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THE FIRST BANCORP, INC.

Common Shares

We are offering 661,540 of our common shares, $0.01 par value (the “Common Shares”).

Our Common Shares are listed on The NASDAQ Global Select Market under the symbol “FNLC.”

On March 22, 2013, the last reported sale price of our Common Shares on

The NASDAQ Global Select Market was $17.80 per share.

Our Common Shares are not deposits or other obligations of a bank or depository institution and are not insured by the
Federal Deposit Insurance Corporation or any other governmental agency.

Investing in our Common Shares involves risks.

See “RISK FACTORS” beginning on page S-11 to read about the factors you should consider before making your
investment decision.

Neither the Securities and Exchange Commission nor any state securities commission

has approved or disapproved of these securities or determined that this prospectus supplement
or the accompanying prospectus is truthful or complete.

Any representation to the contrary is a criminal offense.

Price Per Common Share Total
Public offering price $16.250000 $10,750,025
Underwriting discount and commissions $0.934375 $618,126
Proceeds, before expenses, to us $15.315625 $10,131,899

The underwriter may also purchase up to 99,231 additional Common Shares within 30 days of the date of this
prospectus supplement to cover over-allotments, if any.

The underwriter expects to deliver the Common Shares in book-entry form only, through the facilities of The
Depository Trust Company on or about March 28, 2013.

Prospectus Supplement dated March 26, 2013
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ABOUT THIS PROSPECTUS SUPPLEMENT

You should rely only on the information contained in or incorporated by reference in this prospectus supplement and
the accompanying prospectus. We have not, and Keefe, Bruyette & Woods, Inc., as underwriter, has not, authorized
anyone to provide you with any other or different information. If anyone provides you with information that is
different from, or inconsistent with, the information in this prospectus supplement, you should not rely on it. You
should assume that the information contained or incorporated by reference in this prospectus supplement and the
accompanying prospectus is accurate only as of its respective date, regardless of the time of delivery of this prospectus
supplement and the accompanying prospectus or any sales of our Common Shares. Our business, financial condition,
results of operations and prospects may have changed since such dates.

This prospectus supplement is a supplement to the accompanying prospectus that is also a part of this document. This
prospectus supplement and the accompanying prospectus are part of a registration statement that we filed with the
Securities and Exchange Commission (the “SEC”) using a “shelf” registration process. Under the shelf registration
statement, we may offer and sell Common Shares or other securities described in the accompanying prospectus in one
or more offerings. In this prospectus supplement, we provide you with specific information about the terms of this
offering. Both this prospectus supplement and the accompanying prospectus include important information about us,
our Common Shares and other information you should know before investing in our Common Shares. This prospectus
supplement may also add, update and change information contained in the accompanying prospectus. To the extent
that any statement that we make in this prospectus supplement is inconsistent with the statements made in the
accompanying prospectus, the statements made in the accompanying prospectus are deemed modified or superseded
by the statements made in this prospectus supplement and you should rely only on such modified or superseded
statements. Before investing in our Common Shares you should read both this prospectus supplement and the
accompanying prospectus, together with additional information described under the headings “WHERE YOU CAN
FIND MORE INFORMATION” and “INCORPORATION OF CERTAIN INFORMATION BY REFERENCE”.

Unless otherwise indicated or unless the context requires otherwise, all references in this prospectus supplement to

113 L2 T3 29

we,” “us,” “our” or similar references mean The First Bancorp, Inc.
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WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the SEC. The reports,
proxy statements and other information that we file with the SEC are available to the public from the SEC’s website at
http://www.sec.gov. Copies of certain information filed by us with the SEC are also available through our Internet site
at http://www.thefirstbancorp.com. Other than any documents expressly incorporated by reference, the information on
the SEC website and on our website is not a part of, and is not incorporated into, this prospectus supplement. You may
also read and copy any document we file with the SEC by visiting the SEC’s Public Reference Room at 100 F Street
N.E., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for information on the operation of the Public
Reference Room.

INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

The SEC allows us to incorporate by reference into this prospectus supplement and the accompanying prospectus
information in other documents we file with the SEC, which means that we can disclose important information to you
by referring you to those documents. Information incorporated by reference is considered to be part of this prospectus
supplement and the accompanying prospectus, except for any information that is modified or superseded by
subsequent incorporated documents or by information that is included directly in this prospectus supplement. We
incorporate by reference the documents listed below and, except as otherwise noted below, any filings we make with
the SEC under Sections 13(a), 13(c), 14, or 15(d) of the Securities Exchange Act of 1934, as amended (the “Exchange
Act”), after the date of this prospectus supplement and prior to the time that we sell all the securities offered by this
prospectus supplement and the accompanying prospectus:

The description of common stock contained in our Registration Statement on Form S-18, as filed with the SEC on
October 2, 1987;

“Annual Report on Form 10-K for the year ended December 31, 2012, filed on March 8, 2013;

Portions of our Proxy Statement filed on March 8, 2013 that have been incorporated by reference into our Annual
Report on Form 10-K for the year ended December 31, 2012;

Pursuant to General Instruction B of Form 8-K, any information furnished pursuant to “Item 2.02. Results of

Operations and Financial Condition” or “Item 7.01. Regulation FD Disclosure” of Form 8-K is not deemed to be “filed” for
purposes of Section 18 of the Exchange Act, and we are not incorporating by reference any information furnished

pursuant to Item 2.02 or Item 7.01 of Form 8-K into this prospectus supplement or the accompanying prospectus.

We will provide without charge, upon written or oral request, a copy of any or all of the documents that are
incorporated by reference into this prospectus supplement (other than exhibits, unless they are specifically
incorporated by reference in the documents). Requests should be directed to:

F. Stephen Ward, Executive Vice President and Chief Financial Officer
The First Bancorp, Inc.
Post Office Box 940, Damariscotta, ME 04543 (207) 563-3195

Page S-2
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FORWARD-LOOKING STATEMENTS

Certain statements contained in this prospectus supplement and the accompanying prospectus and in information
incorporated by reference into this prospectus supplement and accompanying prospectus that are not historical facts
may contain certain statements that may be considered forward-looking statements under the Private Securities
Litigation Reform Act of 1995. The Company may make written or oral forward-looking statements in other
documents we file with the SEC, in our annual reports to shareholders, in press releases and other written materials
and in oral statements made by our officers, directors or employees. You can identify forward-looking statements by
the use of the words “believe,” “expect,” “anticipate,” “intend,” “estimate,” “assume,” “will,” “should”, “may”, “might”, “coul
expressions which predict or indicate future events or trends and which do not relate to historical matters. You should
not rely on forward-looking statements, because they involve known and unknown risks, uncertainties and other
factors, some of which are beyond the control of the Company. These risks, uncertainties and other factors may cause
the actual results, performance or achievements of the Company to be materially different from the anticipated future
results, performance or achievements expressed or implied by the forward-looking statements.

LT3 9% ¢

Some of the factors that might cause these differences include, but are not limited to, the following:

General, national, regional or local economic conditions which are less favorable than anticipated, impacting the
performance of the Company’s investment portfolio, quality of credits or the overall demand for services.

€Changes in loan default and charge-off rates which could affect the allowance for loan losses.

Reductions in deposit levels could necessitate increased and/or higher cost borrowing to fund loans and investments.
Declines in mortgage loan refinancing, equity loan and line of credit activity which could reduce net interest and
non-interest income.

Changes in the domestic interest rate environment and inflation, as substantially all of the Company’s assets and
virtually all of its liabilities are monetary in nature.

€Changes in the carrying value of investment securities and other assets.

Misalignment of the Company’s interest-bearing assets and liabilities.

Increases in loan repayment rates affecting interest income and the value of mortgage servicing rights.

Growth in new loans and deposits at recently acquired or newly opened branches may be insufficient to offset
increase in operating costs attributable to those new locations.

Changing business, banking, or regulatory conditions or policies, or new legislation or regulation affecting the
financial services industry, including, but not limited to, Dodd-Frank and regulations enacted under it, that could lead
to changes in the competitive balance among financial institutions, restrictions on bank activities, increased capital
requirements, changes in costs (including deposit insurance premiums), increased regulatory scrutiny, declines in
consumer confidence in depository institutions, or changes in the secondary market for bank loan and other products.
Changes in accounting rules, Federal and State laws, Internal Revenue Service regulations, and other regulations and
policies governing financial holding companies and their subsidiaries which may impact our ability to take
appropriate action to protect our financial interests in certain loan situations.

These forward-looking statements were based on information, plans and estimates at the date of this prospectus
supplement, and we do not promise to update any forward-looking statements to reflect changes in underlying

assumptions or factors, new information, future events or other changes.
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SUMMARY INFORMATION ABOUT THE FIRST BANCORP, INC.

You should read the following summary in conjunction with the more detailed information contained in this
prospectus supplement and in the accompanying prospectus, including the information incorporated by reference in
each. To the extent the following information is inconsistent with the information in the accompanying prospectus,
you should rely on the following information. You should pay special attention to the “RISK FACTORS” section
beginning on page S-11 of this prospectus supplement and the risks described in the other documents incorporated by
reference herein to determine whether an investment in our Common Shares is appropriate for you.

We are a financial holding company organized under the laws of the State of Maine and registered under the Bank
Holding Company Act of 1956. We are committed to the delivery of financial services through our subsidiary, The
First, N.A. (the “Bank”). Founded in 1864, the Bank is an independent community bank with 16 offices in Lincoln,
Knox, Hancock, Penobscot and Washington Counties. The Bank provides a full range of consumer and commercial
banking products and services. First Advisors, a division of The First, N.A., provides investment advisory, private
banking and trust services from four offices in Lincoln, Hancock and Penobscot Counties. As of December 31, 2012,
The First Bancorp, Inc. (the “Company”) had:

*Consolidated assets of $1.415 billion

*Total deposits of $958.8 million

*Total loans of $869.3 million

*Total shareholders’ equity of $156.3 million

The Bank’s customers are primarily small businesses and individuals to whom the Bank offers a wide variety of
services, including deposit accounts, consumer and commercial and mortgage loans. The banking business in the
Bank’s market area is seasonal, with lower deposits in the winter and spring and higher deposits in the summer and
fall. This swing is predictable and has not had a materially adverse effect on the Bank.

In addition to traditional banking services, we provide investment management and private banking services through
First Advisors, which is an operating division of the Bank. First Advisors is focused on taking advantage of
opportunities created as the larger banks have altered their service commitment to clients not meeting established
account criteria. First Advisors is able to offer a comprehensive array of private banking, financial planning,
investment management and trust services to individuals, businesses, non-profit organizations and municipalities of
varying asset size, and to provide the highest level of personal service. The staff includes investment and trust
professionals with extensive experience.

The Company believes that there will continue to be a need for a bank in the Bank’s primary market area with local
management having decision-making power and emphasizing loans to small and medium-sized businesses and to
individuals. The Bank has concentrated on extending business loans to such customers in the Bank’s primary market
area and to extending investment and trust services to clients with accounts of all sizes. The Bank has worked and will
continue to work to position itself to be competitive in its market area. The Bank’s ability to make decisions close to
the marketplace, Management’s commitment to providing quality banking products, the caliber of the professional
staff, and the community involvement of the Bank’s employees are all factors affecting the Bank’s ability to be
competitive.

On October 26, 2012, the Bank completed the purchase of a branch at 63 Union Street in Rockland, Maine, from
Camden National Bank ("Camden National”). The branch represents one of 15 Maine branches Camden National
acquired from Bank of America and divested by Camden National to resolve competitive concerns in that market
raised by the U.S. Department of Justice’s Antitrust Division. As part of the transaction, the Bank acquired
approximately $32.3 million in deposits as well as a small volume of loans. On the same date, the Bank completed the
purchase, also from Camden National, of a full-service bank building at 145 Exchange Street in Bangor, Maine, where
we opened a full-service branch in February of 2013.We believe that this Bangor location offers an excellent
opportunity to enter the expanding Eastern Maine market. The total value of the transaction was $6.6 million, which
includes the premises and equipment for the two locations, the premium paid for the Rockland deposits, a small
amount of loans, plus core deposit intangible and goodwill.
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RECENT DEVELOPMENTS

Two-Month Period Ended February 28, 2013.
The following presents unaudited summary balance sheets as of February 28, 2013, the previous year end and the end

of the previous first quarter, as well as summary unaudited results of operations for the two-months ended February
28, 2013, and February 29, 2012. Our first quarter of 2013 has not yet concluded and the following results are
preliminary in nature and based upon currently available information. In the opinion of Management, such unaudited
financial information includes all adjustments (consisting of normal recurring adjustments) necessary for a fair
presentation of our financial position and results of operations for such periods, but may not include normal
quarter-end adjustments. These results are also subject to further revision based upon final actual results for the entire
quarter ending March 31, 2013, our review and the review of our independent auditors of such quarterly results.
Therefore, no assurance can be given that, upon completion of our review and the review of our independent auditors,
we will not report materially different financial results than those set forth below. In addition, we cannot assure you
our results for this period will be indicative of our results for the entire quarter ending March 31, 2013, or for the

entire year ending December 31, 2013.
Balance Sheets (unaudited)

In thousands of dollars 2/28/2013 12/31/2012 3/31/2012
Cash and cash equivalents $13,962 $16,596 $13,655
Investment securities 448,023 449,382 469,540
Loans less allowance for loan losses 854,651 857,819 858,122
Other assets 91,562 91,202 82,475
Total Assets $1,408,198 $1,414,999 $1,423,792
Deposits $971,706 $958,850 $1,015,835
Borrowed funds 264,968 282,905 240,151
Other liabilities 14,116 16,921 16,213
Shareholders' equity 157,408 156,323 151,593
Total liabilities and shareholders' equity $1,408,198 $1,414,999 $1,423,792
Tangible book value per common share $11.55 $11.47 $11.34

Statement of Income (unaudited)

For the two months ended

In thousands of dollars 2/28/2013 2/29/2012
Net interest income $6,102 $6,449
Provision for loan losses 1,000 1,400
Non-interest income 1,959 1,322
Non-interest expense 4,728 4,019
Income taxes 459 500

Net income $1,874 $1,852
Page S-5
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Selected Ratios (unaudited)
2/28/2013 12/31/2012 3/31/2012

Non-performing assets to total assets 1.94 9% 1.89 %2.01
On February 25, 2013, the Bank opened a full-service branch in the building at 145 Exchange Street in Bangor,

Maine, that it acquired from Camden National Bank in the fourth quarter of 2012. We believe that this Bangor
location offers an excellent opportunity to enter the Eastern Maine market.

Page S-6
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL INFORMATION

Dollars in thousands, except for Years ended December 31,

shares and per share amounts 2012 2011 2010 2009 2008
Summary of Operations

Interest Income $51,825 $55,702 $57,260 $62,569 $71,372
Interest Expense 12,938 14,709 16,671 18,916 33,669
Net Interest Income 38,887 40,993 40,589 43,653 37,703
Provision for Loan Losses 7,835 10,550 8,400 12,160 4,700
Non-Interest Income 11,278 11,750 9,135 12,754 9,646
Non-Interest Expense 26,271 26,038 25,130 26,658 22,994
Income Tax 3,371 3,791 4,078 4,547 5,621
Net Income 12,688 12,364 12,116 13,042 14,034
Preferr.ed Stock Dividends & 723 1208 1,348 1,161 o
Amortization

gg;ri“scome Available to Common ;o5 11,156 10,768 11,881 14,034

Per Common Share Data
Weighted Average Common Shares 9,828,925 9,788,610 9,760,760 9,721,172 9,701,379

Weighted Average Diluted Common o ¢ /¢ o5 9,798,229 9,765,486 9,733,244 9,720,331

Shares

Basic Earnings per Share $1.22 $1.14 $1.10 $1.22 $1.45
Diluted Earnings per Share 1.22 1.14 1.10 1.22 1.44
Cash Dividends Declared 0.78 0.78 0.78 0.78 0.77
Book Value per Common Share 14.60 14.12 12.80 12.66 12.09
Tangible Book Value per Common 11.47 11.20 984 9.65 901
Share

Market Value 16.47 15.37 15.79 15.42 19.89
Operating Ratios

Return on Average Equity! 8.84 %9.37 9%9.53 %10.66 %12.02
Return on Average Tangible Equity!-2 10.40 10.80 10.97 12.76 16.14
Return on Average Assets! 0.89 0.87 0.89 0.96 1.10
Efficiency Ratio? 51.01 49.75 48.15 43.39 46.07
Dividend Payout Ratio 63.93 68.42 70.91 63.93 52.76
Net Interest Margin Tax-Equivalent!-23.14 3.27 3.38 3.66 3.33
Page S-7
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Dollars in thousands, except for
shares and per share amounts
Asset Quality Ratios
Non-Performing Loans to Total
Loans

Non-Performing Assets to Total
Assets

Allowance for Loan Losses/Total
Loans

At Year End

Total Assets

Total Investment Securities
Total Loans

Allowance for Loan Losses
Total Deposits

Total Borrowings

Total Shareholders’ Equity

Years ended December 31,

2012

2.20
1.89

1.44

$1,414,999
449,382
869,284
12,500
958,850
282,905
156,323

Market price per common share during 2012

2011

%3.21
232

1.50

$1,372,867
424,306
864,988
13,000
941,333
265,663
150,858

2010

%2.39
1.87

1.50

$1,393,802
416,052
887,596
13,316
974,518
257,330
149,848

I Annualized using a 366-day basis in 2012 and 365-day basis in 2011
2These ratios use non-GAAP financial measures. For additional disclosures and information regarding our non-GAAP
information, see Management's Discussion and Analysis of Financial Condition and Results of Operations in our 2012

Annual Report on Form 10-K.

