‬‭or‬‭24.5%,‬‭for‬‭the‬‭same‬‭quarter‬‭in‬‭2023.‬ ‭The‬‭higher‬‭effective‬‭tax‬‭rate‬‭was‬‭primarily‬‭the‬‭result‬‭of‬‭lower‬‭unrealized‬‭gains‬
‭on‬‭equity‬‭securities‬‭recognized‬‭during‬‭the‬‭second‬‭quarter‬‭of‬‭2024‬‭as‬‭compared‬‭to‬‭the‬‭same‬‭quarter‬‭in‬‭the‬‭prior‬‭year,‬‭as‬‭these‬‭securities‬
‭are‬‭held‬‭at‬‭a‬‭tax-advantaged‬‭subsidiary.‬ ‭The‬‭Bank‬‭did‬‭not‬‭recognize‬‭excess‬‭tax‬‭benefit‬‭on‬‭the‬‭exercise‬‭of‬‭stock‬‭options‬‭in‬‭the‬‭second‬
‭quarter of 2024, as compared to $102,000 in the second quarter of 2023.‬
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‭RESULTS OF OPERATIONS‬
‭COMPARISON OF THE SIX MONTHS ENDED JUNE 30, 2024 AND 2023‬

‭General‬
‭The‬‭Bank‬‭reported‬‭net‬‭income‬‭of‬‭$11.0‬‭million‬‭for‬‭the‬‭six‬‭months‬‭ended‬‭June‬‭30,‬‭2024‬‭as‬‭compared‬‭to‬‭$16.8‬‭million‬‭for‬‭the‬‭six‬

‭months‬‭ended‬‭June‬‭30,‬‭2023.‬ ‭Net‬‭income‬‭was‬‭$5.04‬‭per‬‭share‬‭basic‬‭and‬‭$5.01‬‭per‬‭share‬‭diluted‬‭for‬‭the‬‭first‬‭six‬‭months‬‭ended‬‭June‬‭30,‬
‭2024‬‭as‬‭compared‬‭to‬‭$7.80‬‭per‬‭share‬‭basic‬‭and‬‭$7.63‬‭per‬‭share‬‭diluted‬‭for‬‭the‬‭same‬‭period‬‭in‬‭2023.‬ ‭Earnings‬‭for‬‭the‬‭six‬‭months‬‭ended‬
‭June‬‭30,‬‭2024‬‭were‬‭negatively‬‭impacted‬‭by‬‭a‬‭decrease‬‭of‬‭$8.5‬‭million‬‭in‬‭net‬‭interest‬‭income,‬‭a‬‭decrease‬‭of‬‭$524,000‬‭in‬‭other‬‭income,‬
‭and‬‭a‬‭$215,000‬‭increase‬‭in‬‭operating‬‭expenses,‬‭partially‬‭offset‬‭by‬‭a‬‭$318,000‬‭decrease‬‭in‬‭the‬‭provision‬‭for‬‭credit‬‭losses‬‭and‬‭a‬‭decrease‬
‭of‬‭$3.1‬‭million‬‭in‬‭the‬‭income‬‭tax‬‭provision.‬ ‭The‬‭Bank’s‬‭annualized‬‭return‬‭on‬‭average‬‭equity‬‭for‬‭the‬‭six‬‭months‬‭ended‬‭June‬‭30,‬‭2024‬
‭was‬‭5.27%,‬‭and‬‭the‬‭annualized‬‭return‬‭on‬‭average‬‭assets‬‭was‬‭0.50%,‬‭compared‬‭to‬‭8.47%‬‭and‬‭0.81%,‬‭respectively,‬‭for‬‭the‬‭same‬‭period‬
‭in 2023.‬

‭Core‬ ‭net‬ ‭income‬ ‭for‬ ‭the‬ ‭six‬ ‭months‬ ‭ended‬ ‭June‬ ‭30,‬ ‭2024,‬ ‭which‬ ‭represents‬‭net‬‭income‬‭excluding‬‭the‬‭after-tax‬‭gain‬‭on‬‭equity‬
‭securities,‬ ‭both‬ ‭realized‬ ‭and‬ ‭unrealized,‬ ‭was‬ ‭$4.4‬ ‭million‬ ‭or‬ ‭$2.02‬ ‭per‬ ‭share‬ ‭basic‬ ‭and‬ ‭$2.01‬ ‭per‬ ‭share‬ ‭diluted,‬ ‭representing‬ ‭an‬
‭annualized‬‭core‬‭return‬‭on‬‭average‬‭equity‬‭of‬‭2.11%‬‭and‬‭an‬‭annualized‬‭core‬‭return‬‭on‬‭average‬‭assets‬‭of‬‭0.20%.‬ ‭This‬‭compares‬‭to‬‭core‬
‭net‬ ‭income‬ ‭of‬ ‭$9.8‬ ‭million‬ ‭or‬ ‭$4.56‬‭per‬‭share‬‭basic‬‭and‬‭$4.46‬‭per‬‭share‬‭diluted,‬‭representing‬‭an‬‭annualized‬‭core‬‭return‬‭on‬‭average‬
‭equity of 4.95% and an annualized core return on average assets of 0.47% for the same period in 2023.‬

‭Net Interest Income‬
‭Net‬ ‭interest‬‭income‬‭was‬‭$19.5‬‭million‬‭for‬‭the‬‭first‬‭six‬‭months‬‭of‬‭2024‬‭as‬‭compared‬‭to‬‭$27.9‬‭million‬‭for‬‭the‬‭first‬‭six‬‭months‬‭of‬

‭2023.‬ ‭The‬ ‭$8.5‬ ‭million‬ ‭decrease‬ ‭was‬‭due‬‭to‬‭a‬‭60‬‭basis‬‭point‬‭decrease‬‭in‬‭the‬‭weighted‬‭average‬‭spread,‬‭partially‬‭offset‬‭by‬‭a‬‭$215.8‬
‭million,‬‭or‬‭5%,‬‭increase‬‭in‬‭average‬‭interest-earning‬‭assets‬‭in‬‭the‬‭first‬‭six‬‭months‬‭of‬‭2024,‬‭as‬‭compared‬‭to‬‭the‬‭same‬‭period‬‭in‬‭2023.‬ ‭For‬
‭the‬ ‭first‬ ‭six‬ ‭months‬ ‭of‬ ‭2024,‬ ‭the‬ ‭weighted‬ ‭average‬ ‭rate‬ ‭spread‬ ‭and‬ ‭net‬ ‭interest‬ ‭margin‬ ‭were‬ ‭0.19%‬ ‭and‬ ‭0.91%,‬ ‭respectively,‬ ‭as‬
‭compared‬ ‭to‬ ‭0.79%‬ ‭and‬ ‭1.37%,‬ ‭respectively,‬ ‭for‬ ‭the‬ ‭same‬ ‭period‬‭in‬‭2023.‬ ‭Average‬‭interest-bearing‬‭liabilities‬‭increased‬‭by‬‭$228.8‬
‭million, or 7% and the rate paid on interest-bearing liabilities increased by 104 basis points during the same period.‬

‭In‬ ‭early‬ ‭2022,‬ ‭after‬‭a‬‭sustained‬‭period‬‭of‬‭lower‬‭short‬‭term‬‭market‬‭rates,‬‭the‬‭average‬‭rate‬‭on‬‭interest-bearing‬‭liabilities‬‭began‬‭to‬
‭move‬‭up‬‭sharply‬‭following‬‭the‬‭increase‬‭in‬‭short‬‭term‬‭market‬‭interest‬‭rates.‬ ‭This‬‭trend,‬‭which‬‭accelerated‬‭in‬‭the‬‭second‬‭half‬‭of‬‭2022‬
‭and‬ ‭in‬‭2023,‬‭began‬‭to‬‭abate‬‭in‬‭2024.‬ ‭The‬‭higher‬‭average‬‭rate‬‭on‬‭interest-bearing‬‭liabilities‬‭was‬‭partially‬‭offset‬‭by‬‭a‬‭higher‬‭average‬
‭yield‬‭on‬‭interest-earning‬‭assets,‬‭driven‬‭primarily‬‭by‬‭an‬‭increase‬‭in‬‭the‬‭yield‬‭on‬‭loans‬‭and‬‭an‬‭increase‬‭in‬‭the‬‭interest‬‭on‬‭reserves‬‭held‬‭at‬
‭the‬‭FRBB.‬ ‭This‬‭resulted‬‭in‬‭a‬‭significantly‬‭lower‬‭net‬‭interest‬‭margin‬‭in‬‭the‬‭six‬‭months‬‭ended‬‭June‬‭30,‬‭2024,‬‭as‬‭compared‬‭to‬‭the‬‭same‬
‭period in 2023.‬

‭Interest‬‭and‬‭dividend‬‭income‬‭increased‬‭by‬‭$13.8‬‭million‬‭to‬‭$96.5‬‭million‬‭for‬‭the‬‭first‬‭six‬‭months‬‭of‬‭2024,‬‭as‬‭compared‬‭to‬‭$82.7‬
‭million‬ ‭for‬ ‭the‬ ‭first‬ ‭six‬ ‭months‬ ‭2023,‬ ‭driven‬ ‭by‬ ‭the‬ ‭increase‬ ‭in‬ ‭average‬‭interest-earning‬‭assets‬‭discussed‬‭above.‬‭The‬‭yield‬‭on‬‭total‬
‭interest-earning assets was 4.50% for the six months ended June 30, 2024, as compared to 4.06% for the same period in 2023.‬

‭Interest‬‭income‬‭on‬‭loans‬‭increased‬‭by‬‭$13.6‬‭million‬‭when‬‭comparing‬‭the‬‭two‬‭periods,‬‭primarily‬‭resulting‬‭from‬‭a‬‭7%‬‭increase‬‭in‬
‭average‬‭loan‬‭balances,‬‭combined‬‭with‬‭a‬‭41‬‭basis‬‭point‬‭increase‬‭in‬‭yield.‬ ‭The‬‭increase‬‭in‬‭yield‬‭was‬‭driven‬‭primarily‬‭by‬‭a‬‭higher‬‭yield‬
‭on‬‭loans,‬‭reflecting‬‭both‬‭an‬‭increase‬‭in‬‭average‬‭loan‬‭rate‬‭-‬‭as‬‭the‬‭Bank‬‭continued‬‭to‬‭originate‬‭loans‬‭at‬‭higher‬‭rates‬‭and‬‭reprice‬‭existing‬
‭loans, as well as higher loan fees.‬

‭Securities‬‭and‬‭short-term‬‭investments,‬‭which‬‭include‬‭the‬‭Bank’s‬‭cash‬‭holdings‬‭at‬‭the‬‭FRBB,‬‭accounted‬‭for‬‭8%‬‭of‬‭the‬‭total‬‭average‬
‭interest-earning‬‭assets‬‭for‬‭the‬‭six‬‭months‬‭ended‬‭June‬‭30,‬‭2024‬‭compared‬‭to‬‭9%‬‭for‬‭the‬‭six‬‭months‬‭ended‬‭June‬‭30,‬‭2023,‬‭as‬‭the‬‭Bank‬
‭continued‬ ‭to‬ ‭manage‬ ‭its‬ ‭balance‬ ‭sheet‬ ‭to‬ ‭reduce‬ ‭the‬ ‭carrying‬‭cost‬‭of‬‭its‬‭on-balance‬‭sheet‬‭liquidity.‬ ‭This‬‭was‬‭partially‬‭offset‬‭by‬‭an‬
‭increase‬ ‭in‬ ‭the‬ ‭fair‬ ‭value‬ ‭of‬ ‭the‬ ‭Bank’s‬ ‭equity‬ ‭securities‬ ‭portfolio‬ ‭when‬ ‭compared‬ ‭to‬ ‭the‬ ‭prior‬ ‭year.‬ ‭Combined‬ ‭income‬‭for‬‭these‬
‭categories‬‭increased‬‭by‬‭$146,000‬‭when‬‭comparing‬‭the‬‭two‬‭periods,‬‭primarily‬‭due‬‭to‬‭higher‬‭average‬‭yields,‬‭partially‬‭offset‬‭by‬‭a‬‭$48.1‬
‭million‬‭decrease‬‭in‬‭combined‬‭average‬‭balances.‬ ‭The‬‭decrease‬‭in‬‭the‬‭Bank's‬‭cash‬‭held‬‭at‬‭the‬‭FRBB‬‭as‬‭a‬‭percentage‬‭of‬‭interest-earning‬
‭assets‬‭was‬‭partially‬‭offset‬‭by‬‭a‬‭higher‬‭interest‬‭rate‬‭paid‬‭on‬‭excess‬‭reserves.‬‭Also,‬‭the‬‭dividend‬‭on‬‭the‬‭Bank’s‬‭stock‬‭investment‬‭at‬‭the‬
‭FHLB increased during the period, driven by a larger average balance of FHLB stock and a higher dividend yield.‬

‭The‬‭average‬‭rate‬‭on‬‭interest-bearing‬‭liabilities‬‭increased‬‭to‬‭4.31%‬‭for‬‭the‬‭first‬‭six‬‭months‬‭of‬‭2024‬‭from‬‭3.27%‬‭for‬‭the‬‭comparable‬
‭period‬‭in‬‭2023.‬ ‭Total‬‭interest‬‭expense‬‭increased‬‭by‬‭$22.3‬‭million‬‭when‬‭comparing‬‭the‬‭six‬‭months‬‭ended‬‭June‬‭30,‬‭2024‬‭and‬‭2023‬‭due‬
‭to higher interest rates on deposits and borrowings, combined with higher aggregate average balances.‬

‭Interest‬‭expense‬‭on‬‭deposits‬‭for‬‭the‬‭six‬‭months‬‭ended‬‭June‬‭30,‬‭2024‬‭increased‬‭by‬‭$12.7‬‭million‬‭over‬‭the‬‭same‬‭period‬‭in‬‭2023,‬‭due‬
‭to‬‭a‬‭133‬‭basis‬‭point‬‭increase‬‭in‬‭the‬‭weighted‬‭average‬‭rate,‬‭partially‬‭offset‬‭by‬‭a‬‭decrease‬‭of‬‭$98.9‬‭million‬‭in‬‭average‬‭interest-bearing‬
‭deposits.‬ ‭After‬ ‭a‬ ‭sustained‬ ‭period‬ ‭of‬ ‭historically‬ ‭low‬ ‭short‬ ‭term‬ ‭rates,‬ ‭beginning‬ ‭in‬ ‭early‬ ‭2022‬ ‭the‬ ‭Bank‬ ‭observed‬ ‭rising‬ ‭market‬
‭pricing‬ ‭for‬ ‭term‬ ‭deposits,‬ ‭money‬ ‭market‬ ‭accounts,‬ ‭and‬ ‭wholesale‬ ‭funds.‬ ‭This‬ ‭trend,‬ ‭which‬ ‭was‬ ‭sustained‬ ‭during‬‭2022‬‭and‬‭2023,‬
‭began‬ ‭to‬ ‭abate‬ ‭in‬ ‭the‬ ‭first‬ ‭quarter‬ ‭of‬ ‭2024.‬ ‭The‬‭Bank‬‭continued‬‭to‬‭manage‬‭core‬‭product‬‭rates,‬‭implemented‬‭special‬‭offerings,‬‭and‬
‭continued to use wholesale time deposits to remain competitive while balancing cost versus growth.‬

‭Interest‬‭expense‬‭on‬‭borrowed‬‭funds‬‭for‬‭the‬‭first‬‭six‬‭months‬‭of‬‭2024‬‭increased‬‭by‬‭$9.6‬‭million‬‭as‬‭compared‬‭to‬‭the‬‭same‬‭period‬‭in‬
‭2023,‬ ‭primarily‬ ‭due‬ ‭to‬ ‭a‬ ‭35‬ ‭basis‬ ‭point‬ ‭increase‬ ‭in‬‭the‬‭weighted‬‭average‬‭rate,‬‭combined‬‭with‬‭a‬‭$327.7‬‭million‬‭increase‬‭in‬‭average‬
‭balances.‬ ‭The‬‭increase‬‭in‬‭the‬‭FHLB‬‭borrowings‬‭rate‬‭was‬‭primarily‬‭driven‬‭by‬‭the‬‭higher‬‭short-term‬‭market‬‭rates,‬‭partially‬‭offset‬‭by‬‭the‬
‭higher‬‭average‬‭balance‬‭of‬‭lower‬‭rate‬‭FHLB‬‭HLB-Option‬‭advances‬‭in‬‭the‬‭first‬‭six‬‭months‬‭of‬‭2024‬‭as‬‭compared‬‭to‬‭the‬‭same‬‭period‬‭in‬
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‭2023.‬ ‭The‬ ‭FHLB‬ ‭provides‬ ‭an‬ ‭explanation‬‭of‬‭HLB-Option‬‭Advances‬‭on‬‭its‬‭website‬‭under‬‭the‬‭“Products'‬‭'‬ ‭section‬‭that‬‭explains‬‭the‬
‭features of this product.‬

‭The following tables detail components of net interest income and yields/rates on daily average earning assets/liabilities.‬

‭Six Months Ended June 30,‬
‭2023‬ ‭2024‬

‭AVERAGE‬
‭BALANCE(8)‬ ‭INTEREST‬

‭YIELD/‬
‭RATE (9)‬

‭AVERAGE‬
‭BALANCE(8)‬ ‭INTEREST‬

‭YIELD/‬
‭RATE (9)‬

‭(In Thousands)‬

‭Loans (1) (2)‬ ‭$‬ ‭3,704,236‬ ‭$‬ ‭74,222‬ ‭4.01‬‭%‬ ‭$‬ ‭3,968,123‬ ‭$‬ ‭87,785‬ ‭4.42‬‭%‬
‭Securities (3) (4)‬ ‭101,432‬ ‭2,013‬ ‭3.97‬ ‭117,840‬ ‭3,133‬ ‭5.32‬
‭Federal Reserve and other short-term investments‬ ‭269,834‬ ‭6,480‬ ‭4.80‬ ‭205,312‬ ‭5,572‬ ‭5.43‬

‭Total interest-earning assets‬ ‭4,075,502‬ ‭82,715‬ ‭4.06‬ ‭4,291,275‬ ‭96,490‬ ‭4.50‬
‭Other assets‬ ‭55,242‬ ‭65,126‬

‭Total assets‬ ‭$‬ ‭4,130,744‬ ‭$‬ ‭4,356,401‬

‭Interest-bearing deposits (5)‬ ‭$‬ ‭2,223,225‬ ‭30,608‬ ‭2.75‬ ‭$‬ ‭2,124,302‬ ‭43,287‬ ‭4.08‬
‭Borrowed funds‬ ‭1,126,459‬ ‭24,166‬ ‭4.29‬ ‭1,454,181‬ ‭33,751‬ ‭4.64‬

