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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended June 30, 2017

Commission File Number: 001-33912
Enterprise Bancorp, Inc.
(Exact name of registrant as specified in its charter)

Massachusetts 04-3308902
(State or other jurisdiction of (I.R.S. Employer Identification No.)
incorporation or organization)

222 Merrimack Street, Lowell, Massachusetts 01852
(Address of principal executive offices) (Zip code)
(978) 459-9000

(Registrant's telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. x Yes o No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files) x Yes o No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company or an emerging growth company. See definition for "large accelerated filer," "accelerated
filer," "smaller reporting company," and "emerging growth company" in Rule 12b-2 of the Exchange Act (Check
one):
Large accelerated filer o Accelerated filer x
Non-accelerated filer o Smaller reporting company o

Emerging growth company o
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. o
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). 7 Yes x No
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PART I-FINANCIAL INFORMATION

Item 1 - Financial Statements
ENTERPRISE BANCORP, INC.
Consolidated Balance Sheets
(Unaudited)

(Dollars in thousands) June 30, December 31,

2017 2016
Assets
Cash and cash equivalents:
Cash and due from banks $51,714  $33,047
Interest-earning deposits 24,049 17,428
Total cash and cash equivalents 75,763 50,475
Investment securities at fair value 388,005 374,790
Federal Home Loan Bank stock 4,364 2,094
Loans held for sale 856 1,569

Loans, less allowance for loan losses of $31,958 at June 30, 2017, and $31,342 at

December 31, 2016 2,082,442 1,991,387

Premises and equipment, net 35,162 33,540
Accrued interest receivable 9,157 8,792
Deferred income taxes, net 14,924 17,020
Bank-owned life insurance 29,118 28,765
Prepaid income taxes 1,784 1,344
Prepaid expenses and other assets 9,316 10,837
Goodwill 5,656 5,656

Total assets $2,656,547 $2,526,269
Liabilities and Stockholders' Equity

Liabilities

Deposits $2,353,782 $2,268,921
Borrowed funds 44,255 10,671
Subordinated debt 14,841 14,834
Accrued expenses and other liabilities 15,794 16,794
Accrued interest payable 218 263

Total liabilities 2,428,890 2,311,483

Commitments and Contingencies

Stockholders' Equity

Preferred stock, $0.01 par value per share; 1,000,000 shares authorized; no shares issued —— —
Common stock $0.01 par value per share; 40,000,000 shares authorized; 11,582,344 shares

issued and outstanding at June 30, 2017, and 11,475,742 shares issued and outstanding at 116 115
December 31, 2016

Additional paid-in-capital 86,628 85,421
Retained earnings 138,049 130,008
Accumulated other comprehensive income (loss) 2,864 (758 )
Total stockholders' equity 227,657 214,786
Total liabilities and stockholders' equity $2,656,547 $2,526,269
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See the accompanying notes to the unaudited consolidated interim financial statements.
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ENTERPRISE BANCORP, INC.
Consolidated Statements of Income
(Unaudited)

(Dollars in thousands, except per share data)
Interest and dividend income:

Loans and loans held for sale

Investment securities

Other interest-earning assets

Total interest and dividend income
Interest expense:

Deposits

Borrowed funds

Subordinated debt

Total interest expense

Net interest income

Provision for loan losses

Net interest income after provision for loan losses
Non-interest income:

Investment advisory fees

Deposit and interchange fees

Income on bank-owned life insurance, net
Net gains on sales of investment securities
Gains on sales of loans

Other income

Total non-interest income

Non-interest expense:

Salaries and employee benefits
Occupancy and equipment expenses
Technology and telecommunications expenses
Adpvertising and public relations expenses
Audit, legal and other professional fees
Deposit insurance premiums

Supplies and postage expenses

Other operating expenses

Total non-interest expense

Income before income taxes

Provision for income taxes

Net income

Basic earnings per share
Diluted earnings per share

Basic weighted average common shares outstanding

Three months ended Six months ended

June 30,
2017

$23,281 $ 21,032

1,964
93
25,338

1,380
192
231
1,803
23,535
280
23,255

1,267
1,522
177
229
138
606
3,939

11,792
1,945
1,606
797
314
376
245
1,679
18,754
8,440
2,845
$5,595

$0.48
$0.48

2016

1,551
49
22,632

1,099
14

230
1,343
21,289
267
21,022

1,327
1,276
191
63
105
620
3,582

11,025
1,781
1,548
817
375
324
258
1,414
17,542
7,062
2,291
$ 4,771

$0.45
$0.45

June 30,

2017

2016

$45,652 $ 41,913

3,884
166
49,702

2,608
253
459
3,320
46,382
405
45,977

2,492
2,862
353
769
271
1,326
8,073

24,484
3,884
3,188
1,416
677
759
478
3,288
38,174
15,876
4,709

3,091
93
45,097

2,187
77

461
2,725
42,372
1,117
41,255

2,431
2,518
382
65
194
1,198
6,788

21,510
3,594
2,971
1,496
832
650
487
2,871
34,411
13,632
4,548

$11,167 $9,084

$0.97
$0.96

$ 0.87
$ 0.86

11,572,4310,561,680 11,540,79K),483,396
Diluted weighted average common shares outstanding 11,652,681,629,900 11,625,711),550,842
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See the accompanying notes to the unaudited consolidated interim financial statements.
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ENTERPRISE BANCORP, INC.
Consolidated Statements of Comprehensive Income
(Unaudited)

(Dollars in thousands)

Net income

Other comprehensive income, net of taxes:

Gross unrealized holding gains on investments arising during the period
Income tax expense

Net unrealized holding gains, net of tax

Less: Reclassification adjustment for net gains included in net income
Net realized gains on sales of securities during the period

Income tax expense

Reclassification adjustment for gains realized, net of tax

Total other comprehensive income, net
Comprehensive income

Three months Six months ended
ended June 30,  June 30,

2017 2016 2017 2016
$5,595 $4,771 $11,167 $9,084

4911 4,054 6431 7,080
(1,772 ) (1,479 ) (2,316 ) (2,629
3,139 2,575 4,115 4,451

229 63 769 65
83 )23 ) (276 ) (24
146 40 493 41

2,993 2,535 3,622 4,410
$8,588 $7,306 $14,789 $13,494

)

)
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ENTERPRISE BANCORP, INC.

Consolidated Statement of Changes in Stockholders' Equity
(Unaudited)

Additional . Accumulated
. Common_ ., . Retained Other ,
(Dollars in thousands) Paid-in . . Stockholders
Stock Capital Earnings Comprehensiv nity
(Loss)/Income
Balance at December 31, 2016 $ 115 $85421 $130,008 $ (758 ) $214,786
Net income 11,167 11,167
Cumulative effect adjustment for adoption of new 13 (13 ) o
accounting pronouncement
Other comprehensive income, net 3,622 3,622
Common stock dividend paid ($0.27 per share) (3,113 ) (3,113 )
Common stock issued under dividend reinvestment plan — 748 748
Common stock issued other — 37 37
Stock-based compensation, net 1 959 960
Repurchases for tax withholdings on options and
restricted stock awards, net of proceeds from exercise of — (550 ) (550 )
stock options
Balance at June 30, 2017 $ 116 $86,628 $138,049 $ 2,864 $227,657

See the accompanying notes to the unaudited consolidated interim financial statements.
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ENTERPRISE BANCORP, INC.
Consolidated Statements of Cash Flows

(Unaudited)

Six months ended

June 30,
(Dollars in thousands) 2017 2016
Cash flows from operating activities:
Net income $11,167 $9,084
Adjustments to reconcile net income to net cash provided by operating activities:
Provision for loan losses 405 1,117
Depreciation and amortization 3,468 2,873
Stock-based compensation expense 820 905
Mortgage loans originated for sale (11,610 ) (10,682
Proceeds from mortgage loans sold 12,594 10,614
Net gains on sales of loans 271 ) (194
Net gains on sales of investments (769 ) (65
Income on bank-owned life insurance, net (353 ) (382
Changes in:
Decrease in other assets 425 218
Decrease in other liabilities 747 ) (1,371
Net cash provided by operating activities 15,129 12,117
Cash flows from investing activities:
Proceeds from sales of investment securities 10,438 1,829
Net (purchases) proceeds from FHLB capital stock 2,270 ) 1,171
Proceeds from maturities, calls and pay-downs of investment securities 12,986 9,824
Purchase of investment securities (31,153 ) (20,957
Net increase in loans (91,460 ) (39,004
Additions to premises and equipment, net (3,949 ) (5,964
Proceeds from bank-owned life insurance — 405
Net cash used in investing activities (105,408 (52,696
Cash flows from financing activities:
Net increase in deposits 84,861 166,282
Net increase (decrease) in borrowed funds 33,584 (53,000
Cash dividends paid (3,113 ) (2,712
Proceeds from issuance of common stock 785 20,445
Repurchases for tax withholdings on options and restricted stock awards, net of proceeds from 550 ) (69
exercise of stock options
Net cash provided by financing activities 115,567 130,946
Net increase in cash and cash equivalents 25,288 90,367
Cash and cash equivalents at beginning of period 50,475 51,495
Cash and cash equivalents at end of period $75,763 $141,862
Supplemental financial data:
Cash Paid For: Interest $3,320 $2,749
Cash Paid For: Income Taxes 5,055 5,241
Supplemental schedule of non-cash investing activity:
Net purchases of investment securities not yet settled — 5,793

11
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Capital expenditures incurred not yet paid

See accompanying notes to the unaudited consolidated interim financial statements.
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ENTERPRISE BANCORP, INC.
Notes to the Unaudited Consolidated Interim Financial Statements

(1)Summary of Significant Accounting Policies
(a) Organization of Holding Company and Basis of Presentation

The accompanying unaudited consolidated interim financial statements and these notes should be read in conjunction
with the December 31, 2016 audited consolidated financial statements and notes thereto contained in the 2016 Annual
Report on Form 10-K of Enterprise Bancorp, Inc. (the "Company," "Enterprise," "we," or "our"), a Massachusetts
corporation, as filed with the Securities and Exchange Commission (the "SEC") on March 14, 2017 (the "2016 Annual
Report on Form 10-K"). The Company has not changed its accounting policies from those disclosed in its 2016
Annual Report on Form 10-K.

The Company's unaudited consolidated interim financial statements include the accounts of the Company and its
wholly owned subsidiary, Enterprise Bank and Trust Company (the "Bank"). The Bank is a Massachusetts trust
company organized in 1989. Substantially all of the Company's operations are conducted through the Bank and its
subsidiaries.

The Bank's subsidiaries include Enterprise Insurance Services, LLC and Enterprise Investment Services, LLC,
organized under the laws of the State of Delaware for the purposes of engaging in insurance sales activities and
offering non-deposit investment products and services, respectively. In addition, the Bank has the following
subsidiaries that are incorporated in the Commonwealth of Massachusetts and classified as security corporations in
accordance with applicable Massachusetts General Laws: Enterprise Security Corporation; Enterprise Security
Corporation II; and Enterprise Security Corporation III. The security corporations, which hold various types of
qualifying securities, are limited to conducting securities investment activities that the Bank itself would be allowed to
conduct under applicable laws.

At June 30, 2017, the Company had 23 full service branches serving the Greater Merrimack Valley and North Central
regions of Massachusetts and Southern New Hampshire (Southern Hillsborough and Rockingham counties). In July
2017, the Company opened its 24 branch, located in Windham, New Hampshire. Through the Bank and its
subsidiaries, the Company offers a range of commercial, residential and consumer loan products, deposit products and
cash management services, as well as investment advisory and wealth management, trust and insurance services. The
services offered through the Bank and its subsidiaries are managed as one strategic unit and represent the Company's
only reportable operating segment.

The Federal Deposit Insurance Corporation (the "FDIC") and the Massachusetts Division of Banks (the "Division")
have regulatory authority over the Bank. The Bank is also subject to certain regulatory requirements of the Board of
Governors of the Federal Reserve System (the "Federal Reserve Board") and, with respect to its New Hampshire
branch operations, the New Hampshire Banking Department. The business and operations of the Company are
subject to the regulatory oversight of the Federal Reserve Board. The Division also retains supervisory jurisdiction
over the Company.

The accompanying unaudited consolidated interim financial statements have been prepared in accordance with U.S.
generally accepted accounting principles ("GAAP") for interim financial information and the instructions for

Form 10-Q through the rules and interpretive releases of the SEC under federal securities law. In the opinion of
management, the accompanying unaudited consolidated interim financial statements reflect all necessary adjustments
consisting of normal recurring accruals for a fair presentation. All significant intercompany balances and transactions
have been eliminated in the accompanying unaudited consolidated interim financial statements. Certain previous

13
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years' amounts in the consolidated financial statements, and notes thereto, have been reclassified to conform to the
current year's presentation. Interim results are not necessarily indicative of results to be expected for the entire year, or
any future period.

The Company has evaluated subsequent events and transactions from June 30, 2017 through the date of this Quarterly
report on Form 10-Q was filed with the SEC for potential recognition or disclosure as required by GAAP and
determined that there were no material subsequent events requiring recognition or disclosure.

(b) Critical Accounting Estimates

In preparing the unaudited consolidated interim financial statements in conformity with GAAP, management is
required to exercise judgment in determining many of the methodologies, assumptions and estimates to be utilized.
These assumptions and estimates affect the reported values of assets and liabilities as of the balance sheet date and
income and expenses for the period then ended. As future events and their effects cannot be determined with
precision, actual results could differ significantly from these estimates should the assumptions and estimates used
change over time due to changes in

14
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circumstances. Changes in those estimates resulting from continuing change in the economic environment and other
factors will be reflected in the financial statements and results of operations in future periods.

As discussed in the Company's 2016 Annual Report on Form 10-K, the three most significant areas in which
management applies critical assumptions and estimates are the estimates of the allowance for loan losses, impairment
review of investment securities and the impairment review of goodwill. Refer to Note 1, "Summary of Significant
Accounting Policies," to the Company's consolidated financial statements included in the Company's 2016 Annual
Report on Form 10-K for accounting policies related to these significant estimates. The Company has not changed its
significant accounting policies from those disclosed in its 2016 Annual Report on Form 10-K.

(c) Restricted Instruments

Certain of the Company's derivative agreements contain provisions that require the Company to post collateral if the
derivative exposure exceeds a threshold amount. When the Company has pledged cash as collateral for this purpose,
the cash is carried as restricted cash within cash and cash equivalents.

As a member of the Federal Home Loan Bank of Boston ("FHLB"), the Company is required to purchase certain
levels of FHLB capital stock at par value in association with outstanding advances from the FHLB. From
time-to-time, the FHLB may initiate the repurchase, at par value, of "excess" levels of its capital stock held by
member banks. This stock is classified as a restricted investment and carried at cost, which management believes
approximates fair value. FHLB stock represents the only restricted investment held by the Company.

Management regularly reviews its holdings of FHLB stock for other-than-temporary-impairment ("OTTI"). Based on
management's periodic review, the Company has not recorded any OTTI charges on this investment to date. If it was
determined that a write-down of FHLB stock was required, impairment would be recognized through a charge to
earnings.

See Note 2, "Investment Securities," for additional information on management's OTTI review.
(d) Income Taxes

The Company uses the asset and liability method of accounting for income taxes. Under this method, deferred tax
assets and liabilities are recognized for the future tax expense or benefit attributable to differences between the
financial statement carrying amounts and the tax basis of assets and liabilities. The deferred tax assets and liabilities
are reflected at currently enacted income tax rates applicable to the period in which the deferred tax assets or liabilities
are expected to be realized or settled. As changes in tax laws or rates are enacted, deferred tax assets and liabilities
will be adjusted accordingly through the provision for income taxes.

The Company's policy is to classify interest resulting from underpayment of income taxes as income tax expense in
the first period the interest would begin accruing according to the provisions of the relevant tax law. The Company
classifies penalties resulting from underpayment of income taxes as income tax expense in the period for which the
Company claims or expects to claim an uncertain tax position or in the period in which the Company's judgment
changes regarding an uncertain tax position.

The income tax provisions will differ from the expense that would result from applying the federal statutory rate to

income before taxes, due primarily to the impact of tax-exempt interest from certain investment securities, loans and
bank-owned life insurance.

15
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The Company did not have any unrecognized tax benefits accrued as income tax liabilities or receivables or as
deferred tax items at June 30, 2017. The Company is subject to U.S. federal and state income tax examinations by
taxing authorities for the 2013 through 2016 tax years.
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(e) Recent Accounting Pronouncements
Accounting pronouncements adopted by the Company

In March 2016, the Financial Accounting Standards Board (the "FASB") issued Accounting Standards Update ("ASU"
or "Update") No. 2016-09, "Compensation - Stock Compensation (Topic 718): Improvement to Employee
Share-Based Payment Accounting." The new standard was effective for fiscal years beginning after December 15,
2016, including interim periods within those fiscal years.

The Company adopted ASU No. 2016-09 in the first quarter of 2017. Several aspects of the accounting are simplified
including, generally: a) income tax consequences; b) classification of awards as either equity or liabilities; c)
accounting for forfeitures; and d) classification on the statement of cash flows. Upon adoption, the most significant
impact of this amendment resulted from the prospective application of current excess tax benefits and deficiencies
being recognized in income tax expense, which would previously have been recognized in additional paid-in capital,
in the reporting period in which they occur. For the six months ended June 30, 2017, this reduced the Company's
provision for income taxes, increasing earnings by approximately $788 thousand. For the year ended December 31,
2016, the Company recognized $789 thousand in additional paid-in-capital in this regard, which, if under the new
ASU, would have been recognized as income tax benefit in the income statement. This amount, treated as discrete
items in the period in which they occur, will vary from year to year as a function of the volume of share-based
payments vested or exercised and the then current market price of the Company's stock in comparison to the
compensation cost recognized in the financial statements.

Additionally upon adoption, the Company made a policy election to record forfeitures as they occur rather than make
use of an estimate. Using a modified retrospective approach, the Company recorded an immaterial cumulative effect
adjustment from retained earnings to additional paid-in-capital. The other provisions did not have a material impact on
the Company's financial statements upon adoption.

Accounting pronouncements not yet adopted by the Company (in order of effective date of implementation)

In May 2014, the FASB issued ASU No. 2014-09, "Revenue from Contracts with Customers (Topic 606)." This ASU
is intended to create a single source of revenue guidance which is more principles based than current revenue
guidance. The guidance affects any entity that either enters into contracts with customers to transfer goods or services,
or enters into contracts for the transfer of non-financial assets, unless those contracts are within the scope of other
standards. In August 2015, the FASB issued ASU 2015-14, "Revenue from Contracts with Customers (Topic 606):
Deferral of the Effective Date" to amend the effective date of ASU 2014-09. The amendments in ASU 2014-09 are
effective for annual and interim periods within fiscal years beginning after December 15, 2017. Earlier adoption is
permitted only as of annual reporting periods beginning after December 15, 2016, including interim reporting periods
within that reporting period. The FASB has since issued additional related ASUs amendments intended to clarify
certain aspects and improve understanding of the implementation guidance of Topic 606 but do not change the core
principles of the guidance in Topic 606. The effective date and transition requirements for the amendments are the
same as the effective date and transition requirements of Topic 606.

The Company is currently evaluating the potential impact of the ASU and its amendments on the Company's financial
statements, results of operations, and disclosures and does not currently plan to early adopt. Based on the Company's
preliminary evaluations to date, and because the largest portion of the Company's revenue, interest income and various
loan fees, are specifically excluded from the scope of this ASU, and because the Company currently recognizes the
majority of the remaining revenue sources in a manner that management believes is consistent with the new ASU,
management believes that revenue recognized under the new standard will generally approximate revenue recognized
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under current GAAP. The foregoing observations are subject to change as management completes their evaluation.

In January 2016, the FASB issued ASU No. 2016-01, "Financial Instruments - Overall (Subtopic 825-10):
Recognition and Measurement of Financial Assets and Financial Liabilities,” which updates certain aspects of
recognition, measurement, presentation and disclosure of financial instruments.

Among other things, the new guidance:

Requires equity investments (except those accounted for under the equity method of accounting, or those that result in
consolidation of the investee) to be measured at fair value with changes in fair value recognized in net income;

10
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Requires public business entities to use the exit price notion when measuring the fair value of financial instruments
for disclosure purposes; and
Requires separate presentation of financial assets and financial liabilities by measurement category and form of
financial asset (i.e., securities or loans and receivables) on the balance sheet or the accompanying notes to the
financial statements.

The new guidance is effective for public companies for fiscal years beginning after December 15, 2017, including
interim periods within those fiscal years.

The Company is currently evaluating the effects of this ASU on the Company's financial statements, results of
operations and disclosures. Based on the Company's evaluation to date, management believes the more significant
implications upon adoption of this ASU will be the potential recognition of changes in fair value of the Company's
equity portfolio in net income. Under current GAAP, net unrealized appreciation or depreciation on the equity
portfolio, net of applicable income taxes, are reflected as a component of accumulated other comprehensive income.
The net unrealized gain or loss on equity securities will fluctuate based on changes in the market value of the mutual
funds and individual securities held in the portfolio. For the six months ended June 30, 2017, other comprehensive
income, net of taxes, generated from the equity portfolio amounted to $47 thousand, compared to other comprehensive
loss of $28 thousand generated for the six months ended June 30, 2016. Any potential future changes in fair value of
the equity portfolio will depend on the amount of dollars invested in the portfolio and the potential magnitude of
changes in equity market values. The foregoing observations are subject to change as management completes their
evaluation.

In August 2016, the FASB issued ASU No. 2016-15, "Statement of Cash flows (Topic 230) - Classification of Certain
Cash Receipts and Cash Payments." The amendments are intended to reduce diversity in practice related to the
presentation of eight specific cash flow issues. For public business entities that are SEC filers, such as the Company,
the amendments in this Update are effective for fiscal years beginning after December 15, 2017, including interim
periods within those fiscal years. Because this amendment primarily impacts the presentation and classification of
information, the Company does not expect this ASU to have an impact on the Company's financial statements and
results of operations.