Page S-8

2009

%1.95
1.80

1.43

$1,331,394
287,818
952,492
13,637
922,667
249,778
147,938
High
$18.96

2008

%1.27 %
1.31

0.90

$1,325,744
247,839
979,273
8,800
925,736
272,074
117,181
Low
$13.41

11



Edgar Filing: First Bancorp, Inc /ME/ - Form 424B5

PARTICIPATION IN THE CAPITAL PURCHASE PROGRAM

On January 9, 2009, the Company issued $25 million in Fixed Rate Cumulative Perpetual Preferred Stock, Series A,
having a liquidation preference of $1,000 per share, to the U.S. Treasury under the Capital Purchase Program (“the
CPP Shares”). The CPP Shares call for cuamulative dividends at a rate of 5.0% per year for the first five years, and at a
rate of 9.0% per year in following years, payable quarterly in arrears on February 15, May 15, August 15 and
November 15 of each year. The CPP Shares qualify as Tier 1 capital on the Company's books for regulatory purposes
and rank senior to the Company's common stock and senior or at an equal level in the Company's capital structure to
any other shares of preferred stock the Company may issue in the future. The CPP Shares are “perpetual” preferred
stock, which means that neither Treasury nor any subsequent holder would have a right to require that the Company
redeem any of the shares.

On August 24, 2011, the Company repurchased $12.5 million of the CPP Shares. The repurchase transaction was
approved by the Federal Reserve Bank of Boston, the Company's primary regulator. Almost all of the repurchase was
made from retained earnings accumulated since the preferred stock was issued in 2009. After the repurchase, $12.5
million of the CPP shares remained outstanding.

On March 20, 2013, the Company received approval from the Federal Reserve Bank to repurchase an additional $2.5
million of the CPP shares. The repurchase is scheduled to take place on March 27, 2013, and after this additional
repurchase, $10.0 million of the CPP shares will remain outstanding.

Subject to the prior approval of the Federal Reserve Bank of Boston, the Company intends to repurchase the
remaining $10.0 million of the CPP Shares using the net proceeds from the sale of Common Shares, together with (if
necessary) any other funds available.

Incident to such issuance, the Company issued to the U.S. Treasury warrants (the “Warrants”) to purchase up to 225,904
shares of the Company's common stock at a price per share of $16.60 (subject to adjustment). The CPP Shares and the
related Warrants (and any shares of common stock issuable pursuant to the Warrants) are freely transferable by
Treasury to third parties and the Company has filed a registration statement with the Securities and Exchange
Commission to allow for possible resale of such securities. The Warrants have a term of ten years and could be
exercised by Treasury or a subsequent holder at any time or from time to time during their term.

As a condition to Treasury's purchase of the CPP Shares, during the time that Treasury holds any equity or debt
instrument the Company issued, the Company is required to comply with certain restrictions and other requirements
relating to the compensation of the Company's chief executive officer, chief financial officer and three other most
highly compensated executive officers. These restrictions include a prohibition on severance payments to those
executive officers upon termination of their employment and a $500,000 limit on the tax deductions the Company can
take for compensation expense for each of those executive officers in a single year as well as a prohibition on bonus
compensation to such officers other than limited amounts of long-term restricted stock. The Company has no present
plan or intent to materially modify executive compensation if the Company repurchases the CPP Shares.

Page S-9
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THE OFFERING AND USE OF PROCEEDS

The following summary contains basic information about our Common Shares and is not intended to be complete. It
does not contain all of the information that is important to you. For a more complete description of our Common
Shares, see “CAPITAL STOCK AND DIVIDENDS” beginning on page

S-24 of this prospectus supplement.

Issuer: The First Bancorp, Inc.
Common Shares We Are Offering: 661,540 Common Shares -
Common Shares Outstanding After This Offering: 10,521,454 Common Shares 23

Use of Proceeds: We expect to receive net proceeds from this offering of approximately $10 million, after deducting
underwriting discounts and commissions and estimated expenses payable by us. Subject to receipt of approval by the
Federal Reserve Bank of Boston, we intend to use the net proceeds from this offering to repurchase the remaining
portion of the CPP Shares from the U.S. Treasury. We may also use the net proceeds for general corporate purposes:
to bolster our capital ratios, support our organic growth and strengthen our liquidity position, as well as to better
position us for business opportunities in our market areas.

Dividends: In 2011 and 2012, the Company paid dividends on its common stock at the rate of $0.78 per share per
year. The ability of the Company to pay cash dividends depends on receipt of dividends from the Bank. Dividends
may be declared by the Bank out of its net profits as the directors deem appropriate, subject to the limitation that the
total of all dividends declared by the Bank in any calendar year may not exceed the total of its net profits of that year
plus retained net profits of the preceding two years. The amount available for dividends in 2013 will be that year’s net
income plus $6.8 million. The payment of dividends from the Bank to the Company may be additionally restricted if
the payment of such dividends resulted in the Bank failing to meet regulatory capital requirements. See “RISK
FACTORS” beginning on page S-11 of this prospectus supplement and other information included or incorporated by
reference in this prospectus supplement and the accompanying prospectus for information regarding restrictions on
our ability to pay dividends on Common Shares.

Risk Factors: See “RISK FACTORS” beginning on page S-11 of this prospectus supplement, the risks described in the
other documents incorporated by reference herein and other information included or incorporated by reference in this

prospectus supplement for a discussion of factors you should carefully consider before buying the Common Shares.

NASDAQ Global Market Select Symbol: FNLC

! The number of Common Shares excludes 99,231 Common Shares subject to the underwriter's over-allotment granted
in this offering.

2 The number of Common Shares outstanding immediately after the closing of this offering is based on 9,859,914
Common Shares outstanding as of December 31, 2012.

3 Unless otherwise indicated, the number of Common Shares presented in this prospectus supplement excludes
352,659 Common Shares issuable under our stock compensation plans, 177,599 Common Shares issuable under our
Employer and Director Stock Purchase Plan, 399,420 Common Shares issuable under our Dividend Reinvestment
Plan, and 225,904 Common Shares issuable under the Warrant held by the U.S. Treasury, and 99,231 Common Shares
subject to the underwriter's over-allotment option granted in this offering.

Page S-10
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RISK FACTORS

An investment in our Common Shares involves risks. The risks and uncertainties described below are not the only
ones the Company faces. Additional risks and uncertainties that we are unaware of, or that we currently deem
immaterial, also may become important factors that affect us and our business. If any of these risks were to occur, our
business, financial condition or results of operations could be materially and adversely affected. Before you invest in
our securities, in addition to the risk factors set forth below and other information, documents or reports included or
incorporated by reference in this prospectus supplement and the accompanying prospectus, you should carefully
consider the risk factors discussed below, as well as our most recent Annual Report on Form 10-K, and in our
Quarterly Reports on Form 10-Q filed subsequent to the Annual Report on Form 10-K, which are incorporated by
reference into this prospectus supplement in their entirety, as the same may be amended, supplemented or superseded
from time to time by other reports we file with the SEC in the future.

Risk Associated With Our Business

We are subject to credit risk and may incur losses if loans are not repaid.

There are inherent risks associated with our lending activities. These risks include, among other things, the impact of
changes in interest rates and changes in the economic conditions in the markets where we operate as well as those
across the United States and abroad. Increases in interest rates and/or weakening economic conditions could adversely
impact the ability of borrowers to repay outstanding loans or the value of the collateral securing these loans. We seek
to mitigate the risks inherent in our loan portfolio by adhering to specific underwriting practices. Although we believe
that our underwriting criteria are appropriate for the various kinds of loans we make, we may incur losses on loans
that meet our underwriting criteria, and these losses may exceed the amounts set aside as reserves in our allowance for
loan losses.

Our loan portfolio includes commercial and commercial real estate loans that may have higher risks than other types
of loans.

Our commercial, commercial real estate, and commercial construction loans at December 31, 2012 and 2011 were
$354.9 million and $375.0 million, respectively, or 40.8% and 43.4% of total loans. Commercial and commercial real
estate loans generally carry larger loan balances and can involve a greater degree of financial and credit risk than other
loans. As a result, banking regulators continue to give greater scrutiny to lenders with a high concentration of
commercial real estate loans in their portfolios, and such lenders are expected to implement stricter underwriting,
internal controls, risk management policies and portfolio stress testing, as well as higher capital levels and loss
allowances. The increased financial and credit risk associated with these types of loans are a result of several factors,
including the concentration of principal in a limited number of loans and borrowers, the size of loan balances, the
effects of general economic conditions on income-producing properties and the increased difficulty of evaluating and
monitoring these types of loans.

Regulators have the right to request banks to maintain elevated levels of capital or liquidity due to commercial real
estate loan concentrations, and could do so, especially if there is a further downturn in our local real estate markets. In
addition, when underwriting a commercial or industrial loan, we may take a security interest in commercial real estate,
and, in some instances upon a default by the borrower, we may foreclose on and take title to the property, which may
lead to potential financial risks for us under applicable environmental laws. If hazardous substances were discovered
on any of these properties, we may be liable to governmental agencies or third parties for the costs of remediation of
the hazard, as well as for personal injury and property damage. Many environmental laws can impose liability
regardless of whether the Company knew of, or were responsible for, the contamination.

Furthermore, the repayment of loans secured by commercial real estate is typically dependent upon the successful
operation of the related real estate or commercial project. If the cash flows from the project are reduced, a borrower’s
ability to repay the loan may be impaired. This cash flow shortage may result in the
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failure to make loan payments. In such cases, we may be compelled to modify the terms of the loan. In addition, the
nature of these loans is such that they are generally less predictable and more difficult to evaluate and monitor. As a
result, repayment of these loans may, to a greater extent than residential loans, be subject to adverse conditions in the
real estate market or economy.

Our allowance for loan losses may be insufficient and require additional provision from earnings.

The Bank maintains an allowance for loan losses based on, among other things, national and regional economic
conditions, historical loss experience and delinquency trends. We make various assumptions and judgments about the
collectability of our loan portfolio, including the creditworthiness of borrowers and the value of the real estate and
other assets serving as collateral for the repayment of loans. In determining the size of the allowance for loan losses,
we rely on our experience and our evaluation of economic conditions. However, we cannot predict loan losses with
certainty, and we cannot provide assurance that charge-offs in future periods will not exceed the allowance for loan
losses. If, as a result of general economic conditions, previously incorrect assumptions or an increase in defaulted
loans, we determine that additional increases in the allowance for loan losses are necessary, we will incur additional
provision expenses. In addition, regulatory agencies review the Bank’s allowance for loan losses and may require
additions to the allowance based on their judgment about information available to them at the time of their
examination. Management could also decide that the allowance for loan losses should be increased. If charge-offs in
future periods exceed the allowance for loan losses, we will need additional provisions to increase the allowance for
loan losses. Furthermore, growth in the loan portfolio would generally lead to an increase in the provision for loan
losses. Any increases in the allowance for loan losses will result in a decrease in net income and capital, and may have
a material adverse effect on our financial condition, results of operations and cash flows. See the section captioned
“Credit Risk Management and Allowance for Loan Losses” in Item 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations, in the Company’s 2012 Annual Report on Form 10-K, for further
discussion related to our process for determining the appropriate level of the allowance for loan losses.

The Maine foreclosure process can be lengthy and add additional losses for the Bank.

Residential foreclosures in Maine occur through the judicial system. Under ideal circumstances, it can take as little as
six months to foreclose on a Maine property, however, if the borrower contests the foreclosure or the court delays the
foreclosure, the process may take as long as two years. In 2009, the Maine Legislature passed “An Act to Preserve
Home Ownership and Stabilize the Economy by Preventing Unnecessary Foreclosures.” This law provides for
mediation of foreclosure of residential mortgages and borrowers may choose mediation at which parties must attend
and evaluate foreclosure alternatives in good faith. This law also provides that issues such as reinstatement of the
mortgage, modification of the loan and restructuring of the mortgage debt are to be addressed at these mediations.
Given the uncertain timeframe related to foreclosure in Maine, the Bank can incur additional legal fees and other
costs, such as payment of property taxes and insurance, if the foreclosure process is extended. In addition, the value of
the property may further decline if the borrower fails to maintain the property in good order.

Our level of troubled debt restructured (“TDR”) has increased and could adversely affect our financial condition and
results of operations.

Our efforts in 2011 and 2012 to assist homeowners and other borrowers increased our overall level of TDRs. In each
case when a loan was modified, Management determined it was in the Bank’s best interest to work with the borrower
with modified terms rather than to proceed to foreclosure. Once a loan is classified as a TDR, however, it remains
classified as a TDR until the balance is fully repaid, whether or not the loan is performing under the modified terms.
As of December 31, 2012 there were 101 loans with an outstanding balance of $30.0 million that have been
restructured. This compares to 59 loans with a value of $22.9 million as of December 31, 2011.

As of December 31, 2012, 70 loans with an aggregate balance of $24.9 million were performing under the modified
terms, seven loans with an aggregate balance $1.7 million were more than 30 days past due and 24 loans with an
aggregate balance of $3.4 million were on nonaccrual. As a percentage of aggregate outstanding balances, 83.0% was
performing under the modified terms, 5.8% was more than 30 days past due and 11.2% was on nonaccrual. Although
a large percentage of TDRs continue to be performing, as a
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group our TDRs are relatively unseasoned and the full collection of principal and interest on some TDRs may not
occur, which could adversely affect our financial condition and results of operations.

Changes in interest rates could adversely affect our net interest income and profitability.

Our earnings and cash flows are largely dependent upon our net interest income. Net interest income is the difference
between interest income earned on interest-earning assets, such as loans and securities, and interest expense paid on
interest-bearing liabilities, such as deposits and borrowed funds. Interest rates are highly sensitive to many factors that
are beyond our control, including general economic conditions, demand for loans, securities and deposits, and policies
of various governmental and regulatory agencies and, in particular, the Board of Governors of the Federal Reserve
System. Changes in monetary policy, including changes in interest rates, could influence not only the interest we
receive on loans and securities and the amount of interest we pay on deposits and borrowings, but such changes could
also affect

our ability to originate loans and obtain deposits;

the fair value of our financial assets and liabilities; and

the average duration of our loans and securities that are collateralized by mortgages.

If the interest rates paid on deposits and other borrowings increase at a faster rate than the interest rates received on
loans and other investments, our net interest income, and therefore earnings, could be adversely affected. Earnings
could also be adversely affected if the interest rates received on loans and other investments fall more quickly than the
interest rates paid on deposits and other borrowings. If interest rates decline, our higher-rate loans and investments
may be subject to prepayment risk, which could negatively impact our net interest margin. Conversely, if interest rates
increase, our loans and investments may be subject to extension risk, which could negatively impact our net interest
margin as well. Any substantial, unexpected, prolonged change in market interest rates could have a material adverse
effect on our financial condition, results of operations and cash flows. See Item 7A. Quantitative and Qualitative
Disclosures about Market Risk in the Company’s 2012 Annual Report on Form 10-K, for further discussion related to
our management of interest rate risk.