‭Total interest-bearing liabilities‬ ‭3,349,684‬ ‭54,774‬ ‭3.27‬ ‭3,578,483‬ ‭77,038‬ ‭4.31‬
‭Demand deposits‬ ‭374,656‬ ‭346,399‬
‭Other liabilities‬ ‭10,551‬ ‭14,882‬

‭Total liabilities‬ ‭3,734,891‬ ‭3,939,764‬
‭Stockholders’ equity‬ ‭395,853‬ ‭416,637‬

‭Total liabilities and stockholders’ equity‬ ‭$‬ ‭4,130,744‬ ‭$‬ ‭4,356,401‬
‭Net interest income‬ ‭$‬ ‭27,941‬ ‭$‬ ‭19,452‬

‭Weighted average spread‬ ‭0.79‬‭%‬ ‭0.19‬‭%‬

‭Net interest margin (6)‬ ‭1.37‬‭%‬ ‭0.91‬‭%‬

‭Average interest-earning assets to average‬
‭interest-bearing liabilities (7)‬ ‭121.67‬ ‭%‬ ‭119.92‬‭%‬

‭(1)‬ ‭Before allowance for credit losses.‬
‭(2)‬ ‭Includes average non-accrual loans.‬
‭(3)‬ ‭Excludes the impact of the average net unrealized gain or loss on securities.‬
‭(4)‬ ‭Includes Federal Home Loan Bank stock.‬
‭(5)‬ ‭Includes mortgagors' escrow accounts.‬
‭(6)‬ ‭Net interest income divided by average total interest-earning assets.‬
‭(7)‬ ‭Total interest-earning assets divided by total interest-bearing liabilities.‬
‭(8)‬ ‭Average balances are calculated on a daily basis.‬
‭(9)‬ ‭Annualized.‬

‭The‬‭following‬‭table‬‭presents‬‭information‬‭regarding‬‭changes‬‭in‬‭interest‬‭and‬‭dividend‬‭income‬‭and‬‭interest‬‭expense‬‭of‬‭the‬‭Bank‬‭for‬
‭the‬‭periods‬‭indicated.‬ ‭For‬‭each‬‭category,‬‭information‬‭is‬‭provided‬‭with‬‭respect‬‭to‬‭the‬‭change‬‭attributable‬‭to‬‭volume‬‭(change‬‭in‬‭volume‬
‭multiplied‬‭by‬‭old‬‭rate)‬‭and‬‭the‬‭change‬‭in‬‭rate‬‭(change‬‭in‬‭rate‬‭multiplied‬‭by‬‭old‬‭volume).‬ ‭The‬‭change‬‭attributable‬‭to‬‭both‬‭volume‬‭and‬
‭rate is allocated proportionally to the change due to volume and rate.‬

‭Six Months Ended June 30, 2024‬
‭Compared to the Six Months Ended June 30, 2023‬

‭Increase (Decrease)‬
‭Due to‬

‭Volume‬ ‭Rate‬ ‭Total‬
‭(In Thousands)‬

‭Interest and dividend income:‬
‭Loans‬ ‭$‬ ‭5,511‬ ‭$‬ ‭8,052‬ ‭$‬ ‭13,563‬
‭Securities and FHLB stock‬ ‭361‬ ‭759‬ ‭1,120‬
‭Federal Reserve and other short-term investments‬ ‭(1,680)‬ ‭772‬ ‭(908)‬

‭Total interest and dividend income‬ ‭4,192‬ ‭9,583‬ ‭13,775‬
‭Interest expense:‬
‭Deposits‬ ‭(1,417)‬ ‭14,096‬ ‭12,679‬
‭Borrowed funds‬ ‭7,480‬ ‭2,105‬ ‭9,585‬

‭Total interest expense‬ ‭6,063‬ ‭16,201‬ ‭22,264‬
‭Net interest income‬ ‭$‬ ‭(1,871)‬ ‭$‬ ‭(6,618)‬ ‭$‬ ‭(8,489)‬
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‭Provision for Credit Losses‬
‭On‬‭January‬‭1,‬‭2023,‬‭the‬‭Bank‬‭adopted‬‭ASU‬‭2016-13.‬ ‭The‬‭Bank‬‭determined‬‭that‬‭a‬‭$545,000‬‭adjustment‬‭to‬‭increase‬‭the‬‭allowance‬

‭for‬‭credit‬‭losses‬‭and‬‭no‬‭reserve‬‭for‬‭unfunded‬‭commitments‬‭was‬‭required‬‭upon‬‭adoption.‬‭Refer‬‭to‬‭Note‬‭1‬‭to‬‭the‬‭accompanying‬‭interim‬
‭consolidated financial statements included in Item 1. “Financial Statements” elsewhere in this report.‬

‭At‬‭June‬‭30,‬‭2024,‬‭management's‬‭review‬‭of‬‭the‬‭allowance‬‭for‬‭credit‬‭losses‬‭concluded‬‭that‬‭a‬‭balance‬‭of‬‭$26.9‬‭million‬‭was‬‭adequate‬
‭to‬‭provide‬‭for‬‭losses‬‭based‬‭upon‬‭evaluation‬‭of‬‭risk‬‭in‬‭the‬‭loan‬‭portfolio.‬ ‭During‬‭the‬‭first‬‭six‬‭months‬‭of‬‭2024,‬‭management‬‭provided‬
‭$288,000‬‭to‬‭achieve‬‭such‬‭an‬‭allowance‬‭for‬‭credit‬‭loss‬‭balance‬‭at‬‭June‬‭30,‬‭2024.‬ ‭Comparably,‬‭for‬‭the‬‭six‬‭months‬‭ended‬‭June‬‭30,2023,‬
‭management’s‬ ‭evaluation‬ ‭of‬ ‭the‬ ‭balance‬ ‭of‬ ‭the‬ ‭allowance‬ ‭for‬ ‭credit‬ ‭losses‬ ‭indicated‬ ‭the‬ ‭need‬‭for‬‭a‬‭provision‬‭of‬‭$606,000.‬ ‭Credit‬
‭quality‬ ‭remained‬ ‭strong‬‭with‬‭no‬‭delinquent‬‭or‬‭non‬‭performing‬‭commercial‬‭real‬‭estate‬‭loans‬‭as‬‭of‬‭June‬‭30,‬‭2024.‬ ‭The‬‭Bank‬‭did‬‭not‬
‭record any charge-offs in the first six months of 2024 or 2023.‬

‭See‬ ‭Notes‬ ‭1‬ ‭and‬ ‭6‬ ‭to‬ ‭the‬ ‭accompanying‬ ‭interim‬ ‭consolidated‬ ‭financial‬ ‭statements‬ ‭and‬ ‭“Loans‬ ‭and‬ ‭Foreclosed‬ ‭Real‬ ‭Estate”‬
‭included in this Management’s Discussion and Analysis for additional information pertaining to the allowance for credit losses.‬

‭Other Income‬
‭Other‬ ‭income‬ ‭is‬ ‭comprised‬ ‭of‬ ‭gain‬ ‭on‬ ‭equity‬‭securities,‬‭net,‬‭customer‬‭service‬‭fees‬‭on‬‭deposits,‬‭increases‬‭in‬‭the‬‭cash‬‭surrender‬

‭value‬‭of‬‭bank-owned‬‭life‬‭insurance‬‭policies‬‭and‬‭miscellaneous‬‭income.‬ ‭Total‬‭other‬‭income‬‭was‬‭$9.0‬‭million‬‭for‬‭the‬‭first‬‭six‬‭months‬‭of‬
‭2024,‬‭as‬‭compared‬‭to‬‭other‬‭income‬‭of‬‭$9.5‬‭million‬‭for‬‭the‬‭same‬‭period‬‭in‬‭2023.‬ ‭In‬‭the‬‭first‬‭six‬‭months‬‭of‬‭2024,‬‭the‬‭Bank‬‭recorded‬
‭gains‬‭totaling‬‭$8.4‬‭million‬‭on‬‭equity‬‭securities,‬‭comprised‬‭solely‬‭of‬‭unrealized‬‭gains‬‭on‬‭equity‬‭securities‬‭held‬‭at‬‭the‬‭end‬‭of‬‭the‬‭period.‬
‭In‬‭the‬‭first‬‭six‬‭months‬‭of‬‭2023,‬‭the‬‭Bank‬‭recorded‬‭gains‬‭totaling‬‭$8.9‬‭million‬‭on‬‭equity‬‭securities,‬‭comprised‬‭solely‬‭of‬‭unrealized‬‭gains‬
‭on equity securities held at the end of the period‬

‭Customer‬‭service‬‭fees‬‭on‬‭deposits‬‭decreased‬‭marginally‬‭in‬‭the‬‭first‬‭six‬‭months‬‭of‬‭2024‬‭compared‬‭to‬‭the‬‭same‬‭period‬‭in‬‭2023.‬ ‭In‬
‭recent‬‭years,‬‭there‬‭has‬‭been‬‭a‬‭continuous‬‭decline‬‭in‬‭deposit‬‭account‬‭transaction‬‭fees,‬‭as‬‭the‬‭Bank‬‭has‬‭eliminated‬‭many‬‭fees‬‭on‬‭deposit‬
‭products‬ ‭to‬ ‭simplify‬ ‭offerings‬ ‭and‬ ‭enhance‬ ‭the‬ ‭value‬ ‭proposition‬ ‭of‬ ‭our‬ ‭consumer‬ ‭and‬ ‭business‬ ‭checking‬ ‭accounts‬ ‭to‬ ‭customers.‬
‭Generally, the Bank’s strategy does not rely on generating substantial non-interest fee-based revenue from our deposit accounts.‬

‭An‬‭increase‬‭in‬‭the‬‭cash‬‭surrender‬‭value‬‭of‬‭bank-owned‬‭life‬‭insurance‬‭also‬‭contributed‬‭to‬‭other‬‭income‬‭during‬‭the‬‭first‬‭six‬‭months‬
‭of‬‭2024‬‭and‬‭2023.‬ ‭The‬‭Bank‬‭held‬‭$13.8‬‭million‬‭in‬‭life‬‭insurance‬‭policies‬‭at‬‭June‬‭30,‬‭2024‬‭as‬‭compared‬‭to‬‭$13.5‬‭million‬‭at‬‭June‬‭30,‬
‭2023.‬ ‭The‬ ‭policies‬ ‭accrete‬ ‭at‬ ‭a‬ ‭variable‬ ‭rate‬ ‭of‬ ‭interest‬ ‭with‬ ‭minimum‬ ‭stated‬ ‭guaranteed‬ ‭rates.‬ ‭Income‬ ‭from‬ ‭these‬‭assets‬‭is‬‭fully‬
‭excludable‬ ‭from‬ ‭federal‬ ‭income‬ ‭taxes‬ ‭and‬ ‭contributed‬ ‭$163,000‬ ‭to‬ ‭other‬ ‭income‬ ‭in‬ ‭the‬ ‭first‬ ‭six‬ ‭months‬ ‭of‬ ‭2024,‬ ‭as‬ ‭compared‬ ‭to‬
‭$166,000 for the same period in 2023.‬

‭Operating Expenses‬
‭Operating‬ ‭expenses‬ ‭include‬ ‭salaries‬ ‭and‬ ‭employee‬ ‭benefits,‬ ‭occupancy‬ ‭and‬ ‭equipment,‬ ‭data‬ ‭processing,‬ ‭deposit‬ ‭insurance,‬

‭marketing,‬‭foreclosure‬‭and‬‭related,‬‭and‬‭other‬‭general‬‭and‬‭administrative‬‭expenses.‬ ‭Total‬‭operating‬‭expenses‬‭were‬‭$14.5‬‭million,‬‭or‬‭an‬
‭annualized‬ ‭0.67%‬ ‭of‬ ‭average‬ ‭total‬ ‭assets,‬ ‭for‬ ‭the‬ ‭six‬ ‭months‬ ‭ended‬ ‭June‬ ‭30,‬‭2024‬‭as‬‭compared‬‭to‬‭$14.3‬‭million,‬‭or‬‭an‬‭annualized‬
‭0.69% of average total assets, for the same period of 2023.‬

‭Salaries‬ ‭and‬ ‭employee‬ ‭benefits‬ ‭expenses‬ ‭increased‬ ‭by‬ ‭$40,000‬ ‭in‬ ‭the‬ ‭six‬ ‭months‬ ‭ended‬ ‭June‬ ‭30,‬ ‭2024‬‭compared‬‭to‬‭the‬‭same‬
‭period‬‭in‬‭2023,‬‭primarily‬‭due‬‭to‬‭annual‬‭merit-based‬‭salary‬‭increases,‬‭enhancements‬‭to‬‭our‬‭operational‬‭teams‬‭and‬‭higher‬‭payroll‬‭taxes,‬
‭partially‬‭offset‬‭by‬‭reductions‬‭in‬‭executive‬‭pay‬‭implemented‬‭during‬‭2023.‬ ‭The‬‭number‬‭of‬‭employees‬‭increased,‬‭reflecting‬‭additional‬
‭staff in our SDG and operational teams, partially offset by a smaller branch staff.‬

‭Occupancy‬‭and‬‭equipment‬‭expenses‬‭increased‬‭by‬‭$54,000,‬‭or‬‭7%,‬‭in‬‭the‬‭first‬‭six‬‭months‬‭of‬‭2024‬‭compared‬‭to‬‭the‬‭same‬‭period‬‭in‬
‭2023.‬ ‭The‬‭increase‬‭in‬‭2024‬‭was‬‭primarily‬‭driven‬‭by‬‭higher‬‭depreciation‬‭expenses,‬‭as‬‭the‬‭Bank‬‭made‬‭improvements‬‭to‬‭the‬‭corporate‬
‭offices,‬‭which‬‭were‬‭completed‬‭in‬‭the‬‭second‬‭half‬‭of‬‭2023.‬ ‭Lower‬‭rental‬‭income‬‭recorded‬‭in‬‭the‬‭six‬‭months‬‭ended‬‭June‬‭30,‬‭2024‬‭also‬
‭contributed‬ ‭to‬ ‭the‬ ‭increase‬ ‭in‬ ‭occupancy‬ ‭and‬ ‭equipment‬ ‭expenses.‬ ‭The‬ ‭Bank‬ ‭owns‬ ‭rental‬‭apartments‬‭located‬‭above‬‭its‬‭Nantucket‬
‭branch which are rented during the summer season.‬

‭Data‬ ‭processing‬ ‭expenses‬ ‭for‬ ‭the‬ ‭first‬ ‭six‬‭months‬‭of‬‭2024‬‭increased‬‭by‬‭$94,000,‬‭or‬‭7%,‬‭when‬‭compared‬‭to‬‭the‬‭same‬‭period‬‭in‬
‭2023,‬ ‭driven‬ ‭primarily‬ ‭by‬ ‭higher‬ ‭data‬ ‭processing‬ ‭charges‬ ‭associated‬ ‭with‬ ‭improvements‬ ‭made‬ ‭to‬ ‭the‬ ‭Bank's‬ ‭systems‬ ‭and‬ ‭volume‬
‭increases‬ ‭in‬ ‭2024.‬ ‭Technology‬ ‭spending‬ ‭at‬ ‭the‬ ‭Bank‬ ‭remains‬ ‭focused‬ ‭on‬ ‭three‬ ‭primary‬ ‭objectives:‬ ‭delivering‬ ‭new‬ ‭or‬ ‭improved‬
‭customer‬ ‭experience,‬ ‭reducing‬ ‭costs‬ ‭through‬ ‭simplification‬ ‭and‬ ‭automation‬ ‭of‬ ‭internal‬ ‭processes,‬‭and‬‭securing‬‭customer‬‭and‬‭Bank‬
‭confidential information.‬

‭Deposit‬‭insurance‬‭expense‬‭for‬‭the‬‭first‬‭six‬‭months‬‭of‬‭2024‬‭increased‬‭by‬‭$389,000‬‭or‬‭31%,‬‭when‬‭compared‬‭to‬‭the‬‭same‬‭period‬‭in‬
‭2023.‬ ‭The‬ ‭increase‬‭was‬‭the‬‭result‬‭of‬‭a‬‭higher‬‭assessed‬‭rate,‬‭combined‬‭with‬‭a‬‭larger‬‭assessment‬‭base,‬‭driven‬‭by‬‭the‬‭Bank’s‬‭balance‬
‭sheet‬‭growth.‬ ‭Deposit‬‭insurance‬‭expense‬‭consists‬‭of‬‭premiums‬‭paid‬‭to‬‭the‬‭FDIC‬‭and‬‭the‬‭DIF.‬‭The‬‭FDIC‬‭assessment‬‭rate‬‭is‬‭determined‬
‭based‬‭on‬‭several‬‭factors,‬‭including‬‭capitalization,‬‭asset‬‭growth,‬‭earnings,‬‭use‬‭of‬‭brokered‬‭deposits‬‭and‬‭level‬‭of‬‭non-performing‬‭assets,‬
‭among‬ ‭others,‬ ‭and‬ ‭is‬ ‭calculated‬ ‭on‬ ‭an‬ ‭assessment‬ ‭base‬ ‭that‬ ‭takes‬ ‭into‬ ‭consideration‬ ‭the‬ ‭Bank’s‬ ‭average‬ ‭total‬ ‭assets‬ ‭and‬ ‭average‬
‭tangible‬ ‭equity,‬ ‭among‬ ‭other‬ ‭factors.‬ ‭The‬‭DIF‬‭assessment‬‭rate‬‭is‬‭based‬‭on‬‭an‬‭institution’s‬‭risk‬‭category,‬‭which‬‭is‬‭defined‬‭based‬‭on‬
‭similar‬‭factors.‬ ‭Effective‬‭the‬‭first‬‭quarterly‬‭assessment‬‭period‬‭of‬‭2023,‬‭the‬‭FDIC‬‭implemented‬‭a‬‭system-wide‬‭increase‬‭that‬‭applied‬‭to‬
‭all‬‭banks,‬‭which‬‭increased‬‭the‬‭initial‬‭base‬‭deposit‬‭insurance‬‭assessment‬‭rate‬‭by‬‭2‬‭basis‬‭points.‬ ‭This‬‭is‬‭part‬‭of‬‭a‬‭long-planned‬‭effort‬‭by‬
‭the‬‭FDIC‬‭to‬‭return‬‭the‬‭funded‬‭status‬‭of‬‭the‬‭FDIC‬‭insurance‬‭fund‬‭to‬‭a‬‭higher‬‭level.‬ ‭The‬‭Bank‬‭carefully‬‭manages‬‭its‬‭balance‬‭sheet‬‭to‬
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‭control the deposit insurance expense associated with excess liquidity while optimizing its funding mix.‬