In November 2016, the FASB issued ASU No. 2016-18, "Statement of Cash flows-Restricted Cash (Topic 230)." The
amendments in this Update clarify the inclusion of restricted cash in the cash and cash equivalents
beginning-of-period and end-of period reconciliation on the statement of cash flows. For public business entities that
are SEC filers, such as the Company, the amendments in this Update are effective for fiscal years beginning after
December 15, 2017, including interim periods within those fiscal years. Because this amendment primarily impacts
the presentation and classification of information, the Company does not expect this ASU to have an impact on the
Company's financial statements and results of operations.

In March 2017, the FASB issued ASU No. 2017-07, "Compensation-Retirement Benefits (Topic 715): Improving the
Presentation of Net Periodic Pension Cost and Net Periodic Postretirement Benefit Cost." The amendments in this
Update outline the presentation, classification and disclosure requirements for service cost and other components of
net benefit costs. For public business entities that are SEC filers, such as the Company, the amendments in this Update
are effective for fiscal years beginning after December 15, 2017, including interim periods within those fiscal years.
Early adoption is permitted. Because this amendment primarily impacts the presentation and classification of
information, the Company does not expect this ASU to have an impact on the Company's financial statements and
results of operations.
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In May 2017, the FASB issued ASU No. 2017-09, "Compensation - Stock Compensation (Topic 718): Scope of
Modification Accounting." The amendments in this Update apply to entities that change the terms of an outstanding
share-based payment award. The amendments are intended to reduce diversity in practice as well as cost and
complexity when applying guidance in Topic 718 to the modification of the terms and conditions of a share-based
payment award. This ASU provides guidance on the three modifications to share-based payment awards and
conditions that must be met in order to exempt an entity from modification accounting under topic 718. The
amendments in this Update apply prospectively to award modifications on or after the adoption date, and are effective
for fiscal years beginning after December 15, 2017, including interim periods within those fiscal years. The Company
currently does not expect that adoption of the ASU will have a material impact on its financial statements, results of
operations or disclosures.

In February 2016, the FASB issued ASU No. 2016-02, "Leases (Topic 842)," which supersedes previous leasing
guidance in Topic 840, Leases. Under the new guidance, lessees are required to recognize lease assets and lease
liabilities on the balance sheet for all leases with terms longer than 12 months. Leases will be classified as either
finance or operating, with classification affecting the pattern of expense recognition in the income statement. The new
standard is effective for fiscal

11
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years beginning after December 15, 2018, including interim periods within those fiscal years. A modified
retrospective transition approach is required for lessees for capital and operating leases existing at, or entered into
after, the beginning of the earliest comparative period presented in the financial statements, with certain practical
expedients available.

The Company is currently evaluating the effects of this ASU on the Company's financial statements, results of
operations and disclosures. Based on the Company's evaluation to date, management believes the more significant
implication of this ASU on the Company relates to operating leases of our facilities, mainly branch leases. As of

June 30, 2017, the Company had leases on 17 of its locations, including branches and part of its main campus, and
expects that upon adoption of this ASU the balance sheet will reflect both lease liabilities, equal to the present value of
lease payments, and right-of-use assets, equal to the lease liability plus payments made to lessors adjusted for prepaid
or accrued rent and any initial direct cost incurred. In addition, the Company will recognize lease expense in the
income statement on a straight-line basis similar to current operating leases. The straight-line expense will reflect the
interest expense on the lease liability (effective interest method) and amortization of the right-of-use asset. Lease
expense will be presented as a single line item in the operating expense section of the income statement. Management
believes that lease expense under the new standard will generally approximate lease expense under current GAAP.
The foregoing observations are subject to change as management completes their evaluation.

In March 2017, the FASB issued ASU No. 2017-08, "Receivables-Nonrefundable Fees and Other Costs (Subtopic
310-20): Premium Amortization on Purchased Callable Debt Securities." The amendments shorten the amortization
period to the earliest call date for certain callable debt securities held at a premium. The accretion for securities held at
a discount is not affected by this statement and remains unchanged. The new standard is effective for fiscal years
beginning after December 15, 2018, including interim periods within those fiscal years. A modified retrospective basis
is required upon adoption. Early adoption is permitted. The Company has assessed the impact of this ASU and does
not expect that it will have a material impact on the Company's financial statements, results of operations and
disclosures upon adoption.

In June 2016, the FASB issued ASU No. 2016-13, "Financial Instruments - Credit Losses (Topic 326): Measurement
of Credit Losses on Financial Instruments.” The amendments in this ASU require a financial asset (or a group of
financial assets) measured at amortized cost basis to be presented at the net amount expected to be collected.
Previously, when credit losses were measured under GAAP, an entity generally only considered past events and
current conditions in measuring the incurred loss and generally recognition of the full amount of credit losses was
delayed until the loss was probable of occurring. The amendments in this ASU eliminate the probable initial
recognition threshold in current GAAP and, instead, reflect an entity’s current estimate of all expected credit losses.

The measurement of expected credit losses is based on relevant information about past events, including historical
experience, current conditions, and reasonable and supportable forecasts that affect the collectability of the reported
amount. An entity must use judgment in determining the relevant information and estimation methods that are
appropriate in its circumstances. The income statement reflects the measurement of credit losses for newly recognized
financial assets, as well as the expected increases or decreases of expected credit losses that have taken place during
the period. The allowance for credit losses is a valuation account that is deducted from the amortized cost basis of the
financial asset(s) to present the net carrying value at the amount expected to be collected on the financial asset.

Credit losses on available-for-sale debt securities should be measured in a manner similar to current GAAP. However,
the amendments in this Update require that credit losses be presented as an allowance rather than as a write-down.
Unlike current GAAP, the ASU provides for reversals of credit losses in future period net income in situations where
the estimate of loss declines.
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An entity will apply the amendments in this Update through a cumulative-effect adjustment to retained earnings as of
the beginning of the first reporting period in which the guidance is effective (that is, a modified-retrospective
approach). For public business entities that are SEC filers, such as the Company, the amendments in this Update are
effective for fiscal years beginning after December 15, 2019, including interim periods within those fiscal years. Early
adoption for fiscal years beginning after December 15, 2018 is permitted.

The Company has established an implementation committee and an enterprise-wide implementation plan for this
ASU, which will consider the impact to operations, financial results, disclosures and controls. At present, the impact
of the adoption of ASU No. 2016-13 on the Company's operations, financial results, disclosures, and controls is
unknown.

In January 2017, the FASB issued ASU No. 2017-04, "Intangibles-Goodwill and Other (Topic 350)-Simplifying the

Test for Goodwill Impairment.” The main provision in this ASU eliminated Step 2 of the goodwill impairment test
and instead
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requires an entity to perform its annual, or interim, goodwill impairment test by comparing the fair value of the
reporting unit with its carrying amount. An impairment charge would be recognized for the amount the carrying value
exceeds the reporting unit's fair value as long as the amount recognized doesn't exceed the amount of goodwill
allocated to the reporting unit. For public business entities that are SEC filers, such as the Company, the amendments
in this Update are effective for fiscal years beginning after December 15, 2019, including interim periods within those
fiscal years. Early adoption is permitted for impairment tests performed on testing dates after January 1, 2017.
Goodwill carried on the Company’s consolidated financial statements was $5.7 million at both June 30, 2017 and
December 31, 2016. This asset is related to the Company’s acquisition of two branch offices in July 2000. The
Company does not expect the adoption of ASU No. 2017-01 to have a material impact on the Company's financial
statements and results of operations.

(2) Investment Securities
The amortized cost and carrying values of investment securities at the dates specified are summarized as follows:

June 30, 2017
AmortizedUnrealized Unrealized Fair

(Dollars in thousands)

cost gains losses Value
Federal agency obligations () $74,736  $ 492 $ 39 $75,189
Residential federal agency MBS (1) 96,307 339 932 95,714
Commercial federal agency MBS() 76,800 380 743 76,437
Municipal securities 119,598 2,866 306 122,158
Corporate bonds 11,269 129 31 11,367
Certificates of deposits (2 950 3 — 953
Total debt securities 379,660 4,209 2,051 381,818
Equity investments 3,884 2,311 8 6,187
Total investment securities, at fair value $383,544 $ 6,520  $ 2,059  $388,005

(Dollars in thousands)

December 31, 2016

AmortizedUnrealized Unrealized Fair

cost gains losses Value
Federal agency obligations() $74,682 $ 432 $ 45 $75,069
Residential federal agency MBS 94818 96 1,561 93,353
Commercial federal agency MBS() 71,993 15 1,730 70,278
Municipal securities 112,401 922 1,520 111,803
Corporate bonds 10,734 51 90 10,695
Certificates of deposits (2 950 — 1 949
Total debt securities 365,578 1,516 4,947 362,147
Equity investments 10,413 2,532 302 12,643
Total investment securities, at fair value $375,991 $ 4,048 $5249  $374,790

These categories may include investments issued or guaranteed by government sponsored enterprises such as
o Fannie Mae ("FNMA"), Freddie Mac ("FHLMC"), Federal Farm Credit Bank ("FFCB"), or one of several Federal
Home Loan Banks, as well as, investments guaranteed by Ginnie Mae ("GNMA"), a wholly-owned government

entity.

(o) Certificates of deposits ("CDs") represent term deposits issued by banks that are subject to FDIC insurance and

purchased on the open market.
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Included in the residential and commercial federal agency MBS categories were collateralized mortgage obligations
(“CMOs”) issued by U.S. agencies with fair values totaling $106.0 million and $107.0 million at June 30, 2017 and
December 31, 2016, respectively.

At June 30, 2017, the equity portfolio consisted of investments in mutual funds, as well as investments in individual
common stock of entities in the financial services industry (approximately 46%).
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As of the dates reflected in the tables above, all of the Company’s investment securities were classified as
available-for-sale and carried at fair value. Net unrealized appreciation and depreciation on investments
available-for-sale, net of applicable income taxes, are reflected as a component of accumulated other comprehensive
income (loss).

The net unrealized gain or loss in the Company's debt security portfolio fluctuates as market interest rates rise and
fall. Due to the predominantly fixed rate nature of this portfolio, as market rates fall, the value of the portfolio rises,
and as market rates rise, the value of the portfolio declines. The unrealized gains or losses on debt securities will also
decline as the securities approach maturity. Unrealized gains or losses will be recognized in the income statement if
the securities are sold. However, if an unrealized loss on a debt security portfolio is deemed to be other than
temporary, the credit loss portion is charged to earnings and the noncredit portion is recognized in accumulated other
comprehensive income (loss).

The net unrealized gain or loss on equity securities will fluctuate based on changes in the market value of the mutual
funds and individual securities held in the portfolio. Unrealized gains or losses will be recognized in the statements of
income if the securities are sold. However, if an unrealized loss on an equity security is deemed to be other than
temporary prior to a sale, the loss is charged to earnings.

The following tables summarize investments (debt and equity) having temporary impairment, due to the fair market
values having declined below the amortized costs of the individual investments, and the period that the investments
have been temporarily impaired at June 30, 2017 and December 31, 2016.

June 30, 2017
Less than 12 months 12 months or longer Total

(Dollars in thousands) Fair Unrealized Fair UnrealizedFair Unrealized# of ‘
Value Losses  Value Losses  Value Losses  holdings

Federal agency obligations $18,006 $ 39 $— $ — $18,006 $ 39 5
Residential federal agency MBS 42216 573 11,990 359 54,206 932 23
Commercial federal agency MBS 38,490 743 — — 38,490 743 11
Municipal securities 19,527 266 1,045 40 20,572 306 29
Corporate bonds 2,713 27 425 4 3,138 31 19
Certificates of deposit — — — — — — —
Equity investments 215 8 — — 215 8 4

Total temporarily impaired investment

.. $121,167 $ 1,656 $13,460 $ 403 $134,627 $ 2,059 91
securities

December 31, 2016
Less than 12 months 12 months or longer Total

(Dollars in thousands) Fair UnrealizedFair Unrealize®air Unrealized# of .
Value Losses  Value Losses  Value Losses  holdings
Federal agency obligations $13,956 $ 45 $— $ — $13,956 $ 45 3
Residential federal agency MBS 68,138 1,236 8,008 325 76,146 1,561 31
Commercial federal agency MBS 60,060 1,730 — — 60,060 1,730 18
Municipal securities 60,436 1,520 — — 60,436 1,520 107
Corporate bonds 5,729 90 — — 5,729 90 37
Certificates of deposit 949 1 — — 949 1 4
Equity investments 1,185 20 2,743 282 3,928 302 3
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Total temporarily impaired investment ¢, 453 ¢ 4 640 §10751 $ 607  $221,204 $5249 203
securities
During the six months ended June 30, 2017 and 2016, the Company did not record any fair value impairment charges
on its investments. Management regularly reviews the portfolio for securities with unrealized losses that are
other-than-temporarily impaired. At June 30, 2017, management attributes the unrealized losses in the portfolio to
increases in current market yields compared to the yields at the time the investments were purchased by the Company
for debt securities and the impact of
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market value fluctuations on the equity portion of our portfolio. As of June 30, 2017, management did not consider its
debt securities to be other-than-temporarily impaired because (1) the decline in market value is not attributable to a
fundamental deterioration in quality of the securities or the issuers, and (2) the Company did not intend to sell, and it
is more likely than not that it will not be required to, sell those investments prior to a market price recovery or
maturity with recovery of the amortized cost. Management did not consider equity investments to be other than
temporarily impaired at June 30, 2017 because (1) the decline in market value is not attributable to a fundamental
deterioration in the issuer or the equity fund and (2) the Company has the ability and intent to hold the investment
until an anticipated market price recovery.

In assessing the Company's investments in federal agency mortgage-backed securities and federal agency obligations,
the contractual cash flows of these investments are guaranteed by the respective government sponsored enterprise
(FHLMC, FNMA, FFCB, or FHLB) or wholly-owned government corporation (GNMA). Accordingly, it is expected
that the securities would not be settled at a price less than the par value of the Company's investments. Management's
assessment of other debt securities within the portfolio includes reviews of market pricing, ongoing credit quality
evaluations, assessment of the investments' materiality, and duration of the investments' unrealized loss position. In
addition, the Company utilizes an outside registered investment adviser to manage the corporate and municipal bond
portfolios, within prescribed guidelines set by management, and to provide assistance in assessing the credit risk of
those portfolios. At June 30, 2017, the Company's corporate and municipal bond portfolios did not contain any
securities below investment grade, as reported by major credit rating agencies. For equities and funds, management's
assessment includes the severity of the declines, whether it is unlikely that the security or fund will completely recover
its unrealized loss within a reasonable time period and if the equity security or fund exhibits fundamental
deterioration.

The contractual maturity distribution at June 30, 2017 of total debt securities was as follows:
Amortized Fair

Cost Value

Due in one year or less $18,242 $18,283

Due after one, but within five years 112,036 113,033

Due after five, but within ten years 138,224 139,270

Due after ten years 111,158 111,232

Total debt securities $379,660 $381,318

(Dollars in thousands)

Scheduled contractual maturities shown above may not reflect the actual maturities of the investments. The actual
MBS/CMO cash flows likely will be faster than presented above due to prepayments and amortization. Similarly,
included in the fair value of debt securities above are callable securities, comprised of municipal securities and
corporate bonds totaling $52.2 million, which can be redeemed by the issuer prior to the maturity presented above.
Management considers these factors when evaluating the interest rate risk in the Company's asset-liability
management program.

From time to time, the Company may pledge securities as collateral for deposit account balances of municipal
customers, and for borrowing capacity with the FHLB and the Federal Reserve Bank of Boston (the "FRB"). The fair
value of securities pledged as collateral for these purposes was $378.7 million at June 30, 2017.

Sales of investments, including pending trades based on trade date, if applicable, for the three and six months ended
June 30, 2017 and June 30, 2016 are summarized as follows:

Three Six months
months ended June 30,
ended June
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30,
(Dollars in thousands) 2017 2016 2017 2016
Amortized cost of investments sold () $252 $1,460 $9,368 $1,764
Gross realized gains on sales 229 63 875 65
Gross realized losses on sales — — (106 ) —

Total proceeds from sales of investments $481 $1,523 $10,137 $1,829

() Amortized cost of investments sold is determined on a specific identification basis.

See Note 12, "Fair Value Measurements," below for further information regarding the Company's fair value
measurements for available-for-sale securities.
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(3)Loans

The Company specializes in lending to business entities, non-profit organizations, professionals and individuals. The
Company's primary lending focus is on the development of high quality commercial relationships achieved through
active business development efforts, long-term relationships with established commercial developers, strong
community involvement and focused marketing strategies. Loans made to businesses include commercial mortgage
loans, construction and land development loans, secured and unsecured commercial loans and lines of credit, and
standby letters of credit. The Company also originates equipment lease financing for businesses. Loans made to
individuals include conventional residential mortgage loans, home equity loans and lines, residential construction
loans on primary and secondary residences, and secured and unsecured personal loans and lines of credit. The
Company manages its loan portfolio to avoid concentration by industry and relationship size to lessen its credit risk
exposure.

See Note 4, "Allowance for Loan Losses," for information on the Company's credit risk management, non-accrual,
impaired and troubled debt restructured loans and the allowance for loan losses.

Major classifications of loans at the periods indicated were as follows:

(Dollars in thousands) June 30, December 31,

2017 2016
Commercial real estate $1,107,714 $1,038,082
Commercial and industrial 505,240 490,799
Commercial construction 218,277 213,447
Total commercial loans 1,831,231 1,742,328
Residential mortgages 188,941 180,560
Home equity loans and lines 86,394 91,065
Consumer 10,064 10,845
Total retail loans 285,399 282,470
Gross loans 2,116,630 2,024,798
Deferred loan origination fees, net (2,230 ) (2,069 )
Total loans 2,114,400 2,022,729
Allowance for loan losses (31,958 ) (31,342 )
Net loans $2,082,442 $1,991,387

Loan Categories
- Commercial loans:

Commercial real estate loans include loans secured by both owner-use and non-owner occupied real estate. These
loans are typically secured by a variety of commercial and industrial property types, including one-to-four and
multi-family apartment buildings, office, industrial or mixed-use facilities, strip shopping centers, or other commercial
properties, and are generally guaranteed by the principals of the borrower. Commercial real estate loans generally
have repayment periods of approximately fifteen to twenty-five years. Variable interest rate loans have a variety of
adjustment terms and underlying interest rate indices, and are generally fixed for an initial period before periodic rate
adjustments begin.

Commercial and industrial loans include seasonal revolving lines of credit, working capital loans, equipment
financing (including equipment leases), and term loans. Also included in commercial and industrial loans are loans
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partially guaranteed by the U.S. Small Business Administration ("SBA"), and loans under various programs and
agencies. Commercial and industrial credits may be unsecured loans and lines to financially strong borrowers, loans
secured in whole or in part by real estate unrelated to the principal purpose of the loan or secured by inventories,
equipment, or receivables, and are generally guaranteed by the principals of the borrower. Variable rate loans and
lines in this portfolio have interest rates that are periodically adjusted, with loans generally having fixed initial
periods. Commercial and industrial loans have average repayment periods of one to seven years.
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Commercial construction loans include the development of residential housing and condominium projects, the
development of commercial and industrial use property, and loans for the purchase and improvement of raw land.
These loans are secured in whole or in part by underlying real estate collateral and are generally guaranteed by the
principals of the borrowers. Construction lenders work to cultivate long-term relationships with established
developers. The Company limits the amount of financing provided to any single developer for the construction of
properties built on a speculative basis. Funds for construction projects are disbursed as pre-specified stages of
construction are completed. Regular site inspections are performed, prior to advancing additional funds, at each
construction phase, either by experienced construction lenders on staff or by independent outside inspection
companies. Commercial construction loans generally are variable rate loans and lines with interest rates that are
periodically adjusted and generally have terms of one to three years.

From time to time, the Company participates with other banks in the financing of certain commercial projects.
Participating loans with other institutions provide banks the opportunity to retain customer relationships and reduce
credit risk exposure among each participating bank, while providing customers with larger credit vehicles than the
individual bank might be willing or able to offer independently. In some cases, the Company may act as the lead
lender, originating and servicing the loans, but participating out a portion of the funding to other banks. In other
cases, the Company may participate in loans originated by other institutions. In each case, the participating bank funds
a percentage of the loan commitment and takes on the related pro-rata risk. In each case in which the Company
participates in a loan, the rights and obligations of each participating bank are divided proportionately among the
participating banks in an amount equal to their share of ownership and with equal priority among all banks. When the
participation qualifies as a sale under GAAP, the balances participated out to other institutions are not carried as assets
on the Company's financial statements. The Company performs an independent credit analysis of each commitment
and a review of the participating institution prior to participation in the loan, and an annual review thereafter of each
participating institution. Loans originated by other banks in which the Company is a participating institution are
carried in the loan portfolio at the Company's pro rata share of ownership. Loans originated by other banks in which
the Company is a participating institution amounted to $86.6 million at June 30, 2017 and $85.2 million at

December 31, 2016. See also "Loans serviced for others" below for information related to commercial loans
participated out to various other institutions.

Standby letters of credit are conditional commitments issued by the Company to guarantee the financial obligation or
performance of 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. If the letter of credit is drawn upon, a loan is created for the
customer, generally a commercial loan, with the same criteria associated with similar commercial loans.

- Residential loans:

Enterprise originates conventional mortgage loans on one-to-four family residential properties. These properties may
serve as the borrower's primary residence, or as vacation homes or investment properties. Loan-to-value limits vary,
generally from 75% for multi-family, owner-occupied properties, up to 97% for single family, owner-occupied
properties, with mortgage insurance coverage required for loan-to-value ratios greater than 80% based on program
parameters. In addition, financing is provided for the construction of owner-occupied primary and secondary
residences. Residential mortgage loans may have terms of up to 30 years at either fixed or adjustable rates of interest.
Fixed and adjustable rate residential mortgage loans are generally originated using secondary market underwriting and
documentation standards.

