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To Our Shareholders:

I am very pleased to report that your company’s financial results for 2012 continued the positive trend we have established 
in recent years. We ended the year with total assets in excess of $250 million, which represents a 4.3% increase from 
year-end 2011. Net profit before preferred dividend payments was $1.24 million, which is also an increase of 14% over last 
year.  Earnings per share available to common stockholders was $1.45, representing a 67% increase over 2011.

In addition to our financial performance, we also had several significant events that occurred in 2012. These included 
the completion of the 4-for-1 stock split approved by the shareholders at last year’s annual meeting, and the listing of 
our common stock on the NASDAQ OTC Bulletin Board under the symbol FCNH. These changes, combined with the 
previous automation of our shareholder recordkeeping have enabled our shares to be held in book entry form in your 
brokerage account and to be traded in the open market.  This should result in the establishment of a market determined 
value that will improve the liquidity of our shares and be beneficial to all shareholders and to the company.

The Board of Directors last year approved the appointment of George M. Bald to the board of the Company and 
First Colebrook Bank effective January 1, 2013. Mr. Bald has had a distinguished career in public service including 
Director of the Pease Development Authority and most recently the Commissioner of the New Hampshire Department 
of Resources and Economic Development. We are extremely pleased and fortunate to have Mr. Bald join our Board.

We would like to thank two of our long time employees who retired in 2012. Jeanne Daley was a Deposit Operations 
Specialist in our Colebrook office and retired after 33 years of service to the bank. Sandra Boudreau also retired in 
2012 after 13 years of service as the Customer Service Supervisor in our Concord office. We wish Jeanne and Sandy an 
enjoyable retirement and thank them for their many years of loyal service.

Our customers have also seen some positive changes in the past year. We launched a new, more informative and user-
friendly website and as part of the new website we have added an investor page that contains our trading activity, 
financial press releases and quarterly and annual financial statements. You can access the investor page by going to www.
firstcolebrookbank.com and clicking on the investor link. We believe this addition will permit us to keep our shareholders 
and the public informed and up to date about our Company and its performance. We also launched a Facebook page 
and a First Colebrook Bank blog, both of which can be accessed from our website. We will use these new digital media 
outlets to communicate with our shareholders, customers, and potential customers about bank events and products.

On behalf of the Board of Directors and all the officers and employees, I want to thank you 
for your ownership in our company and to assure you that all of us work every day to see 
that we continue to earn your trust and provide you with a competitive investment return.

Sincerely,

Loyd W. Dollins
President and Chief Executive Officer
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Financial Highlights:

Results for the fiscal year ending December 31, 2012 show continued improvement in operating results and steady growth in loans and deposits. Despite local 
and national economies continuing to struggle with the effects of the recession, and interest margin compression due to prolonged low interest rates, we are 
pleased to report on the progress made in 2012 to improve our financial performance.
 
At December 31, 2012 total assets grew to $252,762,600 up 4.3% from December 31, 2011. Net loans increased to $185,142,005 in 2012, a 4.68% increase over 
the prior year end. We also added to the investment portfolio to produce additional interest income. Net investments increased to $39,948,391 in 2012, a 16% 
increase. This growth in earning assets was funded by increased deposits and borrowings. At December 31, 2012 total deposits increased to $210,289,955 
up 1.5% from year end 2011. We utilized very low cost borrowings to fund our growth as well. Borrowed funds increased to $12,426,000 at year end versus 
$5,000,000 at the prior year end.  

Net income for the year ending December 31, 2012 was $1,245,495 up 14.1% over the $1,091,679 reported for 2011. Net interest income declined in 2012 to 
$7,868,756 from $8,084,647 in 2011. The addition to net interest income due to earning asset growth was more than offset by steadily declining net interest 
margins. Our margin declined to 3.68% from 4.07% in 2011. The decline in margin was a result of lower market rates for new business loans and investments, 
and the downward contractual repricing of loans. Meanwhile, deposit rate reductions could not keep pace as they have hovered at historically low levels for 
the past several years. The improvement in net income in 2012 over 2011 was a result of modest growth in non interest income and reductions in non interest 
expenses. Non interest income increased to $1,349,691 from $1,313,859 due to new fee income from the origination and sale of fixed rate residential real estate 
mortgage loans into the secondary market. Non interest expenses were reduced to $7,530,052 from $8,028,032 through across the board reductions in all 
categories; personnel, occupancy, equipment and other operating expenses all being reduced in 2012.

Net Income (whole dollars) Earnings Per Share (common)
Prior years adjusted for 4-for1 Stock Split

Book Value Per Share (common)
Prior years adjusted for 4-for1 Stock Split

Total Assets, Total Deposits, Net Loans (dollars in millions) Net Interest Income, Non Interest Income, Non Interest Expense 
(dollars in millions)

Loans              Deposits               Assets Net Interest Income           Non Interest Income           Non Interest Expense

In 2012 we added $706,705 to the loan loss reserve, up from $668,953 in 2011. This provision expense was necessitated due to loan growth and by the weak 
economy and its impact on small business and consumer loan customers. Loan losses, net of recoveries, were $949,000 compared to $1,110,000 in 2011. The 
loan losses incurred over the past several years are a clear indication of the weak economy that has yet to recover. These losses continue to be historically 
high; however we are pleased to report the reduction in 2012 from the prior year.

In 2012 shareholders approved a 4-for-1 stock split. Earnings per share of common stock (net income less preferred dividends paid) were $1.45 in 2012 up from 
$.86 in 2011. Book value per share of common stock at 12/31/12 was $24.65 compared to $23.68 at 12/31/11. Year end 2011 earnings per share and book value 
have been adjusted for this split for comparative purposes. Late in 2012, the company’s stock began trading in the Over-The-Counter (OTCBB) markets under 
the ticker symbol FCNH. Since opening, trading activity has been light. The objective of listing our stock is to improve marketplace liquidity for shareholders 
wishing to sell their stock and, over time, to increase trading activity to establish a fair market value for First Colebrook Bancorp stock.

In 2012 we began to witness signs of improvement in our local and national economies. Housing data has improved and employment data has strengthened 
in New Hampshire and nationally. These indicators portend that an improved economy may be just ahead. The bank has sustained itself throughout the 
recession and looks forward to improved marketplace opportunities to continue to grow the bank and to improve operating performance.
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Consolidated Balance Sheets
December 31, 2012 and 2011

ASSETS

2012 2011

Cash and due from banks  $ 7,487,632  $ 8,800,706
Federal funds sold   40,449   21,600

  Total cash and cash equivalents   7,528,081   8,822,306

Interest-bearing deposits with other banks   6,476,000   6,951,000
Investments in available-for-sale securities, at fair value   39,948,391   34,383,426
Federal Home Loan Bank of Boston stock, at cost   652,400   778,300
Loans (net of allowance for loan losses of $1,955,691 and 
 $2,197,575 as of December 31, 2012 and 2011, respectively)   185,142,005   176,871,233
Premises and equipment, net   4,631,005   4,947,422
Other real estate owned   882,779   1,715,961
Accrued interest receivable   720,590   704,636
Cash surrender value of life insurance   3,533,155   3,417,416
Other assets   3,248,194   3,768,301

  Total assets  $ 252,762,600  $ 242,360,001

LiABiLiTiES And SToCkhoLdErS’ EquiTy

Deposits 
 Noninterest-bearing  $ 34,407,690  $ 30,776,343
 Interest-bearing   175,882,265   176,441,775

  Total deposits   210,289,955   207,218,118

Securities sold under agreements to repurchase   1,235,795   1,830,230
Borrowings   12,426,000   5,000,000
Other liabilities   1,809,940   1,897,315

  Total liabilities   225,761,690   215,945,663

Commitments and contingencies (Notes 4, 9, 10, 12, 15, 17)

Stockholders’ equity
 Preferred stock, par value $0.01 per share; authorized 15,000 shares:
  Preferred stock, senior non-cumulative perpetual, Series C, par value $0.01 per 

share; 8,623 shares issued and outstanding at December 31, 2012 and 2011; 
liquidation value $1,000 per share   86   86

 Common stock, $1.50 par value, 2,000,000 and 500,000 shares authorized; 753,064 
and 187,810 shares issued; and 745,504 and 187,810 shares outstanding as of 
December 31, 2012 and 2011   1,129,596   281,715

 Paid-in capital   12,008,385   11,979,100
 Retained earnings   13,751,507   13,833,629
 Accumulated other comprehensive income   290,376   319,808
 Less: Treasury stock, at cost, 7,560 shares at December 31, 2012    (179,040)   -
  
  Total stockholders’ equity   27,000,910   26,414,338

  Total liabilities and stockholders’ equity  $ 252,762,600  $  242,360,001

•   4
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Consolidated Statements of income
Years Ended December 31, 2012 and 2011

2012 2011
Interest and dividend income
 Interest and fees on loans  $ 9,354,963  $ 9,918,465
 Interest on debt securities   350,100   457,024
 Interest on municipal debt securities

Taxable   2,957   3,621
  Tax-exempt   374,263   265,114
 Dividends on stocks and short-term investments   109,928   154,978

   Total interest and dividend income   10,192,211   10,799,202
  

Interest expense
 Interest on deposits   1,507,675   1,928,996
 Interest on Federal Home Loan Bank of Boston advances   103,108   108,514
 Interest on capital lease   3,026   3,564
 Interest on securities sold under agreements to repurchase    2,941   4,528

   Total interest expense   1,616,750   2,045,602

   Net interest and dividend income   8,575,461   8,753,600

Provision for loan losses   706,705   668,953

   Net interest and dividend income after provision for loan losses   7,868,756   8,084,647

Noninterest income
 Service fees   495,105   543,572
 Gain on sales and calls of available-for-sale securities, net   468,763   466,786
 Other-than-temporary impairment of investment securities   (22,103)   (46,373)

Net loss on sales of other real estate owned   (145,779)   (133,859)
 Other income   553,705   483,733

   Total noninterest income   1,349,691   1,313,859

Noninterest expense  
 Salaries and employee benefits   3,924,775   3,945,311
 Occupancy expense   751,269   820,970
 Equipment expense   312,391   366,019
  FDIC assessment   182,129   234,076
 Advertisement and promotion expense   105,410   137,158
 Data processing expense   628,293   706,950
 Other expense   1,625,785   1,817,548

   Total noninterest expense   7,530,052   8,028,032

   Income before income taxes   1,688,395   1,370,474

Income tax expense   442,900   278,795
   
   Net income  $ 1,245,495  $ 1,091,679

Net income available to common stockholders  $ 1,088,785  $ 678,624

Earnings per common share  $ 1.45  $ 0.86
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Consolidated Statements of Comprehensive income
Years Ended December 31, 2012 and 2011

2012 2011

Net income  $            1,245,495  $ 1,091,679
Other comprehensive income, net of tax

 Net unrealized holding gains on available-for-sale securities   397,923 553,627
  Tax effect  (157,615)     (219,289)

  240,308   334,338
 Reclassification adjustment for net realized gains in net income,
  net of impairment write-down   (446,660)   (420,413)
   Tax effect               176,920   166,523

          (269,740)   (253,890)

  Total other comprehensive (loss) income             (29,432)   80,448

   Total comprehensive income  $            1,216,063  $ 1,172,127

Consolidated Statements of Changes in Stockholders’ Equity
Years Ended December 31, 2012 and 2011

Preferred Stock Common Treasury Paid-in Retained
Accumulated Other

Comprehensive
Series  A Series B Series C Stock Stock Capital Earnings Income Total

Balance, December 31, 2010  $45 $2$ - $281,715 $            -$ 7,934,890$ 13,504,938$ 239,360$ 21,960,950

  
 
   

 
 

 
    

 
 

 
 

