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Approximate date of commencement of the proposed sale of the securities to the public: As soon as practicable
after this registration statement becomes effective and upon completion of the merger described in the enclosed joint
proxy statement/ prospectus.

If the securities being registered on this form are being offered in connection with the formation of a holding company
and there is compliance with General Instruction G, check the following box. ~

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act of
1933, as amended, check the following box and list the Securities Act registration statement number of the earlier
effective registration statement for the same offering. ~

If this form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering. ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or

a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer ~ Accelerated filer X

Non-accelerated filer ~ (Do not check if a smaller reporting company) Smaller reporting company
Exchange Act Rule 13e-4(i) (Cross-Border Issuer Tender Offer) -

Exchange Act Rule 14d-1(d) (Cross-Border Third-Party Tender Offer) ~

CALCULATION OF REGISTRATION FEE

Proposed
Amount maximum
Title of each class of to be aggregate Amount of
securities to be registered registeredV offering price®® registration fee®®
Common Stock, par value $ 2.00 per share 4,177,285 $151,121,900 $15,217.98

(1) Represents the estimated maximum number of shares of Bar Harbor Bankshares common stock that may be issued
upon the completion of the merger described herein. This registration statement also relates to an indeterminate
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number of shares of Bar Harbor Bankshares common stock that may be issued upon stock splits, stock dividends
or similar transactions in accordance with Rule 416 under the Securities Act.

(2) Estimated solely for the purpose of calculating the registration fee required by Section 6(b) of the Securities Act
and computed pursuant to Rules 457(c) and 457(f) of the Securities Act, the proposed maximum aggregate
offering price of the registrant s common stock was computed by multiplying (a) $17.98, the average of the high
and low prices per share of Lake Sunapee Bank Group common stock on the NASDAQ Global Market on July 12,
2016, by (b) 8,405,000, the maximum possible number of shares of Lake Sunapee Bank Group common stock that
may be cancelled and exchanged in the merger.

(3) Determined in accordance with Section 6(b) of the Securities Act at a rate equal to $100.70 per $1,000,000 of the
proposed maximum aggregate offering price.

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its
effective date until the registrant shall file a further amendment which specifically states that this registration
statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of 1933 or until
the registration statement shall become effective on such date as the Commission, acting pursuant to said
Section 8(a), may determine.
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The information in this joint proxy statement/prospectus is not complete and may be changed. We may not sell
the securities offered by this joint proxy statement/prospectus until the registration statement filed with the
Securities and Exchange Commission is effective. This joint proxy statement/prospectus does not constitute an
offer to sell or a solicitation of an offer to buy any securities in any jurisdiction where an offer or solicitation is
not permitted.

PRELIMINARY SUBJECT TO COMPLETION DATED July 19, 2016

Joint Proxy Statement/Prospectus
MERGER PROPOSED YOUR VOTE IS VERY IMPORTANT
Dear Shareholder:

On May 5, 2016, the boards of directors of Bar Harbor Bankshares, or BHB, and Lake Sunapee Bank Group, or
LSBG, each unanimously approved a merger agreement between BHB and LSBG, pursuant to which LSBG will
merge with and into BHB, with BHB surviving the merger. Immediately following the merger, Lake Sunapee Bank,
fsb, will merge with and into Bar Harbor Bank & Trust, or BHB Bank, with BHB Bank surviving the merger.

Each of BHB and LSBG is holding a special meeting for its shareholders to vote on the proposals necessary to
complete the merger. The merger cannot be completed unless the holders of at least a majority of the shares of BHB
common stock outstanding and entitled to vote and the holders of at least a majority of the shares of LSBG common
stock outstanding and entitled to vote at each company s special meeting vote to adopt and approve the merger
agreement.

The special meeting of BHB shareholders will be held at the on , at , local time. The
special meeting of LSBG stockholders will be held at the on ,at , local time.

If the merger is completed, LSBG stockholders will receive 0.4970 shares of BHB common stock for each share of
LSBG common stock they own on the effective date of the merger. LSBG stockholders will also receive cash in lieu
of any fractional shares they would have otherwise received in the merger. BHB has registered 4,177,285 shares of its
common stock for issuance to the LSBG stockholders, which represents the estimated maximum number of shares of
BHB common stock that may be issued upon the completion of the merger described herein. Although the number of
shares of BHB common stock that LSBG stockholders will be entitled to receive is fixed, the market value of the
stock consideration will fluctuate with the market price of BHB common stock and will not be known at the time
LSBG stockholders vote on the merger. However, as described in more detail elsewhere in this joint proxy
statement/prospectus, under the terms of the merger agreement, if the average price of BHB common stock over a
specified period of time decreases below certain specified thresholds, LSBG would have a right to terminate the
merger agreement, unless BHB elects to increase the exchange ratio, which would result in additional shares of BHB
common stock being issued.

BHB common stock is listed on the NYSE MKT, under the symbol BHB and LSBG common stock is listed on the
NASDAQ Global Market under the symbol LSBG . On May 4, 2016, which was the last trading day preceding the
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public announcement of the proposed merger, the closing price of BHB common stock was $34.55 per share, which
after giving effect to the exchange ratio has an implied value of $17.17 per share. On , 2016, which was
the most recent practicable trading day before the printing of this joint proxy statement/prospectus, the closing price of
LSBG common stock was $ per share, which after giving effect to the exchange ratio, has an implied value of
approximately $ per share. The market prices of BHB and LSBG will fluctuate between now and the closing of
the merger. We urge you to obtain current market quotations for both BHB and LSBG common stock.

Your vote is important regardless of the number of shares you own. Whether or not you plan to attend the special
meeting, please take the time to vote by completing and mailing your company s enclosed proxy card or by submitting
a proxy through the Internet or by telephone as described in the instructions on the enclosed proxy card as soon as
possible to make sure your shares are represented at the special meeting. If you hold shares through a bank or broker,
please use the voting instructions you have received from your bank or broker. If you submit a properly signed proxy
card without indicating how you want to vote, your proxy will be counted as a vote  FOR each of the proposals being
voted on at your company s special meeting. The failure to vote by submitting your proxy or attending your company s
special meeting and voting in person will have the same effect as a vote  AGAINST adoption and approval of the
merger agreement.

The accompanying document serves as the joint proxy statement for the special meetings of BHB and LSBG, and as
the prospectus for the shares of BHB common stock to be issued in connection with the merger. This joint proxy
statement/prospectus describes the special meetings, the merger, the documents related to the merger and other related
matters. BHB and LSBG have sent you this joint proxy statement/prospectus and the proxy card because their
respective board of directors is soliciting your proxy to vote at the respective special meeting. Please carefully review
and consider this joint proxy statement/prospectus. Please give particular attention to the discussion under the
heading _Risk Factors beginning on page 24 for risk factors relating to the merger which you should consider.

We look forward to the successful completion of the merger.

Sincerely,

Curtis C. Simard Stephen R. Theroux

Bar Harbor Bankshares Lake Sunapee Bank Group

President and Chief Executive Officer President and Chief Executive Officer

Neither the Securities and Exchange Commission nor any state securities commission or bank regulatory
agency has approved or disapproved of the securities to be issued in the merger or determined if the attached
joint proxy statement/prospectus is accurate or adequate. Any representation to the contrary is a criminal
offense.

The shares of BHB common stock to be issued in the merger are not savings accounts, deposits or other
obligations of any bank or savings association and are not insured by any federal or state governmental agency.

This joint proxy statement/prospectus is dated , 2016, and is first being mailed to BHB shareholders and
LSBG stockholders on or about , 2016.
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9 Main Street
P.O. Box 9
Newport, New Hampshire 03773
(603) 863-0886

NOTICE OF SPECIAL MEETING OF STOCKHOLDERS

TO BE HELD ON
A special meeting of stockholders of Lake Sunapee Bank Group, or LSBG, will be held at the on
, at , local time, for the following purposes:

1. to consider and vote on a proposal to adopt the Agreement and Plan of Merger, or the merger agreement, by
and between Bar Harbor Bankshares, or BHB, and LSBG, dated as of May 5, 2016, pursuant to which LSBG
will merge with and into BHB with BHB surviving;

2. to consider and vote on an advisory (non-binding) proposal to approve the compensation payable to the
named executive officers of LSBG in connection with the merger; and

3. to consider and vote on a proposal to approve one or more adjournments of the special meeting, if
necessary, to permit further solicitation of proxies if there are insufficient votes at the time of the
special meeting, or at any adjournment or postponement of that meeting, to adopt the merger
agreement.
The merger agreement and proposed merger of LSBG with and into BHB is more fully described in the attached joint
proxy statement/prospectus, which you should read carefully and in its entirety before voting. A copy of the merger
agreement is included as Annex A to the attached joint proxy statement/prospectus.

The board of directors of LSBG has established the close of business on , 2016 as the record date for the
special meeting. Only record holders of LSBG common stock as of the close of business on that date will be entitled
to notice of and vote at the special meeting or any adjournment or postponement of that meeting. A list of
stockholders entitled to vote at the special meeting will be available for inspection by any LSBG stockholder at the
offices of LSBG for a period of 10 days prior to the special meeting until the close of such meeting. The affirmative
vote of holders of at least a majority of the shares of LSBG common stock outstanding and entitled to vote at the
special meeting is required to adopt the merger agreement.

Your vote is important, regardless of the number of shares that you own. Please complete, sign and return the
enclosed LSBG proxy card promptly in the enclosed postage-paid envelope or submit a proxy through the
Internet or by telephone as described in the instructions on the enclosed proxy card. Voting by proxy will not
prevent you from voting in person at the special meeting, but will assure that your vote is counted if you are unable to
attend. You may revoke your proxy at any time before the meeting. If your shares are held in the name of a bank,
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broker or other nominee, please follow the instructions furnished to you by such record holder with these materials. If
you do not vote in person or by proxy, the effect will be a vote  AGAINST adoption of the merger agreement.

The LSBG board of directors unanimously recommends that you vote FOR adoption of the merger agreement,

FOR approval, on an advisory (non-binding) basis, of the compensation payable to the named executive officers
of LSBG in connection with the merger, and FOR the adjournment proposal as described above.

By Order of the Board of Directors,
Kimberly Pruett-Ilg
Corporate Secretary

Newport, New Hampshire

, 2016

Table of Contents 8



Edgar Filing: BAR HARBOR BANKSHARES - Form S-4

Table of Conten

82 Main Street
Bar Harbor, Maine 04609
(207) 288-3314
NOTICE OF SPECIAL MEETING OF SHAREHOLDERS
TO BE HELD ON

A special meeting of shareholders of Bar Harbor Bankshares, or BHB, will be held at the
on , at , local time, for the following purposes:

1. to consider and vote on a proposal to approve the Agreement and Plan of Merger, or the merger agreement,
by and between BHB and Lake Sunapee Bank Group, or LSBG, dated as of May 5, 2016, pursuant to which
LSBG will merge with and into BHB with BHB surviving; and

2. to consider and vote on a proposal to approve one or more adjournments of the special meeting, if necessary,
to permit further solicitation of proxies if there are insufficient votes at the time of the special meeting, or at
any adjournment or postponement of that meeting, to approve the merger agreement.

The merger agreement and proposed merger of LSBG with and into BHB is more fully described in the attached joint
proxy statement/prospectus, which you should read carefully and in its entirety before voting. A copy of the merger
agreement is included as Annex A to the attached joint proxy statement/prospectus.

The board of directors of BHB has established the close of business on , 2016 as the record date for the
special meeting. Only record holders of BHB common stock as of the close of business on that date will be entitled to
notice of and vote at the special meeting or any adjournment or postponement of that meeting. A list of shareholders
entitled to vote at the special meeting will be available for inspection by any BHB shareholder at any time prior to or
during the special meeting or any adjournment thereof. The affirmative vote of holders of at least a majority of the
shares of BHB common stock outstanding and entitled to vote at the special meeting is required to adopt and approve
the merger agreement.

Your vote is important, regardless of the number of shares that you own. Please complete, sign and return the
enclosed BHB proxy card promptly in the enclosed postage-paid envelope or submit a proxy through the
Internet or by telephone as described in the instructions on the enclosed proxy. Voting by proxy will not prevent
you from voting in person at the special meeting, but will assure that your vote is counted if you are unable to attend.
You may revoke your proxy at any time before the meeting. If your shares are held in the name of a bank, broker or
other nominee, please follow the instructions furnished to you by such record holder with these materials. If you do
not vote in person or by proxy, the effect will be a vote AGAINST adoption and approval of the merger agreement.

The BHB board of directors unanimously recommends that you vote FOR adoption and approval of the
merger agreement and FOR the adjournment proposal as described above.
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By Order of the Board of Directors,

Marsha C. Sawyer
Clerk
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ADDITIONAL INFORMATION

The accompanying joint proxy statement/prospectus incorporates by reference important business and financial
information about BHB and LSBG from documents that are not included in or delivered with the joint proxy
statement/prospectus. This information is available to you without charge upon your written or oral request. You can
obtain the documents incorporated by reference into this joint proxy statement/prospectus by requesting them in
writing or by telephone from the appropriate company at the following addresses and telephone numbers:

Bar Harbor Bankshares Lake Sunapee Bank Group
82 Main Street 9 Main Street
Bar Harbor, Maine 04609 P.O.Box 9
Attention: Marsha C. Sawyer, Clerk Newport, New Hampshire 03773
(207) 288-2639 Attention: Laura Jacobi
www.bhbt.com (603) 863-0886
( Shareholder Relations tab) www.lakesunbank.com

( Investor Relations tab)
To obtain timely delivery, you must request the information no later than five business days before the
applicable special meeting. In the case of LSBG stockholders, this means that you must make your request no
later than , 2016, and in the case of BHB shareholders, this means that you must make your request
no later than , 2016.

For a more detailed description of the information incorporated by reference into the accompanying joint proxy
statement/prospectus and how you may obtain it, see Where You Can Find More Information beginning on page 118.

The accompanying joint proxy statement/prospectus provides a detailed description of the merger and the merger
agreement. We urge you to read the joint proxy statement/prospectus, including any documents incorporated by
reference into the joint proxy statement/prospectus, and its annexes carefully and in their entirety. If you have any
questions concerning the merger, the other meeting matters or the joint proxy statement/prospectus, or need assistance
voting your shares, please contact Alliance Advisors, the proxy solicitor for BHB and LSBG, at the address or
telephone number listed below:
Alliance Advisors LLC
200 Broadacres Drive, 3" Floor

Bloomfield, NJ 07003

(855)928-4494
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Please do not send your stock certificates at this time. LSBG stockholders will be sent separate instructions
regarding the surrender of their stock certificates.
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QUESTIONS AND ANSWERS ABOUT THE MERGER AND THE SPECIAL MEETINGS

The following questions and answers are intended to address briefly some commonly asked questions regarding the
merger and the special meetings. These questions and answers may not address all questions that may be important to
you as a shareholder. To better understand these matters, and for a description of the legal terms governing the
merger, you should carefully read this entire joint proxy statement/prospectus, including the annexes, as well as the
documents that have been incorporated by reference into this joint proxy statement/prospectus.

Q: Why am I receiving this joint proxy statement/prospectus?

A: BHB and LSBG have agreed to the acquisition of LSBG by BHB under the terms of the merger agreement that is
described in this joint proxy statement/prospectus. A copy of the merger agreement is attached to this joint proxy
statement/prospectus as Annex A. In order to complete the merger, BHB and LSBG shareholders must adopt and
approve the merger agreement. BHB will hold a special meeting of shareholders and LSBG will hold a special
meeting of stockholders to obtain this approval. This joint proxy statement/prospectus contains important
information about the merger, the merger agreement, the special meetings of BHB and LSBG and other related
matters, and you should read it carefully. The enclosed voting materials for each special meeting allow you to
vote your shares of common stock without attending your company s special meeting in person.

We are delivering this joint proxy statement/prospectus to you as both a joint proxy statement of BHB and LSBG and

a prospectus of BHB. It is a joint proxy statement because the boards of directors of both BHB and LSBG are

soliciting proxies from their respective shareholders. Your proxy will be used at your respective special meeting or at

any adjournment or postponement of that special meeting. It is also a prospectus because BHB will issue BHB
common stock to LSBG stockholders as consideration in the merger, and this prospectus contains information about
that common stock.

Q: What will happen in the merger?

A: In the proposed merger, LSBG will merge with and into BHB, with BHB being the surviving entity. Following
the merger, Lake Sunapee Bank, fsb, or LSBG Bank, will be merged with and into Bar Harbor Bank & Trust, or
BHB Bank, with BHB Bank being the surviving entity.

Q: What will I receive in the merger?

A: LSBG Stockholders. If the merger is completed, LSBG stockholders will be entitled to receive 0.4970 shares of
BHB common stock for each outstanding share of LSBG common stock held at the time of the merger (other than
shares held directly or indirectly by BHB and shares held by LSBG as treasury shares).

The value of the stock consideration is dependent upon the value of BHB common stock and therefore will fluctuate

with the market price of BHB common stock. Accordingly, any change in the price of BHB common stock prior to the

merger will affect the market value of the stock consideration that LSBG stockholders will receive as a result of the
merger.
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BHB Shareholders. BHB shareholders will continue to hold their existing shares. Following the merger, BHB
common stock will continue to trade on the NYSE MKT, or NYSE, under the symbol BHB .

Q: Will I receive any fractional shares of BHB common stock as part of the merger consideration?

A: No. BHB will not issue any fractional shares of BHB common stock in the merger. Instead, BHB will pay you the
cash value of a fractional share (without interest) in an amount determined by multiplying the fractional share
interest to which you would otherwise be entitled by the average of the closing sales prices of one share of BHB
common stock on the NYSE for the 10 trading days immediately preceding the effective time of the merger, as
reported by Bloomberg.
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What will happen to shares of BHB common stock in the merger?

BHB shareholders will not receive any merger consideration for their BHB common stock. Each share of BHB
common stock outstanding will remain outstanding as a share of BHB common stock.

What are the material U.S. federal income tax consequences of the merger to U.S. holders of shares of
LSBG common stock?

The merger is intended to qualify for U.S. federal income tax purposes as a reorganization within the meaning of
Section 368(a) of the Internal Revenue Code of 1986, as amended, or the Code. Accordingly, LSBG stockholders
generally will not recognize any gain or loss on the conversion of shares of LSBG common stock solely into

shares of BHB common stock. However, a LSBG stockholder generally will be subject to tax on cash received in
lieu of any fractional share of BHB common stock that a LSBG stockholder would otherwise be entitled to

receive. See The Merger Material U.S. Federal Income Tax Consequences of the Merger beginning on page 79.

Will I be able to trade the shares of BHB common stock that I receive in the merger?

You may freely trade the shares of BHB common stock issued in the merger, unless you are an affiliate of BHB
as defined by Rule 144 under the Securities Act of 1933, as amended. Affiliates consist of individuals or entities
that control, are controlled by or are under the common control with BHB, and include the executive officers and
directors of BHB after the merger and may include significant shareholders of BHB.

What are the conditions to completion of the merger?

The obligations of BHB and LSBG to complete the merger are subject to the satisfaction or waiver of certain
closing conditions contained in the merger agreement, including the receipt of required regulatory approvals and
tax opinions, and the adoption and approval of the merger agreement by the shareholders of both BHB and
LSBG.

When do you expect the merger to be completed?

We will complete the merger when all of the conditions to completion contained in the merger agreement are
satisfied or waived, including obtaining required regulatory approvals and the adoption and approval of the
merger agreement by BHB and LSBG shareholders at their respective special meetings. While we expect the
merger to be completed in the fourth quarter of 2016 or the first quarter of 2017, because fulfillment of some of
the conditions to completion of the merger is not entirely within our control, we cannot assure you of the actual
timing.
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What shareholder approvals are required to complete the merger?

The merger cannot be completed unless the holders of at least a majority of the shares of BHB common stock
outstanding and entitled to vote and the holders of at least a majority of the shares of LSBG common stock
outstanding and entitled to vote at each company s special meeting vote to adopt and approve the merger
agreement.

Are there any shareholders already committed to voting in favor of the merger agreement?

Yes. Each of the directors and executive officers of LSBG have entered into a voting agreement with BHB,
requiring each of them to vote all shares of LSBG common stock owned by such person in favor of approval of
the merger agreement. As of the record date, these directors and executive officers held shares of LSBG
common stock, which represented approximately % of the outstanding shares of LSBG common stock.
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When and where are the special meetings?

The special meeting of stockholders of LSBG will be held at the on , at , local
time. The special meeting of shareholders of BHB will be held at the on , at , local
time.

What will happen at the special meetings?

At the special meetings, BHB and LSBG shareholders will consider and vote on the proposal to adopt and
approve the merger agreement. Additionally, LSBG stockholders will consider and vote on an advisory
(non-binding) proposal to approve the compensation payable to the named executive officers of LSBG in
connection with the merger. If, at the time of the BHB or LSBG special meeting, there are insufficient votes for
the shareholders to adopt and approve the merger agreement, you may be asked to consider and vote on a
proposal to adjourn such special meeting, so that additional proxies may be collected.

Who is entitled to vote at the LSBG special meeting?

All holders of LSBG common stock who held shares at the close of business on , 2016, which is the
record date for the special meeting of LSBG stockholders, are entitled to receive notice of and to vote at the
LSBG special meeting. Each holder of LSBG common stock is entitled to one vote for each share of LSBG
common stock owned as of the record date.

Who is entitled to vote at the BHB special meeting?

All holders of BHB common stock who held shares at the close of business on , 2016, which is the
record date for the special meeting of BHB shareholders, are entitled to receive notice of and to vote at the BHB
special meeting. Each holder of BHB common stock is entitled to one vote for each share of BHB common stock
owned as of the record date.

What constitutes a quorum for a special meeting?

The quorum requirement for BHB s special meeting is the presence in person or by proxy of a majority of the total
number of outstanding shares of common stock entitled to vote.

The quorum requirement for LSBG s special meeting is the presence in person or by proxy of one third of the total
number of outstanding shares of common stock entitled to vote.

Q:

How do the boards of directors of BHB and LSBG recommend I vote?
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A: After careful consideration, each of the BHB and LSBG boards of directors unanimously recommends that all of
their respective shareholders vote FOR adoption and approval of the merger agreement, and FOR the
adjournment proposal, if necessary. The LSBG board of directors also unanimously recommends that
shareholders vote FOR approval, on an advisory (non-binding) basis, of the compensation payable to LSBG s
named executive officers in connection with the merger.

Q: Are there any risks that I should consider in deciding whether to vote for adoption and approval of the
merger agreement?

A: Yes. You should read and carefully consider the risk factors set forth in the section in this joint proxy
statement/prospectus entitled Risk Factors, beginning on page 24, as well as the other information contained in or
incorporated by reference into this joint proxy statement/prospectus, including the matters addressed in the
section of this joint proxy statement/prospectus entitled Information Regarding Forward-Looking Statements on
page 29.
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Q: Why am I being asked to cast an advisory (non-binding) vote to approve the compensation payable to

certain LSBG officers in connection with the merger?

The Securities and Exchange Commission, in accordance with the Dodd-Frank Wall Street Reform and

Consumer Protection Act of 2010, adopted rules that require LSBG to seek an advisory (non-binding) vote with
respect to certain payments that will or may be made to LSBG s named executive officers in connection with the
merger. See The Merger Interests of LSBG s Directors and Executive Officers in the Merger beginning on page
59.

What will happen if LSBG stockholders do not approve the compensation at the special meeting?

Approval of the compensation payable in connection with the merger is not a condition to completion of the
merger. The vote with respect to the compensation is an advisory vote and will not be binding on LSBG
regardless of whether the merger agreement is adopted and approved. Accordingly, as the compensation to be
paid to the LSBG executives in connection with the merger is contractual, such compensation will be payable if
the merger is completed regardless of the outcome of the advisory vote.

What do I need to do now?

You should carefully read and consider the information contained in or incorporated by reference into this joint
proxy statement/prospectus, including its annexes. It contains important information about the merger, the merger
agreement, BHB and LSBG. After you have read and considered this information, you should complete and sign
your proxy card and return it in the enclosed postage-paid envelope or submit a proxy through the Internet or by
telephone as soon as possible so that your shares will be represented and voted at your company s special meeting.

How may I vote my shares for the special meeting proposals presented in this joint proxy
statement/prospectus?

You may vote by accessing the Internet website or calling the telephone number specified on the proxy card or by
completing, signing, dating and returning the proxy card in the enclosed postage-paid envelope as soon as
possible. This will enable your shares to be represented and voted at your company s special meeting. If you
attend the meeting, you may deliver your completed proxy card in person or may vote by completing a ballot that
will be available at the meeting. If your shares are registered in street name in the name of a broker or other
nominee and you wish to vote at the meeting, you will need to obtain a legal proxy from your bank or brokerage
firm. Please consult the voting form sent to you by your bank or broker to determine how to obtain a legal proxy
in order to vote in person at the meeting.

If my shares are held in street name by my broker, bank or other nominee, will my broker, bank or other
nominee automatically vote my shares for me?
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A: No. Your broker, bank or other nominee will not vote your shares unless you provide instructions to your broker,
bank or other nominee on how to vote. You should instruct your broker, bank or other nominee to vote your
shares by following the instructions provided by the broker, bank or nominee with this joint proxy
statement/prospectus.

Q: How will my shares be represented at the special meeting?

A: At the special meetings for each of BHB and LSBG, individuals named in your proxy card will vote your shares
in the manner you requested if you properly signed and submitted your proxy. If you sign your proxy card and
return it without indicating how you would like to vote your shares, your proxy will be voted, (1) FOR the
approval and adoption of the merger agreement; and (2) FOR the approval of the adjournment
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of the special meeting, if necessary, to solicit additional proxies if there are insufficient votes to adopt and

approve the merger agreement at the time of the special meeting. Additionally, if you are an LSBG stockholder

and you sign and return your proxy card without indicating how you would like to vote, your shares of LSBG
common stock will be voted FOR the approval, on an advisory (non-binding) basis, of the compensation payable
to LSBG s named executive officers in connection with the merger.

What if I fail to submit my proxy card or to instruct my broker, bank or other nominee?

If you fail to properly submit your proxy card or fail to instruct your broker, bank or other nominee to vote your
shares of BHB or LSBG common stock, and you do not attend your company s special meeting and vote your
shares in person, your shares will not be voted. This will have the same effect as a vote AGAINST adoption and
approval of the merger agreement, but will have no impact on the outcome of the other proposals.

Can I attend the special meeting and vote my shares in person?

Yes. Although the BHB and LSBG boards of directors request that you return the proxy card accompanying this
joint proxy statement/prospectus, all shareholders are invited to attend their company s special meeting.
Shareholders of record on , 2016 can vote in person at the LSBG special meeting, and shareholders
of record on , 2016 can vote in person at the BHB special meeting. If your shares are held by a
broker, bank or other nominee, then you are not the shareholder of record and you must bring to the special
meeting appropriate documentation from your broker, bank or other nominee to enable you to vote at the special
meeting.

Can I change my vote after I have submitted my proxy?

Yes. If you do not hold your shares in street name, there are three ways you can change your vote at any time
after you have submitted your proxy and before your proxy is voted at the special meeting:

you may deliver a written notice bearing a date later than the date of your proxy card to the company s
Secretary at the address listed below, stating that you revoke your proxy;

you may submit a new signed proxy card bearing a later date or vote again by telephone or Internet (any
earlier proxies will be revoked automatically); or

you may attend the special meeting and vote in person, although attendance at the special meeting will not,
by itself, revoke a proxy.

If you decide to revoke your proxy by mail, you should send your notice of revocation to the appropriate company at:
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Bar Harbor Bankshares Lake Sunapee Bank Group
82 Main Street 9 Main Street
Bar Harbor, Maine 04609 P.O.Box 9
Attention: Marsha C. Sawyer, Clerk Newport, New Hampshire 03773

Attention: Kimberly Pruett-Ilg, Corporate Secretary
If you have instructed a bank, broker or other nominee to vote your shares, you must follow the directions you receive
from your bank, broker or other nominee to change your voting instructions.

Q: What if I hold stock of both BHB and LSBG?

A: If you hold shares of both BHB and LSBG, you will receive two separate packages of proxy materials. A vote as
an LSBG stockholder for the merger proposal or any other proposals to be considered at the LSBG
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special meeting will not constitute a vote as a BHB shareholder for the merger proposal or any other proposals to
be considered at the BHB annual meeting, and vice versa. Therefore, please sign, date and return all proxy cards
that you receive (or vote via the Internet or by telephone), whether from BHB or LSBG.

What happens if I sell my shares after the record date but before the special meeting?

The record dates of the special meetings are earlier than the dates of the special meetings and the date that the
merger is expected to be completed. If you sell or otherwise transfer your shares after the record date for the
special meeting of the company in which you own such shares, but before the date of such company s special
meeting, you will retain your right to vote at such company s special meeting, but if you are a LSBG stockholder,
you will not have the right to receive the merger consideration to be received by LSBG stockholders in the
merger. In order to receive the merger consideration, a LSBG stockholder must hold his or her shares through
completion of the merger.

What do I do if I receive more than one joint proxy statement/prospectus or set of voting instructions?

If you hold shares directly as a record holder and also in street name or otherwise through a nominee, you may
receive more than one joint proxy statement/prospectus and/or set of voting instructions relating to the special
meeting. These should each be voted and/or returned separately in order to ensure that all of your shares are
voted.

Are LSBG stockholders entitled to seek appraisal or dissenters rights if they do not vote in favor of the
adoption of the merger agreement?

No. Under the General Corporation Law of the State of Delaware or the DGCL, LSBG stockholders will not have
appraisal rights in connection with the merger.

Should LSBG stockholders send in their stock certificates now?

No. LSBG stockholders will receive a letter of transmittal and instructions for surrendering their stock
certificates. In the meantime, you should retain your stock certificates because they are still valid. Please do not
send in your stock certificates with your proxy card.

Will a proxy solicitor be used?

Yes. BHB and LSBG have each engaged Alliance Advisors to assist in the solicitation of proxies for their
respective special meetings. BHB and LSBG will pay a joint fee of approximately $16,500, split equally, plus
reasonable out-of-pocket expenses to Alliance Advisors. Each of BHB and LSBG will bear the cost of preparing,
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assembling, printing and mailing these proxy materials for their respective meeting. The solicitation of proxies or
votes for the meetings may also be made in person, by telephone, or by electronic communication by each of

BHB s and LSBG s directors, officers, and employees, none of whom will receive any additional compensation for
such solicitation activities. In addition, each of BHB and LSBG may reimburse brokerage firms and other persons
representing beneficial owners of shares for their expenses in forwarding solicitation material to such beneficial
owners.

Q: Where can I find more information about the companies?

A: You can find more information about BHB and LSBG from the various sources described under Where You Can
Find More Information beginning on page 118.
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Whom should I call with questions?
If you have any questions concerning the merger, the other meeting matters or the joint proxy
statement/prospectus, or need assistance voting your shares, please contact Alliance Advisors, the proxy solicitor
for BHB and LSBG, at the address or telephone number listed below:
Alliance Advisors LLC
200 Broadacres Drive, 3" Floor

Bloomfield, NJ 07003

(855)928-4494
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SUMMARY

This summary highlights selected information from this joint proxy statement/prospectus. It does not contain all of the
information that may be important to you. We urge you to read carefully the entire document and the other documents
to which this joint proxy statement/prospectus refers in order to fully understand the merger and the related
transactions. See  Where You Can Find More Information beginning on page 118. Each item in this summary refers
to the page of this joint proxy statement/prospectus on which that subject is discussed in more detail.

The Companies (Page 31)
Bar Harbor Bankshares

BHB, a Maine corporation, was formed on January 19, 1984 and is a bank holding company registered under the Bank
Holding Act of 1956, as amended, and is subject to supervision, regulation and examination by the Board of
Governors of the Federal Reserve System, or FRB. BHB is also a Maine Financial Institution Holding Company for
the purposes of the laws of the state of Maine, and as such is subject to the jurisdiction of the Superintendent of the
Maine Bureau of Financial Institutions, or BFI. BHB offers trust and investment management services through its
second tier subsidiary, Bar Harbor Trust Services, a Maine chartered non-depository trust company. These products
and services are offered to individuals, businesses, not-for-profit organizations and municipalities.

BHB Bank is a community bank and a wholly-owned first tier operating subsidiary of BHB. BHB Bank offers a wide
range of deposit, loan and related banking products, as well as brokerage services provided through a third-party
brokerage arrangement. BHB Bank, originally founded in 1887, is a Maine financial institution, and its deposits are
insured by the Federal Deposit Insurance Corporation, or FDIC, up to the maximum extent permitted by law. The
Bank has fourteen branch offices located throughout downeast, midcoast and central Maine, including its principal
office located at 82 Main Street, Bar Harbor.

BHB Bank s branch offices are located in Hancock, Washington, Knox, Kennebec and Sagadahoc Counties,
representing BHB Bank s principal market areas. The Hancock County offices, in addition to Bar Harbor, are located
in Blue Hill, Deer Isle, Ellsworth, Northeast Harbor, Somesville, Southwest Harbor, and Winter Harbor. The
Washington County offices are located in Milbridge, Machias, and Lubec. The Knox, Kennebec and Sagadahoc
County offices are located in Rockland, South China, and Topsham. BHB Bank delivers its operations and technology
support services from its operations center located in Ellsworth, Maine.

BHB Bank is a retail bank serving individual and business customers, retail establishments and restaurants, seasonal
lodging, biological research laboratories, and a large contingent of retirees. As a predominately coastal bank, it serves
the tourism, hospitality, lobstering, fishing, boat building and marine services industries. It also serves Maine s wild
blueberry industry through its Hancock and Washington County offices. BHB Bank operates in a competitive market
that includes other community banks, savings institutions, credit unions, and branch offices of statewide and interstate
bank holding companies located in the BHB Bank s market area.

At March 31, 2016, BHB had $1.62 billion in assets, $963 million in deposits and $161 million of shareholders equity.
BHB s principal executive offices are located at 82 Main Street, Bar Harbor, Maine 04609, its phone number is (207)

288-3314 and its website is www.bhbt.com. Information that is included in this website does not constitute part of this
joint proxy statement/prospectus.
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Lake Sunapee Bank Group

LSBG, formerly New Hampshire Thrift Bancshares, Inc., is a Delaware holding company organized on July 5, 1989

and is the parent company of LSBG Bank, a federally chartered savings association. LSBG Bank was originally

chartered by the State of New Hampshire in 1868 as the Newport Savings Bank. LSBG became a member of the

FDIC in 1959 and a member of the Federal Home Loan Bank of Boston in 1978. On December 1, 1980, LSBG Bank

was the first bank in the United States to convert from a state-chartered mutual savings bank to a federally chartered
mutual savings bank. In 1981, LSBG Bank changed its name to Lake Sunapee Savings Bank, fsb and in 1994,
changed its name to Lake Sunapee Bank, fsb. LSBG Bank s deposits are insured by the Deposit Insurance Fund of the
FDIC.

LSBG Bank is a thrift institution established for the purposes of providing the public with a convenient and safe place
to invest funds, for the financing of housing, consumer-oriented products and commercial loans, and for providing a
variety of other consumer-oriented financial services. LSBG Bank is a full-service community institution promoting
the ideals of thrift, security, home ownership and financial independence for its customers. LSBG Bank s operations
are conducted from its home office located in Newport, New Hampshire and its branch offices located in Andover,
Bradford, Claremont, Concord, Enfield, Grantham, Guild, Hanover, Hillsboro, Lebanon, Milford, Nashua, Newbury,
New London, Peterborough, Sunapee and West Lebanon, New Hampshire, and Brandon, Pittsford, Quechee,
Randolph, Rochester, Bethel, Rutland, South Royalton, West Rutland, Williamstown and Woodstock, Vermont.

LSBG Bank has four wholly owned subsidiaries: Charter Holding Corp.; McCrillis & Eldredge Insurance, Inc.; Lake
Sunapee Group, Inc.; and Lake Sunapee Financial Services Corporation.

At March 31, 2016, LSBG had $1.56 billion in assets, $1.14 billion in deposits and $140 million of stockholders
equity.

LSBG s principal executive offices are located at 9 Main Street, P.O. Box 9, Newport, New Hampshire 03773, its
phone number is (603) 863-0886 and its website is www.lakesunbank.com. Information that is included in this
website does not constitute part of this joint proxy statement/prospectus.

The Special Meeting of Stockholders of LSBG

Date, Time and Place of the Special Meeting (Page 33)

LSBG will hold its special meeting of stockholders at the on , at , local time.

Purpose of the Special Meeting (Page 33)

At the special meeting, you will be asked to vote on proposals to:

1. adopt the merger agreement;

2. approve, on an advisory (non-binding) basis, the compensation payable to the named executive officers of
LSBG in connection with the merger; and
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3. approve one or more adjournments of the special meeting, if necessary;
Recommendation of LSBG Board of Directors (Page 33)

The LSBG board of directors unanimously recommends that you vote FOR adoption of the merger agreement, FOR
approval, on an advisory (non-binding) basis, of the compensation payable to the named executive officers of LSBG
in connection with the merger, and FOR approval of the proposal to adjourn the special meeting.
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Record Date; Outstanding Shares; Shares Entitled to Vote (Page 33)

Only holders of record of LSBG common stock at the close of business on the record date of , 2016 are
entitled to notice of and to vote at the special meeting. As of the record date, there were shares of LSBG
common stock outstanding, held of record by approximately stockholders.

Quorum; Vote Required (Page 33)

A quorum of LSBG stockholders is necessary to hold a valid meeting. If the holders of at least one-third of the total
number of outstanding shares of LSBG common stock entitled to vote are represented in person or by proxy at the
special meeting, a quorum will exist. LSBG will include proxies marked as abstentions and broker non-votes in
determining the presence of a quorum at the special meeting.

The affirmative vote of holders of at least a majority of the shares of LSBG common stock outstanding and entitled to
vote at the special meeting is required to adopt the merger agreement. The affirmative vote of holders of at least a
majority of votes cast at the special meeting is required to approve, on an advisory (non-binding) basis, the
compensation payable to the named executive officers of LSBG in connection with the merger, and the proposal to
adjourn the special meeting.

Share Ownership of Management; Voting Agreement (Page 34)

As of the record date, the directors and executive officers of LSBG and their affiliates collectively
owned shares of LSBG common stock, or approximately % of LSBG s outstanding shares.

Each of the directors and executive officers of LSBG has entered into a voting agreement with BHB, requiring each of
them to vote all shares of LSBG common stock beneficially owned by such person in favor of adoption of the merger
agreement.

The Special Meeting of Shareholders of BHB

Date, Time and Place of the Special Meeting (Page 38)

BHB will hold its special meeting of shareholders at , on ,at , local time.

Purpose of the Special Meeting (Page 38)

At the special meeting, you will be asked to vote on proposals to:

1. approve the merger agreement; and
2. approve one or more adjournments of the special meeting, if necessary.
Recommendation of BHB Board of Directors (Page 38)

The BHB board of directors unanimously recommends that you vote  FOR adoption and approval of the merger
agreement, and FOR approval of the proposal to adjourn the special meeting.
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Record Date; Outstanding Shares; Shares Entitled to Vote (Page 38)

Only holders of record of BHB common stock at the close of business on the record date of
entitled to notice of and to vote at the special meeting. As of the record date, there were
common stock outstanding, held of record by approximately shareholders.
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Quorum; Vote Required (Page 38)

A quorum of BHB shareholders is necessary to hold a valid meeting. If the holders of at least a majority of the total
number of outstanding shares of BHB common stock entitled to vote are represented in person or by proxy at the
special meeting, a quorum will exist. BHB will include proxies marked as abstentions and broker non-votes in
determining the presence of a quorum at the special meeting.

The affirmative vote of holders of at least a majority of the shares of BHB common stock outstanding and entitled to
vote at the special meeting is required to approve the merger agreement. At least a majority of votes cast at the special
meeting by the holders of shares present in person or represented by proxy and entitled to vote is required to approve
the proposal to adjourn the special meeting.

Share Ownership of Management (Page 39)

As of the record date, the directors and executive officers of BHB and their affiliates collectively

owned shares of BHB common stock, or approximately % of BHB s outstanding shares. In addition, LSBG
holds shares of BHB common stock, which represented approximately % of the outstanding shares of BHB
common stock as of the record date.

The Merger and the Merger Agreement
The proposed merger is of LSBG with and into BHB, with BHB as the surviving corporation in the merger. The

merger agreement is attached to this joint proxy statement/prospectus as Annex A. Please carefully read the merger
agreement as it is the legal document that governs the merger.

Structure of the Merger (Page 85)

Subject to the terms and conditions of the merger agreement, and in accordance with the DGCL and the Maine
Business Corporation Act, or MBCA, and the regulations promulgated thereunder, at the completion of the merger,
LSBG will merge with and into BHB. BHB will be the surviving corporation in the merger and will continue its
corporate existence under the laws of the state of Maine and its name and separate corporate existence, with all of its
rights, privileges, immunities, powers and franchises, shall continue unaffected by the merger. Upon completion of the
merger, the separate corporate existence of LSBG will terminate.

Consideration to be Received in the Merger (Page 86)

Upon completion of the merger, each outstanding share of LSBG common stock (other than shares held directly or
indirectly by BHB and shares held by LSBG as treasury shares) will be converted into the right to receive 0.4970
shares of BHB common stock. No fractional shares of BHB common stock will be issued to any holder of LSBG
common stock upon completion of the merger. For each fractional share that would otherwise be issued, BHB will
pay each stockholder cash (without interest) in an amount determined by multiplying the fractional share interest to
which such stockholder would otherwise be entitled by the average of the closing sales prices of one share of BHB
common stock on the NYSE for the 10 trading days immediately preceding the effective time of the merger, as
reported by Bloomberg.

Treatment of LSBG s Equity Awards (Page 86)
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Under the terms of the merger agreement, each unvested restricted stock award issued by LSBG and outstanding at the
effective time of the merger pursuant to the LSBG 2014 Stock Incentive Plan will fully vest as of the effective time of
the merger, and convert into the right to receive the same merger consideration that all other shares of LSBG common
stock are entitled to receive in the merger.
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Opinion of Griffin Financial Group LLC, Financial Advisor to LSBG (Page 50)

On May 5, 2016, Griffin Financial Group LLC, or Griffin, rendered to the LSBG board of directors its oral opinion,
subsequently confirmed in writing that, as of such date, the exchange ratio in the merger was fair to LSBG

stockholders from a financial point of view. The full text of Griffin s written opinion, which sets forth the assumptions
made, matters considered and qualifications and limitations on the review undertaken in connection with the opinion,

is attached to this joint proxy statement/prospectus as Annex B. LSBG stockholders are urged to read the opinion in

its entirety. Griffin s opinion speaks only as of the date of the opinion. The opinion is directed to the LSBG board
of directors and is limited to the fairness, from a financial point of view, to the stockholders of LSBG with
regard to the exchange ratio employed in the merger. Griffin does not express an opinion as to the underlying
decision by LSBG to engage in the merger or the relative merits of the merger compared to other strategic
alternatives that may be available to LSBG.

Opinion of Sandler O Neill & Partners, L.P., Financial Advisor to BHB (Page 66)

On May 5, 2016, Sandler O Neill & Partners, L.P., or Sandler O Neill, rendered to the BHB board of directors its oral
opinion, which was subsequently confirmed in writing to the effect that, as of such date, the exchange ratio in the
merger was fair to BHB from a financial point of view. The full text of Sandler O Neill s written opinion, which sets
forth the assumptions made, matters considered and qualifications and limitations on the review undertaken in
connection with the opinion, is attached to this joint proxy statement/prospectus as Annex C. BHB shareholders are
urged to read the opinion in its entirety. Sandler O Neill s opinion speaks only as of the date of the opinion. The
opinion is directed to the BHB board of directors and is limited to the fairness, from a financial point of view,

of the exchange ratio to BHB. Sandler O Neill did not express an opinion as to the underlying decision by BHB
to engage in the merger or the relative merits of the merger compared to other strategic alternatives that may
be available to BHB.

Interests of LSBG s Directors and Executive Officers in the Merger (Page 59)

In considering the information contained in this joint proxy statement/prospectus, you should be aware that LSBG s
directors and executive officers have financial interests in the merger that are different from, or in addition to, the
interests of LSBG stockholders generally. These interests include, among other things:

the accelerated vesting of unvested awards of LSBG restricted stock outstanding at the closing of the merger;

the right to receive, under settlement agreements entered into in connection with the merger, cash payments
and continued health insurance coverage under certain circumstances;

additional accelerated payment of supplemental retirement plan benefits under certain circumstances;

accelerated vesting of salary continuation payments under certain circumstances;
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the right to continued indemnification and liability insurance coverage by BHB after the merger for acts or
omissions occurring before the merger; and

the right to four seats on the combined company s board of directors, and any related compensation for such
services.
Also, BHB and BHB Bank entered into an employment agreement with Mr. Mclver regarding his continuing role with
the combined company following the merger. See the section of this joint proxy statement/prospectus entitled The
Merger Interests of LSBG s Directors and Executive Officers in the Merger beginning on page 59 for a discussion of
these financial interests.
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BHB and BHB Bank s Boards of Directors After the Merger (Page 86)

Immediately following the effective time of the merger, BHB will, and will cause BHB Bank to, expand the size of its
board of directors by four seats and will appoint four members of LSBG s board of directors, selected by BHB after
consultation with LSBG, including Steven H. Dimick, Stephen W. Ensign, and Stephen R. Theroux, to each of BHB s
and BHB Bank s board of directors, each to serve for a term expiring at the next annual meeting of BHB s shareholders,
at which meeting each such appointee shall be included as a nominee for election to each of BHB s and BHB Bank s
board of directors to serve until the following annual meeting of BHB s shareholders.

Bank Merger (Page 86)

The merger agreement provides that as soon as practicable after the consummation of the merger, LSBG Bank will
merge with and into BHB Bank, subject to all required regulatory approvals. BHB has caused BHB Bank and LSBG
has caused LSBG Bank to enter into an agreement and plan of merger providing for such bank merger. BHB Bank
will be the surviving entity in the bank merger and will continue in its corporate existence.

No Solicitation of Alternative Transactions (Page 91)

The merger agreement restricts LSBG s ability to solicit or engage in discussions or negotiations with a third party
regarding a proposal to acquire a significant interest in LSBG. However, if LSBG receives a bona fide unsolicited
written acquisition proposal from a third party that its board determines in good faith, after consultation with and
having considered the advice of its outside legal counsel and its financial advisor, is, or is reasonably likely to be,
more favorable to LSBG stockholders than the terms of the merger agreement, LSBG may furnish non-public
information to that third party and engage in negotiations regarding an acquisition proposal with that third party,
subject to specified conditions in the merger agreement. In addition, the LSBG board of directors may approve or
recommend to the stockholders an acquisition proposal, and withdraw, change, qualify or modify its recommendation
to adopt the merger agreement with BHB, if it determines in good faith, after consultation with its outside legal
counsel and financial advisor, that the acquisition proposal is a superior proposal and that the failure to take such
actions would be reasonably likely to violate its fiduciary duties to stockholders under applicable law.

Conditions to Completion of the Merger (Page 95)

As more fully described in this joint proxy statement/prospectus and the merger agreement, the completion of the
merger depends on a number of conditions being satisfied or waived, including:

shareholders of BHB and LSBG having approved the merger agreement;

BHB and LSBG having obtained all regulatory approvals required to consummate the transactions
contemplated by the merger agreement and all related statutory waiting periods having expired;

the absence of any judgment, order, injunction or decree, or any statute, rule or regulation enacted, entered,
promulgated or enforced, preventing, prohibiting or making illegal the consummation of any of the
transactions contemplated by the merger agreement;
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BHB and LSBG having each received a legal opinion from their respective counsel regarding treatment of
the merger as a reorganization for federal income tax purposes;

the representations and warranties of each of BHB and LSBG in the merger agreement being accurate,
subject to exceptions that would not have a material adverse effect;

BHB and LSBG having each performed in all material respects all obligations required to be performed by
it; and
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the shares of BHB common stock to be issued in the merger having been approved for listing on the NYSE.
Termination of the Merger Agreement (Page 97)

BHB and LSBG can mutually agree to terminate the merger agreement before the merger has been completed, and
either company can terminate the merger agreement if:

any regulatory approval required for consummation of the merger and the other transactions contemplated by
the merger agreement has been denied by final, nonappealable action of any regulatory authority, or an
application for regulatory approval has been permanently withdrawn at the request of a governmental
authority;

the required approval of the merger agreement by the BHB or LSBG shareholders is not obtained;

the other party materially breaches certain of its representations, warranties, covenants or other agreements
set forth in the merger agreement (provided that the terminating party is not then in material breach of any
representation, warranty, covenant or other agreement contained in the merger agreement), which breach is
not cured within 30 days of written notice of the breach, or by its nature cannot be cured prior to the closing
of the merger, and such breach would entitle the non-breaching party not to consummate the merger; or

the merger is not consummated by March 31, 2017, unless the failure to consummate the merger by such
date is due to a material breach of the merger agreement by the terminating party.
In addition, BHB may terminate the merger agreement if:

the LSBG board of directors:

fails to recommend adoption of the merger agreement, or withdraws, modifies or changes such
recommendation in a manner adverse to BHB s interests; or

recommends, proposes or publicly announces its intention to recommend or propose to engage in an
acquisition transaction with any person other than BHB or any of its subsidiaries;

LSBG materially breaches the non-solicitation provisions in the merger agreement; or

LSBG fails to call, give notice of, convene and hold its special meeting.
In addition, LSBG may terminate the merger agreement if:
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it decides to accept a superior proposal in accordance with the merger agreement;

the BHB board of directors fails to recommend adoption and approval of the merger agreement, or
withdraws, modifies or changes such recommendation in a manner adverse to LSBG s interests;

BHB fails to call, give notice of, convene and hold its annual meeting; or

the price of BHB common stock decreases by a certain percentage and also decreases by a certain percentage
relative to the SNL Bank Index; provided, however, that BHB will have the option to increase the amount of
BHB common stock to be provided to LSBG stockholders, in which case no termination will occur.

14
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Termination Fee (Page 98)

Under the terms of the merger agreement, LSBG must pay BHB a termination fee of $5.5 million if:

BHB terminates the merger agreement as a result of:

LSBG materially breaching the non-solicitation provisions in the merger agreement;

the LSBG board of directors failing to recommend adoption of the merger agreement by the LSBG
stockholders, or withdrawing, modifying or changing such recommendation in a manner adverse to
BHB s interests;

the LSBG board of directors recommending, proposing or publicly announcing its intention to
recommend or propose to engage in an acquisition transaction with any person other than BHB or any
of its subsidiaries; or

LSBG failing to call, give notice of, convene and hold its special meeting;

LSBG terminates the merger agreement as a result of its board of directors deciding to accept a superior
proposal in accordance with the merger agreement; or

LSBG enters into a definitive agreement relating to an acquisition proposal or consummates an acquisition
proposal within 12 months following the termination of the merger agreement by BHB as a result of a willful
breach of any representation, warranty, covenant or other agreement by LSBG after an acquisition proposal
has been publicly announced or otherwise made known to LSBG.