Depending on the current interest rate environment, management projections of future interest rates and the overall

asset-liability management program of the Company, management may elect to sell those fixed and adjustable rate
residential mortgage loans which are eligible for sale in the secondary market, or hold some or all of this residential
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loan production for the Company's portfolio. Mortgage loans are generally not pooled for sale, but instead sold on an
individual basis. The Company may retain or sell the servicing when selling the loans. Loans sold are subject to
standard secondary market underwriting and eligibility representations and warranties over the life of the loan and are
subject to an early payment default period covering the first four payments for certain loan sales. Loans classified as
held for sale are carried as a separate line item on the balance sheet.

- Home equity loans and lines of credit:
Home equity term loans are originated for one-to-four family residential properties with maximum original
loan-to-value ratios generally up to 80% of the automated valuation or appraised value of the property securing the

loan. Home equity loan payments consist of monthly principal and interest based on amortization ranging from three
to fifteen years. The rates may be variable or fixed.
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The Company originates home equity revolving lines of credit for one-to-four family residential properties with
maximum original loan-to-value ratios generally up to 80% of the automated valuation or appraised value of the
property securing the loan. Home equity lines generally have interest rates that adjust monthly based on changes in
the Wall Street Journal Prime Rate, although minimum rates may be applicable. Some home equity line rates may be
fixed for a period of time and then adjusted monthly thereafter. The payment schedule for home equity lines requires
interest only payments for the first ten years of the lines. Generally at the end of ten years, the line may be frozen to
future advances, and principal plus interest payments are collected over a fifteen-year amortization schedule or, for
eligible borrowers meeting certain requirements, the line availability may be extended for an additional interest only
period.

- Consumer loans:

Consumer loans consist primarily of secured or unsecured personal loans, loans under energy efficiency financing
programs in conjunction with Massachusetts public utilities, and overdraft protection lines on checking accounts
extended to individual customers. The aggregate amount of overdrawn deposit accounts are reclassified as loan
balances.

Loans serviced for others

At June 30, 2017 and December 31, 2016, the Company was servicing residential mortgage loans owned by investors
amounting to $17.5 million and $18.7 million, respectively. Additionally, the Company was servicing commercial
loans participated out to various other institutions amounting to $65.8 million and $62.3 million at June 30, 2017 and
December 31, 2016, respectively. See the discussion above under the heading "Commercial loans" for further
information regarding commercial participations.

Loans serving as collateral

Loans designated as qualified collateral and pledged to the FHLB for borrowing capacity for the periods indicated are
summarized below:

(Dollars in thousands) June 30, December 31,

2017 2016
Commercial real estate $233,768 $ 247,664
Residential mortgages 176,766 170,247
Home equity 10,449 12,340

Total loans pledged to FHLB $420,983 $ 430,251

See Note 12, "Fair Value Measurements," below for further information regarding the Company's fair value
measurements for loans, and Note 7, "Derivatives and Hedging Activities," below for information regarding
interest-rate swap agreements related to certain commercial loans.

(4) Allowance for Loan Losses

Allowance for probable loan losses methodology

On a quarterly basis, management prepares an estimate of the allowance necessary to cover estimated probable credit
losses. The Company uses a systematic methodology to measure the amount of estimated loan loss exposure inherent
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in the portfolio for purposes of establishing a sufficient allowance for loan losses. The methodology makes use of
specific reserves for loans individually evaluated and deemed impaired, and general reserves for larger groups of
homogeneous loans, which are collectively evaluated relying on a combination of qualitative and quantitative factors
that may affect credit quality of the pool.

There have been no material changes to the Company's underwriting practices, credit risk management system, or to
the allowance assessment methodology used to estimate loan loss exposure as reported in the 2016 Annual Report on
Form 10-K. Refer to Note 4, "Allowance for Loan Losses," to the Company's consolidated financial statements
contained in the 2016
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Annual Report on Form 10-K for further discussion of management's methodology used to estimate a sufficient
allowance for loan losses, the credit risk management function and adversely classified loan rating system.

The balances of loans as of June 30, 2017 by segment and evaluation method are summarized as follows:

(Dollars in thousands)

Loans individually Loans collectively

evaluated for evaluated for

Gross Loans

impairment impairment

Commercial real estate $ 15,584 $ 1,092,130 $1,107,714
Commercial and industrial 12,503 492,737 505,240
Commercial construction 1,619 216,658 218,277
Residential mortgages 272 188,669 188,941
Home equity loans and lines 494 85,900 86,394
Consumer 13 10,051 10,064
Total gross loans $ 30,485 $ 2,086,145 $2,116,630

The balances of loans as of December 31, 2016 by segment and evaluation method are summarized as follows:

(Dollars in thousands)

Loans individually Loans collectively

evaluated for evaluated for

Gross Loans

impairment impairment

Commercial real estate $ 14,261 $ 1,023,821 $1,038,082
Commercial and industrial 13,372 477,427 490,799
Commercial construction 3,364 210,083 213,447
Residential mortgages 289 180,271 180,560
Home equity loans and lines 509 90,556 91,065
Consumer 1 10,844 10,845
Total gross loans $ 31,796 $ 1,993,002 $2,024,798

Credit quality indicators

Early detection of credit issues is critical to minimize credit losses. Accordingly, management regularly monitors
internal credit quality indicators such as the risk classification of individual loans, individual review of problem assets,
past due and non-accrual loans, impaired and restructured loans, and the level of foreclosure activity, as well as trends
in the general levels of these indicators. These credit quality indicators are discussed below.

Adversely classified loans

The Company's loan risk rating system classifies loans depending on risk of loss characteristics. Loans which are
evaluated to be of weaker credit quality are placed on the "watch credit listing" and reviewed on a more frequent basis
by management. The classifications range from "substantially risk free" for the highest quality loans and loans that are
secured by cash collateral, through a satisfactory range of "minimal," "moderate," "better than average," and "average"
risk, to the regulatory problem-asset classifications of "criticized," for loans that may need additional monitoring, and
the more severe adverse classifications of "substandard," "doubtful," and "loss" based on criteria established under
banking regulations.

Adversely classified loans may be accruing or in non-accrual status and may be additionally designated as impaired or
restructured, or some combination thereof.
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The following tables present the Company's credit risk profile for each class of loan in its portfolio by internally
assigned adverse risk rating category as of the periods indicated.

June 30, 2017

Adversely Classified ~ Not Adversely
(Dollars in thousands) Substandddubtful Loss Classified Gross Loans
Commercial real estate $15915 % — $ —9$1,091,799 $1,107,714
Commercial and industrial 11,673 54 1 493,512 505,240
Commercial construction 1,620 — — 216,657 218,277
Residential mortgages 1,380 — — 187,561 188,941
Home equity loans and lines 644 — — 85,750 86,394
Consumer 41 — — 10,023 10,064
Total gross loans $31273 $ 54 $1 $2,085302 $2,116,630

December 31, 2016

Adversely Classified ~ Not Adversely
(Dollars in thousands) Substandddubtful Loss Classified Gross Loans
Commercial real estate $16,003 $ — $ —$1,022,079 $1,038,082
Commercial and industrial 12,770 99 2 477,928 490,799
Commercial construction 3,364 — — 210,083 213,447
Residential mortgages 1,414 — — 179,146 180,560
Home equity loans and lines 666 — — 90,399 91,065
Consumer 30 — — 10,815 10,845
Total gross loans $34247°$ 99 $2 $1,990,450 $2,024,798

Total adversely classified loans amounted to 1.48% of total loans at June 30, 2017, as compared to 1.70% at
December 31, 2016.

Past due and non-accrual loans
The following tables present an age analysis of past due loans as of the dates indicated:

Balance at June 30, 2017
Past

(Dollars in thousands) 30-59 Da$s89 Days Due 90 Total Past Current Loans Gross Non-accrual

Past Du®ast Due  days or Due Loans Loans Loans

more

Commercial real estate $1,703 $ 74 $4.420 $ 6,197 $1,101,517 $1,107,714 $ 8,446
Commercial and industrial 308 1,411 1,463 3,182 502,058 505,240 3,744
Commercial construction 1,140 — — 1,140 217,137 218,277 200
Residential mortgages 128 — 186 314 188,627 188,941 272
Home equity loans and lines 88 96 212 396 85,998 86,394 594
Consumer 47 17 7 71 9,993 10,064 20

Total gross loans

20

$3,414 $ 1,598

$6,288 $ 11,300 $2,105,330

$2,116,630 $ 13,276
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Balance at December 31, 2016

Past
. 30-59 Da$s89 Days Due 90 Total Past Non-accrual
(Dollars in thousands) Past Du®ast Due  days or Due Loans Current Loans Gross Loans Loans
more
Commercial real estate $5,993 $ 923 $1,399 $8,315  $1,029,767 $1,038,082 $ 4,876
Commercial and industrial 267 4 1,544 1,815 488,984 490,799 3,174
Commercial construction — — — — 213,447 213,447 519
Residential mortgages 648 — 99 747 179,813 180,560 289
Home equity loans and lines 270 — 269 539 90,526 91,065 616
Consumer 94 13 11 118 10,727 10,845 11
Total gross loans $7,272 $ 940 $3,322 $11,534 $2,013,264 $2,024,798 $ 9,485

At June 30, 2017 and December 31, 2016, all loans past due 90 days or more were carried as non-accrual, in addition
to those loans where reasonable doubt exists as to the full and timely collection of interest or principal that have also
been designated as non-accrual, despite their payment due status shown in the tables above.

Non-accrual loans that were not adversely classified amounted to $81 thousand at June 30, 2017 and $220 thousand at
December 31, 2016. These balances primarily represented the guaranteed portions of non-performing SBA loans. The
majority of the non-accrual loan balances were also carried as impaired loans during the periods noted, and are
discussed further below.

The ratio of non-accrual loans to total loans amounted to 0.63% at June 30, 2017, and 0.47% at December 31, 2016.
At June 30, 2017, additional funding commitments for non-accrual loans was not material.
Impaired loans

Impaired loans are individually significant loans for which management considers it probable that not all amounts due
(principal and interest) in accordance with the original contractual terms will be collected. Impaired loans are
individually evaluated for credit loss and a specific allowance reserve is assigned for the amount of the estimated
probable credit loss. The majority of impaired loans are included within the non-accrual balances; however, not every
loan on non-accrual status has been designated as impaired. Impaired loans include loans that have been modified in a
troubled debt restructuring ("TDR,") see below.

The carrying value of impaired loans amounted to $30.5 million and $31.8 million at June 30, 2017 and December 31,
2016, respectively. Total accruing impaired loans amounted to $17.3 million and $22.4 million at June 30, 2017 and
December 31, 2016, respectively, while non-accrual impaired loans amounted to $13.2 million and $9.4 million as of
June 30, 2017 and December 31, 2016, respectively.

The following tables set forth the recorded investment in impaired loans and the related specific allowance allocated
as of the dates indicated:

Balance at June 30, 2017

Unpaid Recorded Recorded

"]iotal recorded . . Related

. contractua . Investment investment e

(Dollars in thousands) rincipal investment in with no with specific
Ealanfe impaired loans allowance allowance allowance

Commercial real estate $17,181 $ 15,584 $13213 $ 2,371 $ 393
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Commercial and industrial 13,183 12,503 8,749 3,754 1,771
Commercial construction 1,667 1,619 1,619 — —
Residential mortgages 381 272 272 — —
Home equity loans and lines 659 494 494 — —
Consumer 14 13 — 13 13
Total $33,085 $ 30,485 $24347 $ 6,138 $ 2,177
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Balance at December 31, 2016

Unpaid "]iotal recorded Recorded Recorded Related
. contractua . Investment investment o

(Dollars in thousands) rincial 1Ivestment in th 10 th specific

Eallanlcpe impaired loans zﬁowance zﬁowance allowance
Commercial real estate $16,010 $ 14,261 $12444 $ 1,817 $ 370
Commercial and industrial 14,291 13,372 9,366 4,006 2,222
Commercial construction 3,408 3,364 3,051 313 28
Residential mortgages 388 289 289 — —
Home equity loans and lines 665 509 509 — —
Consumer 2 1 — 1 1
Total $34,764 $ 31,796 $25,659 $ 6,137 $ 2,621

The following table presents the average recorded investment in impaired loans and the related interest recognized

during the three months indicated:

Three Months Ended June Three Months Ended June

30, 2017

(Dollars in thousands)

investment recognized

Commercial real estate $14,403 $ 78
Commercial and industrial 12,367 76
Commercial construction 1,622 22
Residential mortgages 279 —

Home equity loans and lines 565 —
Consumer 15 —

Total $29,251 $ 176

Average redatdegbt income Average redatdegkt income

30, 2016

investment recognized
$12,700 $ 64
8,090 39

3,089 37

304 —

306 —

20

$24,509 $ 140

The following table presents the average recorded investment in impaired loans and the related interest recognized

during the periods indicated:
Six Months Ended June
30,2017

(Dollars in thousands)

investmentrecognized
Commercial real estate $13,891 $ 179
Commercial and industrial 12,623 181
Commercial construction 2,017 49
Residential mortgages 283 —
Home equity loans and lines 552 2 )
Consumer 14 —
Total $29,380 $ 407

Average rehuedest income Average rebmiedest income

Six Months Ended June
30,2016
investmentrecognized
$11,184 $ 107

8,257 65

3,032 74

306 —

276 2 )
21 —

$23,076 $ 244

At June 30, 2017, additional funding commitments for impaired loans totaled $394 thousand. The Company's

obligation to fulfill the additional funding commitments on impaired loans is generally contingent on the borrower's

compliance with the terms of the credit agreement. If the borrower is not in compliance, additional funding
commitments may or may not be made at the Company's discretion.
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Troubled debt restructurings

Loans are designated as a TDR when, as part of an agreement to modify the original contractual terms of the loan as a
result of financial difficulties of the borrower, the Bank grants the borrower a concession on the terms, that would not
otherwise be considered. Typically, such concessions may consist of a reduction in interest rate to a below market
rate, taking into account the credit quality of the note, extension of additional credit based on receipt of adequate
collateral, or a deferment or reduction of payments (principal or interest) which materially alters the Bank's position or
significantly extends the note's maturity date, such that the present value of cash flows to be received is materially less
than those contractually established at the loan's origination.

Total TDR loans, included in the impaired loan balances above, as of June 30, 2017 and December 31, 2016, were
$23.3 million and $27.0 million, respectively. TDR loans on accrual status amounted to $17.3 million and $22.4
million at June 30, 2017 and December 31, 2016, respectively. TDR loans included in non-performing loans
amounted to $6.0 million and $4.6 million at June 30, 2017 and December 31, 2016, respectively. The Company
continues to work with customers, particularly commercial relationships, and enters into loan modifications to the
extent deemed to be necessary or appropriate while attempting to achieve the best mutual outcome given the
individual financial circumstances and future prospects of the borrower.

At June 30, 2017, additional funding commitments for TDR loans totaled $394 thousand. The Company's obligation
to fulfill the additional funding commitments on TDR loans is generally contingent on the borrower's compliance with
the terms of the credit agreement. If the borrower is not in compliance, additional funding commitments may or may
not be made at the Company's discretion.

The following table sets forth the post modification balances of TDRs listed by type of modification for TDRs that
occurred during the periods indicated.

Six months
ended
. June 30,June 30,
(Dollars in thousands) 2017 2016
Loan advances with adequate collateral $367 $6,337
Extended maturity date 5,739 201
Temporary payment reduction and payment re-amortization of remaining principal over extended 1,086
term ’ -
Temporary interest only payment plan 1,016 594
Total $8,208 $7,132

Loans modified as TDRs during the three month period ended June 30, 2017 are detailed below.

Three months ended June 30, 2017
Pre-modification Post-modification

. Numbttafding outstanding
(Dollars in thousands) restracordnds recorded
investment investment
Commercial real estate 3 $ 929 $ 928
Commercial and industrial 10 2,213 2,326
Commercial construction 2 1,420 1,419

Residential mortgages —_— —
Home equity loans and lines — — —
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Payment defaults, during the three month period ended June 30, 2017, on loans modified as TDRs within the
preceding twelve months are detailed below.

Three months

ended June 30,
2017
Nuober
of modification
(Dollars in thousands) TIRtstanding
thatcorded
defavhtenent
Commercial real estate —$ —
Commercial and industrial 5 1,457
Commercial construction
Residential mortgages
Home equity loans and lines ——
Consumer _
Total 5% 1,457

Loans modified as TDRs during the six month period ended June 30, 2017 are detailed below.
Six months ended June 30, 2017
Pre-modification Post-modification

. Numbttafding outstanding

(Dollars in thousands) restracordnds recorded
investment investment

Commercial real estate 4 $ 1,304 $ 1,299
Commercial and industrial 12 5,165 5,290
Commercial construction 3 1,626 1,619
Residential mortgages — — —
Home equity loans and lines — — —
Consumer —_— —
Total 19 $ 8,095 $ 8,208

There were no subsequent charge-offs associated with the new TDRs noted in the table above during the six months
ended June 30, 2017. At June 30, 2017, there were $376 thousand specific reserves allocated to the TDRs entered into
during the 2017 period as management considered it likely that the majority of outstanding principal will ultimately be
collected.

Payment defaults, during the six month period ended June 30, 2017, on loans modified as TDRs within the preceding
twelve months are detailed below.

Six months

ended June 30,

2017

Nutober

of modification

TIRtstanding

thaecorded

defawktenent

(Dollars in thousands)
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Commercial real estate 2 $ 734
Commercial and industrial 6 1,687
Commercial construction
Residential mortgages
Home equity loans and lines ——
Consumer _
Total 8§ 2421
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Loans modified as TDRs during the three month period ended June 30, 2016 are detailed below.
Three months ended June 30, 2016
Pre-modification Post-modification

(Dollars in thousands) Numbréawding outstanding

restootdechgs recorded
investment investment

Commercial real estate 4 $ 5,093 $ 5,059
Commercial and industrial 5 1,794 1,810
Commercial construction —
Residential mortgages e —
Home equity loans and lines —— —
Consumer —_ —
Total 9% 6,887 $ 6,869

Payment defaults, during the three months ended June 30, 2016, on loans modified as TDRs within the preceding
twelve months are detailed below.
Three months
ended June 30,
2016
NuRdstr
of modification
(Dollars in thousands) TDRistanding
thatecorded
defmpesdment
Commercial real estate —$ —
Commercial and industrial 2 417
Commercial construction — —
Residential —_—
Home Equity —_
Consumer —_—
Total 2 $ 417

Loans modified as TDRs during the six month period ended June 30, 2016 are detailed below.
Six months ended June 30, 2016
Pre-modification Post-modification

. Numbttafding outstanding
(Dollars in thousands) restracordnds recorded
investment investment
Commercial real estate 4 $ 5,093 $ 5,059
Commercial and industrial 6 2,058 2,073

Commercial construction — — —
Residential mortgages — — —
Home equity loans and lines — — —
Consumer — — —
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Total 10$ 7,151 $ 7,132

For the TDRs entered into during the 2016 period, there were no subsequent charge-offs associated, and there was
$169 thousand in specific reserves allocated to these TDRs, as management considered it likely that the unreserved
principal will ultimately be collected.
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Payment defaults, during the six months ended June 30, 2016, on loans modified as TDRs within the preceding twelve
months are detailed below.
Six months
ended June 30,
2016
NuBRdstr
of modification
(Dollars in thousands) TDR#standing
thatecorded
defmpesdment
Commercial real estate —_—
Commercial and industrial 2 $ 417
Commercial construction —_—
Residential mortgages
Home equity loans and lines — —
Consumer —_—
Total 2 $ 417

Other real estate owned ("OREQO")

The Company carried no OREO at June 30, 2017, December 31, 2016 or June 30, 2016. There were no additions,
sales or write downs on OREO during the six months ended June 30, 2017 or 2016.

At June 30, 2017, the Company had consumer mortgage loans secured by residential real estate properties for which
formal foreclosure proceedings were in process according to local requirements of the applicable jurisdictions with
carrying amounts totaling $301 thousand compared with $200 thousand at December 31, 2016.

Allowance for loan loss activity

The allowance for loan losses is established through a provision for loan losses, a direct charge to earnings. Loan
losses are charged against the allowance when management believes that the collectability of the loan principal is
unlikely. Recoveries on loans previously charged-off are credited to the allowance.

The allowance for loan losses amounted to $32.0 million at June 30, 2017, compared to $31.3 million at December 31,
2016, and $30.3 million at June 30, 2016. For the six months ended June 30, 2017 and June 30, 2016, the provision for
loan losses amounted to $405 thousand and $1.1 million, respectively. The decrease in the provision for the six
months ended June 30, 2017 was due primarily to generally improving credit quality metrics and underlying collateral
values, partially offset by the higher level of loan growth during the 2017 period, as compared to the 2016 period.

The allowance for loan losses to total loans ratio was 1.51% at June 30, 2017, 1.55% at December 31, 2016 and 1.60%
at June 30, 2016. Based on management's judgment as to the existing credit risks inherent in the loan portfolio, as
discussed above under the heading "Credit Quality Indicators," management believes that the Company's allowance
for loan losses is adequate to absorb probable losses from specifically known and other probable credit risks
associated with the portfolio as of June 30, 2017.

Changes in the allowance for loan losses by portfolio segment for the three months ended June 30, 2017 are presented
below:
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(Dollars in thousands) Cmml Real Cmml z‘flnd Cmml Resid. Home

Estate Industrial Constr Mortgage Equity
Beginning Balance at March 31,2017 $ 15,294  $11,178 $3,364 $ 978  $635 $ 234
Provision 295 (148 ) 120 11 (14 ) 16
Recoveries 56 71 — — 1 2
Less: Charge offs — 114 — — — 21
Ending Balance at June 30, 2017 $ 15,645 $10,987 $3,484 $ 989  $622 $ 231

26

Consumer Total

$31,683
280
130
135
$31,958

49



Edgar Filing: ENTERPRISE BANCORP INC /MA/ - Form 10-Q

ENTERPRISE BANCORP, INC.