The value of our investment portfolio may be negatively affected by changes in interest rates and disruptions in
securities markets.

The market for some of the investment securities held in our portfolio has become volatile over the past several years.
Volatile market conditions may detrimentally affect the value of these securities due to the perception of heightened
credit and liquidity risks. There can be no assurance that the declines in market value associated with these disruptions
will not result in other than temporary impairments of these assets, which would lead to accounting charges that could
have a material adverse effect on our net income and capital levels. Our mortgage-backed portfolio may be subject to
extension risk as interest rates rise and borrowers are unable to refinance their current mortgages into lower rate
mortgages, extending the average life of the bonds. As of December 31, 2012, we had $291.6 million and $143.3
million in available for sale and held to maturity investment securities, respectively. Numerous factors, including lack
of liquidity for re-sales of certain investment securities, absence of reliable pricing information for investment
securities, adverse changes in business climate, adverse actions by regulators, or unanticipated changes in the
competitive environment could have a negative effect on our investment portfolio in future periods. If an impairment
charge is significant enough it could affect the ability of the Bank to renew funding. This could have a material
adverse effect on our liquidity and the Bank’s ability to upstream dividends to the Company and for the Company to
then pay dividends to shareholders. It could also negatively impact our regulatory capital ratios and result in our not
being classified as “well-capitalized” for regulatory purposes.

lliquidity could impair our ability to fund operations and jeopardize our financial condition.

Liquidity is essential to our business. An inability to raise funds through traditional deposits, brokered deposit
renewals or rollovers, secured or unsecured borrowings, the sale of securities or loans and other sources could have a
substantial negative effect on our liquidity. Our access to funding sources in amounts adequate to finance our
activities could be impaired by factors that affect us specifically or the financial services industry or economy in
general, or could be available only under terms which are unacceptable to
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us. We rely primarily on commercial and retail deposits and, to a lesser extent, brokered deposit renewals and
rollovers, advances from the Federal Home Loan Bank of Boston (the “FHLB”’) and other secured and unsecured
borrowings to fund our operations. Factors that could detrimentally impact our access to liquidity sources include a
decrease in the level of our business activity as a result of a downturn in the markets in which our loans are
concentrated, adverse regulatory action against us, changes in market interest rates or increased competition for
funding within our market. Disruptions in the capital markets or interest rate changes may make the terms of
wholesale funding sources less favorable and may make it difficult to sell securities when needed to provide additional
liquidity. In addition, if we fall below the FDIC’s thresholds to be considered “well capitalized”, we will be unable to
continue to rollover or renew brokered funds, and the interest rate paid on deposits would be subject to restrictions. As
a result, there is a risk that our cost of funding will increase or we will not have sufficient funds to meet our
obligations when they become due.

Loss of lower-cost funding sources could lead to margin compression and decrease net interest income.

Checking and savings, NOW, and money market deposit account balances and other forms of customer deposits can
decrease when customers perceive alternative investments, such as the stock market, as providing a better risk/return
tradeoff. If customers move money out of bank deposits and into other investments, we could lose a relatively
low-cost source of funds, increasing our funding costs and reducing our net interest income and net income. Advances
from the FHLB are currently a relatively low-cost source of funding. The availability of qualified collateral on the
Bank’s balance sheet determines the level of advances available from FHLB and a deterioration in quality in the Bank’s
loan portfolio can adversely impact the availability of this source of funding, which could increase our funding costs
and reduce our net interest income.

The soundness of other financial institutions could adversely affect us.

Since mid-2007, the financial services industry as a whole, as well as the securities markets generally, have been
materially and adversely affected by very significant declines in the values of nearly all asset classes and by a very
serious lack of liquidity. Financial institutions in particular have been subject to increased volatility and an overall loss
in investor confidence. Our ability to engage in routine funding transactions could be adversely affected by the actions
and commercial soundness of other financial institutions. Financial services companies are interrelated as a result of
trading, clearing, counterparty, or other relationships. We have exposure to many different industries and
counterparties, and we routinely execute transactions with counterparties in the financial services industry, including
brokers and dealers, commercial banks, investment banks, mutual and hedge funds, and other institutional clients. As
a result, defaults by, or even rumors or questions about, one or more financial services companies, or the financial
services industry generally, have led to market-wide liquidity problems and could lead to losses or defaults by us or by
other institutions. In addition, many of these transactions expose us to credit risk in the event of default of our
counterparty or client. Further, our credit risk may be exacerbated when the collateral held by us cannot be realized or
is liquidated at prices not sufficient to recover the full amount of the loan or derivative exposure due us. There is no
assurance that any such losses would not materially and adversely affect our business, financial condition or results of
operations.

Lack of loan demand may adversely impact net interest income.

During the past two years our loan portfolio has decreased $18.3 million. Loan demand in the Bank’s market area has
been limited as a result of continued weak economic conditions. This has had the greatest impact on the commercial
loan portfolio. In addition, in order to reduce the Bank’s exposure to interest rate risk, the Bank has sold residential
mortgages to the secondary market that have been refinanced by borrowers seeking to take advantage of lower interest
rates. Should this trend continue, net interest income may be negatively impacted if loans are replaced by
lower-yielding investment securities or if the balance sheet is allowed to shrink.
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Our recent acquisitions may negatively impact earnings.

On October 26, 2012, the Company completed the purchase of the former Bank of America branch at 63 Union Street
in Rockland, Maine, from Camden National Bank. As part of the transaction, the Company acquired approximately
$32.3 million in deposits as well as a small volume of loans. On the same date, the Company completed the purchase
of a full-service bank building at 145 Exchange Street in Bangor, Maine, also from Camden National, and opened a
full-service branch in this building in February of 2013. While we believe that these locations offer an excellent
opportunity for the Company to expand its presence in Mid-Coast Maine and enter a new market in Eastern Maine,
there is no guarantee that the increased operating costs for facilities and personnel will be offset by growth in loans
and deposits in the new locations.

A decline in real estate values in our primary market area could adversely impact results of operations and financial
condition.

Most of the Bank’s lending is in Mid-Coast and Down East Maine. As a result of this geographic concentration, a
significant broad-based deterioration in economic conditions in this area or Northern New England could have a
material adverse impact on the quality of the Bank’s loan portfolio, and could result in a decline in the demand for our
products and services and, accordingly, could negatively impact our results of operations. Such a decline in economic
conditions could impair borrowers’ ability to pay outstanding principal and interest on loans when due and,
consequently, adversely affect the cash flows of our business. The Bank’s loan portfolio is largely secured by real
estate collateral. A substantial portion of the real and personal property securing the loans in the Bank’s portfolio is
located in Mid-Coast and Down East Maine. Conditions in the real estate market in which the collateral for the Bank’s
loans is located strongly influence the level of the Bank’s non-performing loans and results of operations. The recent
decline in the Mid-Coast and Down East Maine area real estate values, as well as other external factors, could
adversely affect the Bank’s loan portfolio.

Our investment management activities are dependent on the value of investment securities which may lead to revenue
fluctuations.

First Advisors is the investment management arm of the Bank, operating under trust powers granted from the OCC in
the Bank’s charter. First Advisors provides trustee, investment management and custody services for individual,
municipal and business clients, predominately in the Bank’s market area. First Advisors’ revenues are directly tied to
the market performance of the investments it manages for clients, and these may be adversely affected by a decline in
the market value of these investments caused by normal fluctuations in the bond and stock markets.

We are dependent upon the services of our management team and if we are unable to retain the services of our
management team, our business may suffer.

Our future success and profitability are substantially dependent upon the management and banking abilities of our
senior executives. Changes in key personnel may be disruptive to our business and could have a material adverse
effect on our business, financial condition and results of operations. We believe that our future results will also depend
in part upon our attracting and retaining highly skilled and qualified management. Competition for the best people in
most activities in which we are engaged can be intense, and we may not be able to retain or hire the people we want
and/or need. In order to attract and retain qualified employees, we must compensate such employees at market levels.
Typically, those levels have caused employee compensation to be our greatest expense. If we are unable to continue to
attract and retain qualified employees, or do so at rates necessary to maintain our competitive position, our
performance, including our competitive position, could suffer, and, in turn, have a material adverse effect on us.
Although we have incentive compensation plans aimed, in part, at long-term employee retention, the unexpected loss
of services of one or more of our key personnel could still occur, and such events may have a material adverse effect
on us because of the loss of the employee’s skills, knowledge of our market, years of industry experience and the
difficulty of promptly finding qualified replacement personnel for our talented executives and/or relationship
managers.

Pursuant to the standardized terms of the CPP, among other things, we agreed to institute certain restrictions on the
compensation of certain senior executive management positions that could have an
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adverse effect on our ability to hire or retain the most qualified senior executives. Other restrictions were imposed
under the Recovery Act, the Dodd-Frank Act and other legislation or regulations. Our ability to attract and/or retain
talented executives and/or relationship managers may be negatively affected by these developments or any new
executive compensation limits.

Our internal control systems are inherently limited and may fail or be circumvented.

We face the risk that the design of our controls and procedures, including those intended to mitigate the risk of fraud
by employees or outsiders, may prove to be inadequate or may be circumvented, thereby causing delays in detection
of errors or inaccuracies in data and information. Although Management regularly reviews and updates our internal
controls, disclosure controls and procedures, and corporate governance policies and procedures, the Company’s
systems of internal controls, disclosure controls and corporate governance policies and procedures are inherently
limited. The inherent limitations of our system of internal controls include the use of judgment in decision-making
that can be faulty; breakdowns can occur because of human error or mistakes; and controls can be circumvented by
individual acts or by collusion of two or more people. The design of any system of controls is based in part upon
certain assumptions about the likelihood of future events, and any design may not succeed in achieving its stated goals
under all potential future conditions. Because of the inherent limitation of a cost-effective control system,
misstatements due to error or fraud may occur and may not be detected, which may have an adverse effect on the
Company’s business, results of operations or financial condition. Additionally, any plans of remediation for any
identified limitations may be ineffective in improving internal controls.

Our business is continually undergoing rapid technological change that may give rise to customer expectations that
exceed the capabilities of our systems or personnel.

The financial services industry is continually undergoing rapid technological change with frequent introductions of
new technology-driven products and services. The effective use of technology increases efficiency and enables
financial institutions to better serve customers and to reduce costs. Our future success depends, in part, upon our
ability to address the needs of our customers by using technology to provide products and services that will satisfy
customer demands, as well as to create additional efficiencies in our operations. Our largest competitors have
substantially greater resources to invest in technological improvements. We may not be able to effectively implement
new technology-driven products and services or be successful in marketing these products and services to our
customers. Failure to successfully keep pace with technological change affecting the financial services industry could
have a material adverse effect on us.

We are subject to security, transactional and operational risks relating to the use of technology that could damage our
reputation and our business.

We rely heavily on communications and information systems to conduct our business serving both internal and
customer constituencies. Any failure, interruption or breach in security of these systems could result in failures or
disruptions in our customer relationship management, general ledger, deposit, loan, and other systems. While we have
policies and procedures, security applications and fraud mitigation applications, designed to prevent or limit the effect
of the failure, interruption, fraud attacks or security breach of our information systems, there can be no assurance that
any such failures, interruptions, fraud attacks or security breaches will not occur or, if they do occur, that they will be
adequately addressed. Fraud attacks targeting customer-controlled devices, plastic payment card terminals, and
merchant data collection points provide another source of potential loss, again through no fault of our own. The
occurrence of any failures, interruptions or security breaches of information systems used to process customer
transactions could damage our reputation, result in a loss of customer business, subject us to additional regulatory
scrutiny, or expose us to civil litigation and possible financial liability, any of which could have a material adverse
effect on our financial condition, results of operations and cash flows.

We are subject to claims and litigation that may impact our earnings and/or our reputation.

From time to time, customers, vendors or other parties may make claims and take legal actions against us. Whether
any particular claims and legal actions are founded or unfounded, if such claims and legal actions are not resolved in a
manner favorable to us, they may result in financial liability and/or adversely affect
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the market perception of the Company and its products and services. Any financial liability or reputation damage
could have a material adverse effect on our business, which, in turn, could have a material adverse effect on our
financial condition and results of operations. We maintain reserves for certain claims when deemed appropriate based
upon our assessment that a loss is probable, consistent with applicable accounting guidance. At any given time we
may have legal actions asserted against us in various stages of litigation. Resolution of a legal action can often take
years. We are also involved, from time to time, in other reviews, investigations and proceedings (both formal and
informal) by governmental and self-regulatory agencies regarding our business, including, among other things,
accounting and operational matters, certain of which may result in adverse judgments, settlements, fines, penalties,
injunctions or other relief. The number and risk of these investigations and proceedings has increased in recent years
with regard to many firms in the financial services industry due to legal changes to the consumer protection laws
provided for by the Dodd-Frank Act, the creation of the CFPB, and the uncertainty as to whether federal preemption
of certain state consumer laws remains intact for federally chartered financial institutions like the Bank. A weakening
of federal pre-emption would potentially increase our compliance and operational costs and risks since we are a
national bank and we would potentially face new state and local enforcement activity. There have also been a number
of highly publicized cases involving fraud or misconduct by employees in the financial services industry in recent
years, and we face the risk that employee misconduct could occur. It is not always possible to deter or prevent
employee misconduct, and the precautions we take to prevent and detect this activity may not be effective in all cases.
Any financial liability for which we have not adequately maintained reserves or insurance coverage, and/or any
damage to our reputation from such claims and legal actions, could have a material adverse effect on us.

Damage to our reputation could significantly harm our businesses.

Our ability to attract and retain customers, clients, investors and highly-skilled management and employees is
impacted by our reputation. Public perception of the financial services industry declined since the recent downturn in
the U.S. economy. We continue to face increased public and regulatory scrutiny resulting from the financial crisis and
economic downturn. Significant harm to our reputation can also arise from other sources, including employee
misconduct, actual or perceived unethical behavior, litigation or regulatory outcomes, failing to deliver minimum or
required standards of service and quality, compliance failures, disclosure of confidential information, and the activities
of our clients, customers and counterparties, including vendors. Actions by the financial services industry generally or
by certain members or individuals in the industry can also significantly adversely affect our reputation. We could also
suffer significant reputational harm if we fail to properly identify and manage potential conflicts of interest. The actual
or perceived failure to adequately address conflicts of interest could affect the willingness of clients to deal with us,
which could adversely affect our businesses. Our actual or perceived failure to address these and other issues gives
rise to reputational risk that could cause significant harm to us and our business prospects, and may have a material
adverse effect on us.

Our recent results may not be indicative of our future results.

We may not be able to sustain our historical rate of growth or may not even be able to grow our business at all. In
addition, our recent growth may distort some of our historical financial ratios and statistics. Various factors, such as
economic conditions, regulatory and legislative considerations and competition, may also impede our ability to
expand our market presence. If we experience a significant decrease in our historical rate of growth, our results of
operations and financial condition may be adversely affected due to a high percentage of our operating costs being
fixed expenses.
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Risks Associated With Our Industry

Our business has been and may continue to be adversely affected by conditions in the financial markets and economic
conditions generally.

Negative developments in 2008 and 2009 in the financial services industry have resulted in uncertainty in the financial
markets in general and a related general economic downturn, which have continued into 2013. In addition, as a
consequence of the recent U.S. recession, businesses across a wide range of industries have faced serious difficulties
due to the decrease in consumer spending, reduced consumer confidence brought on by deflated home values, among
other things, and reduced liquidity in the credit markets. Unemployment also increased significantly over the past
several years.