Waiver or Amendment of Merger Agreement Provisions (Page 99)

Prior to the effective time of the merger, any provision of the merger agreement may be waived by the party benefited
by the provision, or amended or modified by a written agreement between BHB and LSBG. However, after the LSBG
special meeting and the BHB annual meeting, no amendment will be made which by law requires further approval by
the shareholders of LSBG or BHB, respectively, without obtaining such approval.

Material U.S. Federal Income Tax Consequences of the Merger (Page 79)

The merger is intended to qualify for U.S. federal income tax purposes as a reorganization within the meaning of
Section 368(a) of the Code. Accordingly, LSBG stockholders generally will not recognize any gain or loss on the
conversion of shares of LSBG common stock solely into shares of BHB common stock. However, a LSBG
stockholder generally will be subject to tax on cash received in lieu of any fractional share of BHB common stock that
a LSBG stockholder would otherwise be entitled to receive.

Table of Contents 44



Edgar Filing: BAR HARBOR BANKSHARES - Form S-4
Regulatory Approvals Required for the Merger (Page 80)

To accomplish the Merger and the Bank Merger, various approvals or consents must be obtained from state and
federal governmental authorities, including the FRB, the FDIC, the BFI and the New Hampshire Banking Department,
or NHBD. The U.S. Department of Justice is able to provide input regarding the approval process of the federal
banking agencies to challenge the merger on antitrust grounds. BHB and LSBG have filed all required applications,
notices and waiver requests to obtain the regulatory approvals and nonobjections necessary to consummate the
merger. BHB and LSBG cannot predict whether the required regulatory approvals will be obtained, when they will be
received, or whether such approvals will be subject to any conditions.

Accounting Treatment of the Merger (Page 82)

The merger will be accounted for using the purchase method of accounting with BHB treated as the acquirer. Under
this method of accounting, LSBG s assets and liabilities will be recorded by BHB at their
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respective fair values as of the closing date of the merger and added to those of BHB. Any excess of purchase price
over the net fair values of LSBG s assets and liabilities will be recorded as goodwill. Any excess of the fair value of
LSBG s net assets over the purchase price will be recognized in earnings by BHB on the closing date of the merger.
Appraisal Rights (Page 82)

Under the DGCL, LSBG stockholders will not have appraisal rights in connection with the merger.

Listing of BHB Common Stock to be Issued in the Merger (Page 83)

BHB common stock is listed on the NYSE under the trading symbol BHB .

Differences Between Rights of BHB and LSBG Shareholders (Page 100)

As a result of the merger, holders of LSBG common stock will become holders of BHB common stock. Following the
merger, LSBG stockholders will have different rights as shareholders of BHB than as stockholders of LSBG due to
the different provisions of the governing documents of BHB and LSBG and between the MBCA and the DGCL. For
additional information regarding the different rights as shareholders of BHB as compared to stockholders of LSBG,
see Comparison of Shareholder Rights beginning on page 100.

Risk Factors (Page 24)

You should consider all the information contained in or incorporated by reference into this joint proxy

statement/prospectus in deciding how to vote for the proposals presented in the joint proxy
statement/prospectus. In particular, you should consider the factors described under Risk Factors.
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Selected Consolidated Historical Financial Data of Bar Harbor Bankshares

The following tables set forth selected historical financial and other data of BHB for the periods and at the dates
indicated. The information is derived in part from and should be read together with the audited consolidated financial
statements and notes thereto of BHB incorporated by reference elsewhere in this joint proxy statement/prospectus.
The information at and for the three months ended March 31, 2016 and 2015 is unaudited. However, in the opinion of
management of BHB, all adjustments, consisting of normal recurring adjustments necessary for a fair presentation of
the results of operations for the unaudited periods, have been made. The selected operating data presented below for
the three months ended March 31, 2016 and 2015 is not necessarily indicative of the results that may be expected for
future periods.

As of and for the Three
Months Ended
March 31,
(unaudited) As of and for the Year Ended December 31,
2016 2015 2015 2014 2013 2012 2011
(In thousands, except per share data)
Selected
Balance Sheet
Data
Total assets $1,622493 $1,508,203 $1,580,055 $1,459,320 $1,373,893 $1,302,935 $1,167,466
Total securities 532,919 484,902 504,969 470,525 450,170 418,040 381,880
Total loans 1,006,562 939,759 990,070 919,024 852,857 815,004 729,003
Allowance for
loan losses (9,814) (9,478) (9,439) (8,969) (8,475) (8,097) (8,221)
Total deposits 962,575 864,938 942,787 858,049 835,651 795,012 722,890
Total
borrowings 492,253 486,604 474,791 447,020 409,445 371,567 320,283
Total
shareholders
equity 160,594 150,093 154,152 146,287 121,379 128,046 118,250
Selected Other
Balance Sheet
Data
Average assets  $1,617,529  $1,486,805 $1,541,327 $1,424209 $1,345,353 $1,252,390 $1,151,163
Average
shareholders
equity 158,521 148,970 151,391 136,672 125,340 125,600 111,135
Results Of
Operations
Interest and
dividend
income $ 14164 $ 13533 $ 55224 $ 53,718 $ 50,749 $ 50,838 $ 50,907
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Interest expense
Net interest
income
Provision for
loan losses
Net interest
income after
provision for
loan losses
Non interest
income

Non interest
expense
Income before
income taxes
Income taxes

Net income

Per Common
Share Data:
Basic earnings
per share

Diluted earnings
per share

Cash dividends
per share
Dividend
payout ratio

Selected
Financial
Ratios:

Return on total
average assets
Return on total
average equity
Tax-equivalent
net interest
margin

Capital Ratios:
Tier 1 leverage
capital ratio
Tier

1 risk-based
capital ratio
Total risk-based
capital ratio

2,828
11,336

465

10,871
3,328
7,997

6,202
1,796

$ 4,406

$ 0.73

$ 0.72

$ 0.265

36.16%

1.10%

11.18%

3.09%

9.20%

15.58%

17.16%
15.58%
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2,535
10,998

495

10,503
2,342
7,333

5,512
1,631

$ 3,881

$ 0.650

$ 0.640

$ 0.245

37.57%

1.06%

10.57%

3.27%

9.26%

14.98%

16.57%
14.98%

10,390
44,834

1,785

43,049
8,979
30,908

21,120
5,967

15,153

2.53

2.50

1.010

39.86%

0.98%

10.01%

3.19%

9.37%

15.55%

17.12%
15.55%

9,905
43,813

1,833

41,980
7,758
29,211

20,527
5,914

14,613

2470

2.450

0.905

36.69%

1.03%

10.69%

3.33%

9.30%

15.60%

17.24%
n/a

11,663
39,086

1,418

37,668
7,566
26,860

18,374
5,191

13,183

2.240

2.220

0.833

37.28%

0.98%

10.52%

3.15%

9.01%

14.97%

16.62%
n/a

13,867
36,971

1,652

35,319
7,709
25,618

17,410
4,944

12,466

2.13

2.12

0.780

36.62%

1.00%

9.93%

3.23%

8.87%

14.15%

15.78%
n/a

16,518
34,389

2,395

31,994
6,792
23,281

15,505
4,462

11,043

1.91

1.90

0.730

38.29%

0.96%

9.94%

3.23%

9.32%

14.29%

16.06%
n/a
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Common equity
tier 1

Selected Asset
Quality Ratios:
Net charge-offs
to average loans
Allowance for
loan losses to
total loans
Allowance for
loan losses to
non-performing
loans
Non-performing
loans to total
loans
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0.04% -0.01% 0.14%
0.98% 1.01% 0.95%
155.6% 77.1% 134.7%
0.63% 1.31% 0.71%

0.15% 0.12% 0.23% 0.37%
0.98% 0.99% 0.99% 1.13%
73.0% 95.9% 82.1% 63.7%
1.34% 1.04% 1.21% 1.77%

All share and per share amounts have been adjusted to reflect the effect of the 3-for-2 stock split (dividend) paid on

May 19, 2014.

Table of Contents

17

49



Edgar Filing: BAR HARBOR BANKSHARES - Form S-4

Table of Conten
Selected Consolidated Historical Financial Data of Lake Sunapee Bank Group

The following tables set forth selected historical financial and other data of LSBG for the periods and at the dates
indicated. The information is derived in part from and should be read together with the audited consolidated financial
statements and notes thereto of LSBG incorporated by reference elsewhere in this joint proxy statement/prospectus.
The information at and for the three months ended March 31, 2016 and 2015 is unaudited. However, in the opinion of
management of LSBG, all adjustments, consisting of normal recurring adjustments necessary for a fair presentation of
the results of operations for the unaudited periods, have been made. The selected operating data presented below for
the three months ended March 31, 2016 and 2015 is not necessarily indicative of the results that may be expected for
future periods.

As of and for the Three
Months Ended March 31,
(unaudited) As of and for the Year Ended December 31,
2016 2015 2015 2014 2013 2012 2011
(In thousands, except per share data)
Total assets $1,563,231 $1,487,123 $1,517,774 $1,503,786 $1,423,870 $1,270,477 $1,041,819
Cash and cash
equivalents 38,667 45,802 42,566 51,120 33,578 39,162 24,740
Investment
securities 170,290 111,508 120,198 115,698 125,238 212,369 210,318
Loans receivable,
net of allowance 1,212,187 1,192,647 1,217,461 1,206,845 1,134,110 902,236 714,952
Off-balance sheet
unfunded loan
commitments 170,711 153,950 143,980 159,110 166,309 164,304 132,784
Deposits 1,141,486 1,131,225 1,157,352 1,152,714 1,088,092 949,341 803,023
Borrowings 203,350 140,994 150,000 140,992 121,734 142,730 80,967
Repurchase
agreements 20,259 16,205 17,957 16,756 27,885 14,619 15,514
Subordinated
Debentures 36,891 37,620 36,873 37,620 20,620 20,620 20,620
Operating Data:
Interest income $ 12422 $ 12056 $ 48,133 $ 48,728 $ 40276 $ 36421 $ 37,188
Interest expense 1,859 1,823 6,869 6,799 6,497 7,399 8,689
Net interest income 10,563 10,233 41,264 41,929 33,779 29,022 28,499
Provision for loan
losses 111 205 1,056 905 962 2,705 1,351
Net interest income
after provision for
loan losses 10,452 10,028 40,208 41,024 32,817 26,317 27,148
Noninterest income
(expense) 4,581 4,756 18,624 19,226 15,728 14,551 10,458
Noninterest
expense 11,542 11,413 46,205 46,646 37,004 29,425 27,126
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Income (loss)
before income tax
expense

Income tax expense
(benefit)
Preferred stock
dividends and
earnings allocated
to unvested shares
Net income (loss)
available to
common
stockholders

Performance
Ratios:

Return on average
assets

Return on average
common equity

Net interest margin
Average common
stockholders equity
to average assets

Capital Ratios
(consolidated):
Tier 1 leverage
capital

Tier 1 risk-based
capital

Total risk-based
capital

Total shareholders
equity to assets

Asset Quality
Ratios:

Allowance for loan
losses for originated
loans as a percent
of originated loans
Non-performing
loans to total
allowance

Net charge-offs to
average outstanding
loans (annualized)
Nonperforming
loans as a percent
of total loans
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3,491

1,022

28

2,441

0.64%
7.12%
2.99%

8.97%

7.87%
10.93%
13.33%

8.94%

0.77

63.12

0.10

0.45
0.40

3,371

1,068

20

2,283

0.62%
7.02%
2.99%

8.82%

8.41%
12.10%
13.03%

9.51%

0.86

85.41

0.13

0.57
0.56

12,627

3,598

151

8,878

0.61%
6.67%
2.99%

9.14%

8.03%
11.34%
12.22%

8.58%

0.78

67.79

0.11

0.49
0.46

13,604

3,564

230

9,810

0.68%
8.07%
3.08%

8.44%

0.87

79.22

0.11

0.60
0.50

11,541

3,127

316

8,098

0.66%
6.98%
2.97%

9.51%

1.02

95.58

0.12

0.82
0.75

11,443

3,684

666

7,093

0.69%
6.99%
2.85%

8.13%

1.22

171.57

0.24

1.86
1.35

10,480

2,811

713

6,956

0.74%
7.96%
3.05%

7.27%

1.26

182.33

0.28

2.29
1.72
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Nonperforming
assets as a percent
of total assets

Per Share Data:
Net income per
basic common
share

Net income per
diluted common
share

Weighted average
common shares
outstanding-basic
Weighted average
common shares
outstanding-diluted

0.29

0.29

8,286,289

8,290,984
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$ 0.28

$ 0.28

8,261,383

8,275,690

1.08

1.08

8,245,233

8,255,826

18

8,235,213

8,246,528

1.11

7,294,916

7,301,861

1.20

1.20

5,907,113

5,912,051

1.20

1.20

5,782,115

5,793,741
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Selected Unaudited Pro Forma Combined Financial Data for
Bar Harbor Bankshares

The following selected unaudited pro forma condensed combined financial data is based on the historical financial
data of BHB and LSBG, and has been prepared to illustrate the effects of the merger. It is also based on certain
assumptions that BHB and LSBG believe are reasonable, which are described in the notes to the unaudited pro forma
condensed combined financial statements included in this joint proxy statement/prospectus. The selected unaudited
pro forma condensed combined financial data does not give effect to any anticipated synergies, operating efficiencies
or cost savings that may be associated with the merger. The selected unaudited pro forma condensed combined
financial data also does not include any integration costs the companies may incur related to the merger as part of
combining the operations of the companies.

The results of operations data below is presented as if the merger was completed on January 1, 2016 for the three
months ended March 31, 2016, and January 1, 2015 for the year ended December 31, 2015, and the balance sheet data
below is presented as if the merger was completed on March 31, 2016.

This data should be read in conjunction with the BHB and LSBG historical consolidated financial statements and
accompanying notes in BHB s and LSBG s respective Quarterly Reports on Form 10-Q as of and for the three months
ended March 31, 2016, and BHB s and LSBG s respective Annual Reports on Form 10-K, as amended, as of and for
the year ended December 31, 2015, each of which is incorporated herein by reference.

BHB has not performed the detailed valuation analysis necessary to determine the fair market values of LSBG s assets
to be acquired and liabilities to be assumed. Accordingly, the unaudited pro forma condensed combined financial data
does not include an allocation of the purchase price, unless otherwise specified. The pro forma adjustments included

in this joint proxy statement/prospectus are subject to change depending on changes in interest rates and the
components of assets and liabilities, and as additional information becomes available and additional analyses are
performed. The final allocation of the purchase price will be determined after the merger is completed and after
completion of thorough analyses to determine the fair value of LSBG s tangible and identifiable intangible assets and
liabilities as of the date the merger is completed. Increases or decreases in the fair values of the net assets as compared
with the information shown in the unaudited pro forma condensed combined financial data may change the amount of
the purchase price allocated to goodwill and other assets and liabilities, and may impact BHB s statement of operations
due to adjustments in yield and/or amortization of the adjusted assets or liabilities. Any changes to LSBG s
stockholders equity, including results of operations from March 31, 2016 through the date the merger is completed,
will also change the purchase price allocation, which may include the recording of a lower or higher amount of
goodwill. The final adjustments may be materially different from the unaudited pro forma adjustments presented in
this joint proxy statement/prospectus.

BHB anticipates that the merger with LSBG will provide the combined company with financial benefits that include
reduced operating expenses. The pro forma information, while helpful in illustrating the financial characteristics of the
combined company under one set of assumptions, does not reflect the benefits of expected cost savings or
opportunities to earn additional revenue and, accordingly, does not attempt to predict or suggest future results. It also
does not necessarily reflect what the historical benefits of the combined company would have been had the two
companies been combined during these periods.

The unaudited pro forma condensed combined financial data is qualified by the statements set forth above and

should not be considered indicative of the market value of BHB common stock or the actual or future results of
operations of BHB for any period following the merger. Actual results may be materially different than the pro
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See also the unaudited pro forma condensed combined financial statements and notes thereto beginning on page 111.

Consolidated Statements of Income
Interest income
Interest expense

Net interest income
Provision for loan losses
Non-interest income

Non-interest expense

Income before taxes
Income taxes

Net income

Net income to common shareholders

Table of Contents

For the three For the year ended
months ended December 31,
March 31, 2016 2015

(Dollars in thousands)

$26,074 $ 101,308
4,160 15,332
21,914 85,976
576 2,841
7,909 27,603
20,112 79,281
9,134 31,457
2,622 8,764

$ 6,512 $ 22,694
$ 6,484 $ 22,543
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Unaudited Comparative Per Share Data

The table below summarizes selected per share data about BHB and LSBG. BHB share data is presented on a pro
forma basis to reflect the proposed merger with LSBG. BHB expects to issue approximately 4,165,711 shares of its
common stock in the merger.

The data in the table should be read together with the financial information and the financial statements of BHB and
LSBG incorporated by reference into this joint proxy statement/prospectus. The pro forma per share data and
combined results of operations per share data are presented as illustrations only. The data does not necessarily indicate
the combined financial position per share or combined results of operations per share that would have been reported if
the merger had occurred when indicated, nor is the data a forecast of the combined financial position or combined
results of operations for any future period. No pro forma adjustments have been included in this joint proxy
statement/prospectus to reflect potential effects of merger integration expenses, cost savings or operational synergies
which may be obtained by combining the operations of BHB and LSBG, or the costs of combining the companies and
their operations.

It is further assumed that BHB will continue to pay a cash dividend after the completion of the merger at an annual
rate of $1.08 per share. The actual payment of dividends is subject to numerous factors, and no assurance can be given
that BHB will pay dividends following the completion of the merger or that dividends will not be reduced in the
future.

Unaudited Comparative Per Common Share Data

LSBG
Pro Forma
BHB Equivalent
Pro Forma Per
BHB LSBG Combined Share®

Basic Earnings
Year ended December 31, 2015 $ 2.53 $ 1.08 $ 2.22 $ 1.10
Three months ended March 31, 2016 $ 0.73 $ 029 $ 0.64 $ 0.32
Diluted Earnings
Year ended December 31, 2015 $ 2.50 $ 1.08 $ 2.20 $ 1.10
Three months ended March 31, 2016 $ 0.72 $ 0.29 $ 0.63 $ 0.31
Cash Dividends Paid
Year ended December 31, 2015 $1.010 $0.540 $ 1.010 $ 0.502
Three months ended March 31, 2016 $0.265 $0.140 $ 0.265 $ 0.132
Book Value
As of December 31, 2015 $25.65 $16.32 $ 28.72 $ 14.27
As of March 31, 2016 $26.72 $16.66 $ 28.86 $ 14.34

(1) The pro forma combined dividends per share represent BHB s historical dividends per share.
(2) The pro forma equivalent per share is based upon the pro forma combined amounts multiplied by the exchange
ratio of 0.497.
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Comparative Market Price Data and Dividend Information

BHB common stock is listed and traded on the NYSE under the symbol BHB , and LSBG common stock is listed and
traded on the NASDAQ Global Market OR NASDAQ under the symbol LSBG . The following table sets forth, for the
calendar quarters indicated, the high and low sales prices per share of BHB and LSBG common stock, as reported on
NYSE and NASDAQ, respectively. The table also sets forth the quarterly cash dividends per share declared by BHB

and LSBG with respect to their common stock. On , 2016, the last practicable trading day prior to the date
of this joint proxy statement/prospectus, there were shares of BHB common stock outstanding, which were
held by shareholders of record, and shares of LSBG common stock outstanding, which were held
by stockholders of record.
For the calendar BHB® LSBG

Dividends Dividends
quarterly period ended: High Low Declared High Low Declared
2016
March 31, 2016 $3470 $2953 § 0265 $1491 $1325 $ 0.14
Period from March 31, 2016 to ,
2016
2015
March 31, 2015 $3398 $3003 $§ 0245 $1570 $1493 $ 0.13
June 30, 2015 37.98 32.50 0.250 16.35 14.10 0.13
September 30, 2015 36.35 28.97 0.255 15.26 14.25 0.14
December 31, 2015 36.08 30.00 0.260 14.86 13.50 0.14
2014
March 31, 2014 $2689 $2402 § 0217 $1539 $1415 $ 0.13
June 30, 2014 28.02 24.24 0.223 15.41 14.05 0.13
September 30, 2014 30.00 26.02 0.230 15.58 14.50 0.13
December 31, 2014 32.86 28.00 0.235 16.12 14.24 0.13

(1) On April 22,2014, BHB s board of directors declared a three-for-two split of its common stock, payable as a large
stock dividend, which was paid on May 19, 2014 to all shareholders of record at the close of business on May 5,
2014. All previously reported share and per share data included in public filings subsequent to the payment date
have been adjusted to reflect the retroactive effect of this three-for-two stock split.

The following table presents the last reported sale price per share of BHB and LSBG common stock, as reported on

NYSE and NASDAQ, on May 5, 2016, the last full trading day prior to the public announcement of the proposed

merger, and on , 2016, the last practicable trading day prior to the date of this joint proxy statement/

prospectus. The following table also presents the equivalent per share value of BHB common stock that LSBG
stockholders would receive for each share of their LSBG common stock if the merger was completed on those dates:

Equivalent Value

Per Share of LSBG
BHB Common LSBG Common Common
Stock Stock Stock®
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May 5, 2016 $ 34.35 $ 14.09 $ 17.07
,2016

(1) Calculated by multiplying the closing price of BHB common stock as of the specified date by the exchange ratio
of 0.4970.

The market value of BHB common stock to be issued in exchange for shares of LSBG common stock upon the

completion of the merger will not be known at the time of the BHB or LSBG special meeting. The above
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tables show only historical comparisons. Because the market prices of BHB common stock and LSBG common stock
will likely fluctuate prior to the merger, these comparisons may not provide meaningful information to BHB and
LSBG shareholders in determining whether to adopt and approve the merger agreement. Shareholders are encouraged
to obtain current market quotations for BHB common stock and LSBG common stock, and to review carefully the
other information contained in this joint proxy statement/prospectus or incorporated by reference into this joint proxy
statement/prospectus. See  Where You Can Find More Information beginning on page 118.

The holders of BHB common stock receive dividends as and when declared by BHB s board of directors out of
statutory surplus or from net profits. Following the completion of the merger, subject to approval and declaration by
BHB s board of directors, BHB expects to continue paying quarterly cash dividends on a basis consistent with past
practice. The current annualized rate of distribution on a share of BHB common stock is $1.08 per share. However,
the payment of dividends by BHB is subject to numerous factors, and no assurance can be given that BHB will pay
dividends following the completion of the merger or that dividends will not be reduced in the future.

Prior to completion of the merger, the merger agreement permits LSBG to continue to pay regular quarterly cash
dividends, not greater than the rate paid during the fiscal quarter immediately preceding the date of the merger
agreement, with record and payment dates consistent with past practice.
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RISK FACTORS

In addition to the other information contained in or incorporated by reference into this joint proxy statement/
prospectus, including the matters addressed under the caption Information Regarding Forward-Looking
Statements on page 29, you should carefully consider the following risk factors in deciding whether to vote for
adoption and approval of the merger agreement.

Risks Related to the Merger
The value of the merger consideration will vary with changes in BHB s stock price.

Upon completion of the merger, all of the outstanding shares of LSBG common stock will be converted into shares of
BHB common stock. The ratio at which the shares will be converted is fixed at 0.4970 shares of BHB common stock
for each share of LSBG common stock. There will be no adjustment in the exchange ratio for changes in the market
price of either LSBG common stock or BHB common stock. Any change in the price of BHB common stock will
affect the aggregate value LSBG stockholders will receive in the merger. Stock price changes may result from a
variety of factors, including changes in businesses, operations and prospects, regulatory considerations, and general
market and economic conditions. Many of these factors are beyond our control. Accordingly, at the time of the special
meeting, LSBG stockholders will not know the value of the stock consideration they will receive in the merger.

Shareholders may be unable to timely sell shares after completion of the merger.

There will be a time period between the completion of the merger and the time at which former LSBG stockholders
actually receive their shares of BHB common stock. Until shares are received, former LSBG stockholders may not be
able to sell their BHB shares in the open market and, therefore, will not be able to avoid losses resulting from any
decrease, or secure gains resulting from any increase, in the trading price of BHB common stock during this period.

The market price of BHB common stock after the merger may be affected by factors different from those
affecting the shares of BHB or LSBG currently.

The businesses of BHB and LSBG differ and, accordingly, the results of operations of the combined company and the
market price of the combined company s shares of common stock may be affected by factors different from those
currently affecting the independent results of operations and market prices of common stock of each of BHB and
LSBG. For a discussion of the businesses of BHB and LSBG and of certain factors to consider in connection with
those businesses, see the documents incorporated by reference into this joint proxy statement/prospectus and referred
to under Where You Can Find More Information beginning on page 118.

Both LSBG and BHB shareholders will have a reduced ownership and voting interest after the merger and will
exercise less influence over management of the combined company.

Each of LSBG and BHB shareholders currently has the right to vote in the election of their respective board of
directors and on other matters affecting their respective company. Upon completion of the merger, each LSBG
stockholder will become a shareholder of BHB with a percentage ownership of the combined company that is much
smaller than such stockholder s current percentage ownership of LSBG. It is expected that the former stockholders of
LSBG as a group will receive shares in the merger constituting approximately % of the outstanding shares of BHB
common stock immediately after the merger. Furthermore, because shares of BHB common stock will be issued to
existing LSBG stockholders, current BHB shareholders will have their ownership and voting interests diluted
approximately  %. Accordingly, both LSBG and BHB shareholders will have less influence on the management and
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After the merger is completed, LSBG stockholders will become BHB shareholders and will have different
rights that may be less advantageous than their current rights.

Upon completion of the merger, LSBG stockholders will become BHB shareholders. Differences in LSBG s articles of
organization and amended and restated bylaws and BHB s articles of organization, as amended, and amended and
restated bylaws will result in changes to the rights of LSBG stockholders who become BHB shareholders. For more
information, see Comparison of Shareholders Rights, beginning on page 100 of this joint proxy statement/prospectus.

The termination fee and the restrictions on solicitation contained in the merger agreement may discourage
other companies from trying to acquire LSBG.

Until the completion of the merger, LSBG is prohibited from soliciting, initiating, encouraging, or with some
exceptions, considering any inquiries or proposals that may lead to a proposal or offer for a merger or other business
combination transaction with any person other than BHB. In addition, LSBG has agreed to pay a termination fee of
$5.5 million to BHB in specified circumstances. These provisions could discourage other companies from trying to
acquire LSBG even though those other companies might be willing to offer greater value to LSBG stockholders than
BHB has offered in the merger. The payment of the termination fee also could have a material adverse effect on
LSBG s results of operations.

LSBG will be subject to business uncertainties and contractual restrictions while the merger is pending.

Uncertainty about the effect of the merger on employees, suppliers and customers may have an adverse effect on BHB
and LSBG. These uncertainties may impair BHB s or LSBG s ability to attract, retain and motivate key personnel until
the merger is completed, and could cause customers, suppliers and others who deal with BHB or LSBG to seek to
change existing business relationships. BHB and LSBG employee retention and recruitment may be particularly
challenging prior to the effective time of the merger, as employees and prospective employees may experience
uncertainty about their future roles with the combined company.

The pursuit of the merger and the preparation for the integration may place a significant burden on management and
internal resources. Any significant diversion of management attention away from ongoing business and any
difficulties encountered in the transition and integration process could affect the financial results of BHB or LSBG
and, following the merger, the combined company. In addition, the merger agreement requires that LSBG operate in
the ordinary course of business consistent with past practice and restricts LSBG from taking certain actions prior to
the effective time of the merger or termination of the merger agreement. These restrictions may prevent LSBG from
pursuing attractive business opportunities that may arise prior to the completion of the merger.

LSBG s directors and executive officers have financial interests in the merger that are different from, or in
addition to, the interests of LSBG stockholders.

In considering the information contained in this joint proxy statement/prospectus, you should be aware that LSBG s
directors and executive officers have financial interests in the merger that are different from, or in addition to, the
interests of LSBG stockholders generally. These interests include, among other things:

the accelerated vesting of unvested awards of LSBG restricted stock outstanding at the closing of the merger;
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the right to receive, under settlement agreements entered into in connection with the merger, cash payments
and continued health insurance coverage under certain circumstances;

additional accelerated payment of supplemental retirement plan benefits under certain circumstances;

accelerated vesting of salary continuation payments under certain circumstances;
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the right to continued indemnification and liability insurance coverage by BHB after the merger for acts or
omissions occurring before the merger; and

the right to four seats on the combined company s board of directors, and any related compensation for such
services.
Also, BHB and BHB Bank entered into an employment agreement with Mr. Mclver regarding his continuing role with
the combined company following the merger. See the section of this joint proxy statement/prospectus entitled The
Merger Interests of LSBG s Directors and Executive Officers in the Merger beginning on page 59 for a discussion of
these financial interests.

The unaudited pro forma financial data included in this joint proxy statement/prospectus is illustrative only,
and may differ materially from the combined company s actual financial position and results of operations after
the merger.

The unaudited pro forma financial data in this joint proxy statement/prospectus is presented for illustrative purposes
only and is not necessarily indicative of what the combined company s actual financial position or results of operations
would have been had the merger been completed on the dates indicated. The pro forma financial data reflects
adjustments, which are based on preliminary estimates, to record LSBG s identifiable assets acquired and liabilities
assumed at fair value and the resulting goodwill recognized. The purchase price allocation reflected in this joint proxy
statement/prospectus is preliminary and final allocation of the purchase price will be based on the actual purchase

price and the fair value of the assets and liabilities of LSBG as of the date of the completion of the merger. As a result,
the final purchase accounting adjustments may differ materially from the pro forma adjustments reflected in this joint
proxy statement/prospectus.

The fairness opinion obtained by each of BHB and LSBG from their respective financial advisors will not
reflect changes in circumstances subsequent to the date of such fairness opinion.

Griffin, LSBG s financial advisor in connection with the proposed merger, orally delivered to the board of directors of
LSBG its opinion, which was subsequently confirmed in writing dated as of May 5, 2016. The Griffin opinion stated
that as of such date, and based on and subject to the factors and assumptions set forth therein, the exchange ratio was
fair to LSBG stockholders from a financial point of view. Sandler O Neill, BHB s financial advisor in connection with
the proposed merger, orally delivered to the board of directors of BHB its opinion, which was subsequently confirmed
in writing dated as of May 5, 2016, to the effect that, as of such date, and based on and subject to the factors,
limitations and assumptions set forth therein, the exchange ratio was fair to BHB from a financial point of view. The
opinions do not reflect changes that may occur or may have occurred after the dates of the opinions, including changes
to the operations and prospects of BHB or LSBG, changes in general market and economic conditions or regulatory or
other factors. Any such changes, or changes in other factors on which the opinions were based, may materially alter or
affect the relative values of BHB and LSBG.

The merger agreement may be terminated in accordance with its terms and the merger may not be completed.

The merger agreement is subject to a number of conditions that must be fulfilled in order to complete the merger.
Those conditions include, but are not limited to:

approval of the merger agreement by BHB and LSBG shareholders;
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absence of orders prohibiting the completion of the merger;

effectiveness of the registration statement of which this joint proxy statement/prospectus is a part;

26

Table of Contents

66



Edgar Filing: BAR HARBOR BANKSHARES - Form S-4

Table of Conten

continued accuracy of the representations and warranties by both parties and the performance by both parties
of their covenants and agreements; and

receipt by both parties of legal opinions from their respective tax counsels.
In addition, LSBG may choose to terminate the merger agreement during the five-day period commencing on the 10th
day prior to the closing date of the merger, if the price of BHB common stock decreases by a certain percentage and
also decreases by a certain percentage relative to the SNL Bank Index. Any such termination would be subject to the
right of BHB to increase the amount of BHB common stock to be provided to LSBG stockholders pursuant to the
formula prescribed in the merger agreement. See the section of this joint proxy statement/prospectus entitled The
Merger Agreement Termination beginning on page 97 for a more complete discussion of the circumstances under
which the merger agreement could be terminated.

The merger and the bank merger are each subject to the receipt of consents and approvals from governmental
authorities that may delay the date of completion of each merger or impose conditions that could have an
adverse effect on BHB.

To accomplish the merger and the bank merger, various approvals or consents must be obtained from state and federal
governmental authorities, including the FRB, the FDIC, the BFI and the NHBD. The U.S. Department of Justice is
able to provide input regarding the approval process of the federal banking agencies to challenge the Transaction on
antitrust grounds. BHB and LSBG have filed all required applications, notices and waiver requests to obtain the
regulatory approvals and nonobjections necessary to consummate the Transaction. BHB and LSBG cannot predict
whether the required regulatory approvals will be obtained, when they will be received, or whether such approvals
will be subject to any conditions.

Failure to complete the merger could negatively impact the stock prices and future businesses and financial
results of BHB and LSBG.

If the merger is not completed, the ongoing businesses of BHB and LSBG may be adversely affected, and BHB and
LSBG will be subject to several risks, including the following:

LSBG may be required, under certain circumstances, to pay BHB a termination fee of $5.5 million under the
merger agreement;

BHB and LSBG will be required to pay certain costs relating to the merger, whether or not the merger is
completed, such as legal, accounting, financial advisor and printing fees;

under the merger agreement, LSBG is subject to certain restrictions on the conduct of its business prior to
completing the merger which may adversely affect its ability to execute certain of its business strategies; and

matters relating to the merger may require substantial commitments of time and resources by BHB s and
LSBG s management, which could otherwise have been devoted to other opportunities that may have been
beneficial to BHB and LSBG as independent companies, as the case may be.
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In addition, if the merger is not completed, BHB and/or LSBG may experience negative reactions from the financial
markets and from their respective customers and employees. BHB and/or LSBG also could be subject to litigation
related to any failure to complete the merger or to enforcement proceedings commenced against BHB or LSBG to
perform their respective obligations under the merger agreement. If the merger is not completed, BHB and LSBG
cannot assure their respective shareholders that the risks described above will not materialize and will not materially
affect the business, financial results and stock prices of BHB and/or LSBG.
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Risks Related to the Combined Company if the Merger is Completed

The integration of the companies will present significant challenges that may result in the combined business
not operating as effectively as expected or in the failure to achieve some or all of the anticipated benefits of the
transaction.

The benefits and synergies expected to result from the proposed transaction will depend in part on whether the
operations of LSBG can be integrated in a timely and efficient manner with those of BHB. BHB will face challenges
in consolidating its functions with those of LSBG, and integrating the organizations, procedures and operations of the
two businesses. The integration of BHB and LSBG will be complex and time-consuming, and the management of both
companies will have to dedicate substantial time and resources to it. These efforts could divert management s focus
and resources from other strategic opportunities and from day-to-day operational matters during the integration
process. Failure to successfully integrate the operations of BHB and LSBG could result in the failure to achieve some
of the anticipated benefits from the transaction, including cost savings and other operating efficiencies, and BHB may
not be able to capitalize on the existing relationships of LSBG to the extent anticipated, or it may take longer, or be
more difficult or expensive than expected to achieve these goals. This could have an adverse effect on the business,
results of operations, financial condition or prospects of BHB after the transaction.

Unanticipated costs relating to the merger could reduce BHB s future earnings per share.

BHB believes that it has reasonably estimated the likely costs of integrating the operations of BHB and LSBG, and the
incremental costs of operating as a combined company. However, it is possible that unexpected transaction costs such
as taxes, fees or professional expenses or unexpected future operating expenses such as increased personnel costs or
increased taxes, as well as other types of unanticipated adverse developments, could have a material adverse effect on
the results of operations and financial condition of the combined company. If unexpected costs are incurred, the
merger could have a dilutive effect on the combined company s earnings per share. In other words, if the merger is
completed, the earnings per share of BHB common stock could be less than anticipated or even less than they would
have been if the merger had not been completed.

Estimates as to the future value of the combined company are inherently uncertain. You should not rely on
such estimates without considering all of the information contained or incorporated by reference into this joint
proxy statement/prospectus.

Any estimates as to the future value of the combined company, including estimates regarding the earnings per share of
the combined company, are inherently uncertain. The future value of the combined company will depend upon, among
other factors, the combined company s ability to achieve projected revenue and earnings expectations and to realize the
anticipated synergies described in this joint proxy statement/prospectus, all of which are subject to the risks and
uncertainties described in this joint proxy statement/prospectus, including these risk factors. Accordingly, you should
not rely upon any estimates as to the future value of the combined company, whether made before or after the date of
this joint proxy statement/prospectus by BHB s and LSBG s respective management or affiliates or others, without
considering all of the information contained or incorporated by reference into this joint proxy statement/prospectus.
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INFORMATION REGARDING FORWARD-LOOKING STATEMENTS

This joint proxy statement/prospectus, including information included or incorporated by reference into this joint

proxy statement/prospectus, may contain forward-looking statements within the meaning of the Private Securities

Litigation Reform Act of 1995. These forward-looking statements include, but are not limited to, statements about the

benefits of the merger between BHB and LSBG, including future financial and operating results and performance;

statements about BHB s and LSBG s plans, objectives, expectations and intentions with respect to future operations,

products and services; and other statements identified by words such as expects, anticipates, intends, plans, believ
seeks, estimates, will, should, may or words of similar meaning. These forward-looking statements are based on

current beliefs and expectations of BHB s and LSBG s management and are inherently subject to significant business,

economic and competitive uncertainties and contingencies, many of which are difficult to predict and generally

beyond the control of BHB and LSBG. In addition, these forward-looking statements are subject to assumptions with

respect to future business strategies and decisions that are subject to change. Actual results may differ materially from

the anticipated results discussed in these forward-looking statements.

The following factors, among others, could cause actual results to differ materially from the anticipated results or
other expectations expressed in the forward-looking statements:

the failure of the parties to satisfy the closing conditions in the merger agreement in a timely manner or at
all;

the failure of the shareholders of BHB and/or LSBG to adopt and approve the merger agreement;

the failure to obtain governmental approvals of the merger or the imposition of adverse regulatory conditions
in connection with regulatory approvals of the merger;

disruptions to the parties businesses as a result of the announcement and pendency of the merger;

costs or difficulties related to the integration of the businesses following the merger;

operating costs, customer losses and business disruption following the merger, including adverse effects on
relationships with employees, may be greater than expected;

the risk that the future business operations of BHB or LSBG will not be successful;

the risk that the anticipated benefits, cost savings and any other savings from the merger may not be fully
realized or may take longer than expected to realize;
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changes in the interest rate environment that reduce margins;

changes in the regulatory environment;

the highly competitive industry and market area in which BHB and LSBG operate;

general economic conditions, either nationally or regionally, resulting in, among other things, a deterioration
in credit quality;

changes in business conditions and inflation;

changes in credit market conditions leading to increases in BHB s or LSBG s loan losses or level of
non-performing loans;

changes in the securities markets which affect investment management revenues;

increases in FDIC deposit insurance premiums and assessments could adversely affect financial condition;

changes in technology used in the banking business;

the soundness of other financial services institutions which may adversely affect credit risk;
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certain intangible assets may become impaired in the future;

internal controls and procedures may fail or be circumvented;

new lines of business or new products and services, which pose additional risks;

changes in key management personnel which may adversely impact operations;

the effect on operations of governmental legislation and regulation, including changes in accounting
regulation or standards, the nature and timing of the adoption and effectiveness of new requirements under
the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010, or the Dodd-Frank Act, Basel
guidelines, capital requirements and other applicable laws and regulations; and

severe weather, natural disasters, acts of war or terrorism and other external events which could significantly
impact the business.
Additional factors that could cause BHB s and LSBG s results to differ materially from those described in the
forward-looking statements can be found in the section of this joint proxy statement/prospectus entitled Risk Factors
beginning on page 24, and BHB s and LSBG s filings with the Securities and Exchange Commission, or the SEC,
including BHB s and LSBG s respective Annual Reports on Form 10-K for the fiscal year ended December 31, 2015
and their respective Quarterly Reports on Form 10-Q for the quarter ended March 31, 2016.

You are cautioned not to place undue reliance on forward-looking statements, which speak only as of the date of this
joint proxy statement/prospectus or the date of any document incorporated by reference into this joint proxy
statement/prospectus. All subsequent written and oral forward-looking statements concerning the merger or other
matters addressed in this joint proxy statement/prospectus and attributable to BHB or LSBG or any person acting on
their behalf are expressly qualified in their entirety by the cautionary statements contained or referred to in this
section. Except to the extent required by applicable law or regulation, BHB and LSBG undertake no obligation to
update these forward-looking statements to reflect events or circumstances after the date of this joint proxy
statement/prospectus or to reflect the occurrence of unanticipated events.
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INFORMATION ABOUT THE COMPANIES
Bar Harbor Bankshares

BHB, a Maine corporation, was formed on January 19, 1984 and is a bank holding company registered under the Bank
Holding Act of 1956, as amended, and is subject to supervision, regulation and examination by the Board of
Governors of the Federal Reserve System or FRB. BHB is also a Maine Financial Institution Holding Company for
the purposes of the laws of the state of Maine, and as such is subject to the jurisdiction of the Superintendent of the
Maine Bureau of Financial Institutions or BFI. BHB offers trust and investment management services through its
second tier subsidiary, Bar Harbor Trust Services, a Maine chartered non-depository trust company. These products
and services are offered to individuals, businesses, not-for-profit organizations and municipalities.

BHB Bank is a community bank and a wholly-owned first tier operating subsidiary of BHB. BHB Bank offers a wide
range of deposit, loan and related banking products, as well as brokerage services provided through a third-party
brokerage arrangement. BHB Bank, originally founded in 1887, is a Maine financial institution, and its deposits are
insured by the Federal Deposit Insurance Corporation or FDIC up to the maximum extent permitted by law. The Bank
has fourteen branch offices located throughout downeast, midcoast and central Maine, including its principal office
located at 82 Main Street, Bar Harbor.

BHB Bank s branch offices are located in Hancock, Washington, Knox, Kennebec and Sagadahoc Counties,
representing BHB Bank s principal market areas. The Hancock County offices, in addition to Bar Harbor, are located
in Blue Hill, Deer Isle, Ellsworth, Northeast Harbor, Somesville, Southwest Harbor, and Winter Harbor. The
Washington County offices are located in Milbridge, Machias, and Lubec. The Knox, Kennebec and Sagadahoc
County offices are located in Rockland, South China, and Topsham. BHB Bank delivers its operations and technology
support services from its operations center located in Ellsworth, Maine.

BHB Bank is a retail bank serving individual and business customers, retail establishments and restaurants, seasonal
lodging, biological research laboratories, and a large contingent of retirees. As a predominately coastal bank, it serves
the tourism, hospitality, lobstering, fishing, boat building and marine services industries. It also serves Maine s wild
blueberry industry through its Hancock and Washington County offices. BHB Bank operates in a competitive market
that includes other community banks, savings institutions, credit unions, and branch offices of statewide and interstate
bank holding companies located in the BHB Bank s market area.

At March 31, 2016, BHB had $1.6 billion in assets, $963 million in deposits and $161 million of shareholders equity.

BHB s principal executive offices are located at 82 Main Street, Bar Harbor, Maine 04609, its phone number is (207)
288-3314 and its website is www.bhbt.com. Information that is included in this website does not constitute part of this
joint proxy statement/prospectus. BHB common stock is traded on the NYSE under the symbol BHB .

Lake Sunapee Bank Group

LSBG, formerly New Hampshire Thrift Bancshares, Inc., is a Delaware holding company organized on July 5, 1989

and is the parent company of LSBG Bank, a federally chartered savings association. LSBG Bank was originally

chartered by the State of New Hampshire in 1868 as the Newport Savings Bank. LSBG became a member of the

FDIC in 1959 and a member of the Federal Home Loan Bank of Boston in 1978. On December 1, 1980, LSBG Bank

was the first bank in the United States to convert from a state-chartered mutual savings bank to a federally chartered
mutual savings bank. In 1981, LSBG Bank changed its name to Lake Sunapee Savings Bank, fsb and in 1994,
changed its name to Lake Sunapee Bank, fsb. LSBG Bank s deposits are insured by the Deposit Insurance Fund of the
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LSBG Bank is a thrift institution established for the purposes of providing the public with a convenient and safe place
to invest funds, for the financing of housing, consumer-oriented products and commercial loans, and for providing a
variety of other consumer-oriented financial services. The Bank is a full-service community institution promoting the
ideals of thrift, security, home ownership and financial independence for its customers. LSBG Bank s operations are
conducted from its home office located in Newport, New Hampshire and its branch offices located in Andover,
Bradford, Claremont, Concord, Enfield, Grantham, Guild, Hanover, Hillsboro, Lebanon, Milford, Nashua, Newbury,
New London, Peterborough, Sunapee and West Lebanon, New Hampshire, and Brandon, Pittsford, Quechee,
Randolph, Rochester, Bethel, Rutland, South Royalton, West Rutland, Williamstown and Woodstock, Vermont.

LSBG Bank has four wholly owned subsidiaries: Charter Holding Corp.; McCerillis & Eldredge Insurance, Inc.; Lake
Sunapee Group, Inc.; and Lake Sunapee Financial Services Corporation.

At March 31, 2016, LSBG had $1.56 billion in assets, $1.14 billion in deposits and $140 million of stockholders
equity.

LSBG s principal executive offices are located at 9 Main Street, P.O. Box 9, Newport, New Hampshire 03773, its
phone number is (603) 863-0886 and its website is www.lakesunbank.com. Information that is included in this

website does not constitute part of this joint proxy statement/prospectus. LSBG common stock is traded on the
NASDAQ under the symbol LSBG .
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THE SPECIAL MEETING OF LSBG STOCKHOLDERS

This joint proxy statement/prospectus is being furnished to holders of LSBG common stock for use at a special
meeting of LSBG stockholders and any adjournments or postponements thereof.

Date, Time and Place of the Special Meeting
LSBG will hold its special meeting of shareholders at the on , at , local time.
Purpose of the Special Meeting

At the special meeting, LSBG stockholders as of the record date will be asked to consider and vote on the following
proposals:

1. to adopt the Agreement and Plan of Merger by and between BHB and LSBG, dated as of May 5, 2016,
pursuant to which LSBG will merge with and into BHB with BHB surviving;

2. an advisory (non-binding) proposal to approve the compensation payable to the named executive officers of
LSBG in connection with the merger; and

3. to approve one or more adjournments of the special meeting, if necessary, to permit further solicitation of
proxies if there are insufficient votes at the time of the special meeting, or at any adjournment or
postponement of that meeting, to adopt the merger agreement.

Recommendation of the LSBG Board of Directors

The LSBG board of directors has unanimously approved the merger agreement and recommends that you vote your
shares as follows:

FOR adoption of the merger agreement;

FOR approval, on an advisory (non-binding) basis, of the compensation payable to the named executive
officers of LSBG in connection with the merger; and

FOR approval of the proposal to adjourn the special meeting, if necessary, to permit further solicitation of
proxies.
Record Date; Outstanding Shares; Shares Entitled to Vote

Only holders of record of LSBG common stock at the close of business on the record date of , 2016, are
entitled to notice of and to vote at LSBG s special meeting. As of the record date, there were shares of LSBG
common stock outstanding, held of record by approximately shareholders. Each holder of LSBG common
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stock is entitled to one vote for each share of LSBG common stock owned as of the record date.

A list of shareholders entitled to vote at the special meeting will be available for inspection at the special meeting and
before the special meeting, during the period beginning two business days after notice of the meeting is given and
upon written request by any LSBG stockholder.

Quorum; Vote Required

A quorum of LSBG stockholders is necessary to hold a valid meeting. If the holders of at least one-third of the total
number of the outstanding shares of LSBG common stock entitled to vote are represented in person or by proxy at the

special meeting, a quorum will exist. Your shares will be counted towards the quorum only if you submit a valid
proxy (or one is submitted on your behalf by your broker, bank or other nominee), vote in person
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at the annual meeting, or vote by proxy over the telephone or the Internet as described in the enclosed instructions.
Abstentions and broker non-votes will be counted towards the quorum requirement. If there is no quorum, the holders
of a majority of shares present at the annual meeting in person or represented by proxy may adjourn the annual
meeting to another date.

The affirmative vote of holders of at least a majority of the shares of LSBG common stock outstanding and entitled to
vote at the special meeting is required to adopt the merger agreement. The affirmative vote of holders of at least a
majority of votes cast at the special meeting is required to approve, on an advisory (non-binding) basis, the
compensation payable to the named executive officers of LSBG in connection with the merger, and the proposal to
adjourn the special meeting. Abstentions and broker non-votes will have the same effect as a vote  AGAINST the
adoption of the merger agreement, but will have no effect on the other proposals.

Share Ownership of Management; Voting Agreement

As of the record date, the directors and executive officers of LSBG and their affiliates collectively
owned shares of LSBG common stock, or approximately % of LSBG s outstanding shares

Each of the directors and executive officers of LSBG has entered into a voting agreement with BHB, requiring each of
them to vote all shares of LSBG common stock beneficially owned by such person in favor of adoption of the merger
agreement. As of the record date, these directors and executive officers held shares of LSBG common stock,
which represented approximately % of the outstanding shares of LSBG common stock.

When considering the LSBG board of directors recommendation that you vote in favor of the adoption of the merger
agreement, you should be aware that the directors and executive officers of LSBG have financial interests in the
merger that may be different from, or in addition to, the interests of stockholders of LSBG. See The Merger Interests
of LSBG s Directors and Executive Officers in the Merger beginning on page 59.

Voting of Proxies

If you are a LSBG stockholder, the LSBG board of directors requests that you return the proxy card accompanying
this joint proxy statement/prospectus for use at the LSBG special meeting. Please complete, date and sign the proxy
card and promptly return it in the enclosed postage-paid envelope, or submit a proxy through the Internet or by
telephone as described in the instructions on the enclosed proxy card.

All properly signed proxies received prior to the special meeting and not revoked before the vote at the special

meeting will be voted at the special meeting according to the instructions indicated on the proxies or, if no

instructions are given, the shares will be voted FOR adoption of the merger agreement, FOR approval, on an
advisory (non-binding) basis, of the compensation payable to the named executive officers of LSBG in

connection with the merger, and FOR an adjournment of the special meeting to solicit additional proxies, if
necessary.