Table of Contents ) ) . . .
Table of Contents Notes to the Unaudited Consolidated Interim Financial Statements

Changes in the allowance for loan losses by portfolio segment for the six months ended June 30, 2017 are presented
below:
Cmml Real Cmml and Cmml Resid. Home

(Dollars in thousands) Estate Industrial Constr MortgageEquity ConsumerTotal
Beginning Balance at December 31, 2016 $14902 $11,204 $3,406 $ 960 $634 $ 236  $31,342
Provision 611 (343 ) 78 29 (14 ) 44 405
Recoveries 132 343 — — 2 5 482
Less: Charge offs — 217 — — — 54 271
Ending Balance at June 30, 2017 $15645 $10,987 $3,484 $ 989 $622 $ 231  $31,958
Ending allowance balance:

.Alloc‘ated to loans individually evaluated for $393 $1771  $— § — $—  $ 13 $2.177
impairment

.Alloc.ated to loans collectively evaluated for $15252 $9216 $3.484 % 989 $622 $ 218  $29.781
impairment

Changes in the allowance for loan losses by portfolio segment for the three months ended June 30, 2016 are presented
below:

(Dollars in thousands) Cmml Real Cmml E.md Cmml - Resid. Home Consumer Total
Estate Industrial Constr Mortgage Equity

Beginning Balance at March 31,2016 $ 13,827 $10,278 $3,964 $ 1,077 $541 $ 223 $29.910

Provision 865 (714 ) 92 8 9 7 267

Recoveries 1 480 — — 2 1 484

Less: Charge offs 179 131 — — — 6 316

Ending Balance at June 30, 2016 $14514 $9913  $4,056 $1,085 $552 $ 225 $30,345

Changes in the allowance for loan losses by portfolio segment for the six months ended June 30, 2016 are presented
below:
Cmml Real Cmml and Cmml Resid. = Home

(Dollars in thousands) Estate Industrial Constr Mortgage Equity ConsumerTotal
Beginning Balance at December 31, 2015 $13,514 $9,758 $3,905 $1,061 $540 $ 230  $29,008
Provision 1,159 (251 ) 156 24 15 14 1,117
Recoveries 20 609 — — 2 3 634
Less: Charge offs 179 203 5 — 5 22 414
Ending Balance at June 30, 2016 $14,514 $9913 $4,056 $1,085 $552 $ 225 $30,345

Ending allowance balance:
Allocated to loans individually evaluated for

) . $ 541 $ 990 $550 $— $— §$ 18 $2,099
impairment

.Alloc‘ated to loans collectively evaluated for $13.973 $8.923 $3.506 $1.085 $552 § 207 $28.246
impairment
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(5)Deposits

Deposits are summarized as follows:

(Dollars in thousands) June 30, December 31,

2017 2016
Non-interest bearing demand deposits $700,415 $646,115
Interest bearing checking 406,077 372,696
Savings 199,018 178,637
Money market 793,131 844,216

Certificates of deposit $250,000 or less 128,346 125,580
Certificates of deposit more than $250,000 39,335 42,315

Total customer deposits 2,266,322 2,209,559
Brokered deposits (1) 87,460 59,362
Total deposits $2,353,782 $2,268,921

() Primarily brokered CDs $250,000 and under

Total customer deposits (deposits excluding brokered deposits) include reciprocal money market deposits and CDs
received from participating banks in nationwide deposit networks as a result of our customers electing to participate in
Company offered programs which allow for full FDIC insurance. Essentially, the equivalent of the customers' original
deposited funds comes back to the Company as customer deposits within the appropriate category under total deposits
on the consolidated balance sheet. The Company's customers' balances in these reciprocal products were $252.4
million and $281.6 million at June 30, 2017 and December 31, 2016, respectively.

See Note 12, "Fair Value Measurements," below for further information regarding the Company's fair value
measurements for deposits.

(6)Borrowed Funds and Subordinated Debt

Borrowed funds, consisting of FHLB borrowings, amounted to $44.3 million at June 30, 2017, compared to $10.7
million at December 31, 2016.

The Company also carried subordinated debt of $14.8 million (net of deferred issuance costs) at both June 30, 2017
and December 31, 2016, which consisted of $15.0 million in aggregate principal amount of Fixed-to-Floating Rate
Subordinated Notes (the "Notes"), issued in January 2015, with a 15 year term. The Notes are intended to qualify as
Tier 2 capital for regulatory purposes, and pay interest at a fixed rate of 6.00% per annum through January 30, 2025.
Refer to Note 7, "Borrowed Funds and Subordinated Debt," to the Company's consolidated financial statements
contained in the 2016 Annual Report on Form 10-K for additional information about the Company's subordinated
debt.

See Note 12, "Fair Value Measurements," below for further information regarding the Company's fair value
measurements for borrowed funds and subordinated debt.

(7)Derivatives and Hedging Activities
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Interest rate lock commitments related to the origination of mortgage loans that will be sold are considered derivative
instruments. The commitments to sell loans are also considered derivative instruments. The Company generally does
not pool mortgage loans for sale, but instead, sells the loans on an individual basis. To reduce the net interest rate
exposure arising from its loan sale activity, the Company enters into the commitment to sell these loans at essentially
the same time that the interest rate lock commitment is quoted on the origination of the loan. The Company estimates
the fair value of these derivatives based on current secondary mortgage market prices. At June 30, 2017 and
December 31, 2016, the estimated fair values of these derivative instruments were considered to be immaterial.
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The Company may use interest-rate contract swaps as part of its interest-rate risk management strategy. Interest-rate
swap agreements are entered into as hedges against future interest-rate fluctuations on specifically identified assets or
liabilities. The Company did not have derivative fair value hedges or derivative cash flow hedges at either June 30,
2017 or December 31, 2016.

The Company also has a “Back-to-Back Swap” program whereby the Bank enters into an interest rate swap with a
qualified commercial banking customer and simultaneously enters into an equal and opposite interest rate swap with a
counterparty. The customer interest rate swap agreement allows commercial banking customers to convert a
floating-rate loan payment to fixed-rate payment.

The transaction structure effectively minimizes the Bank’s net risk exposure resulting from such transactions.
Customer-related credit risk is minimized by the cross collateralization of the loan and the interest rate swap
agreement.

Back-to-Back Swaps are not speculative but rather, result from a service the Company provides to certain customers.
Back-to-Back Swaps do not meet hedge accounting requirements and therefore changes in the fair value of both the
customer swaps and the counterparty swaps, which have an offsetting relationship, are recognized directly in earnings.
As a result of this offsetting relationship, there were no net gains or losses recognized in income on Back-to-Back
Swaps during the six months ended June 30, 2017 or June 30, 2016.

The Company had six interest-rate swaps at June 30, 2017 with an aggregate notional amount of $29.8 million
compared to four interest-rate swaps with an aggregate notional amount of $26.7 million at December 31, 2016.

Asset derivatives and liability derivatives are included in prepaid expenses and other assets and accrued expenses and
other liabilities on the consolidated balance sheets, respectively.

The table below presents the fair value and classification of the Company’s derivative financial instruments for the
periods presented:

As of June 30, As of December

2017 31,2016

Asset Liability Asset Liability

Derivdierdyatives Derivdiiedvatives

Back-to-Back Swaps $459 $ 459 $610$ 610

(Dollars in thousands)

By using derivative financial instruments, the Company exposes itself to counterparty credit risk. Credit risk is the risk
of failure by the counterparty to perform under the terms of the derivative contract. When the fair value of a derivative
contract is positive, the counterparty owes the Company, which creates credit risk for the Company. When the fair
value of a derivative is negative, the Company owes the counterparty and, therefore, it does not possess credit risk.
The credit risk in derivative instruments is mitigated by entering into transactions with highly-rated counterparties that
management believes to be creditworthy. As the swaps are subject to master netting agreements, the Company had
reduced exposure relating to interest rate swaps with institutional counterparties at June 30, 2017. The Company had
unsecured counterparty credit risk exposure of $459 thousand and $610 thousand on interest rate swaps at June 30,
2017 and December 31, 2016, respectively. The counterparty was rated A / A2 by S&P and Moody’s, respectively, at
June 30, 2017.
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Certain counterparty interest rate swaps contain provisions that require the Company to post collateral if the derivative
exposure exceeds a threshold amount. See the table below for amounts held at each period presented. The table below
also presents the Company's asset and liability derivative positions and the potential effect of netting arrangements on

its financial position, as of the periods presented.
June 30, 2017

Net
Gross
Amounts
Amounts
GrossO ffset in of Assets
Amounts Presented Gross amounts not offset in
in the the Statement of Financial

Statement ..
Reco‘%}‘uze Statement Position

Asse iabilitilesof
mmancial . .
Financial

Position .
Position
. Figashiadollateral Net
(Dollars in thousands) IngRensined)/Posted Amount
Asset Derivatives
Back-to-Back Swaps $459$ —$ 459 $3% —$ 459
Liability Derivatives
Back-to-Back Swaps $459$ —$ 459 $3% —$ 459
December 31, 2016
Gross Net
Amounts
Amounts
GrossO ffset in of Assets
Amounts Presented Gross amounts not offset in
in the the Statement of Financial

Statement ..
Reco‘%}‘uze Statement Position

Asse 1ab111tllesof
mancial . .
L. Financial
Position

Position
. Fifi2ashadollateral Net
(Dollars in thousands) IngRensined)/Posted Amount
Asset Derivatives
Back-to-Back Swaps $610$ -$ 610 $3% —3$ 610
Liability Derivatives
Back-to-Back Swaps $610$ -$ 610 $3% —3$ 610

The Company has interest rate swaps with counterparties that contain credit-risk-related contingent provisions. These
provisions provide the counterparty with the right to terminate its derivative positions and require the Company to
settle its obligations under the agreements if the Company defaults on certain of its indebtedness.

The Company also participates in loans originated by third party banks, where the originating bank utilizes a
back-to-back interest rate swap structure; however, the Company is not a party to the swap agreements. Under the
terms of the loan participations, the Company has accepted contingent liabilities that would only be realized if the
swaps were terminated early and there were outstanding losses not covered by the underlying borrowers and the
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borrowers' pledged collateral. If applicable, the Company’s swap loss exposure would be equal to the percentage of
the Company’s participation in the underlying loan applied to the originating bank's swap loss. At June 30, 2017 and
December 31, 2016, the Company had two such participation loans and management considers the risk of material
swap loss exposure to be unlikely based on the borrower's financial and collateral strength.
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(8)Stockholders' Equity
Shares authorized and share issuance

The Company’s authorized capital is divided into common stock and preferred stock. At the Company's annual
meeting on May 2, 2017, shareholders voted to amend the Company’s Restated Articles of Organization to increase the
number of shares of common stock that the Company is authorized to issue from 20,000,000 shares to 40,000,000
shares. The Company is authorized to issue 1,000,000 shares of preferred stock.

The Company has a shareholders rights plan. Under the plan, each share of common stock includes a right to purchase
under certain circumstances one one-hundredth of a share of the Company’s Series A Junior Participating Preferred
Stock, par value 0.01 per share, at a purchase price of $52.00 per one one-hundredth of a preferred share, subject to
adjustment, or, in certain circumstances, to receive cash, property, shares of common stock or other securities of the
Company. The rights are not presently exercisable and remain attached to the shares of common stock until the
occurrence of certain triggering events that would ordinarily be associated with an unsolicited acquisition or attempted
acquisition of 10% or more of the Company’s outstanding shares of common stock. The rights have no voting or
dividend privileges, and unless and until they become exercisable, have no dilutive effect on the earnings of the
Company. The rights will expire, unless earlier redeemed, exchanged, or otherwise rescinded by the Company, on
January 13, 2018. The Company is currently evaluating the renewal of the plan in anticipation of this expiration date.

The Company's stock incentive plans permit the Board of Directors to grant, under various terms, stock options (for
the purchase of newly issued shares of common stock), restricted stock, restricted stock units and stock appreciation
rights to officers and other employees, directors and consultants. These plans also allow for newly issued shares of
common stock to be issued without restrictions to officers and other employees, directors and consultants.

The Company issues stock options and restricted stock awards to officers and other employees and restricted stock
awards and stock compensation in lieu of cash fees to non-employee directors. The restricted stock awards allow for
the non-forfeitable receipt of dividends, and the voting of all shares, whether or not vested, throughout the vesting
periods at the same proportional level as common shares outstanding. The unvested restricted stock awards are the
Company's only participating securities and are included in shares outstanding. Unvested participating restricted
awards amounted to 126,770 shares and 141,580 shares as of June 30, 2017 and December 31, 2016, respectively.

Upon vesting, restricted stock awards may be net share-settled to cover payment for employee tax obligations,
resulting in shares of common stock being reacquired by the Company. Chapter 156D of the Massachusetts General
Laws, a statute known as the Massachusetts Business Corporation Act, which applies to Massachusetts corporations
such as the Company, eliminates the concept of “treasury stock” and provides that shares a Massachusetts company
reacquires will be treated as authorized but unissued shares.

See Note 10, "Stock-Based Compensation," below for additional information regarding the Company's stock incentive
plans.

In addition to shares issued to employees, directors and consultants and shares issued through equity offerings (see
below), the Company maintains a dividend reinvestment and direct stock purchase plan (“DRSPP”) for stockholders and

new investors to reinvest or purchase additional shares of common stock directly from the Company.

Capital Raised
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In the second quarter of 2016, the Company completed a combined shareholder subscription rights offering and
supplemental community offering (the "Offering"), at an offering price of $21.50 per share, under its $40 million shelf
registration statement (Reg No. 333-190017). The Company issued 930,232 shares of common stock and received
gross proceeds of $20.0 million ($19.7 million, net of offering costs) in the Offering. The Company contributed the
net proceeds to the Bank to support future asset growth and for general corporate purposes.

See Note 11, "Earnings per Share," below for addition information regarding the impact of common stock and options
issued.

Comprehensive Income
Comprehensive income is defined as all changes to stockholders' equity except investments by and distributions to
stockholders. Net income is one component of comprehensive income, with other components referred to in the

aggregate as other comprehensive income. The Company's only other comprehensive income component is the net
unrealized holding gains
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or losses on investments available-for-sale, net of deferred income taxes. Pursuant to GAAP, the Company initially
excludes these unrealized holding gains and losses from net income; however, they are later reported as
reclassifications out of accumulated other comprehensive income into net income when the securities are sold. When
securities are sold, the reclassification of realized gains and losses on available-for-sale securities are included on the
Consolidated Statements of Income under the "non-interest income" subheading on the line item "net gains on sales of
investment securities" and the related income tax expense is included in the line item "provision for income taxes,"
both of which are also detailed on the Consolidated Statements of Comprehensive Income under the subheading
"reclassification adjustment for net gains included in net income."

Refer to Note 10, "Stockholders' Equity," to the Company's consolidated financial statements included in the
Company's 2016 Annual Report on Form 10-K for additional information relating to capital adequacy requirements,
dividends and the DRSPP.

(9) Supplemental Retirement Plan and Other Post-retirement Benefit Obligations
Supplemental Employee Retirement Plan ("SERP")

The Company has salary continuation agreements with two of its current executive officers and one former executive
officer. These salary continuation agreements provide for predetermined fixed-cash supplemental retirement benefits
to be provided for a period of 20 years after each individual reaches a defined "benefit age." The individuals covered
under the SERP have reached the defined benefit age and are receiving payments under the plan. Additionally, the
Company has not recognized service costs in the current or prior year as each officer had previously attained their
individually defined benefit age and was fully vested under the plan.

This non-qualified plan represents a direct liability of the Company, and as such has no specific assets set aside to
settle the benefit obligation. The funded status is the aggregate amount accrued, or the "accumulated benefit
obligation," which is equal to the present value of the benefits to be provided to the employee or any beneficiary.
Because the Company's benefit obligations provide for predetermined fixed-cash payments, the Company does not
have any unrecognized costs to be included as a component of accumulated other comprehensive income.

Total net periodic benefit costs, comprised of interest costs only, were $29 thousand and $58 thousand for the three
and six months ended June 30, 2017, respectively, compared to $31 thousand and $62 thousand for the three and six
months ended June 30, 2016, respectively.

Benefits paid amounted to $69 thousand and $138 thousand for both the three and six months ended June 30, 2017
and June 30, 2016, respectively. The Company anticipates accruing an additional $58 thousand to the SERP during
the remainder of 2017.

Supplemental Life Insurance

The Company has provided supplemental life insurance through split-dollar life insurance arrangements for certain
executive and senior officers on whom the Bank owns bank-owned life insurance ("BOLI").

These arrangements provide a death benefit to the officer's designated beneficiaries that extend to postretirement

periods for some of the supplemental life insurance plans. The Company has recognized a liability for these future
postretirement benefits.
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These non-qualified plans represent a direct liability of the Company, and as such has no specific assets set aside to
settle the benefit obligation. The funded status is the aggregate amount accrued, or the "accumulated postretirement
benefit obligation," which is the present value of the post-retirement benefits associated with this arrangement.

The following table illustrates the net periodic post-retirement benefit cost for the supplemental life insurance plans
for the periods indicated:

Three .
Six months
months
ended June
ended June 30
30, ’
(Dollars in thousands) 2017 2016 2017 2016
Service Cost $3) $(3) $(6) $(5)
Interest Cost 23 21 46 42

Net periodic post-retirement benefit cost $20 $18 $40 $37
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(10) Stock-Based Compensation

The Company currently has two individual stock incentive plans: the 2009 plan, as amended in 2015, and the 2016
plan. As of June 30, 2017, an aggregate of 440,470 shares remain available for future grants under the plans.

The Company's stock-based compensation expense related to these plans includes stock options and stock awards to
officers and other employees included in salary and benefits expense, and stock awards and stock compensation in
lieu of cash fees to non-employee directors both included in other operating expenses. Total stock-based
compensation expense was $496 thousand and $820 thousand for the three and six months ended June 30, 2017,
respectively, compared to $462 thousand and $905 thousand for the three and six months ended June 30, 2016,
respectively.

Stock Option Awards
The Company recognized stock-based compensation expense related to stock option awards of $41 thousand and $103
thousand for the three and six months ended June 30, 2017, respectively, compared to $63 thousand and $142

thousand for the three and six months ended June 30, 2016, respectively.

The Company utilizes the Black-Scholes option valuation model in order to determine the per share grant date fair
value of option grants.

The table below provides a summary of the options granted in during the periods indicated:

Six Months Ended

June 30,

2017 2016
Options granted 15,009 31,047
Term in years 10 10
Weighted average assumptions used in the fair value model:
Expected volatility 40 % 42 %
Expected dividend yield 209 % 3.02 %
Expected life in years 7 7
Risk-free interest rate 235 % 191 %
Weighted average market price on date of grants $30.46 $21.91
Per share weighted average fair value $11.34  $7.91
Fair value as a percentage of market value at grant date 37 % 36 %

Options granted during the first six months of 2017 and 2016 generally vest 50% in year two and 50% in year four, on
the anniversary date of the awards. Vested options are only exercisable while the employee remains employed with
the Bank and for a limited time thereafter. For all awards, if a grantee’s employment or other service relationship, such
as service as a director, is terminated for any reason, then any stock options granted that have not vested as of the time
of such termination generally must be forfeited, unless the Compensation Committee or the Board of Directors, as the
case may be, waives such forfeiture requirement.

Refer to Note 12 "Stock-Based Compensation Plans," in the Company's 2016 Annual Report on Form 10-K for a
further description of the assumptions used in the valuation model.
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Stock Awards
Stock-based compensation expense recognized in association with stock awards amounted to $384 thousand and $571

thousand for the three and six months ended June 30, 2017, respectively, compared to $323 thousand and $617
thousand for the three and six months ended June 30, 2016, respectively.
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Restricted stock awards are granted at the market price on the date of the grant. Employee awards generally vest over
four years in equal portions beginning on the first anniversary date of the award or are performance based awards that
vest upon the Company achieving certain predefined performance objectives. Non-employee director awards
generally vest over two years in equal portions beginning on the first anniversary date of the award.

The table below provides a summary of restricted stock awards granted during the periods indicated:

Six Months

Ended June 30,
Restricted Stock Awards (no. of underlying shares) 2017 2016
Two Year Vesting 6,944 9,060
Four Year Vesting 16,253 18,298
Performance-Based Vesting 25,623 35,071
Total Restricted Stock Awards 48,820 62,429
Weighted average grant date fair value $30.46 $21.90

If a grantee's employment or other service relationship, such as service as a director, is terminated for any reason, then
any shares of restricted stock granted that have not vested as of the time of such termination generally must be
forfeited, unless the Compensation Committee or the Board of Directors, as the case may be, waives such forfeiture
requirement.

The restricted stock awards allow for the receipt of dividends, and the voting of all shares, whether or not vested,
throughout the vesting periods at the same proportional level as common shares outstanding.

Upon vesting, restricted stock awards may be net share-settled to cover payment for employee tax obligations,
resulting in shares of common stock being reacquired by the Company.

Any shares that are returned to the Company prior to vesting or as payment for employee tax obligations upon vesting
shall remain available for issuance under such plan, while the plan is still open.

Stock in Lieu of Directors' Fees

In addition to restricted stock awards discussed above, the non-employee members of the Company's Board of
Directors may opt to receive newly issued shares of the Company's common stock in lieu of cash compensation for
attendance at Board and Board Committee meetings. Stock-based compensation expense related to these directors'
fees amounted to $71 thousand and $146 thousand for the three and six months ended June 30, 2017, respectively,
compared to $76 thousand and $146 thousand for the three and six months ended June 30, 2016, respectively, and is
included in other operating expenses. In January 2017, non-employee directors were issued 12,992 shares of common
stock in lieu of 2016 annual cash fees of $286 thousand at a market value price of $22.04 per share, the market value
of the common stock on the opt-in measurement date of January 4, 2016.

In the first quarter of 2017, the Company adopted ASU 2016-09. For further information regarding the
implementation of this update and the financial statement impact, refer to Note 1, "Summary of Significant
Accounting Policies," Item (e), "Recent Accounting Pronouncements" above.