Net income   -
  

-  -
  

-
  

-   -
  

1,091,679
  

-
  

1,091,679

Other comprehensive income   -
  

-  -
  

-
  

-   -
  

-
  

80,448
  

80,448

Preferred stock issuance   -
  

-  86
  

-
  

-  8,622,914
  

-
  

-
  

8,623,000

Redemption of preferred stock   (45)
  

(2)  -
  

-
  

-   (4,724,953)
  

-
  

-
  

(4,725,000)

Preferred stock accretion (amortization)   -
  

-  -
  

-
  

-   146,249
  

(146,249)
  

-
  

-

Cash dividends paid on common stock
 ($0.43 per share)   -

  
-  -

  
-
  

-   -
  

(319,277)
  

-
  

(319,277)

Dividends on preferred stock   -  -  -
  

                -
  

                 -                      - (297,462)  -
  

(297,462)

Balance, December 31, 2011  - - 86 281,715 -  11,979,100
  

13,833,629
  

319,808
  

26,414,338

  
 
   

 
    

 
 

 
 

 
 

Net income   -
 
   -

  
-
  

-   -
  

1,245,495
 
 

  
1,245,495

Other comprehensive loss   -
 
   -

  
-
  

-   -
  

-
  

(29,432)
  

(29,432)

Stock split (564,798 additional shares)   -
  

-  -
  

847,197
  

-  -
  

(847,197)
  

-
  

-

Common stock purchased by ESOP – 456 shares  -
  

-  -
  

684
  

-  29,285
  

-
  

-
  

29,969

Treasury stock, at cost   -
  

-  -
  

-
  

(179,040)
  
 

  
-
  

-
  

(179,040)

Cash dividends paid on common stock
 ($0.43 per share)   -

  
  

-
   
 -

  
-

  
  

-   -
  

(323,650)

  
  

-

  
  
 (323,650)

Dividends on preferred stock   -             -              -                 -                    -   - (156,770)                    -
  

(156,770)

Balance, December 31, 2012  $ -       $ -    $ 86 $1,129,596 $(179,040) $12,008,385 $13,751,507 $290,376 $27,000,910
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Consolidated Statements of Cash Flows
Years Ended December 31, 2012 and 2011

2012 2011
Cash flows from operating activities
 Net income $ 1,245,495   1,091,679
 Adjustments to reconcile net income to net cash provided by operating activities    
   Gain on sales and calls of available-for-sale securities, net     (468,763)   (466,786)
   Other-than-temporary impairment of investment securities        22,103   46,373

Net amortization of premiums and discounts on available-for-sale securities    883,162   233,528
   Provision for loan losses    706,705   668,953
   Increase in deferred origination costs, net    (57,277)   (10,848)
   Depreciation and amortization    383,346   425,057
   Net loss on sales of other real estate owned    145,779   133,859
   Loss on sale of premises and equipment     433   -
   Increase in accrued interest receivable    (15,954)   (61,448)
   Deferred income tax expense    190,994   414,284
   Increase in cash surrender value of life insurance    (115,739)   (112,800)
   Decrease in other assets    297,451   395,974
   Decrease (increase) in income taxes receivable    50,968   (425,489)
   Decrease in other liabilities   (78,480)   (33,098)
    Net cash provided by operating activities   3,190,223   2,299,238

   
  
 

Cash flows from investing activities    
 Net increase in interest-bearing deposits with other banks    475,000   966,999
 Purchases of available-for-sale securities    (24,626,482)   (30,160,674)
 Proceeds from sale, maturities and principal repayments of available-for-sale securities    18,576,277   18,880,186
 Redemption of Federal Home Loan Bank stock    125,900   -
 Loan originations and principal collections, net    (8,936,704)   (3,098,116)
 Loans purchased    -   (128,000)
 Recoveries of loans previously charged off    24,504   152,425
 Proceeds from sales of other real estate owned    679,403   377,291
 Proceeds from sale of premises and equipment   14,700   -
 Capital expenditures   (82,062)   (119,412)
    Net cash used by investing activities   (13,749,464)   (13,129,301)

Cash flows from financing activities
 Net increase in deposits   3,071,837   7,195,490
 Proceeds from issuance of long-term debt   5,000,000   3,000,000
 Net increase in short-term debt   4,426,000   -
 Repayment of long-term debt   (2,000,000)   (1,660,697)
 (Decrease) increase in securities sold under agreements to repurchase   (594,435)   858,868
 Payments on capital lease obligations   (8,895)   (8,339)
 Proceeds from issuance of preferred stock   -   8,623,000
 Cash dividends paid on preferred stock   (156,770)   (209,145)
 Cash dividends paid on common stock   (323,650)   (319,277)
 Redemption of preferred stock   -   (4,725,000)
 Common stock ESOP contribution   29,969   -
 Purchase of treasury stock   (179,040)   -
    Net cash provided by financing activities   9,265,016   12,754,900
   Net (decrease) increase in cash and cash equivalents (1,294,225) 1,924,837

Cash and cash equivalents at beginning of year   8,822,306  6,897,469

Cash and cash equivalents at end of year $ 7,528,081 $  8,822,306

Supplemental disclosures
 Interest paid $ 1,618,900 $ 2,074,559
 Income taxes paid 207,000 290,000

Noncash transactions
 Loans transferred to other real estate owned 356,000 1,138,487
 Loans originated from sales of other real estate owned 364,000 119,920

•   7



First Colebrook Bancorp, Inc.2012 Annual Report

nature of Business
First Colebrook Bancorp, Inc. (the Company) is a Delaware corporation that was 
incorporated in 1984 to become the holding company of The First Colebrook Bank 
(the Bank). The Company’s primary activity is to act as the holding company for 
the Bank. The Bank is a state chartered bank which was incorporated in 1889. The 
Bank conducts its operations in the state of New Hampshire, with headquarters in 
Colebrook, and branch offices in Concord, Amherst, and Portsmouth. The Bank is 
engaged principally in the business of attracting deposits from the general public 
and investing those deposits in residential and commercial real estate loans, and in 
consumer and small business loans.

1. Summary of Significant Accounting Policies

Basis of Presentation
The accounting and reporting policies of the Company and its subsidiary conform 
to accounting principles generally accepted in the United States of America (GAAP) 
and predominant practices within the banking industry. The consolidated financial 
statements were prepared using the accrual basis of accounting. The significant 
accounting policies are summarized below to assist the reader in better understanding 
the consolidated financial statements and other data contained herein.

use of Estimates
The preparation of financial statements in conformity with GAAP requires 
management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities and disclosure of contingent assets and liabilities at the date of 
the financial statements and the reported amounts of revenues and expenses during 
the reporting period. Actual results could differ from those estimates.

Material estimates that are particularly susceptible to significant change in the near 
term relate to the determination of the allowance for loan losses and the valuation of 
other real estate owned. In connection with the determination of the allowance for 
loan losses and the carrying value of other real estate owned, management obtains 
independent appraisals for significant properties and collateral securing significant 
loans. Accordingly, the ultimate collectability of a substantial portion of the Company’s 
loan portfolio is susceptible to changes in local market conditions.

While management uses available information to recognize losses on loans, future 
additions to the allowance may be necessary based on changes in local economic 
conditions. In addition, regulatory agencies, as an integral part of their examination 
process, periodically review the Company’s loan portfolio. Such agencies may require 
the Company to recognize additions to the allowance based on their judgments about 
information available to them at the time of their examination.

Principles of Consolidation
The consolidated financial statements include the accounts of the Company and 
its wholly-owned subsidiary, the Bank. All significant intercompany accounts and 
transactions have been eliminated in the consolidation.

Cash and Cash Equivalents and interest-Bearing deposits
For purposes of reporting cash flows, cash and cash equivalents include cash on hand, 
cash items, due from banks, and federal funds sold.

The Company’s due from bank accounts and interest bearing deposits, at times, may 
exceed federally insured limits. The Company has not experienced any losses in such 
accounts. The Company believes it is not exposed to any significant risk on cash and 
cash equivalents.

Cash and due from banks as of December 31, 2012 includes $3,216,000 which is 
subject to withdrawals and usage restrictions to satisfy the reserve requirements of 
the Federal Reserve Bank. In addition, a total of $80,000 is required to be maintained 
at Banker’s Bank Northeast.

Securities
Debt securities that management has the positive intent and ability to hold 
to maturity are classified as held-to-maturity and carried at cost, adjusted 
for amortization of premiums and accretion of discounts over the period to 
call or maturity using methods approximating the interest method. Securities 
not classified as held-to-maturity, including equity securities with readily
determinable fair values, are classified as available-for-sale and are carried at fair 
value. Purchase premiums and discounts are recognized in interest income using 

the interest method over the terms of the securities. Unrealized gains and losses on 
securities available-for-sale are reported as a net amount in other comprehensive 
income or loss, net of tax.

For declines in the fair value of individual debt securities available-for-sale below 
their cost that are deemed to be other-than-temporary, where the Company does 
not intend to sell the security and it is more likely than not that the Company will not 
be required to sell the security before recovery of its amortized cost basis, the other-
than-temporary decline in the fair value of the debt security related to 1) credit loss 
is recognized in earnings, and 2) other factors is recognized in other comprehensive 
income or loss. Credit loss is deemed to exist if the present value of expected future 
cash flows using the effective rate at acquisition is less than the amortized cost basis 
of the debt security. For individual debt securities where the Company intends to 
sell the security or more likely than not will be required to sell the security before 
recovery of its amortized cost, the other-than-temporary impairment is recognized in 
earnings equal to the entire difference between the security’s cost basis and its fair 
value at the balance sheet date. 

Declines in marketable equity securities below their cost that are deemed other-than-
temporary are recognized in earnings as realized losses. 

In estimating other-than-temporary impairment losses, management considers 1) the 
length of time and the extent to which the fair value has been less than cost, 2) the 
financial condition and near-term prospects of the issuer, and 3) the intent and ability 
of the Company to retain its investment in the issuer for a period of time sufficient to 
allow for any anticipated recovery in fair value. 

Gains and losses on the sale of securities are recorded on the trade date and are 
determined using the specific identification method.

As a member of the Federal Home Loan Bank (FHLB) of Boston, the Company is 
required to invest in $100 par value stock of FHLB of Boston. The carrying amount of 
the investment (at cost) was $652,400 and $778,300 at December 31, 2012 and 2011, 
respectively. Management evaluates the Company’s investment in FHLB of Boston 
stock for other-than-temporary impairment at least on a quarterly basis and more 
frequently when economic or market conditions warrant such evaluation. Based on 
its most recent analysis of the FHLB of Boston as of December 31, 2012, management 
deems its investment in FHLB of Boston stock to be not other-than-temporarily 
impaired.

Loans
Loans receivable that management has the intent and ability to hold until maturity or 
payoff are reported at their outstanding principal balances adjusted for amounts due 
to borrowers on unadvanced loans, any charge-offs, the allowance for loan losses, and 
any deferred fees or costs on originated loans, or unamortized premiums or discounts 
on purchased loans.

Interest on loans is recognized on a simple interest basis.

Loan origination and commitment fees and certain direct origination costs are 
deferred, and the net amount amortized as an adjustment of the related loan’s yield. 
The Company is amortizing these amounts over the contractual life of the related 
loans.

Residential real estate loans are generally placed on nonaccrual when reaching 90 
days past due or in process of foreclosure. All closed-end consumer loans 90 days 
or more past due and any equity lines in the process of foreclosure are placed on 
nonaccrual status. Secured consumer loans are written down to realizable value 
and unsecured consumer loans are charged off upon reaching 120 or 180 days past 
due depending on the type of loan. Commercial real estate loans and commercial 
business loans and leases which are 90 days or more past due are generally placed 
on nonaccrual status, unless secured by sufficient cash or other assets immediately 
convertible to cash. When a loan has been placed on nonaccrual status, previously 
accrued and uncollected interest is reversed against interest on loans. A loan can be 
returned to accrual status when all the principal and interest amounts contractually 
due are brought current, collectibility of principal is reasonably assured and the loan 
has performed for a period of time, generally six months.