If you have any questions concerning the merger, the other meeting matters or this joint proxy statement/prospectus or
need assistance voting your shares, please contact Alliance Advisors, LSBG s proxy solicitor at the address or
telephone number listed below:
Alliance Advisors LLC
200 Broadacres Drive, 3rd Floor

Table of Contents 78



Table of Contents

Edgar Filing: BAR HARBOR BANKSHARES - Form S-4
Bloomfield, NJ 07003

Banks, brokers and

shareholders should call: (855) 928-4494
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If you hold your shares of LSBG common stock in street name, meaning in the name of a bank, broker or other
nominee who is the record holder, you must either direct the record holder of your shares of LSBG common stock
how to vote your shares or obtain a proxy from the record holder to vote your shares in person at the special meeting.
If you fail to properly submit your proxy card or fail to instruct your broker, bank or other nominee to vote your shares
of LSBG common stock and you do not attend the special meeting and vote your shares in person, your shares will not
be voted. This will have the same effect as a vote  AGAINST adoption of the merger agreement, but will have no
impact on the outcome of the other proposals.

How to Revoke Your Proxy

If you are a LSBG stockholder, you may revoke your proxy at any time by taking any of the following actions before
your proxy is voted at the special meeting:

delivering a written notice bearing a date later than the date of your proxy card to the Corporate Secretary of
LSBQG, stating that you revoke your proxy;

submitting a new signed proxy card bearing a later date or vote again by telephone or Internet (any earlier
proxies will be revoked automatically); or

attending the special meeting and voting in person, although attendance at the special meeting will not, by

itself, revoke a proxy.
If you decide to revoke your proxy by mail you should send your notice of revocation to Kimberly Pruett-Ilg,
Corporate Secretary, at the following address:

Lake Sunapee Bank Group
9 Main Street
P.O.Box 9
Newport, New Hampshire 03773

If you have instructed a bank, broker or other nominee to vote your shares, you must follow the directions you receive
from your bank, broker or other nominee to change your vote.

Voting in Person
If you are a LSBG stockholder and plan to attend the LSBG special meeting and wish to vote in person, you will be
given a ballot at the special meeting. Please note, however, that if your shares are held of record by a broker, bank or

other nominee and you wish to vote at the special meeting, you must obtain a proxy from the broker, bank or other
nominee in order to vote your shares.
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Whether or not you plan to attend the special meeting, LSBG requests that you complete, sign, date and return the
enclosed proxy card as soon as possible in the enclosed postage-paid envelope, or submit a proxy through the Internet
or by telephone as described in the instructions accompanying this joint proxy statement/prospectus. This will not

prevent you from voting in person at the special meeting, but will assure that your vote is counted if you are unable to
attend.

Abstentions and Broker Non-Votes

Only shares affirmatively voted for each proposal, including shares represented by properly executed proxies that do
not contain voting instructions, will be counted as votes FOR the proposal.
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Brokers who hold shares of LSBG common stock in street name for a customer who is the beneficial owner of those
shares may not exercise voting authority on the customer s shares with respect to the actions proposed in this joint
proxy statement/prospectus without specific instructions from the customer. When a broker does not vote on a
particular proposal because the broker does not have discretionary voting power with respect to a proposal and has not
received voting instructions from the beneficial owner it is referred to as broker non-votes. If your broker holds your
LSBG stock in street name, your broker will vote your shares only if you provide instructions on how to vote by
filling out the voter instruction form sent to you by your broker with this joint proxy statement/prospectus.

Accordingly, you are urged to mark and return the enclosed proxy card to indicate your vote, or fill out the voter
instruction form, if applicable. Abstentions and broker non-votes will be included in determining the presence of a
quorum at the special meeting. Abstentions and broker non-votes will have the same effect as a vote  AGAINST the
adoption of the merger agreement, but will have no effect on the other proposals.

Proxy Solicitation

If you are a LSBG stockholder, the enclosed proxy is solicited by and on behalf of the LSBG board of directors.
LSBG will pay the expenses of soliciting proxies to be voted at the special meeting, including any attorneys and
accountants fees, except LSBG and BHB have each agreed to share equally the costs of printing this joint proxy
statement/prospectus. Following the original mailing of the proxies and other soliciting materials, LSBG and its agents
may also solicit proxies by mail, telephone, facsimile or in person. No additional compensation will be paid to
directors, officers or other employees of LSBG for making these solicitations. LSBG has retained a proxy solicitation
firm, Alliance Advisors, to aid in the solicitation process. BHB and LSBG will pay a joint fee of approximately
$16,500, split equally, plus reasonable out-of-pocket expenses to Alliance Advisors. LSBG intends to reimburse
persons who hold LSBG common stock of record but not beneficially, such as brokers, custodians, nominees and
fiduciaries, for their reasonable expenses in forwarding copies of proxies and other soliciting materials to, and
requesting authority for the exercise of proxies from, the persons for whom they hold the shares.

This joint proxy statement/prospectus and the proxy card are first being sent to LSBG stockholders on or
about , 2016.

Stock Certificates

If you are a LSBG stockholder, you should not send in any certificates representing LSBG common stock. Following
the completion of the merger, you will receive separate instructions for the exchange of your certificates representing
LSBG common stock.

Proposal to Approve Adjournment of the Special Meeting

LSBG is requesting that holders of the outstanding shares of LSBG common stock consider and vote on a proposal to
authorize the named proxies to approve one or more adjournments of the LSBG special meeting, if necessary or
appropriate, to solicit additional proxies if there are insufficient votes to approve the merger proposal at the time of the
special meeting. Even though a quorum may be present at the special meeting, it is possible that LSBG may not
receive sufficient votes to adopt the merger agreement by the time of the special meeting. In that event, LSBG would
need to adjourn the special meeting in order to solicit additional proxies. The adjournment proposal relates only to an
adjournment of the special meeting for purposes of soliciting additional proxies to obtain the requisite stockholder
approval to adopt the merger agreement. Any other adjournment of the special meeting (e.g., an adjournment required
because of the absence of a quorum) would be voted on pursuant to the discretionary authority granted by the proxy
card. The LSBG board of directors retains full authority to the extent set forth in LSBG s amended and restated
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certificate of incorporation, or LSBG s amended and restated bylaws, and Delaware law to adjourn the special meeting
for any other purpose, or to postpone the special meeting before it is convened, without the consent of any LSBG
stockholders.
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If LSBG stockholders approve the adjournment proposal, LSBG could adjourn the special meeting and any adjourned
session of the special meeting and use the additional time to solicit additional proxies, including the solicitation of
proxies from LSBG stockholders who have previously voted. LSBG is not required to notify stockholders of any
adjournment if the new place, date and time are announced at the special meeting before adjournment. If, after the
adjournment, a new record date is fixed for the adjourned special meeting, notice of the adjourned special meeting
shall be given to each stockholder of record entitled to vote at the special meeting.
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THE SPECIAL MEETING OF BHB SHAREHOLDERS

This joint proxy statement/prospectus is being furnished to holders of BHB common stock for use at a special meeting
of BHB shareholders and any adjournments or postponements thereof.

Date, Time and Place of the Special Meeting
BHB will hold its special meeting of shareholders at , on , at , local time.
Purpose of the Special Meeting

At the special meeting, BHB shareholders as of the record date will be asked to consider and vote on the following
proposals:

1. to approve the Agreement and Plan of Merger by and between BHB and LSBG, dated as of May 5, 2016,
pursuant to which LSBG will merge with and into BHB with BHB surviving; and

2. to approve one or more adjournments of the special meeting, if necessary, to permit further solicitation of
proxies if there are insufficient votes at the time of the special meeting, or at any adjournment or
postponement of that meeting, to approve the merger agreement.

Recommendation of the BHB Board of Directors

The BHB board of directors has unanimously approved the merger agreement and recommends that you vote your
shares as follows:

FOR approval of the merger agreement; and

FOR approval of the proposal to adjourn the special meeting, if necessary, to permit further solicitation of
proxies.
Record Date; Outstanding Shares; Shares Entitled to Vote

Only holders of record of BHB common stock at the close of business on the record date of , 2016 are
entitled to notice of and to vote at BHB s special meeting. As of the record date, there were shares of BHB
common stock outstanding, held of record by approximately shareholders. Each holder of BHB common stock

is entitled to one vote for each share of BHB common stock owned as of the record date.
A list of shareholders entitled to vote at the special meeting will be available for inspection at the special meeting and
before the special meeting, during the period beginning two business days after notice of the meeting is given and

upon written request by any BHB shareholder.

Quorum; Vote Required
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A quorum of BHB shareholders is necessary to hold a valid meeting. If the holders of at least a majority of the total
number of the outstanding shares of BHB common stock entitled to vote are represented in person or by proxy at the
special meeting, a quorum will exist. Your shares will be counted towards the quorum only if you submit a valid
proxy (or one is submitted on your behalf by your broker, bank or other nominee), vote in person at the special
meeting, or vote by proxy over the telephone or the Internet as described in the enclosed instructions. Abstentions and
broker non-votes will be counted towards the quorum requirement. If there is no quorum, the holders of a majority of
shares present at the special meeting in person or represented by proxy may adjourn the special meeting to another
date.
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The affirmative vote of holders of at least a majority of the shares of BHB common stock outstanding and entitled to
vote at the special meeting is required to approve the merger agreement. At least a majority of votes cast at the special
meeting by the holders of shares present in person or represented by proxy and entitled to vote is required to approve
the proposal to adjourn the special meeting. Abstentions and broker non-votes will have the same effect as a vote
AGAINST the adoption and approval of the merger agreement, but will have no effect on the other proposals.

Share Ownership of Management

As of the record date, the directors and executive officers of BHB and their affiliates collectively

owned shares of BHB common stock, or approximately % of BHB s outstanding shares. In addition, LSBG
holds shares of BHB common stock, which represents % of the outstanding shares of BHB common stock
as of the record date.

Voting of Proxies

If you are a BHB sharecholder, the BHB board of directors requests that you return the proxy card accompanying this
joint proxy statement/prospectus for use at the BHB special meeting. Please complete, date and sign the proxy card
and promptly return it in the enclosed postage-paid envelope, or submit a proxy through the Internet or by telephone
as described in the instructions contained in the enclosed proxy card.

All properly signed proxies received prior to the special meeting and not revoked before the vote at the special

meeting will be voted at the special meeting according to the instructions indicated on the proxies or, if no

instructions are given, the shares will be voted FOR adoption and approval of the merger agreement, and FOR
an adjournment of the special meeting to solicit additional proxies, if necessary.

If you have any questions concerning the merger, the other meeting matters or this joint proxy statement/ prospectus
or need assistance voting your shares, please contact BHB s proxy solicitor at the address or telephone number listed
below:

Alliance Advisors LLC

200 Broadacres Drive, 3rd Floor
Bloomfield, NJ 07003
Banks, brokers and
shareholders should call: (855) 928-4494

If you hold your shares of BHB common stock in street name, meaning in the name of a bank, broker or other
nominee who is the record holder, you must either direct the record holder of your shares of BHB common stock how
to vote your shares or obtain a proxy from the record holder to vote your shares in person at the special meeting.
If you fail to properly submit your proxy card or to fail to instruct your broker, bank or other nominee to vote your
shares of BHB common stock and you do not attend the special meeting and vote your shares in person, your shares

will not be voted. This will have the same effect as a vote  AGAINST adoption and approval of the merger agreement,
but will have no impact on the outcome of the other proposals.
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If any other matter is presented at the special meeting, your proxy will vote the shares represented by all properly
executed proxies on such matters as a majority of BHB s board of directors determines. As of the date of this joint
proxy statement/prospectus, BHB knows of no other matters that may be presented at the special meeting, other than
those listed above.
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How to Revoke Your Proxy

If you are a BHB shareholder, you may revoke your proxy at any time by taking any of the following actions before
your proxy is voted at the special meeting:

delivering a written notice bearing a date later than the date of your proxy card to the Secretary of BHB,
stating that you revoke your proxy;

submitting a new signed proxy card bearing a later date or vote again by telephone or Internet (any earlier
proxies will be revoked automatically); or

attending the special meeting and voting in person, although attendance at the special meeting will not, by
itself, revoke a proxy.
If you decide to revoke your proxy by mail you should send your notice of revocation to Marsha C. Sawyer, Clerk, at
the following address:

Bar Harbor Bankshares
82 Main Street
Bar Harbor, Maine 04609

If you have instructed a bank, broker or other nominee to vote your shares, you must follow the directions you receive
from your bank, broker or other nominee to change your vote.

Voting in Person

If you are a BHB shareholder and plan to attend the BHB special meeting and wish to vote in person, you will be
given a ballot at the special meeting. Please note, however, that if your shares are held of record by a broker, bank or
other nominee and you wish to vote at the special meeting, you must obtain a proxy from the broker, bank or other
nominee in order to vote your shares.

Whether or not you plan to attend the special meeting, BHB requests that you complete, sign, date and return the
enclosed proxy card as soon as possible in the enclosed postage-paid envelope, or submit a proxy through the Internet
or by telephone as described in the instructions accompanying this joint proxy statement/ prospectus. This will not
prevent you from voting in person at the special meeting but will assure that your vote is counted if you are unable to
attend.

Abstentions and Broker Non-Votes

Only shares affirmatively voted for each proposal, including shares represented by properly executed proxies that do
not contain voting instructions, will be counted as votes FOR the proposal.
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Broker non-votes occur when brokers or other nominees holding shares on behalf of their clients who have not been
given specific voting instructions from their clients with respect to non-routine matters and, therefore, do not have
discretionary voting power to vote on these matters. Brokers may, under applicable rules, sign and submit proxies for
shares they hold on routine matters. The BHB proposals are considered non-routine under the stock exchange rules. If
your broker returns a proxy but does not vote on a proposal, this will constitute a broker non-vote.

Accordingly, you are urged to mark and return the enclosed proxy card to indicate your vote, or fill out the voter
instruction form, if applicable. Abstentions and broker non-votes will be included in determining the presence of a

quorum at the special meeting. Abstentions and broker non-votes will have the same effect as a vote  AGAINST the
adoption and approval of the merger agreement, but will have no effect on the other proposal.
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Proxy Solicitation

If you are a BHB shareholder, the enclosed proxy is solicited by and on behalf of the BHB board of directors. BHB
will pay the expenses of soliciting proxies to be voted at the special meeting, including any attorneys and accountants
fees, except LSBG and BHB have each agreed to share equally the costs of printing this joint proxy
statement/prospectus. Following the original mailing of the proxies and other soliciting materials, BHB and its agents
may also solicit proxies by mail, telephone, facsimile or in person. No additional compensation will be paid to
directors, officers or other employees of BHB for making these solicitations. BHB has retained a proxy solicitation
firm, Alliance Advisors, to aid in the solicitation process. BHB and LSBG will pay a joint fee of approximately
$16,500, split equally, plus reasonable out-of-pocket expenses to Alliance Advisors. BHB intends to reimburse
persons who hold BHB common stock of record but not beneficially, such as brokers, custodians, nominees and
fiduciaries, for their reasonable expenses in forwarding copies of proxies and other soliciting materials to, and
requesting authority for the exercise of proxies from, the persons for whom they hold the shares.

This joint proxy statement/prospectus and the proxy card are first being sent to BHB shareholders on or
about , 2016.

Proposal to Approve Adjournment of the Special Meeting

BHB is requesting that holders of the outstanding shares of BHB common stock consider and vote on a proposal to
authorize the named proxies to approve one or more adjournments of the BHB special meeting, if necessary or
appropriate, to solicit additional proxies if there are insufficient votes to approve the merger proposal at the time of the
special meeting. Even though a quorum may be present at the special meeting, it is possible that BHB may not receive
sufficient votes to approve the merger agreement by the time of the special meeting. In that event, BHB would need to
adjourn the special meeting in order to solicit additional proxies. The adjournment proposal relates only to an
adjournment of the special meeting for purposes of soliciting additional proxies to obtain the requisite shareholder
approval to approve the merger agreement. Any other adjournment of the special meeting (e.g., an adjournment
required because of the absence of a quorum) would be voted on pursuant to the discretionary authority granted by the
proxy card. The BHB board of directors retains full authority to the extent set forth in BHB s articles of incorporation,
or BHB s bylaws, and Maine law to adjourn the special meeting for any other purpose, or to postpone the special
meeting before it is convened, without the consent of any BHB shareholders.

If BHB shareholders approve the adjournment proposal, BHB could adjourn the special meeting and any adjourned
session of the special meeting and use the additional time to solicit additional proxies, including the solicitation of
proxies from BHB shareholders who have previously voted. BHB is not required to notify shareholders of any
adjournment if the new place, date and time are announced at the special meeting before adjournment. If the date of
any adjourned special meeting is more than 30 days after the date of the original special meeting or if a new record
date is fixed for the adjourned special meeting, written notice of the adjourned special meeting shall be given to each
shareholder of record entitled to vote at the special meeting.
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PROPOSAL I THE MERGER

The following discussion contains material information about the merger. The discussion is subject, and qualified in
its entirety by reference, to the merger agreement and financial advisors opinions attached as annexes to this joint
proxy statement/prospectus. We urge you to read carefully this entire joint proxy statement/prospectus, including the
merger agreement and financial advisors opinions attached as annexes to this joint proxy statement/ prospectus, for
a more complete understanding of the merger.

General

On May 3, 2016, the boards of directors of BHB and LSBG each unanimously approved the merger agreement. The
merger agreement provides for merger of LSBG with and into BHB, with BHB as the surviving corporation.
Following the merger, LSBG Bank will be merged with and into BHB Bank, with BHB Bank as the surviving entity.

See The Merger Agreement, beginning on page 85, for additional and more detailed information regarding the legal
documents that govern the merger, including information about the conditions to the merger and the provisions for
terminating or amending the merger agreement.

Consideration to be Received in the Merger

Upon completion of the merger, LSBG stockholders will be entitled to receive 0.4970 shares of BHB common stock
for each outstanding share of LSBG common stock held at the time of the merger (other than shares held directly or
indirectly by BHB and shares held by LSBG as treasury shares).

Background of the Merger

LSBG s board of directors and executive management team have periodically reviewed LSBG s strategic alternatives
and assessed various opportunities for increasing long-term stockholder value. These reviews have included analysis
compiled by executive management and/or LSBG s financial advisor of LSBG s current and projected financial
performance and capital needs and trends in the financial marketplace, including merger and acquisition activity in the
New England market. In some instances, these reviews included a discussion by LSBG s legal counsel Hogan Lovells
US LLP, or Hogan Lovells, of the legal standards applicable to the decisions and actions of LSBG s board of directors.

BHB s board of directors and senior management have also periodically reviewed BHB s strategic opportunities and
alternatives as part of their on-going efforts to grow BHB s banking franchise and enhance long-term shareholder
value. These reviews have focused on assessing opportunities for increasing earnings through internally generated
growth and for growth through acquisitions of other banks. As part of the strategic reviews, BHB s board of directors
and senior management have considered potential acquisition targets in various northern New England markets.

In recent years, LSBG s board of directors and executive management had periodically discussed matters of succession
planning, recognizing that Stephen R. Theroux, LSBG s Vice Chairman, President and Chief Executive Officer, would
attain the age of 66 in 2016. As part of an effort to gather information on succession planning experiences of peer
institutions, on October 21, 2015, Mr. Theroux met with Curtis C. Simard, BHB s President and Chief Executive
Officer, who succeeded BHB s previous chief executive officer in 2013, to discuss BHB s recent experience with
respect to CEO succession matters. During these discussions on succession matters, Messrs. Theroux and Simard also
discussed the economic conditions and the business and regulatory climate for banks operating in their market areas,

as well as their respective institutions operating philosophies, strengths and weaknesses, and business focus going
forward.
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On December 21, 2015, Mr. Theroux and other members of executive management of LSBG met with representatives
of Griffin and Hogan Lovells to review strategic alternatives, including potential acquisitions and the strength and
value of LSBG s independent business plan, ahead of and in preparation for the upcoming regularly scheduled meeting
of LSBG s board of directors in January 2016 and off-site board retreat in February 2016. In addition, in light of
perceived challenges related to growth, the need for additional capital and looming succession matters, Griffin was
asked to present information about potential merger partners, the financial and non-financial strengths and weaknesses
of potential partners, and the capacity of potential partners to consummate a transaction with LSBG. Among these
possibilities, BHB was identified at this meeting as a potential merger partner.

Following their meeting in October 2015, Mr. Theroux remained in telephone contact with Mr. Simard on two
occasions regarding matters related to the banking industry and their two institutions. At one point during these
conversations, Mr. Simard indicated that BHB would be interested in exploring a potential combination with

LSBG. Concurrently, in the course of ordinary business, Mr. Theroux was also occasionally contacted by executives
from other New England area banks to meet and discuss market developments, succession matters and merger and
acquisition activity in the market; however, none of these discussions materialized into serious discussions or
indications of interest regarding a combination with LSBG.

On January 14, 2016, the board of directors of LSBG held its regular meeting which was attended by representatives
of Griffin and Hogan Lovells, at which the board reviewed strategic alternatives for LSBG, including its stand-alone
business plan and potential merger and acquisition partners. This review included examination of various factors
relating to the feasibility of potential acquisition targets and merger partners, including capacity to complete a
transaction, effect on capital, dividend history, liquidity of the common stock of the surviving institution, and cost
savings and operating efficiency. Among other possible transactions, the board discussed the potential value of a
strategic combination with BHB.

From February 11 to 13, 2016, the board of directors of LSBG held its regular annual off-site planning session to
discuss strategic alternatives. During these meetings, the board of directors discussed the prospects of LSBG
remaining independent, succession planning, and the value to stockholders of a potential merger of LSBG with a
larger institution. As a result of these discussions, the board established a timeline to pursue a succession planning
process, and simultaneously directed Mr. Theroux to continue to explore the possibility of a strategic combination
with BHB.

On March 4, 2016, Mr. Theroux and William J. Mclver , LSBG s Senior Executive Vice President and Chief
Operating Officer, met with Mr. Simard to further discuss the possibility of a strategic merger between the companies.
The discussions included the importance to LSBG of maintaining its culture and focus on quality customer service in
its markets. Mr. Simard raised the possibility that at least one member of LSBG s executive management team would
continue with the combined entity in a senior management capacity as a regional president for the New Hampshire
and Vermont markets. Based on the strength and consistency of BHB s financial performance and common stock
dividend, its strong regulatory capital ratios, the complementary business models of the two institutions, in particular
the commercial lending background and expertise of Mr. Simard, coupled with his history and experience in LSBG s
New Hampshire markets, similarity of customer profiles, lack of geographic overlap, and the potential succession
solution for LSBG posed by a merger, the parties determined to conduct preliminary due diligence to facilitate
discussions regarding the terms of the transaction. To facilitate the exchange of confidential information, on March
14, 2016, the parties executed a mutual confidentiality agreement and began to populate data sites with documentation
for due diligence purposes.

From March 16 to March 22, 2016, the management teams of LSBG and BHB exchanged initial diligence
information. These efforts included identification of overlapping products and services, development of financial
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The LSBG board of directors and executive management were previously advised by Hogan Lovells that BHB was a
client of Hogan Lovells, which created a potential conflict for Hogan Lovells should LSBG continue to pursue a
potential transaction with BHB. Hogan Lovells further advised the board of directors and executive management that,
in order to avoid any potential conflict of interest, Hogan Lovells would advise BHB to retain independent legal
counsel with respect to any potential transaction with LSBG. Similarly, a representative of Griffin, which had
provided advice to BHB in the past, informed BHB that Griffin expected to be engaged by LSBG and would not be
able to represent BHB with respect to a potential strategic transaction with LSBG.

On March 25, 2016, Messrs. Theroux and Mclver met with Mr. Simard to further discuss the potential combination,
focusing on matters related to the structure and organization of the potential combined entity.

On March 29, 2016, the board of directors of LSBG held a special meeting at which management provided an update
regarding the preliminary due diligence process and findings with respect to BHB and the likely structure of a
potential merger. Representatives of Griffin made a presentation to the LSBG board regarding the potential
transaction with BHB, the merger and acquisition market in general and among peer institutions, and the strategic
rationale for a combination with BHB. The presentation included a summary of the discussions that had been held to
date between the management teams of the two institutions, the possible terms of the transaction, the potential costs
savings and the financial benefits of a combination between the two institutions. Representatives of Hogan Lovells
made a presentation to the LSBG board regarding the fiduciary duties of the board of directors in connection with a
potential strategic transaction. At the conclusion of the discussion, the LSBG board voted unanimously in favor of
continuing discussions of a potential combination with BHB and directed Mr. Theroux to ask BHB for a written
indication of interest. The board also provided management guidance as to the parameters within which it would view
a non-binding term sheet as being favorable such that it would recommend that management continue the due
diligence and negotiation process prior to the board s next meeting. In making its determination to continue to pursue a
transaction with BHB rather than other strategic alternatives, the board of directors discussed that a merger with BHB
provided an attractive solution to management succession at LSBG and offered the opportunity for the combined
organization to realize enhanced balance sheet growth and significant operational efficiencies that could enable LSBG
stockholders to realize long-term benefits and continued strong common stock dividends through their significant
ownership interest in the combined entity without having to incur the ownership dilution that would result from the
raising of additional common stock which otherwise would likely be necessary. The board also discussed its
confidence in BHB s management team and the likelihood that BHB would terminate negotiations if it believed that
LSBG was soliciting other possible merger partners. At the same time, the board indicated that absent substantial
progress on a strategic transaction with BHB, it would also be moving forward with its succession planning, likely
engaging a third party to begin a search for a new CEO in the near future.

On April 1, 2016, BHB formally engaged Donald Gaiter, a private, independent consultant and former bank executive,
who was assisting with financial modeling and due diligence in connection with the potential transaction.

On April 1, 2016, BHB submitted preliminary terms to LSBG with respect to the transaction, which included 100%
stock consideration and offered a preliminary price range of $17.00 to $17.25 per share, up to four seats on the board
of the resulting institution, the continuation of Mr. Mclver as a regional president for the New Hampshire and
Vermont markets, and a commitment to maintain the Lake Sunapee brand in LSBG s markets, all of which terms were
non-binding and contingent upon satisfactory completion of due diligence and the negotiation of a definitive
agreement. These terms were within the parameters established by the LSBG board at its March 29, 2016 meeting,

and accordingly management proceeded to continue the due diligence and negotiation process.

On April 5 and 6, 2016, management of LSBG and BHB, including Messrs. Mclver and Simard, met in Boston
together with representatives of Griffin and Hogan Lovells, and Mr. Gaiter, financial advisor to BHB, to continue due
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On April 6, 2016, LSBG entered into a confidentiality agreement with its technology platform provider, to discuss its
contractual obligations and potential related cost savings in the context of a merger with BHB.

On April 16 and 18, 2016, BHB consulted with K&L Gates LLP, or K&L Gates, with respect to the potential
transaction with LSBG and on April 25, 2016 formally engaged K&L Gates as special counsel.

From April 8 to April 22, 2016, the parties continued to populate the data sites with due diligence documentation and
conducted reviews of the information and documentation provided.

On April 11, 2016, LSBG formally engaged Griffin as its financial advisor in connection with the proposed
transaction with BHB.

On April 13, 2016, Mr. Simard met with Mr. Theroux and Stephen W. Ensign, Chairman of LSBG s board of
directors, to discuss the strategic advantages of combining their institutions, the complementary nature of their
markets, and the financial benefits to the parties and their respective shareholders in a strategic partnership.

On April 14, 2016, the LSBG board of directors held a regularly scheduled meeting at which members of management
provided an update to the board of directors regarding the due diligence performed with respect to BHB and the
continued discussions related to a potential transaction. The board discussed that in the context of a strategic
partnership, both BHB and LSBG shareholders would maintain significant equity ownership in the combined
institution and benefit from the long-term value proposition of the combined entity.

From April 16-17, 2016, a third party consultant engaged by LSBG conducted a review of BHB s credit files. BHB
reviewed LSBG s credit files as well remotely over a generally similar time period.

On April 19, 2016, Hogan Lovells provided K&L Gates with a draft of the merger agreement. Also on April 19, 2016,
BHB formally engaged Sandler O Neill as its financial advisor.

From April 22 to May 3, 2016, the parties negotiated the terms and conditions of the definitive merger agreement and
conducted further due diligence and cost savings analyses. During this time, discussions among the parties continued
regarding strategic matters such as technology, efficiencies, wealth management opportunities, and staffing. The
parties also discussed compensation matters given that BHB required that any new employment agreements and
severance agreements be agreed upon by all parties and affected executives before the merger agreement was
executed.

On April 25 and 26, 2016, executives of LSBG and BHB, together with their respective legal and financial advisors,
held due diligence meetings in Boston and continued reciprocal document review. During this time, the parties also
conducted management interviews, at which questions regarding cost savings and strategic benefits of a combination
between the two parties were further addressed and the potential terms of the transaction were further discussed. The
parties also further discussed the terms of Mr. Mclver s proposed continuation with the combined entity.

On April 29, 2016, BHB s board of directors held a special meeting to review and consider the proposed transaction
with LSBG. Copies of the draft merger agreement and ancillary documents were distributed to the members of the
BHB board of directors in advance of the meeting. Representatives of Sandler O Neill made a presentation, a copy of
which had been provided in advance to the directors, of an overview of the proposed merger, including information
about LSBG s management, location of its branches, performance of its stock, and various comparative market
information, a review of the current merger landscape and a pro forma merger analysis. A representative of K&L
Gates reviewed the terms of the draft merger agreement, described the merger process and responded to questions
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activity. Following these presentations, the invited guests excused themselves and the board of directors continued its
discussion about the proposed merger.

On May 2, 2016, a special meeting of the LSBG board of directors was held. At the meeting, representatives of
Griffin distributed an analysis of the proposed transaction with BHB and a summary of the negotiations
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between the two parties that had occurred up to that point, including that the parties were still negotiating with respect
to the exchange ratio in the merger. The Griffin analysis included information as to the strategic and financial
rationale for the proposed transaction, pro forma analysis of the combined company and a valuation analysis of LSBG.
Representatives of Hogan Lovells reviewed in detail with the board the terms and conditions of the draft merger
agreement and ancillary documents, including the: (1) voting agreements to be entered into by the directors and senior
management; and (2) settlement agreements and employment agreement to be entered into by certain of LSBG s senior
management, including the fact that, in entering into his settlement agreement, Mr. Theroux would be agreeing to
receive less consideration than he would otherwise be entitled to under his existing employment agreement and
waiving his right to be indemnified for golden parachute taxes. In particular, representatives of Hogan Lovells noted
that the merger agreement included a termination provision allowing LSBG to terminate the transaction, subject to a
BHB option to offer more shares of its common stock, if BHB s stock price fell by 20% or more and by 20% or more
relative to the NASDAQ Bank Index. The board of directors also addressed and considered the proposed resulting
executive management team and other officers of the combined company and the composition of the board of
directors of the resulting company. The board of directors also reviewed the favorable due diligence findings of the
LSBG management team and advisers and the projected cost savings and efficiencies that had been identified and
agreed upon by the LSBG and BHB management teams. After review of these items, the board of directors
unanimously determined that LSBG management and its advisors should continue to pursue the transaction, negotiate
a final exchange ratio for consideration by the board, and finalize a definitive merger agreement.

On May 2, 2016, representatives of Sandler O Neill informed representatives of Griffin that BHB proposed to use its
closing trading price to establish an exchange ratio based on an offer of $17.00 per share of LSBG common stock,
which would have resulted in a proposed exchange ratio of 0.4895 per share of LSBG common stock, based upon the
closing price that day. LSBG proposed that the exchange ratio be calculated based on the 10-day average closing price
of BHB for the period ended May 4, 2016. BHB agreed, and after the market closed on May 4, 2016, the 10-day
average price of BHB was calculated to be $34.207 per share, resulting in a proposed exchange ratio of 0.4970.

On May 4, 2016, the board of directors of LSBG held a telephonic meeting, also attended by Hogan Lovells and
Griffin, and received an update from LSBG s management regarding the proposed exchange ratio and further
negotiations regarding the definitive merger agreement.

On May 35, 2016, the LSBG board of directors held a special meeting regarding the proposed strategic transaction
between LSBG and BHB. A copy of the merger agreement that had been negotiated to date, as well as certain
ancillary documents, had been provided to the members of the Board of Directors on May 4, 2016. During the
meeting, representatives of Griffin provided an update on the key items of the transaction that had changed since the
May 2 special meeting due to further negotiations between the parties. Representatives of Griffin noted that, in
addition to the four board seats that would be provided to LSBG, Mr. Mclver would remain with the combined
institution in a senior management capacity. The LSBG board also addressed the negotiations regarding the proposed
exchange ratio and the rise in BHB s stock price over the past several weeks and the agreement in principle to an
exchange ratio of 0.4970 based on BHB s stock price at $34.207 per share. The board discussed its confidence in Mr.
Simard and the fact that the combination would accomplish an orderly succession for LSBG. The board also discussed
the benefits to LSBG stockholders if BHB maintained its historical practices with respect to paying dividends. The
terms of the draft merger agreement were also discussed with Hogan Lovells highlighting material changes since it
was last presented to the board, including the successful negotiation of a lower termination fee as compared to the fee
proposed by BHB. Representatives of Hogan Lovells also discussed the proposed resolutions that the board would be
requested to approve. Finally, representatives of Griffin made a presentation, a copy of which had been provided in
advance to the directors, regarding the fairness of the proposed exchange ratio to LSBG stockholders from a financial
point of view and delivered its written opinion to the effect that, as of May 5, 2016 and subject to the limitations and
qualifications set forth in the opinion, the exchange ratio of 0.4970 was fair to LSBG stockholders from a financial
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During its discussions on May 5, 2016, the board of directors of LSBG considered: (1) the fact that the offer price of
$17.00 per share of LSBG common stock on which the exchange ratio was based was within the range included in
BHB s indication of interest and represented a 21% increase from the then-current trading price of LSBG shares, (2)
the strategic fit and financial advantages of the BHB transaction, including that LSBG stockholders would recognize
accretion to LSBG s estimated earnings per share in the first full year after completion of the transaction; (3) that the
combined bank would serve attractive markets in New Hampshire, Vermont and Maine; (4) that LSBG stockholders
would own approximately 41% of the outstanding shares in the combined company; (5) the stand-alone valuation of
LSBG relative to the value being paid in the proposed transaction; (6) the pro forma dividend of the combined
institution and the potential for future increases in the common stock dividend; (7) the pro forma regulatory capital
ratios of the combined institution and the absence of a need for additional common equity, which would have likely
been necessary should LSBG have remained independent, and (8) the prospect of other possible acquirors having
limited capacity to effect a combination with LSBG on terms that would be attractive to LSBG and the combined
company. The board of directors also discussed that a merger with BHB would represent a strategic alliance offering
the opportunity for the combined organization to realize significant efficiencies and improvements that could enable
LSBG stockholders to realize long-term benefits through their ownership interest in the combined entity. Following
these presentations and discussions among the members of the LSBG board of directors, the LSBG board of directors
determined that the merger agreement and the transactions contemplated thereby were advisable and in the best
interests of LSBG and its stockholders and the directors unanimously voted to adopt the merger agreement and the
transactions contemplated thereby and recommended that LSBG s stockholders approve the merger agreement.

On May 35, 2016, BHB s board of directors held a special meeting to continue its review and consideration of the
proposed transaction with LSBG. Copies of the draft merger agreement and proposed resolutions were distributed to
the members of the BHB board of directors in advance of the meeting. At the meeting, Mr. Simard reviewed the
changes to the draft merger agreement since the April 29, 2016 board of directors meeting. Representatives of Sandler
O Neill made, and the BHB board of directors considered, a presentation as to certain financial aspects of the proposed
transaction. Sandler O Neill concluded its presentation by giving its oral opinion, later confirmed in writing, that, as of
such date and based upon the qualifications and assumptions set forth in the written opinion, such exchange ratio, as
defined in the merger agreement, was fair, from a financial point of view, to BHB. After these presentations and

further discussion, BHB s board of directors unanimously approved the merger agreement, authorized BHB s
management to execute and deliver the merger agreement, and recommended that BHB s shareholders approve the
merger agreement.

Following the completion of the BHB and LSBG board meetings on May 5, 2016, the merger agreement and ancillary
documents were executed and delivered. Following the close of the market on May 5, 2016, BHB and LSBG issued a
joint press release announcing the execution of the merger agreement.

LSBG s Reasons for the Merger

In the course of its evaluation of the merger and the merger agreement, the LSBG board of directors and Special
Committee held numerous meetings, consulted with its senior management as well as its legal counsel and financial
advisor. In reaching their decision to approve the merger and the merger agreement and recommend the approval of
the merger agreement by its stockholders, the Special Committee and LSBG board of directors considered a number
of factors, including, among others, the following, which are not presented in order of priority:

that the merger would represent a strategic alliance of BHB and LSBG and that shareholders of each entity
could realize the expected long-term benefits of such alliance (including, but not limited to, the future stock
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consequent enhanced ability to invest in its existing businesses as well as develop new products and services,
the cost savings to be realized through consolidation of operations, the potential for cross-marketing services
to customers of the combining companies, the opportunity to diversify
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earnings, the business synergies that might be realized, and the potential effect of the merger on the
perception of the combined company s businesses by the financial markets);

LSBG stockholders will own approximately 41% of the outstanding shares in the pro forma entity;

the tax-free nature of the merger consideration to be received by LSBG s stockholders (other than cash in lieu
of fractional shares) and their ability to fully participate in the cost-saving benefits and efficiencies of the
combined company;

the continued participation of LSBG s directors and management in the combined company, which enhances
the likelihood that the expected benefits of the merger will be realized, in particular:

a. that four representatives from the LSBG board of directors will become directors of BHB
following the closing of the merger;

b. the continuing role of a key executive officer of LSBG at the combined company;

the Special Committee s and LSBG board of directors and management s knowledge of LSBG s business,
operations, properties, assets, financial condition, operating results, historical market prices and prospects,
and their understanding of BHB s business, operations, properties, assets, financial condition, operating
results, historical market prices and prospects, including the information obtained through due diligence;

that BHB and LSBG have highly complementary operations, including complementary lending platforms
and personnel;

that the there is no branch and market presence overlap in the relative market area of BHB and LSBG, which
will provide both companies the ability to further penetrate the markets that are not being served by each
respective company;

the geographic fit and increased customer convenience of the expanded branch network of the combined
institution;

the consideration offered by BHB, which represents: 163% of LSBG s tangible book value and 15.6x of
LSBG s trailing twelve-month earnings as of March 31, 2016;

the May 5, 2016 financial presentation of Griffin (including the assumptions and methodologies underlying
the analyses in connection therewith) and the written opinion of Griffin delivered to the LSBG board of
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directors on May 5, 2016, a copy of which is attached to this joint proxy statement/prospectus as Annex B, to
the effect that, as of May 5, 2016 and based upon and subject to the assumptions made, procedures followed,
matters considered and limitations on the review undertaken in preparing such opinion, the merger exchange
ratio was fair, from a financial point of view, to the holders of LSBG common stock, as more fully described
under  Opinion of Griffin Financial Group LLC, Financial Advisor to LSBG ;

a review of the potential risks and prospects of LSBG remaining independent, including the uncertainty
regarding higher capital requirements and an increase in the cost of regulatory compliance as a consequence
of the Dodd-Frank Wall Street Reform and Consumer Protection Act, and the regulations adopted pursuant
to that Act, all of which would likely impede LSBG s ability to develop the scale necessary to achieve the
premium to LSBG s trading price that BHB s offer price presented;

the strong capital position of the combined company and the larger scale of the combined company;

that LSBG stockholders will receive registered shares of BHB common stock pursuant to the merger and
have improved stock liquidity after the completion of the merger;

the challenges facing LSBG s management to grow LSBG s franchise and enhance stockholder value given
current market conditions, including increased operating costs resulting from regulatory and compliance
mandates, continued pressure on net interest margin from the current interest rate environment and
competition;
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the ability of BHB to execute a merger transaction from a financial and regulatory perspective;

the ability of LSBG under the terms of the merger agreement to negotiate with third parties concerning
certain unsolicited competing acquisition proposals if LSBG were to receive such a proposal prior to the
approval of the merger agreement by LSBG stockholders, and to terminate the merger agreement upon the
payment to BHB of a termination fee of $5.5 million;

the ability of LSBG under the terms of the merger agreement to terminate the merger if BHB s stock price
declines by 20% from $34.55 and by 20% compared to the SNL Bank Index, as determined and calculated
under the terms of the merger agreement, subject to BHB s option to increase the exchange ratio; and

the efforts made to negotiate a merger agreement favorable to LSBG and its stockholders and the terms and
conditions of the merger agreement, including the termination fees and circumstances under which such fees
are payable to LSBG.
The LSBG board of directors also weighed the factors described above against certain factors and potential risks
associated with entering into the merger agreement, including, among others, the following:

that the exchange ratio is fixed, which means that LSBG stockholders could be adversely affected by a
decrease in the trading price of BHB common stock following the signing of the merger agreement;

the possibility of costs and delays resulting from seeking the regulatory approvals necessary to complete the
transactions contemplated by the merger agreement, the possibility that the merger may not be completed if
such approvals are not obtained, and the potential negative impacts on LSBG, its business and the price of
LSBG common stock if such approvals are not obtained;

that the integration of LSBG and BHB may be complex and time consuming and may require substantial
resources and effort, and the risk that if the banks are not successfully integrated, the anticipated benefits of
the merger may not be realized fully or at all or may take longer to realize than expected;

the possibility that the anticipated strategic and other benefits to LSBG and the combined bank following the
completion of the merger, including the expected synergies, will not be realized or will take longer to realize
than expected;

the potential for diversion of management and employee attention and for increased employee attrition
during the period prior to the completion of the merger, and the potential effect of the merger on LSBG s
customers and business relationships;
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the restrictions on the conduct of LSBG s business prior to the completion of the merger, requiring LSBG to
conduct its business only in the ordinary course, subject to specific limitations, which could delay or prevent
LSBG from undertaking business opportunities that may arise pending completion of the merger and could
negatively impact LSBG s customers and business relationships;

that the merger agreement contains certain restrictions on the ability of LSBG to solicit proposals for
alternative transactions or engage in discussions regarding such proposals, including the requirement for
LSBG to pay BHB a termination fee of up to $5.5 million in certain circumstances;

the transaction costs to be incurred by LSBG in connection with the merger;

the interests of LSBG s directors and executive officers in the merger described in  Interests of LSBG s
Directors and Executive Officers in the Merger ; and

the various other applicable risks associated with LSBG, BHB and the merger, including the risks described
in Information Regarding Forward-Looking Statements and Risk Factors.
In considering the recommendation of the LSBG board of directors with respect to the proposal to approve the merger
agreement, you should be aware that certain of LSBG s directors and executive officers have interests
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in the merger that are different from yours. The LSBG board of directors was aware of and considered these interests,
among other matters, in evaluating the merger agreement and the transactions contemplated by the merger agreement
and in recommending that the merger agreement be approved by the LSBG stockholders. See  Interests of LSBG s
Directors and Executive Officers in the Merger.

The foregoing discussion of the information and factors considered by the LSBG board of directors in reaching its
conclusions and recommendations is not intended to be exhaustive, but includes the material factors considered by the
LSBG board of directors. In view of the wide variety of factors considered in connection with its evaluation of the
merger agreement and the transactions contemplated by the merger agreement, and the complexity of these matters,
the LSBG board of directors did not find it practicable to, and did not attempt to, quantify, rank or otherwise assign
any relative or specific weights to the various specific factors considered in reaching its determination and making its
recommendation. The LSBG board of directors considered all of the foregoing factors as a whole and based its
recommendation on the totality of the information presented.

Recommendation of the LSBG Board of Directors

The LSBG board of directors has unanimously approved the merger agreement and recommends that LSBG
stockholders vote  FOR adoption of the merger agreement and the transactions contemplated thereby.

Opinion of Griffin Financial Group LLC, Financial Advisor to LSBG

Pursuant to an engagement letter, dated April 11, 2016, LSBG engaged Griffin to act as LSBG s financial advisor in
connection with a potential sale to BHB. Griffin is a nationally recognized, Financial Industry Regulatory
Authority-licensed investment banking firm that is regularly engaged in the valuation of financial institutions and their
securities in connection with mergers and acquisitions and other corporate transactions. LSBG hired Griffin on the
basis of Griffin s qualifications, experience in transactions similar to the merger and its reputation as investment
bankers in the banking and thrift industry to provide its opinion as to the fairness, from a financial point of view, of
the exchange ratio (as defined in the merger agreement) by which the common stock of LSBG is exchanged into
common stock of BHB in the proposed merger of BHB and LSBG.

On May 3, 2016, Griffin provided its written opinion to the LSBG board of directors that, subject to the assumptions,
qualifications, limitations and other matters set forth therein, the exchange ratio was fair, from a financial point of
view, to the stockholders of LSBG. The full text of Griffin s written opinion, dated May 5, 2016, is attached to this
joint proxy statement/prospectus as Annex B and is incorporated herein by reference. LSBG s stockholders are urged
to read the opinion in its entirety for a description of the assumptions made, matters considered, procedures followed
and qualifications and limitations on the review undertaken by Griffin. Griffin s opinion is subject to the assumptions
and conditions contained in its opinion and is necessarily based on economic, market and other conditions as in effect
on, and the information made available to Griffin as of, the date of its opinion. The description of the opinion set forth
herein is qualified in its entirety by reference to the full text of such opinion.

Griffin s opinion speaks only as of the date of the opinion. The opinion is directed to the LSBG board of directors
and is limited to the fairness, from a financial point of view, to the stockholders of LSBG with regard to the
exchange ratio employed in the merger. Griffin does not express an opinion as to the underlying decision by LSBG
to engage in the merger or the relative merits of the merger compared to other strategic alternatives that may be
available to LSBG.

In providing its opinion, Griffin:
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reviewed and discussed with LSBG and BHB their respective financial information as of and for the three
months ended March 31, 2016 and the twelve months ended December 31, 2015, December 31, 2014 and
December 31, 2013;
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discussed with the management of LSBG and BHB matters relating to their respective financial condition,
growth, liquidity, earnings, profitability, asset quality, capital adequacy, stock market structure and
valuation, future prospects, and related matters as of such dates and for the periods then ended;

reviewed and discussed with management of LSBG and BHB their budgeted balance sheet growth and
earnings for 2016, projections, and expected growth trends for assets, loans, deposits, capital and earnings
for future periods;

analyzed and discussed with LSBG and BHB the potential strategic implications and operational benefits
anticipated by the management of LSBG and BHB;

evaluated the potential pro forma financial effects of the merger on BHB on a forward-looking basis;

reviewed and discussed with LSBG and BHB certain publicly available documents and other business and
financial information concerning LSBG and BHB and the economic and regulatory environments in which
they operate;

compared the proposed financial terms of the merger with the publicly available financial terms of certain
transactions involving whole bank acquisitions that Griffin deemed relevant;

compared the financial condition and implied valuation of LSBG and BHB to the financial condition and
valuation of certain institutions Griffin deemed relevant;

performed discounted cash flow and internal rate of return analyses;

considered the BHB s ownership structure, its stock market performance, and the trading history of its
common stock which is being used as the merger consideration; and

undertook such other financial studies and analyses, including a contribution analysis, and considered such

other information as Griffin deemed appropriate for the purpose of this opinion.
Griffin s opinion has been approved by its fairness opinion committee in conformity with its policies and procedures
established under the requirement of Rule 5150 of the Financial Industry Regulatory Authority. In conducting its
review and providing its opinion, Griffin relied upon the accuracy and completeness of information that was publicly
available to it or that was furnished to or discussed with Griffin by LSBG or BHB or otherwise reviewed by Griffin
including, particularly, the forward looking earnings estimates, projections, cost savings and pro forma growth rates.
Griffin did not independently verify (nor assume responsibility or liability for independently verifying) any such
information or its accuracy or completeness. Griffin did not review individual loan files or deposit information of
LSBG or BHB, nor was Griffin provided with or did it conduct any valuation or appraisal of any assets, deposits, or
other liabilities of LSBG or BHB. Griffin does not specialize in the evaluation of loan and lease portfolios for
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purposes of assessing the adequacy of the allowance for loan and lease losses with respect thereto, and accordingly,
has assumed that such allowances for loan and lease losses are adequate. In relying on financial analyses provided to
or discussed with Griffin by LSBG or BHB or derived therefrom, Griffin assumed that such analyses had been
reasonably prepared based on assumptions reflecting the best currently available estimates and judgments by
management. Griffin expressed no view as to such analyses, forecasts, estimates, or the assumptions on which they
were based. Griffin is not a legal, regulatory, or tax expert and has relied on the assessments made by advisors to
LSBG with respect to such issues.

For purposes of providing its opinion, Griffin assumed that, in all respects material to its analysis:

the merger will be completed in accordance with the terms set forth in the draft merger agreement provided
to Griffin;

the representations and warranties of each party in the merger agreement are and will be true and correct in
all respects material to Griffin s analysis;

the covenants and conditions precedent to closing the merger contained in the merger agreement, including
approval by federal and state banking regulators, and by the shareholders of each of LSBG
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and BHB, will be performed in all respects material to Griffin s analysis in a manner which will not give
BHB the ability to terminate the merger agreement or decline to close under the merger agreement.;

all material governmental, regulatory, shareholder, and any other consents or approvals necessary for the

completion of the merge will be obtained without any adverse effect to LSBG or BHB or to the

contemplated benefits of the merger.
In performing its analysis, Griffin made various assumptions with regard to economic, market, and other conditions,
which are beyond the control of Griffin, LSBG and BHB. Griffin s opinion is limited to the fairness, from a financial
point of view, to the stockholders of LSBG with regard to the exchange ratio by which the common stock of LSBG is
exchanged into common stock of BHB in the merger, and expresses no opinion as to the fairness of the merger to
creditors or other stakeholders of LSBG, the underlying decision by LSBG to engage in the merger, the relative merits
of the merger compared to other transactions available to LSBG, or the relative merits of the merger compared to
other strategic alternatives that may be available to LSBG. Griffin did not and was not asked to contact any other
interested parties other than those specifically indicated by the Board. Furthermore, Griffin did not take into account
and expressed no opinion with respect to the amount or nature of any bonuses and any other compensation or
consideration to any officers, directors, or employees of LSBG or BHB paid or payable by reason or as a result of the
merger.

The following is a summary of the material analyses presented by Griffin to the LSBG board of directors in
connection with Griffin s fairness opinion. The summary is not a complete description of the analyses underlying the
Griffin opinion or the presentation made by Griffin to the LSBG board of directors, but summarizes the material
analyses performed and presented in connection with such opinion.

The preparation of the fairness opinion is a comprehensive and complex analytical process, involving various
determinations as to the most appropriate and relevant methods of financial analysis and the application of those
methods to the particular circumstances. Therefore, a fairness opinion is not readily susceptible to partial analysis or
summary description. In accordance with customary investment banking practice, Griffin employed generally
accepted valuation methods in reaching its opinion. The following is a summary of the material financial analyses
undertaken by Griffin in connection with providing the Griffin opinion. The following summary, however, does not
purport to be a complete description of the financial analyses performed by Griffin. In arriving at its opinion, Griffin
did not attribute any particular weight to any analysis or factor that it considered, but rather made qualitative
judgments as to the significance and relevance of each analysis and factor. The financial analyses summarized within
include information presented in tabular format. Accordingly, Griffin believes that its analyses and the summary of its
analyses must be considered as a whole and that selecting portions of its analyses and factors or focusing on the
information presented below in tabular format, without considering all analyses and factors or the full narrative
description of the financial analyses, including the methodologies and assumptions underlying the analyses, could
create a misleading or incomplete view of the process underlying its analyses and opinion. The tables alone do not
constitute a complete description of the financial analyses.