As a result of these financial and economic crises, many lending institutions, including us, have experienced in recent
years declines in the performance of their loans, including construction, land development and land loans, commercial
real estate loans and other commercial and consumer loans (see “Credit Risk Management and Allowance for Loan
Losses” in ITEM 7: Management’s Discussion and Analysis of Financial Condition and Results of Operations in the
Company’s 2012 Annual Report on Form 10-K). Moreover, competition among depository institutions for core
deposits and quality loans has increased significantly. In addition, the values of real estate collateral supporting many
commercial loans and home mortgages have declined and may continue to decline. BHC stock prices have been
negatively affected, and the ability of banks and BHCs to raise capital or borrow in the debt markets has been more
difficult compared to years prior to the economic downturn. As a result, bank regulatory agencies have been and are
expected to continue to be very aggressive in responding to concerns and trends identified in examinations, including
the issuance of formal or informal enforcement actions or orders. New legislation responding to these developments
may negatively impact us by restricting our business operations, including our ability to originate or sell loans, and
adversely impact our financial performance or our stock price.

In addition, further negative market developments may affect consumer confidence levels and may cause adverse
changes in payment patterns, causing increases in delinquencies and default rates, which may impact our charge-offs
and provision for credit losses. A worsening of these conditions would likely exacerbate the adverse effects of these
difficult market conditions on us and others in the financial services industry.

Overall, during the past four years, the general business environment has had an adverse effect on our business, and
there can be no assurance that the environment will improve in the near term. Until conditions improve, we expect our
business, financial condition and results of operations to be adversely affected.

The downgrade of the U.S. credit rating and Europe’s debt crisis could have a material adverse effect on our business,
financial condition and liquidity.

Standard & Poor’s lowered its long term sovereign credit rating on the United States of America from AAA to AA+ on
August 5, 2011. A further downgrade or a downgrade by other rating agencies could have a material adverse impact
on financial markets and economic conditions in the United States and worldwide. Any such adverse impact could
have a material adverse effect on our liquidity, financial condition and results of operations. Many of our investment
securities are issued by U.S. government agencies and U.S. government sponsored entities. In addition, the possibility
that certain European Union (“EU”) member states will default on their debt obligations has negatively impacted
economic conditions and global markets. The continued uncertainty over the outcome of international and the EU’s
financial support programs and the possibility that other EU member states may experience similar financial troubles
could further disrupt global markets. The negative impact on economic conditions and global markets could also have
a material adverse effect on our liquidity, financial condition and results of operations.

We operate in a highly regulated environment and may be adversely affected by changes in law and regulations.
Bank holding companies and nationally chartered banks operate in a highly regulated environment and are subject to
supervision and examination by various regulatory agencies. The Company is subject to the BHC Act, as amended,
and to regulation and supervision by the Federal Reserve Board. The Bank is subject to
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regulation and supervision by the OCC. The cost of compliance with regulatory requirements may adversely affect our
results of operations or financial condition. Federal and state laws and regulations govern numerous matters including:
changes in the ownership or control of banks and bank holding companies; maintenance of adequate capital and the
financial condition of a financial institution; permissible types, amounts and terms of extensions of credit and
investments; permissible non-banking activities; the required level of reserves against deposits; and restrictions on
dividend payments. The OCC possesses cease and desist powers to prevent or remedy unsafe or unsound practices or
violations of law by banks subject to their regulation, and the Federal Reserve Board possesses similar powers with
respect to bank holding companies. These and other restrictions limit the manner in which we may conduct our
business and obtain financing. Under regulatory capital adequacy guidelines and other regulatory requirements, we
must meet guidelines that include quantitative measures of assets, liabilities, and certain off-balance sheet items,
subject to qualitative judgments by regulators about components, risk weightings and other factors. If we fail to meet
these minimum capital guidelines and other regulatory requirements, our financial condition would be materially and
adversely affected. Our failure to maintain the status of “well-capitalized” under our regulatory framework could affect
the confidence of our customers in us, thus compromising our competitive position, or could cause our regulators to
take corrective or other supervisory action.

The Dodd-Frank Act created a new Consumer Financial Protection Bureau, tightened capital standards and will
continue to result in new laws and regulations that are expected to increase our costs of operations.

The Dodd-Frank Act is significantly changing the current bank regulatory structure and affecting the lending, deposit,
investment, trading and operating activities of financial institutions and their holding companies. The Dodd-Frank Act
requires various federal agencies to adopt a broad range of new rules and regulations, and to prepare numerous studies
and reports for Congress. The federal agencies are given significant discretion in drafting the implementing rules and
regulations, and consequently, many of the details and the impacts of the Dodd-Frank Act may not be known for many
months or years. However, it is expected that the legislation and implementing regulations may materially increase
our operating and compliance costs.

The Dodd-Frank Act created a new Consumer Financial Protection Bureau with broad powers to supervise and
enforce consumer protection laws. The CFPB has broad rule-making authority for a wide range of consumer
protection matters that apply to all banks and savings institutions, including the authority to prohibit “unfair, deceptive
or abusive” acts and practices. The CFPB’s authority to prescribe rules governing the provision of consumer financial
products and services could result in rules and regulations that reduce the profitability of such products or services, or
impose new disclosure or substantive requirements on us that could increase the cost to us of providing such products
and services. The Dodd-Frank Act also weakens the federal preemption rules that have been applicable to national
banks and federal savings associations, and gives state attorneys general the ability to enforce federal consumer
protection laws, which could increase our operating costs.

Effective July 21, 2011, the Dodd-Frank Act eliminated the federal prohibitions on paying interest on demand
deposits, thus allowing businesses to have interest bearing checking accounts, which could result in an increase in our
interest expense.

The Dodd-Frank Act also broadens the base for FDIC deposit insurance assessments. Assessments are now based on
the average consolidated total assets less tangible equity capital of a financial institution, rather than deposits. The
Dodd-Frank Act also permanently increases the maximum amount of deposit insurance for banks, savings institutions
and credit unions to $250,000 per depositor, retroactive to January 1, 2009. The legislation also increases the required
minimum reserve ratio for the Deposit Insurance Fund, from 1.15% to 1.35% of insured deposits, but directs the FDIC
to offset the effects of increased assessments on depository institutions, such as the Bank, with less than $10 billion in
assets. Any increase in our deposit insurance premiums will result in an increase in our non-interest expense.

The Dodd-Frank Act requires publicly traded companies to give stockholders a non-binding vote on executive
compensation and so-called “golden parachute” payments. It also provides that the listing standards of the national
securities exchanges shall require listed companies to implement and disclose “clawback” policies mandating the
recovery of incentive compensation paid to executive officers in
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connection with accounting restatements. The legislation also directs the Federal Reserve Board to promulgate rules
prohibiting excessive compensation paid to bank holding company executives. These rules could adversely affect our
ability to hire and retain qualified management, which could have an adverse effect on our business.

The short-term and long-term impact of changing regulatory capital requirements and anticipated new capital rules are
uncertain.

On June 7, 2012, the Federal Reserve Board issued proposed rules that would substantially amend the regulatory
risk-based capital rules applicable to us. The proposed rules implement the Basel III regulatory capital reforms and
changes required by the Dodd-Frank Act. Basel III was initially intended to be implemented beginning January 1,
2013, however on November 9, 2012, the U.S. federal banking agencies announced that the proposed rules would not
become effective on January 1, 2013, and it is not clear when the proposed rules will become effective.

Various provisions of the Dodd-Frank Act increase the capital requirements of financial institutions. The proposed
rules include new minimum risk-based capital and leverage ratios, which would be phased in during 2013 and 2014,
and would refine the definition of what constitutes “capital” for purposes of calculating these ratios. The proposed new
minimum capital requirements would be:

& new common equity Tier 1 capital ratio of 4.5%;

a Tier 1 capital ratio of 6% (increased from 4%);

a total capital ratio of 8% (unchanged from current rules); and

a Tier 1 leverage ratio of 4% for all institutions.

The proposed rules would also establish a “capital conservation buffer” of 2.5% above the new regulatory minimum
capital ratios, and would result in the following minimum ratios:

& common equity Tier 1 capital ratio of 7.0%,

a Tier 1 capital ratio of 8.5%, and

a total capital ratio of 10.5%.

The new capital conservation buffer requirement would be phased in beginning in January 2016 at 0.625% of
risk-weighted assets and would increase each year until fully implemented in January 2019. An institution would be
subject to limitations on paying dividends, engaging in share repurchases, and paying discretionary bonuses if its
capital level falls below the buffer amount. These limitations would establish a maximum percentage of eligible
retained income that could be utilized for such actions. While the proposed Basel III changes and other regulatory
capital requirements will result in higher regulatory capital standards, it is difficult at this time to predict when or how
any new standards will ultimately be applied. In addition, in the current economic and regulatory environment, bank
regulators may impose capital requirements that are more stringent than those required by applicable existing
regulations.

The application of more stringent capital requirements could, among other things, result in lower returns on equity,
require the raising of additional capital, and result in adverse regulatory actions if we were to be unable to comply
with such requirements. Furthermore, the imposition of liquidity requirements in connection with the implementation
of Basel III could result in our having to lengthen the term of our funding, restructure our business models, and/or
increase our holdings of liquid assets. Implementation of changes to asset risk weightings for risk based capital
calculations, items included or deducted in calculating regulatory capital or additional capital conservation buffers,
could result in management modifying our business strategy and could limit our ability to make distributions,
including paying dividends or buying back our shares.

Significant competition in the financial services industry may impact our results.

We face substantial competition in all areas of our operations from a variety of different competitors, many of which
are larger and have more financial resources than we do. We compete with other providers of financial services such
as commercial and savings banks, savings and loan associations, credit unions, money market and mutual funds,
mortgage companies, asset managers, insurance companies and a wide array of other local, regional and national
institutions which offer financial services. Mergers between financial institutions within Maine and in neighboring
states have added competitive pressure. If we are unable to compete effectively, we will lose market share and our
income generated from loans, deposits, and other financial products will decline.
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Risks Associated With Our Common Stock

There may not be a robust trading market for the common stock.

Although our common stock is traded on the NASDAQ Global Select market, the trading volume of the common
stock has historically not been substantial. For the year ended December 31, 2012, the average monthly trading
volume of our common stock was 336,734 shares, or approximately 3.42% of the average number of outstanding
common shares for the year. Due to the limited trading volume in our common stock, the intraday spread between bid
and ask prices of the shares can be quite high. There can be no assurance that a more robust, active or economical
trading market for our common stock will develop. The market value and liquidity of our common stock may, as a
result, be adversely affected.

The price of our common stock may fluctuate.

The price of our common stock on the NASDAQ Global Select Market constantly changes and recently, given the
uncertainty in the financial markets, has fluctuated widely. We expect the market price of our common stock will
continue to fluctuate. Holders of our common stock will be subject to the risk of volatility and changes in prices. Our
common stock price can fluctuate as a result of many factors which are beyond our control, including:

quarterly fluctuations in our operating and financial results;

operating results that vary from the expectations of Management and investors;

changes in expectations as to our future financial performance, including financial estimates;

events negatively impacting the financial services industry which result in a general decline for the industry;
announcements of material developments affecting our operations or our dividend policy;

future sales of our equity securities;

new laws or regulations or new interpretations of existing laws or regulations applicable to our business;

changes in accounting standards, policies, guidance, interpretations or principles; and

eeneral domestic economic and market conditions.

In addition, recently the stock market generally has experienced extreme price and volume fluctuations, and industry
factors and general economic and political conditions and events, such as economic slowdowns or recessions, interest
rate changes or credit loss trends, could also cause our stock price to decrease regardless of our operating results.

The inability to receive dividends from the Bank would negatively affect our ability to pay dividends to shareholders.
The Company is a legal entity separate and distinct from the Bank. With the exception of cash raised from debt and
equity issuances, we receive substantially all of our cash flow from dividends from the Bank. These dividends are the
principal source of funds to pay dividends on our equity securities. Federal banking law and regulations limit the
amount of dividends that the Bank can pay. For further information on the regulatory restrictions on the payment of
dividends by the Bank, see “Supervision and Regulation” in Item 1 in the Company's 2012 Annual Report on Form
10-k. In the event the Bank is unable to pay dividends to the Company, we may not be able to service debt, pay
obligations or pay dividends on our equity securities. Our right to participate in a distribution of assets upon a
subsidiary’s liquidation or reorganization is subject to the prior claims of the subsidiary’s creditors.

If we do not manage our capital position strategically, our return on equity could be lower compared to our
competitors as a result of our high level of capital.

If we are unable to use strategically our excess capital, or to successfully continue capital management programs, such
as stock repurchase programs or quarterly dividends to our shareholders, then our goal of generating a return on
average equity that is competitive, increasing earnings per share and book value per share without assuming undue
risk, could be delayed or may not be attained. Failure to achieve a
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competitive return on average equity might decrease investments in our common stock and might cause our common
stock to trade at lower prices.
We may issue additional equity securities or engage in other transactions which dilute our book value or affect the
priority of the common stock, which may adversely affect the market price of our common stock.
Our Board of Directors may determine from time to time that we need to raise additional capital by issuing additional
shares of our common stock or other securities. Except pursuant to the rules of the NASDAQ Stock Market, we are
not restricted from issuing additional shares of common stock, including securities that are convertible into or
exchangeable for, or that represent the right to receive, common stock. Because our decision to issue securities in any
future offering will depend on market conditions and other factors beyond our control, we cannot predict or estimate
the amount, timing or nature of any future offerings, or the prices at which such offerings may be affected. Such
offerings could be dilutive to common shareholders or reduce the market price of our common stock. Holders of our
common stock are not entitled to preemptive rights or protection against dilution. New investors also may have rights,
preferences and privileges that are senior to, and that adversely affect, our then current common shareholders. We may
attempt to increase our capital resources or, if our or the Bank’s capital ratios fall below the required minimums, we
could be forced to raise additional capital, by making offerings of debt or preferred equity securities, including
medium-term notes, trust preferred securities, senior or subordinated notes and preferred stock. Upon liquidation,
holders of our shares of preferred stock and lenders with respect to other borrowings will receive distributions of our
available assets prior to the holders of our common stock. Our Board of Directors is authorized to issue one or more
series of preferred stock from time to time without any action on the part of our shareholders. Our Board of Directors
also has the power, without shareholder approval, to set the terms of any such series of preferred stock that may be
issued, including voting rights, dividend rights and preferences over our common stock with respect to dividends or
upon our dissolution, winding-up and liquidation and other terms. If we issue preferred stock in the future that has a
preference over our common stock with respect to the payment of dividends or upon our liquidation, dissolution or
winding up, or if we issue preferred stock with voting rights that dilute the voting power of our common stock, the
rights of holders of our common stock or the market price of our common stock could be adversely affected.
Potential acquisitions may disrupt our business and dilute shareholder value.
Acquiring other banks, businesses, or branches involves various risks commonly associated with acquisitions,
including:

potential exposure to unknown or contingent liabilities of the

target;
exposure to potential asset quality issues of the target;
difficulty and expense of integrating the operations and personnel of the target;
potential disruption to our business;
potential diversion of Management’s time and attention;
the possible loss of key employees and customers of the target;
difficulty in estimating the value of the assets and liabilities of the target;
potential changes in banking or tax laws or regulations that may affect the target.
Merger or acquisition discussions and, in some cases, negotiations may take place and future mergers or acquisitions
involving cash, debt or equity securities may occur at any time. Acquisitions typically involve the payment of a
premium over book and market values, and, therefore, some dilution of our tangible book value and net income per
common share may occur in connection with any future transaction. Furthermore, failure to realize the expected
revenue increases, cost savings, increases in geographic or product presence, and/or other projected benefits from an
acquisition could have a material adverse effect on us.

Our participation in the TARP Capital Purchase Program may depress the market value of our common stock.
On January 9, 2009, the Company issued $25 million of CPP Shares. The CPP Shares call for cumulative dividends at

a rate of 5.0% per year for the first five years, and at a rate of 9.0% per year in following years.
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On August 24, 2011, the Company repurchased $12.5 million of the CPP Shares, and after the repurchase, $12.5
million of the CPP shares remains outstanding. The Company may redeem the remaining CPP Shares at any time
using any funds available, subject to the prior approval of the Federal Reserve Bank of Boston.