Cash receipts of interest income on impaired loans are credited to principal to the 
extent necessary to eliminate doubt as to the collectibility of the net carrying amount 
of the loan. Some or all of the cash receipts of interest income on impaired loans 

FirST CoLEBrook BAnCorP, inC. And SuBSidiAry
Notes to Consolidated Financial Statements

December 31, 2012 and 2011
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are recognized as interest income if the remaining net carrying amount of the loan is 
deemed to be fully collectible. When recognition of interest income on an impaired 
loan on a cash basis is appropriate, the amount of income that is recognized is limited 
to that which would have been accrued on the net carrying amount of the loan at 
the contractual interest rate. Any cash interest payments received in excess of the 
limit and not applied to reduce the net carrying amount of the loan are recorded as 
recoveries of charge-offs until the charge-offs are fully recovered.

Allowance for Loan Losses
The allowance for loan losses is established as losses are estimated to have occurred 
through a provision for loan losses charged to earnings. Loan losses are charged 
against the allowance for loan losses when management believes the uncollectibility 
of a loan balance is confirmed. Subsequent recoveries, if any, are credited to the 
allowance for loan losses.

The allowance for loan losses is evaluated on a regular basis by management and is 
based upon management’s periodic review of the collectibility of the loans in light of 
historical experience, the nature and volume of the loan portfolio, adverse situations 
that may affect the borrower’s ability to repay, estimated value of any underlying 
collateral and prevailing economic conditions. This evaluation is inherently subjective 
as it requires estimates that are susceptible to significant revision as more information 
becomes available. The allowance for loan losses consists of general, allocated and 
unallocated components, as further described below.

General Component
The general component of the allowance for loan losses is based on historical 
loss experience adjusted for qualitative factors stratified by the following loan 
segments: residential real estate, commercial real estate, construction, commercial, 
manufactured housing and consumer. Management uses a rolling average of historical 
losses based on three years to capture relevant loss data for each loan segment. This 
historical loss factor is adjusted for the following qualitative factors: levels/trends in 
delinquencies; trends in volume and terms of loans; effects of changes in risk selection 
and underwriting standards and other changes in lending policies, procedures and 
practices; experience/ability/depth of lending management and staff; and national 
and local economic trends and conditions. There were no changes in the Company’s 
policies or methodology pertaining to the general component of the allowance for 
loan losses during 2012. 

The qualitative factors are determined based on the various risk characteristics of 
each loan segment. Risk characteristics relevant to each loan segment are as follows: 

Residential real estate: The Company generally does not originate loans with a 
loan-to-value ratio greater than 80 percent and generally does not grant subprime 
loans. Loans with loan-to-value ratios greater than 80 percent require the purchase 
of private mortgage insurance. All loans in this segment are collateralized by owner-
occupied residential real estate and repayment is dependent on the credit quality of 
the individual borrower. The overall health of the economy, including unemployment 
rates and housing prices, will have an effect on the credit quality in this segment. 
Commercial real estate: Loans in this segment are primarily income-producing 
properties throughout New Hampshire. The underlying cash flows generated by the 
properties are adversely impacted by a downturn in the economy as evidenced by 
increased vacancy rates, which in turn, will have an effect on the credit quality in 
this segment. Management periodically obtains rent rolls and continually monitors 
the cash flows of these loans. 

Construction loans: The loans in this segment are generally construction-to-
permanent loans collateralized by owner-occupied residential real estate and 
repayment is dependent on the credit quality of the individual borrower. The overall 
health of the economy, including unemployment rates and housing prices, will have an 
effect on the credit quality in this segment.

Commercial loans: Loans in this segment are made to businesses and are generally 
secured by assets of the business. Repayment is expected from the cash flows of 
the business. A weakened economy, and resultant decreased consumer spending, will 
have an effect on the credit quality in this segment. 

Manufactured housing: Loans in this segment are primarily collateralized by mobile 
homes located on leased or rented land and repayment is dependent on the credit 
quality of the individual borrower. The overall health of the economy, including 
unemployment rates and manufactured housing prices, will have an effect on the 
credit quality in this segment.

Consumer loans: Loans in this segment are generally secured and repayment is 
dependent on the credit quality of the individual borrower. 

Allocated Component
The allocated component relates to loans that are classified as impaired. A loan is 
considered impaired when, based on current information and events, it is probable 
that the Company will be unable to collect the scheduled payments of principal 
or interest when due according to the contractual terms of the loan agreement. 
Factors considered by management in determining impairment include payment 
status, collateral value, and the probability of collecting scheduled principal and 
interest payments when due. Loans that experience insignificant payment delays and 
payment shortfalls generally are not classified as impaired. Management determines 
the significance of payment delays and payment shortfalls on a case-by-case basis, 
taking into consideration all of the circumstances surrounding the loan and the 
borrower, including the length of the delay, the reasons for the delay, the borrower’s 
prior payment record, and the amount of the shortfall in relation to the principal and 
interest owed. 

Impairment is measured on a loan-by-loan basis for commercial, commercial real 
estate and construction loans by either the present value of expected future cash 
flows discounted at the loan’s effective interest rate, or the fair value of the collateral 
if the loan is collateral dependent. An allowance is established when the discounted 
cash flows (or collateral value) of the impaired loan is lower than the carrying value 
of that loan. Large groups of smaller balance homogeneous loans are collectively 
evaluated for impairment. Accordingly, the Company does not separately identify 
individual consumer and residential real estate loans for impairment disclosures, 
unless such loans are subject to a troubled debt restructuring agreement. 

The Company periodically may agree to modify the contractual terms of loans. When 
a loan is modified and a concession is made to a borrower experiencing financial 
difficulty, the modification is considered a troubled debt restructuring (TDR). All TDRs 
are classified as impaired. 

Unallocated Component
An unallocated component is maintained to cover uncertainties that could affect 
management’s estimate of probable losses. The unallocated component of the 
allowance reflects the margin of imprecision inherent in the underlying assumptions 
used in the methodologies for estimating allocated and general reserves in the 
portfolio. 

Credit related Financial instruments
In the ordinary course of business, the Company has entered into commitments to 
extend credit, including commitments under commercial letters of credit and standby 
letters of credit. Such financial instruments are recorded when they are funded.

Premises and Equipment
Land is stated at cost. Premises and equipment are stated at cost, less accumulated 
depreciation and amortization. Cost and related allowances for depreciation and 
amortization of premises and equipment retired or otherwise disposed of are 
removed from the respective accounts with any gain or loss included in income or 
expense. Depreciation and amortization are calculated principally on the straight-line 
method over the estimated useful lives of the asset.

other real Estate owned
Real estate properties acquired through or in lieu of loan foreclosure are initially 
recorded at fair value less estimated selling cost at the date of foreclosure. Any write-
downs based on the asset’s fair value at the date of acquisition are charged to the 
allowance for loan losses. 

After foreclosure, these assets are carried at the lower of their new cost basis or 
fair value less cost to sell. Costs of significant property improvements are capital-
ized, whereas costs relating to holding property are expensed. Valuations are periodi-
cally performed by management, and any subsequent write-downs are recorded as a 
charge to operations, if necessary, to reduce the carrying value of a property to the 
lower of its cost or fair value less cost to sell.

Advertising
The Company directly expenses costs associated with advertising as they are 
incurred.

FirST CoLEBrook BAnCorP, inC. And SuBSidiAry
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income Taxes 
The Company recognizes income taxes under the asset and liability method. Under 
this method, deferred tax assets and liabilities are established for the temporary 
differences between the accounting basis and the tax basis of the Company’s assets 
and liabilities at enacted tax rates expected to be in effect when the amounts related 
to such temporary differences are realized or settled.

Stock Split
On September 10, 2012, stockholders of record as of the close of business, the record 
date, received an additional three shares of common stock for every one share held. 
The four-for-one split of its common stock was distributed on September 20, 2012 
by means of a book entry deposit into the stockholders account at the Registrar 
and Transfer Company. The Company transferred $847,197 from retained earnings 
to common stock, representing the par value of additional shares issued. All share 
and per share amounts for all periods presented have been retroactively adjusted to 
reflect the stock split.

Earnings Per Common Share
Earnings per common share excludes dilution and is computed by dividing income 
available to common stockholders by the weighted-average number of common 
shares outstanding for the period. Diluted earnings per common share, if any, reflects 
the potential dilution that could occur if securities or other contracts to issue common 
stock were exercised or converted into common stock or resulted in the issuance of 
common stock that then shared in the earnings of the entity. There were no dilutive 
securities or other contracts during the two-year period ended December 31, 2012.

Reconciliation of the numerator and the denominator of the earnings per share 
computation is as follows for the years ended December 31:

2012 2011
Net income as reported  $ 1,245,495 $  1,091,679
Preferred stock net accretion                      -   (146,249)
Preferred stock dividends earned       (156,770)   (297,462)
 Net income available to common stockholders  $ 1,088,725 $  647,968

Average common shares outstanding   749,602   751,240
 Earnings per common share $             1.45 $  0.86

recently issued Accounting Pronouncements
In April 2011, the Financial Accounting Standards Board (FASB) issued Accounting 
Standard Update (ASU) 2011-02, A Creditor’s Determination of Whether a 
Restructuring Is a Troubled Debt Restructuring. This ASU provides additional guidance 
or clarification to help creditors determine whether a restructuring constitutes a 
troubled debt restructuring. The amendments in this ASU are effective for annual 
periods ending on or after December 15, 2012, including interim periods within those 
annual periods. Additional disclosures are also required under this ASU. The adoption 
of this ASU did not have a material impact on the Company’s consolidated financial 
statements.

In May 2011, the FASB issued ASU 2011-04, Amendments to Achieve Common Fair 
Value Measurement and Disclosure Requirements in U.S. GAAP and International 
Financial Reporting Standards. The amendments in this ASU explain how to measure 
fair value. They do not require additional fair value measurements and are not 
intended to establish valuation standards or affect valuation practices outside of 
financial reporting. The amendments in this ASU are to be applied prospectively. The 
amendments in this ASU are effective for annual periods beginning after December 
15, 2011. The adoption of this ASU did not have a material impact on the Company’s 
consolidated financial statements.

In June 2011, the FASB issued ASU No. 2011-05, Presentation of Comprehensive Income, 
to improve the comparability, consistency and transparency of financial reporting, to 
increase the prominence of items reported in other comprehensive income or loss 
and to facilitate convergence of U.S. GAAP and IFRS. The ASU eliminates the option 
to present components of other comprehensive income as part of the statement of 
changes in capital and requires that all components of other comprehensive income 
or loss be presented either in a single continuous statement of comprehensive 
income or in two separate but consecutive statements. In both formats, an entity 
is required to present each component of net income along with total net income, 
each component of other comprehensive income or loss along with a total for other 

comprehensive income or loss, and a total amount for comprehensive income. The 
amendments in the ASU are to be applied retrospectively and are effective for public 
companies for fiscal years ending after December 15, 2012, and interim and annual 
periods thereafter. The adoption of this ASU did not have a material impact on the 
Company’s consolidated financial statements.