Summary of Proposal

Pursuant to the merger agreement, at the effective time of the merger, LSBG will merge with and into BHB, with

BHB as the resulting or surviving corporation and LSBG s wholly owned subsidiary, LSBG Bank, will merge into and
with BHB Bank, with BHB Bank surviving the merger. Each of the 8,381,713 issued and outstanding shares of LSBG
common stock will be converted into the right to receive 0.4970 shares of BHB common stock. The terms and
conditions of the merger are more fully described in the Agreement.
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Transaction Multiples

As of May 5, 2016, the date of Griffin s opinion, based upon the closing stock price of BHB s common stock of $34.55
per share on May 4, 2016, the total purchase price payable to the stockholders of LSBG was approximately $143.9
million, which is equal to 164% of LSBG s tangible book value at March 31, 2016 and 15.9 times its earnings for the
twelve month period ending March 31, 2016.

Selected Companies Analysis LSBG

Using publicly available information, Griffin compared the financial performance and condition of LSBG to the
following banks and thrifts traded on a national exchange with institutional ownership greater than 10% and total
assets between $750 million and $2.5 billion, return on average assets over the last twelve months or LTM ROAA
between 0.40% and 1.00%, and non-performing assets or NPAs / assets of less than 2.00%, excluding any banks that
were targets of announced mergers. Because there were few comparable companies headquartered in New England,
Griffin also included banks headquartered in Pennsylvania and upstate New York (excluding metropolitan markets)
which appear to be somewhat similar in market demographics to LSBG. Companies included in this group were:

Enterprise Bancorp, Inc. Merchants Bancshares, Inc.
ESSA Bancorp, Inc. Chemung Financial Corporation
Bar Harbor Bankshares Codorus Valley Bancorp, Inc.
Bankwell Financial Group, Inc. Penns Woods Bancorp, Inc.
Orrstown Financial Services, Inc. Norwood Financial Corp.

To perform this analysis, Griffin used financial information as of March 31, 2016, or the most recently available
quarter, and market price information as of May 4, 2016 as reported by SNL Financial. Griffin s analysis showed the
following concerning LSBG and its peers financial condition, risk profile, valuation and liquidity:

Peers
LSBG! Low Median High
Total assets ($000) 1,563,231 760,104 1,524,758 2,304,632
Core ROAA (%) 0.67 0.55 0.76 0.95
Core ROAE (%) 7.27 5.21 8.19 10.37
Non-interest income / operating revenue (%) 30.95 7.47 15.08 33.46
Loans / deposits (%) 106.96 76.76 99.61 109.05
Net interest margin (%) 2.99 2.92 3.52 3.88
NPAs / assets (%) 0.40 0.21 1.17 1.48
TCE/ tangible assets (%) 5.80 7.14 9.19 12.36
Institutional ownership (%) 18.81 13.47 34.70 42.19
Average daily trading volume (52 week) 5,000 2,200 8,202 11,314
Price/ LTM EPS (x) 13.0 12.5 14.9 18.6
Price/ tangible book value (%) 135.7 98.3 117.7 160.8
Dividend yield (%) 3.9 1.0 2.9 4.7

I LSBG data is as of March 31, 2016
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No company used as a comparison in the above analysis is identical to LSBG. In addition, Griffin presumed that the
trading valuations for peers exclude any change in control premium. Accordingly, an analysis of these results is not
purely mathematical. Rather, it involves complex considerations and judgments concerning differences in financial

and operating characteristics of the companies and of the banking environment at the time of the opinion.
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Selected Companies Analysis BHB

Using publicly available information, Griffin compared the financial performance and condition of BHB to the
following banks and thrifts traded on a national exchange with total assets between $750 million and $2.5 billion with
institutional ownership greater than 10%, LTM ROAA greater than 0.50%, and NPAs to assets of less than 2.00%,
excluding any banks that were targets of announced mergers. Because there were few comparable companies
headquartered in New England, Griffin also included banks headquartered in Pennsylvania and upstate New York
(excluding metro markets) which appear to be somewhat similar in market demographics to BHB. Companies
included in this group were:

Arrow Financial Corporation Enterprise Bancorp, Inc.

CNB Financial Corporation Merchants Bancshares, Inc.
Hingham Institution for Savings Peoples Financial Services Corp.
ESSA Bancorp, Inc. Chemung Financial Corporation
Lake Sunapee Bank Group Codorus Valley Bancorp, Inc.
Bankwell Financial Group, Inc. Penns Woods Bancorp, Inc.
Orrstown Financial Services, Inc. Citizens & Northern Corporation

To perform this analysis, Griffin used financial information as of March 31, 2016, or the most recently available
quarter, and market price information as of May 4, 2016 as reported by SNL Financial. Griffin s analysis showed the
following concerning BHB and its peers financial condition, risk profile, valuation and liquidity:

Peers
BHB! Low Median High
Total assets ($000) 1,622,493 1,216,544 1,703,258 2,478,871
ROAA (%) 1.00 0.54 0.81 1.31
ROAE (%) 10.20 5.10 8.62 14.93
Non-interest income / operating revenue (%) 14.75 2.65 19.88 33.46
Loans / deposits (%) 104.57 73.40 93.11 115.42
Net interest margin (%) 3.14 2.92 3.52 3.88
NPAs / assets (%) 0.61 0.21 0.94 1.48
TCE/ tangible assets (%) 9.60 5.80 8.52 14.64
Institutional ownership (%) 42.19 15.66 32.72 41.92
Average daily trading volume (52 week) 10,926 3,704 8,642 21,363
Price/ LTM EPS (x) 13.4 11.7 14.6 18.6
Price/ tangible book value (%) 133.8 98.3 137.2 192.5
Dividend yield (%) 3.1 0.9 34 5.2

! BHB data is as of March 31, 2016

No company used as a comparison in the above analysis is identical to BHB. In addition, Griffin presumed that the
trading valuations for peers exclude any change in control premium. Accordingly, an analysis of these results is not
purely mathematical. Rather, it involves complex considerations and judgments concerning differences in financial
and operating characteristics of the companies and of the banking environment at the time of the opinion.

Table of Contents 116



Table of Contents

Edgar Filing: BAR HARBOR BANKSHARES - Form S-4

54

117



Edgar Filing: BAR HARBOR BANKSHARES - Form S-4

T

f

nien

Selected Transactions Analysis

Griffin reviewed and compared the merger to publicly available information as reported by SNL Financial related to
whole bank acquisitions nationwide (excluding metropolitan markets) announced after January 1, 2014, with targets
between $500 million and $3.0 billion in total assets, an ROAA between 0.40% and 1.0%, NPAs/assets of less than

3.00% and a three-year cumulative growth rate in loans less than 20%, which included the following transactions:

The results of the analysis are set forth in the following table:

Acquirer

Investors Bancorp, Inc.
Westfield Financial, Inc.
OceanFirst Financial Corp.
Univest Corporation of Pennsylvania
BNC Bancorp

Pacific Premier Bancorp, Inc.
Park Sterling Corporation
Nicolet Bankshares, Inc.

Liberty Bank

Community Bank System, Inc.
Chemical Financial Corporation
Northwest Bancshares, Inc.

BNC Bancorp

Berkshire Hills Bancorp, Inc.
WesBanco, Inc.

HomeStreet, Inc.

Peoples Bancorp Inc.

First Midwest Bancorp, Inc.

State Bank Financial Corporation
National Penn Bancshares, Inc.
Valley National Bancorp

Bryn Mawr Bank Corporation
Seacoast Banking Corporation of Florida
Eastern Bank Corporation

First Interstate BancSystem, Inc.
Center Bancorp, Inc.

Old National Bancorp

Total assets ($000)
LTM ROAA (%)
LTM ROAE (%)
NPA/ assets (%)
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Target

Bank of Princeton

Chicopee Bancorp, Inc.

Cape Bancorp, Inc.

Fox Chase Bancorp, Inc.

High Point Bank Corporation
Security California Bancorp

First Capital Bancorp, Inc.

Baylake Corp.

Naugatuck Valley Financial Corporation
Oneida Financial Corp.

Lake Michigan Financial Corporation
LNB Bancorp, Inc.

Valley Financial Corporation
Hampden Bancorp, Inc.

ESB Financial Corporation
Simplicity Bancorp, Inc.

NB&T Financial Group, Inc.

Great Lakes Financial Resources, Inc.
Georgia-Carolina Bancshares, Inc.
TF Financial Corporation

15t United Bancorp, Inc.

Continental Bank Holdings, Inc.
BANKSshares, Inc.

Centrix Bank & Trust

Mountain West Financial Corp.
ConnectOne Bancorp, Inc.

United Bancorp, Inc.

National Targets?

LSBG and
the Merger! Low Median High
1,563,231 507,032 846,016 1,945,398
0.67 0.41 0.75 1.11
7.27 2.57 6.80 12.80
0.40 0.17 1.48 2.89
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TCE/ tangible assets (%) 5.80 6.67
Deal value ($ millions) 143.9 60.8
Price / earnings (x) 15.9 13.1
Price / tangible book value (%) 164.3 98.5
Tangible book premium / core deposits (%) 5.50 -0.01
Premium / stock price (%) 21.00 6.46

Table of Contents

LSBG data is as of March 31, 2016.
Target financial data reflects most recently reported prior to announcement.
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9.86 16.02
134.4 352.7
22.6 42.3
151.0 220.8
7.67 18.27
27.36 106.23
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Griffin also reviewed and compared the merger to publicly available information as reported by SNL Financial related
to a subset of the aforementioned group of transactions, namely whole bank acquisitions of targets headquartered in
New England and Mid-Atlantic regions (excluding metropolitan markets) with the same criteria as the prior
nationwide group, which included the following transactions:

Acquirer Target

Investors Bancorp, Inc. Bank of Princeton

Westfield Financial, Inc. Chicopee Bancorp, Inc.
OceanFirst Financial Corp. Cape Bancorp, Inc.

Univest Corporation of Pennsylvania Fox Chase Bancorp, Inc.
Liberty Bank Naugatuck Valley Financial Corporation
Community Bank System, Inc. Oneida Financial Corp.
Berkshire Hills Bancorp, Inc. Hampden Bancorp, Inc.
WesBanco, Inc. ESB Financial Corporation
National Penn Bancshares, Inc. TF Financial Corporation

Bryn Mawr Bank Corporation Continental Bank Holdings, Inc.
Eastern Bank Corporation Centrix Bank & Trust

Center Bancorp, Inc. ConnectOne Bancorp, Inc.

The results of the analysis are set forth in the following table:

Regional Targets?

LSBG and
the
Merger! Low Median High
Total assets ($000) 1,563,231 507,032 876,850 1,945,398
LTM ROAA (%) 0.67 0.41 0.84 1.11
LTM ROAE (%) 7.27 3.37 6.39 12.80
NPA/ assets (%) 0.40 0.17 1.16 1.49
TCE/ tangible assets (%) 5.80 8.59 9.93 16.02
Deal value ($ millions) 143.9 77.8 141.8 352.7
Price / earnings (x) 15.9 13.1 22.5 42.3
Price / tangible book value (%) 164.3 119.7 149.3 216.1
Tangible book premium / core deposits (%) 5.50 5.25 10.50 18.27
Premium / stock price (%) 21.00 10.92 21.61 56.26

I LSBG data is as of March 31, 2016.

2 Target financial data reflects most recently reported prior to announcement.

No company or transaction used as a comparison in the above analyses is identical to LSBG, BHB or the merger.
Accordingly, an analysis of these results is not purely mathematical. Rather, it involves complex considerations and
judgments concerning differences in financial and operating characteristics of the companies and of the banking
environment at the time of the opinion.

Discounted Cash Flow Analysis LSBG
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Griffin performed a discounted cash flow analysis to estimate a range of the present value of estimated free cash flows
that LSBG could generate on a stand-alone basis. In performing this analysis, Griffin utilized the following
assumptions, among others:

projections and earnings and asset growth assumptions provided by management;
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a range of discount rates of 12.0% to 15.0% based on a normalized 20-year treasury rate of 4% as
recommended by Duff & Phelps, the latest published Duff & Phelps US Equity Risk Premium
recommendation, and a size premium; and

a projected terminal value multiple range of 9.0x to 13.0x forecasted earnings based upon projected terminal
growth rates of 3% to 5%, using the Gordon Growth model;

assumed required tangible common equity to tangible assets capitalization level of 8% with any earnings in
excess of required capital retention treated as distributable earnings.
These calculations resulted in a range of implied per share values, exclusive of any change in control premium, of
$7.39 to $12.19 per share of LSBG s common stock, assuming a required tangible common equity to tangible assets
capitalization level of 8%, and $6.02 to $13.18 per share of LSBG s common stock, using a constant discount rate,
with a required tangible common equity to tangible assets capitalization level of between 7% and 9%.

Griffin performed a change of control affordability analysis, which factors in cash flows to be realized by BHB in the
merger as projected by management. In performing this analysis, Griffin utilized the following assumptions, among
others:

projections, earnings and asset growth assumptions provided by management;

a range of discount rates of 10.0% to 13.0% based on a normalized 20-year treasury rate of 4% as
recommended by Duff & Phelps, the latest published Duff & Phelps US Equity Risk Premium
recommendation, and a size premium;

a projected terminal value multiple range of 10.0x to 14.0x forecasted earnings based upon projected
terminal growth rates of 3% to 5%, using the Gordon Growth model;

stand alone cash flows plus estimated cost savings, less one time transaction costs, on a present value basis;
and

assumed required tangible common equity to tangible assets capitalization level of 8% with any earnings in
excess of required capital retention treated as distributable earnings.
These calculations resulted in a range of implied per share values of $14.56 to $22.97 per share of LSBG s common
stock, assuming a required tangible common equity to tangible assets capitalization level of 8%, and $13.77 to $23.05
per share of LSBG s common stock, using a constant discount rate, with a required tangible common equity to tangible
assets capitalization level of between 7% and 9%.

Griffin performed an additional change of control affordability analysis based on adding incremental loan growth
beyond that which LSBG could achieve on its own, as provided by BHB management, to the existing projections

provided by management. These calculations resulted in a range of implied per share values of $16.37 to $26.51 per
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share of LSBG s common stock, assuming a required tangible common equity to tangible assets capitalization level of
8%, and $15.55 to $26.47 per share of LSBG s common stock, using a constant discount rate, with a required tangible
common equity to tangible assets capitalization level of between 7% and 9%.

The discounted cash flow analysis is a widely used valuation methodology that relies on numerous assumptions,
including asset and earnings growth rates, terminal values and discount rates. The analysis did not purport to be
indicative of the actual value or expected value of LSBG.

Discounted Cash Flow Analysis BHB

Griffin performed a discounted cash flow analysis to estimate a range of the present value of estimated free cash flows

that BHB could generate on a stand-alone basis. In performing this analysis, Griffin utilized the following
assumptions, among others:

projections, earnings and asset growth assumptions provided by management;
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a range of discount rates of 10.0% to 13.0% based on a normalized 20-year treasury rate of 4% as
recommended by Duff & Phelps, the latest published Duff & Phelps US Equity Risk Premium
recommendation, and a size premium; and

a projected terminal value multiple range of 11.0x to 15.0x forecasted earnings based upon projected
terminal growth rates of 3% to 5%, using the Gordon Growth model;

assumed required tangible common equity to tangible assets capitalization level of 8% with any earnings in
excess of required capital retention treated as distributable earnings.
These calculations resulted in a range of implied per share values, exclusive of any change in control premium, of
$28.06 to $38.87 per share of BHB s common stock, assuming a required tangible common equity to tangible assets
capitalization level of 8%, and $26.36 to $39.65 per share of BHB s common stock, using a constant discount rate,
with a required tangible common equity to tangible assets capitalization level of between 7% and 9%.

The discounted cash flow analysis is a widely used valuation methodology that relies on numerous assumptions,
including asset and earnings growth rates, terminal values and discount rates. The analysis did not purport to be
indicative of the actual value or expected value of BHB.

Relative Contribution Analysis

Griffin analyzed the relative contribution of LSBG and BHB to the pro forma market capitalization, balance sheet and
income statement items of the combined entity, including pro forma ownership, assets, loans, deposits, tangible
common equity, and projected 2016, 2017, and 2018 net income. This analysis excluded all purchase accounting
adjustments and was based on the projected balance sheets of LSBG and BHB at closing of the merger, and LSBG s
and BHB s closing prices on May 4, 2016 of $14.19 per share and $34.55 per share, respectively.

Contribution
LSBG BHB

Pro forma ownership 40.9% 59.1%
Market capitalization 36.4% 63.6%
Pro forma balance sheet (3/31/17)

Assets 48.0% 52.0%
Loans 53.9% 46.1%
Deposits 54.3% 45.7%
Tangible common equity 36.4% 63.6%
Income statement (. TM)

Net interest income 47.9% 52.1%
Core non-interest income! 70.7% 29.3%
Core non-interest expense! 59.4% 40.6%
Core pre-tax pre-provision earnings 40.1% 59.9%
Net income 36.9% 63.1%
Projected net income 2016 38.1% 61.9%
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Projected net income 2017 40.9% 59.1%
Projected net income 2018 41.3% 58.7%

I Core non-interest income and core non-interest expense exclude securities gains and losses and any other
non-recurring items.
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Financial Impact Analysis

Griffin performed pro forma merger analyses that combined projected LSBG and BHB balance sheet and income
statement information for periods through 2022. Projected growth, earnings estimates and other assumptions
(including, without limitation, purchase accounting adjustments, cost savings and transaction related expenses) were
provided by or derived from material provided by LSBG and BHB s management. The analyses indicated that the
merger is expected to be dilutive to BHB s tangible book value per common share as of the projected completion date
of the merger of March 31, 2017, accretive to earnings per common share in subsequent periods, and that BHB is
expected to maintain well-capitalized regulatory capital ratios, although certain projected capital ratios immediately
following the completion of the merger (including common equity Tier 1 capital ratio, Tier 1 risk-based capital ratio
and total risk based capital ratio) would be lower than BHB s respective projected capital ratios on a stand-alone basis.
Actual results may be different from the projected results, and these differences may be material.

The summary set forth above is not a complete description of the analyses and procedures performed by Griffin in the
course of arriving at its opinion.

LSBG retained Griffin as its financial adviser regarding the merger. As part of its investment banking business,

Griffin is, from time to time, engaged in the valuation of bank and bank holding company securities in connection

with mergers and acquisitions, public and private placement of listed and unlisted securities, rights offerings and other
forms of valuations for various purposes. In the ordinary course of its business as a broker-dealer, Griffin may, from
time to time, purchase securities from, and sell securities to, LSBG and BHB. As a market maker in securities, Griffin
may from time to time have a long or short position in, or buy or sell, debt or equity securities of institutions like and
possibly including LSBG or BHB for Griffin s own account and for the accounts of its customers. To the extent Griffin
held any such positions, it was disclosed to LSBG and BHB.

Pursuant to the Griffin engagement agreement, LSBG agreed to pay Griffin (a) an engagement fee of $50,000, which
will credited against the Transaction Fee, (b) a fee of $350,000 payable upon the delivery of its fairness opinion,
which will credited against the Transaction Fee, and (c) a fee of 1.25% of the aggregate transaction value contingent
on the completion of the merger. In addition, LSBG has agreed to reimburse Griffin for reasonable out of pocket
expenses incurred in connection with Griffin s engagement and to indemnify and hold harmless partners, officers,
agents, employees and affiliates from and against all losses, claims, judgments, liabilities, costs, damages and
expenses based upon or arising from Griffin s engagement. During the two years preceding the date of this letter,
Griffin served as a financial advisor to BHB, and received a retainer, on a previous unsuccessful acquisition
opportunity. Griffin also served as LSBG s financial advisor in connection with its subordinated debt offering, its
acquisition of Central Financial Corporation, and also received a retainer for an unsuccessful acquisition opportunity.

Interests of LSBG s Directors and Executive Officers in the Merger

In considering LSBG s board of directors recommendation to vote in favor of the adoption of the merger agreement,
you should be aware that LSBG s executive officers and directors might have interests in the merger that are different
from, or in addition to, the interests of LSBG s stockholders generally. LSBG s board was aware of these interests and
considered them, among other matters, when it approved the merger agreement.

Share Ownership
As of , 2016, the record date for the special meeting of LSBG s stockholders, the directors and named
executive officers of LSBG may be deemed to be the beneficial owners of shares, representing % of the

outstanding shares of LSBG s common stock.
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Future Employment with BHB and BHB Bank

At the time of the signing of the merger agreement, Mr. William J. Mclver entered into an employment agreement
with BHB and BHB Bank that will become effective on the closing date of the merger.

Mr. Mclver s employment agreement has a term commencing on the closing date of the merger and ending on May 31,
2019. During the term, Mr. Mclver serves as the Executive Vice President, Regional President New Hampshire and
Vermont Markets and receives an annual base salary of $295,000. In addition, Mr. Mclver will be a participant in

BHB s annual incentive plan, long term incentive plan, and eligible to participate in any performance compensation
plans agreed upon by the parties. He will receive medical, dental, disability, retirement, life insurance, and other
employee benefits on the same basis as provided to other similarly situated employees of BHB and BHB Bank.

If, during the applicable term of employment, Mr. Mclver s employment is terminated by either BHB or BHB Bank
without cause (as defined in the employment agreement) or by Mr. Mclver for good reason (as defined in the
employment agreement), in addition to receiving any accrued benefits, he will be entitled to: (i) a lump sum payment
equal to one times his base salary in effect as of the effective date of termination, and (ii) continued medical, dental,
and vision insurance benefits to which he and his eligible dependents, if any, were entitled under such plan
immediately prior to the date of his termination of employment for the greater of a period of twelve (12) months or the
period to which he would have been entitled to continue coverage under the group health plan pursuant to COBRA,
and he will be required to make the same premium contributions that he was required to make immediately prior to his
termination of employment. The severance payment and benefits are conditioned on his execution and delivery of a
general release.

Mr. Mclver s employment agreement also contains confidentiality provisions and one year post-termination
non-competition and non-solicitation of customers provisions.

Acceleration of Vesting of Restricted Stock in the Merger

At the time LSBG entered into the merger agreement, its directors and certain of its officers held shares of restricted
stock granted under the Lake Sunapee Bank Group 2014 Stock Incentive Plan. Under the terms of the merger
agreement, all unvested awards of restricted stock issued by LSBG that are outstanding at the effective time of the
merger will fully vest as of the effective time, and convert into the right to receive the same merger consideration that
all other shares of LSBG common stock are entitled to receive in the merger.

The following table sets forth the value that the named executive officers and directors of LSBG will receive in
connection with the merger as a result of the accelerated vesting of the restricted stock as described above. The
estimated values set forth below are determined using a per share price of LSBG common stock of $15.22, which is
the average closing price per share of LSBG common stock over the first five business days following the public
announcement of the merger.

Outstanding Estimated
Shares of Value
Name Restricted Stock ($)®
Stephen R. Theroux
William J. Mclver 4,000 $ 60,880
Laura Jacobi 4,000 $ 60,880
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Sharon Whitaker 4,000 $ 60,880
Non-employee directors as a group

( persons) 20,800 $ 316,576
Total $ 499,216

(1) Before any required tax withholdings.
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Settlement Agreements

LSBG Bank and LSBG previously entered into change in control agreements with each of William J. Mclver, Laura
Jacobi, and Sharon Whitaker. The change in control agreements provide for severance benefits in the event of a
termination without cause or resignation by the executive for good reason after a change in control or pending change
in control (as such terms are defined in the change in control agreements), each a qualifying termination. Upon a
qualifying termination and subject to the execution of a release, the executives are entitled to receive a lump sum cash
payment equal to one times (or three times, in the case of Mr. Mclver) the executive s highest annual rate of salary
prior to termination. Four other employees are party to similar change in control agreements.

LSBG Bank and LSBG each previously entered into employment agreements with Stephen R. Theroux in his role as
President and Chief Executive Officer of LSBG Bank and LSBG. The employment agreements, which are
substantially identical, have an initial term of three years with the option to renew for additional three year period. The
agreements provide Mr. Theroux an annual base salary of $455,000, participation in employee benefit plans and
arrangements, reimbursement for travel, and annual contributions to the separate trust for the New Hampshire Thrift
Bancshares, Inc. Supplemental Executive Retirement Plan. Upon a termination of employment by LSBG Bank and
LSBG in connection with a change in control for any reason other than death, disability, or for cause or upon a
termination of employment for good reason (as defined in the employment agreements), Mr. Theroux is entitled to
receive: (i) continued group life, health, dental, accident, and long-term disability benefits for three years, (ii) a lump
sum payment equal to the salary that Mr. Theroux would have earned if he had continued working for three years at
the highest annual rate of salary prior to termination, and (iii) a lump sum payment equal to the value of the payments
that would have been made to Mr. Theroux under any cash bonus or long-term or short-term cash incentive plan if he
had continued working for three years and earned the maximum bonus or incentive award each calendar year. The
employment agreement with LSBG also provides that, in the event Mr. Theroux s employment is terminated upon or
following a change in control (as defined in the employment agreement), Mr. Theroux is entitled to a gross up
payment for any excise taxes imposed under Section 4999 of the Code. However, Mr. Theroux has waived his rights
to such gross-up payment.

LSBG previously entered into a consulting Agreement with Stephen Ensign, Chairman of the board of directors of
LSBG, in connection with the termination of his services as Executive Chairman of LSBG. The consulting agreement
has an initial term of five years with automatic renewals for one year unless notice of non-renewal is given. The
consulting agreement provides for a consulting fee of $90,000 per year.

In connection with the merger, BHB; BHB Bank; LSBG; and LSBG Bank entered into settlement agreements with
each of Stephen R. Theroux, William J. Mclver, Laura Jacobi, Sharon Whitaker, and Stephen Ensign pursuant to
which each executive or director will receive the payments and benefits provided under the settlement agreements in
satisfaction of all rights to payments and benefits under the executive or director s individual change in control
agreement (or employment agreements, in the case of Stephen R. Theroux or consulting agreements, in the case of
Stephen Ensign). BHB; BHB Bank; LSBG; and LSBG Bank also entered into similar settlement agreements with two
of the other employees who were party to change in control agreements. In connection with the merger, rights to
certain payments and benefits would have otherwise been triggered absent the settlement agreements. Upon the
closing of the merger, each settlement agreement (except in the case of Messrs. Mclver and Ensign) specifies that the
executive will execute a release of claims against BHB; BHB Bank; LSBG; and LSBG Bank.

The terms of each settlement agreement are substantially similar, except as noted below. Under the settlement
agreements, Messrs. Theroux, Mclver, and Ensign, and Mses. Jacobi and Whitaker will receive, as severance, lump
sum payments equal to $960,407, $845,000, $180,000, $250,000 and $223,000, respectively. The settlement
agreements with the two other employees also provide for lump sum payments, which in the aggregate total $309,227.
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addition, Mr. Theroux is to receive (1) continued health, dental, accident,
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long-term disability and life insurance at BHB s expense for a period of three years following his date of termination,
with the coverage equivalent to the coverage he would have been entitled to had he continued in employment with
LSBG during such period, and (2) $300,000, paid in equal monthly installments over the two-year period following
the effective time, as consideration for his agreement to be bound by certain restrictive covenants.

Supplemental Executive Retirement Plan

LSBG has provided supplemental deferred income benefits for Messrs. Theroux, Mclver, and Ensign, and Mses.
Jacobi and Whitaker through the Supplemental Executive Retirement Plan or SERP, which is a non-qualified deferred
compensation plan. Under the SERP, LSBG makes annual contributions on behalf of each eligible executive officer
equal to a specified percentage of each eligible executive officer s base salary (Mr. Ensign has an account under the
plan but no longer receives annual contributions). The specified percentage was 10% for the contributions made in
2015, 2014 and 2013. All amounts in the participants accounts are deemed to be 100% vested at all times. A portion
of each executive officer s account balance is deemed to be invested in LSBG common stock. In the event of a change
in control, the participants in the SERP are entitled to receive the total amount of the balance of their respective SERP
accounts in a cash payment. The merger will not result in any accelerated vesting, additional contributions or other
enhancements to the SERP accounts, though any increase in the price per share of LSBG common stock as a result of
the merger will increase the value of the SERP accounts to the extent that the balances are deemed invested in LSBG
common stock.

Messrs. Theroux, Ensign and Mclver and Mses. Jacobi and Whitaker are entitled to the following amounts with
respect to the SERP: $891,142; $674,511; $94,518; $73,804; and $43,941 respectively (based upon a per share price
of LSBG common stock of $15.22, which is the average closing price per share of LSBG common stock over the first
five business days following the public announcement of the merger).

Salary Continuation Agreement

LSBG and LSBG Bank have entered into salary continuation agreements or SCAs with Messrs. Theroux, Mclver,
Ensign and Mses. Jacobi and Whitaker. Upon a change in control, the named executive officers become 100% vested
in the retirement benefit of the SCAs, and shall receive the benefit as if the executive had been continuously employed
by the Bank until the executive s normal retirement age as listed in the agreement, but such amounts shall not be paid
until such normal retirement age. The agreements provide for benefit payments of $60,000 per year to Mr. Theroux,
$50,000 per year to Ms. Jacobi and Mr. Mclver, and $25,000 per year to Ms. Whitaker and Mr. Ensign for life payable
in monthly installments upon each executive s retirement after attainment of age 65, or, age 67 in the case of

Ms. Jacobi and age 70 in the case of Mr. Ensign. Ten other employees are party to similar salary continuation
agreements.

Bank-Owned Life Insurance

LSBG and LSBG Bank have split dollar life insurance plan agreements with Messrs. Theroux, Mclver, Ensign and
Ms. Whitaker. These agreements provide a death benefit equal to one year s base salary to the executive officer s
named beneficiaries upon the death of the executive, provided the death occurs while the executive is employed.
There are also change in control provisions in these agreements which specify that if the executives are terminated
following a change in control, except for cause, then the executive shall be fully vested in the death benefit, and the
death benefit shall be immediately payable upon the death of the executive, regardless of when that death occurs
beyond the change in control date, so long as it occurs before the executive attains age 65.

Indemnification and Insurance
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person entitled to indemnification under the bylaws of BHB, against any costs or expenses (including reasonable
attorneys fees and expenses), judgments, fines, losses, claims, damages, or liabilities incurred in connection with any
claim, action, suit, proceeding or investigation, whether civil, criminal, administrative or investigative, arising out of
matters existing or occurring at or prior to the effective time, whether asserted or claimed prior to, at or after the
effective time, arising in whole or in part out of or pertaining to the fact that he or she was a director or officer of
LSBG or is or was serving at the request of LSBG as a director, officer, employee or other agent of any other
organization or in any capacity with respect to any employee benefit plan of LSBG, including matters relating to the
negotiation, execution and performance of the merger agreement or any of the transactions contemplated thereby, to
the fullest extent to which such indemnified parties would be entitled under the amended and restated bylaws of
LSBG in effect as of the date of the merger agreement. BHB s obligation shall continue in full force and effect for a
period of six years from the effective time of the merger, provided, however that all rights to indemnification in
respect of any claim asserted or made within such period shall continue until the final disposition of such claim. In
addition, BHB shall advance expenses to the indemnified parties to the fullest extent which such indemnified parties
would be entitled under the amended and restated bylaws of LSBG as in effect on the date of the merger agreement
without regard to director approval of such advancement of expenses.

In connection with the merger, BHB has also agreed to use its reasonable best efforts to cause the persons serving as
directors and officers of LSBG immediately prior to the effective time of the merger to be covered by the directors and
officers liability insurance policy maintained by LSBG (provided that BHB may substitute therefor policies which are
not materially less advantageous than such policy or single premium tail coverage with policy limits equal to LSBG s
existing coverage limits) for a six year period following the merger effective time with respect to acts or omissions
occurring prior to the effective time which were committed by such directors and officers in their capacity as such,
provided that in no event BHB shall be required to expend in any one year more than an amount equal to 175% of the
current annual amount expended by LSBG to maintain such insurance. If BHB is unable to maintain or obtain the
insurance, BHB shall use its reasonable best efforts to obtain as much comparable insurance as is available for the
insurance amount.

Director Appointments
Under the terms of the merger agreement, immediately following the effective time of the merger, four directors of
LSBG, including Steven H. Dimick, Stephen W. Ensign, and Stephen R. Theroux, will be appointed to the board of

directors of BHB and BHB Bank, each of whom will serve for a term expiring at BHB s next annual meeting of
shareholders.
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Merger-Related Compensation for LSBG s Named Executive Officers

The following table and the related footnotes provide information about the compensation to be paid to LSBG s named
executive officers that is based on or otherwise relates to the merger. The compensation shown in this table and
described in these footnotes is the subject of a non-binding, advisory vote, of the LSBG stockholders at the LSBG
special meeting, as described in PROPOSAL II ADVISORY (NON-BINDING) VOTE ON COMPENSATION on
page 84. The figures in the table are estimated based on compensation levels as of the date of this document and an
assumed effective date of January 31, 2017 for both the merger and, where applicable, termination of the executive s
employment. The amounts reported below are estimates based on multiple assumptions that may or may not actually
occur or be accurate on the relevant date. As required by applicable SEC rules, all amounts below determined using
the per share value of LSBG common stock have been calculated based on a per share price of LSBG common stock
of $15.22 (the average closing market price of LSBG common stock over the first five business days following the
public announcement of the merger). As a result of the foregoing assumptions, the actual amounts, if any, to be
received by a named executive officer may materially differ from the amounts set forth below.

COMPENSATION

Equity Pension/NQDCPerquisites/Benefits

Name Cash ($)® ($)® $® % Total

Stephen R. Theroux $ 1,260,407 $ 23,476 $ 49,0324 $1,332,915
William J. Mclver $ 845,000 $60,800 $ 95,614 $ 2,058®) $1,003,472
Laura Jacobi $ 250,000 $60,800 $ 511,225 $ 822,025
Sharon Whitaker $ 223,000 $60,800 $ 237,696 $ 8,259 $ 529,755

(1) The amounts represent the cash payments to be made in settlement of the change in control, employment, or
consulting agreements in connection with the merger, as discussed above, which are payable on the later of the
closing date of the merger or the earliest date permitted under Code Section 409A, provided the individuals have
remained employed up to and including the closing date of the merger and have executed the waiver and release
agreement (except in the case of Mr. Mclver); such amounts may be further reduced to the extent needed to avoid
the imposition of any excise tax under Section 4999 of the Code. In the case of Mr. Theroux, the amount also
includes the additional cash payment provided pursuant to his settlement agreement as consideration for his
agreement to be bound by certain restrictive covenants.

(2) As described above, unvested awards of LSBG restricted stock will vest in connection with the merger. The
values of the accelerated vesting assume a per share value for LSBG common stock of $15.22.

(3) As described above, upon a change in control, the named executive officers become 100% vested in the
retirement benefit of the Salary Continuation Agreements, and shall receive the benefit as if the executive had
been continuously employed by the Bank until the executive s normal retirement age as listed in the agreement.
The amounts for each named executive officer reflect the increase in the present value of the retirement benefit
due to the change in control relative to the benefit that was already vested as of December 31, 2015.

(4) Pursuant to his settlement agreement, Mr. Theroux is to receive continued health, dental, accident, long-term
disability and life insurance at BHB s expense for a period of three years following his date of termination, with
the coverage equivalent to the coverage he would have been entitled had he continued in employment with LSBG
during such period, as discussed above.
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participant reaches the retirement date set forth in the BOLI agreement.
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BHB s Reasons for the Merger

In reaching its decision to approve the merger agreement and related transactions, the BHB board of directors
consulted with senior management, its financial advisors and its legal counsel, and considered a number of factors,
including, among others, the following, which are not presented in order of priority:

information concerning the business, operations, financial condition, earnings and prospects of each of BHB
and LSBG as separate entities and on a combined basis;

the opportunity to further diversify BHB s geographical markets and customer base as a whole, by expanding
the size of its footprint through the merger, and to do so in markets similar to those in which it currently
operates;

the nature and size of the markets that LSBG serves, LSBG s favorable competitive positions in those
markets, and BHB s knowledge of those markets;

the compatibility of the cultures of BHB and LSBG, particularly with respect to the meeting of local banking
needs and strong community ties;

the potential challenges in combining the two companies;

the addition of four LSBG board members, including Steven H. Dimick, Stephen W. Ensign, and Stephen R.
Theroux, to the BHB board and the agreement by William J. Mclver to remain with the combined company
for three years following the merger;

the potential for the combined company to enhance non-interest income growth by providing enhanced and
additional financial products and services to the customers of LSBG;

the business, operations, technology, asset quality, stock price performance, financial condition and results
of operations of LSBG on a historical and prospective basis;

the anticipated operating efficiencies, cost savings, new branding and opportunities for revenue
enhancements of the combined company following the completion of the merger, and the likelihood that
they would be achieved after the merger;

the expected impact of the merger on BHB s capitalization, including the dilution to existing BHB
shareholders and the effect of the merger on tangible book value per share;
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the structure of the merger and the financial and other terms of the merger agreement, including the fixed
exchange ratio and LSBG s right to terminate the merger agreement if the price of BHB common stock
decreases to the extent set forth in the merger agreement (with BHB s option to increase the exchange ratio to
avoid termination);

the deal protection provided by the terms of the merger agreement and the termination fee of $5.5 million
payable to BHB under certain circumstances;

the oral opinion of Sandler O Neill (which was subsequently confirmed in writing), to the effect that, as of

May 5, 2016 and based on and subject to the factors, limitations and assumptions set forth in its written

opinion, the exchange ratio was fair, from a financial point of view, to BHB, as more fully described under
Opinion of Sandler O Neill & Partners, L.P., Financial Advisor to BHB beginning on page 66;

the intended tax treatment of the merger as a tax-free reorganization; and

the likelihood of receiving all of the regulatory approvals required for the merger.
The foregoing discussion of the factors considered by the BHB board of directors is not intended to be exhaustive, but
does set forth the principal factors considered by the board. Based on the factors described above, the BHB board of
directors determined that the merger with LSBG was advisable and that the merger agreement and the transactions
contemplated by the merger agreement were in the best interests of BHB and its

shareholders, and voted unanimously to adopt and approve the merger agreement and related documents and the
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transactions contemplated by the merger agreement. In view of the wide variety and complexity of factors considered
by the BHB board of directors in connection with its evaluation of the merger, the board of directors did not consider
it practical, and did not attempt, to quantify, rank or otherwise assign relative weights to the specific factors it
considered in reaching its decision and did not undertake to make any specific determination as to whether any
particular factor, or any aspect of any factor, was favorable or unfavorable to the ultimate determination of the board.
Rather, the BHB board of directors made its recommendation based on the totality of information presented to and the
investigation conducted by it. In considering the factors discussed above, individual directors may have given
different weights to different factors.

Recommendation of the BHB Board of Directors

The BHB board of directors has unanimously adopted and approved the merger agreement and recommends that BHB
shareholders vote  FOR adoption and approval of the merger agreement and the transactions contemplated thereby.

Opinion of Sandler O Neill & Partners, L.P., Financial Advisor to BHB

By letter dated April 19, 2016, BHB retained Sandler O Neill to act as an independent financial advisor to the BHB
board of directors in connection with BHB s consideration of a possible business combination. Sandler O Neill is a
nationally recognized investment banking firm whose principal business specialty is advising financial institutions. In
the ordinary course of its investment banking business, Sandler O Neill is regularly engaged in the valuation of
financial institutions and their securities in connection with mergers and acquisitions and other corporate transactions.

Sandler O Neill acted as financial advisor in connection with the proposed merger and participated in certain of the
negotiations leading to the execution of the merger agreement. At the May 5, 2016 meeting at which the BHB board

of directors considered and discussed the terms of the merger agreement and the merger, Sandler O Neill delivered to
the BHB board of directors its oral opinion, which was subsequently confirmed in writing, that, as of such date, the
Exchange Ratio was fair to BHB from a financial point of view. The full text of Sandler O Neill s opinion is attached
as Annex C to this joint proxy statement/prospectus. The opinion outlines the procedures followed,

assumptions made, matters considered and qualifications and limitations on the review undertaken by Sandler

O Neill in rendering its opinion. The description of the opinion set forth below is qualified in its entirety by
reference to the full text of the opinion. Holders of BHB common stock are urged to read the entire opinion
carefully in connection with their consideration of the merger agreement and the merger.

Sandler O Neill s opinion speaks only as of the date of the opinion. The opinion was directed to the BHB board
of directors in connection with its consideration of the merger agreement and the merger and is directed only

to the fairness, from a financial point of view, of the Exchange Ratio to BHB. Sandler O Neill s opinion does not
constitute a recommendation to any holder of BHB common stock as to how such holder of BHB common stock
should vote with respect to the merger agreement and the merger or any other matter. It does not address the
underlying business decision of BHB to engage in the merger, the relative merits of the merger as compared to
any other alternative business strategies that might exist for BHB or the effect of any other transaction in

which BHB might engage. Sandler O Neill did not express any opinion as to the fairness of the amount or nature of
the compensation to be received in the merger by any BHB or LSBG officer, director, or employee, or class of such
persons, if any, relative to the amount of any compensation to be received by any other shareholder. Sandler O Neill s
opinion was approved by Sandler O Neill s fairness opinion committee.

In connection with rendering its opinion, Sandler O Neill reviewed and considered, among other things:
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certain publicly available financial statements and other historical financial information of LSBG and its
wholly-owned subsidiary, Lake Sunapee Bank, FSB, that Sandler O Neill deemed relevant;

internal financial projections for BHB for the year ending December 31, 2016, as provided by the senior
management of BHB, as well as financial projections for BHB for the years ending December 31, 2017
through December 31, 2020, as discussed with and confirmed by the senior management of BHB;

internal financial projections for LSBG for the year ending December 31, 2016, as provided by the senior
management of LSBG, as well as financial projections for LSBG for the years ending December 31, 2017
through December 31, 2020, as discussed with and confirmed by the senior management of BHB;

the pro forma financial impact of the merger on BHB based on assumptions related to transaction expenses,
purchase accounting adjustments, a core deposit intangible asset, a customer list intangible asset and cost
savings, as provided by the senior management of BHB;

the publicly reported historical price and trading activity for BHB and LSBG common stock, including a
comparison of certain financial and stock market information for BHB and LSBG common stock and certain
stock indices as well as similar publicly available information for certain other companies, the securities of
which are publicly traded;

a comparison of certain financial information for BHB and LSBG with similar bank and thrift institutions for
which information is publicly available;

the financial terms of certain other recent business combinations in the bank and thrift industry (on a
regional and nationwide basis), to the extent publicly available;

the current market environment generally and the banking environment in particular; and

such other information, financial studies, analyses and investigations and financial, economic and market
criteria as Sandler O Neill considered relevant.
Sandler O Neill also discussed with certain members of the senior management of BHB the business, financial
condition, results of operations and prospects of BHB and held similar discussions with certain members of the senior
management of LSBG regarding the business, financial condition, results of operations and prospects of LSBG.

In performing its review, Sandler O Neill relied upon the accuracy and completeness of all of the financial and other
information that was available to and reviewed by Sandler O Neill from public sources, that was provided to Sandler
O Neill by BHB, LSBG or their respective representatives or that was otherwise reviewed by Sandler O Neill and
Sandler O Neill assumed such accuracy and completeness for purposes of rendering its opinion without any
independent verification or investigation. Sandler O Neill relied, at the direction of BHB, without independent
verification or investigation, on the assessments of the management of BHB as to its existing and future relationships
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with key employees and partners, clients, products and services and assumed, with BHB s consent, that there would be
no developments with respect to any such matters that would affect its analyses or opinion. Sandler O Neill further
relied on the assurances of the respective managements of BHB and LSBG that they were not aware of any facts or
circumstances that would make any of such information inaccurate or misleading. Sandler O Neill was not asked to
and did not undertake an independent verification of any of such information and did not assume any responsibility or
liability for the accuracy or completeness thereof. Sandler O Neill did not make an independent evaluation or perform
an appraisal of the specific assets, the collateral securing assets or the liabilities (contingent or otherwise) of BHB or
LSBG, or any of their respective subsidiaries, nor was Sandler O Neill furnished with any such evaluations or
appraisals. Sandler O Neill rendered no opinion or evaluation on the collectability of any assets or the future
performance of any loans of BHB or LSBG. Sandler O Neill did not make an independent evaluation of the adequacy
of the allowance for loan losses of BHB or LSBG, or the combined entity after the Merger and did not review any
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individual credit files relating to BHB or LSBG. Sandler O Neill assumed, with BHB s consent, that the respective
allowances for loan losses for both BHB and LSBG were adequate to cover such losses and would be adequate on a
pro forma basis for the combined entity.

In preparing its analyses, Sandler O Neill used internal financial projections for BHB for the year ending December 31,
2016, as provided by the senior management of BHB, as well as financial projections for BHB for the years ending
December 31, 2017 through December 31, 2020, as discussed with and confirmed by the senior management of BHB.
In addition, in preparing its analyses Sandler O Neill used internal financial projections for LSBG for the year ending
December 31, 2016, as provided by the senior management of LSBG, as well as financial projections for LSBG for

the years ending December 31, 2017 through December 31, 2020, as discussed with and confirmed by the senior
management of BHB. Sandler O Neill also received and used in its pro forma analyses certain assumptions relating to
transaction expenses, purchase accounting adjustments, a core deposit intangible asset, a customer list intangible asset
and cost savings, as provided by the senior management of BHB. With respect to the foregoing information, the
respective managements of BHB and LSBG confirmed to Sandler O Neill that such information reflected the best
currently available projections, estimates and judgments of those respective managements of the future financial
performance of BHB and LSBG, respectively, and Sandler O Neill assumed that such performance would be achieved.
Sandler O Neill expressed no opinion as to such information, or the assumptions on which such information was based.
Sandler O Neill also assumed that there had been no material change in BHB s or LSBG s assets, financial condition,
results of operations, business or prospects since the date of the most recent financial statements made available to
Sandler O Neill. Sandler O Neill assumed in all respects material to its analysis that BHB and LSBG would remain as
going concerns for all periods relevant to its analyses.

Sandler O Neill has also assumed, with BHB s consent, in all respects material to its analysis, that (i) each of the parties
to the Agreement would comply in all material respects with all material terms and conditions of the Agreement and

all related agreements, that all of the representations and warranties contained in such agreements were true and

correct in all material respects, that each of the parties to such agreements would perform in all material respects all of
the covenants and other obligations required to be performed by such party under such agreements and that the
conditions precedent in such agreements were not and would not be waived, (ii) in the course of obtaining the
necessary regulatory or third party approvals, consents and releases with respect to the Merger, no delay, limitation,
restriction or condition would be imposed that would have an adverse effect on BHB, LSBG or the Merger or any
related transaction, (iii) the Merger and any related transaction would be consummated in accordance with the terms

of the Agreement without any waiver, modification or amendment of any material term, condition or agreement

thereof and in compliance with all applicable laws and other requirements, (iv) the Merger would be consummated
without LSBG s rights under Section 7(i) of the Agreement having been triggered, and (v) the Merger would qualify as
a tax-free reorganization for federal income tax purposes. Sandler O Neill expressed no opinion as to any of the legal,
accounting or tax matters relating to the Merger or any other transactions contemplated in connection therewith.

Sandler O Neill s opinion was necessarily based on financial, economic, market and other conditions as in effect on,
and the information made available to Sandler O Neill as of, the date thereof. Events occurring after the date thereof
could materially affect its opinion. Sandler O Neill has not undertaken to update, revise, reaffirm or withdraw its
opinion or otherwise comment upon events occurring after the date thereof. Sandler O Neill expressed no opinion as to
the trading values of BHB common stock or LSBG common stock at any time or what the value of BHB common
stock would be once it is actually received by the holders of LSBG common stock.

In rendering its opinion, Sandler O Neill performed a variety of financial analyses. The summary below is not a
complete description of all of the analyses underlying Sandler O Neill s opinion or the presentation made by Sandler
O Neill to the BHB board of directors, but is a summary of the material analyses performed and presented by Sandler
O Neill. The summary includes information presented in tabular format. In order to fully understand the financial
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opinion is a complex process involving subjective judgments as to the most appropriate and relevant methods of
financial analysis and the application of those methods to the particular circumstances. The process, therefore, is not
necessarily susceptible to a partial analysis or summary description. Sandler O Neill believes that its analyses must be
considered as a whole and that selecting portions of the factors and analyses to be considered without considering all
factors and analyses, or attempting to ascribe relative weights to some or all such factors and analyses, could create an
incomplete view of the evaluation process underlying its opinion. Also, no company included in Sandler O Neill s
comparative analyses described below is identical to BHB or LSBG and no transaction is identical to the merger.
Accordingly, an analysis of comparable companies or transactions involves complex considerations and judgments
concerning differences in financial and operating characteristics of the companies and other factors that could affect
the public trading values or merger transaction values, as the case may be, of BHB and LSBG and the companies to
which they are being compared. In arriving at its opinion, Sandler O Neill did not attribute any particular weight to any
analysis or factor that it considered. Rather, Sandler O Neill made qualitative judgments as to the significance and
relevance of each analysis and factor. Sandler O Neill did not form an opinion as to whether any individual analysis or
factor (positive or negative) considered in isolation supported or failed to support its opinion, rather, Sandler O Neill
made its determination as to the fairness of the merger consideration on the basis of its experience and professional
judgment after considering the results of all its analyses taken as a whole.

In performing its analyses, Sandler O Neill also made numerous assumptions with respect to industry performance,
business and economic conditions and various other matters, many of which cannot be predicted and are beyond the
control of BHB, LSBG and Sandler O Neill. The analyses performed by Sandler O Neill are not necessarily indicative
of actual values or future results, both of which may be significantly more or less favorable than suggested by such
analyses. Sandler O Neill prepared its analyses solely for purposes of rendering its opinion and provided such analyses
to the BHB board of directors at its May 5, 2016 meeting. Estimates on the values of companies do not purport to be
appraisals or necessarily reflect the prices at which companies or their securities may actually be sold. Such estimates
are inherently subject to uncertainty and actual values may be materially different. Accordingly, Sandler O Neill s
analyses do not necessarily reflect the value of BHB common stock or the prices at which BHB or LSBG common
stock may be sold at any time. The analyses of Sandler O Neill and its opinion were among a number of factors taken
into consideration by the BHB board of directors in making its determination to adopt the merger agreement and
authorize and approve the merger and the analyses described below should not be viewed as determinative of the
decision of the BHB board of directors or management with respect to the fairness of the merger.