For further information regarding the Company's stock awards, see Note 8, "Stockholders' Equity," above under the

caption "Shares authorized and share issuance."
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(11)Earnings per share

Basic earnings per share are calculated by dividing net income available to common stockholders by the weighted
average number of common shares outstanding (including participating securities) during the year. The Company's
only participating securities are unvested restricted stock awards that contain non-forfeitable rights to dividends. See
Note 8, "Stockholders' Equity," under the caption "Shares authorized and share issuance," below for further
information regarding the Company's participating securities. Diluted earnings per share reflects the effect on
weighted average shares outstanding of the number of additional shares outstanding if dilutive stock options were
converted into common stock using the treasury stock method.
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The table below presents the increase in average shares outstanding, using the treasury stock method, for the diluted
earnings per share calculation for the periods indicated:
Three months ended  Six months ended June

June 30, 30,

2017 2016 2017 2016
Basic weighted average common shares outstanding 11,572,430 10,561,680 11,540,796 10,483,396
Dilutive shares 80,259 68,220 84,916 67,446

Diluted weighted average common shares outstanding 11,652,689 10,629,900 11,625,712 10,550,842

Basic and diluted weighted average common shares outstanding for the three and six months ended June 30, 2017
include the full impact of the 930,232 shares of common stock issued in the Company’s 2016 equity offering, while the
respective weighted averages for the 2016 periods were only marginally affected from the issue date of June 23, 2016
through period end.

There were 15,009 options outstanding that were determined to be anti-dilutive and therefore excluded from the
calculation of dilutive shares for the six months ended June 30, 2017. These options, which were not dilutive at that
date, may potentially dilute earnings per share in the future.

(12)Fair Value Measurements

The FASB defines the fair value of an asset or liability to be the price which a seller would receive in an orderly
transaction between market participants (an exit price) and also establishes a fair value hierarchy segregating fair
value measurements using three levels of inputs: (Level 1) quoted market prices in active markets for identical assets
or liabilities; (Level 2) significant other observable inputs, including quoted prices for similar items in active markets,
quoted prices for identical or similar items in markets that are not active, inputs such as interest rates and yield curves,
volatilities, prepayment speeds, credit risks and default rates which provide a reasonable basis for fair value
determination or inputs derived principally from observed market data; and (Level 3) significant unobservable inputs
for situations in which there is little, if any, market activity for the asset or liability. Unobservable inputs must reflect
reasonable assumptions that market participants would use in pricing the asset or liability, which are developed on the
basis of the best information available under the circumstances.

The following tables summarize significant assets and liabilities carried at fair value and placement in the fair value
hierarchy at the dates specified:

;‘gﬁ 30, Fair Value Measurements using:
(Dollars in thousands) Fair Value (level(lgvel 2) (level 3)
Assets measured on a recurring basis:
Debt securities $381,818 $ —$ 381,818 $ —
Equity securities 6,187 6,187— —
FHLB stock 4,364 — — 4,364
Interest-rate swaps 459 — 459 —
Assets measured on a non-recurring basis:
Impaired loans (collateral dependent) 3,919 — — 3,919
Liabilities measured on a recurring basis:
Interest-rate swaps 459 — 459 —
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December 31, _ . )
Fair Value Measurements using:

2016
(Dollars in thousands) Fair Value (level(lgvel 2) (level 3)
Assets measured on a recurring basis:
Debt securities $ 362,147 $ —$ 362,147 $ —
Equity investments 12,643 12,643— —
FHLB stock 2,094 — — 2,094
Interest-rate swaps 610 — 610 —
Assets measured on a non-recurring basis:
Impaired loans (collateral dependent) 3,481 — — 3,481
Liabilities measured on a recurring basis:
Interest-rate swaps 610 — 610 —

The Company did not transfer any assets between the fair value measurement levels during the six months ended
June 30, 2017 or the year ended December 31, 2016.

All of the Company's debt and equity securities that are considered "available-for-sale" are carried at fair value. The
debt security category above includes federal agency obligations, commercial and residential federal agency MBS,
municipal securities, corporate bonds and certificates of deposits, as held at those dates. The Company utilizes
third-party pricing vendors to provide valuations on its debt securities. Fair values provided by the vendors were
generally determined based upon pricing matrices utilizing observable market data inputs for similar or benchmark
securities in active markets and/or based on a matrix pricing methodology which employs The Bond Market
Association's standard calculations for cash flow and price/yield analysis, live benchmark bond pricing and
terms/condition data available from major pricing sources. Therefore, management regards the inputs and methods
used by third-party pricing vendors to be "Level 2 inputs and methods" as defined in the "fair value hierarchy." The
Company periodically obtains a second price from an impartial third party on debt securities to assess the
reasonableness of prices provided by the primary independent pricing vendor.

The Company's equity portfolio fair value is measured based on quoted market prices for the shares; therefore, these
securities are categorized as Level 1 within the fair value hierarchy.

The Bank is required to purchase FHLB stock at par value in association with advances from the FHLB; this stock is
classified as a restricted investment and carried at cost which management believes approximates fair value; therefore,
these securities are categorized as Level 3 measures. See Note 1, "Summary of Significant Accounting Policies," Item
(c) "Restricted Instruments" for further information regarding the Company's fair value assessment of FHLB capital
stock.

Impaired loan balances in the table above represent those collateral dependent impaired commercial loans where
management has estimated the probable credit loss by comparing the loan's carrying value against the expected
realizable fair value of the collateral (appraised value, or internal analysis less estimated cost to sell, adjusted as
necessary for changes in relevant valuation factors subsequent to the measurement date). Certain inputs used in these
assessments, and possible subsequent adjustments, are not always observable, and therefore, collateral dependent
impaired loans are categorized as Level 3 within the fair value hierarchy. A specific allowance is assigned to the
collateral dependent impaired loan for the amount of management's estimated probable credit loss. The specific
allowances assigned to the collateral dependent impaired loans amounted to $1.6 million at June 30, 2017 compared to
$1.9 million at December 31, 2016.
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The fair values for the interest-rate swap assets and liabilities represent a FASB Level 2 measurement and are based
on settlement values adjusted for credit risk and observable market interest rate curves. The settlement values are
based on discounted cash flow analysis, a widely accepted valuation technique, reflecting the contractual terms of the
derivatives, including the period to maturity, and uses observable market-based inputs, including interest rate curves.
Credit risk adjustments consider factors such as the likelihood of default by the Company and its counterparties, its net
exposures and remaining contractual life. The change in value of interest-rate swap assets and liabilities attributable to
credit risk was not significant during the reported periods. Refer also to Note 7, "Derivatives and Hedging Activities,"
for additional information on the Company's interest-rate swaps.
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Standby letters of credit are conditional commitments issued by the Company to guarantee the financial obligation or
performance of a customer to a third party. The fair value of these commitments was estimated to be the fees charged
to enter into similar agreements, and accordingly these fair value measures are deemed to be FASB Level 2
measurements. In accordance with the FASB, the estimated fair values of these commitments are carried on the
balance sheet as a liability and amortized to income over the life of the letters of credit, which are typically one year.
The estimated fair value of these commitments carried on the balance sheet at June 30, 2017 and December 31, 2016
were deemed immaterial.

Interest rate lock commitments related to the origination of mortgage loans that will be sold are considered derivative
instruments. The commitments to sell loans are also considered derivative instruments. The Company generally does
not pool mortgage loans for sale, but instead sells the loans on an individual basis. To reduce the net interest rate
exposure arising from its loan sale activity, the Company enters into the commitment to sell these loans at essentially
the same time that the interest rate lock commitment is quoted on the origination of the loan. The Company estimates
the fair value of these derivatives based on current secondary mortgage market prices. These commitments are
accounted for in accordance with FASB guidance. The fair values of the Company's derivative instruments are
deemed to be FASB Level 2 measurements. At June 30, 2017 and December 31, 2016, the estimated fair value of the
Company's interest-rate lock commitments and commitments to sell these mortgages loans were deemed immaterial.

The following table presents additional quantitative information about assets measured at fair value on a recurring and
non-recurring basis for which the Company utilized Level 3 inputs (significant unobservable inputs for situations in
which there is little, if any, market activity for the asset or liability) to determine fair value as of June 30, 2017:

Fair  Valuation Unobservable Input Value or

(Dollars in thousands) Unobservable Input

Value Technique Range

Assets measured on a recurring
basis:

FHLB stock §4,364 LHLB Stated Par ) N/A

Value

Assets measured on a non-recurring
basis:

Impaired loans (collateral Appraisal of Appraisal
dependent) $3.919 collateral adjustments (1) 3% - 30%

() Appraisals may be adjusted by management for qualitative factors such as economic conditions and estimated
liquidation expenses.

Estimated Fair Values of Assets and Liabilities

In addition to disclosures regarding the measurement of assets and liabilities carried at fair value on the consolidated
balance sheet, the Company is also required to disclose fair value information about financial instruments for which it
is practicable to estimate that value, whether or not recognized on the balance sheet.

The carrying values, estimated fair values and placement in the fair value hierarchy of the Company's financial
instruments for which fair value is only disclosed but not recognized on the balance sheet at the dates indicated are
summarized as follows:

Fair value

measurement

Carryilgg. Levﬂzvel 2 Level 3
ir Value 1
Amount inplllltg)uts Inputs

June 30, 2017

(Dollars in thousands)
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Financial assets:

Loans held for sale $856 $ 857 $-$857 $ —
Loans, net 2,082,24189,802 — — 2,089,802
Financial liabilities:

Certificates of deposit (including brokered) 255,14154,349 — 254,349 —
Borrowed funds 44,25514,249 — 44249 —
Subordinated debt 14,84114,246 — 14,246
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December 31, Fair value
2016 measurement
. Level

(Dollars in thousands) Carrym%:air Value 1 Level2 Level 3

Amount ) Int]SJuts Inputs

inpu

Financial assets:
Loans held for sale $1,569 $ 1,569 $-$1,569 $ —
Loans, net 1,991,381997,887 — — 1,997,887

Financial liabilities:

Certificates of deposit (including brokered) 227,257226,536 —226,536 —
Borrowed funds 10,671 10,670 — 10,670 —
Subordinated debt 14,834 14,011 —_ 14,011

Excluded from the tables above are certain financial instruments with carrying values that approximated their fair
value at the dates indicated, as they were short-term in nature or payable on demand. These include cash and cash
equivalents, and non-term deposit accounts. The respective carrying values of these instruments would all be
considered to be classified within Level 1 of their fair value hierarchy.

Also excluded from these tables are the fair values of commitments for the unused portion of lines of credit and letters
of credit, which were estimated to be the fees currently charged to enter into similar agreements and are deemed to be
immaterial, as well as commitments to originate loans which were short-term, at current market rates and estimated to
have no significant change in fair value.

When determining fair values noted in the tables above, in cases where quoted fair values are not available, fair values
are based upon estimates using various valuation techniques. Those techniques are significantly affected by the
assumptions used, including the discount rate and estimates of future cash flows. The following methods and
assumptions were used by the Company in estimating fair values of its financial instruments:

Loans held for sale: Loans held for sale are recorded at the lower of aggregate amortized cost or market value. The fair
value is based on comparable market prices for loans with similar rates and terms.

Loans: The fair value of loans was determined using discounted cash flow analysis, using interest rates currently being
offered by the Company. The incremental credit risk for adversely classified loans was considered in the
determination of the fair value of the loans. This method of estimating fair value does not incorporate the exit price
concept of fair value.

Financial liabilities: The fair values of certificates of deposit and borrowings were estimated using discounted cash
flow analysis using rates offered by the Bank or advance rates offered by the FHLB on June 30, 2017 and

December 31, 2016 for similar instruments. The fair value of subordinated debt was estimated using discounted cash
flow analysis using a market rate of interest at June 30, 2017 and December 31, 2016.

Limitations: The estimates of fair value of financial instruments were based on information available at June 30, 2017
and December 31, 2016 and are not indicative of the fair market value of those instruments as of the date of this
Quarterly Report on Form 10-Q. These estimates do not reflect any premium or discount that could result from
offering for sale at one time the Company's entire holdings of a particular financial instrument. The fair value of the
Company's time deposit liabilities do not take into consideration the value of the Company's long-term relationships
with depositors, which may have significant value.
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Because no active market exists for a portion of the Company's financial instruments, fair value estimates were based
on judgments regarding future expected loss experience, current economic conditions, risk characteristics of various
financial instruments, and other factors. These estimates are subjective in nature and involve uncertainties and matters
of significant judgment and therefore cannot be determined with precision. Changes in assumptions could
significantly affect the estimates.
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Fair value estimates were based on existing on and off-balance sheet financial instruments without an attempt to
estimate the value of anticipated future business and the value of assets and liabilities that are not considered financial
instruments, including premises and equipment and foreclosed real estate, if any.

In addition, the tax ramifications related to the realization of the unrealized appreciation and depreciation can have a

significant effect on fair value estimates and have not been considered in any of the estimates. Accordingly, the
aggregate fair value amounts presented do not represent the underlying value of the Company.
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Item 2 - Management's Discussion and Analysis of Financial Condition and Results of Operations

Management's discussion and analysis should be read in conjunction with the Company's (also referred to herein as
"Enterprise," "us," "we," or "our") unaudited consolidated interim financial statements and notes thereto contained in
this report and the consolidated financial statements and notes thereto contained in the Company's Annual Report on
Form 10-K for the year ended December 31, 2016 (the "2016 Annual Report on Form 10-K").

Special Note Regarding Forward-Looking Statements

This Quarterly Report on Form 10-Q (this "Form 10-Q") contains certain "forward-looking statements" within the
meaning of the Private Securities Litigation Reform Act of 1995, including statements concerning plans, objectives,
future events or performance and assumptions and other statements that are other than statements of historical fact.
Forward-looking statements may be identified by reference to a future period or periods or by use of forward-looking
terminology such as "anticipates," "believes," "expects," "intends," "may," "plans,"” "pursue," "views" and similar
terms or expressions. Various statements contained in Item 2 - "Management's Discussion and Analysis of Financial
Condition and Results of Operations" and Item 3 - "Quantitative and Qualitative Disclosures About Market Risk" of
this Form 10-Q including, but not limited to, statements related to management's views on the banking environment
and the economy, competition and market expansion opportunities, the interest rate environment, credit risk and the
level of future non-performing assets and charge-offs, potential asset and deposit growth, future non-interest
expenditures and non-interest income growth, and borrowing capacity are forward-looking statements. The Company
cautions readers that such forward-looking statements reflect numerous assumptions and involve a number of risks
and uncertainties that could cause the Company's actual results to differ materially from those expressed in, or implied
by, the forward-looking statement. Any forward-looking statements in this Form 10-Q are based on information
available to the Company as of the date of this Form 10-Q, and the Company undertakes no obligation to publicly
update or otherwise revise any forward-looking statement, whether as a result of new information, future events or
otherwise, except as required by applicable law. The following important factors, among others, could cause the
Company's results for subsequent periods to differ materially from those expressed in any forward-looking statement
made herein: (i) changes in interest rates could negatively impact net interest income; (ii) changes in the business
cycle and downturns in the local, regional or national economies, including deterioration in the local real estate
market, could negatively impact credit and/or asset quality and result in credit losses and increases in the Company's
allowance for loan losses; (iii) changes in consumer spending could negatively impact the Company's credit quality
and financial results; (iv) increasing competition from larger regional and out-of-state banking organizations as well as
non-bank providers of various financial services could adversely affect the Company's competitive position within its
market area and reduce demand for the Company's products and services; (v) deterioration of securities markets could
adversely affect the value or credit quality of the Company's assets and the availability of funding sources necessary to
meet the Company's liquidity needs; (vi) technology related risk, including technological changes and technology
service interruptions or failure could adversely impact the Company's operations and increase technology-related
expenditures; (vii) cyber-security risk including security breaches and identity theft could impact the Company's
reputation, increase regulatory oversight and impact the financial results of the Company; (viii) increases in employee
compensation and benefit expenses could adversely affect the Company's financial results; (ix) changes in laws and
regulations that apply to the Company's business and operations, including without limitation, the Dodd-Frank Wall
Street Reform and Consumer Protection Act (the "Dodd-Frank Act"), and the additional regulations that may be
forthcoming as a result thereof, could cause the Company to incur additional costs and adversely affect the Company's
business environment, operations and financial results; (x) changes in accounting and/or auditing standards, policies
and practices, as may be adopted or established by the regulatory agencies, FASB, or the Public Company Accounting
Oversight Board could negatively impact the Company's financial results; (xi) our ability to enter new markets
successfully and capitalize on growth opportunities, including the receipt of required regulatory approvals; (xii) future
regulatory compliance costs, including any increase caused by new regulations imposed by the government's current
administration; and (xiii) the risks and uncertainties described in the documents that the Company files or furnishes to
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the SEC, including those discussed under Item 1A, "Risk Factors" of the Company's 2016 Annual Report on

Form 10-K, which could have a material adverse effect on the Company's business, financial condition and results of
operations. Therefore, the Company cautions readers not to place undue reliance on any such forward-looking
information and statements.
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Overview

Executive Summary

Net income for the three months ended June 30, 2017 amounted to $5.6 million, an increase of $824 thousand, or
17%, compared to the same three-month period in 2016. Diluted earnings per share were $0.48 for the three months
ended June 30, 2017, an increase of 7%, compared to the same three-month period in 2016. Net income for the six
months ended June 30, 2017 amounted to $11.2 million, an increase of $2.1 million, or 23%, compared to the six
months ended June 30, 2016. Diluted earnings per share were $0.96 for the six months ended June 30, 2017, an
increase of 12%, compared to the six months ended June 30, 2016. Earnings per share for the second quarter and the
first six months of 2017 include the full dilutive impact of the Company’s equity offering on June 23, 2016.

The increase in our 2017 earnings compared to 2016 has been positively impacted by our growth over the last twelve
months. Total assets, loans, and customer deposits have increased 9%, 11%, and 7%, respectively, as compared to
June 30, 2016.

Strategically, our focus remains on organic growth and continually planning for and investing in our future. We
recently opened our 24th branch in Windham, NH. The relocation of our branch in Salem, NH to its new location is
anticipated to occur in August 2017. We expect the relocation of our Leominster branch to be completed in early
2018. The relocation of our branches in Salem, NH and Leominster, MA will provide improved and state-of-the-art
branches in those communities to better serve our customers.

Composition of Earnings

The Company's earnings are largely dependent on its net interest income, which is the difference between interest
earned on loans and investments and the cost of funding (primarily deposits and borrowings). Net interest income
expressed as a percentage of average interest earning assets is referred to as net interest margin. The Company reports
net interest margin on a tax equivalent basis ("margin").

Net interest income for the three months ended June 30, 2017 amounted to $23.5 million, an increase of $2.2 million,
or 11%, compared to the same period in 2016. Net interest income for the six months ended June 30, 2017 amounted
to $46.4 million, an increase of $4.0 million, or 9%, compared to the six months ended June 30, 2016. The increase in
net interest income was due primarily to loan growth. Average loan balances (including loans held for sale) increased
$216.4 million and $200.2 million for the quarter and six months ended June 30, 2017, respectively, compared to the
2016 respective period averages. Margin was 3.90% for both the three months ended June 30, 2017 and March 31,
2017, while net interest margin was 4.02% for the three months ended June 30, 2016. Margin was 3.90% for the six
months ended June 30, 2017, compared to 4.02% for the six months ended June 30, 2016. See the discussion under the
heading "Results of Operations" below, in this Item 2, for further information regarding changes in margin.

The re-pricing frequency of the Company’s assets and liabilities are not identical, and therefore subject the Company
to the risk of adverse changes in interest rates. This is often referred to as “interest rate risk” and is reviewed in more
detail in Item 3, “Quantitative and Qualitative Disclosures About Market Risk,” of this Form 10-Q and in Item 7A,
“Quantitative and Qualitative Disclosures About Market Risk,” of the Company's 2016 Annual Report on Form 10-K.

For the three months ended June 30, 2017 and June 30, 2016, the provision for loan losses amounted to $280 thousand
and $267 thousand, respectively. For the six months ended June 30, 2017 and June 30, 2016, the provision for loan
losses amounted to $405 thousand and $1.1 million, respectively. The decrease in the provision for the six months
ended June 30, 2017, was due primarily to generally improved credit quality metrics and underlying collateral values,
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partially offset by increased loan growth compared to the prior year period.

Contributing to the provision for loan losses were:

Total non-performing loans as a percentage of total loans (a measure of credit risk) amounted to 0.63% at June 30,
2017, compared to 0.54% at June 30, 2016. Impacting the current period, among other changes, were new
tmpaired/non-accrual status classification changes of two larger commercial relationships totaling approximately $4.5

million. Based on a review of their individual business circumstances, management determined that no reserves were
necessary on these impaired relationships as of June 30, 2017.
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The balance of the allowance for loan losses allocated to impaired and adversely classified loans decreased by $745
thousand during the six months ended June 30, 2017, and increased $840 thousand during the six months ended
June 30, 2016.

:Fhe Company recorded net recoveries of $211 thousand for the six months ended June 30, 2017, compared to net
recoveries of $220 thousand for the six months ended June 30, 2016.

Loan growth for the six months ended June 30, 2017 was $91.7 million, compared to $39.2 million during the six
months ended June 30, 2016.

The allowance for loan losses to total loans ratio was 1.51% at June 30, 2017, 1.55% at December 31, 2016 and 1.60%
at June 30, 2016.

For further information regarding loan quality statistics and the allowance for loan losses, see the sections below
under the heading "Financial Condition" titled "Asset Quality" and "Allowance for Loan Losses."

Non-interest income for the three months ended June 30, 2017 amounted to $3.9 million, an increase of $357
thousand, or 10%, compared to the same quarter last year. Non-interest income for the six months ended June 30,
2017 amounted to $8.1 million, an increase of $1.3 million, or 19%, compared to the six months ended June 30, 2016.
The quarter and year-to-date increases were due primarily to increases in net gains on the sales of investment
securities and deposit and interchange fees.

Non-interest expense for the quarter ended June 30, 2017 amounted to $18.8 million, an increase of $1.2 million, or
7%, compared to the same quarter in the prior year. For the six months ended June 30, 2017, non-interest expense
amounted to $38.2 million, an increase of $3.8 million, or 11%, over the six months ended June 30, 2016. Increases in
non-interest expenses over the same periods in the prior year primarily related to the Company’s strategic growth and
market expansion initiatives, particularly increases in salaries and benefits expenses.