During the time that Treasury holds any equity or debt instrument the Company issued, the Company is required to
comply with certain restrictions relating to the compensation of the Company’s chief executive officer, chief financial
officer and three other most highly compensated executive officers. Additional restrictions with regard to increasing
shareholder dividends and repurchase of Company stock were in place for the first three years of participation in the
program and were lifted on January 9, 2012. The Company’s earnings may be adversely impacted if the remaining
$12.5 million of CPP Shares is not repaid before January 9, 2014, at which time the annual dividend rate on the CPP
Shares increases from 5.0% to 9.0%. This in turn, may impact the price of the Company’s shares.

We have broad discretion in how we may use the proceeds of this offering.

We expect to receive net proceeds from this offering of approximately $10 million, after deducting underwriting
discounts and commissions and estimated expenses payable by us. Subject to receipt of approval by the Federal
Reserve Bank of Boston, we intend to use the net proceeds from this offering to repurchase the remaining portion of
the CPP Shares from the U.S. Treasury. We have broad discretion, however, to use net proceeds for general corporate
purposes: to bolster our capital ratios, support our organic growth and strengthen our liquidity position, or to better
position us for business opportunities in our market areas. Moreover, the net proceeds may be applied in ways with
which some of our shareholders may not agree or may be used for corporate purposes that may not increase our
market value or make us more profitable.
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CAPITAL STOCK AND DIVIDENDS

As of December 31, 2012, the Company’s securities consisted of one class of common stock, one class of preferred
stock, and warrants to purchase common stock. At that date, there were 9,859,914 shares of common stock
outstanding. In addition, there were 12,500 shares of cumulative perpetual preferred stock outstanding with a
preference value of $1,000 per share, all of which were issued to the U.S. Treasury under its Capital Purchase
Program. Incident to the issuance of the CPP Shares, the Company issued to the U.S. Treasury warrants to purchase
up to 225,904 shares of the Company’s common stock at a price per share of $16.60 (the “Warrants”).

The common stock and preferred stock of the Bank are the principal assets of the Company, which has no other
subsidiaries. The Bank’s capital stock consists of one class of common stock of which 120,000 shares, par value $2.50
per share, are authorized and outstanding, and one class of non-cumulative perpetual preferred stock, $1,000
preference value, of which 12,500 shares are authorized and outstanding. All of the Bank’s common stock and

preferred stock is owned by the Company.

The following table sets forth our audited consolidated capitalization as of December 31, 2012, and as adjusted to give
effect to the issuance of the Common Shares offered by this prospectus supplement and the impact of the potential
subsequent repurchase of the remaining $12.5 million of CPP Shares issued to the U.S. Treasury under the Capital
Purchase Program. You should read the following table with the consolidated financial statements and the related
notes included in our Annual Report on Form 10-K for the year ended December 31, 2012, which is incorporated by
reference in this prospectus supplement and the accompanying prospectus.

Dollars in thousands

Series A preferred stock

Common stock

Additional paid-in capital

Retained earnings

Accumulated other comprehensive income
Total stockholders’ equity

Regulatory Capital Ratios

Leverage capital ratio

Tier 1 risk-based capital ratio

Total risk-based capital ratio

Actual After Common
as of December Stock Issuance!
31,2012

$12,402 $12,402

98 104

46,314 56,308

89,692 89,692

7,817 7,817
$156,323 $166,323

8.46 %9.18

14.80 % 16.06

16.05 %17.31

After Preferred
Stock
Repurchase
$—

104

56,308

89,692

7,817
$153,921

% 8.28 %o
%14.50 %o
%15.75 %o

| Assumes that the net proceeds are approximately $10.0 million after deducting underwriting discounts and our

estimated expenses.
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The common stock of the Company (ticker symbol FNLC) trades on the NASDAQ Global Select Market System. As
of December 31, 2012, there were 9,859,914 shares outstanding and held of record by approximately 3,547
shareholders. The following table reflects the high and low prices of actual sales in each quarter of 2012 and 2011.
Such quotations do not reflect retail mark-ups, mark-downs or brokers’ commissions.

2012 2011

High Low High Low
1st Quarter $16.38 $14.00 $15.95 $13.40
2nd Quarter 17.44 13.41 15.96 13.79
3rd Quarter 18.96 16.02 15.30 11.69
4th Quarter 18.14 14.32 15.95 11.75

The foregoing table shows only historical comparisons. These comparisons may not provide meaningful information
to you in determining whether to purchase Common Shares. You are urged to obtain current market quotations for our
Common Shares and to review carefully the other information contained in or incorporated by reference into this
prospectus supplement and the accompanying prospectus.

The ability of the Company to pay cash dividends depends on receipt of dividends from the Bank. Dividends may be
declared by the Bank out of its net profits as the directors deem appropriate, subject to the limitation that the total of
all dividends declared by the Bank in any calendar year may not exceed the total of its net profits of that year plus
retained net profits of the preceding two years. The amount available for dividends in 2013 will be that year’s net
income plus $6.8 million. The payment of dividends from the Bank to the Company may be additionally restricted if
the payment of such dividends resulted in the Bank failing to meet regulatory capital requirements. The table below
sets forth the cash dividends declared in the last two full fiscal years:

Date Declared Amount Per Share Date Payable
March 17, 2011 $0.195 April 29, 2011
June 15, 2011 $0.195 July 29, 2011
September 15, 2011 $0.195 October 28, 2011
December 15, 2011 $0.195 January 31, 2012
March 15, 2012 $0.195 April 30, 2012
June 20, 2012 $0.195 July 31, 2012
September 20, 2012 $0.195 October 31, 2012
December 20, 2012 $0.195 January 31, 2013
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ERISA CONSIDERATIONS

A fiduciary of a pension, profit-sharing or other employee benefit plan governed by the Employee Retirement Income
Security Act of 1974, as amended (“ERISA”), should consider the fiduciary standards of ERISA in the context of the
ERISA plan’s particular circumstances before authorizing an investment in the Common Shares. Among other factors,
the fiduciary should consider whether such an investment is in accordance with the documents governing the ERISA
plan and whether the investment is appropriate for the ERISA plan in view of its overall investment policy and
diversification of its portfolio.

Certain provisions of ERISA and the Code prohibit employee benefit plans (as defined in Section 3(3) of ERISA) that
are subject to Title I of ERISA, plans described in Section 4975(e)(1) of the Code (including, without limitation,
retirement accounts and Keogh Plans), and entities whose underlying assets include plan assets by reason of a plan’s
investment in such entities (including, without limitation, as applicable, insurance company general accounts), from
engaging in certain transactions (each a “prohibited transaction”) involving “plan assets” with parties that are “parties in
interest” under ERISA or “disqualified persons” under the Code with respect to the plan or entity. A violation of these
prohibited transaction rules may result in civil penalties or other liabilities under ERISA and/or an excise tax under
Section 4975 of the Code for those persons, unless exemptive relief is available under an applicable statutory,
regulatory or administrative exemption. Certain plans including those that are governmental plans (as defined in
Section 3(32) of ERISA), certain church plans (as defined in Section 3(33) of ERISA and Section 414(e) of the Code
with respect to which the election provided by Section 410(d) of the Code has not been made), and foreign plans (as
described in Section 4(b)(4) of ERISA) are not subject to the requirements of ERISA or Section 4975 of the Code but
may be subject to similar provisions under applicable federal, state, local, foreign or other regulations, rules or laws.
Any employee benefit plan or other entity, to which such provisions of ERISA, the Code or similar law apply,
proposing to acquire the Common Shares should consult with its legal counsel.

We, directly or through our affiliates, may be considered a “party in interest” or a “disqualified person” as to a large
number of plans. A purchase of Common Shares by any such plan may constitute or result in a prohibited transaction
between the plan and us. Accordingly, Common Shares may not be purchased, held or disposed of by any such plan or
any other person investing “plan assets” of any such plan that is subject to the prohibited transaction rules of ERISA or
Section 4975 of the Code or other similar law, unless (1) such purchase, holding or disposition is eligible for the
exemptive relief available under a Prohibited Transaction Class Exemption (“PTCE”) such as PTCE 96-23, PTCE
95-60, PTCE 91-38, PTCE 90-1 or PTCE 84-14 issued by the U.S. Department of Labor or there is some other basis
on which the purchase, holding or disposition of Common Shares is not prohibited, such as the exemption under
Section 408(b)(17) of ERISA and Section 4975(d)(20) of the Code; or (2) the requirements of U.S. Department of
Labor Regulation (“DOL Regulation”) Section 2550.401c-1 regarding insurance company general accounts are satisfied
so that the Common Shares held by the purchaser do not constitute plan assets.

Any purchaser of the Common Shares or any interest therein will be deemed to have represented and warranted on
each day including the date of its purchase of the Common Shares through and including the date of disposition of
such Common Shares that either:

no portion of the assets used by such purchaser to acquire and hold the Common Shares constitutes assets of any
employee benefits plan or similar arrangement; or

the purchase, holding and disposition of the Common Shares by such purchaser will not constitute a nonexempt
prohibited transaction under Section 406 of ERISA or Section 4975 of the Code, or a violation under any applicable
similar laws, and neither we, the underwriter, nor any of our affiliates is acting as a fiduciary (within the meaning of
Section 3(21) of ERISA) in connection with the purchase, holding or disposition of our Common Shares and has not
provided any advice
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that has formed or may form a basis for any investment decision concerning the purchase, holding or disposition of
our Common Shares; or
the purchaser or holder has satisfied the requirements of DOL Regulation Section 2550.401c-1 such that the
Common Shares held by the purchaser or holder do not constitute “plan assets.”
Any party who purchases, holds or disposes of our Common Shares or any interest therein on behalf of any
governmental plan, church plan, or foreign plan will be deemed to have represented and warranted by its purchase,
holding or disposition of our Common Shares or any interest therein that such purchase, holding or disposition does
not violate any applicable similar laws.

Due to the complexity of these rules and the penalties imposed upon persons involved in prohibited transactions, it is

important that any person considering the purchase of the Common Shares with plan assets consult with its counsel
regarding the consequences under ERISA and the Code, or other similar law, of the acquisition and ownership of
Common Shares and the availability of exemptive relief under the class exemptions listed above.

Page S-27

33



Edgar Filing: First Bancorp, Inc /ME/ - Form 424B5

UNDERWRITING

We are offering the Common Shares described in this prospectus supplement and the accompanying prospectus
through Keefe, Bruyette & Woods, Inc. Keefe, Bruyette & Woods is acting as sole underwriter (the “Underwriter”), and
we have entered into an underwriting agreement with the Underwriter, dated March 25, 2013 (the “Underwriting
Agreement”). Subject to the terms and conditions of the Underwriting Agreement, the Underwriter has agreed to
purchase the number of Common Shares set forth on the cover of this prospectus supplement.

Our Common Shares are offered subject to a number of conditions, including receipt and acceptance of the Common
Shares by the Underwriter. In connection with this offering, the Underwriter may distribute documents to investors
electronically.

Commissions and Discounts

Common Shares sold by the Underwriter to the public will be offered initially at the public offering price set forth on
the cover of this prospectus supplement. The maximum compensation to be received by the Underwriter will not
exceed 5.75% of the aggregate offering proceeds.

The following table shows the per share and total underwriting discounts and commissions we will pay to the
Underwriter, assuming both no exercise and full exercise of the Underwriter’s over-allotment option to purchase an
additional 99,231 shares of common stock:

No Exercise Full Exercise
Per Share $0.934375 $0.934375
Total $618,126.44 $710,845.40

We estimate that the total expenses of this offering payable by us, not including the underwriting discounts and

commissions but including our reimbursement of certain expenses of the Underwriter, will be approximately
$150,000.

Over-Allotment Option

We granted the Underwriter an option to buy up to 99,231 additional Common Shares at the public offering price, less
underwriting discounts and commissions, for the purpose of covering over-allotments, if any, made in connection with
this offering. The Underwriter has 30 days from the date of this prospectus supplement to exercise this option in
whole or in part.

No Sales of Similar Securities

We and our executive officers and directors have entered into lock-up agreements with the Underwriter. Under these
agreements, we and each of these persons may not, without the prior written approval of the Underwriter, subject to
limited exceptions, (1) offer, pledge, sell, contract to sell, sell any option or contract to purchase, purchase any option
or contract to sell, grant any option, right or warrant for the sale of, or otherwise dispose of or transfer any Common
Shares or any securities convertible into or exchangeable or exercisable for our Common Shares, whether now owned
or hereafter acquired or with respect to which such person has or hereafter acquires the power of disposition, or file
any registration statement under the Securities Act, with respect to any of the foregoing or (ii) enter into any swap or
any other agreement or any transaction that transfers, in whole or in part, directly or indirectly, the economic
consequence of ownership of the Common Shares, whether any such swap or transaction is to be settled by delivery of
Common Shares or other securities, in cash or otherwise. These restrictions will be in effect for a period of 90 days
after the date of the Underwriting Agreement. At any time and without public notice, the Underwriter may, in its sole
discretion, release all or some of the securities from these lock-up agreements.
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The 90-day restricted period described above is subject to extension under limited circumstances. In the event that
either (1) during the period that begins on the date that is 15 calendar days plus 3 business days before the last day of
the 90-day restricted period and ends on the last day of the 90-day restricted period, we issue an earnings release or
material news or a material event relating to us occurs; or (2) prior to the expiration of the 90-day restricted period, we
announce that we will release earnings results during the 16-day period beginning on the last day of the 90-day
restricted period, then the restricted period will continue to apply until the expiration of the date that is 15 calendar
days plus 3 business days after the date on which the earnings release is issued or the material news or material event
relating to us occurs.

Indemnification and Contribution

We have agreed to indemnify the Underwriter and its affiliates, selling agents and controlling persons against certain
liabilities. If we are unable to provide this indemnification, we will contribute to the payments the Underwriter and its
affiliates, selling agents and controlling persons may be required to make in respect of those liabilities.

NASDAQ Global Select Market listing

Our Common Shares are listed on The NASDAQ Global Select Market under the symbol “FNLC.”

Price Stabilization and Short Positions

In connection with this offering, the Underwriter may engage in activities that stabilize, maintain or otherwise affect
the price of our Common Shares, including:

stabilizing transactions;

short sales; and

purchases to cover positions created by short sales.

Stabilizing transactions consist of bids or purchases made for the purpose of preventing or retarding a decline in the
market price of our Common Shares while this offering is in progress. These transactions may also include making
short sales of our Common Shares, which involve the sale by the Underwriter of a greater number of Common Shares
than it is required to purchase in this offering. Short sales may be “covered short sales,” which are short positions in an
amount not greater than the Underwriter’s over-allotment option referred to above, or may be “naked short sales,” which
are short positions in excess of that amount.

The Underwriter may close out any covered short position either by exercising its over-allotment option, in whole or
in part, or by purchasing shares in the open market. In making this determination, the Underwriter will consider,
among other things, the price of shares available for purchase in the open market compared to the price at which it
may purchase shares through the over-allotment option. The Underwriter must close out any naked short position by
purchasing shares in the open market. A naked short position is more likely to be created if the Underwriter is
concerned that there may be downward pressure on the price of the Common Shares in the open market that could
adversely affect investors who purchased in this offering.

As a result of these activities, the price of our Common Shares may be higher than the price that otherwise might exist
in the open market. If these activities are commenced, they may be discontinued by the Underwriter at any time
without notice. The Underwriter may carry out these transactions on the NASDAQ Global Select Market, in the
over-the-counter market or otherwise.

Passive Market Making

In connection with this offering, the Underwriter and selected dealers may engage in passive market making
transactions in our Common Shares on The NASDAQ Global Select Market in accordance with Rule 103 of
Regulation M under the Exchange Act during a period before the commencement of offers or
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sales of Common Shares and extending through the completion of the distribution of this offering. A passive market
maker must display its bid at a price not in excess of the highest independent bid of that security. However, if all
independent bids are lowered below the passive market maker’s bid, that bid must then be lowered when specified
purchase limits are exceeded. Passive market making may cause the price of our Common Shares to be higher than the
price that otherwise would exist in the open market in the absence of those transactions. The Underwriter and selected
dealers are not required to engage in a passive market making and may end passive market making activities at any
time.

Affiliations

The Underwriter and its affiliates may from time to time in the future perform services for us and engage in other
transactions with us.

LEGAL MATTERS

The legality of the securities offered hereby will be passed upon for us by the law firm of Pierce Atwood LLP. Certain
legal matters will be passed upon for the Underwriter by Nutter McClennen & Fish LLP.