‭Marketing‬‭expenses‬‭decreased‬‭by‬‭$213,000,‬‭or‬‭44%,‬‭for‬‭the‬‭first‬‭six‬‭months‬‭of‬‭2024‬‭as‬‭compared‬‭to‬‭the‬‭same‬‭period‬‭in‬‭2023,‬‭as‬
‭the‬ ‭Bank‬ ‭continues‬ ‭to‬ ‭carefully‬ ‭manage‬ ‭these‬ ‭expenses‬ ‭focusing‬ ‭on‬ ‭business‬ ‭development‬‭for‬‭the‬‭Bank’s‬‭Commercial‬‭Real‬‭Estate‬
‭Group‬ ‭and‬ ‭SDG.‬ ‭The‬ ‭Bank‬ ‭continued‬ ‭to‬ ‭shift‬ ‭its‬ ‭marketing‬ ‭spending‬ ‭during‬ ‭the‬ ‭first‬ ‭six‬ ‭months‬ ‭of‬ ‭2024‬‭towards‬‭supporting‬‭its‬
‭commercial deposit acquisition activities in the WMA and the SFBA.‬

‭Foreclosure‬ ‭and‬ ‭related‬ ‭expenses‬ ‭include‬ ‭expenses‬ ‭associated‬ ‭with‬ ‭the‬ ‭collection‬ ‭and‬ ‭foreclosure‬ ‭process,‬ ‭such‬ ‭as‬ ‭legal,‬ ‭tax,‬
‭appraisal,‬ ‭insurance‬‭and‬‭other‬‭related‬‭foreclosure‬‭expenses.‬ ‭These‬‭expenses‬‭may‬‭be‬‭recovered‬‭when‬‭the‬‭loan‬‭returns‬‭to‬‭performing‬
‭status‬‭or‬‭when‬‭the‬‭Bank‬‭exercises‬‭its‬‭remedies,‬‭as‬‭they‬‭are‬‭generally‬‭secured‬‭by‬‭the‬‭Bank’s‬‭mortgages.‬ ‭Such‬‭recoveries,‬‭if‬‭any,‬‭are‬
‭reflected‬‭in‬‭future‬‭periods‬‭as‬‭contra-expense.‬ ‭The‬‭Bank‬‭recorded‬‭$46,000‬‭in‬‭foreclosure‬‭and‬‭related‬‭expenses‬‭in‬‭the‬‭six‬‭months‬‭ended‬
‭June‬‭30,‬‭2024‬‭as‬‭compared‬‭to‬‭a‬‭$48,000‬‭credit‬‭in‬‭the‬‭same‬‭period‬‭in‬‭2023.‬ ‭The‬‭credit‬‭in‬‭the‬‭prior‬‭year‬‭was‬‭attributed‬‭to‬‭the‬‭recovery‬
‭of‬‭expenses‬‭in‬‭connection‬‭with‬‭the‬‭resolution‬‭of‬‭certain‬‭non-performing‬‭loans‬‭recorded‬‭in‬‭the‬‭first‬‭six‬‭months‬‭of‬‭2023,‬‭including‬‭an‬
‭$85,000‬‭gain‬‭on‬‭disposal‬‭recorded‬‭on‬‭the‬‭sale‬‭of‬‭a‬‭foreclosed‬‭property.‬ ‭At‬‭June‬‭30,‬‭2024,‬‭December‬‭31,‬‭2023‬‭and‬‭June‬‭30,‬‭2023,‬‭the‬
‭Bank did not own any foreclosed property.‬

‭Other‬ ‭general‬ ‭and‬ ‭administrative‬ ‭expenses,‬ ‭which‬ ‭include‬ ‭director‬ ‭fees,‬ ‭supplies,‬ ‭deposit‬ ‭related‬ ‭losses‬ ‭and‬ ‭audit-related‬
‭expenses,‬ ‭among‬ ‭others,‬ ‭decreased‬ ‭by‬ ‭$243,000,‬ ‭or‬ ‭12%,‬ ‭when‬‭comparing‬‭the‬‭two‬‭periods,‬‭reflecting‬‭lower‬‭supplies,‬‭loan-related,‬
‭travel and legal expenses, partially offset by higher audit-related expenses.‬

‭Income Taxes‬
‭The‬‭Bank‬‭recognizes‬‭income‬‭taxes‬‭under‬‭the‬‭asset‬‭and‬‭liability‬‭method‬‭in‬‭which‬‭deferred‬‭tax‬‭assets‬‭and‬‭liabilities‬‭are‬‭established‬

‭for‬ ‭the‬ ‭temporary‬ ‭difference‬ ‭between‬ ‭the‬ ‭accounting‬ ‭basis‬ ‭and‬ ‭the‬‭tax‬‭basis‬‭of‬‭the‬‭Bank's‬‭assets‬‭and‬‭liabilities‬‭at‬‭enacted‬‭tax‬‭rates‬
‭expected‬‭to‬‭be‬‭in‬‭effect‬‭when‬‭the‬‭amounts‬‭related‬‭to‬‭such‬‭temporary‬‭differences‬‭are‬‭realized‬‭or‬‭settled.‬ ‭The‬‭Bank's‬‭deferred‬‭tax‬‭asset‬
‭is reviewed quarterly by management as to the realizability of such asset.‬

‭During‬‭the‬‭first‬‭six‬‭months‬‭of‬‭2024,‬‭the‬‭Bank‬‭recorded‬‭$2.6‬‭million,‬‭or‬‭19.5%‬‭of‬‭pre-tax‬‭income,‬‭in‬‭tax‬‭expense‬‭as‬‭compared‬‭to‬
‭$5.8‬‭million,‬‭or‬‭25.6%,‬‭for‬‭the‬‭same‬‭quarter‬‭in‬‭2023.‬ ‭The‬‭lower‬‭effective‬‭tax‬‭rate‬‭was‬‭the‬‭result‬‭of‬‭$465,000‬‭of‬‭stock‬‭options‬‭excess‬
‭tax‬‭benefit‬‭and‬‭the‬‭revision‬‭of‬‭income‬‭tax‬‭estimates‬‭recorded‬‭in‬‭the‬‭first‬‭six‬‭months‬‭of‬‭2024,‬‭partially‬‭offset‬‭by‬‭lower‬‭unrealized‬‭gains‬
‭on‬‭equity‬‭securities‬‭recognized‬‭during‬‭the‬‭first‬‭six‬‭months‬‭of‬‭2024‬‭as‬‭compared‬‭to‬‭the‬‭same‬‭period‬‭in‬‭the‬‭prior‬‭year,‬‭as‬‭these‬‭securities‬
‭are‬‭held‬‭at‬‭a‬‭tax-advantaged‬‭subsidiary.‬ ‭The‬‭Bank‬‭recognized‬‭$102,000‬‭on‬‭the‬‭exercise‬‭of‬‭stock‬‭options‬‭during‬‭the‬‭first‬‭six‬‭months‬‭of‬
‭2023.‬

‭BALANCE SHEET ANALYSIS‬
‭COMPARISON AT JUNE 30, 2024 TO DECEMBER 31, 2023‬

‭Assets‬‭totaled‬‭$4.521‬‭billion‬‭at‬‭June‬‭30,‬‭2024,‬‭as‬‭compared‬‭to‬‭$4.484‬‭billion‬‭at‬‭December‬‭31,‬‭2023,‬‭an‬‭increase‬‭of‬‭$36.8‬ ‭million,‬
‭or‬ ‭2%‬ ‭annualized.‬ ‭During‬ ‭the‬ ‭first‬ ‭six‬ ‭months‬ ‭of‬ ‭2024,‬ ‭the‬ ‭Bank‬ ‭continued‬ ‭to‬‭manage‬‭the‬‭balance‬‭of‬‭excess‬‭reserves‬‭held‬‭at‬‭the‬
‭FRBB, in order to minimize the carrying cost of its on-balance sheet liquidity.‬

‭Securities, Short-term Investments and FHLB Stock‬
‭Securities‬ ‭were‬ ‭$99.1‬ ‭million‬ ‭at‬‭June‬‭30,‬‭2024,‬‭an‬‭increase‬‭of‬‭$15.8‬‭million‬‭when‬‭compared‬‭to‬‭$83.3‬‭million‬‭at‬‭December‬‭31,‬

‭2023,‬ ‭reflecting‬ ‭an‬ ‭increase‬ ‭in‬ ‭the‬ ‭fair‬ ‭value‬ ‭of‬‭the‬‭equity‬‭securities‬‭portfolio‬‭and‬‭a‬‭$3.0‬‭million‬‭increase‬‭in‬‭debt‬‭securities‬‭held‬‭to‬
‭maturity.  The fair value of equity securities fluctuates with the performance of equity markets.‬

‭At‬‭both‬‭June‬‭30,‬‭2024‬‭and‬‭December‬‭31,‬‭2023,‬‭the‬‭Bank‬‭held‬‭a‬‭$3.5‬‭million‬‭investment‬‭in‬‭the‬‭subordinated‬‭debt‬‭issued‬‭by‬‭a‬‭bank‬
‭holding‬ ‭company‬ ‭in‬ ‭which‬ ‭the‬ ‭Bank‬ ‭also‬ ‭maintains‬ ‭an‬ ‭equity‬ ‭investment.‬ ‭The‬ ‭balance‬ ‭at‬ ‭June‬ ‭30,‬ ‭2024‬ ‭included‬ ‭additional‬
‭investments‬ ‭made‬ ‭in‬ ‭the‬ ‭senior‬ ‭notes‬ ‭and‬ ‭subordinated‬ ‭debt‬ ‭of‬ ‭other‬ ‭financial‬ ‭institutions.‬ ‭These‬ ‭investments‬ ‭are‬ ‭included‬ ‭in‬
‭securities‬ ‭held‬‭to‬‭maturity‬‭on‬‭the‬‭Consolidated‬‭Balance‬‭Sheets.‬ ‭To‬‭the‬‭extent‬‭permissible‬‭under‬‭Massachusetts‬‭law,‬‭the‬‭Bank‬‭holds‬
‭these securities at the Bank or in a tax-advantaged subsidiary in order to reduce taxable income.‬

‭At‬ ‭June‬ ‭30,‬ ‭2024,‬ ‭equity‬ ‭securities‬‭accounted‬‭for‬‭approximately‬‭93%‬‭of‬‭the‬‭investment‬‭portfolio.‬ ‭At‬‭June‬‭30,‬‭2024,‬‭the‬‭Bank‬
‭held‬ ‭a‬ ‭$8.7‬‭million‬‭investment‬‭in‬‭the‬‭CRA‬‭Fund,‬‭a‬‭mutual‬‭fund‬‭which‬‭invests‬‭in‬‭securities‬‭which‬‭qualify‬‭under‬‭the‬‭CRA‬‭securities‬
‭test.‬ ‭Additionally,‬ ‭the‬ ‭portfolio‬ ‭included‬ ‭$83.9‬ ‭million‬ ‭in‬ ‭marketable‬ ‭common‬‭equity‬‭securities.‬ ‭The‬‭Bank’s‬‭marketable‬‭common‬
‭equity‬ ‭securities‬ ‭are‬ ‭not‬ ‭viewed‬ ‭as‬ ‭a‬ ‭source‬‭of‬‭liquidity‬‭and‬‭are‬‭managed‬‭to‬‭produce‬‭superior‬‭returns‬‭on‬‭capital‬‭over‬‭a‬‭longer‬‭time‬
‭horizon.‬ ‭The‬‭Bank’s‬‭process‬‭is‬‭focused‬‭on‬‭identifying‬‭businesses‬‭with‬‭strong‬‭returns‬‭on‬‭capital,‬‭owner-oriented‬‭management‬‭teams,‬
‭good‬ ‭reinvestment‬ ‭opportunities‬ ‭or‬ ‭capital‬‭discipline,‬‭and‬‭reasonable‬‭valuations.‬ ‭The‬‭portfolio‬‭is‬‭concentrated‬‭in‬‭a‬‭relatively‬‭small‬
‭number‬‭of‬‭investments‬‭in‬‭the‬‭financial‬‭services‬‭and‬‭technology‬‭areas.‬ ‭The‬‭Bank‬‭receives‬‭two‬‭sources‬‭of‬‭advantageous‬‭tax‬‭treatment‬
‭through‬ ‭these‬ ‭investments.‬ ‭First,‬ ‭dividend‬ ‭distributions‬ ‭from‬ ‭these‬ ‭companies‬ ‭to‬ ‭the‬‭Bank‬‭are‬‭partially‬‭excluded‬‭from‬‭the‬‭Bank’s‬
‭taxable‬ ‭income‬ ‭due‬ ‭to‬ ‭the‬ ‭Dividends‬ ‭Received‬ ‭Deduction.‬ ‭Second,‬ ‭to‬ ‭the‬ ‭extent‬ ‭that‬ ‭these‬ ‭companies‬ ‭are‬ ‭capable‬ ‭of‬ ‭internal‬
‭reinvestment‬ ‭at‬ ‭high‬ ‭rates‬ ‭of‬ ‭return‬ ‭or‬ ‭deploy‬ ‭capital‬‭via‬‭tax-advantaged‬‭repurchases,‬‭the‬‭deferred‬‭tax‬‭liability‬‭associated‬‭with‬‭any‬
‭long-term unrealized gains on our investments constitutes an interest-free source of financing.‬

‭As‬‭a‬‭member‬‭of‬‭the‬‭FHLB‬‭of‬‭Boston,‬‭the‬‭Bank‬‭is‬‭required‬‭to‬‭hold‬‭a‬‭Membership‬‭Stock‬‭Investment‬‭plus‬‭an‬‭Activity-based‬‭Stock‬
‭Investment‬‭in‬‭the‬‭FHLB,‬‭which‬‭is‬‭based‬‭primarily‬‭on‬‭the‬‭amount‬‭of‬‭FHLB‬‭borrowings.‬ ‭The‬‭Bank‬‭recorded‬‭dividends‬‭on‬‭FHLB‬‭stock‬
‭totaling‬‭$1.3‬‭million‬‭and‬‭$2.6‬‭million‬‭for‬‭the‬‭three‬‭and‬‭six‬‭months‬‭ended‬‭June‬‭30,‬‭2024,‬‭as‬‭compared‬‭to‬‭$878,000‬‭and‬‭$1.6‬‭million‬‭for‬
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‭the‬‭same‬‭periods‬‭in‬‭2023.‬ ‭The‬‭increase‬‭reflected‬‭the‬‭dividend‬‭rate‬‭increase‬‭implemented‬‭by‬‭the‬‭FHLB,‬‭as‬‭well‬‭as‬‭a‬‭higher‬‭average‬
‭balance‬‭of‬‭FHLB‬‭stock.‬ ‭At‬‭June‬‭30,‬‭2024,‬‭the‬‭Bank‬‭held‬‭$66.2‬‭million‬‭in‬‭FHLB‬‭stock‬‭compared‬‭to‬‭$69.6‬‭million‬‭at‬‭December‬‭31,‬
‭2023.‬

‭Loans and Foreclosed Real Estate‬
‭During‬ ‭the‬ ‭first‬ ‭six‬ ‭months‬ ‭of‬ ‭2024,‬‭net‬‭loans‬‭outstanding‬‭increased‬‭by‬‭$19.2‬‭million‬‭to‬‭$3.933‬‭billion,‬‭from‬‭$3.914‬‭billion‬‭at‬

‭December‬ ‭31,‬ ‭2023,‬ ‭attributable‬ ‭primarily‬ ‭to‬ ‭originated‬ ‭loans‬ ‭of‬ ‭$131.4‬ ‭million,‬ ‭partially‬ ‭offset‬ ‭by‬ ‭payoffs‬ ‭and‬ ‭amortization.‬
‭Comparably,‬‭loan‬‭originations‬‭for‬‭the‬‭same‬‭period‬‭in‬‭2023‬‭were‬‭$203.2‬ ‭million.‬ ‭At‬‭both‬‭June‬‭30,‬‭2024‬‭and‬‭December‬‭31,‬‭2023,‬‭net‬
‭loans outstanding represented 87% of assets.  Mortgage loans continue to account for more than 99% of the loan portfolio.‬

‭A breakdown of the originated loan by geography follows:‬

‭Six Months Ended June‬
‭30, 2023‬

‭Six Months Ended‬
‭June 30, 2024‬

‭Amount‬ ‭Percent‬ ‭Amount‬ ‭Percent‬

‭(Dollars in Thousands)‬

‭Massachusetts‬ ‭$‬ ‭104,181‬ ‭51‬‭%‬ ‭$‬ ‭93,048‬ ‭71‬‭%‬
‭Washington Metropolitan Area‬ ‭94,094‬ ‭46‬ ‭38,328‬ ‭29‬
‭San Francisco Bay Area‬ ‭4,900‬ ‭3‬ ‭—‬ ‭—‬

‭Total‬ ‭$‬ ‭203,175‬ ‭100‬‭%‬ ‭$‬ ‭131,376‬ ‭100‬‭%‬

‭At‬‭June‬‭30,‬‭2024,‬‭the‬‭Bank‬‭had‬‭$1.216‬‭billion‬‭and‬‭$117.7‬‭million,‬‭respectively,‬‭of‬‭commercial‬‭real‬‭estate‬‭loans‬‭originated‬‭in‬‭the‬
‭WMA‬ ‭and‬ ‭the‬ ‭SFBA‬ ‭outstanding‬ ‭(including‬ ‭construction‬ ‭loans).‬ ‭At‬ ‭December‬‭31,‬‭2023,‬‭the‬‭Bank‬‭had‬‭$1.199‬‭billion‬‭and‬‭$118.5‬
‭million, respectively, of loans originated in the WMA and the SFBA outstanding.‬