Summary of Proposed Merger Consideration and Implied Transaction Metrics. Sandler O Neill reviewed the
financial terms of the merger. As described in the merger agreement, each share of LSBG common stock issued and
outstanding immediately prior to the effective time of the merger, other than certain shares described in the merger
agreement, will be converted into the right to receive 0.4970 shares of BHB common stock. Based upon BHB s 10-day
volume weighted average price of common stock of $34.21 as of May 4, 2016, Sandler O Neill calculated an aggregate
implied transaction value of approximately $143 million, or $17.00 per share. The aggregate implied transaction value
was calculated assuming, at the direction of the senior managements of BHB and LSBG, 8,381,713 outstanding shares
of LSBG common stock. Based upon financial information for LSBG as of or for the period ending March 31, 2016
(unless otherwise indicated), Sandler O Neill calculated the following implied transaction metrics:

Transaction Price / Tangible Book Value Per Share: 163%
Transaction Price / LTM Earnings Per Share!: 15.6x

Tangible Book Premium / Core Deposits?: 5.7%
One-Day Market Premium?: 19.8%
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1) LTM defined as last twelve months
2) Core deposits defined as total deposits, less time deposit accounts with a balance of at least $100,000
3) LSBG closing price of $14.19 per share as of May 4, 2016
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Contribution Analysis. Sandler O Neill reviewed the relative contribution of assets, liabilities, equity and earnings by
BHB and LSBG to the combined entity based on financial information for both companies as of or for the period
ended March 31, 2016 and market data as of May 4, 2016. This analysis indicated that the contributions to the
combined entity were as follows:

BHB LSBG
Total Assets 50.9% 49.1%
Total Securities! 75.8% 24.2%
Gross Loans 45.2% 54.8%
Total Deposits 45.7% 54.3%
Tangible Common Equity 63.9% 36.1%
LTM Net Interest Income 52.1% 47.9%
LTM Noninterest Income 29.5% 70.5%
LTM Net Income 63.0% 37.0%

1) Excludes FHLB stock

Stock Trading History. Sandler O Neill reviewed the history of the publicly reported trading prices of BHB common
stock and LSBG common stock for the three-year period ended May 4, 2016. Sandler O Neill then compared the
relationship between the movements in the prices of BHB and LSBG common stock, respectively, to movements in
their respective peer groups (as described on pages 70 and 71) as well as certain stock indices.

BHB s Three-Year Stock Performance

Ending Value
Beginning Value May 4,
May 4, 2013 2016
BHB 100% 144.4%
NASDAQ Bank Index 100% 133.1%
S&P 500 Index 100% 127.1%
BHB Peer Group 100% 137.1%
Ending Value
Beginning Value May 4,
May 4, 2013 2016
LSBG 100% 111.3%
NASDAQ Bank Index 100% 133.1%
S&P 500 Index 100% 127.1%
LSBG Peer Group 100% 138.3%

Comparable Company Analysis. Sandler O Neill used publicly available information to compare selected financial
information for BHB with a group of financial institutions selected by Sandler O Neill. The BHB peer group consisted
of publicly traded banks and thrifts headquartered in Connecticut, Maine, Massachusetts, New Hampshire, Rhode
Island and Vermont with assets between $1.0 billion and $5.0 billion or the BHB Peer Group. The BHB Peer Group
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consisted of the following companies:

Bankwell Financial Group, Inc.
Blue Hills Bancorp, Inc.

BSB Bancorp, Inc.

Cambridge Bancorp

Camden National Corporation
Century Bancorp, Inc.
Enterprise Bancorp

First Bancorp, Inc.

Table of Contents
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First Connecticut Bancorp, Inc.
Hingham Institution for Savings
Lake Sunapee Bank Group
Merchants Bancshares, Inc.
Meridian Bancorp, Inc.

SI Financial Group, Inc.
Washington Trust Bancorp, Inc.
Westfield Financial, Inc.
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The analysis compared publicly available financial information for BHB with the corresponding data for the BHB

Peer Group as of or for the period ending March 31, 2016 (unless otherwise indicated), with pricing data as of May 4,
2016. The table below sets forth the data for BHB and the median, mean, high and low data for the BHB Peer Group.

Comparable Company Analysis

BHB Peer Group
BHB Median Mean Low High

Total assets (in millions) $1,622 $1,940 $2,343 $ 1,369 $4,055

Tangible common equity/Tangible assets 9.60% 7.99% 9.08% 5.38% 17.77%
Leverage ratio 9.20% 8.77% 9.92% 6.72% 19.60%
Total risk-based capital ratio 17.16% 13.54% 14.71% 10.97% 24.84%
L'TM Return on average assets 1.00% 0.71% 0.72% 0.34% 1.19%
LTM Return on average tangible common equity 10.6% 9.7% 8.9% 2.2% 14.9%
LTM Net interest margin 3.14% 3.05% 3.05% 2.20% 3.88%
LTM Efficiency ratio 57.2% 66.0% 64.9% 35.2% 78.6%
Loan loss reserves/Gross loans 0.98% 0.94% 1.00% 0.69% 1.60%
Non-performing assets!/Total assets 0.46% 0.70% 0.74% 0.09% 1.99%
Net charge-offs/Average loans 0.04% 0.01% 0.01% (0.30)% 0.19%
Price / Tangible book value 134% 138% 137% 96% 201%
Price / LTM EPS 13.4x 15.0x 17.7x 10.2x 34.0x

Current Dividend Yield 3.1% 1.6% 2.1% 0.0% 4.5%
Market value (in millions) $ 208 $ 210 $ 286 $ 119 $ 788

1) Nonperforming assets include nonaccrual loans and leases, renegotiated loans and leases and real estate owned.

Note: LTM defined as last-twelve-months; Leverage ratio and total risk-based capital ratio for Meridian Bancorp, Inc.,
Blue Hills Bancorp, Inc., BSB Bancorp, Inc., Cambridge Bancorp, First Bancorp, Inc., SI Financial Group, Inc.,
Bankwell Financial Group, Inc., and Westfield Financial, Inc. as of December 31, 2015.

Sandler O Neill used publicly available information to perform a similar analysis for LSBG and a group of financial

institutions selected by Sandler O Neill. The LSBG peer group consisted of publicly traded banks and thrifts

headquartered in Connecticut, Maine, Massachusetts, New Hampshire, Rhode Island and Vermont with assets

between $1.0 billion and $5.0 billion or the LSBG Peer Group. The LSBG Peer Group consisted of the following

companies:

Bankwell Financial Group, Inc. First Bancorp, Inc.

Bar Harbor Bankshares First Connecticut Bancorp, Inc.
Blue Hills Bancorp, Inc. Hingham Institution for Savings
BSB Bancorp, Inc. Merchants Bancshares, Inc.
Cambridge Bancorp Meridian Bancorp, Inc.

Camden National Corporation SI Financial Group, Inc.
Century Bancorp, Inc. Washington Trust Bancorp, Inc.
Enterprise Bancorp Westfield Financial, Inc.
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The analysis compared publicly available financial information for LSBG with the corresponding data for the LSBG
Peer Group as of or for the period ending March 31, 2016 (unless otherwise indicated), with pricing data as of May 4,
2016. The table below sets forth the data for LSBG and the median, mean, high and low data for the LSBG Peer

Group.

Comparable Company Analysis

LSBG Peer Group
LSBG Median Mean Low High

Total assets (in millions) $1,564 $1,940 $2,347 $ 1,369 $4,055

Tangible common equity/Tangible assets 5.80% 8.65% 9.32% 5.38% 17.77%
Leverage ratio 7.87% 9.00% 9.95% 6.72% 19.60%
Total risk-based capital ratio 13.33% 14.00% 14.95% 10.97% 24.84%
LTM Return on average assets 0.61% 0.74% 0.74% 0.34% 1.19%
LTM Return on average tangible common equity 12.0% 9.7% 8.8% 2.2% 14.9%
LTM Net interest margin 3.00% 3.13% 3.05% 2.20% 3.88%
LTM Efficiency ratio 74.5% 64.2% 63.8% 35.2% 78.6%
Loan loss reserves/Gross loans 0.71% 1.00% 1.02% 0.69% 1.60%
Non-performing assets!/Total assets 0.40% 0.61% 0.72% 0.09% 1.99%
Net charge-offs/Average loans 0.10% 0.01% 0.01% (0.30)% 0.19%
Price / Tangible book value 136% 138% 137% 96% 201%
Price / LTM EPS 13.0x 15.0x 17.7x 10.2x 34.0x

Current Dividend Yield 3.9% 1.6% 2.1% 0.0% 4.5%
Market value (in millions) $ 119 $ 210 $ 292 $ 137 $ 788

1) Nonperforming assets include nonaccrual loans and leases, renegotiated loans and leases and real estate owned.
Note: LTM defined as last-twelve-months; Leverage ratio and total risk-based capital ratio for Meridian Bancorp, Inc.,
Blue Hills Bancorp, Inc., BSB Bancorp, Inc., Cambridge Bancorp, First Bancorp, Inc., SI Financial Group, Inc.,
Bankwell Financial Group, Inc., and Westfield Financial, Inc. as of December 31, 2015.
Analysis of Selected Merger Transactions. Sandler O Neill reviewed two groups of recent merger and acquisition
transactions consisting of a national group as well as a regional group. The national group consisted of nationwide
bank and thrift transactions announced between January 1, 2015 and May 4, 2016, excluding mergers of equals and
363 bankruptcy sales, with reported deal values and where the target s total assets were between $1 billion and $2
billion or the Nationwide Precedent Transactions. The regional group consisted of bank and thrift transactions where
the targets were located in the Northeast and Mid-Atlantic regions, announced between January 1, 2014 and May 4,
2016, excluding mergers of equals and 363 bankruptcy sales, with reported deal values and where the target s total
assets were between $500 million and $5 billion or the Regional Precedent Transactions.
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The Nationwide Precedent Transactions group was composed of the following transactions:

Acquirer

Investors Bancorp, Inc.
WesBanco, Inc.

Mechanics Bank

Pinnacle Financial Partners
OceanFirst Financial Corp.
TowneBank

Univest Corp. of Pennsylvania
First Busey Corp.

Great Western Bancorp

Bank of the Ozarks, Inc.
United Bankshares, Inc.

Green Bancorp, Inc.

Valley National Bancorp
United Community Banks, Inc.
Atlantic Capital Bancshares, Inc.
Western Alliance Bancorp
Chemical Financial Corp.

Target

Bank of Princeton

Your Community Bankshares, Inc.
California Republic Bancorp
Avenue Financial Holdings, Inc.
Cape Bancorp, Inc.

Monarch Financial Holdings
Fox Chase Bancorp, Inc.
Pulaski Financial Corp.

HF Financial Corp.

C1 Financial, Inc.

Bank of Georgetown

Patriot Bancshares, Inc.
CNLBanchsares, Inc.

Palmetto Bancshares, Inc.

First Security Group, Inc.
Bridge Capital Holdings

Lake Michigan Financial Corp.

Using the latest publicly available information prior to the announcement of the relevant transaction, Sandler O Neill
reviewed the following transaction metrics: transaction price to last-twelve-months earnings per share, transaction
price to book value per share, transaction price to tangible book value per share, tangible book premium to core
deposits, and 1-day market premium. Sandler O Neill compared the indicated transaction metrics for the merger to the
median, mean, high and low metrics of the Nationwide Precedent Transactions group.

Transaction price/LTM earnings per share:
Transaction price/Book value per share:

Transaction price/Tangible book value per share:

Core deposit premium:
1-Day market premium:
Source: SNL Financial

Table of Contents

Nationwide Precedent Transactions
BHB /
LSBG  Median Mean Low High
15.6x 23.0x 23.2x 13.1x 53.0x
102% 175% 176% 119% 222%
163% 176% 180% 134% 225%
5.7% 11.0% 11.9% 5.1% 20.5%
19.8% 20.8% 29.1% (3.2)% 72.1%
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The Regional Precedent Transactions group was composed of the following transactions:

Acquirer

Investors Bancorp, Inc.
Revere bank

Westfield Financial, Inc.
OceanFirst Financial Corp.
Univest Corp. of Pennsylvania
WSEFS Financial Corp.
United Bankshares, Inc.
Beneficial Bancorp, Inc.
F.N.B. Corp.

Liberty Bank

Camden National Corp.

Community Bank System, Inc.

Bridge Bancorp, Inc.
Sterling Bancorp

Berkshire Hills Bancorp, Inc.
S&T Bancorp, Inc.
WesBanco, Inc.

Cape Bancorp, Inc.
Independent Bank Corp.
Bank of the Ozarks, Inc.

National Penn Bancshares, Inc.

Bryn Mawr Bank Corp.
Eastern Bank Corp.

Target

Bank of Princeton

Monument Bank

Chicopee Bancorp, Inc.

Cape Bancorp, Inc.

Fox Chase Bancorp, Inc.
Penn Liberty Financial Corp.
Bank of Georgetown
Conestoga Bank

Metro Bancorp, Inc.
Naugatuck Valley Financial
SBM Financial, Inc.

Oneida Financial Corp.
Community National Bank
Hudson Valley Holding Corp.
Hampden Bancorp, Inc.
Integrity Bancshares, Inc.
ESB Financial Corp.

Colonial Financial Services
Peoples Federal Bancshares, Inc.
Intervest Bancshares, Corp.
TF Financial Corp.
Continental Bank Holdings, Inc.
Centrix Bank & Trust

Using the latest publicly available information prior to the announcement of the relevant transaction, Sandler O Neill
reviewed the following transaction metrics: transaction price to last-twelve-months earnings per share, transaction
price to book value per share, transaction price to tangible book value per share, tangible book premium to core
deposits, and 1-day market premium. Sandler O Neill compared the indicated transaction metrics for the merger to the
median, mean, high and low metrics of the Regional Precedent Transactions group.

Regional Precedent Transactions

BHB/

LSBG  Median Mean Low High
Transaction price/LTM earnings per share: 15.6x 23.8x 26.2x 13.1x 60.0x
Transaction price/Book value per share: 102% 157% 158% 88% 263%
Transaction price/Tangible book value per share: 163% 160% 164% 88% 263%
Core deposit premium: 5.7% 9.3% 9.3% 1.7% 20.5%
1-Day market premium: 19.8% 19.2% 30.4% 10.9% 99.4%

Net Present Value Analyses. Sandler O Neill performed an analysis that estimated the net present value per share of
BHB common stock, assuming that BHB performed in accordance with internal financial projections for BHB for the
year ending December 31, 2016, as provided by the senior management of BHB, as well as financial projections for
BHB for the years ending December 31, 2017 through December 31, 2020, as discussed with and confirmed by the
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senior management of BHB. To approximate the terminal value of BHB common stock at December 31, 2020,
Sandler O Neill applied price to 2020 earnings multiples ranging from 12.0x to 19.5x and multiples of December 31,
2020 tangible book value ranging from 110% to 185%. The terminal values were then discounted to present values
using different discount rates ranging from 9.0% to 15.0% when applied to 2020 earnings multiples and 9.0% to
15.0% when applied to multiples of December 31, 2020 tangible book value, which were chosen to reflect different
assumptions regarding required rates of return of holders or prospective buyers of BHB common stock. As illustrated
in the following tables, the analysis indicated an imputed range of values per share of BHB common stock of $22.86
to $44.46 when applying earnings multiples and $22.84 to $45.79 when applying multiples of tangible book value.

74

Table of Contents 154



Edgar Filing: BAR HARBOR BANKSHARES - Form S-4

Table of Conten

Earnings Per Share Multiples

Discount Rate 12.0x 13.5x 15.0x 16.5x 18.0x 19.5x
9.0% $29.00 $32.09 $35.18 $38.27 $41.36 $44.46
10.0% $27.84 $30.80 $33.76 $36.72 $39.68 $42.64
11.0% $26.74 $29.58 $32.41 $35.25 $38.09 $40.92
12.0% $25.70 $28.42 $31.13 $33.85 $36.57 $39.29
13.0% $24.71 $27.31 $29.92 $32.52 $35.13 $37.73
14.0% $23.76 $26.26 $28.76 $31.26 $33.76 $36.26
15.0% $22.86 $25.26 $27.66 $30.06 $32.45 $34.85

Tangible Book Value Multiples

Discount Rate 110% 125% 140% 155% 170% 185%
9.0% $28.96 $32.33 $35.70 $39.06 $42.43 $45.79
10.0% $27.81 $31.03 $34.26 $37.48 $40.70 $43.93
11.0% $26.71 $29.80 $32.89 $35.98 $39.06 $42.15
12.0% $25.67 $28.63 $31.59 $34.55 $37.51 $40.47
13.0% $24.68 $27.52 $30.35 $33.19 $36.03 $38.86
14.0% $23.74 $26.46 $29.18 $31.90 $34.62 $37.34
15.0% $22.84 $25.45 $28.06 $30.67 $33.28 $35.89

Sandler O Neill also considered and discussed with the BHB board of directors how this analysis would be affected by
changes in the underlying assumptions, including variations with respect to net income. To illustrate this impact,
Sandler O Neill performed a similar analysis assuming BHB s net income varied from 25% above projections to 25%
below projections. This analysis resulted in the following range of per share values for BHB common stock, applying
the price to 2020 earnings multiples range of 12.0x to 19.5x referred to above and a discount rate of 13.99%.

Earnings Per Share Multiples

Annual
Estimate
Variance 12.0x 13.5x 15.0x 16.5x 18.0x 19.5x
(25.0%) $18.77 $20.65 $22.52 $24.40 $26.27 $28.15
(20.0%) $19.77 $21.77 $23.77 $25.77 $27.77 $29.77
(15.0%) $20.77 $22.90 $25.02 $27.15 $29.27 $31.40
(10.0%) $21.77 $24.02 $26.27 $28.52 $30.77 $33.02
(5.0%) $22.77 $25.15 $27.52 $29.90 $32.27 $34.65
0.0% $23.77 $26.27 $28.77 $31.27 $33.77 $36.27
5.0% $24.77 $27.40 $30.02 $32.65 $35.27 $37.90
10.0% $25.77 $28.52 $31.27 $34.02 $36.77 $39.52
15.0% $26.77 $29.65 $32.52 $35.40 $38.27 $41.14
20.0% $27.77 $30.77 $33.77 $36.77 $39.77 $42.77
25.0% $28.77 $31.90 $35.02 $38.15 $41.27 $44.39
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Sandler O Neill also performed two analyses that estimated the net present value per share of LSBG common stock
under various circumstances. The first analysis assumed LSBG performed in accordance with internal financial
projections for LSBG for the year ending December 31, 2016, as provided by the senior management of LSBG, as
well as financial projections for LSBG for the years ending December 31, 2017 through December 31, 2020, as
discussed with and confirmed by the senior management of BHB or LSBG Stand Alone NPV Analysis. For the
second analysis, Sandler O Neill used the same assumptions as the LSBG Stand Alone NPV Analysis, but also
included assumptions related to after-tax cost savings, as provided by the senior management of BHB or LSBG
Adjusted NPV Analysis.
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For both the LSBG Stand Alone NPV Analysis and LSBG Adjusted NPV Analysis, to approximate the terminal value
of LSBG common stock at December 31, 2020, Sandler O Neill applied price to 2020 earnings multiples ranging from
12.0x to 19.5x and multiples of December 31, 2020 tangible book value ranging from 110% to 185%. The terminal
values were then discounted to present values using different discount rates ranging from 9.0% to 15.0% when applied
to 2020 earnings multiples and 9.0% to 15.0% when applied to multiples of December 31, 2020 tangible book value,
which were chosen to reflect different assumptions regarding required rates of return of holders or prospective buyers
of LSBG common stock.

As illustrated in the following tables, the LSBG Stand Alone NPV Analysis indicated an imputed range of values per
share of LSBG common stock of $11.41 to $22.09 when applying multiples of earnings and the LSBG Adjusted NPV
Analysis indicated an imputed range of values per share of LSBG common stock of $16.59 to $32.95 when applying
multiples of earnings. In addition, as illustrated in the following tables, the LSBG Stand Alone NPV Analysis
indicated an imputed range of values per share of LSBG common stock of $10.18 to $20.13 when applying multiples
of tangible book value and the LSBG Adjusted NPV Analysis indicated an imputed range of values per share of
LSBG common stock of $11.88 to $23.80 when applying multiples of tangible book value.

Discount Rate 12.0x 13.5x 15.0x 16.5x 18.0x 19.5x
9.0% $14.45 $15.98 $17.51 $19.04 $20.56 $22.09
10.0% $13.88 $15.34 $16.80 $18.27 $19.73 $21.19
11.0% $13.34 $14.74 $16.14 $17.54 $18.94 $20.34
12.0% $12.82 $14.16 $15.50 $16.84 $18.19 $19.53
13.0% $12.32 $13.61 $14.90 $16.18 $17.47 $18.76
14.0% $11.85 $13.09 $14.32 $15.56 $16.79 $18.02

15.0% $11.41 $12.59 $13.78 $14.96 $16.14 $17.33

Discount Rate 12.0x 13.5x 15.0x 16.5x 18.0x 19.5x
9.0% $21.14 $23.50 $25.86 $28.23 $30.59 $32.95
10.0% $20.28 $22.54 $24.81 $27.07 $29.33 $31.59
11.0% $19.47 $21.63 $23.80 $25.97 $28.13 $30.30
12.0% $18.69 $20.77 $22.85 $24.92 $27.00 $29.07
13.0% $17.96 $19.95 $21.94 $23.93 $25.92 $27.91
14.0% $17.26 $19.16 $21.07 $22.98 $24.89 $26.80
15.0% $16.59 $18.42 $20.25 $22.08 $23.92 $25.75

Tangible Book Value Multiples (LSBG Stand Alone NPV Analysis)

Discount Rate 110% 125% 140% 155% 170% 185%
9.0% $12.87 $14.32 $15.78 $17.23 $18.68 $20.13
10.0% $12.37 $13.76 $15.14 $16.53 $17.92 $19.31
11.0% $11.89 $13.22 $14.55 $15.88 $17.21 $18.54
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$11.43
$10.99
$10.58
$10.18

$12.70
$12.21
$11.75
$11.31

$13.98
$13.44
$12.92
$12.43
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$15.25
$14.66
$14.09
$13.56

$16.53
$15.88
$15.27
$14.68

$17.80
$17.10
$16.44
$15.80
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Discount Rate 110% 125% 140% 155% 170% 185%
9.0% $15.06 $16.81 $18.55 $20.30 $22.05 $23.80
10.0% $14.46 $16.13 $17.81 $19.48 $21.15 $22.83
11.0% $13.89 $15.49 $17.10 $18.70 $20.30 $21.91
12.0% $13.35 $14.88 $16.42 $17.96 $19.49 $21.03
13.0% $12.83 $14.30 $15.78 $17.25 $18.72 $20.20
14.0% $12.34 $13.75 $15.17 $16.58 $17.99 $19.40
15.0% $11.88 $13.23 $14.59 $15.94 $17.30 $18.65

Sandler O Neill also considered and discussed with the BHB board of directors how this analysis would be affected by
changes in the underlying assumptions, including variations with respect to net income. To illustrate this impact,

Sandler O Neill performed a similar analysis, assuming LSBG s net income varied from 25% above projections to 25%
below projections for the LSBG Stand Alone NPV Analysis and LSBG Adjusted NBV Analysis. This analysis

resulted in the following range of per share values for LSBG common stock, applying the price to 2020 earnings
multiples range of 12.0x to 19.5x referred to above and a discount rate of 13.99%.

Annual

Estimate

Variance 12.0x 13.5x 15.0x 16.5x 18.0x 19.5x

(25.0%) $ 9.39 $10.32 $11.24 $12.17 $13.09 $14.02

(20.0%) $ 9.88 $10.87 $11.86 $12.85 $13.83 $14.82

(15.0%) $10.38 $11.43 $12.48 $13.53 $14.57 $15.62

(10.0%) $10.87 $11.98 $13.09 $14.20 $15.32 $16.43
(5.0%) $11.37 $12.54 $13.71 $14.88 $16.06 $17.23
0.0% $11.86 $13.09 $14.33 $15.56 $16.80 $18.03
5.0% $12.35 $13.65 $14.95 $16.24 $17.54 $18.83
10.0% $12.85 $14.20 $15.56 $16.92 $18.28 $19.64
15.0% $13.34 $14.76 $16.18 $17.60 $19.02 $20.44
20.0% $13.83 $15.32 $16.80 $18.28 $19.76 $21.24
25.0% $14.33 $15.87 $17.41 $18.96 $20.50 $22.04

Annual

Estimate

Variance 12.0x 13.5x 15.0x 16.5x 18.0x 19.5x

(25.0%) $13.44 $14.88 $16.31 $17.74 $19.17 $20.60

(20.0%) $14.21 $15.73 $17.26 $18.79 $20.32 $21.85

(15.0%) $14.97 $16.59 $18.22 $19.84 $21.46 $23.09

(10.0%) $15.73 $17.45 $19.17 $20.89 $22.61 $24.33
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$16.50
$17.26
$18.03
$18.79
$19.55
$20.32
$21.08
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$18.31
$19.17
$20.03
$20.89
$21.75
$22.61
$23.47

$20.13
$21.08
$22.04
$22.99
$23.95
$24.90
$25.86
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$21.94
$22.99
$24.04
$25.09
$26.14
$27.19
$28.24

$23.76
$24.90
$26.05
$27.19
$28.34
$29.49
$30.63

$25.57
$26.81
$28.05
$29.29
$30.54
$31.78
$33.02
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In connection with its analyses, Sandler O Neill considered and discussed with the BHB board of directors how the
present value analyses would be affected by changes in the underlying assumptions. Sandler O Neill noted that the net
present value analysis is a widely used valuation methodology, but the results of such methodology are highly
dependent upon the numerous assumptions that must be made, and the results thereof are not necessarily indicative of
actual values or future results.

Pro Forma Merger Analysis. Sandler O Neill analyzed certain potential pro forma effects of the merger, based on the
following assumptions: (i) the merger closes on December 31, 2016 and (ii) 100% of the outstanding shares of LSBG
common are converted into the stock consideration at the fixed exchange ratio of 0.4970. Sandler O Neill also utilized
assumptions, as provided by the senior management of BHB, relating to (a) estimated transaction expenses, (b)
purchase accounting adjustments, (c) a core deposit intangible asset, (d) a customer list intangible asset, and (e)
estimated cost savings resulting from the merger. The analysis indicated that the merger could be accretive to BHB s
estimated earnings per share in 2017 (the first full-year after the estimated closing of the transaction), excluding
transaction expenses, and dilutive to estimated tangible book value per share at close.

In connection with this analysis, Sandler O Neill considered and discussed with the BHB board of directors how the
analysis would be affected by changes in the underlying assumptions, including the impact of final purchase
accounting adjustments determined at the closing of the transaction, and noted that the actual results achieved by the
combined company may vary from projected results and the variations may be material.

Sandler O Neill s Relationship. Sandler O Neill is acting as BHB s financial advisor in connection with the merger and
BHB has agreed to pay Sandler O Neill a fee for such services in an amount equal to $800,000, which fee is contingent
upon the closing of the merger. Sandler O Neill also received a fee from BHB in an amount equal to $200,000 upon
rendering its opinion, which opinion fee will be credited in full towards the fee that will become payable on the day of
closing of the merger. BHB has also agreed to indemnify Sandler O Neill against certain liabilities arising out of

Sandler O Neill s engagement and to reimburse Sandler O Neill for certain of its out-of-pocket expenses incurred in
connection with its engagement.

In the two years preceding the date of its opinion, Sandler O Neill did not provide any other investment banking
services to, or receive any compensation for such services from, BHB, nor did Sandler O Neill provide any investment
banking services to, or receive any compensation for such services from, LSBG during the two year period preceding
the date of Sandler O Neill s opinion. In the ordinary course of its business as a broker-dealer, Sandler O Neill may
purchase securities from or sell securities to BHB, LSBG or their respective affiliates. Sandler O Neill may also
actively trade the securities of BHB, LSBG or their respective affiliates for its own account and for the accounts of its
customers and, accordingly, may at any time hold a long or short position in such securities.

BHB and BHB Bank s Boards of Directors After the Merger

Immediately following the effective time of the merger, BHB will, and will cause BHB Bank to, expand the size of its
board of directors by four seats and will appoint four members of LSBG s board of directors, selected by BHB after
consultation with LSBG, including Steven H. Dimick, Stephen W. Ensign, and Stephen R. Theroux, to each of BHB s
and BHB Bank s board of directors, each to serve on BHB s and BHB Bank s board of directors for a term expiring at
the next annual meeting of BHB s shareholders, at which meeting each such appointee shall be included as a nominee
for election to BHB s and BHB Bank s board of directors to serve until the following annual meeting of BHB s
shareholders.

Bank Merger

Table of Contents 161



Edgar Filing: BAR HARBOR BANKSHARES - Form S-4

The merger agreement provides that as soon as practicable after the consummation of the merger, LSBG Bank will
merge with and into BHB Bank. BHB has caused BHB Bank and LSBG has caused LSBG Bank to enter into an
agreement and plan of merger providing for such bank merger. BHB Bank shall be the surviving entity in the bank
merger and shall continue in its corporate existence.
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Material U.S. Federal Income Tax Consequences of the Merger

The following is a general summary of material U.S. federal income tax consequences of the merger of BHB and
LSBG. The federal income tax laws are complex and the tax consequences of the merger may vary depending upon
each shareholder s individual circumstances or tax status. The following discussion is based on current provisions of
the Internal Revenue Code of 1986, as amended, or the Code, existing temporary and final regulations under the Code
and current administrative rulings and court decisions, all of which are subject to change, possibly on a retroactive
basis. No attempt has been made to comment on all U.S. federal income tax consequences of the merger that may be
relevant to LSBG stockholders. The tax discussion set forth below is included for general information only. It is not
intended to be, nor should it be construed to be, legal or tax advice to a particular LSBG stockholder.

The following discussion may not apply to particular categories of holders of shares of LSBG common stock subject
to special treatment under the Code, such as insurance companies, financial institutions, broker-dealers, tax-exempt
organizations, individual retirement and other tax-deferred accounts, banks, persons subject to the alternative
minimum tax, persons who hold LSBG capital stock as part of a straddle, hedging or conversion transaction, persons
whose functional currency is other than the U.S. dollar, persons eligible for tax treaty benefits, foreign corporations,
foreign partnerships and other foreign entities, individuals who are not citizens or residents of the United States and
holders whose shares were acquired pursuant to the exercise of an employee stock option or otherwise as
compensation. This discussion assumes that holders of shares of LSBG common stock hold their shares as capital
assets. The following discussion does not address state, local or foreign tax consequences of the merger. You are
urged to consult your tax advisors to determine the specific tax consequences of the merger, including any state, local
or foreign tax consequences of the merger.

Tax Consequences of the Merger Generally

BHB has received an opinion from K&L Gates LLP and LSBG has received an opinion from Hogan Lovells US LLP,
each filed with the SEC and dated as of the same date as the registration statement of which this joint proxy
statement/prospectus is a part, to the effect that the merger will qualify as a reorganization under Section 368(a) of the
Code. The tax opinions received by BHB and LSBG are based on certain representations, covenants and assumptions,
as described below, all of which must continue to be true and accurate in all material respects as of the effective time
of the merger. It is also a condition to the obligation of each of BHB and LSBG to complete the merger that their
respective tax counsel confirm its opinion as of the closing date of the merger. Neither BHB nor LSBG intends to
waive this condition. If any of the representations, covenants or assumptions relied upon by tax counsel is inaccurate,
tax counsel may not be able to provide the required closing date opinions or the tax consequences of the merger could
differ from those described below. An opinion of counsel neither binds the Internal Revenue Service, the IRS, nor
precludes the IRS or the courts from adopting a contrary position. Neither BHB nor LSBG intends to obtain a ruling
from the IRS regarding the tax consequences of the merger.

Based on the opinions that the merger will qualify as a reorganization under Section 368(a) of the Code, the material
U.S. federal income tax consequences of the merger are as follows:

no gain or loss will be recognized by BHB or LSBG as a result of the merger;

no gain or loss will be recognized by a LSBG stockholder on the exchange, except to the extent the
stockholder receives cash in lieu of a fractional share of BHB common stock;
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the aggregate tax basis in the BHB common stock received by a LSBG stockholder pursuant to the merger
will equal that stockholder s aggregate tax basis in the shares of LSBG common stock being exchanged,
reduced by any amount allocable to a fractional share of BHB common stock for which cash is received;

the holding period of BHB common stock received by a LSBG stockholder in the merger will include the
holding period of the shares of LSBG common stock being exchanged; and
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although no fractional shares of BHB common stock will be issued in the merger, a LSBG stockholder who
receives cash in lieu of such a fractional share will be treated as having received that fractional share
pursuant to the merger and then as having exchanged such fractional share for cash in a redemption by BHB.
A LSBG stockholder will generally recognize capital gain or loss on such a deemed redemption of the
fractional share in an amount determined by the excess of the amount of cash received and the stockholder s
tax basis in the fractional share. Any capital gain or loss will be long-term capital gain or loss if the LSBG
common stock was held for more than one year.
For purposes of the above discussion of the bases and holding periods for shares of LSBG common stock and BHB
common stock, LSBG stockholders who acquired different blocks of LSBG common stock at different times for
different prices must calculate their basis, gains and losses, and holding periods separately for each identifiable block
of such stock exchanged, converted, cancelled or received in the merger.

Backup Withholding

Payments of cash to a LSBG stockholder pursuant to the merger are subject to information reporting and may, under
certain circumstances, be subject to backup withholding unless such stockholder provides BHB with its taxpayer
identification number and otherwise complies with the backup withholding rules. Any amounts withheld from
payments to a LSBG stockholder under the backup withholding rules are not additional tax and generally will be
allowed as a refund or credit against the LSBG stockholder s federal income tax liability; provided that the LSBG
stockholder timely furnishes the required information to the IRS.

Reporting Requirements

LSBG stockholders who receive BHB common stock as a result of the merger will be required to retain records
pertaining to the merger and LSBG stockholders who hold at least 5% of the outstanding LSBG common stock
immediately before the merger will be required to file with their U.S. federal income tax return for the year in which
the merger takes place a statement setting forth certain facts relating to the merger.

This summary does not address tax consequences that may vary with, or are contingent on, individual circumstances.
Moreover, it does not address any non-income tax or any foreign, state or local tax consequences of the merger. Tax
matters are very complicated and the tax consequences of the merger to you will depend upon the facts of your
particular situation. Accordingly, we strongly urge you to consult with a tax advisor to determine the particular
federal, state, local and foreign income and other tax consequences to you of the merger.

Regulatory Approvals Required for the Merger

General. BHB and LSBG have agreed to use their reasonable best efforts to obtain all permits, consents, approvals
and authorizations of all third parties and governmental authorities that are necessary to consummate the merger of
BHB and LSBG, or the Merger and the merger of BHB Bank and LSBG Bank, or the Bank Merger, together, the
Transaction. This includes the approval or nonobjection of the FRB, the FDIC, the BFI and the NHBD. BHB and
LSBG have filed all required applications, notices and waiver requests to obtain the regulatory approvals and
nonobjections necessary to consummate the Transaction. BHB and LSBG cannot predict whether required regulatory
approvals will be obtained, when they will be received, or whether such approvals will be subject to any conditions.

Board of Governors of the Federal Reserve System. To consummate the Merger, BHB has sought a waiver from the
FRB of the formal application requirement under section 3 of the Bank Holding Company Act of 1956, as amended,
or the BHCA, and section 225.12(d)(2) of Regulation Y of the FRB s regulations. Regulation Y provides that an
application for FRB approval is not required for certain acquisitions involving bank mergers pursuant to the Bank
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Merger Act, or the BMA, if, among other conditions, the transaction requires prior regulatory approval of a federal
supervisory agency under the BMA and does not involve the acquisition of shares of a bank.
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BHB believes that the Transaction satisfies the requirements to obtain a waiver from the FRB. In the event that the
FRB does not waive the application requirements, the Merger will require an application to the FRB for prior approval
to consummate the Transaction pursuant to section 3 of the BHCA. The FRB may not approve the Merger if it
determines that:

the Transaction would result in a monopoly or would be in furtherance of any combination or conspiracy to
monopolize or attempt to monopolize the business of banking in any part of the United States; or

the effect of the Transaction, in any section of the country, may be to substantially lessen competition, or
tend to create a monopoly, or in any manner restrain trade, unless the FRB finds that the anticompetitive
effects of the Merger are clearly outweighed in the public interest by the probable effect of the Transaction
in meeting the convenience and needs of the communities to be served.
In evaluating the Merger, the FRB is required to consider the financial and managerial resources and future prospects
of BHB, LSBG, BHB Bank and LSBG Bank, as well as the convenience and needs of the communities to be served.
Consideration of financial resources generally focuses on capital adequacy of the institutions involved. The FRB also
must consider the performance records of BHB Bank and LSBG Bank in meeting the credit needs of the communities
served, including low and moderate-income neighborhoods, in accordance with requirements of the Community
Reinvestment Act of 1977, as amended, or the CRA. In addition, the FRB must review the effectiveness of BHB Bank
and LSBG Bank in combating money laundering activities. Further, the FRB must consider the extent to which the
Transaction would result in greater or more concentrated risks to the stability of the U.S. financial system. Applicable
regulations require publication of notice of an application for approval of the Merger and an opportunity for the public
to comment on the application and to request a hearing.

If approved, the Merger may not be completed until 30 days after such approval. However, with the concurrence of
the U.S. Attorney General, the waiting period may be reduced to 15 days.

Federal Deposit Insurance Corporation. To consummate the Bank Merger, BHB Bank, as a Maine-chartered bank
that is not a member of the Federal Reserve System, is required to file an application with the FDIC for prior approval
of the Bank Merger. The BMA prohibits the FDIC from approving the Bank Merger if it would result in a monopoly,
or would further a combination or conspiracy to monopolize, or to attempt to monopolize, the business of banking in
any part of the U.S. The BMA also prohibits the FDIC from approving the Bank Merger if the effect may be to
substantially lessen competition, or to create a monopoly, or, in any other manner, would be a restraint of trade.

The FDIC must also consider the financial and managerial resources and future prospects of the existing and proposed
institutions, the convenience and needs of the community to be served (including performance of each institution
under the CRA), and the effectiveness of BHB Bank and LSBG Bank in combatting money-laundering activities. The
FDIC also must consider the extent to which the Bank Merger would result in greater or more concentrated risks to
the stability of the U.S. financial system. Applicable regulations require publication of notice of an application for
approval of the Bank Merger and an opportunity for the public to comment on the application and to request a hearing.

If approved, the Bank Merger may not be completed until 30 days after such approval. However, with the concurrence
of the U.S. Attorney General, the waiting period may be reduced to 15 days.

Maine Bureau of Financial Institutions. To consummate the Bank Merger, BHB Bank is required to apply for
approval of the BFI. The BFI will not approve a merger unless it will contribute to the financial strength and success
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exist if the BFI determines that public benefits, such as increased competition or gains in efficiency, outweigh any
adverse effects, such as decreased or unfair competition, or unsafe or unsound practices, among other things.
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In evaluating a merger, the BFI will consider: (i) the character, ability and sufficiency of management and directors of
the resultant institution; (ii) the capital adequacy and financial resources of the resultant institution; (iii) the
competitive abilities and future prospects of the resultant institution; (iv) the convenience and needs of the market
areas served; (iv) the merger s competitive effect on the price, availability and quality of services in the market area;
(v) the merger s likely impact on other institutions in the market areas served; and (vi) the fairness and equities to the
parties involved. Applicable provisions of the Maine Revised Statutes require publication of notice of an application
for approval, and an opportunity for the public to comment on such application or to request a hearing.

New Hampshire Banking Department. As part of the Transaction, Charter Trust Company, or CTC, a New
Hampshire-chartered nondepository trust company and indirect subsidiary of LSBG and LSBG Bank, and BHB and
BHB Bank are required to file an application for NHBD approval of the indirect change in control of CTC, or the CIC
Application.

In evaluating the CIC Application, the NHBD is required to consider, among other things: (i) the business experience
of BHB and BHB Bank, including material business activities and affiliations during the past five years, as well as any
pending administrative or legal proceedings; (ii) the assets and liabilities, income statements and source and
application of funds for BHB and BHB Bank for 90 days immediately before the change in control, and for each of
the five fiscal years preceding the change in control; (iii) the material terms and conditions of the proposed change of
control; (iv) the identity, source of funds or other consideration used to effect the change in control, including any
arrangements, agreements or understandings among the parties; and (v) any plans of BHB and BHB Bank to make a
material change in the business, structure, operations, capital, or management of CTC. The NHBD will issue a
decision regarding the CIC Application, or will issue a notice that further investigation or examination is required by
public comment, hearing or otherwise, within 60 days after the CIC Application is deemed complete.

Accounting Treatment of the Merger

The merger will be accounted for using the purchase method of accounting with BHB treated as the acquirer. Under
this method of accounting, LSBG s assets and liabilities will be recorded by BHB at their respective fair values as of
the closing date of the merger and added to those of BHB. Any excess of purchase price over the net fair values of
LSBG s assets and liabilities will be recorded as goodwill. Any excess of the fair value of LSBG s net assets over the
purchase price will be recognized in earnings by BHB on the closing date of the merger. Financial statements of BHB
issued after the merger will reflect these values, but will not be restated retroactively to reflect the historical financial
position or results of operations of LSBG prior to the merger. The results of operations of LSBG will be included in
the results of operations of BHB beginning on the effective date of the merger.

Appraisal Rights

Under the General Corporation Law of the State of Delaware, or the DGCL, LSBG stockholders will not be entitled to
exercise any dissenters or appraisal rights in connection with the merger or any other matter being presented to them.

Restrictions on Sales of Shares by Certain Affiliates

The shares of BHB common stock to be issued in the merger will be freely transferable under the Securities Act of
1933, as amended, or the Securities Act, except for shares issued to any shareholder who is an affiliate of BHB as
defined by Rule 144 under the Securities Act. Affiliates consist of individuals or entities that control, are controlled by
or are under common control with BHB, and include the executive officers and directors of BHB and may include
significant shareholders of BHB.
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Stock Exchange Listing
Following the merger, the shares of BHB common stock will continue to trade on the NYSE under the symbol BHB .
Delisting and Deregistration of LSBG Common Stock After the Merger

When the merger is completed, the LSBG common stock currently listed on the NASDAQ Global Market will be
delisted from the NASDAQ Global Market and will be deregistered under the Exchange Act.

83

Table of Contents 171



Edgar Filing: BAR HARBOR BANKSHARES - Form S-4

Table of Conten

PROPOSAL II ADVISORY (NON-BINDING) VOTE ON COMPENSATION

Section 14A of the Securities Exchange Act of 1934, as amended, or the Exchange Act, which was enacted as part of
the Dodd-Frank Act, requires that LSBG provide its stockholders with the opportunity to vote to approve, on an
advisory (non-binding) basis, the payment of certain compensation that will or may become payable by LSBG to its
named executive officers in connection with the merger, as disclosed in the section of this joint proxy
statement/prospectus entitled The Merger Interests of LSBG s Directors and Executive Officers in the Merger
beginning on page 59.

LSBG is requesting its stockholders to indicate their approval of the compensation that will or may become payable
by LSBG to its named executive officers in connection with the merger. In general, the various plans and
arrangements pursuant to which these compensation payments may be made have previously formed part of LSBG s
overall compensation program for its named executive officers, and previously have been disclosed to LSBG
stockholders as part of the Compensation Discussion and Analysis and related sections of LSBG s annual proxy
statements or in other publicly available filings. These historical arrangements and the amendments made in
connection with the merger in order to facilitate the retention of certain named executive officers were adopted and
approved by LSBG s board of directors and are believed by LSBG s board of directors as necessary to achieve the
merger with BHB.

Accordingly, LSBG is seeking approval of the following resolution at the special meeting:

RESOLVED, that the stockholders of Lake Sunapee Bank Group approve, on an advisory (non-binding) basis, the
compensation that will or may become payable to Lake Sunapee Bank Group s named executive officers that is based
on or otherwise relates to the merger as disclosed pursuant to Item 402(t) of Regulation S-K in the section entitled The
Merger Interests of LSBG s Directors and Executive Officers in the Merger in Lake Sunapee Bank Group s joint proxy
statement/prospectus for the special meeting.

Stockholders should note that this proposal is not a condition to closing of the merger, and as an advisory vote, the
result will not be binding on LSBG, LSBG s board of directors or BHB. Further, the underlying plans and
arrangements are contractual in nature and not, by their terms, subject to stockholder approval. Accordingly,
regardless of the outcome of the advisory vote, if the merger is consummated, LSBG s named executive officers will
be eligible to receive the compensation that is based on or otherwise relates to the merger in accordance with the terms
and conditions applicable to the arrangements that provide for the payments or benefits.

Vote Required for Approval

The affirmative vote of holders of at least a majority of votes cast at the LSBG special meeting is required to approve,

on an advisory (non-binding) basis, the compensation payable to the named executive officers of LSBG in connection

with the merger. Abstentions and broker non-votes are not counted as votes cast and will not affect the outcome of this
proposal.

Recommendation of the LSBG Board of Directors

THE LSBG BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE FOR APPROVAL, ON
AN ADVISORY (NON-BINDING) BASIS, OF THE COMPENSATION PROPOSAL.
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THE MERGER AGREEMENT

This section of the joint proxy statement/prospectus describes the material terms of the merger agreement. The
following summary is qualified in its entirety by reference to the complete text of the merger agreement, which is
incorporated by reference into this joint proxy statement/prospectus and attached as Annex A to this joint proxy
statement/prospectus. This summary may not contain all of the information about the merger agreement that may be
important to you. You are urged to read the full text of the merger agreement. The merger agreement contains
customary representations and warranties of BHB and LSBG made to each other as of specific dates. The assertions
embodied in those representations and warranties were made solely for purposes of the agreement between BHB and
LSBG and are not intended to provide factual, business or financial information about BHB and LSBG. Moreover,
some of those representations and warranties may not be accurate or complete as of any specified date, may be
subject to a contractual standard of materiality different from those generally applicable to shareholders or different
from what a shareholder might view as material, may have been used for purposes of allocating risk between BHB
and LSBG rather than establishing matters as facts, may have been qualified by certain disclosures not reflected in
the merger agreement that were made to the other party in connection with the negotiation of the merger agreement,
and generally were solely for the benefit of the parties to that agreement.

Structure

Subject to the terms and conditions of the merger agreement, and in accordance with the DGCL and MBCA and the
regulations promulgated thereunder, at the completion of the merger, LSBG will merge with and into BHB. BHB will
be the surviving corporation in the merger and will continue its corporate existence under the laws of the state of
Maine and its name and separate corporate existence, with all of its rights, privileges, immunities, powers and
franchises, shall continue unaffected by the merger. Upon completion of the merger, the separate corporate existence
of LSBG will terminate.

Each share of BHB common stock that is issued and outstanding immediately prior to the effective time of the merger

will remain issued and outstanding as one share of common stock of the combined company and will not be affected

by the merger, and each share of LSBG common stock issued and outstanding immediately prior to the effective time

of the merger (other than shares held directly or indirectly by BHB and shares held by LSBG as treasury shares) will

be converted into the right to receive 0.4970 shares of BHB common stock, as described below in the section entitled
Consideration to be Received in the Merger.

The articles of incorporation, as amended, of BHB, or BHB s articles, will be the articles of incorporation of the
combined company, and BHB s bylaws will be the bylaws of the combined company. See Comparison of Shareholder
Rights beginning on page 100.

The merger agreement provides that BHB may, at any time prior to the effective time, change the method of effecting
the business combinations of BHB and LSBG, or BHB Bank and LSBG Bank. However, no such change may (a) alter
or change the merger consideration in any way, (b) adversely affect the tax treatment of LSBG stockholders in
connection with the merger, (c) adversely affect the tax treatment of BHB or LSBG in connection with the merger, or
(d) be reasonably likely to materially impede or delay consummation of the merger or the bank merger.

Effective Time and Timing of Closing
The merger will be completed and become effective when BHB and LSBG execute and file the articles of merger with
the Secretary of State of Maine or at such later date or time as BHB and LSBG agree and specify in the articles of

merger. Subject to the satisfaction or waiver of all conditions to closing set forth in the merger agreement, the closing
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of the merger will occur no later than 10 business days following the latest to occur of (a) the receipt of all regulatory
approvals and the expiration of any applicable waiting periods, (b) the approval of the merger by the shareholders of
BHB and LSBG, or (c) at such other date or time as BHB and LSBG may agree.

85

Table of Contents 175



Edgar Filing: BAR HARBOR BANKSHARES - Form S-4

Table of Conten

BHB and LSBG anticipate that the merger will be completed in the fourth quarter of 2016 or the first quarter of 2017.
However, completion of the merger could be delayed if there is a delay in obtaining the required regulatory approvals
or in satisfying any other conditions to the merger. There can be no assurances as to whether, or when, BHB and
LSBG will obtain the required approvals or complete the merger.

BHB and BHB Bank s Boards of Directors After the Merger

Immediately following the effective time of the merger, BHB will, and will cause BHB Bank to, expand the size of its
board of directors by four seats and will appoint four members of LSBG s board of directors, selected by BHB after
consultation with LSBG, including Steven H. Dimick, Stephen W. Ensign, and Stephen R. Theroux, to each of BHB s
and BHB Bank s board of directors, each to serve on BHB s and BHB Bank s board of directors for a term expiring at
the next annual meeting of BHB s shareholders, at which meeting each such appointee shall be included as a nominee
for election to BHB s and BHB Bank s board of directors to serve until the following annual meeting of BHB s
shareholders.

Bank Merger

The merger agreement provides that as soon as practicable after the consummation of the merger, LSBG Bank will
merge with and into BHB Bank, subject to all required regulatory approvals. BHB has caused BHB Bank and LSBG
has caused LSBG Bank to enter into an agreement and plan of merger providing for such bank merger. BHB Bank
will be the surviving entity in the bank merger and will continue in its corporate existence.

Consideration to be Received in the Merger

Upon completion of the merger, each outstanding share of LSBG common stock (other than shares held directly or
indirectly by BHB and shares held by LSBG as treasury shares) will be converted into the right to receive 0.4970
shares of BHB common stock. No fractional shares of BHB common stock will be issued to any holder of LSBG
common stock upon completion of the merger. For each fractional share that would otherwise be issued, BHB will
pay each stockholder cash (without interest) in an amount determined by multiplying the fractional share interest to
which such stockholder would otherwise be entitled by the average of the closing sales prices of one share of BHB
common stock on NYSE for the 10 trading days immediately preceding the effective time, as reported by Bloomberg.