In February 2013, the FASB issued ASU No. 2013-02, Reporting of Amounts Reclassified 
out of Accumulated Comprehensive Income. The ASU adds new disclosure 
requirements for items reclassified out of accumulated other comprehensive income 
(AOCI) and is intended to help entities improve the transparency of changes in 
other comprehensive income and items reclassified out of AOCI in their financial 
statements. The guidance is effective prospectively for reporting periods beginning 
after December 15, 2013, with early adoption permitted. The adoption of this new 
guidance will not have a material effect on the Company’s consolidated financial 
statements.

reclassifications
Certain amounts in the 2011 financial statements have been reclassified to conform to 
the 2012 presentation.

Subsequent Events
For the purposes of the presentation of these financial statements in conformity with 
GAAP, management has considered transactions or events occurring through March 
19, 2013, which is the date that the financial statements are available to be issued. 
Management has not evaluated subsequent events after that date for inclusion in the 
financial statements.

2. investments in Available-for-Sale Securities 

Investments in available-for-sale securities have been classified in the consolidated 
balance sheets according to management’s intent. The amortized cost of securities 
and their approximate fair values are as follows:
 

Amortized 
Cost

Gross 
Unrealized 

Gains

Gross 
Unrealized 

Losses
 

Fair Value
December 31, 2012
 U.S. Government sponsored
  agencies and corporations $2,007,398 $             -  $9,154 $1,998,244

 State and political subdivisions  18,758,234  231,904   99,522 18,890,616
 Corporate debt securities 2,592,919   88,324   - 2,681,243
 Mortgage-backed securities 15,549,193   182,514   52,304 15,679,403
 Marketable equity securities        559,813   141,149       2,077       698,885

$39,467,557 $643,891 $163,057 $39,948,391

   
Amortized 

Cost

Gross 
Unrealized

Gains

Gross 
Unrealized 

Losses
 

Fair Value
December 31, 2011
 U.S. Government sponsored
  agencies and corporations $ 3,007,415 $      10,669 $             - $ 3,018,084

 State and political subdivisions   13,577,516  327,446  12,082 13,892,880
 Corporate debt securities   4,738,922  49,804  33,950  4,754,776
 Mortgage-backed securities   11,970,188  125,115  29,740 12,065,563
 Marketable equity securities         559,814      122,678      30,369      652,123

$33,853,855 $     635,712 $   106,141 $34,383,426

The scheduled maturities of debt securities were as follows as of December 31, 2012:

Fair Value
Due within one year $ 302,478
Due after one year through five years   7,377,676
Due after five years through ten years   13,903,384
Due after ten years   1,986,565
Mortgage-backed securities    15,679,403

$ 39,249,506

FirST CoLEBrook BAnCorP, inC. And SuBSidiAry
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Gross realized gains from sales of available-for-sale securities were $468,763 and $466,786 with no gross realized 
losses for the years 2012 and 2011, respectively.

Securities with total carrying amounts of $19,069,622 and $8,794,136 as of December 31, 2012 and 2011, respectively, 
were pledged to secure public deposits, securities sold under agreements to repurchase and for other purposes as 
required or permitted by law.

There were no securities of issuers whose aggregate carrying amount exceeded 10% of stockholders’ equity as of 
December 31, 2012.

The aggregate fair value and unrealized losses of securities that have been in a continuous unrealized-loss position 
for less than twelve months and for twelve months or more, and are considered temporarily impaired, are as follows:

Less than 12 months 12 Months or Longer Total
Fair

Value
Unrealized

Losses
Fair

Value
Unrealized

Losses
Fair

Value
Unrealized

Losses
December 31, 2012
U.S. Government sponsored agencies & corps. $ 1,998,244 $9,154 $             - $         - $1,998,244 $9,154

State and political subdivisions  6,800,005 99,522 - - 6,800,005 99,522
 Mortgage-backed securities 7,837,029 47,913 415,380 4,391 8,252,409 52,304

Marketable equity securities       372,923          2,077                   -           -     372,923      2,077

Total temporarily  impaired securities $17,008,201 $158,666 $415,380 $4,391 $17,423,581 $163,057

Less than 12 months 12 Months or Longer Total
Fair

Value
Unrealized

Losses
Fair

Value
Unrealized

Losses
Fair

Value
Unrealized

Losses
December 31, 2011

State and political subdivisions $ 1,002,728 $   12,082 $          - $           - $1,002,728 $   12,082
Corporate debt securities  1,655,028 33,950 - - 1,655,028 33,950

Mortgage-backed securities  3,525,811 29,740 - - 3,525,811 29,740
Marketable equity securities       381,654      19,431      14,812    10,938      396,466      30,369

Total temporarily impaired securities $ 6,565,221 $   95,203 $   14,812 $  10,938 $6,580,033 $   106,141

The investments in the Company’s investment portfolio that are temporarily impaired as of December 31, 2012, 
consist of debt issued by states of the United States and political subdivisions of the states, U.S. corporations, U.S. 
government sponsored agencies and corporations, and marketable equity securities. The unrealized losses in the 
above table related to debt securities are attributable primarily to changes in market interest rates and current market 
inefficiencies in the pricing of these types of securities. Company management has the ability to hold these securities 
until cost recovery occurs and considers these declines to be temporary. Company management considers the 
declines in fair value of marketable equity securities below amortized cost to be mostly due to recent uncertainties in 
the financial markets and monitors these securities on a monthly basis. Management does not intend to sell impaired 
securities in the near term and the Company has the ability to hold these securities until recovery to cost basis occurs.

For the years ended December 31, 2012 and 2011, securities with other-than-temporary impairment losses related to 
credit that were recognized in earnings consisted of a mortgage-backed security. The Company estimated the portion 
of loss attributable to credit using a discounted cash flow model based on key assumptions, such as the default rate, 
loss severity, and prepayment rate. The present values of the expected cash flows were compared to the Company’s 
holding to determine the credit-related impairment loss. Based upon the analysis of its investments, management 
recognized an other-than-temporary-impairment write down of its mortgage-backed security of $22,103 and $46,373 
as of December 31, 2012 and 2011, respectively.

3. Loans
Loans consisted of the following as of December 31:

2012 2011

Commercial, industrial and municipal $ 37,261,314 $ 33,457,137
Real estate – construction 6,490,095   11,470,107
Real estate – residential  36,151,442  37,389,230
Real estate – commercial  97,138,971  85,289,164
Manufactured housing 8,457,253   9,107,480
Consumer   1,598,621  2,355,690

 187,097,696  179,068,808
Allowance for loan losses   (1,955,691)   (2,197,575)

  Net loans $ 185,142,005 $  176,871,233

FirST CoLEBrook BAnCorP, inC. And SuBSidiAry
Notes to Consolidated Financial Statements

December 31, 2012 and 2011

“First Colebrook Bank was the only 
bank that understood my plans 
to open in Nashua, followed by 
Manchester, Derry, Keene, West 
Lebanon and Dover. They’ve been 
fantastic to work with!”

Cort Mendez
Five Guys Burgers and Fries 
LOCATIONS THROUGHOUT NH

“First Colebrook Bank is an innovative 
bank. They understand our needs and 
have become a partner of ours. First 
Colebrook focuses on the individual 
needs of small businesses in NH and 
when I call them, I know I will talk to 
someone who is really going to make 
a difference in my business.”

Joe Lombardo
New England Dragway 
EPPING, NH

CUSTOMER 
SPOTLIGHT:
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Certain directors and executive officers of the Company, and companies in which they have significant ownership interest, were customers of the Bank during 2012. Total loans 
to such persons and their companies amounted to $1,302,845 and $1,213,013 as of December 31, 2012 and 2011, respectively. During the year ended December 31, 2012, $194,552 
of principal advances were made and principal payments totaled $104,720. During the year ended December 31, 2011, $432,915 of principal advances were made and principal 
payments totaled $325,831.

An analysis of the allowance for loan losses follows for the years ended December 31, 2012 and 2011:

Year ended December 31, 2012

Real Estate Commercial, Industrial & Manufactured
Residential Construction Commercial Municipal Housing Consumer Unallocated Total

Beginning balance $ 478,535 $  49,463 $ 1,135,115 $  343,307 $  171,496 $  9,407 $  10,252 $  2,197,575
Charge-offs (384,814)  -  (431,349)  (58,108)   (85,762)  (13,060)   -    (973,093)
Recoveries  15,519  -  -   -   8,415   550   -          24,504
Provision for (reduction in) loan losses  168,150   (8,575) 329,334  132,061   70,898   25,089   (10,252)   706,705

Ending balance $ 277,390 $  40,888 $ 1,033,120 $  417,260 $  165,047 $   21,986 $   - $            1,955,691

Year ended December 31, 2011
Real Estate Commercial, Industrial & Manufactured

Residential Construction Commercial Municipal Housing Consumer Unallocated Total

Beginning balance $ 284,000 $  45,601 $ 1,706,424 $   391,986 $ 192,003 $  19,584 $  - $  2,639,598
Charge-offs   (161,494)   -  (782,298)  (249,629)  (44,879)   (25,101)   -   (1,263,401)
Recoveries   3,132   -   7,325  133,950   2,158 5,860 -   152,425
Provision for  loan losses   352,897   3,862   203,664   67,000   22,214   9,064   10,252   668,953

Ending balance $  478,535 $  49,463 $  1,135,115 $  343,307 $  171,496 $  9,407 $  10,252 $  2,197,575

The following table presents the allowance for loan losses and select loan information for the years ended December 31, 2012 and 2011:

2012 Real Estate Commercial, Industrial Manufactured
Residential Construction Commercial & Municipal Housing Consumer Unallocated Total

Allowance for loan losses:
 Individually evaluated for impairment  $29,049  $-  $29,532  $ 84,986  $46,000  $8,734  $                  -  $198,301
 Collectively evaluated for impairment  248,341  40,888  1,003,588                               332,274            119,047  13,252                     -              1,757,390

Ending balance  $277,390 $40,888  $1,033,120  $                              417,260  $        165,047  $21,986  $    $           1,955,691

Loans:
 Individually evaluated for impairment  $29,049 $ -  $  743,101  $214,617 $65,439  $8,734   $1,060,940
 Collectively evaluated for impairment  36,122,393  6,490,095  96,395,870                          37,046,697        8,391,814  1,589,887           186,036,756

    
Ending balance $36,151,442 $ 6,490,095 $ 97,138,971 $ 37,261,314  $     8,457,253  $1,598,621 $      187,097,696

2011 Real Estate Commercial, Industrial Manufactured
Residential Construction Commercial & Municipal Housing Consumer Unallocated Total

Allowance for loan losses:
 Individually evaluated for impairment  $ -  $              -  $               -  $                                          -  $                      - $ - $ -  $                   -
 Collectively evaluated for impairment  478,535       49,463       1,135,115   343,307  171,496        9,407  10,252        2,197,575

          
Ending balance  $      478,535  $     49,463  $    1,135,115 $                             343,307  $           171,496 $        9,407 $ 10,252  $      2,197,575

Loans:
 Individually evaluated for impairment $ -  $               -  $    424,783 $    16,281 $ -  $                -   $441,064
 Collectively evaluated for impairment  37,389,230  11,470,107  84,864,381                          33,440,856         9,107,480  2,355,690      178,627,744

Ending balance $37,389,230  $11,470,107  $85,289,164  $                          33,457,137 $       9,107,480  $2,355,690  $179,068,808

Credit Quality Information
The Company utilizes a seven grade internal loan rating system for commercial real estate, construction and commercial loans as follows:

Loans rated 1 - 3: Loans in these categories are considered “pass” rated loans with low to average risk.
Loans rated 4: Loans in this category are considered “special mention.” These loans are starting to show signs of potential weakness and are being closely monitored by 
management.
Loans rated 5: Loans in this category are considered “substandard.” Generally, a loan is considered substandard if it is inadequately protected by the current net worth and 
paying capacity of the obligors and/or the collateral pledged. There is a distinct possibility that the Company will sustain some loss if the weakness is not corrected.
Loans rated 6: Loans in this category are considered “doubtful.” Loans classified as doubtful have all the weaknesses inherent in those classified substandard with the added 
characteristic that the weaknesses make collection or liquidation in full, on the basis of currently existing facts, highly questionable and improbable.
Loans rated 7: Loans in this category are considered uncollectible (“loss”) and of such little value that their continuance as loans is not warranted.
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On an annual basis, or more often if needed, the Company formally reviews the ratings on all commercial real estate, 
construction and commercial loans. For residential real estate and consumer loans, the Company initially assesses credit 
quality based upon the borrower’s ability to pay and subsequently monitors these loans based on the borrower’s payment 
activity.