‭WMA:‬ ‭The‬ ‭Bank‬ ‭began‬ ‭lending‬ ‭to‬ ‭commercial‬ ‭real‬ ‭estate‬ ‭borrowers‬ ‭in‬ ‭the‬ ‭WMA‬ ‭in‬ ‭November‬ ‭2016,‬ ‭after‬‭several‬‭years‬‭of‬
‭research‬ ‭and‬ ‭preparation.‬ ‭The‬‭Bank‬‭had‬‭also‬‭held‬‭direct‬‭equity‬‭investments‬‭in‬‭other‬‭WMA‬‭area‬‭banks‬‭prior‬‭to‬‭entering‬‭the‬‭market‬
‭operationally.‬ ‭In‬ ‭2019,‬ ‭the‬ ‭Bank‬ ‭opened‬ ‭a‬ ‭commercial‬ ‭lending‬ ‭office‬ ‭at‬ ‭a‬ ‭temporary‬ ‭location‬ ‭and‬ ‭hired‬ ‭a‬‭commercial‬‭real‬‭estate‬
‭lender.‬ ‭In‬‭February‬‭2020,‬‭the‬‭Bank‬‭acquired‬‭a‬‭property‬‭in‬‭the‬‭Georgetown‬‭neighborhood‬‭of‬‭Washington,‬‭D.C.,‬‭renovated‬‭the‬‭property,‬
‭and‬‭opened‬‭a‬‭commercial‬‭banking‬‭office‬‭in‬‭2022.‬ ‭The‬‭Bank‬‭obtained‬‭regulatory‬‭approval‬‭to‬‭exercise‬‭branch‬‭powers‬‭at‬‭this‬‭office‬‭in‬
‭2023.‬ ‭The‬‭Bank‬‭has‬‭a‬‭senior‬‭commercial‬‭real‬‭estate‬‭lender‬‭based‬‭in‬‭the‬‭WMA,‬‭along‬‭with‬‭a‬‭relationship‬‭manager‬‭from‬‭the‬‭Bank’s‬
‭SDG.‬ ‭When‬‭needed,‬‭the‬‭Bank‬‭also‬‭utilizes‬‭Boston-based‬‭staff‬‭in‬‭its‬‭Commercial‬‭Real‬‭Estate‬‭Group‬‭and‬‭SDG‬‭with‬‭experience‬‭in‬‭the‬
‭WMA, on a fly-away basis from its main office.‬

‭The‬‭Bank‬‭originally‬‭identified‬‭the‬‭WMA‬‭as‬‭an‬‭attractive‬‭opportunity‬‭for‬‭three‬‭reasons.‬ ‭First,‬‭the‬‭region‬‭has‬‭favorable‬‭economic‬
‭characteristics‬‭that‬‭will‬‭support‬‭long-term‬‭investments‬‭in‬‭commercial‬‭real‬‭estate.‬ ‭It‬‭is‬‭the‬‭capital‬‭of‬‭the‬‭world’s‬‭largest‬‭economy,‬‭it‬‭is‬
‭an‬‭international‬‭economic‬‭gateway,‬‭it‬‭has‬‭one‬‭of‬‭the‬‭highest‬‭household‬‭median‬‭income‬‭of‬‭any‬‭of‬‭the‬‭nation’s‬‭major‬‭metropolitan‬‭areas,‬
‭and‬‭it‬‭has‬‭a‬‭relatively‬‭high‬‭concentration‬‭of‬‭young‬‭people.‬ ‭Second,‬‭the‬‭commercial‬‭real‬‭estate‬‭product‬‭in‬‭the‬‭market‬‭bears‬‭significant‬
‭similarity‬ ‭to‬ ‭Boston,‬ ‭characterized‬ ‭by‬ ‭high‬ ‭density,‬ ‭urban‬ ‭infill‬‭development,‬‭transit-oriented‬‭multifamily,‬‭and‬‭scarcity‬‭imposed‬‭by‬
‭land‬‭supply‬‭and‬‭restrictions‬‭on‬‭vertical‬‭development.‬ ‭Third,‬‭we‬‭believe‬‭that‬‭the‬‭banking‬‭market‬‭in‬‭Washington,‬‭D.C.‬‭has‬‭experienced‬
‭a‬‭level‬‭of‬‭consolidation‬‭and‬‭disruption‬‭that‬‭has‬‭left‬‭smaller‬‭and‬‭mid-sized‬‭real‬‭estate‬‭investors‬‭underserved‬‭as‬‭compared‬‭to‬‭the‬‭Boston‬
‭market.‬ ‭Although‬ ‭we‬ ‭are‬ ‭relatively‬ ‭new‬‭to‬‭this‬‭marketplace,‬‭we‬‭believe‬‭that‬‭our‬‭history‬‭as‬‭one‬‭of‬‭America’s‬‭oldest‬‭banks‬‭and‬‭our‬
‭family‬‭management‬‭team‬‭provide‬‭stability‬‭and‬‭surety‬‭of‬‭execution‬‭that‬‭is‬‭valued‬‭by‬‭our‬‭customers.‬ ‭With‬‭over‬‭five‬‭years‬‭of‬‭operation‬
‭in‬ ‭the‬ ‭market,‬ ‭we‬ ‭have‬ ‭gained‬ ‭increasing‬ ‭confidence‬ ‭in‬ ‭this‬ ‭thesis.‬ ‭We‬ ‭view‬ ‭this‬ ‭as‬ ‭an‬ ‭attractive‬ ‭opportunity‬ ‭for‬‭internal‬‭capital‬
‭allocation‬ ‭and‬ ‭superior‬ ‭to‬ ‭geographically‬ ‭proximate,‬ ‭product-adjacent‬ ‭businesses‬ ‭like‬ ‭wealth‬ ‭management,‬ ‭insurance,‬ ‭or‬
‭commercial-industrial‬ ‭lending‬ ‭in‬ ‭our‬ ‭home‬ ‭marketplace.‬ ‭The‬ ‭Bank‬ ‭did‬ ‭not‬ ‭initially‬ ‭make‬ ‭commercial‬ ‭construction‬ ‭loans‬ ‭in‬ ‭this‬
‭market,‬‭as‬‭these‬‭loans‬‭have‬‭a‬‭higher‬‭level‬‭of‬‭inherent‬‭risk.‬ ‭As‬‭the‬‭Bank‬‭developed‬‭greater‬‭familiarity‬‭with‬‭the‬‭market‬‭and‬‭the‬‭portfolio‬
‭grew,‬‭the‬‭Bank‬‭made‬‭the‬‭investment‬‭in‬‭the‬‭operational‬‭capacity‬‭to‬‭originate‬‭and‬‭manage‬‭such‬‭loans‬‭in‬‭the‬‭WMA‬‭and‬‭the‬‭Bank‬‭now‬
‭originates‬‭the‬‭full‬‭range‬‭of‬‭commercial‬‭mortgages‬‭in‬‭Washington.‬ ‭For‬‭similar‬‭reasons,‬‭the‬‭Bank‬‭also‬‭delayed‬‭originating‬‭residential‬
‭owner‬‭occupant‬‭loans‬‭in‬‭the‬‭WMA,‬‭but‬‭as‬‭the‬‭Bank’s‬‭customer‬‭base‬‭has‬‭grown,‬‭the‬‭Bank‬‭has‬‭seen‬‭significant‬‭demand‬‭for‬‭this‬‭service.‬
‭In 2023, the Bank began offering such loans to existing commercial and private clients of the Bank in the WMA.‬

‭SFBA:‬ ‭The‬‭San‬‭Francisco‬‭Bay‬‭Area‬‭is‬‭the‬‭Bank’s‬‭newest‬‭and‬‭smallest‬‭market,‬‭having‬‭begun‬‭operations‬‭in‬‭2021‬‭with‬‭a‬‭focus‬‭on‬
‭commercial‬‭real‬‭estate‬‭customers‬‭and‬‭commercial‬‭and‬‭nonprofit‬‭deposit‬‭relationships.‬‭The‬‭Bank‬‭relies‬‭to‬‭a‬‭large‬‭extent‬‭on‬‭Boston‬‭and‬
‭WMA-based‬ ‭staff‬ ‭to‬ ‭cover‬‭the‬‭initial‬‭operations‬‭in‬‭this‬‭market.‬ ‭The‬‭Bank‬‭recently‬‭hired‬‭a‬‭deposit-focused‬‭relationship‬‭manager‬‭in‬
‭San‬‭Francisco‬‭to‬‭join‬‭the‬‭SDG‬‭and‬‭is‬‭actively‬‭looking‬‭to‬‭hire‬‭a‬‭dedicated‬‭commercial‬‭real‬‭estate‬‭lender‬‭in‬‭this‬‭market.‬ ‭The‬‭Bank‬‭does‬
‭not‬‭have‬‭a‬‭retail‬‭branch‬‭in‬‭this‬‭market.‬ ‭The‬‭Bank‬‭built‬‭the‬‭operational‬‭framework‬‭for‬‭originating‬‭commercial‬‭real‬‭estate‬‭loans‬‭in‬‭the‬
‭SFBA‬‭and‬‭began‬‭engaging‬‭with‬‭prospective‬‭customers‬‭in‬‭2021.‬ ‭The‬‭Bank‬‭closed‬‭its‬‭first‬‭loan‬‭in‬‭the‬‭SFBA‬‭in‬‭the‬‭fourth‬‭quarter‬‭of‬
‭2021‬‭and‬‭continued‬‭to‬‭originate‬‭loans‬‭in‬‭2022,‬‭and‬‭to‬‭a‬‭lesser‬‭extent,‬‭in‬‭2023.‬ ‭The‬‭Bank‬‭did‬‭not‬‭originate‬‭loans‬‭in‬‭the‬‭SFBA‬‭in‬‭the‬
‭first six months of 2024.‬

‭This‬‭initiative‬‭builds‬‭on‬‭several‬‭years‬‭of‬‭research‬‭and‬‭direct‬‭equity‬‭investments‬‭that‬‭provided‬‭the‬‭Bank‬‭with‬‭exposure‬‭and‬‭insight‬
‭into‬ ‭the‬ ‭SFBA‬ ‭real‬ ‭estate‬ ‭and‬ ‭banking‬‭markets,‬‭but‬‭the‬‭Bank’s‬‭long-term‬‭plans‬‭were‬‭accelerated‬‭to‬‭capitalize‬‭the‬‭pandemic-related‬
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‭disruption‬‭in‬‭those‬‭markets.‬ ‭The‬‭Bank‬‭continues‬‭to‬‭believe‬‭that‬‭the‬‭most‬‭attractive‬‭markets‬‭for‬‭its‬‭business‬‭are‬‭coastal,‬‭urban,‬‭gateway‬
‭cities‬ ‭with‬ ‭substantial‬ ‭wealth,‬ ‭favorable‬ ‭demographics,‬ ‭substantial‬ ‭multifamily‬ ‭real‬ ‭estate,‬ ‭and‬ ‭consolidation‬ ‭among‬ ‭small‬ ‭and‬
‭mid-sized‬ ‭banks.‬ ‭This‬ ‭initiative‬ ‭has‬ ‭initially‬ ‭focused‬‭on‬‭both‬‭investor‬‭and‬‭owner-occupied‬‭commercial‬‭real‬‭estate‬‭and‬‭multifamily‬
‭properties.  The Bank does not yet originate commercial construction or owner-occupied residential loans in the SFBA.‬

‭Originations‬‭in‬‭the‬‭SFBA‬‭have‬‭been‬‭materially‬‭lower‬‭recently‬‭when‬‭compared‬‭to‬‭the‬‭WMA‬‭and‬‭Boston‬‭markets.‬ ‭This‬‭is‬‭largely‬
‭the‬‭product‬‭of‬‭the‬‭changes‬‭in‬‭market‬‭conditions‬‭in‬‭2023‬‭and‬‭2024‬‭in‬‭the‬‭SFBA‬‭market,‬‭as‬‭opposed‬‭to‬‭a‬‭deliberate‬‭choice‬‭by‬‭the‬‭Bank‬
‭to‬‭alter‬‭its‬‭approach‬‭to‬‭the‬‭marketplace.‬ ‭There‬‭were‬‭some‬‭SFBA‬‭market-specific‬‭conditions‬‭in‬‭2023,‬‭including‬‭disruption‬‭in‬‭the‬‭local‬
‭banking‬ ‭market‬ ‭and‬ ‭several‬ ‭well-publicized‬ ‭portfolios‬ ‭of‬ ‭distressed‬ ‭multifamily‬ ‭properties,‬ ‭that‬ ‭appear‬ ‭to‬ ‭have‬ ‭had‬ ‭a‬ ‭differential‬
‭impact‬ ‭on‬ ‭the‬‭SFBA‬‭multifamily‬‭market.‬ ‭The‬‭Bank‬‭continues‬‭to‬‭engage‬‭actively‬‭with‬‭prospective‬‭customers‬‭in‬‭the‬‭SFBA‬‭for‬‭both‬
‭lending and deposit opportunities.‬

‭All‬‭WMA‬‭and‬‭SFBA‬‭underwriting‬‭and‬‭approval‬‭processes‬‭are‬‭identical‬‭to‬‭those‬‭utilized‬‭in‬‭the‬‭Boston‬‭marketplace‬‭and‬‭all‬‭loans‬
‭are‬ ‭reviewed‬ ‭and‬ ‭approved‬ ‭by‬ ‭the‬ ‭Bank’s‬ ‭Executive‬ ‭Committee‬ ‭and‬ ‭when‬ ‭larger‬ ‭than‬ ‭$2.0‬ ‭million,‬ ‭by‬ ‭the‬ ‭Bank’s‬ ‭full‬ ‭Board‬ ‭of‬
‭Directors.‬ ‭A‬ ‭member‬ ‭of‬ ‭the‬ ‭Executive‬ ‭Committee‬ ‭performs‬ ‭a‬‭site‬‭visit‬‭for‬‭every‬‭collateral‬‭property.‬ ‭The‬‭Bank‬‭has‬‭retained‬‭local‬
‭counsel‬‭in‬‭both‬‭markets‬‭to‬‭advise‬‭on‬‭all‬‭of‬‭its‬‭transactional‬‭needs,‬‭with‬‭oversight‬‭on‬‭each‬‭individual‬‭transaction‬‭by‬‭the‬‭Bank’s‬‭primary‬
‭real‬ ‭estate‬ ‭counsel‬ ‭in‬ ‭Boston.‬ ‭The‬ ‭Bank‬ ‭uses‬ ‭the‬ ‭same‬ ‭consulting‬ ‭firm‬ ‭in‬ ‭Boston,‬ ‭Washington,‬ ‭D.C.,‬ ‭and‬ ‭San‬ ‭Francisco‬ ‭for‬
‭environmental‬ ‭assessments‬ ‭and‬ ‭property‬‭condition‬‭reports‬‭to‬‭ensure‬‭quality‬‭of‬‭execution‬‭and‬‭manage‬‭risk.‬ ‭This‬‭firm‬‭also‬‭performs‬
‭seismic‬‭risk‬‭assessments‬‭in‬‭San‬‭Francisco‬‭for‬‭the‬‭Bank.‬ ‭The‬‭Bank‬‭generally‬‭requires‬‭that‬‭all‬‭third-party‬‭assessments‬‭are‬‭conducted‬‭by‬
‭the‬‭Bank’s‬‭consultants‬‭and‬‭will‬‭not‬‭generally‬‭accept‬‭reports‬‭ordered‬‭separately‬‭by‬‭a‬‭borrower.‬ ‭Once‬‭closed,‬‭these‬‭loans‬‭are‬‭subject‬‭to‬
‭all of the Bank’s regular quality control and portfolio management processes.‬

‭The‬‭Bank‬‭approaches‬‭prospective‬‭borrowers‬‭directly‬‭via‬‭advertising‬‭programs,‬‭and‬‭indirectly‬‭via‬‭intermediaries‬‭such‬‭as‬‭attorneys,‬
‭accountants‬‭and‬‭mortgage‬‭brokers.‬ ‭The‬‭Bank‬‭also‬‭has‬‭existing‬‭Boston-based‬‭customers‬‭with‬‭real‬‭estate‬‭investment‬‭holdings‬‭in‬‭both‬
‭the Massachusetts and the WMA or SFBA markets.‬

‭Commercial real estate loans by collateral type at December 31, 2023 and June 30, 2024 , are as follows:‬

‭December 31, 2023‬ ‭June 30, 2024‬
‭Amount‬ ‭Percent‬ ‭Amount‬ ‭Percent‬

‭(Dollars in Thousands)‬

‭Multifamily (5+)‬ ‭$‬ ‭1,077,174‬ ‭34‬‭%‬ ‭$‬ ‭1,131,831‬ ‭35‬‭%‬
‭Residential (1-4)‬ ‭481,014‬ ‭15‬ ‭485,403‬ ‭15‬
‭Office‬ ‭508,397‬ ‭16‬ ‭477,185‬ ‭15‬
‭Mixed use‬ ‭524,657‬ ‭17‬ ‭545,002‬ ‭17‬
‭Retail‬ ‭300,429‬ ‭10‬ ‭302,244‬ ‭10‬
‭Industrial‬ ‭133,863‬ ‭4‬ ‭132,964‬ ‭4‬
‭Land‬ ‭59,508‬ ‭2‬ ‭59,504‬ ‭2‬
‭Others‬ ‭70,242‬ ‭2‬ ‭71,240‬ ‭2‬

‭Total‬ ‭$‬ ‭3,155,284‬ ‭100‬‭%‬ ‭$‬ ‭3,205,373‬ ‭100‬‭%‬

‭Mixed-use‬‭properties‬‭generally‬‭consist‬‭of‬‭urban‬‭properties‬‭which‬‭combine‬‭a‬‭substantial‬‭multifamily‬‭use‬‭with‬‭street‬‭level‬‭retail‬‭or‬
‭office uses.‬

‭Loans‬‭are‬‭carried‬‭net‬‭of‬‭the‬‭allowance‬‭for‬‭credit‬‭losses.‬ ‭The‬‭allowance‬‭is‬‭maintained‬‭at‬‭a‬‭level‬‭to‬‭absorb‬‭losses‬‭within‬‭the‬‭loan‬
‭portfolio.‬ ‭At‬‭June‬‭30,‬‭2024,‬‭the‬‭allowance‬‭for‬‭credit‬‭losses‬‭had‬‭a‬‭balance‬‭of‬‭$26.9‬‭million,‬‭as‬‭compared‬‭to‬‭$26.7‬‭million‬‭at‬‭December‬
‭31, 2023.  The allowance for credit losses represented 0.68% of gross loans as of both June 30, 2024 and December 31, 2023.‬