EXPERTS

The financial statements incorporated in this prospectus supplement by reference to the Annual Report on Form 10-K
for the year ended December 31, 2012 have been so incorporated in reliance on the report of Berry Dunn McNeil &
Parker, LLC, independent registered public accounting firm, given on the authority of said firm as experts in auditing
and accounting.
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Prospectus

The First Bancorp, Inc.

$25,000,000
Common Stock Preferred Stock Warrants
Senior Debt Securities  Subordinated Debt Securities

We may offer and sell from time to time, in one or more series, up to $25,000,000 of the securities listed above in
connection with this prospectus.

This prospectus and applicable prospectus supplement may be used in the initial sale of the securities. In addition, we
or any affiliate controlled by us, may use this prospectus and applicable prospectus supplement in a market-making
transaction involving the securities after the initial sale. These transactions may be executed at negotiated prices that
are related to market prices at the time of purchase or sale, or at other prices. We and our affiliates may act as
principal or agent in these transactions.

This prospectus provides you with a general description of the securities that we may offer and sell from time to time.
Each time we sell securities we will provide a prospectus supplement that will contain specific information about the
terms of the securities and sale and may add to or update the information in this prospectus. You should read this
prospectus and any prospectus supplement carefully before you invest in our securities.

Our common stock is traded on the NASDAQ Global Select Market (“NASDAQ”) under the trading symbol “FNLC.” The
last reported sale price of the common stock on July 21, 2011 was $15.26 per share.

Investing in our securities involves risk. See “Risk Factors* beginning on page 5 to read about factors you should
consider before buying our securities.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION, NOR ANY BANK REGULATORY AGENCY,
NOR ANY STATE SECURITIES COMMISSION HAS APPROVED OR DISAPPROVED OF THESE
SECURITIES OR DETERMINED IF THIS PROSPECTUS IS TRUTHFUL OR COMPLETE. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

THESE SECURITIES ARE NOT SAVINGS ACCOUNTS, DEPOSIT ACCOUNTS OR OTHER OBLIGATIONS
OF A BANK, AND ARE NOT INSURED OR GUARANTEED BY THE FEDERAL DEPOSIT INSURANCE
CORPORATION OR ANY OTHER GOVERNMENTAL AGENCY.
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The date of this prospectus is July 22, 2011.

38



Edgar Filing: First Bancorp, Inc /ME/ - Form 424B5

TABLE OF CONTENTS

Prospectus Summary 1

Where You Can Find More Information 2
Forward-Looking Statements 4

Ratios of Earnings to Fixed Charges 5
Risk Factors 6

Supervision and Regulation 15
Description of the Securities 23
Description of Preferred Stock 24
Description of Common Stock 26
Description of Warrants 28

Description of Debt Securities 29

How We Plan to Offer and Sell the Securities 38
How We Intend to Use the Proceeds 40
Experts 40

Legal Matters 40

39



Edgar Filing: First Bancorp, Inc /ME/ - Form 424B5

PROSPECTUS SUMMARY

ABOUT THIS PROSPECTUS

Unless the context requires otherwise or this prospectus indicates otherwise, in this prospectus, we use the terms “we,”
“us,” “our,” “The First” and the “Company” to refer to The First Bancorp, Inc. and its subsidiary. The term “Bank” refers to ou
subsidiary, The First, N.A. This prospectus is part of a registration statement on Form S-3 that we filed with the
Securities and Exchange Commission, which we refer to as the “SEC”, using a “shelf” registration process. Under this
shelf registration process, we may sell, in one or more offerings, up to a total dollar amount of $25,000,000, any
combination of:

Preferred Stock

€Common stock

Warrants

Senior debt securities

Subordinated debt securities

We may provide a prospectus supplement containing specific information about the terms of a particular offering. The
prospectus supplement may add, update or change information in this prospectus. If the information in this prospectus
is inconsistent with a prospectus supplement, you should rely on the information in that prospectus supplement. You
should read both this prospectus and, if applicable, any prospectus supplement. See “Where You Can Find More
Information” for more information.

Our SEC registration statement containing this prospectus, including exhibits, provides additional information about

us and the securities offered under this prospectus. The registration statement can be read at the SEC’s website or at the
SEC’s offices. The SEC’s website and street addresses are provided under the heading “Where You Can Find More
Information.”

You should rely only on the information contained in or incorporated by reference in this prospectus or a supplement
to this prospectus. We have not authorized anyone to provide you with different information. This prospectus may
only be used where it is legal to sell the securities. You should not assume that information contained in this
prospectus, in any supplement to this prospectus, or in any document incorporated by reference is accurate as of any
date other than the date on the front page of the document that contains the information, regardless of when this
prospectus is delivered or when any sale of the securities occurs.

SUMMARY INFORMATION ABOUT THE FIRST BANCORP, INC.

We are a financial holding company organized under the laws of the State of Maine and registered under the Bank
Holding Company Act of 1956. We are committed to the delivery of financial services through our subsidiary, The
First, N.A. Founded in 1864, The First, N.A. is an independent community bank serving Mid-Coast and Down East
Maine with 14 offices in Lincoln, Knox, Hancock and Washington Counties. The Bank provides a full range of
consumer and commercial banking products and services. First Advisors, a division of The First, N.A., provides
investment advisory, private banking and trust services from two offices in Lincoln and Hancock Counties. As of
March 31, 2011, The First Bancorp, Inc. had:

*Consolidated assets of $1.43 billion

*Total deposits of $1.05 billion

*Total loans of $894.7 million

*Total shareholders’ equity of $151.5 million
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WHERE YOU CAN FIND MORE INFORMATION

This prospectus is part of a registration statement on Form S-3 that we filed with the SEC under the Securities Act of
1933, which we refer to as the “Securities Act”. We are not making an offer to sell these securities in any jurisdiction
where the offer or sale is not permitted. You should assume that the information appearing in this prospectus is
accurate as of the date of this prospectus only. Our business, financial condition and results of operations may have
changed since that date. The registration statement, including the attached exhibits, contains additional relevant
information about us and the securities offered by this prospectus. SEC rules and regulations allow us to omit certain
information included in the registration statement from this prospectus. You can obtain a copy of the registration
statement from the SEC at the address provided below or on the SEC’s website (http://www.sec.gov).

We also file annual, quarterly and current reports, proxy statements and other information with the SEC. Our SEC
filings are available to the public at the SEC’s website at http://www.sec.gov. Copies of certain information filed by us
with the SEC are also available on our website at http://www.thefirstbancorp.com. Our website is not a part of this
prospectus. You may also read and copy any document we file at the SEC’s public reference room, 100 F Street, N.E.,
Washington, D.C. 20549.

The SEC allows us to “incorporate by reference” into this registration statement information we file with it, which
means that we can disclose important information to you by referring you to other documents. The information
incorporated by reference is considered to be a part of this prospectus, and information that we file later with the SEC
will automatically update and supersede this incorporated information. In all cases, you should rely on the later
information over different information included in this prospectus. We incorporate by reference the documents listed
below and all future filings we make with the SEC under Sections 13(a), 13(c), 14 or 15(d) of the Securities Exchange
Act of 1934, which we refer to as the “Exchange Act”, prior to the termination of the offering, except to the extent that
information contained in such filings is deemed “furnished” in accordance with SEC rules:

The description of common stock contained in our Registration Statement on Form S-18, as filed with the SEC on
October 2, 1987,

Annual Report on Form 10-K for the year ended December 31, 2010, filed on March 11, 2011;

Quarterly Report on Form 10-Q for the quarter ended March 31, 2011, filed on May 9, 2011;

Quarterly Report on Form 10-Q for the quarter ended September 30, 2010, filed on November 8, 2010;

Quarterly Report on Form 10-Q for the quarter ended June 30, 2010, filed on August 5, 2010;

.Current Reports on Form 8-K, filed on July 20, 2011, June 15, 2011, May 2, 2011, April 28, 2011, April 20, 2011,
March 17, 2011, January 19, 2011 and December 16, 2010;

Portions of our Proxy Statement filed on March 11, 2011 that have been incorporated by reference into our Annual
Report on Form 10-K for the year ended December 31, 2010;

You should rely only on information contained or incorporated by reference in this prospectus. We have not
authorized any other person to provide you with different information. If anyone provides you with different or
inconsistent information, you should not rely on it. Any statement contained in a document incorporated by reference
in this prospectus shall be deemed to be modified or superseded for purposes of this prospectus to the extent that a
statement contained in this prospectus, or in any other document filed later that is also incorporated in this prospectus
by reference, modifies or supersedes the statement. Any statement so modified or superseded shall not be deemed to
constitute a part of this prospectus except as so modified or superseded. The information relating to us contained in
this prospectus should be read together with the information contained in any prospectus supplement and in the
documents incorporated in this prospectus and any prospectus supplement by reference. Upon written or oral request,
we will provide without charge a copy of any or all documents incorporated by reference herein, other than the
exhibits to those documents, unless the exhibits are specifically incorporated by reference into the information that
this prospectus incorporates. Written or oral requests for copies of this prospectus and documents we have
incorporated by reference should be directed to:
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F. Stephen Ward, Executive Vice President and Chief Financial Officer
The First Bancorp, Inc.
Post Office Box 940, Damariscotta, ME 04543 (207) 563-3195

Page 3
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FORWARD-LOOKING STATEMENTS

Certain statements contained in this prospectus, in any related prospectus supplement and in information incorporated
by reference into this prospectus and any related prospectus supplement that are not historical facts may contain

certain statements that may be considered forward-looking statements under the Private Securities Litigation Reform
Act of 1995. The Company may make written or oral forward-looking statements in other documents we file with the
SEC, in our annual reports to shareholders, in press releases and other written materials and in oral statements made

by our officers, directors or employees. You can identify forward-looking statements by the use of the words “believe,”
“expect,” “anticipate,” “intend,” “estimate,” “assume,” “will,” “should”, “may”, “might”, “could” and other expressions which
indicate future events or trends and which do not relate to historical matters. You should not rely on forward-looking
statements, because they involve known and unknown risks, uncertainties and other factors, some of which are beyond
the control of the Company. These risks, uncertainties and other factors may cause the actual results, performance or
achievements of the Company to be materially different from the anticipated future results, performance or
achievements expressed or implied by the forward-looking statements.

99 ¢

Some of the factors that might cause these differences include, but are not limited to, the following:

General, national, regional or local economic conditions which are less favorable than anticipated, including fears of
global recession, potential governmental defaults or restructurings of debt in the Euro Zone or elsewhere, and
continued sub-prime and credit issues, impacting the performance of the Company’s investment portfolio, quality of
credits or the overall demand for services.

€Changes in loan default and charge-off rates which could affect the allowance for loan losses.

Declines in the equity and financial markets which could result in impairment of goodwill.

Reductions in deposit levels could necessitate increased and/or higher cost borrowing to fund loans and investments.
Declines in mortgage loan refinancing, equity loan and line of credit activity which could reduce net interest and
non-interest income.

Changes in the domestic interest rate environment and inflation, as substantially all of the Company’s assets and
virtually all of its liabilities are monetary in nature.

€Changes in the carrying value of investment securities and other assets.

Further actions by the U.S. government and Treasury Department, similar to the Federal Home Loan Mortgage
Corporation conservatorship, which could have a negative impact on the Company’s investment portfolio and
earnings.

Misalignment of the Company’s interest-bearing assets and liabilities.

Increases in loan repayment rates affecting interest income and the value of mortgage servicing rights.

Changing business, banking, or regulatory conditions or policies, or new legislation or regulation affecting the
financial services industry, including, but not limited to, Dodd-Frank and regulations enacted under it, that could lead
to changes in the competitive balance among financial institutions, restrictions on bank activities, increased capital
requirements, changes in costs (including deposit insurance premiums), increased regulatory scrutiny, declines in
consumer confidence in depository institutions, or changes in the secondary market for bank loan and other products.
Changes in accounting rules, Federal and State laws, Internal Revenue Service regulations, and other regulations and
policies governing financial holding companies and their subsidiaries which may impact our ability to take
appropriate action to protect our financial interests in certain loan situations.

These forward-looking statements were based on information, plans and estimates at the date of this registration
statement, and we do not promise to update any forward-looking statements to reflect changes in underlying

assumptions or factors, new information, future events or other changes.
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RATIOS OF EARNINGS TO FIXED CHARGES

Our historical ratios of earnings to fixed charges and preferred stock dividends for the periods indicated are set forth in
the table below. As of March 31, 2011, we had 25,000 shares of preferred stock outstanding, all of which were issued
on January 9, 2009. No shares of our Series A Preferred Stock, or any other class of preferred stock, were outstanding
prior to January 9, 2009, and we did not pay preferred stock dividends during these prior periods. Consequently, the
ratios of earnings to fixed charges and preferred dividends are the same as the ratios of earnings to fixed charges for
the periods prior to January 9, 2009. The following table sets forth our consolidated ratios of earnings to fixed charges
for the periods presented:

For the years

In thousands of dollars 2011 2010 2009 2008 2007 2006
Ratios of earnings to fixed charges

Including interest on deposits? 1.98 1.86 1.85 1.58 1.46 1.51
Excluding interest on deposits? 3.47 291 2.98 2.81 2.78 3.15

a Net income $12,747  $12,116  $13,042 $14,034 $13,101 $12,295
b Income taxes 4,262 4,078 4,547 5,621 5,265 4,862

¢ Interest expense on deposits 10,394 10,297 11,872 23,000 29,745 25,804
d Interest expense on borrowings 4,810 6,374 7,044 10,669 10,140 7,785

e Rent expenses 152 198 225 203 197 188

f Dividends on preferred stock 1,923 1,923 1,635 - - -

I Information for 2011 is based on results for the three months ended March 31, 2011 that have been annualized to
provide a parallel comparison to previous years. Actual results for 2011 may vary based upon the Company’s
performance for the remainder of the year.

2 (a+b+c+d+e+h)/(c+d+e+f)

3 (a+b+d+e+f)/(d+e+f)
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RISK FACTORS

Before you invest in our securities, in addition to the risk factors set forth below and other information, documents or
reports included or incorporated by reference in this prospectus and, if applicable, any prospectus supplement, you
should carefully consider the risk factors in the section entitled “Risk Factors” in any prospectus supplement, as well as
our most recent Annual Report on Form 10-K, and in our Quarterly Reports on Form 10-Q filed subsequent to the
Annual Report on Form 10-K, which are incorporated by reference into this prospectus and any prospectus

supplement in their entirety, as the same may be amended, supplemented or superseded from time to time by other
reports we file with the SEC in the future. Each of the risks described in these sections and documents could

materially and adversely affect our business, financial condition, results of operations and prospects, and could result
in a partial or complete loss of your investment.

The Dodd-Frank Act and related regulations may adversely affect our business, financial condition, liquidity or results
of operations.

The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 (the “Act”) was enacted on July 21, 2010.
The Act creates a new Consumer Financial Protection Bureau with power to promulgate and enforce consumer
protection regulations. Smaller institutions, those with $10 billion or less in assets (such as the Company and the
Bank), will be subject to the Consumer Financial Protection Bureau’s rule-writing authority, and existing depository
institution regulatory agencies will retain examination and enforcement authority for such institutions. The Act also
establishes a Financial Stability Oversight Council chaired by the Secretary of the Treasury, with authority to identify
institutions and practices that might pose a systemic risk and, among other things, includes provisions affecting (1)
corporate governance and executive compensation of all companies whose securities are registered with the SEC, (2)
FDIC insurance assessments, (3) interchange fees for debit cards, which would be set by the Federal Reserve under a
restrictive “reasonable and proportional cost” per transaction standard, (4) minimum capital levels for bank holding
companies, subject to a grandfather clause for financial institutions (such as the Company) with less than $15 billion
in assets, (5) derivative and proprietary trading by financial institutions, and (6) the resolution of large financial
institutions crises.

Financial Stability — addresses the core purpose of the bill by creating a new oversight regulator, the Financial Stability
Oversight Council. This council of regulators will monitor the financial system for “systemic risk” and will determine
which entities pose significant systemic risk. Generally speaking, it will make recommendations to regulators for the
implementation of the increased risk standards, also known as prudential regulation, to be applied to bank holding
companies with total consolidated assets of $50 billion or more and to designated nonbanks. The Act grandfathers
trust preferred securities issued before May 19, 2010 by bank holding companies with less than $15 billion in total
assets.