The following table presents the Company’s loans by risk rating as of December 31, 2012 and 2011:

2012 Real Estate
Commercial, 
Industrial & Manufactured

Residential Construction Commercial Municipal Housing Consumer Total
Pass  $35,458,285 $ 6,490,095 $ 84,043,166 $ 33,026,563  $8,370,811 $ 1,589,468  $168,978,388
Special mention 285,739  -  8,294,691  3,531,657  - - 12,112,087
Substandard        407,418                      -        4,801,114            703,094        86,442             9,153        6,007,221

 Total  $36,151,442  $6,490,095 $ 97,138,971 $ 37,261,314  $8,457,253 $ 1,598,621 $ 187,097,696

2011 Real Estate
Commercial, 
Industrial & Manufactured

Residential Construction Commercial Municipal Housing Consumer Total

Pass $ - $ 11,470,107 $74,293,937 $28,724,418 $ -  $ -  $114,488,462
Special mention  157,828  -  7,862,155  2,342,672  -  -  10,362,655
Substandard  649,693  -  3,133,072  2,390,047  -  -  6,172,812
Not formally rated 36,581,709                -                -                - 9,107,480  2,355,690  48,044,879

 Total $37,389,230 $11,470,107 $85,289,164 $33,457,137 $9,107,480 $ 2,355,690 $179,068,808

The following table sets forth information regarding nonaccrual loans and past-due loans as of December 31, 2012 and 2011:

2012
30-59 Days
Past Due

60-89 Days
Past Due

90 Days
or More 
Past Due 

Total 
Past Due Current Total Loans

90 Days and 
Accruing

Recorded 
Investment 
Nonaccrual 

Loans 

Real estate:
 Residential  $309,678 $ 74,585 $65,439 $ 449,702  $35,701,740  $36,151,442  $            - $ 464,811
  Construction  - -  -  -  6,490,095  6,490,095  -  -
 Commercial  360,442  349,981  148,905 859,328  96,279,643  97,138,971  -  573,361
Commercial,
   industrial and        
   municipal  290,912  301,352  597,974  1,190,238  36,071,076  37,261,314  597,974  52,200

Manufactured 
   housing  -

  
 - - -  8,457,253  8,457,253  -  -

Consumer      16,082            8,734               -         24,816      1,573,805        1,598,621               -               418

   $977,114 $ 734,652 $812,318 $2,524,084 $184,573,612  $187,097,696  $597,974 $ 1,090,790

2011 30-59 Days
Past Due

60-89 Days
Past Due

90 Days
or More 
Past Due 

Total 
Past Due Current Total Loans

90 Days and 
Accruing

Recorded 
Investment 
Nonaccrual 

Loans 

Real estate:
Residential  $340,014 $ - $19,074 $ 359,088 $37,030,142 $37,389,230 $19,074 $459,161
Construction  - - -  - 11,470,107 11,470,107 - -

Commercial  647,467 - 159,859  807,326 84,481,838 85,289,164 - 424,783
Commercial,
   industrial and        
   municipal  61,008 43,548 -  104,556 33,352,581 33,457,137 - 16,281

Manufactured
housing  - - -  - 9,107,480 9,107,480 - -

Consumer         12,751            -              -            12,751     2,342,939      2,355,690            -      1,420

  
 $1,061,240 $43,548 $178,933 $ 1,283,721 $177,785,087 $179,068,808 $19,074 $901,645

“First Colebrook Bank is the 
community bank that knows my 
name, my business, and what’s 
important to me — and all with 
the up-to-date technology to 
help my business grow.”

Stacey Hicks
Carlisle Place Physical Therapy
JEFFERSON, NH

“With First Colebrook Bank, 
we’re working with our 
neighbors. They’re business-
friendly, they understand what 
we need, and have given us the 
tools to allow us to grow.”

Dave Fuller
Fuller’s Sugarhouse
LANCASTER, NH
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The following table presents a summary of information pertaining to impaired loans 
by loan segment as of and for the years ended December 31, 2012 and 2011:

2012
Recorded 

Investment

Unpaid 
Principal 
Balance

Related 
Allowance

Average 
Recorded 

Investment

Interest 
Income 

Recognized

With no related allowance 
recorded

  
 

  
 

  
 

  
    

 Real estate - residential $  - $  - $  - $  - $  -
 Real estate - commercial  418,890  450,279   - 432,465   4,939

 Commercial, industrial 
and municipal   52,200   57,736   -  56,253   356

 Manufactured housing   -   -   -   -   -
 Consumer   -  -   -   -   -

$ 471,090 $ 508,015 $  - $ 488,718 $  5,295
With an allowance 
recorded

  
 

  
 

  
 

  
 

  
 

 Real estate - residential $  29,049 $ 29,049 $ 29,049 $ 29,049 $  -

 Real estate - commercial   324,211
  

325,761  29,532 352,258   764
 Commercial, industrial 

and municipal 
   

162,417
   

162,417
   

84,986
   

162,593
   

5,408
 Manufactured housing   65,439  65,439 46,000  65,439   -
 Consumer   8,734   8,734   8,734   8,734   -

$  589,850 $ 591,400 $ 198,301 $ 618,073 $  6,172
Total           
 Real estate - residential $  29,049 $ 29,049 $  29,049 $    29,049 $  -
 Real estate - commercial   743,101 776,040 29,532 784,723   5,703
 Commercial, industrial 

and municipal   214,617  220,153 84,986 218,846   5,764
 Manufactured housing  65,439 65,439 46,000 65,439   -
 Consumer   8,734  8,734  8,734  8,734   -
  Total impaired loans $1,060,940 $1,099,415 $ 198,301 $1,106,791 $  11,467

2011
Recorded 

Investment

Unpaid 
Principal 
Balance

Related 
Allowance

Average 
Recorded 

Investment

Interest 
Income 

Recognized

With no related allowance 
recorded

  
 

  
 

  
 

  
 

  
 

 Real estate – commercial $ 424,783 $ 441,487 $  - $1,073,095 $  -
 Commercial, industrial 

and municipal   16,281   19,451   -  156,211   3,025
$ 441,064 $ 460,938 $  - $1,229,306 $  3,025

With an allowance 
recorded

  
 

  
 

  
 

  
 

  
 

 Real estate – commercial $  - $  - $  -$  - $  -
 Commercial, industrial   

and municipal   -   -   -  -   -
$  - $  - $  -$  - $  -
          

Total           
 Real estate – commercial $ 424,783 $ 441,487 $  - $1,073,095 $  -
 Commercial, industrial 

and municipal   16,281   19,451   -  156,211   3,025
  Total impaired loans $ 441,064 $ 460,938 $  - $1,229,306 $  3,025

Troubled Debt Restructurings
A loan modification constitutes a TDR if the Company, for economic or legal reasons 
related to the borrower’s financial difficulties, grants a concession to the borrower 
that it would not otherwise consider. To determine whether or not a loan should be 
classified as a TDR, management evaluates a loan based upon the following criteria:

•	 The borrower demonstrates financial difficulty; common indicators include 
past due status with bank obligations, substandard credit bureau reports, or an 
inability to refinance with another lender, and

•	 The Company has granted a concession; common concessions include 
maturity date extension, interest rate adjustments to below market pricing, reduction 
of principal and deferment of payments.

The following table presents the recorded investment in TDRs as of December 31, 
2012, based on payment performance status:

Commercial and Industrial Commercial Real Estate Total
Performing  $  135,364 $  249,828 $385,192
Non-performing    -   -   -

 Total  $  135,364 $ 249,828 $385,192

There were no troubled debt restructurings as of December 31, 2011.

Troubled debt restructured loans are considered impaired. As of December 31, 
2012, there were no commitments to lend additional amounts to customers with 
outstanding loans that are classified as troubled debt restructurings. 

During the twelve months ending December 31, 2012, certain loan modifications 
were executed which constituted troubled debt restructurings. Substantially 
all of these modifications included one or a combination of the following: (1) an 
extension of the maturity date at a stated rate of interest lower than the current 
market rate for new debt with similar risk, (2) temporary change in the scheduled 
payment amount, or (3) the extension of the maturity date. Management performs 
a discounted cash flow calculation or an evaluation of the fair value of the collateral 
if a loan is collateral dependent to determine the amount of impairment reserve (if 
any) required on each of the troubled debt restructurings. Any reserve required is 
recorded through the provision for loan losses.

The following table summarizes troubled debt restructurings that occurred during 
the year ended December 31, 2012 

Number 
of Loans

Pre-Modification 
Outstanding  

Recorded Investment

Post-Modification 
Outstanding 

Recorded Investment
Commercial and industrial 2 $  139,373 $  139,373
Commercial real estate 3   323,561   256,154

Total 5 $  462,934 $  398,527
 
There were no troubled debt restructurings during the year ended December 31, 
2011.

A loan is considered to be in payment default once it is greater than 30 days 
contractually past due under the modified terms. There were no troubled debt 
restructurings modified within the previous twelve months that have defaulted 
during the year ended December 31, 2012.  

Loan Servicing Rights
Loans serviced for others are not included in the accompanying consolidated 
balance sheets. The unpaid principal balances of mortgage and other loans 
serviced for others were $5,944,872 and $5,352,843 at December 31, 2012 and 2011, 
respectively.

The Company has not recorded a mortgage servicing asset because the amount is 
not material to the consolidated financial statements.

4. Premises and Equipment 
The following is a summary of premises and equipment as of December 31:

2012 2011

Land $   812,036 $   812,036
Building and improvements    4,797,625    5,270,544
Leasehold improvements    708,284    708,284
Capital lease – building    115,000    115,000
Furniture and equipment    3,100,606    3,079,387

   9,533,551    9,985,251
Accumulated depreciation    (4,902,546)    (5,037,829)

$  4,631,005 $  4,947,422

FirST CoLEBrook BAnCorP, inC. And SuBSidiAry
Notes to Consolidated Financial Statements

December 31, 2012 and 2011
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As of December 31, 2012, the Bank was obligated under 
a non-cancelable operating lease for bank premises 
expiring in December 2016. The total minimum rental 
due in future periods under the existing agreement is 
as follows as of December 31, 2012:

The lease contains provisions for escalation of minimum lease payments contingent 
upon percentage increases in the consumer price index. Total rental expense 
amounted to $61,918 and $60,308 for the years ended December 31, 2012 and 2011, 
respectively.

Capital Lease Obligation
The following is a schedule by years of future minimum lease payments under a 
capital lease together with the present value of the net minimum lease payments as 
of December 31, 2012:

2013 $   11,904
2014    11,904
2015    11,904
2016    11,904

   47,616
Less amount representing interest    5,768

Present value of net minimum lease payments $   41,848

5. deposits 
The aggregate amount of time deposit accounts in 
denominations of $100,000 or more as of December 31, 
2012 and 2011 was $34,591,566 and $31,201,901, respectively.

For time deposits as of December 31, 2012, the scheduled 
maturities for each of the following years ended 
December 31 are as follows:

Deposits from related parties held by the Company as of December 31, 2012 and 2011 
amounted to $7,291,852 and $4,989,553, respectively.