LSBG s Equity Awards

Under the terms of the merger agreement, each unvested restricted stock award issued by LSBG and outstanding at the
effective time of the merger pursuant to the LSBG 2014 Stock Incentive Plan will fully vest as of the effective time of
the merger, and convert into the right to receive the same merger consideration that all other shares of LSBG common
stock are entitled to receive in the merger as described above under ~ Consideration to be Received in the Merger.

Exchange of Certificates; Dividends

A letter of transmittal in a form satisfactory to BHB and LSBG will be mailed as soon as practicable, but in no event
later than five business days after the closing of the merger, to each holder of record of LSBG common stock as of the
effective time of the merger. The letter of transmittal will include instructions for use in surrendering LSBG stock
certificates in exchange for the merger consideration. Upon proper surrender of stock certificates by a LSBG
stockholder to the exchange agent, together with a properly completed and duly executed letter of transmittal and any
other required documents, the LSBG stock certificates will be canceled and in exchange the stockholder will receive:
(a) a BHB stock certificate representing the number of whole shares of BHB common stock that the stockholder is
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entitled to receive under the merger agreement; and (b) a check in the amount of cash that the stockholder is entitled to
receive in lieu of any fractional shares, and for any dividends or other distributions pursuant to the merger agreement.

86

Table of Contents 177



Edgar Filing: BAR HARBOR BANKSHARES - Form S-4

Table of Conten

Prior to the effective time of the merger, BHB will (i) reserve for issuance with its transfer agent and registrar a
sufficient number of shares of BHB common stock to provide for payment of the aggregate merger consideration, and
(i1) deposit with the exchange agent an amount of cash sufficient to pay any cash in lieu of fractional shares.

LSBG stockholders are not entitled to receive any dividends or other distributions on BHB common stock declared or
made after the effective time of the merger until they have surrendered their LSBG stock certificates in exchange for
BHB stock certificates. Upon the surrender of their LSBG stock certificates, LSBG stockholders will be entitled to
receive any dividends or other distributions, without interest, which had become payable with respect to their BHB
common stock.

Representations and Warranties

The merger agreement contains representations and warranties made by and to BHB and LSBG. The statements
embodied in those representations and warranties were made for purposes of the agreement between BHB and LSBG
and are subject to important qualifications and limitations agreed to by BHB and LSBG in connection with negotiating
the terms of the merger agreement. In addition, certain representations and warranties were made as of a specified
date, may be subject to contractual standards of materiality different from what may be viewed as material to
shareholders, or may have been used for the purpose of allocating risk between BHB and LSBG rather than
establishing matters as fact. For the foregoing reasons, you should not rely on the representations and warranties as
statements of factual information. Third parties are not entitled to the benefits of the representations and warranties in

the merger agreement.

Unless otherwise indicated, each of BHB and LSBG has made representations and warranties to the other regarding,
among other things:

due organization, good standing and authority;

capitalization;

subsidiaries;

corporate power,

corporate records;

corporate authority;

corporate authorization, execution and delivery;
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regulatory approvals, no defaults;

financial statements;

SEC filings;

financial controls and procedures;

absence of certain changes or events;

absence of compensation increases (only with respect to LSBG)

absence of undisclosed liability

regulatory matters;

legal proceedings;

compliance with laws;

material contracts and defaults;
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brokers;

employee benefit plans;

labor matters;

environmental matters;

tax matters;

investment securities (only with respect to LSBG);

derivative transactions;

loans and nonperforming and classified assets;

tangible properties and leases;

intellectual property;

fiduciary accounts;

insurance;

inapplicability of antitakeover statutes or regulations; and

validity of stock issued (only with respect to BHB).
The representations and warranties of each of BHB and LSBG will expire upon the effective time of the merger. The
representations and warranties in the merger agreement are complicated and not easily summarized. You are urged to

carefully read Articles III and IV of the merger agreement attached to this joint proxy statement/prospectus as Annex
A.

Conduct of Business Pending the Merger
Conduct of Business of LSBG Pending the Merger
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Under the merger agreement, LSBG has agreed that, until the effective time of the merger or the termination of the
merger agreement, LSBG and its subsidiaries will not, except as expressly permitted by the merger agreement or with
the prior written consent of BHB:

conduct its business other than in the ordinary course consistent with past practice and prudent banking
practice and in compliance in all material respects with all applicable laws and regulations;

fail to use reasonable best efforts to preserve its business organization intact, maintain the services of current
officers and employees of LSBG, and preserve the goodwill of LSBG s customers and others with whom
business relationships exist;

issue, sell or otherwise permit to become outstanding, or authorize the creation or reservation of, any
securities or equity equivalents or enter into any agreement with respect to the foregoing;

directly or indirectly redeem, retire, purchase or otherwise acquire any shares of its capital stock;

declare or pay any dividend or other distribution on its capital stock other than (a) dividends paid by wholly
owned subsidiaries to LSBG or any other wholly owned subsidiary of LSBG, or (b) regular quarterly cash
dividends no greater than the rate paid during the fiscal quarter immediately preceding the date of the merger
agreement; and further, LSBG stockholders shall not receive two dividends for any single calendar quarter
with respect to their shares of LSBG common stock and any shares of BHB common stock that such holders
receive in exchange therefor in the merger;

effect a split, dividend, recapitalization or reclassification of its capital stock;

enter into, amend or renew any employment, consulting, severance or similar agreement or arrangement with
any director, officer, employee or consultant, or grant any salary or wage increase or
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increase any employee benefit or pay any incentive or bonus payments, except for (i) normal increases in the
ordinary course of business consistent with past practice not to exceed 3% with respect to any individual
director, officer or employee, and provided that any increases, either singularly or collectively, are consistent
with its 2016 budget, (ii) cash contributions to its pension plans in the ordinary course of business consistent
with past practice, (iii) cash contributions to supplemental retirement plans in the amounts disclosed in the
schedules to the merger agreement, and (iv) certain year-end accrued bonuses for 2016, and 2017 if closing
occurs in 2017, in the ordinary course of business consistent with past practice

hire any person as an employee or promote any employee, except (A) to satisfy existing contractual
obligations, and (B) persons hired to fill any vacancies at an annual salary of less than $50,000 and whose
employment is terminable at will;

enter into, establish, adopt, amend, modify or terminate any benefit plan, or any trust agreement related
thereto, with respect to any current or former director, officer or employee, except as required by law or the
merger agreement or to satisfy existing contractual obligations;

pay, loan or advance any amount to, or sell, transfer or lease any properties or assets to, or enter into any
other transaction with, its officers or directors or any of their immediate family members or any affiliates of
any of its officers or directors, other than (1) compensation in the ordinary course of business consistent with
past practice, (2) certain loans permitted under the merger agreement, or (3) deposit transactions;

sell, transfer, mortgage, pledge, encumber or otherwise dispose of or discontinue any of its assets, deposits,
business or properties, except in the ordinary course of business consistent with past practice and in a
transaction that, together with all other such transactions, is not material to LSBG and its subsidiaries taken
as a whole;

acquire all or any portion of the assets, business, deposits or properties of any other entity other than by way
of foreclosures or acquisitions of control in a bona fide fiduciary capacity or in satisfaction of debts
previously contracted in good faith, in each case in the ordinary and usual course of business consistent with
past practice;

make any capital expenditures other than capital expenditures in the ordinary course of business consistent
with past practice in amounts not exceeding $25,000 individually or $100,000 in the aggregate;

amend its certificate of incorporation or bylaws;

change its accounting principles, practices or methods other than as may be required by applicable laws or
regulations or by accounting principles generally accepted in the United States, or GAAP;
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enter into, amend, modify or terminate any material contract, lease or insurance policy, except in the
ordinary course of business consistent with past practice or as expressly permitted by the merger agreement;

enter into any settlement or similar agreement with respect to any action, suit, proceeding, order or
investigation to which LSBG or any of its subsidiaries is or becomes a party, which involves a payment that
exceeds $50,000 and/or would impose a material restriction on its business;

enter into any new material line of business;

materially change its material lending, investment, underwriting, risk and asset liability management and
other material banking and operating policies, except as required by applicable law, regulation or policies
imposed by any regulatory authority;

file any application or make any contract with respect to branching or site location or site relocation;

enter into any derivatives transactions, except in the ordinary course of business consistent with past
practice;
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incur any indebtedness for borrowed money (other than deposits, federal funds purchased, borrowings from
the Federal Home Loan Bank and securities sold under agreements to repurchase, in each case in the
ordinary course of business consistent with past practice) or assume, guarantee, endorse or otherwise as an
accommodation become responsible for the obligations of any other person, other than in the ordinary course
of business consistent with past practice;

(a) acquire (other than by way of foreclosures or acquisitions in a bona fide fiduciary capacity or in
satisfaction of debts previously contracted in good faith, in each case in the ordinary course of business
consistent with past practice) any debt security or equity investment other than federal funds or United States
government securities or United States government agency securities, in each case with a term of one year or
less, (b) dispose of any debt security or equity investment other than in the ordinary course of business, or
(c) restructure or materially change its investment securities portfolio or its gap position, through purchases,
sales or otherwise, or the manner in which the portfolio is classified or reported under GAAP, provided that
any acquisitions or disposals pursuant to sections (a)-(c) cannot in the aggregate exceed $10,000,000;

make, renegotiate, renew, increase, extend, modify or purchase any loan, other than in accordance with its
existing loan policies and procedures, or to satisfy existing contractual obligations; provided, however, that
BHB s prior approval is required for (i) any new residential mortgage loans in excess of $750,000, (ii) any
new origination other than residential mortgage loans in excess of $2,000,000, (iii) any additional extension
of credit to a borrower whose loan is substandard or classified, (iv) restructuring any loan, or (v) classifying
any loan as a troubled debt restructuring;

make any investment or commitment to invest in real estate or in any real estate development project other
than by way of foreclosures or acquisitions in a bona fide fiduciary capacity or in satisfaction of a debt
previously contracted in good faith, in each case in the ordinary course of business consistent with past
practice;

make or change any tax election, file any amended tax return, enter into any closing agreement, settle or
compromise any liability with respect to taxes, agree to any adjustment of any tax attribute, file any claim for
a refund of taxes, or consent to any extension or waiver of the limitation period applicable to any tax claim
or assessment;

knowingly commit any act or omission which constitutes a material breach or default under any agreement
with any governmental authority or under any material contract, lease or other material agreement or
material license to which it is a party or by which it or its properties is bound;

foreclose on or take a deed or title to any commercial real estate without first conducting a Phase I
environmental assessment of the property or foreclose on any commercial real estate if such environmental
assessment indicates the presence of a hazardous substance in amounts which would be material;
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cause or allow the loss of insurance coverage, unless replaced with coverage which is substantially similar to
that now in effect;

discharge or satisfy any lien or pay any obligation or liability, whether absolute or contingent, due or to
become due, except in the ordinary course of business consistent with normal banking practices;

knowingly take any action or fail to take any action that is intended or is reasonably likely to (A) result in
any of its representations and warranties set forth in the merger agreement being or becoming untrue in any
material respect at any time at or prior to the effective time of the merger, (B) result in any of the conditions
to the merger set forth in the merger agreement not being satisfied or (C) result in a material violation of any
provision of the merger agreement, except, in each case, as required by applicable law or regulation; or

enter into any contract with respect to, or otherwise agree or commit to do, any of these prohibited activities.
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Conduct of Business of BHB Pending the Merger

Under the merger agreement, BHB has agreed that, until the effective time of the merger or the termination of the

merger agreement, BHB and its subsidiaries will not, except as expressly permitted by the merger agreement or with

the prior written consent of LSBG:

take any action reasonably likely to (a) result in any of its representations and warranties set forth in the
merger agreement being or becoming untrue in any material respect at any time at or prior to the effective
time of the merger, (b) result in any of the conditions to the merger set forth in the merger agreement not
being satisfied, (c) prevent or impede the merger from qualifying as a reorganization within the meaning of
Section 368 of the Code, (d) adversely affect or delay its ability to perform its obligations under the merger
agreement or to consummate the transactions contemplated thereby, or (e) result in a material violation of
any provision of the merger agreement, except, in each case, as required by applicable law or regulation;

agree to take, make any commitment to take, or adopt any resolutions of its board of directors in support of,
any of the actions prohibited by the merger agreement;

enter into any material definitive merger agreement, purchase and assumption agreement or similar
document with respect to the acquisition of any other insured depository institution or its assets or the
assumption of its liabilities;

issue any additional shares of its capital stock or any securities convertible into its capital stock, except for
existing and future grants under its stock-based benefit plans;

operate its business other than in the ordinary course consistent with past practice and prudent banking
practice and in compliance in all material respects with all applicable laws and regulations; or

enter into any contract with respect to, or otherwise agree or commit to do, any of these prohibited activities.

BHB and LSBG Shareholder Meetings

BHB and LSBG have each agreed to use their best efforts to call, hold and convene a special meeting of its

shareholders as promptly as practicable within 35 days after the initial mailing of this joint proxy statement/prospectus
to their respective shareholders (and in any event to convene such meeting within 45 days after the initial mailing of
this joint proxy statement/prospectus to its shareholders) to consider and vote on the approval of the merger agreement

and any other matters required to be approved by their shareholders in order to consummate the merger. BHB and
LSBG have also each agreed to ensure that their shareholder meetings are called, noticed, convened, held and

conducted, and that all proxies solicited in connection with the meetings are solicited in compliance with applicable

law, and the respective articles of incorporation or certificate of incorporation and bylaws of each company.

Additionally, the boards of directors of BHB and LSBG have each agreed to recommend that their shareholders vote

to approve the merger agreement and the transactions contemplated thereby (including the merger) and any other
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matters required to be approved by their shareholders for consummation of the merger, except, in the case of LSBG,
as permitted by the merger agreement.

No Solicitation

LSBG has agreed that neither it nor its subsidiaries nor any of its respective directors, officers, employees, investment
bankers, financial advisors, attorneys, accountants and other agents (which we refer to as LSBG s representatives) will,
directly or indirectly:

solicit, initiate or encourage, or take any action to facilitate the making of, any inquiry or proposal that
constitutes, or is reasonably likely to lead to, an acquisition proposal;

enter into any agreement with respect to an acquisition proposal;
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participate in any discussions or negotiations regarding any acquisition proposal or furnish, or otherwise
afford access, to any person (other than BHB) any information or data with respect to LSBG or any of its
subsidiaries or otherwise relating to an acquisition proposal; or

make or authorize any statement or recommendation in support of an acquisition proposal.
LSBG must immediately cease any existing discussions or negotiations with any person (other than BHB) with
respect to any of the foregoing, and use reasonable best efforts to cause all persons (other than BHB) who have been
furnished confidential information regarding LSBG in connection with the solicitation of or discussions regarding an
acquisition proposal within the 12 months prior to the date of the merger agreement to promptly return or destroy such
information. LSBG will not release any third party from the confidentiality and standstill provisions of any agreement
to which LSBG is or may become a party, and will immediately take all steps necessary to terminate any approval that
may have been given under any such provisions authorizing any person (other than BHB) to make an acquisition
proposal.

Under the merger agreement, an acquisition proposal means any proposal or offer with respect to any of the following
(other than the transactions contemplated thereunder):

merger, consolidation, share exchange, business combination or other similar transactions;

sale, lease, exchange, mortgage, pledge, transfer or other disposition of assets and/or liabilities that constitute
a substantial portion of the net revenues, net income or assets of LSBG in a single transaction or series of
transactions;

tender offer or exchange offer for 20% or more of the outstanding shares of capital stock or the filing of a
registration statement under the Securities Act in connection therewith; or

public announcement by any person of a proposal, plan or intention to do any of the foregoing or any
agreement to engage in any of the foregoing.
If LSBG receives a bona fide unsolicited written acquisition proposal prior to its stockholder meeting that did not
result from a breach by LSBG of any of the non-solicitation provisions in the merger agreement as discussed above,
LSBG may participate in discussions or negotiations regarding the unsolicited acquisition proposal or furnish the third
party with, or otherwise afford access to the third party of, any information or data with respect to LSBG or any of its
subsidiaries or otherwise relating to the acquisition proposal if:

the LSBG board of directors first determines in good faith, after consultation with its outside legal counsel
and financial advisor, that such acquisition proposal constitutes or is reasonably likely to lead to a superior
proposal;
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LSBG has provided BHB with at least three business days prior notice of such determination, which notice
must include the name of any such third party and the material terms and conditions of any such proposal;
and

prior to furnishing or affording access to any information or data with respect to LSBG or any of its
subsidiaries or otherwise relating to an acquisition proposal, the third party enters into a confidentiality
agreement with LSBG containing terms no less favorable to LSBG than those contained in its confidentiality
agreement with BHB.
A superior proposal means any bona fide written acquisition proposal made by a third party to acquire, directly or
indirectly, including pursuant to a tender offer, exchange offer, merger, consolidation, business combination,
recapitalization, liquidation, dissolution or similar transaction, for consideration consisting of cash and/or securities,
more than 25% of the combined voting power of the shares of LSBG common stock then outstanding or all or
substantially all of the assets of LSBG and otherwise (a) on terms which the LSBG board of directors determines in
good faith, after consultation with its financial advisor, to be more favorable from a financial point of view to the
LSBG stockholders than the transactions contemplated with BHB, and (b) that
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constitutes a transaction that, in the LSBG board of directors good faith judgment, is reasonably likely to be
consummated on the terms set forth, taking into account all legal, financial, regulatory and other aspects of such
proposal.

LSBG has also agreed to provide BHB with any non-public information about LSBG or any of its subsidiaries
provided to any other person that was not previously provided to BHB, no later than the date provided to such other
person. LSBG must deliver to BHB within two business days a new notice of such superior proposal if such proposal
is revised and LSBG intends to accept it.

Prior to the date of the special meeting of stockholders and after the fifth business day following BHB s receipt of the
notice of a superior proposal, the LSBG board of directors may approve or recommend to the stockholders a superior
proposal, and withdraw, change, qualify or modify its recommendation to adopt the merger agreement with BHB if,
but only if, the LSBG board of directors determines in good faith, after consultation with its outside legal counsel and
financial advisor, that (i) failure to do so is reasonably likely to violate its fiduciary duties to the LSBG stockholders
under applicable law, and (ii) the acquisition proposal constitutes a superior proposal. However, the withdrawal,
changing, qualifying or modifying of the LSBG board of directors recommendation to adopt the merger agreement
with BHB will not change the approval of the LSBG board of directors for purposes of causing any applicable
moratorium, control share, fair price, takeover, interested shareholder or similar law to be inapplicable to the merger
agreement and the voting agreements between LSBG and BHB and the transactions contemplated thereby, including
the merger.

Employee Benefits

Following the closing of the merger, BHB may, in its sole discretion, choose to maintain any or all of LSBG s benefit
plans. No later than the day immediately preceding the closing date, LSBG shall terminate any LSBG benefit plans for
which participant consent is not required and that BHB has requested to be terminated by providing written notice to
LSBG at least 15 days prior to the closing date. No later than the day immediately preceding the closing date, LSBG
shall provide BHB with evidence that such LSBG benefit plans have been terminated.

However, for any terminated LSBG benefit plan for which there is a comparable BHB benefit plan of general
applicability (other than the defined benefit pension plan or any nonqualified deferred compensation plans or
arrangement maintained by BHB), BHB must take all reasonable action so that LSBG employees are entitled to
participate in such BHB benefit plan to the same extent as similarly-situated BHB employees. BHB will take into
account for purposes of eligibility and vesting under the BHB benefit plans, but not for purposes of benefit accrual,
the service of such employees with LSBG to the same extent as such service was credited for such purpose by LSBG.
Such service, however, will not be recognized to the extent that such recognition would result in duplicate benefits.
BHB may amend or terminate any LSBG benefit plan or BHB benefit plan in accordance with their terms at any time.
However, BHB will maintain the LSBG benefit plans (other than stock-based or incentive plans and the defined
benefit pension plan and any nonqualified deferred compensation plans or arrangements) for which there is a
comparable BHB benefit plan until the LSBG employees are permitted to participate in the BHB benefit plan, unless
such BHB benefit plan has been frozen or terminated with respect to similarly-situated BHB employees.

If LSBG employees become eligible to participate in BHB s medical, dental or health plan, BHB will make all
commercially reasonable efforts to cause each such plan to (a) waive any preexisting condition limitations to the
extent such conditions are covered under the applicable medical, health or dental plan, and (b) waive any waiting
period limitation or evidence of insurability requirement, in each case to the extent such employee satisfied any
similar limitation or requirement under an analogous LSBG benefit plan.
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BHB will provide a retention pool in an amount up to $350,000 for the benefit of certain LSBG employees to be
designated by BHB at its sole discretion in consultation with LSBG. Such designated employees will enter into
retention agreements to be agreed upon by BHB and LSBG.
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Concurrently with the execution of the merger agreement, LSBG obtained from certain of its employees a settlement
agreement to accept in full settlement of his or her rights under the specified programs the amounts and benefits set
forth in such settlement agreement. Certain officer of LSBG also entered into employment agreements with BHB and
BHB Bank.

Indemnification and Insurance
Indemnification

Under the merger agreement, BHB has agreed that all rights to indemnification and all limitations of liability existing
in favor of any director or officer of LSBG or any of its subsidiaries, as provided in LSBG s bylaws, similar governing
documents of a LSBG subsidiary or in applicable law as in effect on the date of the merger agreement with respect to
matters occurring on or prior to the effective time of the merger will survive the merger for a period of six years from
the effective time of the merger. In addition, BHB will advance expenses to the indemnified parties to the fullest

extent permitted under LSBG s bylaws as in effect on the date of the merger agreement, regardless of director approval
of such advancement of expenses.

Directors and Officers Insurance

Under the merger agreement, BHB has agreed that that for a period of six years following the effective time of the
merger each present and former director and officer of LSBG and each other person entitled to indemnification under
the bylaws of BHB shall be indemnified and held harmless for any costs or expenses, judgments, fines, losses, claims,
damages or liabilities incurred in connection with any claim, action, suit, proceeding or investigation, whether civil,
criminal, administrative or investigative, for matters existing or occurring at or prior to the effective time of the
merger, arising in whole or in part out of or pertaining to the fact that he or she was a director or officer of LSBG or is
or was serving at the request of LSBG as a director, officer, employee or other agent of any other organization or in
any capacity with respect to any employee benefit plan of LSBG, to the fullest extent which such indemnified parties
would be entitled under the LSBG bylaws as in effect on the date of the merger agreement. In addition, BHB will
advance expenses to the indemnified parties to the fullest extent permitted under LSBG s bylaws as in effect on the
date of the merger agreement, regardless of director approval of such advancement of expenses.

The Voting Agreement

Each of the directors and executive officers of LSBG have entered into a voting agreement with BHB. In the voting
agreement, the directors and executive officers agreed to vote, and granted BHB an irrevocable proxy and power of
attorney to vote, all of his or her shares of LSBG common stock in favor of the consummation of the merger or any of

the transactions contemplated by the merger agreement and against any other acquisition proposal.

Under the voting agreement, the directors and executive officers agreed not to, and not to permit any of his or her
affiliates, to:

initiate, solicit, induce or knowingly encourage, or take any action to facilitate the making of, any inquiry,
offer or proposal which constitutes, or could reasonably be expected to lead to, another acquisition proposal;
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participate in any discussions or negotiations regarding another acquisition proposal, or furnish, or otherwise
afford access, to any person (other than BHB) any information or data with respect to LSBG or any of its
subsidiaries or otherwise relating to another acquisition proposal;

enter into any agreement, agreement in principle or letter of intent with respect to another acquisition
proposal;
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solicit proxies or become a participant in a solicitation with respect to another acquisition proposal or
otherwise encourage or assist any party in taking or planning any action that would compete with, restrain or
otherwise serve to interfere with or inhibit the timely consummation of the merger in accordance with the
terms of the merger agreement;

initiate a stockholders vote or action by consent of LSBG stockholders with respect to another acquisition
proposal; or

except by reason of the voting agreement, become a member of a group with respect to any voting securities
of LSBG that takes any action in support of another acquisition proposal.
In addition, except under limited circumstances, the directors and executive officers also agreed not to sell, assign,
transfer or otherwise dispose of or encumber his or her shares of LSBG common stock while the voting agreement is
in effect. The voting agreement terminates immediately upon the earlier of the effective time of the merger, the
termination of the merger agreement in accordance with its terms, or mutual written agreement of the parties.

As of the record date, the directors and executive officers held shares of LSBG common stock, which
represented approximately % of the outstanding shares of LSBG common stock. The directors and executive
officers were not paid any additional consideration in connection with the execution of the voting agreement.

Additional Agreements

BHB and LSBG have also agreed to use their reasonable best efforts in good faith to:

take all actions necessary, proper or advisable under applicable laws to consummate the merger as soon as
practicable; and

promptly prepare and file all necessary documentation to obtain all permits, consents, approvals and
authorizations of all third parties and governmental authorities necessary to consummate the merger.
The merger agreement also contains covenants relating to cooperation in the preparation of this joint proxy
statement/prospectus and additional agreements relating to, among other things, access to information and notice of
certain matters.

Conditions to Complete the Merger

The obligations of BHB and LSBG to consummate the merger are subject to the fulfillment of the following
conditions:

BHB and LSBG having obtained all regulatory consents and approvals required to consummate the
transactions contemplated by the merger agreement and all related statutory waiting periods having expired;
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the registration statement, of which this joint proxy statement/prospectus is a part, being declared effective
and the absence of any stop order suspending that effectiveness;

the shares of BHB common stock issuable in connection with the merger being approved for listing on
NYSE;

the absence of any judgment, order, injunction or decree, or any statute, rule or regulation enacted, entered,
promulgated or enforced, preventing, prohibiting or making illegal the consummation of any of the
transactions contemplated by the merger agreement; and

BHB having received the written opinion of K&L Gates LLP and LSBG having received the written opinion
of Hogan Lovells US LLP, in each case substantially to the effect that the merger will constitute a tax free
reorganization described in Section 368(a) of the Code.
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In addition, the obligations of BHB to consummate the merger are subject to the fulfillment or written waiver, where
permissible, of the following additional conditions:

certain specified representations and warranties of LSBG set forth in the merger agreement shall be true and
correct in all respects or in all material respects, and the remainder of the representations and warranties of
LSBG shall be true and correct as of the date of the merger agreement and as of the closing date of the
merger, unless the failure of such representations and warranties to be true and correct, individually or in the
aggregate, has not had, or would not reasonably be likely to have, a material adverse effect on LSBG;

LSBG shall have performed in all material respects all obligations required to be performed by it under the
merger agreement at or prior to the closing date of the merger;

no regulatory approval shall contain any condition, restriction or requirement that the BHB board of
directors reasonably determines in good faith would, individually or in the aggregate, materially reduce the
benefits of the merger to such a degree that BHB would not have entered into the merger agreement had such
condition, restriction or requirement been known on the date of the merger agreement;

the voting agreements shall have been executed and delivered concurrently with LSBG s execution and
delivery of the merger agreement;

the merger agreement shall have been duly approved by the requisite vote of LSBG stockholders; and

LSBG shall have furnished certificates of its respective officers and such other documents to evidence

fulfillment of certain conditions set forth in the merger agreement as BHB may reasonably request.
The obligations of LSBG to consummate the merger are subject to the fulfillment or written waiver, where
permissible, of the following additional conditions:

certain specified representations and warranties of BHB set forth in the merger agreement shall be true and
correct in all respects or in all material respects, and the remainder of the representations and warranties of
BHB shall be true and correct as of the date of the merger agreement and as of the closing date of the
merger, unless the failure of such representations and warranties to be true and correct, individually or in the
aggregate, has not had, or would not reasonably be likely to have, a material adverse effect on BHB;

BHB shall have performed in all material respects all obligations required to be performed by it under the
merger agreement at or prior to the closing date of the merger;

Table of Contents 196



Edgar Filing: BAR HARBOR BANKSHARES - Form S-4

no regulatory approval shall contain any condition, restriction or requirement that the LSBG board of
directors reasonably determines in good faith would, individually or in the aggregate, materially reduce the
benefits of the merger to such a degree that LSBG would not have entered into the merger agreement had
such condition, restriction or requirement been known on the date of the merger agreement;

the merger agreement shall have been duly approved by the requisite vote of BHB shareholders; and

BHB shall have furnished certificates of its respective officers and such other documents to evidence
fulfillment of certain conditions set forth in the merger agreement as LSBG may reasonably request.
Material adverse effect when used with respect to BHB and its subsidiaries, taken as a whole, or LSBG and its

subsidiaries, taken as a whole, means any event, circumstance, development, change or effect that alone or in the
aggregate with other events, circumstances, developments, changes or effects, that is material and adverse to its
condition (financial or otherwise), results of operations, properties, assets, liabilities or business or that would
materially delay or impair its ability to perform its obligations under the merger agreement or otherwise materially
delays or impairs its ability to consummate the transactions contemplated by the merger agreement. However, material
adverse effect does not include the impact of:

changes in banking and similar laws of general applicability or interpretations thereof by governmental

authorities;
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changes in GAAP or regulatory accounting requirements applicable to insured depository institutions and
their holding companies generally;

changes in general economic conditions (including interest rates) affecting insured depository institutions
and their holding companies generally, unless such change has a materially disproportionate adverse effect
on such party relative to other similarly situated persons;

modifications or changes to valuation policies and practices in connection with the transactions
contemplated by the merger agreement or restructuring charges taken in connection with the transactions
contemplated by the merger agreement, in each case in accordance with GAAP;

reasonable expenses incurred in connection with the transactions contemplated by the merger agreement;

any action or omission taken with the prior consent of the other party or as otherwise expressly permitted by
the merger agreement; and

changes in international or domestic political or social conditions, including the occurrence of any military
or terrorist attack upon or within the United States.
Termination

The merger agreement may be terminated and the merger and the transactions contemplated by the merger agreement
abandoned as follows:

by mutual consent of the parties;

by BHB or LSBG if any regulatory approval required for consummation of the merger and the other
transactions contemplated by the merger agreement has been denied by final, nonappealable action of any
regulatory authority, or an application for regulatory approval has been permanently withdrawn at the
request of a governmental authority;

by BHB or LSBG if the approval of the shareholders of either party required for the consummation of the
merger is not obtained at a duly held shareholder meeting or at any adjournment or postponement thereof;

by BHB or LSBG if the other party materially breaches any of its representations, warranties, covenants or
other agreements set forth in the merger agreement (provided that the terminating party is not then in
material breach of any representation, warranty, covenant or other agreement contained in the merger
agreement), which breach is not cured within 30 days of written notice of the breach, or by its nature cannot
be cured prior to the closing of the merger, and such breach would entitle the non-breaching party not to
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consummate the merger;

by BHB or LSBG if the merger is not consummated by March 31, 2017, unless the failure to consummate
the merger by such date is due to a material breach of the merger agreement by the terminating;

by LSBG if its board of directors decides to accept a superior proposal in accordance with the merger
agreement party (including the obligation therein of the LSBG Board to take into account any adjusted,
modified or amended terms of this Agreement proposed by BHB);

by BHB if:

LSBG materially breaches the non-solicitation provisions in the merger agreement;

the LSBG board of directors fails to recommend adoption of the merger agreement by the LSBG
stockholders, or withdraws, modifies or changes such recommendation in a manner adverse to BHB s
interests;
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the LSBG board of directors recommends, proposes or publicly announces its intention to recommend
or propose to engage in an acquisition transaction with any person other than BHB or any of its
subsidiaries; or

LSBG fails to call, give notice of, convene and hold its special meeting;
Under the merger agreement, an acquisition transaction means (other than the transactions contemplated between
BHB and LSBG) (a) a merger, consolidation, share exchange, business combination or any similar transaction, (b) a
sale, lease, exchange, mortgage, pledge, transfer or other disposition of assets and/or liabilities that constitute a
substantial portion of net revenues, net income or assets in a single transaction or series of transactions, (c) a tender
offer or exchange offer for 20% or more of the outstanding shares of capital stock or the filing of a registration
statement under the Securities Act in connection therewith, or (d) an agreement or commitment to take any of the
foregoing actions.

by LSBG if:

BHB fails to call, give notice of, convene and hold its special meeting;

the BHB board of directors fails to recommend adoption and approval of the merger agreement by the
BHB shareholders, or withdraws, modifies or changes such recommendation in a manner adverse to
LSBG s interests; or

the LSBG board of directors so determines by a majority vote of the members of the entire board, at
any time during the five-day period commencing on the 10t day prior to the closing date of the merger
(or the immediately preceding day if shares of BHB common stock are not trading on NYSE on such
10th day), which is referred to as the determination date, if both of the following conditions are
satisfied:

the quotient obtained by dividing (i) the average of the daily closing prices for shares of BHB
common stock for the 20 consecutive full trading days on which such shares are traded on NYSE
(as reported by Bloomberg or, if not reported thereby, any other authoritative source) ending at the
close of trading on the determination date by (ii) the closing price of a share of BHB common
stock on NYSE (as reported by Bloomberg or, if not reported thereby, any other authoritative
source) on the last trading day immediately preceding the date of the first public announcement of
entry into the merger agreement, which is referred to as the BHB ratio, is less than 0.80; and

the BHB ratio is less than the quotient obtained by dividing (A) the average of the closing prices
of the SNL Bank Index for the 20 consecutive full trading days ending on the trading day prior to
the determination date by (B) the closing price of the SNL Bank Index on the last trading day
immediately preceding the date of the first public announcement of entry into the merger
agreement, and subtracting 0.20 from the quotient;
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If the LSBG board of directors exercises the termination right described immediately above, BHB will have the option
to increase the merger consideration such that the implied value of the exchange ratio would be equivalent to the
minimum implied value that would have avoided triggering the termination right described above. If BHB elects to
increase the merger consideration pursuant to the preceding sentence, no termination will occur.

Termination Fee

Under the terms of the merger agreement, LSBG must pay BHB a termination fee of $5.5 million if:

BHB terminates the merger agreement as a result of:

LSBG materially breaching the non-solicitation provisions in the merger agreement;
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the LSBG board of directors failing to recommend adoption of the merger agreement by the LSBG
stockholders, or withdrawing, modifying or changing such recommendation in a manner adverse to
BHB s interests;

the LSBG board of directors recommending, proposing or publicly announcing its intention to
recommend or propose to engage in an acquisition transaction with any person other than BHB or any
of its subsidiaries; or

LSBG failing to call, give notice of, convene and hold its special meeting;

LSBG terminates the merger agreement as a result of its board of directors deciding to accept a superior
proposal in accordance with the merger agreement; or

LSBG enters into a definitive agreement relating to an acquisition proposal or consummates an acquisition
proposal within 12 months following the termination of the merger agreement by BHB as a result of a willful
breach of any representation, warranty, covenant or other agreement by LSBG after an acquisition proposal
has been publicly announced or otherwise made known to LSBG.

Waiver and Amendment

Prior to the effective time of the merger, any provision of the merger agreement may be waived by the party benefited
by the provision, or amended or modified by a written agreement between BHB and LSBG. However, after the LSBG
special meeting and the BHB annual meeting, no amendment will be made which by law requires further approval by
the shareholders of LSBG or BHB, respectively, without obtaining such approval.

Expenses

Each party will pay all expenses it incurs in connection with the merger agreement and the related transactions,
including fees and expenses of its own financial consultants, accountants and counsel, except that BHB and LSBG
will share equally any printing expenses for this joint proxy statement/prospectus.

Specific Performance

BHB and LSBG have agreed that they are each entitled to an injunction or other equitable relief to prevent breaches of

the merger agreement and to enforce specifically the terms and provisions of the merger agreement, this being in
addition to any other remedy to which they are entitled at law or in equity.
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COMPARISON OF SHAREHOLDER RIGHTS

BHB is incorporated under the laws of the State of Maine and LSBG is incorporated under the laws of State of
Delaware. Upon completion of the merger, BHB s articles and bylaws in effect immediately prior to the effective time
of the merger will be the articles of incorporation and bylaws of the combined company. Additionally, the rights of
LSBG stockholders who receive shares of BHB common stock as a result of the merger will be governed by BHB s
articles and bylaws. The following discussion summarizes certain material differences between the rights of BHB
shareholders and LSBG stockholders, resulting from the differences in the companies respective governing documents

and Delaware and Maine law.

This discussion does not purport to be a complete statement of the rights of BHB shareholders under applicable Maine
law, BHB s articles of incorporation, as amended, and amended and restated bylaws, or the rights of LSBG
stockholders under applicable Delaware law, LSBG s amended and restated certificate of incorporation, and LSBG s
amended and restated bylaws, and is qualified in its entirety by reference to the governing corporate documents of
BHB and LSBG and applicable Maine and Delaware law. See Where You Can Find More Information beginning on

page 118.

Authorized Capital Stock

Size of Board of Directors

Table of Contents

BHB

BHB s articles of incorporation, as
amended, or the articles, authorize it
to issue up to 20,000,000 shares of
BHB common stock, par value
$2.00 per share, and 1,000,000
shares of preferred stock, no par
value. As of the record date of the
BHB special meeting, there were

shares of BHB common
stock outstanding and shares
of BHB preferred stock outstanding.

BHB s articles and amended and
restated bylaws, or the bylaws,
provide for the size of BHB s board
of directors to have at least five
members. BHB s board of directors
currently has eleven members.
Pursuant to the merger agreement,
BHB will expand the size of its
board of directors by four seats and
designate four members of the
LSBG board of directors to serve on
the combined company s board of

LSBG
LSBG s amended and restated
certificate of incorporation, or
the certificate, provides that the
authorized capital stock of
LSBG consists of 30,000,000
shares of common stock, par
value $.01 per share, and
2,500,000 shares of preferred
stock, par value $.01 per share.
As of the record date of the
LSBG special meeting, there

were shares of LSBG
common stock outstanding and
shares of LSBG

preferred stock outstanding.

LSBG s certificate and amended
and restated bylaws, or the
bylaws, provide for the size of
LSBG s board of directors to be
not less than seven directors nor
more than fifteen directors. The
number of directors shall be
stated in LSBG s bylaws, which
state that the board shall consist
of eleven members.
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directors.

BHB s board of directors is not
divided into classes.

100

LSBG s certificate and bylaws
provide that LSBG s board of
directors is classified and
divided into three classes, with
each class being elected to a
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Removal of Directors

Age Limit of Directors

Filling Vacancies on the Board of
Directors

Nomination of Director Candidates by
Shareholders

Table of Contents

BHB

LSBG

staggered three-year term. LSBG
stockholders do not have the
right to cumulate their votes in
the election of directors.

Under BHB s bylaws, a director may Under LSBG s bylaws, a director

be removed from office in the
manner prescribed by the MBCA.

Under BHB s bylaws, directors will

not be nominated for election or
re-election to the board of directors
after their 72nd birthday provided
that the full board of directors may
nominate candidates over 72 years
of age for election or re-election to
the board of directors for a single
annual term for special
circumstances as determined by the
board for the benefit of
shareholders.

Under BHB s bylaws, any vacancy
occurring in BHB s board of
directors, including newly created
directorships caused by increase in
the number of directors, may be
filled by a majority vote of the
shareholders or of the remaining
directors then in office.

BHB s bylaws establish procedures

that shareholders must follow to
nominate persons for election to
BHB s board of directors. The
shareholder making the nomination

may be removed only for cause
at a duly constituted meeting of
LSBG stockholders called
expressly for such purpose and
only by the affirmative vote of a
majority of the total votes
eligible to be cast at such
meeting.

Under LSBG s bylaws, no person
80 years of age shall be eligible
for election, reelection,
appointment, or reappointment
to the board of directors of
LSBG. No director shall serve as
such beyond the annual meeting
of stockholders of LSBG
immediately following the date
on which the director attained 80
years of age. This age limitation
does not apply to an advisory
director or director emeritus.

Under LSBG s bylaws, any
vacancy occurring in LSBG s
board of directors, and newly
created directorships resulting
from any increase in the
authorized number of directors,
shall be filled by a majority vote
of the directors then in office.

LSBG s bylaws establish
procedures that stockholders
must follow to nominate persons
for election to LSBG s board of
directors. The stockholder

must deliver written notice to BHB s making the nomination must

Clerk at the principal executive
offices of BHB between 120 and
150 days prior to the first
anniversary of the preceding year s

provide written notice, which
shall be delivered to or mailed
and received by LSBG s
Secretary at the principal
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annual meeting. However, if the executive offices of LSBG

date of the annual meeting is between 30 and 90 days prior to

advanced by more than 30 days the meeting at which such

before or delayed by more nominations would be voted on.
101

Table of Contents 206



Edgar Filing: BAR HARBOR BANKSHARES - Form S-4

Table of Conten

Table of Contents

BHB

than 60 days after such anniversary
date, notice must be delivered
between 90 and 120 days prior to
such annual meeting or the 10th day
following the day on which public
announcement of the date of such
meeting is first made.

The nomination notice must set
forth all information relating to such
person that is required to be
disclosed in solicitations of proxies
for election of directors in an
election contest, or is otherwise
required, in each case pursuant to
Regulation 14A under the Exchange

Act (including such person s written

consent to being named in the proxy
statement as a nominee and to
serving as a director if elected), and
about the shareholder giving notice
and beneficial owner, if any, on
whose behalf the nomination is
made, (i) the name and address of
such shareholder, as they appear on

LSBG

However, if less than 40 days
notice or prior public disclosure
of the date of the meeting is
given or made to stockholders,
notice by the stockholder shall
be received not later than the
close of business on the 10th day
following the day on which such
notice of the date of the meeting
was mailed or such public
disclosure was made.

Such stockholder s notice shall
set forth (a) as to each person
whom the stockholder proposes
to nominate for election or
re-election as a director, (i) the
name, age, business address and
residence address of such
person, (ii) the principal
occupation or employment of
such person, (iii) the class and
number of shares of LSBG
which are beneficially owned by
such person, and (iv) any other

BHB s books, and of such beneficial information relating to such

owner, and (ii) the class and number
of shares of BHB which are owned
beneficially and of record by such
shareholder and such beneficial
owner.

The board of directors or a
designated committee thereof may,
if the facts warrant, determine that a
nomination was not made in
accordance with the provisions of
BHB s bylaws. If the board of
directors or a designated committee
thereof does not make a
determination as to whether a
nomination was made in accordance

person that is required to be
disclosed in solicitations of
proxies for election of directors,
or as otherwise required, in each
case pursuant to Regulation 14A
under the Exchange Act, as
amended, including without
limitation such person s written
consent to being named in the
proxy statement as a nominee
and to serving as a director if
elected, and (b) as to the
stockholder giving the notice: (i)
the name and address, as they
appear on LSBG s books, of such
stockholder; and (ii) the class
and number of LSBG s capital
shares beneficially owned by
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with the provisions of the bylaws, such stockholder on the date of
the presiding officer of the annual  such stockholder notice. The
meeting shall have the power and chairman of the annual meeting

duty to do so. If the board of shall, if the facts warrant,
directors, designated committee determine and declare to the
thereof or the presiding officer, as  annual meeting that a
applicable, determines such nomination was not made in

nomination was not made in
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Shareholder Proposals
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BHB

LSBG

accordance with BHB s bylaws, then accordance with the procedures

it, he or she may disregard the

defective nomination and it shall not
be presented for action at the annual

meeting.

A special meeting of shareholders
may be called by BHB s board of
directors or upon the written
demand of the holders of not less
than 10% of the shares of stock
entitled to vote at the meeting,
unless otherwise prescribed by
statute and describing the purpose
for which it is to be held.

BHB s bylaws provide that
shareholder proposals brought
before any shareholder meeting,
excluding the election of directors
which shall be determined by a
plurality of the votes cast by the
shares entitled to vote in the
election, shall be determined by a
majority of the votes cast at the
meeting by the holders of shares
entitled to vote, unless a greater
number is required by law or BHB
articles for the action proposed.

BHB s bylaws provide that a
shareholder must deliver written
notice to BHB s Clerk at the
principal executive offices of BHB
between 120 and 150 days prior to
the first anniversary of the
preceding year s annual meeting.
However, if the date of the annual
meeting is advanced by more than
30 days before or delayed by more
than 60 days after such anniversary
date, notice must be delivered
between 90 and 120 days prior to

such annual meeting or the 10th day

prescribed by the bylaws and if
he should so determine, he shall
disregard such defective
nomination and declare so at the
annual meeting.

A special meeting of

stockholders may be called by
LSBG s chairman of the board or
the president, or a majority of

the board of directors.

LSBG s bylaws provide that
stockholder proposals brought
before any stockholder meeting
shall be determined by the
affirmative vote of a majority of
the votes cast on the matter,
unless a greater number is
required by law or LSBG s
certificate for the action
proposed.

LSBG s bylaws provide that a
stockholder must give advance
written notice to LSBG s
Secretary of any proposal for
business to be transacted at an
annual meeting of stockholders.
The notice must be in writing
and must be delivered to or
mailed and received at LSBG s
Secretary at the principal
executive offices of LSBG
between 30 and 90 days in
advance of the meeting.
However, if less than 40 days
notice or prior public disclosure
of the date of the meeting is
given or made to stockholders,
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following the day on which public  notice by the stockholder must

announcement of the date of such be received no later than the

meeting is first made. close of business on the 10th day
following the day on which such
notice of the date of the meeting
was mailed or such public

Shareholder notice for shareholder  disclosure was made.

proposals must set forth, as to
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Notice of Shareholder Meetings
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BHB

each matter such shareholder
proposes to bring before the
shareholder meeting, (a) a brief
description of the business desired
to be brought before the meeting,
the reasons for conducting such
business at the meeting, any

LSBG

Stockholder notice for
stockholder proposals must set
forth, as to each matter such
stockholders proposes to bring
before the stockholder meeting,
(a) a brief description of the
business desired to be brought

material interest in such business of before the meeting, (b) the name
such shareholder and the beneficial and address of such stockholder
owner, if any, on whose behalf the ~ proposing such business, as they
proposal is made, and the names and appear on LSBG s books, (c) the
addresses of other shareholders class and number of shares of
known by the shareholder proposing LSBG capital stock beneficially
such business to support such owned by such stockholder and
proposal, and the class and number  (d) any material interest of the
of shares of the Corporation s capital stockholder in such proposal.
stock beneficially owned by such The chairman of the annual
other shareholders; and (b) as to the meeting shall, if the facts

shareholder giving the notice and
the beneficial owner, if any, on
whose behalf the proposal is made
(i) the name and address of such

warrant, determine and declare
to the annual meeting that a
matter of business was not
properly brought before the

shareholder, as they appear on meeting in accordance with the
BHB s books, and of such beneficial bylaws and that such business
owner, and (ii) the class and number shall not be transacted.

of shares of BHB which are owned

beneficially and of record by such

shareholder and such beneficial

owner. If the board of directors,

designated committee thereof or the

presiding officer of the annual

meeting, as applicable, determines

such proposal was not made in

accordance with BHB s bylaws, then

it, he or she may disregard the

defective proposal and it shall not be

presented for action at the annual

meeting.

BHB s bylaws provide that BHB LSBG s bylaws provide that
must notify shareholders between 10 LSBG must notify stockholders
and 60 days before any shareholder between 20 and 50 days before

meeting of the place, day and hour
of the meeting and the record date
for determining the shareholders

entitled to vote at such meeting, if

any stockholder meeting of the
place, day and hour of the
meeting and the purpose or
purposes for which the meeting

such date is different than the record is called.
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BHB

BHB does not have restrictions on
Transfer of Voting Stock.

LSBG

LSBG s certificate provides that
any direct or indirect purchase or
other acquisition by LSBG of
any voting stock from any
person (other than LSBG or any
corporation of which a majority
of any class of voting stock is
owned, directly or indirectly, by
LSBG, who or which is the
beneficial owner, directly or
indirectly, of five percent or
more of the voting power of the
outstanding voting stock) or a
Significant Stockholder, who has
been the beneficial owner of
such voting stock for less than
two years prior to the date of
such purchase or other
acquisition shall, subject to the
certificate, require the
affirmative vote of the holders of
at least a majority of the total
number of outstanding shares of
voting stock, excluding in
calculating such affirmative vote
and the total number of
outstanding shares all voting
stock beneficially owned by
such Significant Stockholder.
Such affirmative vote shall be
required notwithstanding the fact
that no vote may be required, or
that a lesser percentage may be
specified, by law, but no such
affirmative vote shall be
required (i) with respect to any
purchase or other acquisition of
voting stock made as part of a
tender or exchange offer by
LSBG to purchase voting stock
on the same terms from all
holders of the same class of
voting stock and complying with
the applicable requirements of
the Exchange Act and the rules
and regulations thereunder or (ii)
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with respect to any purchase of
voting stock, where the board of
directors has determined that the
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BHB LSBG

purchase price per share of the
voting stock does not exceed the
fair market value of the voting

stock.
Indemnification of Directors and BHB s bylaws provide that BHB willLSBG s bylaws provide that
Officers indemnify, in accordance with and ~ LSBG will indemnify, in
to the full extent now or hereafter accordance with and to the full
permitted by law, subject to the extent now or hereafter

limits of applicable federal or state  permitted by law, subject to the
law and regulation, any person who limits of applicable federal or
was or is a party or is threatened to  state law and regulation, any

be made a party to any threatened,  person who was or is a party or
pending or completed action, suit or is threatened to be made a party
proceeding, whether civil, criminal, to any threatened, pending or
administrative, arbitrative or completed action, suit or
investigative by reason of the fact proceeding, and any appeal

that such person is or was a director therein, whether civil, criminal,
or officer of BHB, or by reason of  administrative, arbitrative or
the fact that such person, while a investigate (other than an action
director or officer of BHB, is or was by or in the right of LSBG) by
serving at the request of BHB asa  reason of the fact that he or she

director, officer, partner, trustee, 1s or was a director, officer,
employee or agent of another trustee, employee or agent of
domestic or foreign corporation, LSBG, or is or was serving at
limited liability company, the request of LSBG as a
partnership, joint venture, trust, director, officer, trustee,
employee benefit plan or other employee or agent of another
enterprise, against expenses corporation, association,

(including attorneys fees), liability partnership, joint venture, trust
and loss (including judgments, fines or other enterprise, against

and amounts paid in settlement) to  expenses (including attorney s
the extent actually and reasonably  fees), judgments, fines, penalties

incurred by that person in and amounts paid in settlement
connection with such action, suit or actually and reasonably incurred
proceeding; provided that such by him in connection with such

person acted in good faith and did  action, suit or proceeding, and
not reasonably believe (i) in the case any appeal therein, if he acted in

of conduct in the individual s good faith and in a manner he
capacity as director or officer, that  reasonably believed to be in or
his or her conduct was not in the not opposed to the best interests

best interest of BHB; (ii) in all other of LSBG, and, with respect to
cases, that his or her conduct was in  any criminal action or

or not opposed to the best interests ~ proceeding, had no reasonable
of BHB; and (iii) in the case of any  cause to believe his conduct was
criminal action or proceeding, that  unlawful.

his or her conduct was unlawful.
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Amendments to Articles of
Incorporation and Bylaws

Action Without a Meeting
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BHB

BHB shall indemnify a director or
officer who was wholly successful,
on the merits or otherwise, in the
defense of any proceeding to which
the director or officer was a party
because he or she was a director or
officer of BHB against reasonable

expenses, including attorneys fees,
incurred by him or her in connection

with the proceeding.