Orderly Liquidation Authority —establishes a framework for the liquidation by the Federal Deposit Insurance
Corporation (“FDIC”) of large institutions that pose systemic risk. The Treasury supplies liquidity for the liquidation
that must be paid back in 60 months.

Enhancing Financial Institution Safety and Soundness — merges the Office of Thrift Supervision (“OTS”) into the Office
of the Comptroller of the Currency (“OCC”), the Bank’s primary regulator. The regulatory responsibilities of the OTS
will be spread among other regulators. The Federal Reserve will regulate savings and loan holding companies, the

OCC will regulate federal savings associations, and the FDIC will regulate state-chartered savings associations. The
transfer of functions is to occur on the date one year from the date of enactment but may be extended for up to

eighteen months from the date of enactment. The regulators are required to issue regulations for the entities that are
newly under their regulatory umbrella no later than the date of the transfer of the functions. Ninety days after the
transfer, the OTS will go out of existence and its employees will become employees of the OCC or the FDIC. For the

48



Edgar Filing: First Bancorp, Inc /ME/ - Form 424B5

Bank, a key provision in this title changes the assessment base for deposit insurance. Before, the base was domestic
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deposits less tangible equity. The new base will be average consolidated total assets minus average tangible equity.
The result is that larger financial institutions, which have more non-deposit liabilities, will pay a greater percentage of
the aggregate insurance assessment and smaller banks (such as the Bank) will pay less than they would have, perhaps
as much as $4.5 billion less over the next three years. Another key provision for the Bank is the permanent increase in
FDIC deposit insurance per depositor in the aggregate from $100,000 to $250,000, and the extension of the unlimited
deposit coverage for non-interest bearing transaction accounts for two years. HR 4173 increases the minimum reserve
ratio for the Deposit Insurance Fund from 1.15 percent to 1.35 percent, but exempts institutions (such as the Bank)
with assets of less than $10 billion from the cost of the increase.

Improvements to Regulation of Bank and Savings Association Holding Companies and Depository Institutions
—implements the so-called modified Volcker Rule. The rule limits the ability of certain banks and bank-related entities
to engage in proprietary trading or investing in hedge funds and private equity funds to 3 percent of the entity’s Tier 1
capital, among other restrictions. “Proprietary trading” is defined to include the purchase or sale of any security, any
derivative, any contract for the sale of a commodity for future delivery, or option on such instrument. The key
provisions in this title are a moratorium on deposit insurance applications for three years for new credit card banks,
industrial loan companies and trust banks owned by commercial companies, the expansion of the definition of affiliate
transactions to cover certain kinds of security transactions such as repurchase agreement, derivative transaction and
securities borrowing; and the codification of the source of strength doctrine, the long-time view of the Federal Reserve
that a holding company should serve as a source of financial strength for its subsidiary banks.

Regulation of Over-the-Counter Swaps Markets — imposes exchange trading for derivatives contracts and imposes new
capital and margin requirements and various reporting obligations on Over The Counter (“OTC”) swap dealers and
major OTC swap participants. For the Bank, the most important provision in this title levels the competitive playing
field by prohibiting the Federal Reserve or the FDIC from providing assistance to insured depository institutions
involved in the swaps markets, with certain exceptions.

Payment, Clearing, and Settlement Supervision — allows for a systemic approach to certain financial market payment,
payment, clearing and settlement systems. Designation of a large financial institution as “systemically important” will
require the vote of two-thirds of the members of the Financial Stability Oversight Council.

Investor Protections and Improvements to the Regulation of Securities — has a number of provisions intended to protect
investors, including for example: risk retention requirements for certain asset-backed securities; reforms to regulation
of credit rating agencies; establishing an Investor Advisory Committee and an Office of Investor Advocate, and
requiring the SEC to study whether a fiduciary duty standard of care for broker-dealers providing personalized
investment advice to a retail customer should be created. For the Company, the most important section of this Title
establishes a number of changes to corporate governance procedures for public companies that ultimately, and perhaps
quickly, will become the “best practices” (if not the expected practices) for all corporations large and small. The most
important of these are: proxy access requirements for shareholders; disclosures about the failure to separate the role of
the chair of board and chief executive officer; non-binding shareholder voting on executive compensation; the
establishment of an independent compensation committee; executive compensation disclosures and clawbacks. In
addition, the Federal Reserve is required to issue regulations regarding incentive-based pay practices within nine
months of the effective date of the Act; these regulations will apply to institutions (such as the Bank and the
Company) with more than $1 billion in assets.

Bureau of Consumer Financial Protection — the most important title in the Act for the Bank. It will alter in dramatic
fashion the way consumer credit is regulated, moving from the current framework of the federal regulation of
disclosure and the state law regulation of fairness and suitability, to an overall, nationwide federal suitability
framework. It establishes the Consumer Financial Protection Bureau (the “Bureau”), an independent entity housed
within the Federal Reserve, in order to provide a source of funding (initially $500 million) and gives the Bureau the
authority to prohibit practices that it finds to be “unfair,”
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“deceptive,” or “abusive” in addition to requiring certain disclosures. The words “unfair” and “deceptive” appear to reference
and incorporate similar words in the enabling legislation of the Federal Trade Commission and some state consumer
legislation. The “abusive” addition to this grant of regulatory scope is new and it is likely that defining the meaning of
this term in this context will produce additional regulation and litigation. The Bureau may also prohibit mandatory
consumer arbitration provisions and it will oversee mortgage reform. For the Bank, in addition to creation of the

Bureau, this Title also contains a number of other important provisions. It limits interchange fees for debit card
transactions (including those involved with certain prepaid card products) to an amount established as reasonable

under regulations to be issued by the Federal Reserve. Cards issued by banks with less than $10 billion in assets are
exempt from this requirement although this exemption has been criticized as being ineffective because small banks

may be forced by market dynamics to match the rates being offered by their larger competitors. The Bank has

estimated this provision will result in the loss of several hundred thousand dollars in revenue per year. Another key
change for the Bank is the Act’s treatment of preemption. Essentially, the Act will undo recent court decisions and

OCC guidance that expanded the application of preemption to subsidiaries of national banks. The standard for the
preemption of state law is to return to the one enunciated in a well-known court decision, Barnet Bank v. Nelson:
“irreconcilable conflict” and “stand as an obstacle to the accomplishment” of the purpose of the federal law. The Act also
codified the result in a recent U.S. Supreme Court decision that the visitorial powers provisions of the National Bank

Act do not limit the authority of state attorneys general to bring actions against national banks to enforce state

consumer protection laws.

Federal Reserve System Revisions — gives the Government Accountability Office authority to conduct a one-time audit
of the Federal Reserve’s emergency lending during the credit crisis and gives the GAO other auditing responsibilities
over the Federal Reserve. The title also tightens the conditions under which the Federal Reserve may provide
emergency assistance to institutions and authorizes the FDIC to guarantee debts of banks and bank holding

companies.

Improving Access to Mainstream Financial Institutions — is intended to provide alternatives to payday loans. This title
is intended to encourage low-and moderate-income individuals to create accounts in insured depository institutions
and it creates a program to provide low-cost loans of $2,500 or less.

Pay It Back Act — a largely technical section dealing with previous programs for emergency assistance to insured
financial institutions. It decreases the Troubled Asset Relief Program (“TARP”) funds authorized by under the
Emergency Economic Stabilization Act of 2008 from $700 billion to $475 billion.

Mortgage Reform and Anti-Predatory Lending Act — places new regulations on mortgage originators and imposes new
disclosure requirements and appraisal reforms, the most important of which are: the creation of a mortgage originator
duty of care, the establishment of certain underwriting requirements so that at the time of origination the consumer has
a reasonable ability to repay the loan; the creation of document requirements intended to eliminate “no document” and
“low document” loans, the prohibition of steering incentives for mortgage originators; a prohibition on yield spread
premiums, and prepayment penalties in many cases; and a provision that allows borrowers to assert as a foreclosure
defense a contention that the lender violated the anti-steering restrictions or the reasonable repayment requirements.

For the Bank, the key in the immediate future is watching the regulatory implementation of HR 4173. There are tens,
if not hundreds, of new regulatory initiatives arising from the Act. Although most should have little impact on the
Bank, some will be critical. The most critical ones for the Bank will be those concerning capital requirements and
consumer lending.

Recent negative developments in the financial services industry and U.S. and global credit markets may adversely
impact our operations and results.
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Negative developments between 2007 and 2010 in the capital markets, as well as concerns about defaults or
restructuring affecting government-issued debt in the Euro Zone, have resulted in uncertainty in the financial markets
in general with the expectation of the general economic downturn continuing in 2011 and
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perhaps beyond 2011. The impact of this situation, together with concerns regarding the financial strength of financial
institutions, has led to distress in credit markets and issues relating to liquidity among financial institutions. Some
financial institutions around the world and the United States have failed; others have been forced to seek acquisition
partners. Loan portfolio value has deteriorated at many institutions resulting from, amongst other factors, a weak
economy and a decline in the value of the collateral supporting their loans. The competition for our deposits has
increased significantly due to liquidity concerns at many of these same institutions. Stock prices of bank holding
companies, like ours, have been negatively affected by the current condition of the financial markets, as has our
ability, if needed, to raise capital or borrow in the debt markets compared to recent years. The United States and other
governments have taken unprecedented steps to try to stabilize the financial system, including investing in financial
institutions. Our business and our financial condition and results of operations could be adversely affected by (1)
continued or accelerated disruption and volatility in financial markets, (2) continued capital and liquidity concerns
regarding financial institutions generally and our counterparties specifically, (3) recessionary conditions that are
deeper or last longer than currently anticipated, or (4) new federal or state laws and regulations regarding lending and
funding practices and liquidity standards, and the likelihood that financial institution regulatory agencies will be very
aggressive in responding to concerns and trends identified in examinations, including the expected issuance of formal
enforcement actions. Negative developments in the financial services industry and the impact of new legislation and
regulation in response to those developments could negatively impact our operations by restricting our business
operations, including our ability to originate or sell loans, and adversely impact our financial performance.

There can be no assurance that the Emergency Economic Stabilization Act (“EESA”), the American Recovery and
Reinvestment Act of 2009, and other initiatives undertaken by the United States government to restore liquidity and
stability to the U.S. financial system will help stabilize and stimulate the U.S. financial system.

The purpose of these legislative and regulatory actions is to stabilize the U.S. banking system. The EESA and the
other regulatory initiatives described above may not have their desired effects. If the volatility in the markets
continues and economic conditions fail to improve or worsen, our business, financial condition and results of
operations could be materially and adversely affected. There can be no assurance regarding the actual impact that the
EESA or the American Recovery and Reinvestment Act of 2009, or other programs and other initiatives undertaken
by the U.S. government, will have on the financial markets; the extreme levels of volatility and limited credit
availability currently being experienced may persist. The failure of the EESA or other government programs to help
stabilize the financial markets and a continuation or worsening of current financial market conditions could have a
material adverse effect on the Company. In the event turmoil in the financial markets continues, we may experience a
material adverse effect from (1) continued or accelerated disruption and volatility in financial markets, (2) continued
capital and liquidity concerns regarding financial institutions generally and our transaction counterparties specifically,
(3) limitations resulting from further governmental action to stabilize or provide additional regulation of the financial
system, or (4) recessionary conditions that are deeper or last longer than currently anticipated.

The soundness of other financial services institutions may adversely affect our credit risk.

We rely on other financial services institutions through trading, clearing, counterparty, and other relationships. We
maintain limits and monitor concentration levels of our counterparties as specified in our internal policies. Our
reliance on other financial services institutions exposes us to credit risk in the event of default by these institutions or
counterparties. These losses could adversely affect our results of operations and financial condition.

Declines in value may adversely impact the investment portfolio.

As of December 31, 2010, we had $293.2 million and $107.4 million in available for sale and held to maturity

investment securities, respectively. We may be required to record impairment charges on our investment securities if
they suffer a decline in value that is considered other-than-temporary. Numerous
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factors, including lack of liquidity for re-sales of certain investment securities, absence of reliable pricing information
for investment securities, adverse changes in business climate, adverse actions by regulators, or unanticipated changes
in the competitive environment could have a negative effect on our investment portfolio in future periods. If an
impairment charge is significant enough it could affect the ability of the Bank to renew funding. This could have a
material adverse effect on our liquidity and the Bank’s ability to upstream dividends to the Company and for the
Company to then pay dividends to shareholders. It could also negatively impact our regulatory capital ratios and result
in our not being classified as “well-capitalized” for regulatory purposes.

Regulation.

Bank holding companies and nationally chartered banks operate in a highly regulated environment and are subject to
supervision and examination by various regulatory agencies. The Company is subject to the Bank Holding Company
Act of 1956, as amended, and to regulation and supervision by the Federal Reserve Board. The Bank is subject to
regulation and supervision by the Office of the Comptroller of the Currency, or the OCC. The cost of compliance with
regulatory requirements may adversely affect our results of operations or financial condition. Federal and state laws
and regulations govern numerous matters including: changes in the ownership or control of banks and bank holding
companies; maintenance of adequate capital and the financial condition of a financial institution; permissible types,
amounts and terms of extensions of credit and investments; permissible non-banking activities; the level of reserves
against deposits; and restrictions on dividend payments. The OCC possesses cease and desist powers to prevent or
remedy unsafe or unsound practices or violations of law by banks subject to their regulation, and the Federal Reserve
Board possesses similar powers with respect to bank holding companies. These and other restrictions limit the manner
in which we may conduct our business and obtain financing.

Under regulatory capital adequacy guidelines and other regulatory requirements, we must meet guidelines that include
quantitative measures of assets, liabilities, and certain off-balance sheet items, subject to qualitative judgments by
regulators about components, risk weightings and other factors. If we fail to meet these minimum capital guidelines
and other regulatory requirements, our financial condition would be materially and adversely affected. Our failure to
maintain the status of “well-capitalized” under our regulatory framework could affect the confidence of our customers in
us, thus compromising our competitive position.

Interest rate risk.

Our main source of income is net interest income, which is equal to the difference between the interest income
received on loans, investment securities and other interest-bearing assets and the interest expense incurred in
connection with deposits, borrowings and other interest-bearing liabilities. As a result, our net interest income can be
affected by changes in market interest rates. These rates are highly sensitive to many factors beyond our control,
including general economic conditions, both domestic and foreign, and the monetary and fiscal policies of various
governmental and regulatory authorities. We have asset and liability management policies that attempt to minimize
the potential adverse effects of changes in interest rates on our net interest income, primarily by altering the mix and
maturity of loans, investments and funding sources. However, even with these policies in place, we cannot provide
assurance that changes in interest rates will not negatively impact our operating results.

Furthermore, our banking business is affected not only by general economic conditions, but also by the monetary
policies of the Federal Reserve Board. Changes in monetary or legislative policies may affect the interest rates we
must offer to attract deposits and the interest rates we can charge on our loans, as well as the manner in which we offer
deposits and make loans. These monetary policies have had, and are expected to continue to have, significant effects
on the operating results of depository institutions, including the Bank. Increases in interest rates also may reduce the
demand for loans and, as a result, the amount of loan and commitment fees the Bank receives.
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Credit risk.

A number of factors can impact the ability of borrowers to repay their current loan obligations, which could not only
result in increased loan defaults, foreclosures and write-offs, but also necessitate further increases to our allowance for
loan losses. If customers default on the repayment of their loans, our profitability could be adversely affected. A
borrower’s default on its obligations under one or more of our loans may result in lost principal and interest income
and increased operating expenses as a result of the allocation of Management time and resources to the collection and
work-out of the loans. If collection efforts are unsuccessful or acceptable workout arrangements cannot be reached, we
may have to write-off the loans in whole or in part. Although we may acquire real estate or other assets that secure the
defaulted loans through foreclosure or other similar remedies, the amount owed under the defaulted loans may exceed
the value of the assets acquired.