6. Securities Sold under Agreements to repurchase 
The securities sold under agreements to repurchase as of December 31, 2012 and 
2011, are securities sold on a short-term basis by the Bank that have been accounted 
for not as sales but as borrowings. The securities consisted of obligations issued by 
U.S. Government sponsored agencies and corporations and state and political sub-
divisions. The securities were held in the Bank’s safekeeping account at Wells Fargo 
under the control of the Bank and pledged to the purchasers of the securities. The 
purchasers have agreed to sell to the Bank substantially identical securities at the 
maturity of the agreements.

7. Borrowings
Advances consist of funds 
borrowed from the FHLB 
of Boston, Federal Reserve 
Bank (FRB), and Bankers’ 
Bank Northeast (BBNE). 
Amounts owed to each 
creditor as of December 31 
are as follows:

Maturities of advances for the years ending after 
December 31, 2012 are summarized as follows:

Borrowings from the FHLB of Boston are secured by a blanket lien on qualified 
collateral, consisting primarily of loans with first mortgages secured by one- to four-
family properties and other qualified assets.

Borrowings from the FRB are secured by bank-held securities and the borrowings 
from BBNE are unsecured.

At December 31, 2012, the interest rates on FHLB of Boston advances ranged from 
0.35% to 2.49%, with a weighted average interest rate of 1.06% at December 31, 2012. 

The interest rate on FRB and BBNE advances was 0.75%.

8. income Taxes 
The components of income tax expense (benefit) are as follows for the years ended 
December 31:

2012 2011
Current tax expense (benefit)
 Federal $  206,849 $  (137,479)
 State   45,057   1,990
  Total current income tax expense (benefit)   251,906   (135,489)

Deferred tax expense
 Federal   174,568   352,818
 State   16,426   43,966
 Change in valuation allowance   -   17,500
  Total deferred income tax expense   190,994   414,284

  Total income tax expense $  442,900 $  278,795

The reasons for the differences between the statutory federal income tax rate and 
the effective tax rates are summarized as follows for the years ended December 31:

% of Income

2012 2011

Tax at statutory rate 34.0 34.0
State income tax expense, net of federal expense 2.4 2.2
Tax-exempt interest  (8.6)  (7.8)
Dividend exclusion (0.4) (1.1)
Dissallowed interest expense 0.5 0.5
Nondeductible expenses 0.2 0.3
Increase in cash surrender value of life insurance policies  (2.3)  (2.8)
New markets tax credit  0.0  (10.0)
Other 0.4 3.7
Change in valuation allowance  0.0  1.3

 Effective tax rate        26.2%         20.3%

The Company had gross deferred tax assets and gross deferred tax liabilities as 
follows as of December 31:

2012 2011

Deferred tax assets
 Bad debts $  467,749 $614,335
 Deferred compensation   384,223 432,240
 Interest on nonperforming loans   36,869  22,138
 Tax credits   671,255  671,705
 Writedown of securities   123,757  115,003
 Writedown of OREO   109,130  109,131
 Capital loss carryforward   128,160  128,160
 State net operating loss carryforward   -  40,315
 Federal alternative minimum tax credit carryforward   92,145  92,145
 Other, net   181,793   77,132

  Gross deferred tax assets  2,195,081 2,302,304

  Valuation allowance   (77,130)   (77,130)

    2,117,951  2,225,174

FirST CoLEBrook BAnCorP, inC. And SuBSidiAry
Notes to Consolidated Financial Statements

December 31, 2012 and 2011

2013 $  66,998
2014   66,998
2015   66,998
2016   66,998

$  267,992

2013 $    33,739,990
2014  19,940,234
2015   11,923,309
2016  6,979,686
2017        1,292,730

$    73,875,949

2012 2011

FHLB of Boston $ 8,426,000 $5,000,000
FRB 2,000,000 -
BBNE 2,000,000  -

$12,426,000 $5,000,000

2013  $ 7,426,000
2014   2,000,000
2015   2,000,000
2016   1,000,000

 $ 12,426,000
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Deferred tax liabilities     
 Depreciation  (176,300)  (176,298)
 Net unrealized holding on available-for-sale securities  (190,459)  (209,763)
 Other  (88,686)  -

  Gross deferred tax liabilities  (455,445)  (386,061)

  Net deferred tax asset $ 1,662,506$  1,839,113

In assessing the realizability of deferred tax assets, management considers whether 
it is more likely than not that some portion or all of the deferred tax assets will not 
be realized. The ultimate realization of deferred tax assets is dependent upon the 
reversal of deferred tax liabilities and generation of future taxable income during 
the periods in which those temporary differences become deductible. Management 
considers the scheduled reversal of deferred tax liabilities, projected future taxable 
income and tax planning strategies in making this assessment. Based upon such 
information, management believes it is more likely than not the Company will realize 
the benefits of the deferred tax assets, net of the valuation allowance provided, as of 
December 31, 2012.

It is the Company’s policy to provide for uncertain tax positions and the related 
interest and penalties based upon management’s assessment of whether a tax benefit 
is more likely than not to be sustained upon examination by tax authorities. As of 
December 31, 2012 and 2011, there were no material uncertain tax positions related to 
federal and state income tax matters. The Company is currently open to audit under 
the statute of limitations by the Internal Revenue Service and state taxing authorities 
for the years ended December 31, 2009 through December 31, 2011. 

9. Commitments and Contingent Liabilities 

Data Processing Services
The Company entered into an agreement with a third party in which the third party 
is to provide the Company with data processing, and other miscellaneous services. 
The Company may cancel the agreement at any time, provided the Company pays an 
early termination fee as defined in the agreement.

Legal Contingencies
Various legal claims arise from time-to-time in the normal course of business which, 
in the opinion of management, will have no material effect on the Company’s 
consolidated financial statements.

10. Financial instruments with off-Balance Sheet risk
The Company is party to financial instruments with off-balance sheet risk in the normal 
course of business to meet the financing needs of its customers. These financial 
instruments include commitments to originate loans, standby letters of credit and 
unadvanced funds on loans. The instruments involve, to varying degrees, elements 
of credit risk in excess of the amount recognized in the balance sheets. The contract 
amounts of those instruments reflect the extent of involvement the Company has in 
particular classes of financial instruments.

The Company’s exposure to credit loss in the event of nonperformance by the 
other party to the financial instrument for loan commitments and letters of credit is 
represented by the contractual amounts of those instruments. The Company uses the 
same credit policies in making commitments and conditional obligations as it does for 
on-balance sheet instruments.

Commitments to originate loans are agreements to lend to a customer provided 
there is no violation of any condition established in the contract. Commitments 
generally have fixed expiration dates or other termination clauses and may require 
payment of a fee. Since many of the commitments are expected to expire without 
being drawn upon, the total commitment amounts do not necessarily represent future 
cash requirements. The Company evaluates each customer’s creditworthiness on a 
case-by-case basis. The amount of collateral obtained, if deemed necessary by the 
Company upon extension of credit, is based on management’s credit evaluation of 
the borrower. Collateral held varies, but may include secured interests in mortgages, 
accounts receivable, inventory, property, plant and equipment and income-producing 
properties.

Standby letters of credit are conditional commitments issued by the Company to 
guarantee the performance by a customer to a third party. The credit risk involved 
in issuing letters of credit is essentially the same as that involved in extending loan 

facilities to customers. As of December 31, 2012 and 2011, the maximum potential 
amount of the Company’s obligation was $739,377 and $505,808, respectively, for 
financial and standby letters of credit. The Company’s outstanding letters of credit 
generally have a term of less than one year. If a letter of credit is drawn upon, the 
Company may seek recourse through the customer’s underlying line of credit. If the 
customer’s line of credit is also in default, the Company may take possession of the 
collateral, if any, securing the line of credit.

The notional amounts of financial instrument liabilities with off-balance sheet credit 
risk are as follows as of December 31:

2012 2011

Commitments to originate loans $  9,259,500 $ 6,298,671
Standby letters of credit   739,377   505,808
Overdraft protection   2,791,124  1,558,005

Unadvanced portion of loans:
  
 

  
 

 Home equity loans   3,873,079   5,226,779
 Commercial loans   16,290,668  12,675,974
 Municipal loans   1,425,000  1,343,000
 Residential construction   632,337              2,392,019

$  35,011,085 $    30,000,256

There is no material difference between the notional amounts and the estimated fair 
values of the off-balance sheet liabilities.

11. Significant Group Concentration of Credit risk
The Company’s operations are affected by various risk factors, including interest 
rate risk, credit risk, and risk from geographic concentration of lending activities. 
Management attempts to manage interest rate risk through various asset/liability 
management techniques designed to match maturities of assets and liabilities. Loan 
policies and administration are designed to provide assurance that loans will only 
be granted to creditworthy borrowers, although credit losses are expected to occur 
because of subjective factors beyond the control of the Company. Although the 
Company has a diversified loan portfolio and economic conditions are stable, most 
of its lending activities are conducted within the state of New Hampshire. As a result, 
the Company and its borrowers may be especially vulnerable to the consequences 
of changes in the local economy. In addition, a substantial portion of the Company’s 
loans are secured by real estate located in the state of New Hampshire.

12. Employee Benefits
The Company has deferred compensation plans for key employees providing for the 
payment of benefits upon retirement or death. Under the plans, these employees 
may elect to receive specific retirement payments for a term of five or ten years 
with payments made to either the employee or their beneficiaries. The plans also 
provide for reduced benefits upon early retirement or termination of employment. 
The Company has purchased whole life insurance policies on each of the participant’s 
lives to assist in the administration of the plan. The participants and their beneficiaries 
have no ownership interest in such policies and have no greater interest in the benefits 
under the plan than that of an unsecured creditor of the Company. The Company also 
had a deferred compensation index plan which was terminated effective December 
31, 2008. Each participant of the index plan has agreed to receive their accrued 
benefit, which amounted to $749,798, in either a lump sum payment or over a period 
of five years, beginning January 1, 2009 if retired, or at retirement date.

The Company has Director Fee Continuation Agreements with its directors which are 
unfunded arrangements maintained to provide supplemental retirement benefits for 
directors. Under the agreements, directors shall be 100% vested in their benefits after 
having served five years on the Company’s Board starting with date of first service.

The total liability for the deferred compensation plans amounted to $970,016 and 
$1,091,240 at December 31, 2012 and 2011, respectively. Deferred compensation 
expense charged to operations for the plans during the years ended December 31, 
2012 and 2011 was $79,752 and $62,458, respectively.

In 2008, the Company adopted Accounting Standards Codification (ASC) 715-
60, “Compensation - Retirement Benefits - Defined Benefit Plans,” and recognized 
a liability for the Company’s future postretirement benefit obligations under the 
endorsement split-dollar life insurance arrangements. The Company recognized this 
change in accounting principle as a cumulative effect adjustment to retained earnings 
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in the amount of $233,578. The total liability for the arrangements included in other 
liabilities was $284,219 and $283,535 at December 31, 2012 and 2011, respectively.

The Company maintains a contributory 401(k) pension plan covering all employees 
who meet certain age and service requirements. Contributions to the plan are 
voluntary by the eligible participants up to certain limits. Employee contributions are 
matched up to five percent of the participant’s salary. Contributions to the plan by 
the Company for the years ended December 31, 2012 and 2011 amounted to $144,565 
and $150,568, respectively.

Four officers of the Bank have entered into change in control agreements with the 
Bank. These agreements provide that if a “change in control” has occurred, the Bank 
and/or its successor shall pay the officer a lump-sum payment equal to between one 
and three times the officer’s base salary or final compensation, as defined in the 
agreements.