In the first quarter of 2017, the Company adopted a new accounting standard, ASU No. 2016-09 “Compensation-Stock
Compensation (Topic 718) Improvements to Employee Share-Based Payment Accounting,” which among other aspects
relates to the tax treatment of employee and director equity compensation. The adoption of this standard reduced the
provision for income taxes and increased earnings by approximately $788 thousand for the six months ended June 30,
2017.

Sources and Uses of Funds

The Company's primary sources of funds are customer and brokered deposits, Federal Home Loan Bank ("FHLB")
borrowings, current earnings and proceeds from the sales, maturities and pay-downs on loans and investment
securities. The Company may also, from time to time, utilize overnight borrowings from correspondent banks.
Additionally, funding for the Company may be generated through equity transactions, including the dividend
reinvestment and direct stock purchase plan or exercise of stock options, and occasionally the issuance of debt
securities or the sale of new stock. The Company's sources of funds are intended to be used to originate loans,
purchase investment securities, conduct operations, expand the branch network, and pay dividends to stockholders.

The investment portfolio is primarily used to provide liquidity, manage the Company's asset-liability position and to
invest excess funds, providing additional sources of revenue. Total investments, one of the key components of interest
earning assets, amounted to $388.0 million at June 30, 2017, an increase of $13.2 million, or 4%, since December 31,
2016, and comprised 15% of total assets at both June 30, 2017 and December 31, 2016.
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Enterprise's main asset strategy is to grow loans, the largest component of interest earning assets, with a focus on high
quality commercial lending relationships. Total loans increased $91.7 million, or 5%, since December 31, 2016, and
amounted to $2.11 billion at June 30, 2017, comprising 80% of total assets at both June 30, 2017 and December 31,
2016. Total commercial loans amounted to $1.83 billion, or 87% of gross loans, at June 30, 2017, which was
relatively consistent with the composition at December 31, 2016 of 86%.

Management's preferred strategy for funding asset growth is to grow relationship-based deposit balances, preferably
transactional deposits (comprised of demand deposit accounts, checking accounts and traditional savings accounts).
Asset growth in excess of transactional deposits is typically funded through non-transactional deposits (comprised of
money market accounts, commercial tiered rate or "investment savings" accounts and term certificates of deposit) and
wholesale funding (brokered deposits and borrowed funds).
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At June 30, 2017, customer deposits (total deposits excluding brokered deposits) amounted to $2.27 billion, an
increase of $56.8 million, or 3%, from December 31, 2016 balances, primarily in checking account balances, partially
offset by declines in money market balances.

Wholesale funding amounted to $131.7 million at June 30, 2017, compared to $70.0 million at December 31, 2016, an
increase of $61.7 million, or 88%. Wholesale funding included FHLB advances of $44.3 million and $10.7 million at
June 30, 2017 and December 31, 2016, respectively, and brokered deposits of $87.5 million at June 30, 2017 compare
to $59.4 million at December 31, 2016. The Company's level of wholesale funding has increased in 2017 as loan
growth exceeded deposit growth.

Opportunities and Risks

This Opportunities and Risks discussion should be read in conjunction with Item 1A "Risk Factors," and the section
titled "Opportunities and Risks" contained in Item 7 "Management's Discussion and Analysis of Financial Conditions
and Results of Operations" included in the Company's 2016 Annual Report on Form 10-K, which addresses other
factors and details that could adversely affect the Company's business, reputation, its future results of operations and
financial condition.

Enterprise faces robust competition to attract and retain customers within existing and neighboring geographic
markets. The Company's ability to achieve its long-term strategic growth and market share objectives will depend in
part upon management's continued success in differentiating the Company in the market place and its ability to
strengthen its competitive position. Management believes the Company has differentiated itself from the competition
by building a solid reputation within the local market as a dependable commercial-focused community bank,
delivering consistent and exceptional customer service, offering competitive products and taking an active role in
support of the communities we serve. The Company actively seeks to increase market share and strengthen its
competitive position through continuous reviews of deposit product offerings, cash management and ancillary services
and state-of-the-art delivery channels, targeted to businesses, non-profits, professional practice groups, municipalities
and consumers' needs. In addition, Enterprise carefully plans market expansion through new branch development,
identifying branches strategically located to complement existing locations while expanding the Company's
geographic market footprint. In July 2016, the Company's 23t branch opened, on Route 101A in Nashua, NH, and in
July 2017, the Company opened its 24 branch, in Windham, NH. Branch expansion is aimed at achieving not only
deposit market share growth, but also is intended to contribute to loan originations and generate referrals for
investment advisory and wealth management, trust and insurance services, residential mortgages and cash
management products.

Management continues to undertake significant strategic initiatives, including investments in employee hiring,
training and development; marketing and public relations; technology and electronic delivery methods; ongoing
improvements, renovations or strategic relocation of existing facilities; and the continued development of recently
added branches. The relocation of our branches in Salem, NH and Leominster, MA will provide improved and
state-of-the-art branches in those communities to better serve our customers. The relocation of our branch in Salem,
NH to its new location is anticipated to occur in August 2017. We expect the relocation of our Leominster branch to
be completed in early 2018. While management recognizes that such investments increase expenses in the short term,
Enterprise believes that such initiatives are a necessary investment in the long-term growth and earnings potential of
the Company and will help the Company to capitalize on opportunities in the current marketplace for community
banks such as Enterprise. However, lower than expected returns on these investments, such as slower than anticipated
loan and deposit growth in new branches and/or lower than expected fee or other income generated from new
technology or initiatives, could decrease anticipated revenues and net income on such investments in the future.
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Changes in government regulation or oversight could affect the Company in substantial and unpredictable ways. The
President has signed many executive orders calling for the administration to review various U.S. financial laws and
regulations. The full scope of the current administration's legislative agenda is not yet fully known, but it may include
certain deregulatory measures for the banking industry, including the structure and powers of the Consumer Finance
Protection Bureau and other areas under the Dodd-Frank Act in addition to extensive corporate tax reform proposals.
Accordingly, it is difficult to anticipate the continued impact that this expansive legislation, when fully enacted, will
have on the Company, its customers and the financial industry generally. The Company maintains a Compliance
Management Program (the "CMP") designed to meet regulatory and legislative requirements. The CMP provides a
framework for tracking and implementing regulatory changes, monitoring the effectiveness of policies and
procedures, conducting compliance risk assessments, and educating employees in matters relating to regulatory
compliance.

Operational risk includes the threat of loss from inadequate or failed internal processes, people, systems or external
events, due to, among other things: fraud or error; the inability to deliver products or services; failure to maintain a
competitive position; lack of, or insufficient information security, cyber-security or physical security; inadequate
procedures or controls followed by third-party service providers; or violations of ethical standards. In addition to
intensive and ongoing employee training,
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employee and customer awareness campaigns, controls to manage operational risk include, but are not limited to,
technology administration, information security, third-party management, and disaster recovery and business
continuity planning. Any system of controls or contingency plan, however well designed and operated, is based in part
on certain assumptions and can provide only reasonable, not absolute, assurances that the objectives of the controls
and procedures will be met. Any breakdown in the integrity of these information systems, infrastructure, or
cyber-security measures, or the Company's inability to identify, respond and correct such breakdown, could result in a
loss of customer business, expose customers' personal information to unauthorized parties, damage the Company's
reputation, subject the Company to increase costs and additional regulatory scrutiny, and expose the Company to civil
litigation and possible financial liability, any of which could have a material adverse effect on the Company's
business, financial condition and results of operations.

Accounting Policies/Critical Accounting Estimates

As discussed in the Company's 2016 Annual Report on Form 10-K, the three most significant areas in which
management applies critical assumptions and estimates that are particularly susceptible to change relate to the
determination of the allowance for loan losses, impairment review of investment securities and the impairment review
of goodwill. The Company has not changed its significant accounting and reporting policies from those disclosed in
its 2016 Annual Report on Form 10-K.

Financial Condition

Total assets increased $130.3 million, or 5%, since December 31, 2016, to $2.66 billion at June 30, 2017. The balance
sheet composition and changes since December 31, 2016 are discussed below.

Cash and cash equivalents

Cash and cash equivalents is comprised of cash on hand and cash items due from banks, interest-earning deposits
(deposit accounts, excess reserve cash balances, money markets, and money market mutual funds accounts) and
federal funds ("fed funds") sold. Cash and cash equivalents amounted to 3% of total assets at June 30, 2017 and 2% of
total assets at December 31, 2016. Balances in cash and cash equivalents will fluctuate due primarily to the timing of
net deposit flows, borrowing and loan inflows and outflows, investment purchases and maturities, calls and sales
proceeds, and the immediate liquidity needs of the Company.

Investments

At June 30, 2017, the carrying value of the investment portfolio amounted to $388.0 million, an increase of $13.2
million, or 4%, since December 31, 2016.
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The following table summarizes the fair value of investments at the dates indicated:

June 30, December 31, June 30,

2017 2016 2016
(Dollars in thousands) Amount Percent Amount Percent Amount Percent
Federal agency obligations() $75,189 19.4 % $75,069 20.0 % $80,401 252 %
Residential federal agency MBS 95,714 247 % 93,353 249 % 75244 236 %
Commercial federal agency MBS(D 76,437 197 % 70,278 18.7 % 32,225 10.1 %
Municipal securities 122,158 31.5 % 111,803 29.8 % 106,259 332 %
Corporate bonds 11,367 29 % 10,695 29 % 11,231 35 %
Certificates of deposits® 953 0.2 % 949 03 % 979 03 %
Total debt securities 381,818 98.4 % 362,147 96.6 % 306,339 959 %
Equity investments 6,187 1.6 % 12,643 34 % 13,164 4.1 %

Total investment securities at fair value $388,005 100.0% $374,790 100.0% $319,503 100.0%

These categories may include investments issued or guaranteed by government sponsored enterprises such as

0 Fannie Mae ("FNMA"), Freddie Mac ("FHLMC"), Federal Farm Credit Bank ("FFCB"), or one of several Federal
Home Loan Banks, as well as, investments guaranteed by Ginnie Mae ("GNMA"), a wholly-owned government
entity.

(o) Certificates of deposits ("CDs") represent term deposits issued by banks that are subject to FDIC insurance and
purchased on the open market.

Included in the residential and commercial federal agency MBS categories were collateralized mortgage obligations
(“CMOs”) issued by U.S. agencies totaling $106.0 million, $107.0 million, and $56.8 million at June 30, 2017,
December 31, 2016 and June 30, 2016, respectively.

During the six months ended June 30, 2017, the Company purchased $31.2 million in securities. The Company had
principal pay downs, calls and maturities totaling $13.0 million during the six months ended June 30, 2017. In
addition, management sold securities with an amortized cost of approximately $9.4 million realizing net gains on sales
of $769 thousand during the six months ended June 30, 2017.

Net unrealized gains on the investment portfolio amounted to $4.5 million at June 30, 2017 compared to net

unrealized losses of $1.2 million at December 31, 2016 and unrealized gains of $10.5 million at June 30, 2016. The
Company attributes the increase from December 31, 2016 in net unrealized gains in the current period primarily due to
the impact of decreases in current market yields, particularly in the municipal bond sector. Unrealized gains or losses
will only be recognized in the statements of income if the investments are sold. However, should an investment be
deemed "other than temporarily impaired," the Company is required to write-down the fair value of the investment.
See “Impairment Review of Securities” under the heading “Critical Accounting Estimates” in Item 7 of the Company's
2016 Annual Report on Form 10-K for additional information regarding the accounting for
Other-Than-Temporary-Impairment.

See also Note 2, "Investment Securities," and Note 12, "Fair Value Measurements," to the Company's unaudited
consolidated interim financial statements contained in Item 1 above for further information regarding the Company's
unrealized gains and losses on debt and equity securities, including information about investments in an unrealized
loss position for which an other-than-temporary impairment has or has not been recognized, and investments pledged
as collateral, as well as the Company's fair value measurements for available-for-sale securities.

Federal Home Loan Bank Stock
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The Bank is required to purchase stock of the FHLB at par value in association with advances from the FHLB; this
stock is classified as a restricted investment and carried at cost, which management believes approximates fair value.
The carrying amount of FHLB stock was $4.4 million for the period ended June 30, 2017, $2.1 million at

December 31, 2016 and $1.9 million at June 30, 2016.

See Note 1, "Summary of Significant Accounting Policies," Item (c), "Restricted Instruments," to the Company's

unaudited consolidated interim financial statements contained in Item 1 above for further information regarding the
Company's investment in FHLB stock.
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Loans

Total loans represented 80% of total assets at both June 30, 2017 and December 31, 2016. Total loans increased $91.7
million, or 5%, compared to December 31, 2016, and $215.2 million, or 11%, since June 30, 2016. The mix of loans
within the portfolio remained relatively unchanged with commercial loans amounting to approximately 87% of gross
loans, reflecting a continued focus on commercial loan growth.

The following table sets forth the loan balances by certain loan categories at the dates indicated and the percentage of
each category to gross loans.

June 30, 2017 December 31,2016  June 30, 2016
(Dollars in thousands) Amount Percent Amount Percent Amount Percent
Commercial real estate $1,107,714 523 % $1,038,082 51.3 % $958,053 504 %

Commercial and industrial 505,240 23.9 % 490,799 24.2 % 466,893 24.6 %
Commercial construction 218,277 10.3 % 213,447 10.5 % 209,563 11.0 %

Total commercial loans 1,831,231 86.5 % 1,742,328 86.0 % 1,634,509 86.0 %
Residential mortgages 188,941 8.9 % 180,560 89 % 169,588 89 %
Home equity loans and lines 86,394 4.1 % 91,065 45 9% 85,926 45 9%
Consumer 10,064 0.5 % 10,845 06 % 10,770 06 %
Total retail loans 285,399 13.5 % 282,470 14.0 % 266,284 14.0 %
Gross loans 2,116,630 100.0% 2,024,798 100.0% 1,900,793  100.0%
Deferred fees, net (2,230 ) (2,069 ) (1,607 )

Total loans 2,114,400 2,022,729 1,899,186

Allowance for loan losses (31,958 ) (31,342 ) (30,345 )

Net loans $2,082,442 $1,991,387 $1,868,841

As of June 30, 2017, commercial real estate loans increased $69.6 million, or 7%, compared to December 31, 2016,
and increased 16% compared to June 30, 2016. Commercial real estate loans are typically secured by one-to-four and
multi-family apartment buildings, office, industrial or mixed-use facilities, strip shopping centers or other commercial
properties and are generally guaranteed by the principals of the borrower.

Commercial and industrial loans increased $14.4 million, or 3%, compared to December 31, 2016, and increased 8%
as compared to June 30, 2016. These loans include seasonal revolving lines of credit, working capital loans,
equipment financing (including equipment leases), and term loans. Also included in commercial and industrial loans
are loans partially guaranteed by the U.S. Small Business Administration ("SBA"), and loans under various programs
and agencies.

Commercial construction loans increased by $4.8 million, or 2%, since December 31, 2016, and increased 4% as
compared to June 30, 2016. Commercial construction loans include the development of residential housing and
condominium projects, the development of commercial and industrial use property and loans for the purchase and
improvement of raw land.

Retail loan balances increased by $2.9 million, or 1%, since December 31, 2016, and have increased by 7% since
June 30, 2016. The increase over the same period in the prior year was primarily with loans secured by residential

property.
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At June 30, 2017, commercial loan balances participated out to various banks amounted to $65.8 million, compared to
$62.3 million at December 31, 2016, and $59.5 million at June 30, 2016. These balances participated out to other
institutions are not carried as assets on the Company's financial statements. Commercial loans originated by other
banks in which the Company is a participating institution are carried at the pro-rata share of ownership and amounted
to $86.6 million, $85.2 million and $71.1 million at June 30, 2017, December 31, 2016, and June 30, 2016,
respectively. In each case, the participating bank funds a percentage of the loan commitment and takes on the related
pro-rata risk. The rights and obligations of each participating bank are divided proportionately among the participating
banks in an amount equal to their share of ownership and with equal priority among all banks. Participating loans with
other institutions provide banks the opportunity to retain customer relationships and reduce credit risk exposure
among each participating bank, while providing customers with larger credit vehicles than the individual bank might
be willing or able to offer independently.
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See Note 3, "Loans," to the Company's unaudited consolidated interim financial statements contained in Item 1 of this
Form 10-Q for information on loans serviced for others and loans pledged as collateral.

Credit Risk

Inherent in the lending process is the risk of loss due to customer non-payment, or "credit risk." The Company's
commercial lending focus may entail significant additional credit risks compared to long-term financing on existing,
owner-occupied residential real estate. The Company seeks to lessen its credit risk exposure by managing its loan
portfolio to avoid concentration by industry and relationship size, and through sound underwriting practices and the
risk management function; however, management recognizes that loan losses will occur and that the amount of these
losses will fluctuate depending on the risk characteristics of the loan portfolio and economic conditions.

Non-performing assets are comprised of non-accrual loans, deposit account overdrafts that are more than 90 days past
due and OREO. The designation of a loan or other asset as non-performing does not necessarily indicate that loan
principal and interest will ultimately be uncollectible. However, management recognizes the greater risk
characteristics of these assets and therefore considers the potential risk of loss on assets included in this category in
evaluating the adequacy of the allowance for loan losses. The level of delinquent and non-performing assets is largely
a function of economic conditions and the overall banking environment and the individual business circumstances of
borrowers. Despite prudent loan underwriting, adverse changes within the Company's market area, or deterioration in
local, regional or national economic conditions, could negatively impact the Company's level of non-performing
assets in the future.

Asset Quality

The following table sets forth information regarding non-performing assets, TDR loans and delinquent loans 60-89
days past due as to interest or principal, held by the Company at the dates indicated:

. June 30, December 31, June 30,
(Dollars in thousands) 2017 2016 2016
Non-accrual loan summary:
Commercial real estate $8,446 $4,876 $5,895
Commercial and industrial 3,744 3,174 3,354
Commercial construction 200 519 280
Residential 272 289 302
Home equity 594 616 417
Consumer 13 — 16
Total non-accrual loans 13,269 9,474 10,264
Overdrafts > 90 days past due 7 11 7
Total non-performing loans 13,276 9,485 10,271
OREO — — —
Total non-performing assets $13,276 $9,485 $10,271
Total Loans $2,114,400 $2,022,729 $1,899,186
Accruing TDR loans not included above $17,316 $22,418 $16,919
Delinquent loans 60-89 days past due and still accruing $111 $940 $1,576
Loans 60-89 days past due and still accruing to total loans  0.01 % 0.05 % 0.08 %
Adversely classified loans to total loans 1.48 % 1.70 % 1.68 %
Non-performing loans to total loans 0.63 % 0.47 % 0.54 %
Non-performing assets to total assets 0.50 % 0.38 % 0.42 %
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Allowance for loan losses
Allowance for loan losses to non-performing loans
Allowance for loan losses to total loans

47

$31,958
240.72
1.51

$31,342
% 330.44
% 1.55

$30,345
% 295.44
% 1.60

%
%
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The net increase in non-accrual loans was due primarily to the migration of two larger commercial relationships
totaling approximately $4.5 million, among others, that were also carried as adversely rated/impaired credits on the
Company's "watched" credit loan listing for closer monitoring at June 30, 2017. These additions were partially offset
by principal paydowns and credit upgrades. The majority of non-accrual loans were also carried as impaired loans
during the periods and the changes since December 31, 2016 are discussed further below.

At June 30, 2017 and December 31, 2016, the Company had adversely classified loans (loans carrying "substandard,"
"doubtful" or "loss" classifications) amounting to $31.3 million and $34.3 million, respectively. Total adversely
classified loans amounted to 1.48% of total loans at June 30, 2017 as compared to 1.70% at December 31, 2016.
Adversely classified loans that were performing but possessed potential weaknesses and, as a result, could ultimately
become non-performing loans amounted to $18.1 million at June 30, 2017 and $25.1 million at December 31, 2016.
The remaining balances of adversely classified loans were non-accrual loans, amounting to $13.2 million at June 30,
2017 and $9.3 million at December 31, 2016. Non-accrual loans that were not adversely classified amounted to $81
thousand and $220 thousand at June 30, 2017 and December 31, 2016, respectively, and primarily represented the
guaranteed portions of non-performing SBA loans.

The decline in adversely classifieds was due primarily to payoffs and the credit upgrades of commercial relationships,
based on a review of their individual business circumstances.

Total impaired loans amounted to $30.5 million and $31.8 million at June 30, 2017 and December 31, 2016,
respectively. Total accruing impaired loans amounted to $17.3 million and $22.4 million at June 30, 2017 and
December 31, 2016, respectively, while non-accrual impaired loans amounted to $13.2 million and $9.4 million as of
June 30, 2017 and December 31, 2016, respectively. The increase in non-accrual impaired loans was primarily due to
the commercial relationships noted above, which, based on a review of their individual business circumstances,
management determined that no reserves were necessary on these relationships as of June 30, 2017.

In management's opinion, the majority of impaired loan balances at June 30, 2017 and December 31, 2016 were
supported by expected future cash flows or, for those collateral dependent loans, the net realizable value of the
underlying collateral. Based on management's assessment at June 30, 2017, impaired loans totaling $24.3 million
required no specific reserves and impaired loans totaling $6.1 million required specific reserve allocations of $2.2
million. At December 31, 2016, impaired loans totaling $25.7 million required no specific reserves and impaired
loans totaling $6.1 million required specific reserve allocations of $2.6 million. Management closely monitors these
relationships for collateral or credit deterioration.

Total TDR loans included in the impaired loan amounts above as of June 30, 2017 and December 31, 2016 were $23.3
million and $27.0 million, respectively. TDR loans on accrual status amounted to $17.3 million and $22.4 million at
June 30, 2017 and December 31, 2016, respectively. TDR loans included in non-performing loans amounted to $6.0
million and $4.6 million at June 30, 2017 and December 31, 2016, respectively. The Company continues to work
with customers, particularly commercial relationships, and enters into loan modifications to the extent deemed to be
necessary or appropriate while attempting to achieve the best mutual outcome given the individual financial
circumstances and future prospects of the borrower.