The MBCA provides that a
corporation s articles of

LSBG

LSBG s certificate provides that
no amendment, addition,

incorporation may be amended only alteration, change or repeal of
after (i) the board of directors adopts the certificate shall be made,
the proposed amendment and (ii) unless such is first proposed by
upon approval of the shareholders of the board of directors, and

all the votes entitled to be cast on
the amendment and, if any class or
series is entitled to vote as a
separate voting group on the
amendment, it requires the approval
of each separate voting group by a
majority of all the votes entitled to
be cast on the amendment by that
voting group. Subject to applicable
approval by the Superintendent of
the Maine Bureau of Financial
Institutions, alteration, amendment

or repeal of BHB s bylaws requires
the affirmative vote of a majority of

the board of directors.

Under the MBCA, action required
or permitted by the MBCA to be

thereafter approved by the
stockholders by a majority of the
total votes eligible to be cast at a
legal meeting. Article 8 of the
certificate may not be amended,
altered, changed, or repealed
unless such is first proposed by
the board of directors and
thereafter approved by the
stockholders by no less than
75% of the total votes eligible to
be cast at a legal meeting.
LSBG s bylaws may be amended
by the board of directors only
after at least two-thirds of the
directors then in office at a duly
constituted meeting of the board
of directors called for such
purpose approve such action.
The bylaws may be amended by
stockholders by the affirmative
vote of at least two-thirds of the
total votes eligible to be voted at
a duly constituted stockholders
meeting called for such purpose.

Under the DGCL, except as
otherwise provided in the

taken at a shareholders meeting may certificate, stockholders may

be taken without a meeting if the

take any action without a
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Business Combinations
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BHB

the action. The action must be
evidenced by one or more written
consents bearing the date of
signature and describing the action

taken, signed by all the shareholders

entitled to vote on the action and
delivered to the corporation for
inclusion in the minutes or filing
with the corporate records.

LSBG

forth the action to be taken and
signed by the stockholders
representing not less than the
minimum number of votes that
would be necessary to authorize
or take such action at a meeting
and delivered to the corporation
for inclusion in the book in
which proceedings of meetings
of stockholders are recorded.

Preemptive rights generally allow a shareholder to maintain its
proportionate share of ownership of a corporation by permitting the
shareholder to purchase a proportionate share of any new stock
issuances. Preemptive rights protect the shareholders from dilution of
value and control upon new stock issuances.

Under BHB s articles, no
shareholder shall have any
preemptive rights.

Under the MBCA, a corporation
may issue dividends pro rata and

without consideration. BHB s board
of directors may declare, subject to

applicable law, and BHB may pay
dividends on outstanding shares of
its capital stock.

BHB s articles are silent on related

person or interested shareholder
business combinations.

Under LSBG s certificate, no
stockholder shall have any
preemptive rights.

Under the DGCL, the board of
directors may declare and pay
dividends out of either its
surplus or net profits (if no
surplus) for the fiscal year in
which the dividends are declared
and/or the preceding fiscal year.
Holders of LSBG preferred
stock may have a priority over
the holders of the common stock
with respect to dividends.

LSBG s certificate provides that
any business combination,
defined to include (a) any
merger or consolidation of
LSBG or any subsidiary with

(i) any interested stockholder or
(ii) any other corporation
(whether or not itself an
interested stockholder) which is,
or after such merger or
consolidation would be, an
affiliate of an interested
stockholder; or (b) any sale,
lease, exchange, mortgage,
pledge, transfer or other
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a series of transactions) to or
with any interested stockholder
or any affiliate of any interested
stockholder of any assets of
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LSBG

LSBG or any subsidiary having
an aggregate fair market value of
$1,000,000 or more; or (c) the
issuance or transfer by LSBG or
any subsidiary (in one
transaction or a series of
transactions) of any securities of
LSBG or any subsidiary to any
interested stockholder or any
affiliate of any interested
stockholder in exchange for
cash, securities or other property
(or a combination thereof)
having an aggregate fair market
value of $1,000,000 or more; or
(d) the adoption of any plan or
proposal for the liquidation or
dissolution of LSBG proposed
by or on behalf of an interested
stockholder or any affiliate of
any interested stockholder; or (e)
any reclassification of securities
(including any reverse stock
split), or recapitalization of
LSBG, or any merger or
consolidation of LSBG with any
of its subsidiaries or any other
transaction (whether or not with
or into or otherwise involving an
interested stockholder) which
has the effect, directly or
indirectly, of increasing the
proportionate share of the
outstanding shares of any class
of equity or convertible
securities of LSBG or any
subsidiary which is directly or
indirectly owned by any
interested stockholder or any
affiliate of any interested
stockholder; shall require the
affirmative vote of (A) the
holders of at least 75% of the
voting power of the then
outstanding shares of capital
stock of LSBG entitled to vote
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voting together as a single class
and (B) the holders of at least a
majority of the Voting Stock,
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BHB LSBG

voting together as a single class,
excluding for purposes of
calculating both the affirmative
vote and the number of
outstanding shares of Voting
Stock all shares of Voting Stock
of which the beneficial owner is
an interested stockholder or any
affiliate of an interested
stockholder referred to in clauses
(a) through (e) in the

foregoing. Any other business
combination shall require only
such affirmative vote as is
required by law and any other
provision of the certificate, if all
of the conditions specified in
section B of Article 8§ of the
certificate are met.
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UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS

The following unaudited pro forma condensed combined financial data is based on the historical financial data of
BHB and LSBG, and has been prepared to illustrate the effects of the merger. It is also based on certain assumptions
that BHB and LSBG believe are reasonable, which are described in the notes to the unaudited pro forma condensed
combined financial statements included in this joint proxy statement/prospectus. The unaudited pro forma condensed
combined financial data does not give effect to any anticipated synergies, operating efficiencies or cost savings that
may be associated with the merger. The unaudited pro forma condensed combined income statement also does not
include any integration costs the companies may incur related to the merger as part of combining the operations of the
companies.

The results of operations data below is presented as if the merger was completed on January 1, 2016 for the three
months ended March 31, 2016, and January 1, 2015 for the year ended December 31, 2015, and the balance sheet data
below is presented as if the merger was completed on March 31, 2016.

For purposes of the pro forma financial information, the fair value of BHB common stock to be issued in connection
with the merger is was based on BHB s closing price of $33.22 as of March 31, 2016.

This data should be read in conjunction with the BHB and LSBG historical consolidated financial statements and
accompanying notes in BHB s and LSBG s respective Quarterly Reports on Form 10-Q as of and for the three months
ended March 31, 2016, and BHB s and LSBG s respective Annual Reports on Form 10-K, as amended, as of and for
the year ended December 31, 2015.

BHB has not performed the detailed valuation analysis necessary to determine the fair market values of LSBG s assets
to be acquired and liabilities to be assumed. Accordingly, the unaudited pro forma condensed combined financial data
does not include an allocation of the purchase price, unless otherwise specified. The pro forma adjustments included

in this joint proxy statement/prospectus are subject to change depending on changes in interest rates and the
components of assets and liabilities, and as additional information becomes available and additional analyses are
performed. The final allocation of the purchase price will be determined after the merger is completed and after
completion of thorough analyses to determine the fair value of LSBG s tangible and identifiable intangible assets and
liabilities as of the date the merger is completed. Increases or decreases in the fair values of the net assets as compared
with the information shown in the unaudited pro forma condensed combined financial data may change the amount of
the purchase price allocated to goodwill and other assets and liabilities, and may impact BHB s statement of operations
due to adjustments in yield and/or amortization of the adjusted assets or liabilities. Any changes to LSBG s
stockholders equity, including results of operations from March 31, 2016 through the date the merger is completed,
will also change the purchase price allocation, which may include the recording of a lower or higher amount of
goodwill. The final adjustments may be materially different from the unaudited pro forma adjustments presented in
this joint proxy statement/prospectus.

BHB anticipates that the merger with LSBG will provide the combined company with financial benefits that include
reduced operating expenses. The pro forma information, while helpful in illustrating the financial characteristics of the
combined company under one set of assumptions, does not reflect the benefits of expected cost savings or
opportunities to earn additional revenue and, accordingly, does not attempt to predict or suggest future results. It also
does not necessarily reflect what the historical benefits of the combined company would have been had the two
companies been combined during these periods.

The unaudited pro forma shareholders equity and net income are qualified by the statements set forth under
this caption and should not be considered indicative of the market value of BHB common stock or the actual or
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forma information presented.
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Unaudited Pro Forma Condensed Combined Statements of Financial Condition

As of March 31, 2016

Assets

Cash and cash equivalents

Securities available for sale, at fair value
Federal Home Loan Bank stock

Loans held for sale

Loans

Loan credit mark

Allowance for loan losses

Loans, net of allowance for loan losses
Premises and equipment, net
Goodwill

Other intangibles

Bank owned life insurance

Other assets

TOTAL ASSETS

Liabilities

Deposits

Borrowings
Subordinated debentures
Other liabilities

TOTAL LIABILITIES

Shareholders equity
Capital stock

Surplus
Retained earnings

Accumulated other comprehensive income:

Prior service cost and unamortized net
actuarial losses on employee benefit plans,
net of tax

Net unrealized appreciation on securities
available for sale, net of tax

Portion of OTTT attributable to non-credit
gains, net of tax

Net unrealized depreciation on derivative
instruments, net of tax

Table of Contents

BHB
Historical

7,345
532,919
23,051

0
1,006,562

(9,814)
996,748
22,136
4,935
0
23,972
11,387
$1,622,493
962,575
487,253
5,000
7,071

1,461,899

13,577
21,873
125,037

(417)
9,166
401

(2,085)

LSBG
Historical

38,667
170,290
12,203
1,244
1,225,007
(4,125)
(8,695)

1,212,187
24,870
44,576

7,476
31,061
20,657

$1,563,231
1,141,486
223,609
36,891
21,564

1,423,550

88
80,316
69,640

0
(2,249)
0

0

Pro Forma

Adjustments

(12,000)

6,771
(9,375)
8,695

6,091
1,400
(7,736)
11,456

(3,074)

$ (3,863)

1,312

997
(3,600)

4,010

2,719

8,243
51,987
(74,925)

(D

2)
3)
3)

4
S))
(6)

)

®)
9
(10)
1D

12)
(12)
(12)

Pro Forma
Combined

34,012
703,209
35,254
1,244
2,238,340
(13,500)
(9,814)

2,215,026
48,406
41,775
18,932
55,033
28,970

$ 3,181,861

2,105,373
711,859
38,291
32,645

2,888,168

21,908
154,176
119,752

417)
6,917
401

(2,085)
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Total accumulated other comprehensive
income

Unearned restricted stock
Less: treasury stock

TOTAL SHAREHOLDERS EQUITY

TOTAL LIABILITIES AND
SHAREHOLDERS EQUITY

As of March 31, 2016

Total shares outstanding

New shares issued

Total shares outstanding, pro forma
Book value per share

Table of Contents

7,065

0
(6,958)

160,594
$ 1,622,493
6,011,008
6,011,008

$ 26.72

112

(2,249)

(1,363)
(6,751)

139,681

$1,563,231

$

1,363
6,751

(6,581)

3,863)

4,165,711
4,165,711

(12)
(12)

$

$

4,816

0

(6,958)

293,694

3,181,861

10,176,719
28.86
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Unaudited Pro Forma Condensed Combined Income Statements
Three Months Ended March 31, 2016

(in thousands, except per share data)

BHB LSBG Pro Forma

Historical Historical Adjustments
Interest and dividend income:
Interest and fees on loans $ 10,083 $ 11,526 $ (512) 2)
Interest and dividends on securities and
FHLB stock 4,081 896
Total interest and dividend income 14,164 12,422 (512)
Interest expense:
Deposits 1,577 932 (298) (8)
Borrowings 1,197 450 (294) )
Subordinated debentures 54 477 66 (10)
Total interest expense 2,828 1,859 (527)
Net interest income 11,336 10,563 15
Provision for loan losses 465 111
Net interest income after provision for
loan losses 10,871 10,452 15
Non-interest income:
Trust and other financial services 948 2,052
Service charges on deposit accounts 211 1,416
Debit card income 400 0
Net securities gains 1,436 0
Insurance 0 537
Other operating income 333 576
Total non-interest income 3,328 4,581
Non-interest expense:
Salaries and employee benefits 5,017 6,221
Occupancy and equipment expense 1,158 1,502 12 “4)
Amortization of intangibles 1 346 562 (6)
Debit card expenses 117 0
FDIC insurance assessments 217 238
Other operating expense 1,487 3,235
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Pro Forma
Combined

$ 21,097

4,977

26,074

2,211
1,353
597

4,160

21,914
576

21,338

3,000
1,627
400
1,436
537
909

7,909

11,238
2,672
909
117
455
4,722
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Total non-interest expense

Income before income taxes
Income taxes

Net income

Net income available to common
stockholders

Per Common Share Data:
Basic earnings per share

Diluted earnings per share

Weighted Average Shares

Outstanding:
Basic

Diluted

Table of Contents

7,997

6,202
1,796

4,406

4,406

0.73

0.72

6,009,198
6,081,024

11,542

3,491

1,022

$ 2,469

$ 2,441

$ 1.08

$ 1.08

8,245,233
8,255,826

113

573

(559)
(196) (13)

$ (363)

$ (363)

4,079,522
4,090,115

20,112

9,134

2,622

6,512

6,484

0.64

0.63

10,174,909
10,246,735
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Unaudited Pro Forma Condensed Combined Income Statements
Twelve Months Ended December 31, 2015

(in thousands, except per share data)

BHB LSBG Pro Forma Pro Forma
Historical Historical Adjustments Combined

Interest and dividend income:
Interest and fees on loans $ 39,303 $ 46,227 $ (2,049) 2) $ 83,481
Interest and dividends on securities and
FHLB stock 15,921 1,906 17,827
Total interest and dividend income 55,224 48,133 (2,049) 101,308
Interest expense:
Deposits 6,097 3,913 (1,194) ®) 8,816
Borrowings 4,089 1,089 (997) ©) 4,181
Subordinated debentures 204 1,867 263 (10) 2,334
Total interest expense 10,390 6,869 (1,927) 15,332
Net interest income 44,834 41,264 (122) 85,976
Provision for loan losses 1,785 1,056 2,841
Net interest income after provision for
loan losses 43,049 40,208 (122) 83,135
Non-interest income:
Trust and other financial services 3,888 8,468 12,356
Service charges on deposit accounts 892 5,818 6,710
Debit card income 1,694 0 1,694
Net securities gains 1,334 205 1,539
Insurance and brokerage service 0 1,452 1,452
Other operating income 1,171 2,681 3,852
Total non-interest income 8,979 18,624 27,603
Non-interest expense:
Salaries and employee benefits 17,884 24,208 42,092
Occupancy and equipment expense 4,569 6,225 47 4) 10,841
Amortization of intangibles 4 1,510 2,121 (6) 3,635
Debit card expenses 452 0 452
FDIC insurance assessments 833 926 1,759
Other operating expense 7,166 13,336 20,502
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Total non-interest expense 30,908 46,205 2,168 79,281
Income before income taxes 21,120 12,627 (2,290) 31,457
Income taxes 5,967 3,598 (801) (13) 8,764
Net income $ 15,153 $ 9,029 $ (1,488) $ 22,694
Net income available to common

stockholders $ 15,153 $ 8,878 $ (1,488) $ 22,543
Per Common Share Data:

Basic earnings per share $ 2.53 $ 0.29 $ 2.22
Diluted earnings per share $ 2.50 $ 0.29 $ 2.20
Weighted Average Shares

Outstanding:

Basic 5,980,245 8,286,289 (4,120,578) 10,145,956
Diluted 6,060,257 8,290,984 (4,125,273) 10,225,968
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FOOTNOTES TO THE UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL

STATEMENTS

(In Thousands)

Cash & cash equivalents-merger related expenses

Adjustment to record loan portfolio at fair value-loan rate mark
(amortization over 3.3 years; weighted average life of loan portfolio)

Adjustments to record loan portfolio at fair value-loan credit mark
Loan credit mark, gross
Less existing credit mark LSBG

Incremental additional loan mark
Elimination of LSBG existing allowance for loan loss

Adjustments to record premises and equipment at fair value,

net (Additional depreciation expense included in net

occupancy. Amortization based on an estimated average life of 30
years)

Excess of purchase price less LSBG tangible equity, net fair value
adjustments and creation of core deposit intangible ( CDI ) and
customer list intangible

Deal value

Less: Lake Sunapee tangible book value

Lake Sunapee transaction costs incurred pre-closing, after tax

Premium to tangible book value

Net fair value adjustments

Allocation of incremental intangibles to CDI and customer list
intangible

Deferred tax liability on incremental CDI and customer list intangible

Goodwill
Less: existing intangibles

Incremental goodwill

Table of Contents

Income Statement
Twelve Three
Months Months

12/31/2015 3/31/2016

Balance
Sheet
3/31/2016
$ (12,000)

$ 6,771 $(2,049) § (512)

$ (13,500)
4,125
$ (9,375)

$ 8,695

$ 1,400 $ 47 $ 12

$ 138,385
(87,629)
6,715

57,471
(5,708)

(11,456)
4,010

44,316
(52,052)

$ (7,736)
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Adjustment to record Core Deposit Intangible ( CDI ) and customer list
intangible

Estimated CDI at 2% of LSBG s non time deposits

Estimated customer list intangible

Total estimated CDI and customer list intangible
Less: Existing CDI and customer list intangible

Incremental CDI and customer list intangible

Amortization of CDI using a 10 yr amortization period and
sum-of-the-years-digits amortization method

Amortization of customer list intangible using a 7 yr amortization
period and sum-of-the-years-digits amortization method

Less: existing amortization on books of LSBG

Total incremental intangible amortization
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16,164
2,768

18,932
(7,476)

11,456

$ 2,939

692
(1,510)

$ 2,121

$

735

173
(346)

562
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FOOTNOTES TO THE UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL

STATEMENTS (continued)

Balance
Sheet

3/31/2016
Current/deferred income taxes created as a result of purchase
accounting adjustments at 35% tax rate $ (3,074)
Adjustments to record time deposits at fair value $ 1,312
Additional interest expense included on deposits
Amortization based on an estimated life of 1.1 years
Adjustments to record borrowings at fair value
Estimated fair value of borrowings $ 997
Additional interest expense included on borrowings
Amortization based on an estimated life of 0.8 years
Adjustments to record subordinated debt at fair value $ (3,600)
Additional interest expense included on subordinated debentures
Amortization based on an estimated life of 13.7 years
Deferred tax liability on CDI and customer list intangible (35% tax
rate) $ 4,010
Elimination of LSBG s capital stock and issuance of 4,165,711 shares
of BHB stock, $2 par as consideration 8,243
Elimination of LSBG surplus and recording of deal value in excess
of par value in BHB stock as new surplus 51,987
Eliminate LSBG retained earnings, record vesting and expensing of
unearned restricted stock and expensing of BHB merger related costs (74,925)
Vesting of unearned restricted stock upon change of control 1,363
Retirement of LSBG treasury stock 6,751
Net adjustments to shareholders equity $ (6,581)

Adjustment to income tax provision (benefit) To reflect the income
tax effect of pro forma adjustments at 35%
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Income Statement
Twelve Three
Months Months

12/31/2015 3/31/2016

$(1,194)  $  (298)

$ 997) § (294)

$ 263 $ 66

$ (801) $ (196)
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LEGAL MATTERS

The validity of the shares of BHB common stock to be issued in the merger will be passed upon for BHB by Eaton
Peabody P.A. K&L Gates LLP and Hogan Lovells US LLP will deliver opinions to BHB and LSBG, respectively, as
to certain federal income tax consequences of the merger. See The Merger Material U.S. Federal Income Tax
Consequences of the Merger beginning on page 79.

EXPERTS

The consolidated financial statements of BHB incorporated into this joint proxy statement/prospectus and registration
statement by reference to BHB s Annual Report on Form 10-K, as amended, for the year ended December 31, 2015, to
the extent and for the period set forth in their respective reports, have been so incorporated in reliance on the reports of
RSM US LLP and KPMG LLP, each an independent registered public accounting firm, given on the authority of said
firms as experts in accounting and auditing.

The consolidated financial statements of LSBG incorporated into this joint proxy statement/prospectus and

registration statement by reference to LSBG s Annual Report on Form 10-K for the year ended December 31, 2015, to
the extent and for the period set forth in their report, have been so incorporated in reliance on the reports of Baker
Newman + Noyes LLC and Shatswell, MacLeod & Company, P.C., each an independent registered public accounting
firm, given on the authority of each firm as experts in accounting and auditing, respectively.

FUTURE SHAREHOLDER PROPOSALS
LSBG

In view of the pending merger with BHB, LSBG intends to hold its 2017 annual meeting of stockholders only if the
merger is not completed. If such a meeting is held, stockholder proposals will only be considered for inclusion in
LSBG s proxy statement for the 2017 annual meeting if they (a) are submitted to LSBG s Secretary at Lake Sunapee
Bank Group, 9 Main Street, P.O. Box 9, Newport, New Hampshire 03773, not later than the close of business on
November 28, 2016, and (b) concern a matter that may properly be considered and acted upon at the annual meeting in
accordance with law and the rules of the SEC, including Rule 14a-8 under the Exchange Act.

If a stockholder wishes to submit a proposal for presentation at the 2017 annual meeting, without including such
proposal in the proxy materials, the stockholder must deliver timely notice thereof in writing to the Secretary. To be
timely, the notice must be received not less than 30 days nor more than 90 days prior to the date of the 2017 Annual
Meeting; provided, however, that in the event that less than 40 days notice or prior public disclosure of the date of the
2017 annual meeting is given or made to stockholders, notice by the stockholders to be timely must be received not
later than the close of business on the 10th day following the day on which notice of the date of the 2017 annual
meeting was mailed or public disclosure was made. The stockholder s written notice must contain certain information
specified in LSBG s bylaws.

BHB

If the merger is completed, LSBG stockholders will become shareholders of BHB. BHB currently intends to hold a
regularly scheduled annual meeting of shareholders in 2017. To be included in BHB s 2017 annual meeting,
shareholder proposals will only be considered for inclusion in BHB s proxy statement for the 2017 annual meeting if
they (a) are submitted to Marsha C. Sawyer, Clerk, Bar Harbor Bankshares, 82 Main Street, Bar Harbor, ME 04609,
not later than the close of business on December 19, 2016, and (b) concern a matter that may properly be considered

Table of Contents 235



Edgar Filing: BAR HARBOR BANKSHARES - Form S-4

and acted upon at the annual meeting in accordance with law and the rules of the SEC, including Rule 14a-8 under the
Exchange Act.

117

Table of Contents 236



Edgar Filing: BAR HARBOR BANKSHARES - Form S-4

Table of Conten

In addition, BHB bylaws provide that BHB will consider nominees for election to the board recommended by
shareholders if made in the same manner provided for under BHB bylaws with regard to typical shareholder
proposals. These procedures require in part, that to be timely, a shareholder s notice shall be delivered to the Clerk at
BHB s principal executive offices no later than the close of business of the 120th day nor earlier than the close of
business on the 150t day prior to the first anniversary of the preceding year s Annual Meeting. Such shareholder s
notice shall set forth (a) as to each person whom the shareholder proposes to nominate for election or re-election as a
director, all information relating to such person that is required to be disclosed in solicitations of proxies for election
of directors in an election contest, or is otherwise required, in each case pursuant to Regulation 14A under the
Exchange Act (including such person s written consent to being named in the proxy statement as a nominee and to
serving as a director if elected); (b) as to any other business that the shareholder proposes to bring before the meeting,
a brief description of the business desired to be brought before the meeting, the reasons for conducting such business
at the meeting, any material interest in such business of such shareholder and the beneficial owner, if any, on whose
behalf the proposal is made, and the names and addresses of other shareholders known by the shareholder proposing
such business to support such proposal, and the class and number of shares of BHB capital stock beneficially owned
by such other shareholders; and (c) as to the shareholder giving the notice and the beneficial owner, if any, on whose
behalf the nomination or proposal is made (i) the name and address of such shareholder, as they appear on BHB
books, and of such beneficial owner, and (ii) the class and number of shares of BHB common stock, which are owned
beneficially and of record by such shareholder and such beneficial owner.

HOUSEHOLDING OF PROXY MATERIALS

The SEC has adopted rules that permit companies and intermediaries (e.g., brokers) to satisfy the delivery
requirements for proxy statements and annual reports with respect to two or more shareholders sharing the same
address by delivering a single proxy statement addressed to those shareholders. This process, which is commonly
referred to as householding, potentially means extra convenience for shareholders and cost savings for companies.

This year, a number of brokers with account holders who are shareholders of BHB or LSBG will be householding the

proxy materials. A single joint proxy statement/prospectus will be delivered to multiple shareholders sharing an

address, unless contrary instructions have been received from the affected shareholders. Once you have received

notice from your broker that they will be householding communications to your address, householding will continue

until you are notified otherwise or until you revoke your consent. If, at any time, you no longer wish to participate in
householding and would prefer to receive a separate proxy statement and annual report, please notify your broker.

Shareholders who currently receive multiple copies of the proxy statement at their addresses and would like to request
householding of their communications should contact their brokers.

WHERE YOU CAN FIND MORE INFORMATION

BHB and LSBG file annual, quarterly and current reports, proxy statements and other information with the SEC. You
may read and copy any reports, statements or other information on file with the SEC at the SEC s public reference
room located at 100 F Street, N.E., Washington, D.C. 20549. You may obtain information on the operation of the
public reference room by calling the SEC at 1-800-SEC-0330. SEC filings are also available to the public at the SEC s
website at www.sec.gov.

BHB has filed a registration statement on Form S-4 to register with the SEC the shares of BHB common stock that
LSBG stockholders will receive in the merger. This joint proxy statement/prospectus is part of BHB s registration
statement on Form S-4, and is a prospectus of BHB and a joint proxy statement of LSBG and BHB for their respective
special meetings.
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The SEC permits BHB and LSBG to

incorporate by reference information into this joint proxy statement/prospectus.

This means that BHB and LSBG can disclose important information to you by referring to another document filed
separately with the SEC. The information incorporated by reference is considered a part of this joint proxy
statement/prospectus, except for any information superseded by information contained directly in this joint proxy
statement/prospectus or by information contained in documents filed with or furnished to the SEC after the date of this
joint proxy statement/prospectus that is incorporated by reference into this joint proxy statement/prospectus.

This joint proxy statement/prospectus incorporates by reference the documents set forth below that have been
previously filed with the SEC. These documents contain important information about BHB and LSBG and their

financial conditions.

BHB SEC Filings (SEC File Number 001-13349)
Annual Reports on Form 10-K

Quarterly Report on Form 10-Q
Current Reports on Form 8-K

Description of BHB common stock contained in BHB s
registration statement on Form 8-A, filed September 10,
1997, and any amendment or report filed for the purpose of
updating such description.

BHB Proxy Statement on Schedule 14A, filed March 23,
2016 (excluding those portions that are not incorporated by
reference into our Annual Report on Form 10-K)

LSBG SEC Filings (SEC File Number 000-17859)
Annual Reports on Form 10-K
Quarterly Report on Form 10-Q

Current Reports on Form §-K

Description of LSBG common stock contained in LSBG s
registration statement on Form 8-A, filed August 3, 1999,
and any amendment or report filed for the purpose of
updating such description.

Table of Contents

Period or Date Filed
Year ended December 31, 2015, filed March 14, 2016

Quarter ended March 31, 2016, filed May 6, 2016

Filed January 19, 2016, April 19, 2016, May 5, 2016,
May 9, 2016, May 18, 2016, May 19, 2016 and

June 16, 2016 (other than the portions of those
documents not deemed to be filed)

Period or Date Filed
Year ended December 31, 2015, filed March 15, 2016

Quarter ended March 31, 2016, filed May 10, 2016

Filed March 14, 2016, May 5, 2016, May 9, 2016 and
May 16, 2016 (other than the portions of those
documents not deemed to be filed)
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LSBG Proxy Statement on Schedule 14A, filed March 28,

2016 (excluding those portions that are not incorporated by

reference into our Annual Report on Form 10-K)

In addition, BHB and LSBG also incorporate by reference additional documents that either company may file with the
SEC under Section 13(a), 13(c), 14 or 15(d) of the Exchange Act, between the date of this joint proxy
statement/prospectus and the date of the BHB special meeting or the LSBG special meeting, as the case may be. These
documents include Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current
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Reports on Form 8-K and proxy statements. To the extent that any information contained in any Current Report on
Form 8-K, or any exhibit to such report, was furnished to, rather than filed with, the SEC, such information or exhibit
is not specifically incorporated by reference into this joint proxy statement/prospectus.

Documents incorporated by reference are available from BHB and LSBG, without charge, excluding all exhibits
unless an exhibit has been specifically incorporated by reference into this joint proxy statement/ prospectus. You can
obtain documents incorporated by reference into this joint proxy statement/prospectus by requesting them in writing
or by telephone from the appropriate company at the following addresses and telephone numbers:

Bar Harbor Bankshares Lake Sunapee Bank Group
82 Main Street 9 Main Street
Bar Harbor, Maine 04609 P.O. Box 9
Attention: Marsha C. Sawyer, Clerk Newport, New Hampshire 03773
(207)288-2639 Attention: Laura Jacobi, CFO
www.bhbt.com (603)863-0886
( Shareholder Relations tab) www.lakesunbank.com

( Investor Relations tab)
Neither BHB nor LSBG has authorized anyone to give any information or make any representation about the merger
or the special meetings that is different from, or in addition to, that contained in this joint proxy statement/prospectus
or in any of the materials that are incorporated by reference into this joint proxy statement/prospectus. Therefore, if
anyone gives you information of this sort, you should not rely on it. This joint proxy statement/prospectus does not
constitute an offer to sell, or a solicitation of an offer to purchase, the securities offered by this joint proxy
statement/prospectus, or the solicitation of a proxy, in any jurisdiction to or from any person to whom or from whom
it is unlawful to make such offer, solicitation of an offer or proxy solicitation in such jurisdiction. Neither the delivery
of this joint proxy statement/prospectus nor any distribution of securities pursuant to this joint proxy
statement/prospectus shall, under any circumstances, create any implication that there has been no change in the
information set forth or incorporated into this joint proxy statement/prospectus by reference or in our affairs since the
date of this joint proxy statement/prospectus. The information contained in this joint proxy statement/prospectus with
respect to BHB was provided by BHB, and the information contained in this joint proxy statement/prospectus with
respect to LSBG was provided by LSBG. The information contained in this joint proxy statement/prospectus speaks
only as of the date of this joint proxy statement/prospectus unless the information specifically indicates that another
date applies.
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Annex A Agreement and Plan of Merger

AGREEMENT AND PLAN OF MERGER
DATED AS OF MAY 5, 2016
BY AND BETWEEN
BAR HARBOR BANKSHARES
AND

LAKE SUNAPEE BANK GROUP
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This AGREEMENT AND PLAN OF MERGER (this Agreement ) is dated as of May 5, 2016, by and between Bar
Harbor Bankshares, a Maine corporation ( BHB ), and Lake Sunapee Bank Group, a Delaware corporation ( LSBG ).

WITNESSETH

WHEREAS, the Board of Directors of BHB and the Board of Directors of LSBG have each (i) determined that this
Agreement and the business combination and related transactions contemplated hereby are in the best interests of their
respective entities and shareholders; (ii) determined that this Agreement and the transactions contemplated hereby are
consistent with and in furtherance of their respective business strategies; and (iii) approved this Agreement;

WHEREAS, in accordance with the terms of this Agreement, LSBG will merge with and into BHB, and BHB shall
be the surviving entity (the Merger );

WHEREAS, as a material inducement to BHB to enter into this Agreement, each of the directors and certain
executive officers of LSBG have entered into a voting agreement with BHB dated as of the date hereof (a Voting
Agreement ), substantially in the form attached hereto as Exhibit A, pursuant to which each such director or executive
officer has agreed, among other things, to vote all shares of LSBG Common Stock (as defined herein) owned by such
person in favor of the approval of this Agreement and the transactions contemplated hereby, upon the terms and
subject to the conditions set forth in such agreement;

WHEREAS, the parties intend for the Merger to qualify as a reorganization within the meaning of Section 368(a) of
the Internal Revenue Code of 1986, as amended (the Code ), and that this Agreement be and hereby is adopted as a
plan of reorganization within the meaning of Sections 354 and 361 of the Code; and

WHEREAS, the parties desire to make certain representations, warranties and agreements in connection with the
transactions described in this Agreement and to prescribe certain conditions thereto.

NOW, THEREFORE, in consideration of the mutual promises herein contained and for other good and valuable
consideration, the receipt and sufficiency of which is hereby acknowledged, the parties hereto agree as follows:

ARTICLE 1
THE MERGER

Section 1.01 Terms of the Merger. Subject to the terms and conditions of this Agreement, at the Effective Time,

LSBG shall merge with and into BHB, and BHB shall be the surviving entity (hereinafter sometimes referred to as the
Surviving Corporation ) and shall continue to be governed by the laws of the State of Maine and its name and separate

corporate existence, with all of its rights, privileges, immunities, powers and franchises, shall continue unaffected by

the Merger. As part of the Merger, shares of LSBG Common Stock shall, at the Effective Time, be converted into the

right to receive the Merger Consideration pursuant to the terms of Article II.

Section 1.02 Bank Merger. Concurrently with or as soon as practicable after the execution and delivery of this
Agreement, Bar Harbor Bank & Trust ( Bar Harbor Bank ), a wholly owned subsidiary of BHB, and Lake Sunapee
Bank, fsb ( Lake Sunapee Bank ), a wholly owned subsidiary of LSBG, shall enter into the Plan of Bank Merger (the

Plan of Bank Merger ), substantially in the form attached hereto as Exhibit B, pursuant to which Lake Sunapee Bank
will merge with and into Bar Harbor Bank, and Bar Harbor Bank shall be the surviving institution (the Bank Merger ).
The parties intend that the Bank Merger will become effective simultaneously with or immediately following the
Effective Time.
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Section 1.03 Tax Consequences. It is intended that the Merger shall constitute a reorganization within the meaning of
Section 368(a) of the Code, and that this Agreement shall constitute a plan of reorganization as that term is used in
Sections 354 and 361 of the Code. From and after the date of this Agreement and until the Closing, each party hereto
shall use its reasonable best efforts to cause the Merger to qualify, and will not knowingly take any action, cause any
action to be taken, fail to take any action or cause any action to fail to be taken, which action or failure to act would
reasonably be expected to prevent the Merger from qualifying as a reorganization under Section 368(a) of the Code.
LSBG and BHB each hereby agree to deliver a certificate substantially in compliance with IRS published advance
ruling guidelines, with customary exceptions and modifications thereto, to enable its counsel to deliver the legal
opinion contemplated by Section 6.01(e).

Section 1.04 Articles of Incorporation and Bylaws. The Articles of Incorporation, as amended, of BHB, as in effect
immediately prior to the Effective Time, shall be the Articles of Incorporation of the Surviving Corporation until
thereafter amended in accordance with applicable law. The Amended and Restated Bylaws of BHB, as in effect
immediately prior to the Effective Time, shall be the Bylaws of the Surviving Corporation until thereafter amended in
accordance with applicable law.

Section 1.05 Directors of Surviving Corporation After Effective Time. Subject to Section 5.18, immediately after the
Effective Time, until their respective successors are duly elected or appointed and qualified, the directors of the
Surviving Corporation shall consist of the directors of BHB serving immediately prior to the Effective Time.

Section 1.06 Effect of the Merger. At the Effective Time, the effect of the Merger shall be as provided under the
Maine Business Corporation Act (the MBCA ), and the regulations promulgated thereunder. Without limiting the
generality of the foregoing, and subject thereto, at the Effective Time, the separate corporate existence of LSBG shall
cease and all of the rights, privileges, powers, franchises, properties, assets, debts, liabilities, obligations, restrictions,
disabilities and duties of LSBG shall be vested in and assumed by BHB.

Section 1.07 Effective Date and Effective Time: Closing.

(a) Subject to the terms and conditions of this Agreement, BHB will make all such filings as may be required to
consummate the Merger by applicable laws and regulations. The Merger shall become effective at such time as the
Articles of Merger are duly filed with the Secretary of the State of Maine or at such later date or time as BHB and
LSBG agree and specify in the Articles of Merger (the date and time the Merger becomes effective being the Effective
Time ).

(b) The closing of the Merger (the Closing ) shall take place at 10:00 a.m., Eastern time on the Closing Date (as
defined below), at the principal offices of K&L Gates LLP in Boston, MA, or such other place or at such other time on
the Closing Date as the parties may mutually agree upon. At the Closing, there shall be delivered to BHB and LSBG
the certificates and other documents required to be delivered under Article VI hereof. Subject to the satisfaction or
waiver of all conditions to closing contained in Article VI hereof, the Closing shall occur no later than ten Business
Days following the latest to occur of (i) the receipt of all Regulatory Approvals, and the expiration of any applicable
waiting periods, (ii) the approval of the Merger by the stockholders of BHB and by the stockholders of LSBG, or

(iii) at such other date or time upon which BHB and LSBG mutually agree (the Closing Date ).

Section 1.08 Alternative Structure. BHB may, at any time prior to the Effective Time, change the method of effecting
the combinations of BHB and LSBG, or Bar Harbor Bank and Lake Sunapee Bank, respectively if and to the extent it
deems such change to be necessary, appropriate or desirable; provided, however, that no such change shall (a) alter or
change the Merger Consideration in any way; (b) adversely affect the tax treatment of LSBG s shareholders pursuant
to this Agreement; (c) adversely affect the tax treatment of BHB or LSBG pursuant to this Agreement; or (d) be
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to this Agreement or the Plan of Bank Merger, as applicable, in order to reflect such change.
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Section 1.09 Additional Actions. If, at any time after the Effective Time, BHB shall consider or be advised that any
further deeds, documents, assignments or assurances in law or any other acts are necessary or desirable to (i) vest,
perfect or confirm, or record or otherwise, in BHB its right, title or interest in, to or under any of the rights, properties
or assets of LSBG, or (ii) otherwise carry out the purposes of this Agreement, LSBG and its officers and directors
shall be deemed to have granted to BHB an irrevocable power of attorney to execute and deliver, in such official
corporate capacities, all such deeds, assignments or assurances in law or any other acts as are necessary or desirable to
(a) vest, perfect or confirm, of record or otherwise, in BHB its right, title or interest in, to or under any of the rights,
properties or assets of LSBG or (b) otherwise carry out the purposes of this Agreement, and the officers and directors
of BHB are authorized in the name of LSBG or otherwise to take any and all such action.

Section 1.10 Absence of Control. It is the intent of the parties to this Agreement that BHB by reason of this
Agreement shall not be deemed (until consummation of the transactions contemplated herein) to control, directly or
indirectly, LSBG and shall not exercise or be deemed to exercise, directly or indirectly, a controlling influence over
the management or policies of LSBG.

Section 1.11 Lake Sunapee Bank Name and Branding. It is the intent of the parties to this Agreement that, from and
after the Effective Time, all Lake Sunapee Bank locations in New Hampshire and Vermont (a) shall be maintained
and remain in operation (unless such maintenance and operation would not be commercially reasonable) and (b) shall
operate under the Lake Sunapee Bank brand (subject to any reference to Bar Harbor Bank required by applicable
regulations).

ARTICLE IT
CONSIDERATION; EXCHANGE PROCEDURES

Section 2.01 Merger Consideration. Subject to the provisions of this Agreement, by virtue of the Merger,

automatically and without any action on the part of the holder thereof, each share of LSBG Common Stock issued and
outstanding at the Effective Time, other than Excluded Shares, shall become and be converted into, as provided in and
subject to the limitations set forth in this Agreement, the right to receive 0.4970 shares (the Exchange Ratio ) of BHB
Common Stock plus cash in lieu of Fractional Shares as provided for in Section 2.03 (the Merger Consideration ).

Section 2.02 Rights as Shareholders: Stock Transfers. At the Effective Time, holders of LSBG Common Stock shall
cease to be, and shall have no rights as, shareholders of LSBG other than the right to receive the Merger Consideration
provided under this Article II. Upon and after the Effective Time, there shall be no transfers on the stock transfer
books of LSBG of shares of LSBG Common Stock.

Section 2.03 No Fractional Shares. Notwithstanding any other provision of this Agreement, neither certificates nor
scrip for fractional shares of BHB Common Stock ( Fractional Shares ) shall be issued in the Merger. Each holder of a
Certificate who otherwise would have been entitled to a fraction of a share of BHB Common Stock shall receive in

lieu thereof cash (without interest) in an amount determined by multiplying the fractional share interest to which such
holder would otherwise be entitled (after taking into account all shares of LSBG Common Stock owned by such

holder at the Effective Time) by the BHB Share Price. No such holder shall be entitled to dividends, voting rights or
any other rights in respect of any fractional share.

Section 2.04 Treasury Shares: Shares Owned by the Parties. Notwithstanding any other provision of this Agreement,
all shares of LSBG Common Stock that are (i) held by LSBG as treasury shares or (ii) owned by BHB or any of its
Subsidiaries immediately prior to the Effective Time, shall be cancelled and retired and shall cease to exist, and no
shares of BHB Common Stock or other consideration shall be delivered in exchange therefor. Any shares of BHB

Table of Contents 255



Edgar Filing: BAR HARBOR BANKSHARES - Form S-4

Common Stock that are owned by LSBG or any of its Subsidiaries immediately prior to the Effective Time shall be
cancelled and retired.

Section 2.05 Reserved.

Section 2.06 Exchange Procedures.
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(a) Appropriate transmittal materials ( Letter of Transmittal ) in a form satisfactory to BHB and LSBG shall be mailed
as soon as practicable, but in no event later than five Business Days after the Closing Date, after the Effective Time to
each holder of record of LSBG Common Stock as of the Effective Time. A Letter of Transmittal will be deemed
properly completed only if accompanied by certificates representing all shares of LSBG Common Stock

( Certificate(s) ) to be converted thereby.

(b) At and after the Effective Time, each Certificate shall represent only the right to receive the Merger Consideration.

(c) Prior to the Effective Time, BHB shall (i) reserve for issuance with its transfer agent and registrar a sufficient
number of shares of BHB Common Stock to provide for payment of the aggregate Merger Consideration pursuant to
Section 2.07 and (ii) deposit, or cause to be deposited, with American Stock Transfer & Trust Company, LLC (the
Exchange Agent ), for the benefit of the holders of shares of LSBG Common Stock, for exchange in accordance with
this Section 2.06, an amount of cash sufficient to pay any cash in lieu of Fractional Shares pursuant to Section 2.03.

(d) The Letter of Transmittal shall (i) specify that delivery shall be effected, and risk of loss and title to the
Certificates shall pass, only upon delivery of the Certificates to the Exchange Agent, (ii) be in a form and contain any
other provisions as are reasonably satisfactory to LSBG and BHB and (iii) include instructions for use in effecting the
surrender of the Certificates in exchange for the Merger Consideration. Upon the proper surrender of the Certificates
to the Exchange Agent, together with a properly completed and duly executed Letter of Transmittal, the holder of such
Certificates shall be entitled to receive in exchange therefor a certificate representing that number of whole shares of
BHB Common Stock that such holder has the right to receive pursuant to Section 2.01, and a check in the amount
equal to the cash in lieu of Fractional Shares, if any, that such holder has the right to receive pursuant to Section 2.03,
and any dividends or other distributions to which such holder is entitled pursuant to this Section 2.06. Certificates so
surrendered shall forthwith be canceled. As soon as practicable following receipt of the properly completed Letter of
Transmittal and any necessary accompanying documentation, the Exchange Agent shall distribute BHB Common
Stock and cash as provided herein. The Exchange Agent shall not be entitled to vote or exercise any rights of
ownership with respect to the shares of BHB Common Stock held by it from time to time hereunder, except that it
shall receive and hold all dividends or other distributions paid or distributed with respect to such shares for the
account of the persons entitled thereto. If there is a transfer of ownership of any shares of LSBG Common Stock not
registered in the transfer records of LSBG, the Merger Consideration shall be issued to the transferee thereof if the
Certificates representing such LSBG Common Stock are presented to the Exchange Agent, accompanied by all
documents required, in the reasonable judgment of BHB and the Exchange Agent, to evidence and effect such transfer
and to evidence that any applicable stock transfer taxes have been paid.

(e) No dividends or other distributions declared or made after the Effective Time with respect to BHB Common Stock
issued pursuant to this Agreement shall be remitted to any person entitled to receive shares of BHB Common Stock
hereunder until such person surrenders his or her Certificates in accordance with this Section 2.06. Upon the surrender
of such person s Certificates, such person shall be entitled to receive any dividends or other distributions, without
interest thereon, which subsequent to the Effective Time had become payable but not paid with respect to shares of
BHB Common Stock represented by such person s Certificates.

(f) The stock transfer books of LSBG shall be closed immediately upon the Effective Time and from and after the
Effective Time there shall be no transfers on the stock transfer records of LSBG of any shares of LSBG Common
Stock. If, after the Effective Time, Certificates are presented to BHB, they shall be canceled and exchanged for the
Merger Consideration deliverable in respect thereof pursuant to this Agreement in accordance with the procedures set
forth in this Section 2.06.
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(g) Any portion of the aggregate amount of cash to be paid pursuant to Section 2.03, any dividends or other
distributions to be paid pursuant to this Section 2.06 or any proceeds from any investments thereof that remains
unclaimed by the shareholders of LSBG for nine months after the Effective Time shall be repaid by the Exchange
Agent to BHB upon the written request of BHB. After such request is made, any shareholders of LSBG who have not
theretofore complied with this Section 2.06 shall look only to BHB for the Merger Consideration and cash in lieu of
Fractional Shares, if any, deliverable in respect of each share of LSBG Common Stock such shareholder holds, as
determined pursuant to Section 2.06 of this Agreement, without any interest thereon. If
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outstanding Certificates are not surrendered prior to the date on which such payments would otherwise escheat to or
become the property of any governmental unit or agency, the unclaimed items shall, to the extent permitted by any
abandoned property, escheat or other applicable laws, become the property of BHB (and, to the extent not in its
possession, shall be paid over to it), free and clear of all claims or interest of any person previously entitled to such
claims. Notwithstanding the foregoing, neither the Exchange Agent nor any party to this Agreement (or any affiliate
thereof) shall be liable to any former holder of LSBG Common Stock for any amount delivered to a public official
pursuant to applicable abandoned property, escheat or similar laws.

(h) BHB and the Exchange Agent shall be entitled to rely upon LSBG s stock transfer books to establish the identity of
those persons entitled to receive the Merger Consideration, which books shall be conclusive with respect thereto. In

the event of a dispute with respect to ownership of stock represented by any Certificate, BHB and the Exchange Agent
shall be entitled to deposit any Merger Consideration and cash in lieu of Fractional Shares, if any, represented thereby
in escrow with an independent third party and thereafter be relieved with respect to any claims thereto.

(1) If any Certificate shall have been lost, stolen or destroyed, upon the making of an affidavit of that fact by the
person claiming such Certificate to be lost, stolen or destroyed and, if required by the Exchange Agent or BHB, the
posting by such person of a bond in such amount as the Exchange Agent may direct as indemnity against any claim
that may be made against it with respect to such Certificate, the Exchange Agent will issue in exchange for such lost,
stolen or destroyed Certificate the Merger Consideration and cash in lieu of Fractional Shares, if any, deliverable in
respect thereof pursuant to Section 2.03.

Section 2.07 Reservation of Shares. Effective upon the date of this Agreement, BHB shall reserve for issuance a
sufficient number of shares of the BHB Common Stock for the purpose of issuing shares of BHB Common Stock to
LSBG shareholders in accordance with this Article II.

Section 2.08 Listing of Additional Shares. Prior to the Effective Time, BHB shall notify NYSE of the additional
shares of BHB Common Stock to be issued by BHB in exchange for the shares of LSBG Common Stock.

Section 2.09 Effect on Outstanding Shares of BHB Common Stock. At the Effective Time, each share of BHB
Common Stock issued and outstanding immediately prior to the Effective Time shall remain an issued and
outstanding share of common stock of the Surviving Corporation and shall not be affected by the Merger.

Section 2.10 Effect on Outstanding L. SBG Equity Awards. Each unvested award of restricted stock issued by LSBG
and outstanding at the Effective Time pursuant to the LSBG 2014 Stock Incentive Plan (each, a LSBG Restricted
Share Award ) shall be fully vested as of the Effective Time and converted into BHB Common Stock in the same
manner as any other outstanding share of LSBG Common Stock pursuant to the terms of this Article II.

ARTICLE IIT
REPRESENTATIONS AND WARRANTIES OF LSBG

As a material inducement to BHB to enter into this Agreement and to consummate the transactions contemplated
hereby, LSBG hereby makes to BHB the representations and warranties contained in this Article III.

Section 3.01 Organization, Standing and Authority of LSBG. LSBG is a Delaware corporation duly organized, validly
existing and in good standing under the laws of the State of Delaware, and is duly registered as a bank holding
company under the Home Owners Loan Act of 1933, as amended, as administered by the FRB. LSBG has full
corporate power and authority to carry on its business as now conducted. LSBG is duly licensed or qualified to do
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business in the States of the United States and foreign jurisdictions where its ownership or leasing of property or the
conduct of its business requires such qualification, except where the failure to be so qualified or licensed and in good
standing would not have a Material Adverse Effect on LSBG. The Amended and Restated Certificate of Incorporation
and Amended and Restated Bylaws of LSBG, copies of which have been made available to BHB, are true, complete
and correct copies of such documents as in full force and effect as of the date of this Agreement.
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Section 3.02 Organization, Standing and Authority of L.ake Sunapee Bank. [.ake Sunapee Bank is a federally

chartered savings association duly organized, validly existing and in good standing under the laws of the State of New
Hampshire. Lake Sunapee Bank s deposits are insured by the FDIC in the manner and to the fullest extent provided by
applicable law, and all premiums and assessments required to be paid in connection therewith have been paid by Lake
Sunapee Bank when due. Lake Sunapee is a member in good standing of the FHLB and owns the requisite amount of
stock in the FHLB as set forth on LSBG Disclosure Schedule 3.02. The charter and Bylaws of Lake Sunapee Bank,
copies of which have been made available to BHB, are true, complete and correct copies of such documents as in full
force and effect as of the date of this Agreement.

Section 3.03 LSBG Capital Stock.