Management periodically makes a determination of our allowance for loan losses based on available information,
including the quality of our loan portfolio, economic conditions, the value of the underlying collateral and the level of
our non-accruing loans. If assumptions prove to be incorrect, our allowance may not be sufficient. Increases in this
allowance will result in an expense for the period. If, as a result of general economic conditions or an increase in
non-performing loans, Management determines that an increase in our allowance for loan losses is necessary, we may
incur additional expenses.

As an integral part of their examination processes, bank regulatory agencies periodically review our allowance for
loan losses and the value we attribute to real estate acquired through foreclosure or other similar remedies. These
regulatory agencies may require us to adjust our determination of the value of these items. These adjustments could
negatively impact our results of operations or financial condition.

Because we serve primarily individuals and smaller businesses located in coastal Maine, the ability of customers to
repay their loans is impacted by the economic conditions in this area. In addition, our ability to continue to originate
loans consistent with our credit criteria may be impaired by adverse changes in local and regional economic
conditions. These events also could have an adverse effect on the value of our collateral and our financial condition.
In the course of business, we may acquire, through foreclosure, properties securing loans that are in default. In
commercial real estate lending, there is a risk that hazardous substances could be discovered on these properties. In
this event, we might be required to remove these substances from the affected properties at our sole cost and expense.
The cost of this removal could exceed the value of the affected properties. We may not have adequate remedies
against the prior owners or other responsible parties and could find it difficult or impossible to sell the affected
properties. The occurrence of one or more of these events could adversely affect our financial condition or operating
results.

Liquidity and funding.

We have traditionally obtained funds principally through deposits and borrowings. As a general matter, deposits are a
lower-cost source of funds than borrowings, because interest rates paid for deposits are typically less than interest
rates charged for borrowings. If, as a result of competitive pressures, market interest rates, general economic
conditions or other events, the balance of our deposits decreases relative to our overall banking operations, we may
have to rely more heavily on borrowings as a source of funds in the future. Such an increased reliance on borrowings
could have a negative impact on our results of operations or financial condition. In addition, fluctuations in interest
rates may result in disintermediation, which is the flow of funds away from depository institutions into direct
investments that pay higher rates of return, and may affect the value of our investment securities and other
interest-earning assets.

Our access to funding sources in amounts adequate to finance our activities could be impaired by factors that affect us
specifically or the financial services industry in general. Factors that could detrimentally impact our access to liquidity
sources include a decrease in the level of our business activity due to a market downturn or adverse regulatory action
against us. Our ability to borrow could also be impaired by factors that are not specific to us, such as a severe
disruption of the financial markets or negative views and expectations about the prospects for the financial services
industry as a whole should the recent turmoil faced by banking organizations in the domestic and worldwide credit
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Loss of lower-cost funding sources.

Checking and savings, NOW, and money market deposit account balances and other forms of customer deposits can
decrease when customers perceive alternative investments, such as the stock market, as providing a better risk/return
tradeoff. If customers move money out of bank deposits and into other investments, we could lose a relatively
low-cost source of funds, increasing our funding costs and reducing our net interest income and net income. Advances
from the Federal Home Loan Bank of Boston (“FHLB”) are currently a relatively low-cost source of funding. The
availability of qualified collateral on the Bank’s balance sheet determines the level of advances available from FHLB
and a deterioration in quality in the Bank’s loan portfolio can adversely impact the availability of this source of
funding.

Competition in the financial services industry.

We face substantial competition in all areas of our operations from a variety of different competitors, many of which
are larger and may have more financial resources than we do. We compete with other providers of financial services
such as commercial and savings banks, savings and loan associations, credit unions, money market and mutual funds,
mortgage companies, asset managers, insurance companies and a wide array of other local, regional and national
institutions which offer financial services. Mergers between financial institutions within Maine and in neighboring
states have added competitive pressure. If we are unable to compete effectively, we will lose market share and our
income generated from loans, deposits, and other financial products will decline.

Allowance for loan losses may be insufficient.

The Bank maintains an allowance for loan losses based on, among other things, national and regional economic
conditions, historical loss experience and delinquency trends. We make various assumptions and judgments about the
collectability of our loan portfolio, including the creditworthiness of borrowers and the value of the real estate and
other assets serving as collateral for the repayment of loans. In determining the size of the allowance for loan losses,
we rely on our experience and our evaluation of economic conditions. However, we cannot predict loan losses with
certainty, and we cannot provide assurance that charge-offs in future periods will not exceed the allowance for loan
losses. During 2010, the Bank experienced incremental increases in both non-performing loans and net loan
charge-offs, as compared to prior periods. Although, these have stabilized in the first half of 2011, no assurance can be
given that the relevant economic and market conditions will improve or will not further deteriorate. Hence, the
persistence or worsening of such conditions could result in an increase in delinquencies, could cause a decrease in our
interest income, or could continue to have an adverse impact on our loan loss experience, which, in turn, may
necessitate increases to our allowance for loan losses. If net charge-offs exceed the Bank’s allowance, its earnings
would decrease. In addition, regulatory agencies review the Bank’s allowance for loan losses and may require additions
to the allowance based on their judgment about information available to them at the time of their examination.
Management could also decide that the allowance for loan losses should be increased. An increase in the Bank’s
allowance for loan losses could reduce its earnings.

Changes in primary market area could adversely impact results of operations and financial condition.

Most of the Bank’s lending is in Mid-Coast and Down East Maine. As a result of this geographic concentration, a
significant broad-based deterioration in economic conditions in this area or Northern New England could have a
material adverse impact on the quality of the Bank’s loan portfolio, and accordingly, our results of operations. Such a
decline in economic conditions could impair borrowers’ ability to pay outstanding principal and interest on loans when
due and, consequently, adversely affect the cash flows of our business.

The Bank’s loan portfolio is largely secured by real estate collateral. A substantial portion of the real and personal
property securing the loans in the Bank’s portfolio is located in Mid-Coast and Down East Maine. Conditions in the
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influence the level of the Bank’s non-performing loans and results of operations. The recent decline in the Mid-Coast
and Down East Maine area real estate values, as well as other external factors, could adversely affect the Bank’s loan
portfolio.

Operational risk and dependence on key personnel.

We face the risk that the design of our controls and procedures, including those to mitigate the risk of fraud by
employees or outsiders, may prove to be inadequate or are circumvented, thereby causing delays in detection of errors
or inaccuracies in data and information. Management regularly reviews and updates our internal controls, disclosure
controls and procedures, and corporate governance policies and procedures. Any system of controls, however well
designed and operated, is based in part on certain assumptions and can provide only reasonable, not absolute,
assurances that the objectives of the system are met. Any failure or circumvention of our controls and procedures or
failure to comply with regulations related to controls and procedures could have a material adverse effect on our
business, results of operations and financial condition.

We may also be subject to disruptions of our systems arising from events that are wholly or partially beyond our
control (including, for example, computer viruses or electrical or telecommunications outages), which may give rise to
losses in service to customers and to financial loss or liability. We are further exposed to the risk that our external
vendors may be unable to fulfill their contractual obligations (or will be subject to the same risk of fraud or
operational errors by their respective employees as are we) and to the risk that our (or our vendors’) business continuity
and data security systems prove to be inadequate.

Our performance is largely dependent on the talents and efforts of highly skilled individuals. There is intense
competition in the financial services industry for qualified employees. In addition, we face increasing competition
with businesses outside the financial services industry for the most highly skilled individuals. Our business operations
could be adversely affected if we were unable to attract new employees and retain and motivate our existing
employees.

Claims and litigation pertaining to fiduciary responsibility or lender liability.

From time to time as part of our normal course of business, customers make claims and take legal action against the
Bank based on actions or inactions of the Bank. If such claims and legal actions are not resolved in a manner
favorable to us, they may result in financial liability and/or adversely affect the market perception of the Company and
its products and services. This may also impact customer demand for the Company’s products and services. Any
financial liability or reputation damage could have a material adverse effect on our business, which, in turn, could
have a material adverse effect on our financial condition and results of operations.

There may not be a robust trading market for the common stock.

Although our common stock is traded on the NASDAQ Global Select market, the trading volume of the common
stock has historically not been substantial. Over the five-year period ending December 31, 2010, for example, the
average monthly trading volume of our common stock has been 207,029 shares or approximately 2.12% of the
outstanding common stock. Due to the limited trading volume in our common stock, the intraday spread between bid
and ask prices of the shares can be quite high. There can be no assurance that a more robust, active or economical
trading market for our common stock will develop. The market value and liquidity of our common stock may, as a
result, be adversely affected.

The price of our common stock may fluctuate.
The price of our common stock on the NASDAQ Global Select Market constantly changes and recently, given the
uncertainty in the financial markets, has fluctuated widely. We expect the market price of our common stock will

continue to fluctuate. Holders of our common stock will be subject to the risk of volatility and changes in prices. Our
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quarterly fluctuations in our operating and financial results;

operating results that vary from the expectations of Management, securities analysts and investors;

changes in expectations as to our future financial performance, including financial estimates by securities analysts;
events negatively impacting the financial services industry which result in a general decline for the industry;
announcements of material developments affecting our operations or our dividend policy;

future sales of our equity securities;

new laws or regulations or new interpretations of existing laws or regulations applicable to our business;

changes in accounting standards, policies, guidance, interpretations or principles; and

eeneral domestic economic and market conditions.

In addition, recently the stock market generally has experienced extreme price and volume fluctuations, and industry
factors and general economic and political conditions and events, such as economic slowdowns or recessions, interest
rate changes or credit loss trends, could also cause our stock price to decrease regardless of our operating results.

Future offerings of debt or other securities may adversely affect the market price of our stock.

In the future, we may attempt to increase our capital resources or, if our or the Bank’s capital ratios approach or fall
below the required minimums, we or the Bank could be forced to raise additional capital by making additional
offerings of debt or preferred equity securities, including medium-term notes, trust preferred securities, senior or
subordinated notes and preferred stock. Upon liquidation, holders of our debt securities and shares of preferred stock
and lenders with respect to other borrowings will receive distributions of our available assets prior to the holders of
our common stock. Additional equity offerings may dilute the value for existing Shareholders or reduce the market
price of our common stock, or both. Holders of our common stock are not entitled to preemptive rights or other
protections against dilution.
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SUPERVISION AND REGULATION

The Company is a financial holding company within the meaning of the Bank Holding Company Act of 1956, as
amended (the “Act”), and section 225.82 of Regulation Y issued by the Board of Governors of the Federal Reserve
System (the “Federal Reserve Board”), and is required to file with the Federal Reserve Board an annual report and other
information required pursuant to the Act. The Company is subject to examination by the Federal Reserve Board.

The Act requires the prior approval of the Federal Reserve Board for a financial holding company to acquire or hold
more than a 5% voting interest in any bank, and controls interstate banking activities. The Act restricts The First
Bancorp’s non-banking activities to those which are determined by the Federal Reserve Board to be closely related to
banking. The Act does not place territorial restrictions on the activities of non-bank subsidiaries of financial holding
companies. Virtually all of the Company’s cash revenues are derived from dividends paid to the Company by the
Bank, and these dividends are subject to various legal and regulatory restrictions. The Bank is regulated by the Office
of the Comptroller of the Currency (“OCC”) and is subject to the provisions of the National Bank Act. As a result, it
must meet certain liquidity and capital requirements, which are discussed in the following sections.

Dodd-Frank Wall Street Reform and Consumer Protection Act

The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 was enacted on July 21, 2010. The Act
creates a new Consumer Financial Protection Bureau with power to promulgate and enforce consumer protection
laws. Smaller institutions, those with $10 billion or less in assets, will be subject to the Consumer Financial Protection
Bureau’s rule-writing authority, and existing depository institution regulatory agencies will retain examination and
enforcement authority for such institutions. The Act also establishes a Financial Stability Oversight Council chaired
by the Secretary of the Treasury with authority to identify institutions and practices that might pose a systemic risk
and, among other things, includes provisions affecting (1) corporate governance and executive compensation of all
companies whose securities are registered with the SEC, (2) FDIC insurance assessments, (3) interchange fees for
debit cards, which would be set by the Federal Reserve under a restrictive “reasonable and proportional cost” per
transaction standard, (4) minimum capital levels for bank holding companies, subject to a grandfather clause for
financial institutions with less than $15 billion in assets, (5) derivative and proprietary trading by financial institutions,
and (6) the resolution of large financial institutions. At this time, it is difficult to predict the extent to which the Act or
the resulting regulations may adversely impact us. However, compliance with these new laws and regulations may
increase our costs, limit our ability to pursue attractive business opportunities, cause us to modify our strategies and
business operations and increase our capital requirements and constraints, any of which may have a material adverse
impact on our business, financial condition, liquidity or results of operations.

Customer Information Security

The Federal Deposit Insurance Corporation (“FDIC”), the OCC and other bank regulatory agencies have published
guidelines (the “Guidelines”) establishing standards for safeguarding nonpublic personal information about customers
that implement provisions of the Graham-Leach-Bliley Act (the “GLBA”). Among other things, the Guidelines require
each financial institution, under the supervision and ongoing oversight of its Board of Directors or an appropriate
committee thereof, to develop, implement and maintain a comprehensive written information security program
designed to ensure the security and confidentiality of customer information, to protect against any anticipated threats
or hazards to the security or integrity of such information, and to protect against unauthorized access to or use of such
information that could result in substantial harm or inconvenience to any customer.
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Privacy

The FDIC, the OCC and other regulatory agencies have published privacy rules pursuant to provisions of the GLBA
(“Privacy Rules”). The Privacy Rules, which govern the treatment of nonpublic personal information about consumers
by financial institutions, require a financial institution to provide notice to customers (and other consumers in some
circumstances) about its privacy policies and practices, describe the conditions under which a financial institution may
disclose nonpublic personal information to nonaffiliated third parties, and provide a method for consumers to prevent
a financial institution from disclosing that information to most nonaffiliated third parties by “opting-out” of that
disclosure, subject to certain exceptions.

USA Patriot Act

The USA Patriot Act of 2001, designed to deny terrorists and others the ability to obtain anonymous access to the U.S.
financial system, has significant implications for depository institutions, broker-dealers and other businesses involved
in the transfer of money. The USA Patriot Act, together with the implementing regulations of various federal
regulatory agencies, have caused financial institutions, including the Bank, to adopt and implement additional or
amend existing policies and procedures with respect to, among other things, anti-money laundering compliance,
suspicious activity and currency transaction reporting, customer identity verification and customer risk analysis. The
statute and its underlying regulations also permit information sharing for counter-terrorist purposes between federal
law enforcement agencies and financial institutions, as well as among financial institutions, subject to certain
conditions, and require the Federal Reserve Board (and other federal banking agencies) to evaluate the effectiveness
of an applicant in combating money laundering activities when considering applications filed under Section 3 of the
Act or under the Bank Merger Act.

The Sarbanes-Oxley Act

The Sarbanes-Oxley Act of 2002 (“SOX”) implements a broad range of corporate governance and accounting measures
for public companies (including publicly-held bank holding companies such as the Company) designed to promote
honesty and transparency in corporate America and better protect investors from the type of corporate wrongdoings
that occurred at Enron and WorldCom, among other companies. SOX’s principal provisions, many of which have been
implemented through regulations released and policies and rules adopted by the securities exchanges in 2003 and

2004, provide for and include, among other things:

The creation of an independent accounting oversight board;

Auditor independence provisions which restrict non-audit services that accountants may provide to clients;
Additional corporate governance and responsibility measures, including the requirement that the chief executive
officer and chief financial officer of a public company certify financial statements;

The forfeiture of bonuses or other incentive-based compensation and profits from the sale of an issuer’s securities by
directors and senior officers in the twelve-month period following initial publication of any financial statements that
later require restatement;

An increase in the oversight of, and enhancement of certain requirements relating to, audit committees of public
companies and how they interact with the public company’s independent auditors;

Requirements that audit committee members must be independent and are barred from accepting consulting, advisory
or other compensatory fees from the issuer;

Requirements that companies disclose whether at least one member of the audit committee is a “financial expert’ (as
such term is defined by the Securities and Exchange Commission (“SEC”) ) and if not, why not;

Expanded disclosure requirements for corporate insiders, including accelerated reporting of stock transactions by
insiders and a prohibition on insider trading du
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