13. Employee Stock ownership Plan
Effective January 1, 2011, the Company adopted The First Colebrook Bank Employee 
Stock Ownership Plan (ESOP). An acquisition loan may be used by the ESOP to 
finance the purchase of Company common stock. Company contributions for any 
plan year shall be paid in an amount determined by the Board of Directors in its 
sole discretion. The Company made a 2011 Plan year contribution to the ESOP in the 
amount of $30,000 in 2012.

Any shares of the Company purchased by the ESOP are subject to the accounting 
specified by ASC 718-40. Under the standard, as any shares purchased from borrowed 
funds are released from collateral, the Company reports compensation expense equal 
to the current market price of the shares and the shares are outstanding for earnings-
per-share computations. Also, as the shares are released, any related dividends will 
be recorded as a reduction of retained earnings and dividends on the unallocated 
shares will be recorded as a reduction of any debt and accrued interest. The ESOP 
purchased 456 shares of common stock of the Company during 2012. During 2011, no 
shares of the common stock of the Company were purchased by the ESOP. As of 
December 31, 2012 and 2011, the ESOP had no debt.

To participate in the Plan an employee (a) must be employed on the last day of the 
Plan year unless the employee has died, retires at normal retirement age or becomes 
disabled during the Plan year, and (b) have at least 1,000 hours of service during the 
Plan year.

Eighty percent of Company contributions and forfeitures shall be allocated in the ratio 
that the compensation of each eligible participant bears to the total compensation 
of all eligible participants. Twenty percent of Company contributions and forfeitures 
shall be allocated in the ratio that the number of full years of employment of each 
eligible participant bears to the total number of full years of employment of all eligible 
participants.

Any cash dividends paid on shares of Company common stock allocated to 
participants’ Company stock accounts and remitted to the ESOP trust fund will, at 
the discretion of the plan administrator and prior to the close of the plan year in which 
paid, be either (1) applied to repayment of an outstanding acquisition loan relating 
to the Company common stock upon which the dividend is received, (2) distributed 
to participants in cash, or (3) allocated to each participant’s Company contribution 
account.

14. other noninterest income and Expenses
The components of other noninterest income and expenses which are in excess of 
1% of total revenues (total interest and dividend income and noninterest income) and 
not shown separately in the statements of income are as follows for the years ended 
December 31:

2012 2011

Noninterest income
 Master money income $235,011 $226,306

Noninterest expenses
 Other real estate owned expense $162,237 $296,810
 Directors’ fees    150,300   140,392
 Examination and audit expense    144,000   177,900
 Debit card expense    120,789   87,879

15. regulatory Matters
The Bank is subject to various regulatory capital requirements administered by the 
federal banking agencies. Failure to meet minimum capital requirements can initiate 
certain mandatory and possibly additional discretionary actions by regulators that, 
if undertaken, could have a direct material effect on the Bank’s financial statements. 
Under capital adequacy guidelines and the regulatory framework for prompt 
corrective action, the Bank must meet specific capital guidelines that involve 
quantitative measures of its assets, liabilities, and certain off-balance-sheet items as 
calculated under regulatory accounting practices. Capital amounts and classification 
are also subject to qualitative judgments by the regulators about components, risk 
weightings and other factors.

Quantitative measures established by regulation to ensure capital adequacy require 
the Bank to maintain minimum amounts and ratios (set forth in the table below) 
of total and Tier 1 capital (as defined in the regulations) to risk-weighted assets (as 
defined), and of Tier 1 capital (as defined) to average assets (as defined). Management 
believes, as of December 31, 2012 and 2011, that the Bank meets all capital adequacy 
requirements to which it is subject.

As of December 31, 2012, the most recent notification from the Federal Deposit 
Insurance Corporation categorized the Bank as well capitalized under the regulatory 
framework for prompt corrective action. To be categorized as well capitalized the Bank 
must maintain minimum total risk-based, Tier 1 risk-based and Tier 1 leverage ratios as 
set forth in the table. There are no conditions or events since that notification that 
management believes have changed the Bank’s category. The Bank’s actual capital 
amounts and ratios are also presented in the table. The Company is subject to similar 
minimum capital requirements and the Company’s capital ratios are not materially 
different from those of the Bank. 

Actual

Minimum
Capital

Requirement

Minimum To Be Well
Capitalized Under
Prompt Corrective
Action Provisions

(Dollars in thousands) Amount Ratio Amount Ratio Amount Ratio

December 31, 2012

Total Capital to Risk Weighted 
Assets:

 First Colebrook Bank $23,633 12.8% $14,804 8% $  18,506 10%

Tier 1 Capital to Risk Weighted 
Assets: 

 First Colebrook Bank $21,673 11.7% $ 7,402 4% $  11,103 6%

Tier 1 Capital to Average Assets:
 First Colebrook Bank $21,673 8.9% $ 9,784 4% $  12,230 5%

December 31, 2011

Total Capital to Risk Weighted 
Assets:

 First Colebrook Bank $22,696 12.74% $ 14,251  8% $  17,814 10%

Tier 1 Capital to Risk Weighted 
Assets: 

 First Colebrook Bank $20,495 11.51% $ 7,125 4% $  10,688 6%

Tier 1 Capital to Average Assets:
 First Colebrook Bank $20,495 8.74% $ 9,385 4% $  11,731 5%

16. Fair Value Measurements and disclosures
Fair value is defined as the exchange price that would be received for an asset or 
paid to transfer a liability (an exit price) in the principal or most advantageous market 
for the asset or liability in an orderly transaction between market participants on the 
measurement date. GAAP also establishes a fair value hierarchy which requires an 
entity to maximize the use of observable inputs and minimize the use of unobservable 
inputs when measuring fair value. The three levels of inputs that may be used to 
measure fair value are: 
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Level 1: Quoted prices (unadjusted) or identical assets or liabilities in active markets that the entity has the ability to access as 
of the measurement date. 

Level 2: Significant other observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities, quoted 
prices in markets that are not active, and other inputs that are observable or can be corroborated by observable market data. 

Level 3: Significant unobservable inputs that reflect a company’s own assumptions about the assumptions that market 
participants would use in pricing an asset or liability.

A financial instrument’s level within the fair value hierarchy is based on the lowest level of input that is significant to the fair 
value measurement.

A description of the valuation methodologies used for instruments measured at fair value, as well as the general classification 
of such instruments pursuant to the valuation hierarchy, is set forth below. These valuation methodologies were applied to all of 
the Company’s financial assets and financial liabilities carried at fair value for December 31, 2012 and 2011. The Company did not 
have any significant transfers of assets between Level 1 and Level 2 of the fair value hierarchy during the years ended December 
31, 2012 and 2011.

The Company’s marketable equity securities are generally classified within Level 1 of the fair value hierarchy because they are 
valued using quoted market prices.

The Company’s investment in mortgage-backed securities and other debt securities available-for-sale is generally classified 
within Level 2 of the fair value hierarchy. For these securities, management obtains fair value measurements from independent 
pricing services. The fair value measurements consider observable data that may include dealer quotes, market spreads, cash 
flows, the U.S. treasury yield curve, trading levels, market consensus prepayment speeds, credit information and the instrument’s 
terms and conditions. Level 3 of the fair value hierarchy is for positions that are not traded in active markets or are subject to 
transfer restrictions, valuations are adjusted to reflect illiquidity and/or non-transferability, and such adjustments are generally 
based on available market evidence. In the absence of such evidence, management’s best estimate is used. Subsequent to 
inception, management only changes Level 3 inputs and assumptions when corroborated by evidence such as transactions 
in similar instruments, completed or pending third-party transactions in the underlying investment or comparable entities, 
subsequent rounds of financing, recapitalization and other transactions across the capital structure, offerings in the equity or 
debt markets, and changes in financial ratios or cash flows.

The Company’s impaired loans are reported at the fair value of the underlying collateral if repayment is expected solely from 
the collateral. Collateral values are estimated using Level 2 inputs based upon appraisals of similar properties obtained from a 
third party. For Level 3 inputs, fair value is based upon management estimates of the value of the underlying collateral or the 
present value of the expected cash flows.

Other real estate owned values are estimated using Level 2 inputs based upon appraisals of similar properties obtained from a 
third party. For Level 3 inputs, fair values are based on management estimates.

The following summarizes assets measured at fair value as of December 31, 2012 and 2011.

Assets measured at fair value on a recurring basis using a market approach:

 Fair Value Measurements Using

Total

Quoted Prices In Active 
Markets for Identical Assets

(Level 1)

Significant Other 
Observable Inputs 

(Level 2)

Significant 
Unobservable Inputs

(Level 3)
December 31, 2012
 U.S. Government sponsored
  agencies and corporations $1,998,244 $ - $ 1,998,244 $  -
  State and political subdivisions  18,890,616   -   18,890,616   -
 Corporate debt securities  2,681,243   -      2,681,243   -
 Mortgage-backed securities  15,679,403   -   15,679,403   -
 Marketable equity securities   698,885   698,885   -   -
 
  Totals $39,948,391 $ 698,885 $ 39,249,506 $  -

December 31, 2011
 U.S. Government sponsored
  agencies and corporations $ 3,018,084 $  - $  3,018,084 $  -
  State and political subdivisions  13,892,880   -   13,892,880   -
 Corporate debt securities   4,754,776   -   4,754,776   -
 Mortgage-backed securities  12,065,563   -   12,065,563   -
 Marketable equity securities   652,123    652,123   -   -

  Totals $34,383,426 $  652,123 $  33,731,303 $  -

FirST CoLEBrook BAnCorP, inC. And SuBSidiAry
Notes to Consolidated Financial Statements

December 31, 2012 and 2011

“As the owner of a third 
generation business, I need 
a bank and banker who 
understands me and my 
business. Ben Wheeler and 
First Colebrook Bank not 
only understand, they make 
banking easy.”

Jim Sanders
Sanders Lobster Company
PORTSMOUTH, NH

“First Colebrook Bank is 
always there to meet my 
needs. I like and appreciate 
the friendly, hometown 
atmosphere of everyone at 
First Colebrook.”

Paul Kamakas
Bratskellar Pub &
Dinnerhorn Restaurant
PORTSMOUTH, NH
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Assets measured at fair value on a nonrecurring basis:

Under certain circumstances the Bank makes adjustments to fair value for assets 
and liabilities although they are not measured at fair value on an ongoing basis. The 
following table presents the financial instruments carried on the consolidated balance 
sheet by caption and by level in the fair value hierarchy at December 31, 2012 and 2011, 
for which a nonrecurring change in fair value has been recorded:

Fair Value Measurements Using

Total

Quoted Prices In 
Active Markets for 

Identical Assets
(Level 1)

Significant Other 
Observable 

Inputs 
(Level 2)

Significant 
Unobservable 

Inputs
(Level 3)

December 31, 2012
Other real estate 
owned $882,779 $ - $ - $  882,779
Impaired loans  391,549 $ -   391,549 $  -

December 31, 2011
Other real estate 
owned $1,715,961 $ - $  - $  1,715,961

The following table reconciles activity 
for the years ended December 31, 
2012 and 2011 of other real estate 
owned measured at fair value on a 
nonrecurring basis using significant
unobservable Level 3 inputs:

ASC 825, “Financial Instruments,” requires that the Company disclose estimated fair 
value for its financial instruments. Fair value methods and assumptions used by the 
Company in estimating its fair value disclosures are as follows:

Cash and cash equivalents: The carrying amounts reported in the balance sheets for 
cash and cash equivalents approximate those assets’ fair values.

Interest-bearing deposits with banks: The fair values of interest-bearing deposits with 
banks are estimated using discounted cash flow analyses using interest rates currently 
being offered for deposits with similar terms to investors.