‭The‬‭Bank’s‬‭non-performing‬‭assets‬‭consist‬‭of‬‭non-accrual‬‭loans‬‭and‬‭foreclosed‬‭real‬‭estate.‬ ‭At‬‭June‬‭30,‬‭2024,‬‭there‬‭were‬‭eight‬
‭residential‬ ‭loans‬ ‭classified‬ ‭as‬ ‭non-accrual‬ ‭totaling‬ ‭$1.7‬ ‭million‬ ‭as‬ ‭compared‬ ‭to‬ ‭five‬ ‭non-accrual‬ ‭loans‬ ‭totaling‬ ‭$1.5‬ ‭million‬ ‭at‬
‭December‬ ‭31,‬ ‭2023.‬ ‭At‬ ‭June‬ ‭30,‬ ‭2024,‬ ‭non-performing‬‭assets‬‭were‬‭0.04%‬‭of‬‭total‬‭assets,‬‭as‬‭compared‬‭to‬‭0.03%‬‭at‬‭December‬‭31,‬
‭2023.‬ ‭At‬ ‭June‬ ‭30,‬ ‭2024‬ ‭and‬ ‭December‬ ‭31,‬ ‭2023,‬ ‭the‬ ‭Bank‬ ‭had‬ ‭no‬ ‭foreclosed‬ ‭assets.‬ ‭The‬ ‭Bank‬ ‭works‬ ‭closely‬ ‭with‬ ‭delinquent‬
‭mortgagors‬‭to‬‭bring‬‭their‬‭loans‬‭current‬‭and‬‭commences‬‭foreclosure‬‭proceedings‬‭if‬‭the‬‭mortgagor‬‭is‬‭unable‬‭to‬‭satisfy‬‭their‬‭outstanding‬
‭obligation.‬ ‭Although‬ ‭regulatory‬ ‭changes‬ ‭have‬ ‭slowed‬ ‭the‬ ‭foreclosure‬ ‭process‬ ‭in‬ ‭recent‬ ‭years,‬ ‭the‬ ‭Bank‬ ‭continues‬ ‭to‬ ‭pursue‬
‭delinquencies vigorously.‬

‭Management‬‭believes‬‭that‬‭its‬‭loans‬‭classified‬‭as‬‭non-accrual‬‭are‬‭significantly‬‭collateralized,‬‭pose‬‭minimal‬‭risk‬‭of‬‭loss‬‭to‬‭the‬‭Bank,‬
‭and‬‭the‬‭allowance‬‭for‬‭credit‬‭losses‬‭allocated‬‭to‬‭these‬‭loans‬‭is‬‭sufficient‬‭to‬‭absorb‬‭such‬‭losses,‬‭if‬‭any.‬ ‭However,‬‭management‬‭continues‬
‭to monitor the loan portfolio and additional reserves will be recorded if necessary.‬
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‭Below is a summary of non-performing assets:‬

‭December 31,‬
‭2023‬

‭June 30,‬
‭2024‬

‭(Dollars in Thousands)‬
‭Non-accrual loans:‬

‭Residential real estate‬ ‭$‬ ‭877‬ ‭$‬ ‭1,109‬
‭Commercial real estate‬ ‭—‬ ‭—‬
‭Home equity‬ ‭602‬ ‭600‬

‭Total non-accrual loans‬ ‭1,479‬ ‭1,709‬

‭Foreclosed real estate‬ ‭—‬ ‭—‬
‭Total non-performing assets‬ ‭$‬ ‭1,479‬ ‭$‬ ‭1,709‬

‭Percent of non-accrual loans to:‬
‭Total loans‬ ‭0.04‬ ‭%‬ ‭0.04‬ ‭%‬
‭Total assets‬ ‭0.03‬ ‭%‬ ‭0.04‬ ‭%‬

‭Percent of non-performing assets to:‬
‭Total loans and foreclosed real estate‬ ‭0.04‬ ‭%‬ ‭0.04‬ ‭%‬
‭Total assets‬ ‭0.03‬ ‭%‬ ‭0.04‬ ‭%‬

‭Allowance for credit losses to total loans‬ ‭0.68‬ ‭%‬ ‭0.68‬ ‭%‬

‭Other Assets‬
‭The‬‭Bank‬‭held‬‭$13.8‬‭million‬‭in‬‭bank-owned‬‭life‬‭insurance‬‭at‬‭June‬‭30,‬‭2024,‬‭as‬‭compared‬‭to‬‭$13.6‬‭million‬‭at‬‭December‬‭31,‬‭2023.‬

‭The‬‭$163,000‬‭increase‬‭during‬‭the‬‭first‬‭six‬‭months‬‭of‬‭2024‬‭is‬‭due‬‭to‬‭increases‬‭in‬‭the‬‭cash‬‭surrender‬‭value‬‭of‬‭policies‬‭insuring‬‭the‬‭life‬‭of‬
‭a‬‭current‬‭Bank‬‭executive.‬ ‭The‬‭policies‬‭accrete‬‭at‬‭a‬‭variable‬‭rate‬‭of‬‭interest‬‭with‬‭minimum‬‭stated‬‭guaranteed‬‭rates.‬ ‭The‬‭Bank‬‭monitors‬
‭the‬ ‭financial‬ ‭strength‬ ‭and‬ ‭counterparty‬ ‭credit‬ ‭ratings‬ ‭of‬ ‭the‬ ‭policy‬ ‭issuers‬ ‭and‬ ‭has‬ ‭determined‬ ‭that‬ ‭at‬ ‭June‬ ‭30,‬ ‭2024,‬‭one‬‭of‬‭three‬
‭issuers‬‭was‬‭rated‬‭at‬‭or‬‭above‬‭Bank‬‭guidelines.‬ ‭Of‬‭the‬‭other‬‭two‬‭issuers,‬‭one‬‭retained‬‭a‬‭rating‬‭from‬‭A.M.‬‭Best‬‭two‬‭notches‬‭below‬‭Bank‬
‭guidelines‬‭at‬‭B++‬‭,‬‭while‬‭the‬‭other‬‭retained‬‭a‬‭rating‬‭from‬‭Moody’s‬‭and‬‭Fitch‬‭two‬‭and‬‭one‬‭notches‬‭below‬‭Bank‬‭guidelines‬‭at‬‭Baa1‬‭and‬
‭A-, respectively (with a stable outlook).‬

‭As‬ ‭of‬ ‭June‬ ‭30,‬ ‭2024,‬ ‭the‬ ‭right-of-use‬ ‭asset‬ ‭and‬ ‭corresponding‬ ‭lease‬ ‭liability‬ ‭related‬ ‭to‬ ‭operating‬‭leases‬‭for‬‭two‬‭of‬‭the‬‭Bank’s‬
‭banking‬‭offices‬‭was‬‭$265,000‬‭and‬‭$287,000,‬‭respectively.‬ ‭The‬‭right-of-use‬‭asset‬‭is‬‭included‬‭in‬‭other‬‭assets‬‭and‬‭the‬‭lease‬‭liability‬‭is‬
‭included in other liabilities in the Consolidated Balance Sheets.‬

‭As‬ ‭of‬ ‭June‬ ‭30,‬ ‭2024,‬ ‭the‬ ‭Bank‬ ‭holds‬ ‭a‬ ‭$2.4‬ ‭million‬ ‭investment‬ ‭in‬ ‭the‬ ‭common‬ ‭stock‬ ‭of‬ ‭Founders‬ ‭Bank,‬ ‭a‬ ‭de‬ ‭novo‬ ‭bank‬ ‭in‬
‭Washington, D.C.  This balance includes a $2.3 million initial investment in common stock and related unrealized gains.‬

‭As‬ ‭of‬ ‭June‬ ‭30,‬ ‭2024,‬ ‭other‬ ‭assets‬ ‭included‬ ‭a‬ ‭$741,000‬ ‭investment‬ ‭in‬ ‭the‬ ‭Washington‬ ‭Housing‬ ‭Initiative,‬ ‭a‬ ‭CRA‬ ‭investment‬
‭vehicle‬ ‭that‬ ‭provides‬ ‭low‬ ‭cost‬ ‭loans‬ ‭to‬ ‭acquire‬ ‭and‬ ‭develop‬ ‭affordable‬ ‭workforce‬ ‭housing‬ ‭in‬ ‭Washington‬ ‭D.C.‬‭and‬‭a‬‭$5.0‬‭million‬
‭investment‬ ‭in‬ ‭the‬ ‭San‬ ‭Francisco‬ ‭Housing‬ ‭Accelerator‬ ‭Fund,‬‭a‬‭CRA‬‭investment‬‭vehicle‬‭that‬‭provides‬‭low‬‭cost‬‭loans‬‭to‬‭acquire‬‭and‬
‭develop affordable workforce housing in San Francisco.‬

‭Deposits‬
‭Deposits‬ ‭increased‬ ‭by‬ ‭$68.3‬ ‭million‬ ‭to‬ ‭$2.418‬ ‭billion‬ ‭at‬ ‭June‬ ‭30,‬ ‭2024,‬ ‭from‬ ‭$2.350‬ ‭billion‬ ‭at‬ ‭December‬ ‭31,‬ ‭2023.‬

‭Non-certificate‬ ‭accounts,‬ ‭which‬ ‭include‬ ‭regular,‬ ‭money‬ ‭market,‬ ‭NOW‬ ‭and‬ ‭demand‬ ‭deposits,‬ ‭increased‬ ‭by‬ ‭$33.5‬ ‭million‬ ‭from‬
‭December‬‭31,‬‭2023‬‭to‬‭June‬‭30,‬‭2024,‬‭while‬‭certificate‬‭balances‬‭increased‬‭by‬‭$34.8‬‭million.‬ ‭The‬‭increase‬‭in‬‭non-certificate‬‭accounts‬
‭was‬ ‭driven‬ ‭by‬ ‭money‬ ‭market,‬ ‭NOW‬ ‭and‬ ‭demand‬ ‭deposit‬ ‭accounts,‬ ‭as‬ ‭the‬ ‭Bank‬ ‭continued‬ ‭to‬ ‭focus‬ ‭on‬ ‭developing‬‭and‬‭deepening‬
‭deposit‬ ‭relationships‬ ‭with‬ ‭new‬ ‭and‬ ‭existing‬ ‭commercial‬ ‭and‬ ‭non-profit‬ ‭customers.‬ ‭The‬ ‭increase‬ ‭in‬ ‭certificate‬ ‭account‬ ‭balances‬
‭primarily‬‭reflects‬‭a‬‭$25.9‬‭million‬‭increase‬‭in‬‭retail‬‭and‬‭commercial‬‭time‬‭deposits,‬‭combined‬‭with‬‭a‬‭$8.9‬‭million‬‭increase‬‭in‬‭wholesale‬
‭time‬ ‭deposits,‬ ‭which‬‭includes‬‭both‬‭brokered‬‭and‬‭Internet‬‭listing‬‭services‬‭time‬‭deposits.‬‭Non-certificate‬‭accounts‬‭represent‬‭49.3%‬‭of‬
‭total deposits at June 30, 2024, as compared to 49.0% at December 31, 2023.‬

‭Other‬‭banks‬‭and‬‭credit‬‭unions‬‭in‬‭the‬‭Bank's‬‭market‬‭areas,‬‭banking‬‭services‬‭through‬‭the‬‭Internet,‬‭and‬‭mutual‬‭funds‬‭make‬‭up‬‭the‬
‭Bank’s‬‭primary‬‭competition‬‭for‬‭deposits.‬ ‭At‬‭times,‬‭the‬‭Bank‬‭also‬‭faces‬‭direct‬‭and‬‭indirect‬‭competition‬‭from‬‭fixed‬‭income‬‭securities‬
‭such‬ ‭as‬ ‭U.S‬ ‭Treasury‬ ‭bills‬ ‭or‬ ‭non-bank‬ ‭financial‬ ‭services‬ ‭companies‬ ‭with‬ ‭access‬ ‭to‬ ‭the‬ ‭Federal‬ ‭Reserve’s‬ ‭Overnight‬ ‭Reverse‬
‭Repurchase‬ ‭Facility.‬ ‭The‬ ‭Bank's‬ ‭ability‬ ‭to‬ ‭attract‬ ‭and‬ ‭retain‬ ‭deposits‬ ‭depends‬ ‭upon‬ ‭satisfaction‬ ‭of‬ ‭depositors'‬ ‭requirements‬ ‭with‬
‭respect‬ ‭to‬ ‭insurance,‬ ‭product,‬ ‭rate‬ ‭and‬ ‭service.‬ ‭The‬ ‭Bank‬ ‭offers‬ ‭traditional‬‭deposit‬‭products,‬‭competitive‬‭rates,‬‭convenient‬‭branch‬
‭locations,‬‭ATMs,‬‭debit‬‭cards‬‭and‬‭Internet-based‬‭banking‬‭for‬‭consumers‬‭and‬‭commercial‬‭account‬‭holders.‬ ‭The‬‭Bank‬‭also‬‭opens‬‭deposit‬
‭accounts,‬ ‭including‬ ‭checking‬ ‭accounts,‬ ‭money‬ ‭market‬ ‭accounts,‬ ‭and‬ ‭certificates‬ ‭of‬ ‭deposit,‬‭directly‬‭online‬‭for‬‭personal‬‭customers.‬
‭Occasionally,‬ ‭the‬ ‭Bank‬ ‭implements‬ ‭special‬ ‭offerings‬ ‭based‬ ‭on‬‭market‬‭conditions‬‭and‬‭the‬‭competitive‬‭environment.‬ ‭The‬‭Bank‬‭also‬
‭offers‬ ‭a‬ ‭limited‬ ‭range‬ ‭of‬ ‭certificate‬ ‭of‬ ‭deposit‬ ‭products‬ ‭using‬ ‭national‬ ‭Internet‬ ‭listing‬ ‭services‬ ‭and‬ ‭brokered‬ ‭deposits.‬ ‭These‬
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‭alternatives,‬‭at‬‭times,‬‭provide‬‭the‬‭Bank‬‭with‬‭a‬‭source‬‭of‬‭funding‬‭across‬‭different‬‭maturities‬‭at‬‭lower‬‭cost‬‭and/or‬‭longer‬‭duration‬‭than‬
‭may‬‭be‬‭available‬‭via‬‭retail‬‭or‬‭other‬‭wholesale‬‭channels.‬‭At‬‭June‬‭30,‬‭2024,‬‭the‬‭Bank‬‭had‬‭$497.6‬‭million‬‭in‬‭deposits‬‭from‬‭these‬‭sources,‬
‭as‬ ‭compared‬ ‭to‬ ‭$488.7‬ ‭million‬ ‭at‬‭December‬‭31,‬‭2023.‬ ‭The‬‭Bank‬‭carefully‬‭manages‬‭its‬‭wholesale‬‭funding‬‭mix‬‭allocation‬‭based‬‭on‬
‭market‬‭conditions‬‭to‬‭reduce‬‭the‬‭Bank’s‬‭cost‬‭of‬‭interest-bearing‬‭liabilities‬‭and‬‭minimize‬‭the‬‭negative‬‭effect‬‭of‬‭elevated‬‭short-term‬‭rates‬
‭on‬ ‭the‬ ‭Bank’s‬ ‭net‬ ‭interest‬ ‭margin.‬ ‭In‬ ‭doing‬ ‭this,‬ ‭the‬ ‭Bank‬ ‭takes‬ ‭into‬ ‭consideration‬ ‭each‬ ‭funding‬ ‭source’s‬ ‭interest‬ ‭rate,‬ ‭broker‬
‭commission‬‭and‬‭FDIC‬‭insurance‬‭assessment‬‭implications‬‭(as‬‭applicable),‬‭speed‬‭of‬‭execution‬‭as‬‭well‬‭as‬‭the‬‭operational‬‭characteristics.‬
‭This‬‭approach‬‭has‬‭allowed‬‭the‬‭Bank‬‭to‬‭maintain‬‭deposit‬‭balances‬‭to‬‭fund‬‭lending‬‭activity‬‭and‬‭operate‬‭with‬‭an‬‭elevated‬‭level‬‭of‬‭on‬‭and‬
‭off-balance sheet liquidity.‬

‭Deposits‬‭are‬‭insured‬‭in‬‭full‬‭through‬‭the‬‭combination‬‭of‬‭the‬‭FDIC‬‭and‬‭the‬‭DIF.‬ ‭Generally,‬‭separately‬‭insured‬‭deposit‬‭accounts‬‭are‬
‭insured‬‭up‬‭to‬‭$250,000‬‭by‬‭the‬‭FDIC‬‭and‬‭deposit‬‭balances‬‭in‬‭excess‬‭of‬‭this‬‭amount‬‭are‬‭insured‬‭by‬‭the‬‭DIF.‬ ‭DIF‬‭insurance‬‭provides‬‭an‬
‭advantage for the Bank as some competitors cannot offer this coverage.‬

‭Below is a summary of deposits:‬
‭Deposit Balances by Type‬

‭December 31,‬
‭2023‬

‭% of‬
‭Total‬

‭June 30,‬
‭2024‬

‭% of‬
‭Total‬

‭(Dollars in Thousands)‬

‭Non-certificate accounts‬
‭Regular‬ ‭$‬ ‭82,050‬ ‭3.5‬ ‭%‬ ‭$‬ ‭76,207‬ ‭3.2‬ ‭%‬
‭Money market deposits‬ ‭723,786‬ ‭30.8‬ ‭754,573‬ ‭31.2‬
‭NOW‬ ‭11,425‬ ‭0.5‬ ‭15,809‬ ‭0.7‬
‭Demand‬ ‭339,059‬ ‭14.4‬ ‭343,262‬ ‭14.2‬

‭Total non-certificate accounts‬ ‭1,156,320‬ ‭49.2‬ ‭1,189,851‬ ‭49.3‬

‭Term certificates of less than $250,000‬ ‭836,382‬ ‭35.6‬ ‭839,840‬ ‭34.6‬
‭Term certificates of $250,000 or more‬ ‭357,275‬ ‭15.2‬ ‭388,573‬ ‭16.1‬

‭Total certificate accounts‬ ‭1,193,657‬ ‭50.8‬ ‭1,228,413‬ ‭50.7‬
‭Total deposits‬ ‭$‬ ‭2,349,977‬ ‭100.0‬ ‭%‬ ‭$‬ ‭2,418,264‬ ‭100.0‬ ‭%‬

‭Borrowings‬
‭FHLB‬ ‭advances‬ ‭were‬ ‭$1.649‬ ‭billion,‬ ‭or‬ ‭36%‬ ‭of‬ ‭total‬ ‭assets,‬ ‭at‬ ‭June‬ ‭30,‬‭2024,‬‭as‬‭compared‬‭to‬‭$1.693‬‭billion,‬‭or‬‭38%‬‭of‬‭total‬