The Company carried no OREO at June 30, 2017, December 31, 2016 and June 30, 2016. There were no additions,
sales or writedowns on OREO during the six months ended June 30, 2017 or 2016.

Allowance for Loan Losses

The allowance for loan losses is an estimate of probable credit risk inherent in the loan portfolio as of the specified
balance sheet dates. On a quarterly basis, management prepares an estimate of the allowance necessary to cover
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estimated probable credit losses. The Company maintains the allowance at a level that it deems adequate to absorb all
reasonably anticipated probable losses from specifically known and other credit risks associated with the portfolio.
Management closely monitors the credit quality of individual delinquent and non-performing relationships, industry
concentrations, the local and regional real estate market and current economic conditions.

There have been no material changes to the Company's underwriting practices, credit risk management system, or to
the allowance assessment methodology used to estimate loan loss exposure as reported in the 2016 Annual Report on
Form 10-K. Please refer to Note 4 "Allowance for Loan Losses," to the Company's consolidated financial statements
contained in the 2016 Annual Report on Form 10-K for further discussion of management's methodology used to
estimate a sufficient allowance for loan losses, the credit risk management function and adversely classified loan
rating system.

The allowance for loan losses to total loans ratio was 1.51% at June 30, 2017, 1.55% at December 31, 2016, and

1.60% at June 30, 2016. Based management's judgment as to the existing credit risks inherent in the loan portfolio, as
discussed above
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under the headings "Credit Risk" and "Asset Quality," management believes that the Company's allowance for loan
losses is adequate to absorb probable losses from specifically known and other probable credit risks associated with
the portfolio as of June 30, 2017.

The following table summarizes the activity in the allowance for loan losses for the periods indicated:

Six Months Ended June
30,
(Dollars in thousands) 2017 2016
Balance at beginning of year $31,342  $29,008
Provision charged to operations 405 1,117
Recoveries on charged-off loans:
Commercial real estate 132 20
Commercial and industrial 343 609
Commercial construction — —
Residential — —
Home equity 2 2
Consumer 5 3
Total recoveries 482 634
Charged-off loans
Commercial real estate — 179
Commercial and industrial 217 203
Commercial construction — 5
Residential — —
Home equity — 5
Consumer 54 22
Total Charged off 271 414
Net loans charged-off (recovered) (211 ) (220 )
Ending Balance $31,958 $30,345

Annualized net loans charged-off (recovered): Average loans outstanding (0.02 )% (0.02 )%

See Note 4 “Allowance for Loan Losses” to the Company's consolidated financial statements, contained in Item 1 in this
Form 10-Q, for further information regarding credit quality and the allowance for loan losses.
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Deposits

The following table sets forth the deposit balances by certain categories at the dates indicated and the percentage of
each category to total deposits.

June 30, 2017 December 31, 2016 June 30, 2016
(Dollars in thousands) Amount Percent Amount Percent Amount Percent
Non-interest bearing demand deposits $700,415 29.7 % $646,115 28.5 % $652,073 299 %
Interest bearing checking 406,077 17.3 % 372,696 16.4 % 357,139 16.3 %
Total checking 1,106,492 47.0 % 1,018,811 449 % 1,009,212 46.2 %
Savings 199,018 8.5 % 178,637 79 % 185,896 85 %
Money markets 793,131 337 % 844,216 37.2 % 744,165 341 %
Total savings/money markets 992,149 422 % 1,022,853 45.1 % 930,061 42.6 %
Certificates of deposit (CD's) 167,681 7.1 % 167,895 74 % 170,841 78 %
Total customer deposits 2,266,322 96.3 % 2,209,559 974 % 2,110,114 96.6 %
Brokered deposits (1) 87,460 3.7 % 59,362 2.6 % 74,316 34 %
Total deposits $2,353,782 100.0% $2,268,921 100.0% $2,184,430 100.0%

() Primarily brokered CDs $250,000 and under.

As of June 30, 2017, customer deposits (deposits, excluding brokered deposits) increased $56.8 million, or 3%, since
December 31, 2016, and $156.2 million, or 7%, since June 30, 2016. The increase since December 31, 2016 was
primarily in checking account balances, partially offset by declines in money market account balances.

Customer deposits include reciprocal money market deposits and CDs received from participating banks in
nationwide deposit networks as a result of our customers electing to participate in Company offered programs which
allow for full FDIC insurance. Essentially, the equivalent of the original deposited funds comes back to the Company
as customer deposits within the appropriate category under total deposits on the balance sheet. The Company's
balances in these reciprocal products were $252.4 million, $281.6 million and $215.1 million at June 30, 2017,
December 31, 2016 and June 30, 2016, respectively.

Wholesale funding, which includes brokered deposits and borrowed funds, amounted to $131.7 million at June 30,
2017, compared to $70.0 million at December 31, 2016, an increase of $61.7 million, or 88%. Wholesale funding has
increased as loan growth has exceeded deposit growth.

From time to time, management utilizes brokered deposits as cost effective wholesale funding sources to support
continued loan growth and as part of the Company's asset-liability management strategy to protect against rising rates.
Brokered deposits may be comprised of non-reciprocal overnight money market deposits and selected term CDs
gathered from nationwide bank networks or from large money center banks; however, at June 30, 2017, December 31,
2016, and June 30, 2016 brokered deposits were comprised only of brokered CDs. Brokered CDs increased $28.1
million, or 47%, at June 30, 2017 compared to December 31, 2016. Brokered CDs outstanding at June 30, 2017 had a
weighted average remaining life of less than 1 year.

Borrowed Funds and Subordinated Debt
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Borrowed funds, comprised of FHLB borrowings, amounted to $44.3 million at June 30, 2017, compared to $10.7
million at December 31, 2016 and $671 thousand at June 30, 2016. Borrowed fund balances have increased $33.6
million since year end as loan growth has outpaced deposit growth.

At June 30, 2017, the Bank had the capacity to borrow additional funds from the FHLB of up to approximately $440.0
million and capacity to borrow from the FRB Discount Window of approximately $120.0 million.

The Company had $14.8 million (net of deferred issuance costs) of outstanding subordinated debt at June 30, 2017,

December 31, 2016 and June 30, 2016, which consisted of $15.0 million in aggregate principal amount of
Fixed-to-Floating
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Rate Subordinated Notes (the "Notes") issued in January 2015, in a private placement to an accredited investor. See
also Note 6, "Borrowed Funds and Subordinated Debt," to the Company's unaudited consolidated interim financial
statements contained in Item 1 above for further information regarding the Company's subordinated debt.

Liquidity

Liquidity is the ability to meet cash needs arising from, among other things, fluctuations in loans, investments,
deposits and borrowings. Liquidity management is the coordination of activities so that cash needs are anticipated and
met readily and efficiently. The Company's liquidity policies are set and monitored by the Company's Board of
Directors. The duties and responsibilities related to asset-liability management matters are also covered by the Board
of Directors. The Company's asset-liability objectives are to engage in sound balance sheet management strategies,
maintain liquidity, provide and enhance access to a diverse and stable source of funds, provide competitively priced
and attractive products to customers and conduct funding at a low cost relative to current market conditions. Funds
gathered are used to support current commitments, to fund earning asset growth, and to take advantage of selected
leverage opportunities.

The Company's liquidity is maintained by projecting cash needs, balancing maturing assets with maturing liabilities,
monitoring various liquidity ratios, monitoring deposit flows, maintaining cash flow within the investment portfolio,
and maintaining wholesale funding resources.

At June 30, 2017, the Company's wholesale funding sources included borrowing capacity at the FHLB and brokered
deposits. In addition, the Company maintains fed fund purchase arrangements with correspondent banks and access to
the FRB Discount Window.

Management believes that the Company has adequate liquidity to meet its obligations. However, if, as a result of
general economic conditions or other events, these sources of external funding become restricted or are eliminated, the
Company may not be able to raise adequate funds or may incur substantially higher funding costs or operating
restrictions in order to raise the necessary funds to support the Company's operations and growth.

The Company has in the past also increased capital and liquidity by offering shares of the Company's common stock
for sale to its existing stockholders and new investors and through the issuance of subordinated debt. See "Capital
Resources," below for information on the Company's capital planning.

Capital Resources

Capital planning by the Company and the Bank considers current needs and anticipated future growth. Historically,
the primary sources of capital for the Company and the Bank have been common stock issuances and proceeds from
the issuance of subordinated debt. Ongoing sources of capital include the retention of earnings, less dividends paid,
proceeds from the exercise of employee stock options and proceeds from purchases of shares pursuant to the
Company’s dividend reinvestment plan and direct stock purchase plan (together, the "DRSPP"). The Company believes
its current capital is adequate to support ongoing operations.

Since January 1, 2015, the Company has been subject to increasing capital ratios, with a phase in period that extends

to January 2019, as a result of regulation adopted by the federal bank regulatory agencies known as the “Basel III
Rules.”
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Management believes, as of June 30, 2017, that the Company and the Bank meet all capital adequacy requirements to
which they were subject. As of June 30, 2017, the Company met the definition of "well capitalized" under the
applicable Federal Reserve Board regulations and the Bank qualified as "well capitalized" under the prompt corrective
action regulations of Basel III and the FDIC. The Company's and the Bank's actual capital amounts and ratios are

presented as of June 30, 2017 in the tables below.

Minimum Capital Minimum Capital

Actual for Capital Adequacy WeﬁeCapitalize d
Purposes )
(Dollars in thousands) Amount Ratio Amount Ratio /(Xmount Ratio
The Company
Total Capital (to risk weighted assets) $263,021 11.76% $ 178,927 8.00 % N/A N/A
Tier 1 Capital (to risk weighted assets) $219,137 9.80 % $134,195 6.00 % N/A N/A

Tier 1 Capital (to average assets) or Leverage ratio $219,137 840 % $104,298 4.00 % N/A N/A
Common equity tier 1 capital (to risk weighted assets) $219,137 9.80 % $ 100,646 4.50 % N/A N/A

The Bank
Total Capital (to risk weighted assets) $262,539 11.74% $ 178,922 8.00 % $223,653 10.00%
Tier 1 Capital (to risk weighted assets) $233,497 10.44% $ 134,192 6.00 % $178,922 8.00 %

Tier 1 Capital (to average assets) or Leverage ratio $233,497 8.96 % $104,296 4.00 % $130,370 5.00 %
Common equity tier 1 capital (to risk weighted assets) $233,497 10.44% $ 100,644 4.50 % $145,375 6.50 %

(1) Before application of the capital conservation buffer of 1.25% as of June 30, 2017, see discussion below.
(@ For the Bank to qualify as “well capitalized," it must maintain at least the minimum ratios listed. This prompt
corrective action framework does not apply to the Company.

Under the Basel III rules, capital ratio requirements for all banking organizations increased and include a "capital
conservation buffer," of 2.50% above the regulatory minimum risk-based capital requirements shown above. The
capital conservation buffer requirement began to be phased in beginning in January 2016 at 0.625% of risk-weighted
assets and will increase by that amount each year until fully implemented in January 2019. If a banking organization
dips into its capital conservation buffer it may be restricted in its ability to pay dividends and discretionary bonus
payments to its executive officers. Both the Company's and the Bank's actual ratios, as outlined in the table above,
would exceed the Basel III risk-based capital requirement with full capital conservation buffer as of June 30, 2017.

The Basel III minimum capital ratio requirements as applicable to the Company and the Bank in 2019 after the full
phase-in period are summarized in the table below:

Basel III Minimum for  Basel III Additional Basel III "Adequate" Ratio

(Dollars in thousands) Capital Adequacy Capital Conservation with Capital Conservation
Purposes Buffer Buffer

Total Capital (to risk weighted 3.00% 2.50% 10.50%

assets)

Tier 1 Capital (to risk weighted 6.00% 2.50% 8.50%

assets)

Tier 1 Capital (.to average assets) 4.00% 9 4.00%

or Leverage ratio

Common equity tier 1 capital (to 4.50% 2.50% 7.00%

risk weighted assets)
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The Company maintains a DRSPP which enables stockholders, at their discretion, to elect to reinvest cash dividends
paid on their shares of the Company's common stock by purchasing additional shares of common stock from the
Company at a purchase price equal to fair market value. Under the DRSPP, stockholders and new investors also have
the opportunity to purchase shares of the Company's common stock without brokerage fees, subject to monthly
minimums and maximums.

For the six months ended June 30, 2017, the Company paid $3.1 million in cash dividends. Stockholders utilized the
dividend reinvestment portion of the DRSPP to purchase an aggregate of 23,252 shares of the Company's common
stock totaling $748 thousand. The direct purchase component of the DRSPP was used by stockholders to purchase 773
shares of the Company's common stock totaling $26 thousand during the six months ended June 30, 2017.
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On July 18, 2017, the Company announced a quarterly dividend of $0.135 per share to be paid on September 1, 2017
to stockholders of record as of August 11, 2017. The 2017 dividend rate represents a 3.8% increase over the 2016
dividend rate.

For further information about the Company's capital, see Note 8, "Stockholder's Equity," to the Company's unaudited
consolidated financial statements contained in Item1 of this Form 10-Q.

Assets Under Management

Total assets under management, includes total assets, loans serviced for others and investment assets under
management. Loans serviced for others and investment assets under management are not carried as assets on the
Company's consolidated balance sheet, and as such, total assets under management is not a financial measurement
recognized under GAAP.

The Company provides a wide range of investment advisory and wealth management services, including brokerage,
trust, and investment management (together, "investment advisory services"). Also included in the investment assets
under management total are customers' commercial sweep arrangements that are invested in third-party money market
mutual funds.

Investment assets under management, which are reflected at fair market value, increased $55.7 million, or 8%, since
December 31, 2016 and increased $97.2 million, or 14%, since June 30, 2016.

Total assets under management increased $188.3 million, or 6%, since December 31, 2016 and $326.3 million, or
10% since June 30, 2016.

The following table sets forth the value of assets under management and its components at the dates indicated:

(Dollars in thousands) June 30, December 31, June 30,

2017 2016 2016
Total assets $2,656,547 $2,526,269  $2,433,053
Loans serviced for others 83,268 80,996 77,648
Investment assets under management 781,052 725,338 683,884
Total assets under management $3,520,867 $3,332,603 $3,194,585

Results of Operations
Three Months Ended June 30, 2017 vs. Three Months Ended June 30, 2016

Unless otherwise indicated, the reported results are for the three months ended June 30, 2017 with the "same period,"
the "comparable period," and "prior period" being the three months ended June 30, 2016. Average yields are presented
on a tax equivalent basis.

The Company's net income for the second quarter 2017 amounted to $5.6 million, compared to $4.8 million for the
same period in 2016, an increase of $824 thousand, or 17%. Diluted earnings per share were $0.48 and $0.45 for the
three months ended June 30, 2017 and June 30, 2016, respectively, an increase of 7%. Diluted weighted average
common shares outstanding for the three months ended June 30, 2017 include the full impact of the 930,232 shares of
common stock issued in the Company’s 2016 equity offering, while the respective weighted average for the 2016
period was only marginally affected from the issue date of June 23, 2016 through period end.
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Net Interest Income

The Company's net interest income for the quarter ended June 30, 2017 amounted to $23.5 million, compared to $21.3
million for the quarter ended June 30, 2016, an increase of $2.2 million, or 11%. The increase in net interest income
over the comparable period was due primarily to revenue generated from loan growth.

Net Interest Margin

The Company's margin was 3.90% for the three months ended June 30, 2017 compared to 4.02% for the quarter ended

June 30, 2016. Margin was 3.90% for the quarter ended March 31, 2017. Margin has declined since the prior year due
primarily to loan and investment yields declining, while the cost of funds increased.
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Rate / Volume Analysis

The following table sets forth the extent to which changes in interest rates and changes in the average balances of
interest-earning assets and interest-bearing liabilities have affected interest income and expense during the three
months ended June 30, 2017 compared to the three months ended June 30, 2016. For each category of
interest-earning assets and interest-bearing liabilities, information is provided on changes attributable to: (1) volume
(change in average portfolio balance multiplied by prior period average rate); (2) interest rate (change in average
interest rate multiplied by prior period average balance); and (3) rate and volume (the remaining difference).

Increase (decrease) due to

(Dollars in thousands) g}elgnge Volume Rate \R/?)tli/me
Interest Income

Loans and loans held for sale $2,249 $2,4890 $(235) $(5 )
Investment securities 413 510 B8 )Gy )
Other interest earning assets (1) 44 11 28 5

Total interest earnings assets 2,706 3,010 245 ) 59 )
Interest Expense

Interest checking, savings and money market 223 78 121 24
Certificates of deposit 31 (14 ) 43 2
Brokered CDs 27 2 ) 28 1
Borrowed funds 178 82 14 82
Subordinated debt 1 — — 1

Total interest-bearing funding 460 144 206 110
Change in net interest income $2,246 $2,866 $(451) $(169)

(1) Income on other interest-earning assets includes interest on deposits and fed funds sold, and dividends on FHLB
stock.
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The following table presents the Company's average balance sheet, net interest income and average rates for the three
months ended June 30, 2017 and 2016.

AVERAGE BALANCES, INTEREST AND AVERAGE YIELDS
Three Months Ended June 30, Three Months Ended June 30,

2017 2016
(Dollars in thousands) g:g I?cgee Interest éiveeirdi%)e g:le; rellcg: Interest ?iveeiiii%e
Assets:
Loans and loans held for sale ?) $2,098,528 $23,281 4.50 % $1,882,086 $21,032 4.56 %
Investments 379,138 1,964 2.63 % 303,050 1,551 2.68 %
Other interest earning assets ) 26,687 93 1.41 % 21,844 49 0.90 %
Total interest earnings assets 2,504,353 25,338 4.19 % 2,206,980 22,632 4.26 %
Other assets 108,632 105,728
Total assets $2,612,985 $2,312,708

Liabilities and stockholders' equity:

Int chkg, savings and money market $1,371,650 831 024 % $1,214,731 608 0.20 %

Certificates of deposit 163,057 314 0.77 % 170,974 283 0.67 %
Brokered CDs 79,452 235 1.18 % 80,567 208 1.04 %
Borrowed funds 68,653 192 1.12 % 10,064 14 0.56 %
Subordinated debt ) 14,839 231 6.23 % 14,826 230 6.26 %

Total interest-bearing funding 1,697,651 1,803 043 % 1,491,162 1,343 0.36 %

Net interest rate spread 3.76 % 390 %

Demand deposits 676,364 — 616,096 —
Total deposits, borrowed funds and subordinated debt 2,374,015 1,803 030 % 2,107,258 1,343  0.26 %

Other liabilities 15,234 14,790

Total liabilities 2,389,249 2,122,048

Stockholders' equity 223,736 190,660

Total liabilities and stockholders' equity $2,612,985 $2,312,708

Net interest income $23,535 $21,289

Net interest margin (tax equivalent) 3.90 % 4.02 %

Average yields are presented on a tax equivalent basis. The tax equivalent effect associated with loans and

(1) investments, which was not included in the interest amount above, was $824 thousand and $772 thousand for the
quarters ended June 30, 2017 and June 30, 2016, respectively.

(@ Average loans and loans held for sale include non-accrual loans and are net of average deferred loan fees.

(3) Average investments are presented at average amortized cost.

) Average other interest earning assets include interest earning deposits, fed funds sold and FHLB stock.

) The subordinated debt issued in January 2015 is net of average deferred debt issuance costs.

55

100



Edgar Filing: ENTERPRISE BANCORP INC /MA/ - Form 10-Q

101



Edgar Filing: ENTERPRISE BANCORP INC /MA/ - Form 10-Q

Table of Contents
Interest and Dividend Income

For the second quarter of 2017, total interest and dividend income amounted to $25.3 million, an increase of $2.7
million, or 12%, compared to the prior period. The increase resulted primarily from an increase of $297.4 million, or
13%, in the average balance of interest earning assets, mainly loans, partially offset by a 7 basis point decline in the
average yield.

Interest income on loans and loans held for sale, which accounts for the majority of interest income, amounted to
$23.3 million for the three months ended June 30, 2017, an increase of $2.2 million, or 11%, over the comparable
period, due primarily to loan growth, partially offset by a 6 basis point decline in average loans and loans held for sale
yields. The average balances of loans and loans held for sale increased $216.4 million, or 12%, for the three months
ended June 30, 2017 compared to the same period in 2016.

Income on investment securities amounted to $2.0 million, an increase of $413 thousand, or 27%, compared to the
same period in 2016. This increase primarily resulted from an increase of $76.1 million, or 25%, in the average
balance of investment securities, partially offset by a 5 basis point decrease in average investment yields.

Income on other interest-earning assets amounted to $93 thousand, an increase of $44 thousand, or 90%, compared to
the same quarter in the prior year. This increase was primarily due to an increase of 51 basis points in the average
yield on other interest-earning assets due mainly to an increase in the fed funds rate since the prior period, and to a
lesser extent a $4.8 million, or 22%, increase in the average balance of other interest-earning assets.

Interest Expense

For the three months ended June 30, 2017, total interest expense amounted to $1.8 million, an increase of $460
thousand, or 34%, compared to the prior period. The increase in total interest expense was due to increases in both
average rates and average balances. The increase in average rates resulted from higher cost of funds in the current
year, primarily interest-bearing funding which increased 7 basis points over the same period in the prior year. At the
same time, the average balance of interest-bearing funding increased $206.5 million, or 14% over the same period.

Interest expense on interest checking, savings and money market accounts amounted to $831 thousand, an increase of
$223 thousand, or 37%, compared to the same prior year period due primarily to an increase in average rates of 4 basis
points and to a lesser extent an increase in average balances of $156.9 million, or 13%.

Interest expense on CDs amounted to $314 thousand, an increase of $31 thousand, or 11%, compared to the same
period in the prior year due primarily to an increase in average rates, partially offset by a decrease in average balances.
The average rate increased 10 basis points and amounted to 0.77%, while the average balance declined $7.9 million,
or 5%.