Investments in available-for-sale securities: Fair values for securities, excluding FHLB 
of Boston stock, are determined by obtaining quoted market prices on nationally 
recognized securities exchanges or matrix pricing, which is a mathematical technique 
used widely in the industry to value debt securities without relying exclusively on 
quoted prices for the specific securities, but rather by relying on the securities’ 
relationship to other benchmark quoted securities. The carrying value of FHLB of 
Boston stock approximates fair value based on the redemption provisions of the 
FHLB of Boston.

Loans receivable: For variable-rate loans that reprice frequently and with no significant 
change in credit risk, fair values are based on carrying values. The fair values for other 
loans are estimated using discounted cash flow analyses, using interest rates currently 
being offered for loans with similar terms to borrowers of similar credit quality.

Accrued interest receivable: The carrying amount of accrued interest receivable 
approximates its fair value.

Deposits: The fair values disclosed for demand deposits (e.g., interest and non-interest 
checking, passbook savings and money market accounts) are, by definition, equal to 
the amount payable on demand at the reporting date (i.e., their carrying amounts). 
Fair values for fixed-rate certificate accounts are estimated using a discounted cash 
flow calculation that applies interest rates currently being offered on certificates to a 
schedule of aggregated expected monthly maturities on certificate accounts.

Borrowings: Fair values for borrowings are estimated using a discounted cash flow 
technique that applies interest rates currently being offered on advances to a 
schedule of aggregated expected monthly maturities.

Securities sold under agreements to repurchase: The carrying amounts reported on 
the consolidated balance sheets for securities sold under agreements to repurchase 
approximate their fair values.

Off-balance sheet instruments: The fair value of commitments to originate loans is 
estimated using the fees currently charged to enter similar agreements, taking into 
account the remaining terms of the agreements and the present creditworthiness 
of the counterparties. For fixed-rate loan commitments and the unadvanced portion 
of loans, fair value also considers the difference between current levels of interest 
rates and the committed rates. The fair value of letters of credit is based on fees 
currently charged for similar agreements or on the estimated cost to terminate them 
or otherwise settle the obligation with the counterparties at the reporting date.

The estimated fair values of the Company’s financial instruments, all of which are held 
or issued for purposes other than trading, are as follows as of December 31, 2012:

2012 2011
Beginning balance $  1,715,961 $ 1,208,544
Additions  356,000  1,138,487
Write-downs  (102,872)  (106,512)
Disposals (1,086,310)  (524,558)
Ending balance $  882,779 $  1,715,961

 Fair Value Measurements Using

Carrying Amount Fair Value

Quoted Prices In Active 
Markets for Identical Assets

(Level 1)

Significant Other 
Observable Inputs 

(Level 2)

Significant 
Unobservable Inputs

(Level 3)
Financial assets
 Cash and cash equivalents  $ 7,528,081  $ 7,528,081  $ 7,528,081  $ -  $ -
  Interest-bearing deposits    

with other banks   6,476,000   6,535,194   6,535,194   -   -
 Investments in available-for- sale securities   39,948,391   39,948,391   698,885   39,249,506   -
 Federal Home Loan Bank
  of Boston stock   652,400   652,400   -   652,400   -
 Loans receivable, net:           

Commercial, industrial and
municipal 36,844,054 37,225,312   -                       -       37,225,312

Real estate - construction 6,449,207 6,515,943    -                       -         6,515,943
Real estate - residential 35,874,052 36,245,273  -                       -       36,245,273
Real estate - commercial 96,105,851 97,100,344   -                       -       97,100,344
Manufactured housing 8,292,206 8,378,013   -                       -         8,378,013
Consumer 1,576,635 1,592,950    -                       -         1,592,950

 Accrued interest receivable   720,590   720,590   -   720,590   -

Financial liabilities 
 Deposits   210,289,955   210,769,597   -   210,769,597   -
 Borrowings   12,426,000   12,462,552   -   12,462,552   -
 Securities sold under    
 agreements to repurchase   1,235,795  1,235,795  -  1,235,795  -

FirST CoLEBrook BAnCorP, inC. And SuBSidiAry
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The estimated fair values of the Company’s financial instruments, all of which are held or issued for purposes other than 
trading, are as follows as of December 31, 2011:

Carrying
Amount

Fair 
Value

Financial assets
 Cash and cash equivalents $  8,822,306 $  8,822,306
 Interest-bearing deposits with other banks   6,951,000   7,009,985
 Investments in available-for-sale securities   34,383,426  34,383,426
 Federal Home Loan Bank of Boston stock   778,300   778,300
 Loans receivable   176,871,233  177,298,000
 Accrued interest receivable   704,636   704,636

Financial liabilities
 Deposits   207,218,118 208,000,000
 Borrowings   5,000,000   5,110,724
 Securities sold under agreements to repurchase   1,830,230   1,830,230

The carrying amounts of financial instruments shown in the above table are included in the consolidated balance sheets under 
the indicated captions. 

17. Preferred Stock
On March 20, 2009, the Company issued and sold to the U.S. Treasury Department (Treasury): (i) 4,500 shares of the 
Company’s Fixed Rate Cumulative Perpetual Preferred Stock, Series A, par value $0.01 per share (the Series A Preferred 
Stock), having a liquidation amount per share of $1,000 for a total purchase price of $4,500,000, and (ii) a warrant (the 
Warrant) to purchase 225 shares of the Company’s Fixed Rate Cumulative Perpetual Preferred Stock, Series B, par value 
$0.01 per share (the Series B Preferred Stock), with a liquidation amount of $1,000 per share, at an exercise price per share 
of $.01. The Warrant had a ten-year term and was immediately exercisable. Immediately following the issuance of the Series 
A Preferred Stock and the Warrant, the Treasury exercised its rights under the Warrant to acquire 225 shares of the Series B 
Preferred Stock through a cashless exercise.

During the year ended December 31, 2011, in connection with the Company’s participation in the Treasury’s Small Business 
Lending Fund (SBLF) program described below, the Company redeemed all of its Series A and B Preferred Stock for 
$4,725,000.

The Series A Preferred Stock paid cumulative dividends at a rate of 5% per 360-day year for the first five years and thereafter 
at a rate of 9% per 360-day year. The Series A Preferred Stock was generally non-voting. The Series B Preferred Stock paid 
cumulative dividends at a rate of 9% per 360-day year. The Series B Preferred Stock generally had the same rights and 
privileges as the Series A Preferred Stock.

On September 22, 2011, as part of the SBLF program, the Company entered into a Securities Purchase Agreement with the 
Treasury pursuant to which the Company issued and sold to the Treasury 8,623 shares of the Company’s non-cumulative 
perpetual preferred stock, Series C, par value $0.01 per preferred share, having a liquidation preference of $1,000 per 
preferred share for a total purchase price of $8,623,000 (the Series C Preferred Stock). The SBLF is the Treasury’s effort to 
bring Main Street banks and small businesses together to help create jobs and promote economic growth in local communities. 
The Company used $4,725,000 of the proceeds to redeem the Series A and B Preferred Stock as indicated above.

The Company’s initial dividend rate payable on SBLF capital is, at most, five percent, and the dividend rate falls to one 
percent if the Bank’s level of Qualified Small Business Lending (QSBL) increases by ten percent or more. Banks that increase 
their lending by less than ten percent, but more than 2.5 percent, pay dividend rates between two percent and four percent. 
If a bank’s lending does not increase in the first two years, however, the dividend rate increases to seven percent, and after 
4.5 years, the total dividend rate increases to nine percent regardless of the amount of small business lending activities. The 
dividend will be paid only when declared by the Company’s Board of Directors. The Series C Preferred Stock has no maturity 
date, is non-voting, except in limited circumstances, and ranks senior to Common Stock with respect to the payment of 
dividends and distributions and amounts payable upon liquidation, dissolution and winding up of the Company. 

The Company was a participant in the TARP Capital Purchase Program and did not redeem, or apply to redeem, the TARP 
investment on or prior to December 16, 2010, therefore, if at the beginning of the tenth full calendar quarter after the 
investment date the amount of Qualified Small Business Lending has not increased over the Baseline Amount (as defined in 
the Purchase Agreement), then at the beginning of the fifth anniversary of the TARP Capital Purchase Program, or March 20, 
2014, and at the beginning of each calendar quarter thereafter, the Company shall pay the Treasury a lending incentive fee 
equal to 2% per annum of the aggregate liquidation preference of the then-outstanding SBLF Preferred Stock. This lending 
incentive fee terminates 4.5 years after the investment date.

The SBLF Preferred Stock may be redeemed at any time by the Company, subject to the approval of its federal banking 
regulator. The redemption price is the aggregate liquidation preference of the SBLF Preferred Stock plus accrued but unpaid 
dividends and pro rata portion of any lending incentive fee. All redemptions must be in an amount at least equal to 25% of 
the number of originally issued shares of SBLF Preferred Stock, or 100% of the then-outstanding shares if less than 25% of 
the number of shares originally issued.
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“At First Colebrook Bank, 
they know who we are when 
we walk in the door, and 
they’re constantly bringing 
us new opportunities and 
new products that can help 
us grow.”

Ryan Hansen
H2O Waste Disposal Services
MILFORD, NH

“First Colebrook Bank 
offers a broad range of 
business banking services 
and the local, personalized 
attention that is important 
to me. Their top-notch 
people always seem to know 
just what we need as an 
independent small business.

Steve Robinson
Checkmate Expert 
Payroll Services
CONCORD, NH
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COlEbROOk
Louise Beloin – VP/Controller
Pierrette Champagne – VP/Compliance Officer/BSA/CRA
Bridget Freudenberger – VP/Commercial Loan Officer/SBA Loan Manager
Wayne Frizzell – AVP/Commercial Loan Officer
Beth Goudreau – Branch Operations Manager
Jennifer Landry – AVP/Operations Officer 
Rosemary Mulliken – Operations Officer/Assistant Corporate Secretary
Marie Smith – AVP/Administration/Executive Corporate Secretary
Anne Marie Sullivan – AVP/Residential /Consumer Loan Officer 
Lisa Whitaker – AVP/Human Resources Director
Linda Yorke – AVP/Processing and Collections Officer

COnCORd
Heather Capraro – VP/Business Development
Charles Doyle – Residential/Consumer Loan Officer
James DuBois – SVP/Commercial Loan Officer
Cathy Leftin – Senior Portfolio Analyst/Credit Officer
Raymond Miner – VP/Branch Operations Administrator

AmhERSt
Michael Rasmussen – VP/Commercial Loan Officer 
Amy Wheeler Teas – VP/Commercial Loan Officer/Marketing Coordinator
Shelly Wetherbee – Branch Operation Manager

PORtSmOuth
Bob Davis – VP/Commercial Loan Officer
Angela Ferris – Portfolio Assistant
Nancy Sarni – Branch Operations Manager
Ben Wheeler – VP/Commercial Loan Officer

Visit www.firstcolebrookbank.com for branch locations, hours of operations, product descriptions, current corporate news and shareholder information.

Registrar and Transfer Agent: Registrar and Transfer Company, www.rtco.com  

Ticker symbol: FCNH
Market: OTCBB

For further information, contact Peter H. Winship, Chief Financial Officer/Treasurer: pwinship@firstcolebrookbank.com
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Colebrook  132 Main Street  (603) 237-5551 

Concord  100 Loudon Road  (603) 228-1300

Amherst  69 Route 101A  (603) 673-1440 

Portsmouth  2400 Lafayette Road  (603) 436-2324

FirstColebrookbank.com
1-888-225-1782

OUR MISSION:  

To be recognized as the best community bank by providing exceptional service to our CUSTOMERS 
and COMMUNITIES; by protecting and enhancing our SHAREHOLDERS’ investments, and by 
providing rewarding and challenging opportunities for our EMPLOYEES.