‭assets,‬‭at‬‭December‬‭31,‬‭2023.‬ ‭The‬‭Bank‬‭continued‬‭to‬‭manage‬‭its‬‭wholesale‬‭funding‬‭mix‬‭opportunistically‬‭during‬‭the‬‭first‬‭six‬‭months‬
‭of‬ ‭2024.‬ ‭During‬ ‭this‬ ‭period,‬ ‭borrowings‬ ‭decreased‬ ‭by‬ ‭$44.0‬ ‭million,‬ ‭as‬ ‭the‬ ‭Bank‬ ‭experienced‬ ‭growth‬ ‭in‬ ‭retail‬ ‭and‬ ‭commercial‬
‭deposits.‬ ‭In‬‭late‬‭2023‬‭and‬‭2024,‬‭the‬‭Bank‬‭began‬‭to‬‭gradually‬‭extend‬‭the‬‭duration‬‭of‬‭its‬‭FHLB‬‭Classic‬‭Advances‬‭to‬‭capture‬‭the‬‭benefit‬
‭of‬ ‭the‬ ‭FHLB‬ ‭curve‬ ‭inversion‬ ‭and,‬ ‭to‬‭a‬‭lesser‬‭extent,‬‭protect‬‭against‬‭unexpected‬‭increases‬‭or‬‭a‬‭slower‬‭pace‬‭of‬‭decline‬‭in‬‭short-term‬
‭market‬ ‭rates.‬ ‭Additionally,‬ ‭at‬ ‭June‬‭30,‬‭2024,‬‭the‬‭Bank‬‭had‬‭$785.0‬‭million‬‭in‬‭FHLB‬‭HLB-Option‬‭Advances‬‭outstanding.‬ ‭These‬‭are‬
‭3-year,‬ ‭4-year,‬‭5-year,‬‭and‬‭to‬‭a‬‭lesser‬‭extent‬‭6-year‬‭and‬‭7-year‬‭maturity‬‭fixed‬‭rate‬‭advances‬‭callable‬‭quarterly‬‭by‬‭the‬‭FHLB‬‭after‬‭an‬
‭initial‬‭lockout‬‭period‬‭of‬‭three‬‭months,‬‭which‬‭provide‬‭the‬‭Bank‬‭with‬‭a‬‭lower‬‭fixed‬‭rate‬‭in‬‭exchange‬‭for‬‭the‬‭call‬‭option‬‭granted‬‭to‬‭the‬
‭FHLB.‬ ‭At‬ ‭June‬‭30,‬‭2024,‬‭the‬‭Bank‬‭had‬‭$30.0‬‭million,‬‭$335.0‬‭million,‬‭$375.0‬‭million‬‭and‬‭$45.0‬‭million‬‭in‬‭HLB-Option‬‭Advances‬
‭outstanding,‬‭with‬‭original‬‭maturities‬‭in‬‭2027,‬‭2028,‬‭2029‬‭and‬‭2030,‬‭respectively,‬‭all‬‭of‬‭which‬‭were‬‭past‬‭their‬‭lockout‬‭periods‬‭and‬‭were‬
‭callable by the FHLB in the third quarter of 2024.‬

‭Liquidity and Capital Resources‬
‭In‬‭order‬‭to‬‭ensure‬‭the‬‭Bank‬‭has‬‭sufficient‬‭liquidity‬‭to‬‭fund‬‭its‬‭lending‬‭operations,‬‭off-balance‬‭sheet‬‭commitments‬‭and‬‭contractual‬

‭obligations, the Bank maintains an adequate level of readily available liquidity, both on and off-balance sheet.‬

‭The‬ ‭Bank‬ ‭also‬ ‭assesses‬ ‭its‬ ‭liquidity‬ ‭position‬ ‭regularly‬ ‭by‬ ‭forecasting‬ ‭incoming‬ ‭and‬ ‭outgoing‬ ‭cash‬ ‭flows.‬ ‭In‬ ‭some‬ ‭cases,‬
‭contractual‬ ‭maturity‬ ‭dates‬ ‭are‬ ‭used‬ ‭to‬ ‭anticipate‬ ‭cash‬ ‭flows.‬ ‭However,‬‭when‬‭an‬‭asset‬‭or‬‭liability‬‭has‬‭no‬‭contractual‬‭maturity,‬‭or‬‭is‬
‭subject‬‭to‬‭early‬‭repayment‬‭or‬‭redemption‬‭at‬‭the‬‭discretion‬‭of‬‭the‬‭issuer‬‭or‬‭customer,‬‭cash‬‭flows‬‭can‬‭be‬‭difficult‬‭to‬‭predict.‬ ‭Generally,‬
‭these rights are exercised when it is most financially favorable to the issuer or customer.‬

‭Marketable‬‭common‬‭equity‬‭holdings,‬‭although‬‭liquid,‬‭are‬‭not‬‭viewed‬‭as‬‭a‬‭source‬‭of‬‭liquidity‬‭and‬‭are‬‭managed‬‭to‬‭produce‬‭superior‬
‭returns on capital over a longer time horizon.‬

‭Investment in FHLB stock is illiquid.‬

‭Residential‬ ‭loans‬ ‭are‬ ‭susceptible‬ ‭to‬ ‭principal‬ ‭repayment‬ ‭at‬ ‭the‬ ‭discretion‬ ‭of‬‭the‬‭borrower.‬ ‭Commercial‬‭mortgage‬‭loans,‬‭while‬
‭subject‬‭to‬‭significant‬‭penalties‬‭for‬‭early‬‭repayment‬‭in‬‭most‬‭cases,‬‭can‬‭also‬‭prepay‬‭at‬‭the‬‭borrower’s‬‭discretion.‬ ‭In‬‭the‬‭first‬‭six‬‭months‬
‭of 2024, prepayment rates were significantly stable when compared to the same period in 2023.‬

‭The‬‭Bank‬‭invests‬‭in‬‭key‬‭executive‬‭life‬‭insurance‬‭policies‬‭that‬‭are‬‭illiquid‬‭during‬‭the‬‭life‬‭of‬‭the‬‭executive.‬ ‭Such‬‭policies‬‭totaled‬
‭$13.8 million, or less than 1% of total assets, at June 30, 2024.‬

‭Non-certificate‬‭deposit‬‭balances‬‭can‬‭generally‬‭be‬‭withdrawn‬‭from‬‭the‬‭Bank‬‭at‬‭any‬‭time.‬ ‭The‬‭Bank‬‭estimates‬‭the‬‭volatility‬‭of‬‭its‬
‭deposits‬ ‭in‬ ‭light‬ ‭of‬ ‭the‬ ‭general‬ ‭economic‬ ‭climate‬ ‭and‬ ‭recent‬ ‭actual‬ ‭experience.‬ ‭Over‬ ‭the‬ ‭past‬ ‭10‬ ‭years,‬ ‭deposits‬ ‭have‬ ‭exceeded‬
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‭withdrawals resulting in net cash inflows from depositors.‬

‭Time‬‭certificates‬‭of‬‭deposit,‬‭which‬‭have‬‭predefined‬‭maturity‬‭dates,‬‭have‬‭different‬‭redemption‬‭characteristics‬‭based‬‭on‬‭their‬‭nature.‬
‭Retail‬ ‭certificates‬ ‭of‬‭deposit,‬‭subject‬‭to‬‭early‬‭redemption‬‭penalties,‬‭can‬‭be‬‭withdrawn‬‭subject‬‭to‬‭the‬‭discretion‬‭of‬‭the‬‭Bank.‬‭Internet‬
‭listing‬ ‭service‬ ‭certificates‬ ‭are‬ ‭offered‬ ‭on‬ ‭the‬ ‭same‬ ‭terms‬ ‭as‬ ‭retail‬ ‭certificates,‬ ‭although‬ ‭the‬ ‭Bank‬ ‭generally‬ ‭does‬ ‭not‬ ‭permit‬ ‭early‬
‭withdrawal.‬ ‭Brokered‬‭certificates‬‭generally‬‭may‬‭not‬‭be‬‭withdrawn‬‭before‬‭the‬‭stated‬‭maturity.‬ ‭The‬‭Bank‬‭had‬‭$1.228‬‭billion‬‭in‬‭time‬
‭deposits outstanding at June 30, 2024, of which $1.201 billion have a contractual maturity within one year.‬

‭At‬ ‭June‬ ‭30,‬ ‭2024,‬ ‭$863.7‬ ‭million‬ ‭of‬ ‭the‬ ‭Bank’s‬ ‭borrowings‬ ‭were‬ ‭fixed‬ ‭in‬ ‭terms‬‭of‬‭maturity‬‭and‬‭$785.0‬‭million‬‭can‬‭be‬‭called‬
‭quarterly by the FHLB during the third quarter of 2024.  The Bank had no amortizing advances as of June 30, 2024.‬

‭The‬ ‭Bank‬ ‭also‬ ‭monitors‬ ‭its‬ ‭off-balance‬ ‭sheet‬ ‭items.‬ ‭At‬ ‭June‬ ‭30,‬ ‭2024,‬ ‭the‬ ‭Bank‬ ‭had‬ ‭approximately‬ ‭$285.7‬ ‭million‬ ‭in‬
‭commitments‬ ‭to‬ ‭extend‬ ‭credit,‬ ‭as‬ ‭compared‬ ‭to‬ ‭$357.4‬ ‭million‬ ‭at‬ ‭December‬ ‭31,‬ ‭2023.‬ ‭The‬ ‭Bank‬ ‭also‬ ‭has‬ ‭commitments‬ ‭for‬ ‭data‬
‭processing agreements totaling $7.4 million at June 30, 2024.‬

‭The‬‭Bank‬‭takes‬‭each‬‭of‬‭these‬‭preceding‬‭issues‬‭into‬‭consideration‬‭when‬‭measuring‬‭its‬‭liquidity‬‭position.‬ ‭Specific‬‭measurements‬
‭include‬‭the‬‭Bank’s‬‭cash‬‭flow‬‭position‬‭from‬‭the‬‭30-day‬‭to‬‭365-day‬‭horizon,‬‭the‬‭level‬‭of‬‭price-sensitive‬‭liabilities‬‭to‬‭earning‬‭assets‬‭and‬
‭loan‬ ‭to‬ ‭deposit‬‭ratios.‬ ‭Additionally,‬‭the‬‭Bank‬‭“shocks”‬‭its‬‭cash‬‭flows‬‭by‬‭assuming‬‭significant‬‭cash‬‭outflows‬‭in‬‭both‬‭non-certificate‬
‭and‬‭certificate‬‭deposit‬‭balances.‬ ‭At‬‭June‬‭30,‬‭2024,‬‭each‬‭measurement‬‭was‬‭within‬‭predefined‬‭Bank‬‭guidelines,‬‭with‬‭the‬‭exception‬‭of‬
‭the‬‭loan‬‭to‬‭deposit‬‭ratio‬‭and‬‭the‬‭dependency‬‭ratio,‬‭which‬‭were‬‭above‬‭the‬‭guidelines.‬ ‭The‬‭loan‬‭to‬‭deposit‬‭ratio‬‭has‬‭increased‬‭in‬‭recent‬
‭years‬‭driven‬‭primarily‬‭by‬‭the‬‭significant‬‭growth‬‭in‬‭the‬‭loan‬‭portfolio‬‭in‬‭2022,‬‭and‬‭to‬‭a‬‭lesser‬‭extent‬‭in‬‭2023,‬‭and‬‭the‬‭modest‬‭deposit‬
‭growth‬‭by‬‭comparison.‬ ‭This‬‭ratio‬‭has‬‭also‬‭been‬‭impacted‬‭by‬‭the‬‭Bank’s‬‭allocation‬‭of‬‭the‬‭wholesale‬‭funding‬‭mix‬‭between‬‭wholesale‬
‭deposits‬ ‭and‬‭borrowings‬‭-‬‭particularly‬‭by‬‭management’s‬‭deliberate‬‭efforts‬‭to‬‭replace‬‭maturing‬‭Internet‬‭listing‬‭services‬‭time‬‭deposits‬
‭with‬‭lower‬‭rate‬‭FHLB‬‭advances.‬ ‭The‬‭dependency‬‭ratio‬‭is‬‭an‬‭internal‬‭Bank‬‭defined‬‭measure‬‭of‬‭the‬‭share‬‭of‬‭longer‬‭term‬‭assets‬‭funded‬
‭with‬‭potentially‬‭price-sensitive‬‭liabilities‬‭and,‬‭at‬‭June‬‭30,‬‭2024,‬‭was‬‭above‬‭the‬‭Bank’s‬‭guideline‬‭driven‬‭by‬‭the‬‭same‬‭factors‬‭described‬
‭above.‬‭The‬‭Bank’s‬‭calculation‬‭of‬‭the‬‭dependency‬‭ratio‬‭generally‬‭treats‬‭some‬‭portion‬‭of‬‭certificates‬‭of‬‭deposit‬‭as‬‭being‬‭potentially‬‭price‬
‭sensitive,‬‭whereas‬‭it‬‭does‬‭not‬‭treat‬‭money‬‭market‬‭funds‬‭in‬‭the‬‭same‬‭way.‬ ‭Consequently,‬‭the‬‭migration‬‭of‬‭deposits‬‭from‬‭money‬‭market‬
‭accounts‬‭to‬‭certificates‬‭of‬‭deposit‬‭has‬‭also‬‭contributed‬‭to‬‭an‬‭increase‬‭in‬‭the‬‭dependency‬‭ratio.‬ ‭The‬‭Bank‬‭continues‬‭to‬‭carefully‬‭manage‬
‭loan‬ ‭growth‬ ‭and‬ ‭focusing‬ ‭on‬ ‭gathering‬ ‭retail‬ ‭and‬ ‭commercial‬ ‭deposits,‬ ‭while‬ ‭maintaining‬ ‭significant‬ ‭on‬ ‭and‬ ‭off-balance‬ ‭sheet‬
‭liquidity.‬

‭The‬‭Bank’s‬‭initial‬‭source‬‭of‬‭liquidity‬‭is‬‭cash‬‭and‬‭cash‬‭equivalents‬‭which‬‭were‬‭$369.1‬‭million,‬‭or‬‭8%‬‭of‬‭total‬‭assets,‬‭at‬‭June‬‭30,‬
‭2024.‬ ‭Virtually‬‭all‬‭cash‬‭and‬‭cash‬‭equivalents‬‭are‬‭held‬‭in‬‭overnight‬‭cash‬‭balances‬‭at‬‭the‬‭FRBB,‬‭which‬‭are‬‭immediately‬‭accessible‬‭for‬
‭liquidity.  The Bank carefully monitors these overnight cash balances to minimize the carrying cost of on-balance sheet liquidity.‬

‭To‬‭supplement‬‭its‬‭liquidity‬‭position,‬‭should‬‭the‬‭need‬‭arise,‬‭the‬‭Bank‬‭maintains‬‭its‬‭membership‬‭in‬‭the‬‭FHLB‬‭where‬‭it‬‭is‬‭eligible‬‭to‬
‭obtain‬ ‭both‬ ‭short‬ ‭and‬ ‭long-term‬ ‭credit‬ ‭advances‬ ‭and‬ ‭is‬ ‭eligible‬ ‭to‬‭access‬‭the‬‭FRBB‬‭discount‬‭window.‬ ‭The‬‭FHLB‬‭does‬‭not‬‭accept‬
‭certain‬‭types‬‭of‬‭real‬‭estate‬‭loans‬‭and‬‭establishes‬‭certain‬‭limits‬‭on‬‭borrowing‬‭activity,‬‭including‬‭a‬‭limitation‬‭on‬‭commercial‬‭real‬‭estate‬
‭collateral‬‭discounted‬‭value‬‭up‬‭to‬‭two‬‭times‬‭the‬‭Bank’s‬‭GAAP‬‭shareholders’‬‭equity‬‭and‬‭an‬‭overall‬‭limit‬‭of‬‭total‬‭extension‬‭of‬‭credit‬‭up‬
‭to‬‭40%‬‭of‬‭the‬‭Bank’s‬‭total‬‭assets.‬ ‭This‬‭latter‬‭limit‬‭was‬‭lowered‬‭from‬‭50%‬‭by‬‭the‬‭FHLB‬‭and‬‭became‬‭applicable‬‭to‬‭all‬‭member‬‭banks‬‭in‬
‭2024.‬ ‭This‬‭dual‬‭relationship‬‭with‬‭the‬‭FHLB‬‭and‬‭FRBB‬‭provides‬‭the‬‭Bank‬‭with‬‭the‬‭flexibility‬‭to‬‭maximize‬‭available‬‭capacity‬‭and‬‭to‬
‭access‬‭immediately‬‭available‬‭liquidity‬‭using‬‭the‬‭FRBB‬‭discount‬‭window‬‭if‬‭the‬‭FHLB‬‭was‬‭unavailable‬‭to‬‭provide‬‭liquidity‬‭or‬‭were‬‭to‬
‭establish‬ ‭more‬ ‭stringent‬ ‭limits‬ ‭in‬ ‭the‬ ‭future.‬ ‭The‬ ‭Bank‬ ‭actively‬ ‭pledges‬ ‭new‬ ‭collateral‬ ‭as‬ ‭loans‬ ‭are‬ ‭originated‬ ‭and‬ ‭manages‬ ‭the‬
‭collateral‬ ‭allocation‬ ‭between‬ ‭the‬ ‭FHLB‬ ‭and‬ ‭the‬ ‭FRBB‬ ‭to‬ ‭maximize‬ ‭borrowing‬ ‭capacity.‬ ‭In‬ ‭aggregate,‬ ‭the‬ ‭Bank‬ ‭had‬ ‭available‬
‭borrowing capacity of $725.9 million from these sources at June 30, 2024, as compared to $598.9 million at December 31, 2023.‬