Interest expense on brokered CDs amounted to $235 thousand, an increase of $27 thousand, or 13%, compared to the
2016 period, due primarily to an increase in average rates. Average rates increased 14 basis points due to lower
yielding brokered CDs maturing and being replaced at a higher rate.

Interest expense on borrowed funds amounted to $192 thousand, an increase of $178 thousand due to increases in both
average balances and average rates. Average balances increased $58.6 million, and average rates increased 56 basis
points compared to prior period. Average rates increased due mainly to increases in the fed funds rate since the prior
period.

102



Edgar Filing: ENTERPRISE BANCORP INC /MA/ - Form 10-Q

The average balance of non-interest bearing demand deposits increased $60.3 million, or 10%, as compared to the
same period in 2016. Non-interest bearing demand deposits are an important component of the Company's core
funding strategy. This non-interest bearing funding source represented 30% of total average deposit balances for both
the three months ended June 30, 2017 and June 30, 2016.

Provision for Loan Loss

The provision for loan losses amounted to $280 thousand for the three months ended June 30, 2017, relatively flat
compared to the same period last year.
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The provision for loan losses is a significant factor in the Company's operating results. For further discussion
regarding the provision for loan losses and management's assessment of the adequacy of the allowance for loan losses
see "Credit Risk," "Asset Quality," and "Allowance for Loan Losses" under "Financial Condition" in this Item 2
above, and "Credit Risk," "Asset Quality," and "Allowance for Loan Losses" in the Financial Condition section of
Management's Discussion and Analysis of Financial Condition and Results of Operations in the Company's 2016
Annual Report on Form 10-K.

There have been no material changes to the Company's underwriting practices or to the allowance for loan loss
methodology used to estimate loan loss exposure as reported in the Company's 2016 Annual Report on Form 10-K.

Non-Interest Income

Non-interest income for the three months ended June 30, 2017 amounted to $3.9 million, an increase of $357
thousand, or 10%, as compared to the same period. The significant changes are discussed below:

Deposit and interchange fees increased by $246 thousand, or 19%, primarily due to increases in business checking
fees and to a lesser extent ATM interchange fees.

Net gains on sales of investment securities increased by $166 thousand. Investment sales are typically driven by
market opportunities.

Non-Interest Expense

Non-interest expense for the three months ended June 30, 2017 amounted to $18.8 million, an increase of $1.2
million, or 7%, compared to the prior period in 2016. The significant changes are discussed below:

Salaries and employee benefits increased by $767 thousand, or 7%, primarily to support the Company's strategic
growth and market expansion initiatives since the prior period.

Occupancy and equipment expense increased by $164 thousand, or 9%, mainly due to investments in our facilities,
including the branch network and operations buildings.

Income Taxes

The effective tax rate for the three months ended June 30, 2017, was 33.7%, compared to 32.4% for the three months
ended June 30, 2016. The increase in rate was primarily due to higher levels of projected income partially offset by
the implementation of a new accounting pronouncement (ASU No. 2016-09) related to stock-based compensation
accounting in the first quarter of 2017, which reduced tax expense and increased net income for the three months end
June 30, 2017 by approximately $121 thousand.

Results of Operations
Six Months Ended June 30, 2017 vs. Six Months Ended June 30, 2016

Unless otherwise indicated, the reported results are for the six months ended June 30, 2017 with the "same period," the
"comparable period," "prior year," and "prior period" being the six months ended June 30, 2016. Average yields are

presented on a tax equivalent basis.

The Company's net income for the six months ended June 30, 2017 amounted to $11.2 million compared to $9.1
million for the same period in 2016, an increase of $2.1 million, or 23%. Diluted earnings per share were $0.96 and
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$0.86 for the six months ended June 30, 2017 and June 30, 2016, respectively, an increase of 12%. Diluted weighted
average common shares outstanding for the six months ended June 30, 2017 include the full impact of the 930,232
shares of common stock issued in the Company’s 2016 equity offering, while the respective weighted average for the
2016 period was only marginally affected from the issue date of June 23, 2016 through period end.
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Net Interest Income

The Company's net interest income for the six months ended June 30, 2017 was $46.4 million compared to $42.4
million for the six months ended June 30, 2016, an increase of $4.0 million, or 9%. The increase in net interest
income over the comparable period was due primarily to revenue generated from loan growth.

Net Interest Margin

The Company's margin was 3.90% for the six months ended June 30, 2017, compared to 4.02% for the six months
ended June 30, 2016. Margin has declined since the prior year due primarily to loan and investment yields declining,
while the cost of funds increased. The margin was also impacted by a slight change in the composition of interest
earning assets due to an increase in investments, which are typically lower yielding than loans.

Rate / Volume Analysis

The following table sets forth the extent to which changes in interest rates and changes in the average balances of
interest-earning assets and interest-bearing liabilities have affected interest income and expense during the six months
ended June 30, 2017 compared to the six months ended June 30, 2016. For each category of interest-earning assets
and interest-bearing liabilities, information is provided on changes attributable to: (1) volume (change in average
portfolio balance multiplied by prior period average rate); (2) interest rate (change in average interest rate multiplied
by prior period average balance); and (3) rate and volume (the remaining difference).

Increase (decrease) due to

(Dollars in thousands) g}elgnge Volume Rate \R/?)tli/me
Interest Income

Loans and loans held for sale $3,739 $4,581 $(628 ) $(214)
Investment securities 793 1,042 (120 ) (129 )
Other interest earning assets (1) 73 33 30 10
Total interest earnings assets 4605 5,656 (718 ) (333 )
Interest Expense

Interest checking, savings and money market 371 182 178 11
Certificates of deposit 69 (11 ) 83 €] )
Brokered CDs 19 H)Y@®@2 )92 (19 )
Borrowed funds 176 54 72 50
Subordinated debt 2 ) — (1 ) (1 )
Total interest-bearing funding 595 133 424 38
Change in net interest income $4,010 $5,523 $(1,142) $(371)

(1) Income on other interest-earning assets includes interest on deposits and fed funds sold, and dividends on FHLB
stock.
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The following table presents the Company's average balance sheet, net interest income and average rates for the six
months ended June 30, 2017 and 2016.
AVERAGE BALANCES, INTEREST AND AVERAGE YIELDS

Six months ended June 30, Six months ended June 30,
2017 2016
(Dollars in thousands) g:g I?cgee Interest éiveeirda(gli g:le; rr?cg: Interest ?iveeiiia(gle;
Assets:
Loans and loans held for sale ?) $2,073,388 $45,652 449 % $1,873,198 $41,913 4.56 %
Investments 378,309 3,884 2.61 % 300,813 3,001 2.69 %
Other interest earning assets ) 26,432 166 1.27 % 19,586 93 0.96 %
Total interest earnings assets 2,478,129 49,702 4.17 % 2,193,597 45,097 427 %
Other assets 105,912 101,971
Total assets $2,584,041 $2,295,568
Liabilities and stockholders' equity:
Int chkg, savings and money market $1,380,960 1,584 0.23 % $1,197,292 1,213 020 %
Certificates of deposit 164,536 614 0.75 % 167,802 545 0.65 %
Brokered CDs 69,468 410 1.19 % 88,412 429 098 %
Borrowed funds 48,654 253 1.05 % 28,474 77 0.54 %
Subordinated debt ) 14,837 459 6.24 % 14,825 461 6.26 %
Total interest-bearing funding 1,678,455 3,320 0.40 % 1,496,805 2,725 037 %
Net interest rate spread 377 % 390 %
Demand deposits 668,944 — 596,733 —
Total deposits, borrowed funds and subordinated debt 2,347,399 3,320 0.29 % 2,093,538 2,725 0.26 %
Other liabilities 16,234 14,737
Total liabilities 2,363,633 2,108,275
Stockholders' equity 220,408 187,293
Total liabilities and stockholders' equity $2,584,041 $2,295,568
Net interest income $46,382 $42.372
Net interest margin (tax equivalent) 3.90 % 4.02 %

Average yields are presented on a tax equivalent basis. The tax equivalent effect associated with loans and
(1) investments, which was not included in the interest amount above, was $1.6 million for the six months ended
June 30, 2017 and $1.5 million for the comparable period in 2016.
(@) Average loans and loans held for sale include non-accrual loans and are net of average deferred loan fees.
() Average investment balances are presented at average amortized cost.
) Average other interest earning assets includes interest-earning deposits, fed funds sold, and FHLB stock.
() The subordinated debt is net of average deferred debt issuance costs.
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Interest and Dividend Income

Total interest and dividend income amounted to $49.7 million for the six months ended June 30, 2017, an increase of
$4.6 million, or 10%, compared to the prior period. The increase resulted primarily from an increase of $284.5
million, or 13%, in the average balance of interest earning assets, mainly loans, partially offset by a decrease in
average yields of 10 basis points.

Interest income on loans and loans held for sale, which accounts for the majority of interest income, amounted to
$45.7 million, an increase of $3.7 million, or 9%, over the comparable period, due primarily to loan growth, partially
offset by a decline in yields. The average loans and loans held for sale balances increased $200.2 million, or 11%,
compared to the prior period. The average yield on loans and loans held for sale amounted to 4.49% for the six months
ended June 30, 2017, a decline of 7 basis points since the same period in 2016.

Income on investment securities amounted to $3.9 million, an increase of $793 thousand, or 26%, compared to the
same period in 2016. This increase primarily resulted from an increase in the average balance of investment securities
by $77.5 million, or 26%, partially offset by an 8 basis points decline in the average yield on investment securities.

Other interest earning assets income amounted to $166 thousand for the six months ended June 30, 2017, an increase
of $73 thousand, or 78%, compared to the prior period. The increase resulted both from an increase of $6.8 million, or
35%, in the average balance of other interest earning assets compared to the prior period and a 31 basis point increase
in the average yield, primarily due to increases in the fed funds rate since the prior period.

Interest Expense

For the six months ended June 30, 2017, total interest expense amounted to $3.3 million, an increase of $595
thousand, or 22%, over the same period in 2016 due primarily to an increase in the cost of funds, mainly
interest-bearing funding which increased by 3 basis points.

Interest expense on interest checking, savings and money market accounts amounted to $1.6 million, an increase of
$371 thousand, or 31%, compared to the prior period due to both an increase in average balances of $183.7 million, or
15%, and an increase in rates by 3 basis points over the comparable period.

Interest expense on CDs amounted to $614 thousand, an increase of $69 thousand, or 13%, over the same period in
2016 due primarily to an increase in the average rate of 10 basis points.

Interest expense on brokered CDs amounted to $410 thousand, a decrease of $19 thousand, or 4%, due primarily to a
decrease in the average balance, partially offset by an increase in the average rate. The average balance decreased
$18.9 million, or 21%, while the average rate increased 21 basis points. Changes in both the average balances and
average rates are due to the timing of maturities of lower yielding shorter-term brokered CDs in 2016 that have been
replaced in the second quarter of 2017 with higher yielding ones.

Interest expense on borrowed funds amounted to $253 thousand, an increase of $176 thousand, due to increases in
both average rates and average balances of borrowed funds since the prior year. Average rates increased 51 basis
points, mainly due to increases in the fed funds rate since the prior period, and average balances increased $20.2
million since the prior period.

For the six months ended June 30, 2017, the average balance of non-interest bearing demand deposits increased $72.2
million, or 12%, as compared to the same period in 2016. Non-interest bearing demand deposits are an important
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component of the Company's core funding strategy. This non-interest bearing funding represented 29% of total
average deposit balances for both the six months ended June 30, 2017 and 2016.

Provision for Loan Loss
The provision for loan losses amounted to $405 thousand for the six months ended June 30, 2017, a decrease of $712
thousand compared to the same period last year. The decrease in the provision for the six months ended June 30, 2017

was due primarily to generally improved credit quality metrics and underlying collateral values, partially offset by
increased loan growth compared to the prior year.
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The provision for loan losses is a significant factor in the Company's operating results. For further discussion
regarding the provision for loan losses and management's assessment of the adequacy of the allowance for loan losses
see "Credit Risk," "Asset Quality," and "Allowance for Loan Losses" under "Financial Condition" in this Item 2
above, and "Credit Risk," "Asset Quality," and "Allowance for Loan Losses" in the Financial Condition section of
Management's Discussion and Analysis of Financial Condition and Results of Operations in the Company's 2016
Annual Report on Form 10-K.

There have been no material changes to the Company's underwriting practices or to the allowance for loan loss
methodology used to estimate loan loss exposure as reported in the Company's 2016 Annual Report on Form 10-K.

Non-Interest Income

Non-interest income for the six months ended June 30, 2017 amounted to $8.1 million, an increase of $1.3 million, or
19%, as compared to the six months ended June 30, 2016. The significant changes are discussed below:

Deposit and interchange fees increased by $344 thousand, or 14%, primarily due to increases in business checking
fees and to a lesser extent ATM interchange fees.

Net gains on sale of investments increased by $704 thousand. Investment sales are typically driven by market
opportunities.

Non-Interest Expense

Non-interest expense for the six months ended June 30, 2017 amounted to $38.2 million, an increase of $3.8 million,
or 11%, compared to the same period in 2016. The significant changes are discussed below:

Salaries and employee benefits increased by $3.0 million, or 14%, since the prior period, primarily to support the
Company's strategic growth and market expansion initiatives.

Occupancy and equipment expenses increased $290 thousand, or 8%, mainly due to investments in our facilities,
including our branch network and operational buildings.

Technology and telecommunications expense increased $217 thousand, or 7%, primarily as a result of investments in
our network infrastructure and security, to improve our service capabilities and to enhance business continuity.

Audit, legal, and professional expenses decreased by $155 thousand, or 19%, primarily due to decreases in audit fees
compared to the same period in 2016.

Deposit insurance premiums increased by $109 thousand, or 17%, due primarily to changes in the FDIC's assessment
methodology in late 2016, which applied to all banks, and the Company's growth.

Income Taxes

The effective tax rate for the six months ended June 30, 2017 was 29.7%, compared to 33.4% for the six months
ended June 30, 2016. The decrease in rate was due primarily to the implementation of a new accounting
pronouncement (ASU No. 2016-09) related to stock-based compensation accounting in the first quarter of 2017,
which reduced tax expense and increased net income by approximately $788 thousand for the six months ended
June 30, 2017.

111



Edgar Filing: ENTERPRISE BANCORP INC /MA/ - Form 10-Q

Recent Accounting Pronouncements

See Note 1 Item (e) “Recent Accounting Pronouncements” to the Company's unaudited consolidated financial
statements in this Form 10-Q for information regarding recent accounting pronouncements.
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Item 3 - Quantitative and Qualitative Disclosures About Market Risk

The Company's primary market risk is interest rate risk. Oversight of interest rate risk management is the
responsibility of the Company's Board of Directors (the "Board"). Annually, the Board reviews and approves the
Company's asset-liability management policy, which provides management with guidelines for controlling interest
rate risk, as measured through net interest income sensitivity to changes in interest rates, within certain tolerance
levels. The Board also establishes and monitors guidelines for the Company's liquidity, capital ratios and
asset-liability management.

The Company's asset-liability management strategies and guidelines are reviewed on a periodic basis by management
and presented and discussed with the Board. These strategies and guidelines are revised based on changes in interest
rate levels, general economic conditions, competition in the marketplace, the current interest rate risk position of the
Company, anticipated growth and other factors.

One of the principal factors in maintaining planned levels of net interest income is the ability to design effective
strategies to manage the impact of interest rate changes on future net interest income. Quarterly, management
completes a net interest income sensitivity analysis, which is regularly presented to the Board. This analysis includes a
simulation of the Company's net interest income under various interest rate scenarios. Variations in the interest rate
environment affect numerous factors, including prepayment speeds, reinvestment rates, maturities of investments (due
to call provisions), and interest rates on various asset and liability accounts.

Under the Company's current balance sheet position, the Company's margin generally performs slightly better over
time in a rising rate environment, while it generally decreases in a declining rate environment and when the yield
curve is flattening or inverted. The Company can be subject to margin compression depending on the economic
environment and the shape of the yield curve.

In a flattening yield curve scenario, margin compression occurs as the spread between the cost of funding and the
yield on interest earning assets narrows. Under this scenario the degree of margin compression is highly dependent on
the Company's ability to fund asset growth through lower cost deposits. However, if the curve is flattening, while
short-term rates are rising, the adverse impact on margin may be somewhat delayed, as increases in the Prime Rate
will initially result in the Company's asset yields re-pricing more quickly than funding costs. After a protracted period
of flat rates, the Federal Open Market Committee had begun to increase the fed funds target rate, with three 25 basis
point increases since their December 2016 meeting.

In an inverted yield curve situation, shorter-term rates exceed longer-term rates, and the impact on margin is similar
but more adverse than the flat curve scenario. Again, however, the extent of the impact on margin is highly dependent
on the Company's balance sheet mix.

In a declining rate environment, margin compression will eventually occur as the yield on interest earning assets
decreases more rapidly than decreases in funding costs. The primary causes would be the impact of interest rate
decreases (including decreases in the Prime Rate) on adjustable rate loans and the fact that decreases in deposit rates
may be limited or lag decreases in the Prime Rate.

There have been no material changes in the results of the Company's net interest income sensitivity analysis as
reported in the Company's 2016 Annual Report on Form 10-K. At June 30, 2017, management continues to consider
the Company's primary interest rate risk exposure to be margin compression that may result from changes in interest
rates and/or changes in the mix of the Company's balance sheet components. This would include the mix of fixed
versus variable rate loans and investments on the asset side, and higher cost versus lower cost deposits and overnight
borrowings versus term borrowings and certificates of deposit on the liability side. Refer to heading “Results of
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Operations” contained within Management’s Discussion and Analysis of Financial Condition and Results of Operations
for further discussion of margin.
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Item 4 - Controls and Procedures
Evaluation of Disclosure Controls and Procedures

The Company maintains a set of disclosure controls and procedures and internal controls designed to ensure that the
information required to be disclosed in reports that it files or furnishes to the SEC under the Securities Exchange Act
of 1934, as amended (the "Exchange Act"), is recorded, processed, summarized and reported within the time periods
specified in the SEC's rules and forms.

The Company carried out an evaluation as of the end of the period covered by this Form 10-Q under the supervision
and with the participation of the Company's management, including its principal executive officer and principal
financial officer, of the effectiveness of the design and operation of the Company's disclosure controls and procedures
pursuant to Exchange Act Rule 13a-15(b). Based upon that evaluation, the Company's principal executive officer and
principal financial officer concluded that the Company's disclosure controls and procedures are effective as of

June 30, 2017.

Changes in Internal Control over Financial Reporting
There has been no change in the Company's internal control over financial reporting that has occurred during the

Company's most recent fiscal quarter (i.e., the three months ended June 30, 2017) that has materially affected, or is
reasonably likely to materially affect, the Company's internal control over financial reporting.
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PART II - OTHER INFORMATION
Item 1 - Legal Proceedings
There are no material pending legal proceedings to which the Company or its subsidiaries are a party or to which any
of its property is subject, other than ordinary routine litigation incidental to the business of the Company. Management
does not believe resolution of any present litigation will have a material adverse effect on the business, consolidated
financial condition or results of operations of the Company.

Item 1A - Risk Factors

Management believes that there have been no material changes in the Company's risk factors as reported in the
Company's 2016 Annual Report on Form 10-K.

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

The following table represents information with respect to repurchases of common stock made by the Company
during the three months ended June 30, 2017.

Total Number of Shares Purchased as Maximum Number of Shares that

Total number of Average Price Part of Publicly Announced Plans or  May Yet Be Purchased Under the

shares repurchased Paid Per Share

Programs Announced Plans or Programs
April 2,850 $34.43 — —
May — — — —
June — — — —
(I)Amounts include shares repurchased that were not part of a publicly announced repurchase plan or program. These

shares were owned and tendered by employees as payment for taxes on vesting restricted stock.

Item 3 - Defaults upon Senior Securities
Not Applicable.

Item 4 - Mine Safety Disclosures

Not Applicable.

Item 5 - Other Information

Not Applicable.
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Item 6 - Exhibits
EXHIBIT INDEX

Exhibit No. Description

3.1.1 Amended and Restated Articles of Organization of the Company. as amended as of June 4. 2013 incorporated
by reference to the Company's Current Report on Form 8-K filed June 10. 2013 (File No. 001-33912).

3.1.2 Articles of Amendment to the Restated Articles of Organization of the Company. as amended as of May 16.
2017 incorporated by reference to the Company's Current Report on Form 8-K filed May 18. 2017 (File No.
001-33912).

3.2 Amended and Restated Bylaws of the Company. as amended as of January 15. 2013, incorporated by reference
to Exhibit 3.2 to the Company's Current Report on Form 8-K filed on January 22. 2013 (File No. 001-33912).

31.1* Certification of Principal Executive Officer under Securities Exchange Act Rule 13a-14(a)
31.2*% Certification of Principal Financial Officer under Securities Exchange Act Rule 13a-14(a)

32% fP 1E tive Off]
Pursuant to Securities Exchange Act Rule 13a-14(b)

The following materials from Enterprise Bancorp, Inc.’s Quarterly Report on Form 10-Q for the quarter ended
June 30, 2017 were formatted in XBRL (eXtensible Business Reporting Language): (i) Consolidated Balance
Sheets as of June 30, 2017 and December 31, 2016; (i1) Consolidated Statements of Income for the three and six

,.months ended months ended June 30, 2017 and 2016; (iii) Consolidated Statements of Comprehensive Income
for the three and six months ended months ended June 30, 2017 and 2016; (iv) Consolidated Statements of
Changes in Equity for the six months ended June 30, 2017; (v) Consolidated Statements of Cash Flows for the
six months ended June 30, 2017 and 2016; and (vi) Notes to Unaudited Consolidated Interim Financial
Statements.
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SIGNATURES

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

ENTERPRISE BANCORP, INC.
DATE: August 7, 2017 By:/s/ James A. Marcotte
James A. Marcotte
Executive Vice President,

Chief Financial Officer and Treasurer
(Principal Financial Officer)
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