‭As‬‭of‬‭June‬‭30,‬‭2024,‬‭the‬‭Bank‬‭can‬‭borrow‬‭up‬‭to‬‭approximately‬‭$1.818‬‭billion‬‭from‬‭the‬‭FHLB‬‭to‬‭meet‬‭its‬‭borrowing‬‭needs,‬‭based‬
‭on‬ ‭the‬ ‭Bank's‬ ‭available‬ ‭qualified‬ ‭collateral‬ ‭which‬ ‭consists‬ ‭primarily‬ ‭of‬ ‭one-to‬ ‭four-family‬ ‭residential‬ ‭mortgage‬ ‭loans,‬ ‭certain‬
‭multifamily‬ ‭residential‬ ‭property‬ ‭and‬ ‭commercial‬ ‭mortgage‬ ‭loans.‬ ‭At‬ ‭June‬ ‭30,‬ ‭2024,‬ ‭the‬ ‭Bank‬ ‭had‬ ‭$1.649‬ ‭billion‬ ‭in‬ ‭advances‬
‭outstanding‬ ‭from‬ ‭the‬ ‭FHLB‬ ‭and‬‭had‬‭$164.5‬‭million‬‭in‬‭available‬‭unused‬‭capacity‬‭(net‬‭of‬‭accrued‬‭interest‬‭on‬‭outstanding‬‭advances).‬
‭This‬‭compares‬‭to‬‭an‬‭unused‬‭capacity‬‭of‬‭$355.1‬‭million‬‭at‬‭December‬‭31,‬‭2023.‬ ‭The‬‭FHLB‬‭unused‬‭capacity‬‭decreased‬‭in‬‭the‬‭first‬‭six‬
‭months‬ ‭of‬ ‭2024‬ ‭as‬ ‭a‬ ‭result‬ ‭of‬ ‭a‬ ‭decrease‬ ‭of‬ ‭$235.1‬ ‭million‬ ‭in‬ ‭gross‬ ‭FHLB‬ ‭capacity‬‭during‬‭this‬‭period,‬‭partially‬‭offset‬‭by‬‭a‬‭$44.0‬
‭million‬‭decrease‬‭in‬‭outstanding‬‭advances.‬ ‭The‬‭decline‬‭in‬‭gross‬‭FHLB‬‭capacity‬‭was‬‭primarily‬‭a‬‭result‬‭of‬‭the‬‭adoption‬‭of‬‭the‬‭40%‬‭cap‬
‭discussed above, which resulted in the Bank transferring collateral to the FRBB in the first six months of 2024.‬

‭At‬ ‭June‬ ‭30,‬ ‭2024,‬ ‭the‬ ‭Bank‬ ‭can‬ ‭borrow‬ ‭up‬ ‭to‬ ‭$561.4‬ ‭million‬ ‭by‬ ‭accessing‬‭the‬‭FRBB‬‭Discount‬‭Window,‬‭based‬‭on‬‭the‬‭Bank's‬
‭available‬ ‭qualified‬ ‭collateral‬ ‭which‬ ‭consists‬ ‭primarily‬ ‭of‬ ‭HELOCs,‬ ‭one-to‬ ‭four-family‬ ‭residential‬ ‭mortgage‬ ‭loans,‬ ‭multifamily‬
‭residential‬‭property‬‭and‬‭commercial‬‭mortgages.and‬‭construction‬‭loans.‬ ‭The‬‭Bank‬‭initially‬‭obtained‬‭approval‬‭to‬‭pledge‬‭HELOCs,‬‭and‬
‭in‬ ‭2023,‬ ‭obtained‬ ‭approval‬ ‭and‬ ‭began‬ ‭pledging‬‭commercial‬‭and‬‭residential‬‭real‬‭estate‬‭loans.‬ ‭In‬‭the‬‭first‬‭quarter‬‭of‬‭2024,‬‭the‬‭Bank‬
‭obtained‬ ‭approval‬ ‭to‬‭pledge‬‭additional‬‭loans‬‭to‬‭the‬‭FRBB‬‭in‬‭anticipation‬‭of‬‭the‬‭FHLB‬‭40%‬‭cap‬‭adoption,‬‭and‬‭transferred‬‭collateral‬
‭from‬‭the‬‭FHLB‬‭to‬‭the‬‭FRBB.‬ ‭At‬‭June‬‭30,‬‭2024‬‭the‬‭Bank‬‭did‬‭not‬‭have‬‭any‬‭advances‬‭outstanding‬‭at‬‭the‬‭FRBB‬‭and‬‭had‬‭$561.4‬‭million‬
‭in available unused capacity.‬

‭The‬‭Bank‬‭obtains‬‭the‬‭necessary‬‭capital‬‭to‬‭support‬‭its‬‭current‬‭and‬‭future‬‭requirements‬‭from‬‭the‬‭retained‬‭earnings‬‭generated‬‭though‬
‭its operations.‬

‭At‬‭June‬‭30,‬‭2024,‬‭the‬‭Bank‬‭had‬‭capital‬‭of‬‭$417.2‬ ‭million,‬‭or‬‭9.2%‬‭of‬‭total‬‭assets,‬‭as‬‭compared‬‭to‬‭$407.6‬‭million,‬‭or‬‭9.1%‬‭of‬‭total‬

‭35‬



‭assets,‬ ‭at‬ ‭December‬ ‭31,‬ ‭2023.‬ ‭During‬ ‭the‬ ‭six‬ ‭months‬ ‭ended‬ ‭June‬ ‭30,‬ ‭2024,‬ ‭stockholders'‬ ‭equity‬ ‭increased‬ ‭by‬ ‭$9.6‬ ‭million‬ ‭due‬
‭primarily‬ ‭to‬ ‭net‬ ‭income‬ ‭for‬ ‭the‬ ‭period‬ ‭of‬ ‭$11.0‬ ‭million‬ ‭partially‬ ‭offset‬ ‭by‬ ‭the‬ ‭declaration‬ ‭of‬ ‭dividends‬ ‭of‬ ‭$1.26‬ ‭per‬ ‭share,‬‭which‬
‭reduced capital by $2.7 million.‬

‭The‬ ‭Bank‬ ‭is‬ ‭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 ‭average‬‭total‬‭assets.‬ ‭The‬‭Bank's‬‭ratios‬
‭exceeded these regulatory capital requirements at June 30, 2024 and  December 31, 2023.‬

‭The‬‭following‬‭table‬‭details‬‭the‬‭Bank’s‬‭actual‬‭capital‬‭ratios‬‭and‬‭minimum‬‭regulatory‬‭ratios‬‭as‬‭of‬‭December‬‭31,‬‭2023‬‭and‬‭June‬‭30,‬
‭2024.‬

‭Actual‬

‭Minimum‬
‭Capital‬

‭Requirement*‬

‭Minimum To Be Well‬
‭Capitalized Under Prompt‬

‭Corrective Actions Provisions‬
‭Amounts‬ ‭Ratio‬ ‭Amounts‬ ‭Ratio‬ ‭Amounts‬ ‭Ratio‬

‭(Dollars in Thousands)‬
‭December 31, 2023‬
‭Total Capital to Risk-Weighted Assets‬ ‭$‬ ‭434,272‬ ‭13.17‬ ‭%‬ ‭$‬ ‭346,214‬ ‭10.50‬ ‭%‬ ‭$‬ ‭329,728‬ ‭10.00‬ ‭%‬
‭Common Equity Tier 1 Capital to Risk-‬

‭Weighted Assets‬ ‭407,620‬ ‭12.36‬ ‭230,810‬ ‭7.00‬ ‭214,323‬ ‭6.50‬
‭Tier 1 Capital to Risk-Weighted Assets‬ ‭407,620‬ ‭12.36‬ ‭280,269‬ ‭8.50‬ ‭263,782‬ ‭8.00‬
‭Tier 1 Capital to Average Assets‬ ‭407,620‬ ‭9.52‬ ‭171,297‬ ‭4.00‬ ‭214,121‬ ‭5.00‬

‭June 30, 2024‬
‭Total Capital to Risk-Weighted Assets‬ ‭$‬ ‭444,118‬ ‭13.58‬ ‭%‬ ‭$‬ ‭343,514‬ ‭10.50‬ ‭% ‭$‬ ‭327,156‬ ‭10.00‬ ‭%‬
‭Common Equity Tier 1 Capital to Risk-‬

‭Weighted Assets‬ ‭417,178‬ ‭12.75‬ ‭229,009‬ ‭7.00‬ ‭212,651‬ ‭6.50‬
‭Tier 1 Capital to Risk-Weighted Assets‬ ‭417,178‬ ‭12.75‬ ‭278,082‬ ‭8.50‬ ‭261,725‬ ‭8.00‬
‭Tier 1 Capital to Average Assets‬ ‭417,178‬ ‭9.55‬ ‭174,727‬ ‭4.00‬ ‭218,409‬ ‭5.00‬

‭*‬‭Minimum‬‭risk-based‬‭regulatory‬‭capital‬‭ratios‬‭and‬‭amounts‬‭at‬‭December‬‭31,‬‭2023‬‭and‬‭June‬‭30,‬‭2024‬‭include‬‭the‬‭applicable‬‭minimum‬
‭risk-based capital ratios and capital conservation buffer of 2.5%‬
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‭Item 3 – Quantitative and Qualitative Disclosures About Market Risk‬

‭The‬‭earnings‬‭of‬‭most‬‭banking‬‭institutions‬‭are‬‭exposed‬‭to‬‭interest‬‭rate‬‭risk‬‭because‬‭their‬‭balance‬‭sheets,‬‭both‬‭assets‬‭and‬‭liabilities,‬
‭are‬ ‭predominantly‬ ‭interest-bearing.‬ ‭It‬ ‭is‬ ‭the‬ ‭Bank's‬ ‭objective‬ ‭to‬ ‭maximize‬ ‭the‬ ‭Bank’s‬‭net‬‭interest‬‭income‬‭through‬‭the‬‭cycle‬‭while‬
‭minimizing,‬‭to‬‭the‬‭degree‬‭prudently‬‭possible,‬‭its‬‭exposure‬‭to‬‭interest‬‭rate‬‭risk,‬‭bearing‬‭in‬‭mind‬‭that‬‭the‬‭Bank,‬‭by‬‭its‬‭very‬‭nature,‬‭will‬
‭always‬ ‭be‬ ‭in‬ ‭the‬ ‭business‬ ‭of‬ ‭taking‬ ‭on‬ ‭interest‬ ‭rate‬ ‭risk.‬ ‭Interest‬‭rate‬‭risk‬‭is‬‭monitored‬‭on‬‭a‬‭quarterly‬‭basis‬‭by‬‭the‬‭Asset‬‭Liability‬
‭Committee‬‭(the‬‭“ALCO”)‬‭and‬‭Board‬‭of‬‭Directors‬‭of‬‭the‬‭Bank.‬ ‭The‬‭ALCO‬‭is‬‭composed‬‭of‬‭members‬‭of‬‭Bank‬‭Management‬‭and‬‭the‬
‭Executive‬ ‭Committee‬ ‭of‬ ‭the‬ ‭Board.‬ ‭The‬ ‭ALCO‬ ‭establishes‬ ‭and‬ ‭monitors‬ ‭the‬ ‭various‬ ‭components‬ ‭of‬ ‭the‬ ‭balance‬ ‭sheet‬ ‭including‬
‭volume,‬ ‭maturities,‬ ‭pricing‬ ‭and‬ ‭mix‬ ‭of‬ ‭assets‬ ‭along‬ ‭with‬ ‭funding‬ ‭sources.‬ ‭The‬ ‭goal‬ ‭is‬ ‭to‬ ‭balance‬ ‭liquidity,‬ ‭interest‬ ‭rate‬ ‭risk‬ ‭and‬
‭profitability.‬ ‭The‬ ‭primary‬ ‭tool‬ ‭used‬ ‭in‬ ‭managing‬ ‭interest‬ ‭rate‬ ‭risk‬ ‭is‬ ‭income‬ ‭simulation‬ ‭modeling.‬ ‭Income‬ ‭simulation‬ ‭modeling‬
‭measures‬ ‭changes‬ ‭in‬ ‭net‬ ‭interest‬ ‭income‬ ‭by‬ ‭projecting‬ ‭the‬ ‭future‬ ‭composition‬ ‭of‬ ‭the‬ ‭Bank's‬ ‭balance‬ ‭sheet‬ ‭and‬ ‭applying‬ ‭different‬
‭interest‬‭rate‬‭scenarios.‬ ‭Management‬‭incorporates‬‭numerous‬‭assumptions‬‭into‬‭the‬‭simulation‬‭model,‬‭such‬‭as‬‭asset‬‭prepayment‬‭speeds,‬
‭balance‬ ‭sheet‬ ‭growth‬ ‭and‬ ‭non-maturity‬ ‭deposits‬ ‭elasticity.‬ ‭Management‬ ‭believes‬ ‭that‬ ‭there‬ ‭have‬ ‭been‬ ‭no‬ ‭material‬ ‭changes‬‭in‬‭the‬
‭interest‬ ‭rate‬ ‭risk‬ ‭reported‬ ‭in‬ ‭the‬ ‭Bank’s‬ ‭Annual‬ ‭Report‬ ‭on‬ ‭Form‬‭10-K‬‭for‬‭the‬‭fiscal‬‭year‬‭ended‬‭December‬‭31,‬‭2023,‬‭filed‬‭with‬‭the‬
‭Federal‬ ‭Deposit‬ ‭Insurance‬ ‭Corporation.‬ ‭The‬ ‭information‬ ‭is‬ ‭contained‬ ‭in‬ ‭the‬ ‭Form‬ ‭10-K‬ ‭within‬ ‭the‬ ‭section‬ ‭“Quantitative‬ ‭and‬
‭Qualitative Disclosures About Market Risk.”‬

‭Item 4 – Controls and Procedures‬

‭(a)  Disclosure Controls and Procedures‬

‭An‬ ‭evaluation‬ ‭was‬ ‭carried‬ ‭out‬‭under‬‭the‬‭supervision‬‭and‬‭with‬‭the‬‭participation‬‭of‬‭the‬‭Bank’s‬‭management,‬‭including‬‭the‬‭Chief‬
‭Executive‬‭Officer‬‭(“CEO”)‬‭and‬‭Chief‬‭Financial‬‭Officer‬‭(“CFO”),‬‭of‬‭the‬‭effectiveness,‬‭as‬‭of‬‭June‬‭30,‬‭2024,‬‭of‬‭the‬‭Bank’s‬‭disclosure‬
‭controls‬ ‭and‬ ‭procedures‬ ‭as‬ ‭defined‬ ‭in‬ ‭Rules‬ ‭13a-15(e)‬‭and‬‭15d-15(e)‬‭under‬‭the‬‭Securities‬‭and‬‭Exchange‬‭Act‬‭of‬‭1934,‬‭as‬‭amended.‬
‭Management‬ ‭recognizes‬ ‭that‬ ‭any‬ ‭controls‬ ‭and‬ ‭procedures,‬ ‭no‬‭matter‬‭how‬‭well‬‭designed‬‭and‬‭operated,‬‭can‬‭provide‬‭only‬‭reasonable‬
‭assurance‬‭of‬‭achieving‬‭their‬‭objectives‬‭and‬‭management‬‭necessarily‬‭applies‬‭its‬‭judgment‬‭in‬‭evaluating‬‭the‬‭cost-benefit‬‭relationship‬‭of‬
‭possible‬‭controls‬‭and‬‭procedures.‬ ‭Based‬‭on‬‭the‬‭evaluation‬‭of‬‭the‬‭Bank’s‬‭disclosure‬‭controls‬‭and‬‭procedures‬‭as‬‭of‬‭June‬‭30,‬‭2024,‬‭the‬
‭CEO‬ ‭and‬ ‭CFO‬ ‭concluded‬ ‭that,‬ ‭as‬ ‭of‬ ‭such‬ ‭date,‬ ‭the‬ ‭Bank’s‬ ‭disclosure‬ ‭controls‬ ‭and‬ ‭procedures‬ ‭were‬ ‭effective‬ ‭at‬ ‭the‬ ‭reasonable‬
‭assurance level.‬

‭(b)  Changes in Internal Control‬

‭There‬ ‭were‬ ‭no‬ ‭significant‬ ‭changes‬ ‭in‬ ‭the‬ ‭Bank’s‬ ‭internal‬ ‭control‬ ‭over‬ ‭financial‬ ‭reporting,‬ ‭as‬ ‭defined‬ ‭in‬ ‭Rules‬ ‭13a-15(e)‬ ‭and‬
‭15d-15(e),‬ ‭during‬ ‭the‬ ‭quarter‬ ‭ended‬ ‭June‬ ‭30,‬ ‭2024‬ ‭that‬ ‭have‬ ‭materially‬ ‭affected,‬ ‭or‬ ‭are‬ ‭reasonably‬ ‭likely‬ ‭to‬ ‭materially‬ ‭affect,‬‭the‬
‭Bank’s internal control over financial reporting.‬
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‭PART II – OTHER INFORMATION‬

‭Item 1 – Legal Proceedings‬

‭The‬‭Bank‬‭is‬‭involved,‬‭from‬‭time‬‭to‬‭time,‬‭as‬‭plaintiff‬‭or‬‭defendant‬‭in‬‭various‬‭legal‬‭actions‬‭arising‬‭in‬‭the‬‭normal‬‭course‬‭of‬‭business‬‭and‬
‭typically‬‭related‬‭to‬‭loan‬‭collection‬‭activities.‬ ‭As‬‭of‬‭June‬‭30,‬‭2024,‬‭the‬‭Bank‬‭was‬‭not‬‭involved‬‭in‬‭any‬‭material‬‭legal‬‭proceedings‬‭the‬
‭outcome‬ ‭of‬ ‭which,‬ ‭if‬ ‭determined‬ ‭in‬ ‭a‬ ‭manner‬ ‭adverse‬ ‭to‬ ‭the‬ ‭Bank,‬ ‭would‬ ‭have‬ ‭a‬ ‭material‬ ‭adverse‬ ‭effect‬ ‭on‬ ‭the‬ ‭Bank’s‬‭financial‬
‭condition or results of operations.‬

‭Item 1A – Risk Factors‬

‭There‬‭have‬‭generally‬‭been‬‭no‬‭material‬‭changes‬‭to‬‭the‬‭nature‬‭of‬‭the‬‭risk‬‭factors‬‭previously‬‭disclosed‬‭in‬‭the‬‭Bank’s‬‭most‬‭recent‬‭Form‬
‭10-K for the year ended December 31, 2023 filed with the FDIC.‬

‭Item 2 – Unregistered Sales of Equity Securities and Use of Proceeds‬

‭None.‬

‭Item 3 – Defaults Upon Senior Securities‬

‭None.‬

‭Item 4 – Mine Safety Disclosures‬

‭Not applicable.‬

‭Item 5 – Other Information‬

‭None.‬

‭Item 6 – Exhibits‬

‭Exhibit No.‬
‭31.1‬ ‭Certifications – Chief Executive Officer‬
‭31.2‬ ‭Certifications – Chief Financial Officer‬
‭32.1‬ ‭Certification Pursuant to 18 U.S.C. §1350 – Chief Executive Officer‬
‭32.2‬ ‭Certification Pursuant to 18 U.S.C. §1350 – Chief Financial Officer‬
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‭signatures‬
‭SIGNATURES‬

‭Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its‬
‭behalf by the undersigned thereunto duly authorized.‬

‭HINGHAM INSTITUTION FOR SAVINGS‬

‭Date:‬ ‭August 7, 2024‬ ‭/s/‬
‭Robert H. Gaughen, Jr.‬
‭Chief Executive Officer‬
‭(Principal Executive Officer)‬

‭Date:‬ ‭August 7, 2024‬ ‭/s/‬
‭Cristian A. Melej‬
‭Chief Financial Officer‬
‭(Principal Financial Officer and‬
‭Principal Accounting Officer)‬
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‭Certifications‬
‭CERTIFICATIONS‬

‭EXHIBIT 31.1‬
‭I, Robert H. Gaughen, Jr., certify that:‬

‭1.‬ ‭I have reviewed this quarterly report on Form 10-Q of the Hingham Institution for Savings;‬

‭2.‬ ‭Based‬‭on‬‭my‬‭knowledge,‬‭this‬‭report‬‭does‬‭not‬‭contain‬‭any‬‭untrue‬‭statement‬‭of‬‭a‬‭material‬‭fact‬‭or‬‭omit‬‭to‬‭state‬‭a‬‭material‬‭fact‬
‭necessary‬‭to‬‭make‬‭the‬‭statements‬‭made,‬‭in‬‭light‬‭of‬‭the‬‭circumstances‬‭under‬‭which‬‭such‬‭statements‬‭were‬‭made,‬‭not‬‭misleading‬
‭with respect to the period covered by this report;‬

‭3.‬ ‭Based‬‭on‬‭my‬‭knowledge,‬‭the‬‭financial‬‭statements,‬‭and‬‭other‬‭financial‬‭information‬‭included‬‭in‬‭this‬ ‭report,‬‭fairly‬‭present‬‭in‬‭all‬
‭material‬ ‭respects‬ ‭the‬ ‭financial‬ ‭condition,‬ ‭results‬ ‭of‬ ‭operations‬ ‭and‬ ‭cash‬ ‭flows‬ ‭of‬ ‭the‬ ‭registrant‬ ‭as‬ ‭of,‬ ‭and‬‭for,‬‭the‬‭periods‬
‭presented in this report;‬

‭4.‬ ‭The‬ ‭registrant’s‬ ‭other‬ ‭certifying‬ ‭officer‬ ‭and‬ ‭I‬ ‭are‬ ‭responsible‬ ‭for‬ ‭establishing‬ ‭and‬ ‭maintaining‬ ‭disclosure‬ ‭controls‬ ‭and‬
‭procedures‬ ‭(as‬ ‭defined‬ ‭in‬ ‭Exchange‬ ‭Act‬ ‭Rules‬ ‭13a-15(e)‬ ‭and‬ ‭15d-15(e))‬ ‭and‬ ‭internal‬ ‭control‬ ‭over‬ ‭financial‬ ‭reporting‬‭(as‬
‭defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:‬

‭a)‬ ‭Designed‬ ‭such‬ ‭disclosure‬ ‭controls‬ ‭and‬ ‭procedures,‬ ‭or‬ ‭caused‬ ‭such‬ ‭disclosure‬ ‭controls‬ ‭and‬ ‭procedures‬ ‭to‬ ‭be‬
‭designed‬ ‭under‬ ‭our‬ ‭supervision,‬ ‭to‬ ‭ensure‬ ‭that‬ ‭material‬ ‭information‬ ‭relating‬ ‭to‬ ‭the‬ ‭registrant,‬ ‭including‬ ‭its‬
‭consolidated‬ ‭subsidiaries,‬ ‭is‬ ‭made‬ ‭known‬ ‭to‬ ‭us‬ ‭by‬ ‭others‬ ‭within‬ ‭those‬ ‭entities,‬ ‭particularly‬ ‭during‬ ‭the‬ ‭period‬ ‭in‬
‭which this report is being prepared;‬

‭b)‬ ‭Designed‬‭such‬‭internal‬‭control‬‭over‬‭financial‬‭reporting,‬‭or‬‭caused‬‭such‬‭internal‬‭control‬‭over‬‭financial‬‭reporting‬
‭to‬‭be‬‭designed‬‭under‬‭our‬‭supervision,‬‭to‬‭provide‬‭reasonable‬‭assurance‬‭regarding‬‭the‬‭reliability‬‭of‬‭financial‬‭reporting‬
‭and‬‭the‬‭preparation‬‭of‬‭financial‬‭statements‬‭for‬‭external‬‭purposes‬‭in‬‭accordance‬‭with‬‭generally‬‭accepted‬‭accounting‬
‭principles;‬

‭c)‬ ‭Evaluated‬‭the‬‭effectiveness‬‭of‬‭the‬‭registrant’s‬‭disclosure‬‭controls‬‭and‬‭procedures,‬‭and‬‭presented‬‭in‬‭this‬‭report‬‭our‬
‭conclusions‬‭about‬‭the‬‭effectiveness‬‭of‬‭the‬‭disclosure‬‭controls‬‭and‬‭procedures,‬‭as‬‭of‬‭the‬‭end‬‭of‬‭the‬‭period‬‭covered‬‭by‬
‭this report based on such evaluation; and‬

‭d)‬ ‭Disclosed‬ ‭in‬ ‭this‬ ‭report‬ ‭any‬ ‭change‬ ‭in‬ ‭the‬ ‭registrant’s‬ ‭internal‬ ‭control‬‭over‬‭financial‬‭reporting‬‭that‬‭occurred‬
‭during‬‭the‬‭registrant’s‬‭most‬‭recent‬‭fiscal‬‭quarter‬‭(the‬‭registrant’s‬‭fourth‬‭fiscal‬‭quarter‬‭in‬‭the‬‭case‬‭of‬‭an‬‭annual‬‭report)‬
‭that‬‭has‬‭materially‬‭affected,‬‭or‬‭is‬‭reasonably‬‭likely‬‭to‬‭materially‬‭affect,‬‭the‬‭registrant’s‬‭internal‬‭control‬‭over‬‭financial‬
‭reporting; and‬

‭5.‬ ‭The‬ ‭registrant’s‬ ‭other‬ ‭certifying‬ ‭officer‬ ‭and‬ ‭I‬ ‭have‬ ‭disclosed,‬ ‭based‬‭on‬‭our‬‭most‬‭recent‬‭evaluation‬‭of‬‭internal‬‭control‬‭over‬
‭financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors:‬

‭a)‬ ‭All‬‭significant‬‭deficiencies‬‭and‬‭material‬‭weaknesses‬‭in‬‭the‬‭design‬‭or‬‭operation‬‭of‬‭internal‬‭control‬‭over‬‭financial‬
‭reporting‬ ‭which‬ ‭are‬ ‭reasonably‬ ‭likely‬ ‭to‬ ‭adversely‬ ‭affect‬ ‭the‬ ‭registrant’s‬‭ability‬‭to‬‭record,‬‭process,‬‭summarize‬‭and‬
‭report financial information; and‬

‭b)‬ ‭Any‬‭fraud,‬‭whether‬‭or‬‭not‬‭material,‬‭that‬‭involves‬‭management‬‭or‬‭other‬‭employees‬‭who‬‭have‬‭a‬‭significant‬‭role‬‭in‬
‭the registrant’s internal control over financial reporting.‬

‭Date:‬‭August 7, 2024‬ ‭/s/‬
‭Robert H. Gaughen, Jr.‬
‭Chief Executive Officer‬
‭(Principal Executive Officer)‬
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‭CERTIFICATIONS‬
‭EXHIBIT 31.2‬

‭I, Cristian A. Melej, certify that:‬

‭1.‬ ‭I have reviewed this quarterly report on Form 10-Q of the Hingham Institution for Savings;‬

‭2.‬ ‭Based‬‭on‬‭my‬‭knowledge,‬‭this‬‭report‬‭does‬‭not‬‭contain‬‭any‬‭untrue‬‭statement‬‭of‬‭a‬‭material‬‭fact‬‭or‬‭omit‬‭to‬‭state‬‭a‬‭material‬‭fact‬
‭necessary‬‭to‬‭make‬‭the‬‭statements‬‭made,‬‭in‬‭light‬‭of‬‭the‬‭circumstances‬‭under‬‭which‬‭such‬‭statements‬‭were‬‭made,‬‭not‬‭misleading‬
‭with respect to the period covered by this report;‬

‭3.‬ ‭Based‬‭on‬‭my‬‭knowledge,‬‭the‬‭financial‬‭statements,‬‭and‬‭other‬‭financial‬‭information‬‭included‬‭in‬‭this‬ ‭report,‬‭fairly‬‭present‬‭in‬‭all‬
‭material‬ ‭respects‬ ‭the‬ ‭financial‬ ‭condition,‬ ‭results‬ ‭of‬ ‭operations‬ ‭and‬ ‭cash‬ ‭flows‬ ‭of‬ ‭the‬ ‭registrant‬ ‭as‬ ‭of,‬ ‭and‬‭for,‬‭the‬‭periods‬
‭presented in this report;‬

‭4.‬ ‭The‬ ‭registrant’s‬ ‭other‬ ‭certifying‬ ‭officer‬ ‭and‬ ‭I‬ ‭are‬ ‭responsible‬ ‭for‬ ‭establishing‬ ‭and‬ ‭maintaining‬ ‭disclosure‬ ‭controls‬ ‭and‬
‭procedures‬ ‭(as‬ ‭defined‬ ‭in‬ ‭Exchange‬ ‭Act‬ ‭Rules‬ ‭13a-15(e)‬ ‭and‬ ‭15d-15(e))‬ ‭and‬ ‭internal‬ ‭control‬ ‭over‬ ‭financial‬ ‭reporting‬‭(as‬
‭defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:‬

‭a)‬ ‭Designed‬ ‭such‬ ‭disclosure‬ ‭controls‬ ‭and‬ ‭procedures,‬ ‭or‬ ‭caused‬ ‭such‬ ‭disclosure‬ ‭controls‬ ‭and‬ ‭procedures‬ ‭to‬ ‭be‬
‭designed‬ ‭under‬ ‭our‬ ‭supervision,‬ ‭to‬ ‭ensure‬ ‭that‬ ‭material‬ ‭information‬ ‭relating‬ ‭to‬ ‭the‬ ‭registrant,‬ ‭including‬ ‭its‬
‭consolidated‬ ‭subsidiaries,‬ ‭is‬ ‭made‬ ‭known‬ ‭to‬ ‭us‬ ‭by‬ ‭others‬ ‭within‬ ‭those‬ ‭entities,‬ ‭particularly‬ ‭during‬ ‭the‬ ‭period‬ ‭in‬
‭which this report is being prepared;‬

‭b)‬ ‭Designed‬‭such‬‭internal‬‭control‬‭over‬‭financial‬‭reporting,‬‭or‬‭caused‬‭such‬‭internal‬‭control‬‭over‬‭financial‬‭reporting‬
‭to‬‭be‬‭designed‬‭under‬‭our‬‭supervision,‬‭to‬‭provide‬‭reasonable‬‭assurance‬‭regarding‬‭the‬‭reliability‬‭of‬‭financial‬‭reporting‬
‭and‬‭the‬‭preparation‬‭of‬‭financial‬‭statements‬‭for‬‭external‬‭purposes‬‭in‬‭accordance‬‭with‬‭generally‬‭accepted‬‭accounting‬
‭principles;‬

‭c)‬ ‭Evaluated‬‭the‬‭effectiveness‬‭of‬‭the‬‭registrant’s‬‭disclosure‬‭controls‬‭and‬‭procedures,‬‭and‬‭presented‬‭in‬‭this‬‭report‬‭our‬
‭conclusions‬‭about‬‭the‬‭effectiveness‬‭of‬‭the‬‭disclosure‬‭controls‬‭and‬‭procedures,‬‭as‬‭of‬‭the‬‭end‬‭of‬‭the‬‭period‬‭covered‬‭by‬
‭this report based on such evaluation; and‬

‭d)‬ ‭Disclosed‬ ‭in‬ ‭this‬ ‭report‬ ‭any‬ ‭change‬ ‭in‬ ‭the‬ ‭registrant’s‬ ‭internal‬ ‭control‬‭over‬‭financial‬‭reporting‬‭that‬‭occurred‬
‭during‬‭the‬‭registrant’s‬‭most‬‭recent‬‭fiscal‬‭quarter‬‭(the‬‭registrant’s‬‭fourth‬‭fiscal‬‭quarter‬‭in‬‭the‬‭case‬‭of‬‭an‬‭annual‬‭report)‬
‭that‬‭has‬‭materially‬‭affected,‬‭or‬‭is‬‭reasonably‬‭likely‬‭to‬‭materially‬‭affect,‬‭the‬‭registrant’s‬‭internal‬‭control‬‭over‬‭financial‬
‭reporting; and‬

‭5.‬ ‭The‬ ‭registrant’s‬ ‭other‬ ‭certifying‬ ‭officer‬ ‭and‬ ‭I‬ ‭have‬ ‭disclosed,‬ ‭based‬‭on‬‭our‬‭most‬‭recent‬‭evaluation‬‭of‬‭internal‬‭control‬‭over‬
‭financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors:‬

‭a)‬ ‭All‬‭significant‬‭deficiencies‬‭and‬‭material‬‭weaknesses‬‭in‬‭the‬‭design‬‭or‬‭operation‬‭of‬‭internal‬‭control‬‭over‬‭financial‬
‭reporting‬ ‭which‬ ‭are‬ ‭reasonably‬ ‭likely‬ ‭to‬ ‭adversely‬ ‭affect‬ ‭the‬ ‭registrant’s‬‭ability‬‭to‬‭record,‬‭process,‬‭summarize‬‭and‬
‭report financial information; and‬

‭b)‬ ‭Any‬‭fraud,‬‭whether‬‭or‬‭not‬‭material,‬‭that‬‭involves‬‭management‬‭or‬‭other‬‭employees‬‭who‬‭have‬‭a‬‭significant‬‭role‬‭in‬
‭the registrant’s internal control over financial reporting.‬

‭Date:‬‭August 7, 2024‬ ‭/s/‬
‭Cristian A. Melej‬
‭Chief Financial Officer‬
‭(Principal Financial Officer and‬
‭Principal Accounting Officer)‬
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‭EXHIBIT 32.1‬
‭Certifications pursuant to 18U.S.C. §1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002‬

‭CERTIFICATION PURSUANT TO‬
‭18 U.S.C. §1350,‬

‭AS ADOPTED PURSUANT TO‬
‭SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002‬

‭In‬‭connection‬‭with‬‭the‬‭Quarterly‬‭Report‬‭on‬‭Form‬‭10-Q‬‭of‬‭Hingham‬‭Institution‬‭for‬‭Savings‬‭(the‬‭“Bank”)‬‭for‬‭the‬‭fiscal‬‭quarter‬
‭ended‬ ‭June‬ ‭30,‬ ‭2024,‬ ‭as‬ ‭filed‬ ‭with‬ ‭the‬ ‭Federal‬ ‭Deposit‬ ‭Insurance‬ ‭Corporation‬ ‭on‬ ‭the‬ ‭date‬ ‭hereof‬ ‭(the‬ ‭“Report”),‬‭the‬‭undersigned‬
‭Robert‬ ‭H.‬ ‭Gaughen,‬ ‭Jr.,‬ ‭Chief‬ ‭Executive‬ ‭Officer‬‭of‬‭the‬‭Bank,‬‭hereby‬‭certifies‬‭pursuant‬‭to‬‭18‬‭U.S.C.‬‭§1350,‬‭as‬‭adopted‬‭pursuant‬‭to‬
‭Section 906 of the Sarbanes-Oxley Act of 2002, that:‬

‭1.‬ ‭The‬‭Report‬‭fully‬‭complies‬‭with‬‭the‬‭requirements‬‭of‬‭Section‬‭13(a)‬‭or‬‭15(d)‬‭of‬‭the‬‭Securities‬‭Exchange‬‭Act‬‭of‬‭1934;‬
‭and‬

‭2.‬ ‭The‬‭information‬‭contained‬‭in‬‭the‬‭Report‬‭fairly‬‭presents,‬‭in‬‭all‬‭material‬‭respects,‬‭the‬‭financial‬‭condition‬‭and‬‭results‬‭of‬
‭operations of the Bank.‬

‭/s/‬
‭Robert H. Gaughen, Jr.‬
‭Chief Executive Officer‬
‭(Principal Executive Officer)‬

‭Date:‬‭August 7, 2024‬
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‭EXHIBIT 32.2‬

‭CERTIFICATION PURSUANT TO‬
‭18 U.S.C. §1350,‬

‭AS ADOPTED PURSUANT TO‬
‭SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002‬

‭In‬‭connection‬‭with‬‭the‬‭Quarterly‬‭Report‬‭on‬‭Form‬‭10-Q‬‭of‬‭Hingham‬‭Institution‬‭for‬‭Savings‬‭(the‬‭“Bank”)‬‭for‬‭the‬‭fiscal‬‭quarter‬
‭ended‬ ‭June‬ ‭30,‬ ‭2024,‬ ‭as‬ ‭filed‬ ‭with‬ ‭the‬ ‭Federal‬ ‭Deposit‬ ‭Insurance‬ ‭Corporation‬ ‭on‬ ‭the‬ ‭date‬ ‭hereof‬ ‭(the‬ ‭“Report”),‬‭the‬‭undersigned‬
‭Cristian‬‭A.‬‭Melej,‬‭Chief‬‭Financial‬‭Officer‬‭of‬‭the‬‭Bank,‬‭hereby‬‭certifies‬‭pursuant‬‭to‬‭18‬‭U.S.C.‬‭§1350,‬‭as‬‭adopted‬‭pursuant‬‭to‬‭Section‬
‭906 of the Sarbanes-Oxley Act of 2002, that:‬

‭1.‬ ‭The‬‭Report‬‭fully‬‭complies‬‭with‬‭the‬‭requirements‬‭of‬‭Section‬‭13(a)‬‭or‬‭15(d)‬‭of‬‭the‬‭Securities‬‭Exchange‬‭Act‬‭of‬‭1934;‬
‭and‬

‭2.‬ ‭The‬‭information‬‭contained‬‭in‬‭the‬‭Report‬‭fairly‬‭presents‬‭in‬‭all‬‭material‬‭respects,‬‭the‬‭financial‬‭condition‬‭and‬‭results‬‭of‬
‭operations of the Bank.‬

‭/s/‬
‭Cristian A. Melej‬
‭Chief Financial Officer‬
‭(Principal Financial Officer‬
‭and Principal Accounting Officer)‬

‭Date:‬‭August 7, 2024‬
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