(a) The authorized capital stock of LSBG consists of 32,500,000 shares, of which 30,000,000 are common stock,
$0.01 par value per share, of which 8,381,713 shares are outstanding as of the date hereof ( LSBG Common Stock ),
and 2,500,000 shares are preferred stock, $0.01 par value per share, none of which are outstanding as of the date
hereof ( LSBG Preferred Stock ). As of the date hereof, there are 434,329 shares of LSBG Common Stock held in
treasury by LSBG. The outstanding shares of LSBG Common Stock and LSBG Preferred Stock have been duly
authorized and validly issued and are fully paid and non-assessable and free of preemptive rights. LSBG does not have
any Rights issued or outstanding with respect to LSBG Common Stock or LSBG Preferred Stock and LSBG does not
have any commitment to authorize, issue or sell any LSBG Common Stock, LSBG Preferred Stock or Rights.

(b) LSBG Disclosure Schedule 3.03(b) contains a list setting forth, as of the date of this Agreement, all outstanding
LSBG Restricted Share Awards, a list of all holders with respect to each such award including identification of any
such grantees that are not current or former employees, directors or officers of LSBG, the date of grant, and any
vesting schedule applicable to each unvested award. No election has been made with respect to any LSBG Restricted
Share Award pursuant to Section 83(b) of the Code. Upon issuance in accordance with the terms of the outstanding
award agreements, the shares of LSBG Common Stock issued pursuant to the LSBG Restricted Share Awards shall be
issued in compliance with all applicable laws.

Section 3.04 Subsidiaries. Except as disclosed on LSBG Disclosure Schedule 3.04, LSBG does not have any equity
interest, direct or indirect, in any other bank or corporation or in any partnership, joint venture or other business
enterprise or entity, and the business carried on by LSBG has not been conducted through any other direct or indirect
Subsidiary or Affiliate of LSBG. All of the issued and outstanding shares of capital stock or other equity ownership
interests of each Subsidiary of LSBG are owned by LSBG, directly or indirectly, free and clear of any Liens, and all
such shares or equity ownership interests are duly authorized and validly issued and are fully paid and nonassessable
and free of preemptive rights. No such Subsidiary has any Rights issued or outstanding with respect to its capital stock
or other equity ownership interests, and it does not have any commitment to authorize, issue or sell any capital stock
or other equity ownership interests or Rights. No equity investment identified in LSBG Disclosure Schedule 3.04 is
prohibited by the State of New Hampshire, the New Hampshire Banking Department, the OCC or the FDIC.

Section 3.05 Corporate Power: Minute Books. Each of LSBG and Lake Sunapee Bank has the corporate power and
authority to carry on its business as it is now being conducted and to own all its properties and assets; and each of
LSBG and Lake Sunapee Bank has the corporate power and authority to execute, deliver and perform its obligations
under this Agreement and to consummate the transactions contemplated hereby, subject to receipt of all necessary
approvals of Governmental Authorities and the approval of the shareholders of LSBG and BHB of this Agreement.
The minute books of LSBG, true and complete copies of which have been made available to BHB, contain true,
complete and accurate records of all meetings and other corporate actions held or taken by shareholders of LSBG and
the LSBG Board (including committees of the LSBG Board).
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Agreement and the transactions contemplated hereby have been authorized by all necessary corporate action of LSBG
and the LSBG Board on or prior to the date hereof. The LSBG Board has
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directed that this Agreement be submitted to LSBG s shareholders for approval at a meeting of such shareholders and,
except for the approval and adoption of this Agreement by the requisite affirmative vote of the holders of the
outstanding shares of LSBG Common Stock entitled to vote thereon, no other vote of the shareholders of LSBG is
required by law, the Amended and Restated Certificate of Incorporation, the Amended and Restated Bylaws of LSBG
or otherwise to approve this Agreement and the transactions contemplated hereby. LSBG has duly executed and
delivered this Agreement and, assuming due authorization, execution and delivery by BHB, this Agreement is a valid
and legally binding obligation of LSBG, enforceable in accordance with its terms (except as enforceability may be
limited by applicable bankruptcy, insolvency, reorganization, moratorium, fraudulent transfer and similar laws of
general applicability relating to or affecting creditors rights or by general equity principles).

Section 3.07 Regulatory Approvals: No Defaults.

(a) Except as disclosed on LSBG Disclosure Schedule 3.07, no consents or approvals of, or waivers by, or filings or
registrations with, any Governmental Authority or with any third party are required to be made or obtained by LSBG
or any of its Subsidiaries in connection with the execution, delivery or performance by LSBG or Lake Sunapee Bank
of this Agreement or to consummate the transactions contemplated hereby, except for (i) filings of applications or
notices with, and consents, approvals or waivers by the OCC, as may be required, and (ii) the approval of this
Agreement by the requisite affirmative vote of the holders of the outstanding shares of LSBG Common Stock. As of
the date hereof, LSBG is not aware of any reason why the approvals set forth above and referred to in Section 6.01(a)
will not be received in a timely manner.

(b) Subject to receipt, or the making, of the consents, approvals, waivers and filings referred to in the preceding
paragraph, and the expiration of related waiting periods, the execution, delivery and performance of this Agreement
by LSBG, as applicable, and the consummation of the transactions contemplated hereby do not and will not

(i) constitute a breach or violation of, or a default under, the charter or Bylaws (or similar governing documents) of
LSBG or any of its Subsidiaries, (ii) violate any statute, code, ordinance, rule, regulation, judgment, order, writ,
decree or injunction applicable to LSBG or any of its Subsidiaries, or any of their properties or assets or (iii) violate,
conflict with, result in a breach of any provision of or the loss of any benefit under, constitute a default (or an event
which, with notice or lapse of time, or both, would constitute a default) under, result in the termination of or a right of
termination or cancellation under, accelerate the performance required by, or result in the creation of any Lien upon
any of the respective properties or assets of LSBG or any of its Subsidiaries under, any of the terms, conditions or
provisions of any note, bond, mortgage, indenture, deed of trust, license, lease, contract, agreement or other
instrument or obligation to which LSBG or any of its Subsidiaries is a party, or by which they or any of their
respective properties or assets may be bound or affected.

Section 3.08 Financial Statements. LSBG has previously made available to BHB copies of (i) the consolidated balance
sheets of LSBG as of December 31 for the fiscal years 2015 and 2014, and the related consolidated statements,
comprehensive income, changes in stockholders equity, and cash flows for the fiscal years 2015, 2014 and 2013, in
each case accompanied by the audit report of Baker Newman and Noyes, LLC (or its predecessor Shatswell,
Macleod & Company, P.C.), the independent registered public accounting firm of LSBG (the LSBG Financial
Statements ) and (ii) the consolidated report of condition and income filed with the FDIC by Lake Sunapee Bank for
the period ended December 31, 2015. The LSBG Financial Statements (including the related notes, where applicable)
fairly present in all material respects the results of the operations and financial position of LSBG and its consolidated
Subsidiaries for the respective fiscal periods or as of the respective dates therein set forth; each of such statements
(including the related notes, where applicable) complies with applicable accounting requirements; and each of such
statements (including the related notes, where applicable) has been prepared in accordance with GAAP consistently
applied during the periods involved. The books and records of LSBG have been, and are being, maintained in
accordance with GAAP and any other applicable legal and accounting requirements and reflect only actual
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transactions. Baker Newman and Noyes, LLC has not resigned or been dismissed as independent public accountants
of LSBG as a result of or in connection with any disagreements with LSBG on a matter of accounting principles or
practices, financial statement disclosure or auditing scope or procedure.

Section 3.09 Securities Filings. Other than as disclosed on LSBG Disclosure Schedule 3.09, LSBG has filed with the

SEC all reports, schedules, registration statements, definitive proxy statements and other documents that it has been
required to file under the Securities Act or the Exchange Act since December 31,
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2013 (collectively, LSBG s SEC Reports ). None of LSBG s SEC Reports contained any untrue statement of a material
fact or omitted to state a material fact required to be stated therein or necessary to make the statements made therein,
in light of the circumstances under which they were made, not misleading. As of their respective dates of filing with
the SEC, all of LSBG s SEC Reports complied in all material respects with the applicable requirements of the
Securities Act or the Exchange Act, as the case may be, and the rules and regulations of the SEC promulgated
thereunder. Each of the financial statements (including, in each case, any notes thereto) of LSBG included or
incorporated by reference in LSBG s SEC Reports complied as to form, as of their respective dates of filing with the
SEC, in all material respects with applicable accounting requirements and with the published rules and regulations of
the SEC with respect thereto. There are no outstanding comments from or unresolved issues raised by the SEC staff
with respect to LSBG s SEC Reports. None of LSBG s Subsidiaries is required to file periodic reports with the SEC
pursuant to Section 13 or 15(d) of the Exchange Act.

Section 3.10 Absence of Certain Changes or Events.

(a) Since December 31, 2015, there has been no change or development or combination of changes or developments
which, individually or in the aggregate, has had or is reasonably likely to have a Material Adverse Effect on LSBG.

(b) Since December 31, 2015, each of LSBG and its Subsidiaries has carried on its business only in the ordinary and
usual course of business consistent with its past practices (except for the incurrence of expenses in connection with
this Agreement).

(c) Except as set forth in LSBG Disclosure Schedule 3.10, since December 31, 2015, none of LSBG or any of its
Subsidiaries has (i) increased the wages, salaries, compensation, pension, or other fringe benefits or perquisites
payable to any officer, employee or director from the amount thereof in effect as of December 31, 2015, granted any
severance or termination pay, entered into any contract to make or grant any severance or termination pay, or paid any
bonus, (ii) declared, set aside or paid any dividend or other distribution (whether in cash, stock or property) with
respect to any of its capital stock, (iii) effected or authorized any split, combination or reclassification of any of its
capital stock or any issuance or issued any other securities in respect of, in lieu of or in substitution for shares of its
capital stock, (iv) changed any accounting methods (or underlying assumptions), principles or practices affecting its
assets, liabilities or business, including any reserving, renewal or residual method, practice or policy, except in
accordance with GAAP, (v) made any tax election or any settlement or compromise of any income tax liability,

(vi) made any material change in its policies and procedures in connection with underwriting standards, origination,
purchase and sale procedures or hedging activities with respect to any Loans, (vii) suffered any strike, work stoppage,
slow-down, or other labor disturbance, (viii) been a party to a collective bargaining agreement, contract or other
agreement or understanding with a labor union or organization, (ix) had any union organizing activities or (x) made
any agreement or commitment (contingent or otherwise) to do any of the foregoing.

Section 3.11 Absence of Undisclosed Liabilities. None of LSBG or any of its Subsidiaries has any liabilities or
obligations, whether accrued, absolute, contingent or otherwise, known or unknown, whether due or to become due,
whether or not required to be disclosed in a balance sheet prepared in accordance with GAAP, except for those

(1) liabilities properly accrued or reserved against in the consolidated balance sheet of LSBG as of December 31, 2015
included in the LSBG SEC Reports, (ii) liabilities and obligations incurred since December 31, 2015 in the ordinary
course of business consistent with past practice, (iii) liabilities and obligations that are not material to LSBG and its
Subsidiaries, taken as a whole, and (iv) any liabilities and obligations incurred with respect to the transactions
contemplated by this Agreement.

Section 3.12 Financial Controls and Procedures. During the periods covered by the LSBG Financial Statements, each
of LSBG and its Subsidiaries has had in place internal controls over financial reporting which are designed and
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maintained to ensure that (i) transactions are executed in accordance with management s general or specific
authorizations, (ii) transactions are recorded as necessary to permit preparation of financial statements in conformity
with GAAP and to maintain accountability for assets, (iii) access to assets is permitted only in accordance with
management s general or specific authorization and (iv) the recorded accountability for assets is compared with the
existing assets at reasonable intervals and appropriate action is taken with respect to any differences. None of LSBG s
or any of its Subsidiaries records, systems, controls, data or information are recorded, stored, maintained, operated or
otherwise wholly or partly dependent on or held by any means (including any electronic, mechanical or photographic
process, whether computerized or not) which (including all means of access thereto and therefrom) are not under the
exclusive ownership and direct control of LSBG or its accountants or agents.
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Section 3.13 Regulatory Matters.

(a) Each of LSBG and its Subsidiaries has timely filed all reports, registrations and statements, together with any
amendments required to be made with respect thereto, that it was required to file since December 31, 2012 with any
Governmental Authority, and has paid all fees and assessments due and payable in connection therewith. Except for
normal examinations conducted by any Governmental Authority in the regular course of the business, and except as
set forth in LSBG Disclosure Schedule 3.13(a), no Governmental Authority has initiated any proceeding, or to the
Knowledge of LSBG, investigation into the business or operations of LSBG or any of its Subsidiaries, since
December 31, 2012. Other than as set forth in LSBG Disclosure Schedule 3.13(a), there is no unresolved violation,
criticism, or exception by any Governmental Authority with respect to any report or statement relating to any
examinations of Lake Sunapee Bank. Lake Sunapee Bank is well-capitalized as defined in applicable laws and
regulations, and Lake Sunapee Bank has a Community Reinvestment Act of 1977, as amended (the Community
Reinvestment Act ), rating of satisfactory or better.

(b) LSBG has timely filed with the SEC and NASDAQ all documents required by the Securities Act and the Exchange
Act, and such documents, as the same may have been amended, complied, at the time filed with the SEC, in all
material respects with the Securities Act and the Exchange Act.

(c) Other than as set forth in LSBG Disclosure Schedule 3.13(¢), neither LSBG nor Lake Sunapee Bank is a party to
or is subject to any order, decree, agreement, memorandum of understanding or similar arrangement with, or a
commitment letter or similar submission to, or extraordinary supervisory letter (each a Regulatory Order ) from, any
Governmental Authority charged with the supervision or regulation of financial institutions or issuers of securities or
engaged in the insurance of deposits or the supervision or regulation of it. Each of LSBG and Lake Sunapee Bank has
not been advised by, or has any Knowledge of facts which could give rise to an advisory notice by, any Governmental
Authority that such Governmental Authority is contemplating issuing or requesting (or is considering the
appropriateness of issuing or requesting) any Regulatory Order.

Section 3.14 Legal Proceedings.

(a) Other than as set forth in LSBG Disclosure Schedule 3.14, there are no pending or, to LSBG s Knowledge,
threatened legal, administrative, arbitral or other proceedings, claims, actions or governmental or regulatory
investigations of any nature against LSBG or any of its Subsidiaries.

(b) Other than as set forth in LSBG Disclosure Schedule 3.14, none of LSBG or any of its Subsidiaries is a party to

any, or are there any pending or, to LSBG s Knowledge, threatened, legal, administrative, arbitral or other proceedings,
claims, actions or governmental or regulatory investigations of any nature against LSBG or any of its Subsidiaries in
which, to the Knowledge of LSBG, there is a reasonable probability of any material recovery against or other Material
Adverse Effect on LSBG or any of its Subsidiaries or which challenges the validity or propriety of the transactions
contemplated by this Agreement.

(c) There is no injunction, order, judgment or decree imposed upon LSBG or any of its Subsidiaries, or their

respective assets, and none of LSBG or any of its Subsidiaries has been advised of, or is aware of, the threat of any
such action.

Section 3.15 Compliance with Laws.

(a) Each of LSBG and its Subsidiaries is in compliance with all applicable federal, state, local and foreign statutes,
laws, regulations, ordinances, rules, judgments, orders or decrees applicable thereto or to the employees conducting
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Act, as amended, the Community Reinvestment Act, the Home Mortgage Disclosure Act, the Bank Secrecy Act of
1970, as amended, the Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and
Obstruct Terrorism Act of 2001, and all other applicable fair lending and fair housing laws or other laws relating to
discrimination;

(b) Each of LSBG and its Subsidiaries has all permits, licenses, authorizations, orders and approvals of, and has made
all filings, applications and registrations with, all Governmental Authorities that are required in order to permit it to

own or lease its properties and to conduct its business as presently conducted; all such permits, licenses, certificates of
authority, orders and approvals are in full force and effect and, to LSBG s Knowledge, no suspension or cancellation of
any of them is threatened; and

(c) Other than as set forth in LSBG Disclosure Schedule 3.15, none of LSBG or any Subsidiary has received, since
December 31, 2013, any notification or communication from any Governmental Authority (i) asserting that it is not in
compliance with any of the statutes, regulations or ordinances which such Governmental Authority enforces or

(ii) threatening to revoke any license, franchise, permit or governmental authorization (nor, to LSBG s Knowledge, do
any grounds for any of the foregoing exist).

Section 3.16 Material Contracts; Defaults.

(a) Other than as set forth in LSBG Disclosure Schedule 3.16(a), none of LSBG or any of its Subsidiaries is a party to,
bound by or subject to any agreement, contract, arrangement, commitment or understanding (whether written or oral):
(i) with respect to the employment of any directors, officers, employees or consultants; (ii) which would entitle any
present or former director, officer, employee or agent of LSBG or any Subsidiary to indemnification from LSBG or
such Subsidiary; (iii) which is not terminable on sixty (60) days or less notice and involving the payment of more than
$25,000 per annum; (iv) which materially restricts the conduct of any business by LSBG or any Subsidiary or

(v) which is a material contract (as such term is defined in Item 601(b)(1) of Regulation S-K of the SEC) not filed as
an exhibit to LSBG s Annual Report on Form 10-K for the year ended December 31, 2015 or a subsequently filed
Current Report on Form 8-K or Quarterly Report on Form 10-Q of LSBG (collectively, Material Contracts ). LSBG
has previously delivered to BHB true, complete and correct copies of each such document.

(b) To LSBG s Knowledge, none of LSBG or any of its Subsidiaries is in default under any contract, agreement,
commitment, arrangement, lease, insurance policy or other instrument to which it is a party, by which its assets,
business, or operations may be bound or affected, or under which it or its assets, business, or operations receives
benefits, and there has not occurred any event that, with the lapse of time or the giving of notice or both, would
constitute such a default. Except as set forth in LSBG Disclosure Schedule 3.16(b), no power of attorney or similar
authorization given directly or indirectly by LSBG or any of its Subsidiaries is currently outstanding.

Section 3.17 Brokers. LSBG has received the opinion of Griffin Financial Group LLC to the effect that, as of the date
hereof, the Exchange Ratio is fair, from a financial point of view, to LSBG s shareholders. Other than for financial
advisory services performed for LSBG by Griffin Financial Group LLC pursuant to an agreement dated April 11,
2016, a true and complete copy of which has been previously delivered or made available to BHB, neither LSBG nor
any of its Subsidiaries, nor any of their respective officers, directors, employees or agents, has employed any broker or
finder or incurred any liability for any financial advisory fees, brokerage fees, commissions or finder s fees, and no
broker or finder has acted directly or indirectly for LSBG or any of its Subsidiaries in connection with this Agreement
or the transactions contemplated hereby.

Section 3.18 Employee Benefit Plans.
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(a) All benefit and compensation plans, contracts, policies or arrangements covering current or former employees of
LSBG (the LSBG Employees ) and current or former directors of LSBG including, but not limited to, employee benefit
plans within the meaning of Section 3(3) of LSBG, and deferred compensation, stock option, stock purchase, stock
appreciation rights, stock based, incentive and bonus plans (the LSBG Benefit Plans ), are identified in LSBG
Disclosure Schedule 3.18(a). True and complete copies of all LSBG Benefit Plans including, but not limited to, any

trust instruments and insurance contracts forming a part of any LSBG Benefit Plans and all amendments thereto, have
been provided to BHB. With
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respect to the LSBG Benefit Plans, true and complete copies of the following have been provided to BHB, where
applicable: (i) a copy of the most recent determination, opinion or advisory letter from the Internal Revenue Service,
(i) a copy of the three most recently filed Forms 5500 and summary annual reports, with schedules and financial
statements attached, (iii) actuarial valuations and reports for the three most recently completed plan years, and

(iv) copies of material notices, letters or other correspondence from any Governmental Authority, copies of current
and prior IRS or DOL audits or inquiries, and any filings under any amnesty, voluntary compliance, self-correction or
similar program sponsored by any Governmental Authority. Except as set forth in LSBG Disclosure Schedule 3.18(a),
LSBG may amend or terminate any such LSBG Benefit Plan at any time without incurring any material liability
thereunder.

(b) Each LSBG Benefit Plan covering LSBG Employees are in substantial compliance with its terms and all

applicable laws (including ERISA, the Code, and the Affordable Care Act). Each LSBG Benefit Plan which is an
employee pension benefit plan within the meaning of Section 3(2) of ERISA (a LSBG Pension Plan ) and which is

intended to be qualified under Section 401(a) of the Code, has received a favorable determination letter from the IRS,

and to the Knowledge of LSBG, there are no circumstances likely to result in revocation of any such favorable

determination letter or the loss of the qualification of such LSBG Pension Plan under Section 401(a) of the Code.

There is no pending or, to LSBG s Knowledge, threatened investigation, audit, or litigation relating to the LSBG

Benefit Plans. LSBG has not engaged in a transaction with respect to any LSBG Benefit Plan or LSBG Pension Plan

that, assuming the taxable period of such transaction expired as of the date hereof, could subject LSBG to a material

tax or penalty imposed by either Section 4975 of the Code or Section 502(i) of ERISA.

(c) No LSBG Pension Plan is an employee stock ownership plan (as defined in Section 4975(e)(7) of the Code).
Except as identified in LSBG Disclosure Schedule 3.18(c), neither LSBG nor or any entity which is considered one
employer with LSBG under Section 4001 of ERISA or Section 414 of the Code (a LSBG ERISA Affiliate ) has ever
sponsored a LSBG Pension Plan that is subject to Title IV of ERISA. Neither LSBG nor any LSBG ERISA Affiliate
has ever sponsored or contributed to any multiemployer plan, as defined in Section 3(37) of ERISA or multiple
employer plan, as defined in Section 4063 of ERISA. No liability to any Governmental Entity, other than PBGC
premiums arising in the ordinary course of business, has been or is expected by LSBG or any Subsidiary with respect
to any LSBG Benefit Plan which is subject to Title IV of ERISA ( LSBG Defined Benefit Plan ) currently or formerly
maintained by LSBG or any LSBG ERISA Affiliate. No notice of a reportable event, within the meaning of Section of
ERISA for which the 30-day reporting requirement has not been waived, has been required to be filed for any LSBG
Defined Benefit Plan or by any LSBG ERISA Affiliate within the 12 month period ending on the date hereof or will

be required to be filed in connection with the transactions contemplated by this Agreement. No LSBG Defined Benefit
Plan or single-employer plan of any LSBG ERISA Affiliate has an accumulated funding deficiency (whether or not
waived) within the meaning of Section 412 of the Code or Section 302 of ERISA and no ERISA Affiliate has an
outstanding funding waiver. LSBG has not provided, and is not required to provide, security to any LSBG Defined
Benefit Plan or to any single-employer plan of an ERISA Affiliate pursuant to Section 401(a)(29) of the Code. No
complete or partial termination of any LSBG Defined Benefit Plan has occurred or is expected to occur. Neither

LSBG nor any LSBG ERISA Affiliate has ever contributed to, sponsored or maintained any multiple employer
welfare arrangement within the meaning of Section 3(40) of ERISA.

(d) All material contributions required to be made under the terms of any LSBG Benefit Plan and applicable law have
been timely made, and all anticipated contributions and funding obligations are accrued on LSBG s consolidated
financial statements to the extent required by GAAP. LSBG and its Subsidiaries have expensed and accrued as a
liability the present value of future benefits under each applicable LSBG Benefit Plan for financial reporting purposes
as required by GAAP.
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(e) Other than as set forth in LSBG Disclosure Schedule 3.18(e), none of LSBG or any of its Subsidiaries has any
obligations for retiree health and life benefits under any LSBG Benefit Plan, other than coverage as may be required
under Section 4980B of the Code or Part 6 of Title I of ERISA, or under the continuation of coverage provisions of
the laws of any state or locality.
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(f) Other than as set forth in LSBG Disclosure Schedule 3.18(f), the execution of this Agreement, shareholder
approval of this Agreement or consummation of any of the transactions contemplated by this Agreement (either alone
or upon the occurrence of any additional or subsequent events) will not (i) entitle any LSBG Employees to severance
pay or any increase in severance pay upon any termination of employment after the date hereof, (ii) accelerate the time
of payment or vesting or trigger any payment or funding (through a grantor trust or otherwise) of compensation or
benefits under, increase the amount payable or trigger any other material obligation pursuant to, any of the LSBG
Benefit Plans, (iii) result in any breach or violation of, or a default under, any of the LSBG Benefit Plans, (iv) result in
any payment that would be a parachute payment toa disqualified individual as those terms are defined in
Section 280G of the Code, without regard to whether such payment is reasonable compensation for personal services
performed or to be performed in the future, (v) limit or restrict the right of LSBG, or after the consummation of the
transactions contemplated herby, BHB or Surviving Corporation, to merge amend, or terminate any of the LSBG
Benefit Plans, or (vi) result in payments that would not be deductible under Section 162(m) of the Code. LSBG
Disclosure Schedule 3.18(f) contains a schedule showing the present value of the monetary amounts payable as of the
date specified in such schedule, whether individually or in the aggregate (including good faith estimates of all
amounts not subject to precise quantification as of the date of this Agreement), under certain employment,
change-in-control, severance and similar contracts, plans and arrangements with or which cover any present or former
director, officer or employee of LSBG who are entitled to any such amount and identifying the types and estimated
amounts of the in-kind benefits due under any LSBG Benefit Plans (other than a plan qualified under Section 401(a)
of the Code) for each such person, specifying the assumptions in such schedule and providing estimates of other
related fees or expenses.

(g) Each LSBG Benefit Plan that is a deferred compensation plan and any deferral elections thereunder are in
compliance with the terms of the plan and the operational and documentary requirements Section 409A of the Code,
to the extent applicable. Other than as disclosed on LSBG Disclosure Schedule 3.18(g), LSBG does not have any
obligation to gross up, indemnify or otherwise reimburse any individual for any excise taxes, interest or penalties
incurred under Section 409A or Section 4999 of the Code.

(h) Each LSBG Restricted Share Award (i) was granted in compliance with all applicable laws and all of the terms
and conditions of the applicable plan pursuant to which it was issued, (ii) has a grant date identical to the date on
which the LSBG Board or the LSBG s compensation committee actually awarded it, (iii) is exempt from the

Section 409A of the Code, and (iv) qualifies for the tax and accounting treatment afforded to such award in the LSBG
Tax Returns and the LSBG Financial Statements, respectively.

Section 3.19 Labor Matters.

(a) None of LSBG or any of its Subsidiaries is a party to or bound by any collective bargaining agreement, contract or
other agreement or understanding with a labor union or labor organization, nor is LSBG or any of its Subsidiaries the
subject of a proceeding asserting that it has committed an unfair labor practice (within the meaning of the National
Labor Relations Act, as amended) or seeking to compel LSBG or any of its Subsidiaries to bargain with any labor
organization as to wages or conditions of employment, nor is there any strike or other labor dispute involving it
pending or, to LSBG s Knowledge, threatened, nor is LSBG or any of its Subsidiaries aware of any activity involving
its employees seeking to certify a collective bargaining unit or engaging in other organizational activity.

(b) Since December 31, 2012, each of LSBG and its Subsidiaries has complied in all material respects with all
applicable legal requirements and employment or worker practices related to the employment of its employees and the
engagement of its independent contractors, consultant, interns, or other non-employee service providers, including
provisions related to wages, hours, overtime exemption classification, independent contractor classification, leaves of
absence, equal opportunity, privacy right, retaliation, immigration, wrongful discharge, occupational health and safety,
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workers compensation, severance, employee handbooks or manuals, and the payment of social security and other
taxes. There are no material actions, suits, complaints, charges, arbitrations, claims, disputes, grievances, or
controversies pending or, to the Knowledge of LSBG, threatened between either LSBG or any of its Subsidiaries and
any of their respective present or former employees or independent contractors, consultants, interns, or other
non-employee service providers, except as described in LSBG Disclosure Schedule 3.19(b).
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(c) To the Knowledge of LSBG, no senior executive officer or manager of any material operations of LSBG or any of
its Subsidiaries or any material group of employees of LSBG or any of its Subsidiaries has or have any present plans
to terminate their employment with LSBG or such Subsidiary.

(d) LSBG has delivered or made available to BHB a true and complete list of the names, corporate and functional

titles, hire dates and full or part-time status (collectively, LSBG Employees ) as of the date hereof. Except as otherwise
set forth on LSBG Disclosure Schedule 3.19(d), (A) none of the LSBG Employees has a contract of employment with
LSBG or any of its Subsidiaries, (B) all LSBG Employees are employees at will whose employment is terminable
without liability therefor and (C) none of the LSBG Employees has a contract with, or is otherwise entitled to receive
any payments from, LSBG or any of its Subsidiaries relating to any other bonuses, retention or stay payments,

severance pay or benefits, or other perquisites or benefits.

Section 3.20 Environmental Matters.

(a) To LSBG s Knowledge, LSBG and its Subsidiaries and their respective owned real properties are in material
compliance with all Environmental Laws. LSBG is not aware of, nor has LSBG or any of its Subsidiaries received
notice of, any past, present, or future conditions, events, activities, practices or incidents that may interfere with or
prevent the material compliance of LSBG and its Subsidiaries with all Environmental Laws.

(b) To LSBG s Knowledge, each of LSBG and its Subsidiaries has obtained all material permits, licenses and
authorizations that are required under all Environmental Laws.

(c) To LSBG s Knowledge, no Hazardous Substance exist on, about or within any of the owned real properties, nor
have any Hazardous Substance previously existed on, about or within or been used, generated, stored, transported,
disposed of, on or released from any of the Properties. The use that each of LSBG and its Subsidiaries makes and
intends to make of the owned real properties shall not result in the use, generation, storage, transportation,
accumulation, disposal or release of any Hazardous Substance on, in or from any of those properties.

(d) There is no action, suit, proceeding, investigation, or inquiry before any court, administrative agency or other
governmental authority pending or to LSBG s Knowledge threatened against LSBG or any of its Subsidiaries relating
in any way to any Environmental Law. To LSBG s Knowledge, none of LSBG or any of its Subsidiaries has any
liability for remedial action under any Environmental Law. None of LSBG or any of its Subsidiaries has received any
request for information by any governmental authority with respect to the condition, use or operation of any of the
owned real properties or LSBG Loan Property nor has LSBG or any of its Subsidiaries received any notice of any
kind from any governmental authority or other person with respect to any violation of or claimed or potential liability
of any kind under any Environmental Law with respect to any of the owned real properties or LSBG Loan Property.

Section 3.21 Tax Matters.

(a) Each of LSBG and its Subsidiaries has filed all Tax Returns that it was required to file under applicable laws and
regulations, other than Tax Returns that are not yet due or for which a request for extension was filed. All such Tax
Returns were correct and complete in all material respects and have been prepared in substantial compliance with all
applicable laws and regulations. All Taxes due and owing by LSBG and its Subsidiaries (whether or not shown on any
Tax Return) have been paid other than Taxes that have been reserved or accrued on the balance sheet of LSBG and
which LSBG or such Subsidiary is contesting in good faith. None of LSBG or any of its Subsidiaries is the beneficiary
of any extension of time within which to file any Tax Return, and other than as set forth on LSBG Disclosure
Schedule 3.21(a), neither LSBG nor any of its Subsidiaries currently has any open tax years. No claim has ever been
made by an authority in a jurisdiction where LSBG or any Subsidiary thereof does not file Tax Returns that it is or
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may be subject to taxation by that jurisdiction. There are no Liens for Taxes (other than Taxes not yet due and
payable) upon any of the assets of LSBG or any of its Subsidiaries.

(b) Each of LSBG and its Subsidiaries has withheld and paid all Taxes required to have been withheld and paid in
connection with any amounts paid or owing to any employee, independent contractor, creditor, shareholder, or other
third party.
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(c) No foreign, federal, state, or local tax audits or administrative or judicial Tax proceedings are being conducted or
to the Knowledge of LSBG are pending with respect to LSBG or any of its Subsidiaries. None of LSBG or any of its
Subsidiaries has received from any foreign, federal, state, or local taxing authority (including jurisdictions where
LSBG or any Subsidiary has not filed Tax Returns) any (i) notice indicating an intent to open an audit or other review,
(i1) request for information related to Tax matters, or (iii) notice of deficiency or proposed adjustment for any amount
of Tax proposed, asserted, or assessed by any taxing authority against LSBG or any of its Subsidiaries.

(d) Each of LSBG and its Subsidiaries has provided BHB with true and complete copies of the United States federal,
state, local, and foreign income Tax Returns filed with respect to LSBG or such Subsidiary, as the case may be, for
taxable periods ended December 31, 2015, 2014 and 2013. Each of LSBG and its Subsidiaries has delivered to BHB
correct and complete copies of all examination reports, and statements of deficiencies assessed against or agreed to by
LSBG or such Subsidiary, as the case may be, filed for the years ended December 31, 2015, 2014 and 2013. Each of
LSBG and its Subsidiaries has timely and properly taken such actions in response to and in compliance with notices
LSBG or such Subsidiary, as the case may be, has received from the IRS in respect of information reporting and
backup and nonresident withholding as are required by law.

(e) None of LSBG or any of its Subsidiaries has waived any statute of limitations in respect of Taxes or agreed to any
extension of time with respect to a Tax assessment or deficiency.

(f) None of LSBG or any of its Subsidiaries has been a United States real property holding corporation within the
meaning of Code Section 897(c)(2) during the applicable period specified in Code Section 897(c)(1)(A)(ii). Each of
LSBG and its Subsidiaries has disclosed on its federal income Tax Returns all positions taken therein that could give
rise to a substantial understatement of federal income Tax within the meaning of Code Section 6662. Other than as set
forth on LSBG Disclosure Schedule 3.21(f), none of LSBG or any of its Subsidiaries is a party to or bound by any Tax
allocation or sharing agreement. Except for an affiliated group with its Subsidiaries or LSBG (as applicable), none of
LSBG or any of its Subsidiaries (i) has been a member of an affiliated group filing a consolidated federal income Tax
Return, or (ii) has any liability for the Taxes of any individual, bank, corporation, partnership, association, joint stock
company, business trust, limited liability company, or unincorporated organization (other than LSBG or such
Subsidiary) under Reg. Section 1.1502-6 (or any similar provision of state, local, or foreign law), as a transferee or
successor, by contract, or otherwise.

(g) The unpaid Taxes of LSBG and its Subsidiaries (i) did not, as of the end of the most recent period covered by

LSBG s or such Subsidiary s call reports filed on or prior to the date hereof, exceed the reserve for Tax liability (rather
than any reserve for deferred Taxes established to reflect timing differences between book and Tax income) set forth

on the face of the financial statements included in LSBG s or such Subsidiary s call reports filed on or prior to the date
hereof (rather than in any notes thereto), and (ii) do not exceed that reserve as adjusted for the passage of time through
the Closing Date in accordance with the past custom and practice of LSBG or such Subsidiary in filing its Tax

Returns. Since the end of the most recent period covered by LSBG s or any of its Subsidiary s call reports filed prior to
the date hereof, none of LSBG or any of its Subsidiaries has incurred any liability for Taxes arising from

extraordinary gains or losses, as that term is used in GAAP, outside the ordinary course of business consistent with

past custom and practice.

(h) None of LSBG or any of its Subsidiaries shall be required to include any item of income in, or exclude any item of
deduction from, taxable income for any taxable period (or portion thereof) ending after the Closing Date as a result of
any: (i) change in method of accounting for a taxable period ending on or prior to the Closing Date; (ii) closing
agreement as described in Code Section 7121 (or any corresponding or similar provision of state, local or foreign
income Tax law) executed on or prior to the Closing Date; (iii) intercompany transactions or any excess loss account
described in Treasury Regulations under Code Section 1502 (or any corresponding or similar provision of state, local
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or (v) prepaid amount received on or prior to the Closing Date.

(i) None of LSBG or any of its Subsidiaries has distributed stock of another Person or had its stock distributed by
another Person in a transaction that was purported or intended to be governed in whole or in part by Section 355 or
Section 361 of the Code.
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(j) None of LSBG or any of its Subsidiaries has participated in a listed transaction within the meaning of Reg.

Section 1.6011-4 (or any predecessor provision) and none of LSBG or any of its Subsidiaries has been notified of, or

to LSBG s Knowledge has participated in, a transaction that is described as a reportable transaction within the meaning
of Reg. Section 1.6011-4(b)(1).

Section 3.22 Investment Securities. LSBG Disclosure Schedule 3.22 sets forth the book and market value as of
March 31, 2016 of the investment securities, mortgage backed securities and securities held for sale of LSBG and its
Subsidiaries, as well as, with respect to such securities, descriptions thereof, CUSIP numbers, book values, fair values
and coupon rates.

Section 3.23 Derivative Transactions.

(a) All Derivative Transactions entered into by LSBG or any of its Subsidiaries or for the account of any of their
respective customers were entered into in accordance with applicable laws, rules, regulations and regulatory policies
of any Governmental Authority, and in accordance with the investment, securities, commodities, risk management and
other policies, practices and procedures employed by LSBG and its Subsidiaries, and were entered into with
counterparties believed at the time to be financially responsible and able to understand (either alone or in consultation
with its advisers) and to bear the risks of such Derivative Transactions. Each of LSBG and its Subsidiaries has duly
performed all of its obligations under the Derivative Transactions to the extent that such obligations to perform have
accrued, and, to the Knowledge of LSBG, there are no breaches, violations or defaults or allegations or assertions of
such by any party thereunder.

(b) Except as set forth in LSBG Disclosure Schedule 3.23, no Derivative Transactions, were it to be a Loan held by

LSBG or any of its Subsidiaries, would be classified as Special Mention, = Substandard, = Doubtful, Loss, Classified
Criticized,  Credit Risk Assets, = Concerned Loans, = Watch List or words of similar import. The financial position of

LSBG and its Subsidiaries under or with respect to each such Derivative Transactions has been reflected in the books

and records of LSBG in accordance with GAAP consistently applied, and no open exposure of LSBG or any of its

Subsidiaries with respect to any such instrument (or with respect to multiple instruments with respect to any single

counterparty) exists.

Section 3.24 Loans: Nonperforming and Classified Assets.

(a) Except as set forth in LSBG Disclosure Schedule 3.24(a), as of the date hereof, none of LSBG or any of its
Subsidiaries is a party to any written or oral (i) loan, loan agreement, note or borrowing arrangement (including,
leases, credit enhancements, commitments, guarantees and interest-bearing assets) (collectively, Loans ), under the
terms of which the obligor was, as of December 31, 2015, over sixty (60) days delinquent in payment of principal or
interest or in default of any other material provision, or (ii) Loan with any director, executive officer or five percent or
greater shareholder of LSBG or any of its Subsidiaries, or to the Knowledge of LSBG, any person, corporation or
enterprise controlling, controlled by or under common control with any of the foregoing. LSBG Disclosure Schedule
3.24(a) identifies (x) each Loan that as of December 31, 2015 was classified as Special Mention, ~ Substandard,

Doubtful, Loss, Classified, Criticized, Credit Risk Assets, Concerned Loans, = Watch List or words of simil
LSBG or any of its Subsidiaries or any bank examiner, together with the principal amount of and accrued and unpaid
interest on each such Loan and the identity of the borrower thereunder, and (y) each asset of LSBG that as of
December 31, 2015 was classified as other real estate owned ( OREO ) and the book value thereof.

(b) Except as identified in LSBG Disclosure Schedule 3.24(b), each Loan (i) is evidenced by notes, agreements or
other evidences of indebtedness that are true, genuine and what they purport to be, (ii) to the extent secured, has been
secured by valid Liens which have been perfected and (iii) to the Knowledge of LSBG, is a legal, valid and binding
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fraudulent conveyance and other laws of general applicability relating to or affecting creditors rights and to general
equity principles.

(c) The loan documents with respect to each Loan were in compliance with applicable laws and regulations and
LSBG s or the applicable LSBG Subsidiary s lending policies at the time of origination of such Loans and are complete
and correct.
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(d) Except as set forth in LSBG Disclosure Schedule 3.24(d), none of LSBG or any of its Subsidiaries is a party to any
agreement or arrangement with (or otherwise obligated to) any Person which obligates LSBG or any of its
Subsidiaries to repurchase from any such Person any Loan or other asset of LSBG or any of its Subsidiaries.

Section 3.25 Tangible Properties and Assets.

(a) LSBG Disclosure Schedule 3.25(a) sets forth a true, correct and complete list of all real property owned by LSBG
or any of its Subsidiaries. Except as set forth in LSBG Disclosure Schedule 3.25(a), and except for properties and
assets disposed of in the ordinary course of business or as permitted by this Agreement, LSBG or one of its
Subsidiaries has good and clear record and marketable title to, valid leasehold interests in or otherwise legally
enforceable rights to use all of the real property, personal property and other assets (tangible or intangible), used,
occupied and operated or held for use by it in connection with its business as presently conducted in each case, free
and clear of any Lien, except for (i) statutory Liens for amounts not yet delinquent and (ii) Liens incurred in the
ordinary course of business or imperfections of title, easements and encumbrances, if any, that, individually and in the
aggregate, are not material in character, amount or extent, and do not materially detract from the value and do not
materially interfere with the present use, occupancy or operation of any material asset.

(b) LSBG Disclosure Schedule 3.25(b) sets forth a true, correct and complete schedule of all leases, subleases,
licenses and other agreements under which LSBG or any of its Subsidiaries uses or occupies or has the right to use or
occupy, now or in the future, real property (the Leases ). Each of the Leases is valid, binding and in full force and
effect and, as of the date hereof, none of LSBG or any of its Subsidiaries has received a written notice of, or otherwise
has Knowledge of any, default or termination with respect to any Lease. There has not occurred any event and no
condition exists that would constitute a termination event or a material breach by LSBG or any of its Subsidiaries of,
or material default by LSBG or any of its Subsidiaries in, the performance of any covenant, agreement or condition
contained in any Lease, and to LSBG s Knowledge, no lessor under a Lease is in material breach or default in the
performance of any material covenant, agreement or condition contained in such Lease. Except as set forth on LSBG
Disclosure Schedule 3.25(b), there is no pending or, to LSBG s Knowledge, threatened proceeding, action or
governmental or regulatory investigation of any nature by any Governmental Authority with respect to the real
property that LSBG or any of its Subsidiaries uses or occupies or has the right to use or occupy, now or in the future,
including a pending or threatened taking of any of such real property by eminent domain. Each of LSBG and its
Subsidiaries has paid all rents and other charges to the extent due under the Leases.

Section 3.26 Intellectual Property. LSBG Disclosure Schedule 3.26 sets forth a true, complete and correct list of all
LSBG Intellectual Property. LSBG or one of its Subsidiaries owns or has a valid license to use all LSBG Intellectual
Property, free and clear of all Liens, royalty or other payment obligations (except for royalties or payments with
respect to off-the-shelf Software at standard commercial rates). LSBG Intellectual Property constitutes all of the
Intellectual Property necessary to carry on the business of LSBG and its Subsidiaries as currently conducted. LSBG
Intellectual Property owned by LSBG or any of its Subsidiaries, and to the Knowledge of LSBG, all other LSBG
Intellectual Property, is valid and enforceable and has not been cancelled, forfeited, expired or abandoned, and none of
LSBG or any of its Subsidiaries has received notice challenging the validity or enforceability of LSBG Intellectual
Property. To the Knowledge of LSBG, the conduct of the business of LSBG and its Subsidiaries does not violate,
misappropriate or infringe upon the Intellectual Property rights of any third party. The consummation of the
transactions contemplated by this Agreement will not result in the loss or impairment of the right of LSBG and its
Subsidiaries to own or use any of the LSBG Intellectual Property.

Section 3.27 Fiduciary Accounts. Since December 31, 2015, each of LSBG and its Subsidiaries has properly

administered all accounts for which it is or was a fiduciary, including accounts for which it serves or served as a
trustee, agent, custodian, personal representative, guardian, conservator or investment advisor, in accordance with the
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nor any of its Subsidiaries nor any of their respective directors, officers or employees, has committed any breach of
trust with respect to any fiduciary account and the records for each such fiduciary account are true and correct and
accurately reflect the assets of such fiduciary account.
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Section 3.28 Insurance.

(a) LSBG Disclosure Schedule 3.28(a) identifies all of the material insurance policies, binders, or bonds currently
maintained by LSBG or any of its Subsidiaries, other than credit-life policies (the Insurance Policies ), including the
insurer, policy numbers, amount of coverage, effective and termination dates and any pending claims thereunder
involving more than $50,000. Each of LSBG and its Subsidiaries is insured with reputable insurers against such risks
and in such amounts as the management of LSBG reasonably has determined to be prudent in accordance with
industry practices. All the Insurance Policies are in full force and effect, none of LSBG or any of its Subsidiaries is in
material default thereunder and all claims thereunder have been filed in due and timely fashion.

(b) LSBG Disclosure Schedule 3.28(b) sets forth a true, correct and complete description of all bank owned life
insurance ( BOLI ) owned by LSBG or any of its Subsidiaries, including the value of BOLI as of the end of the month
prior to the date hereof. The value of such BOLI as of the date hereof is fairly and accurately reflected in the LSBG
Financial Statements in accordance with GAAP.

Section 3.29 Antitakeover Provisions. No control share acquisition,  business combination moratorium,  fair price or
other form of antitakeover statute or regulation is applicable to this Agreement and the transactions contemplated
hereby.

Section 3.30 Joint Proxy Statement/Prospectus. As of the date of the Joint Proxy Statement/Prospectus and the dates
of the meeting of the shareholders of LSBG to which such Joint Proxy Statement/Prospectus relates, the Joint Proxy
Statement/Prospectus will not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements therein, in light of the circumstances under which they were made, not misleading, provided
that information filed with the SEC and either incorporated by reference in the Joint Proxy Statement/Prospectus or
otherwise amending the Joint Proxy Statement/Prospectus as of a later date shall be deemed to modify information as
of an earlier date, and further provided that no representation and warranty is made with respect to information
relating to BHB and its Subsidiaries provided in writing by BHB and included in the Joint Proxy
Statement/Prospectus.

Section 3.31 Disclosure. The representations and warranties contained in this Article III, when considered as a whole,
do not contain any untrue statement of a material fact or omit to state any material fact necessary in order to make the
statements and information contained in this Article III not misleading.

Section 3.32 Charter Holding Corp.: Charter Trust Company.

(a) Charter Holding Corp., a wholly-owned subsidiary of Lake Sunapee Bank, is a New Hampshire corporation duly
organized, validly existing and in good standing under the laws of the State of New Hampshire. The charter and
bylaws of Charter Holding Corp., copies of which have been made available to BHB, are true, complete and correct
copies of such documents as in full force and effect as of the date of this Agreement.

(b) Charter Trust Company, a wholly-owned subsidiary of Charter Holding Corp. is a New Hampshire-chartered
non-depository trust company duly organized, validly existing and in good standing under the laws of the State of
New Hampshire. The charter and bylaws of Charter Trust Company, copies of which have been made available to
BHB, are true, complete and correct copies of such documents as in full force and effect as of the date of this
Agreement.

(c) Each of Charter Holding Corp. and Charter Trust Company has the corporate power and authority to carry on its
business as it is now being conducted and to own all its properties and assets.
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(d) Neither Charter Holding Corp. nor Charter Trust Company is a party to or is subject to any Regulatory Order from
any Governmental Authority charged with the supervision or regulation of it. Each of Charter Holding Corp. and
Charter Trust Company has not been advised by, or has any Knowledge of facts which could give rise to an advisory
notice by, any Governmental Authority that such Governmental Authority is contemplating issuing or requesting (or is
considering the appropriateness of issuing or requesting) any Regulatory Order.
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ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF BHB

As a material inducement to LSBG to enter into this Agreement and to consummate the transactions contemplated
hereby, BHB hereby makes to LSBG the representations and warranties contained in this Article I'V.

Section 4.01 Organization, Standing and Authority of BHB. BHB is a Maine corporation duly organized, validly
existing and in good standing under the laws of the State of Maine, and is duly registered as a savings and loan
holding company under the Home Owners Loan Act of 1933, as amended. BHB has full corporate power and
authority to carry on its business as now conducted. BHB is duly licensed or qualified to do business in the States of
the United States and foreign jurisdictions where its ownership or leasing of property or the conduct of its business
requires such qualification, except where the failure to be so qualified or licensed and in good standing would not
have a Material Adverse Effect on BHB. The Articles of Incorporation, as amended, and Amended and Restated
Bylaws of BHB, copies of which have been made available to LSBG, are true, complete and correct copies of such
documents as in full force and effect as of the date of this Agreement.

Section 4.02 Organization, Standing and Authority of Bar Harbor Bank. Bar Harbor Bank is a Maine chartered
financial institution duly organized, validly existing and in good standing under the laws of the United States. Bar
Harbor Bank s deposits are insured by the FDIC in the manner and to the fullest extent provided by applicable law, and
all premiums and assessments required to be paid in connection therewith have been paid by Bar Harbor Bank when
due. Bar Harbor Bank is a member in good standing of the FHLB and owns the requisite amount of stock in the FHLB
as set forth on BHB Disclosure Schedule 4.02. The charter and Bylaws of Bar Harbor Bank, copies of which have

been made available to LSBG, are true, complete and correct copies of such documents as in full force and effect as of
the date of this Agreement.

Section 4.03 BHB Capital Stock.

(a) The authorized capital stock of BHB consists of 20,000,000 shares of BHB Common Stock, par value $2.00 per
share, of which 6,023,077 shares are outstanding as of the date hereof, and 1,000,000 shares of authorized preferred
stock, of which no shares are outstanding ( BHB Preferred Stock ). As of the date hereof, 765,331 shares of BHB
Common Stock are held in treasury by BHB. The outstanding shares of BHB Common Stock have been duly
authorized and validly issued and are fully paid and non-assessable and free of preemptive rights. Except for the BHB
Common Stock to be issued pursuant to this Agreement and pursuant to outstanding BHB Option Awards, BHB does
not have any Rights issued or outstanding with respect to BHB Common Stock or BHB Preferred Stock and BHB
does not have any commitments to authorize, issue or sell any BHB Common Stock, BHB Preferred Stock or Rights.

(b) As of the date hereof, 13,976,923 shares of BHB Common Stock are available for issuance upon the exercise of
outstanding BHB Option Awards or available for issuance pursuant to the Bar Harbor Bankshares and Subsidiaries
Incentive Stock Option Plan of 2000, the 2009 Bar Harbor Bankshares and Subsidiaries Equity Incentive Plan and the
2015 Bar Harbor Bankshares and Subsidiaries Equity Incentive Plan. Upon issuance in accordance with the terms of
the outstanding award agreements, the shares of BHB Common Stock issued pursuant to the BHB Option Awards
shall be issued in compliance with all applicable laws.

Section 4.04 Subsidiaries. Except as disclosed on BHB Disclosure Schedule 4.04, BHB does not have any equity
interest, direct or indirect, in any other bank or corporation or in any partnership, joint venture or other business
enterprise or entity, and the business carried on by BHB has not been conducted through any other direct or indirect
Subsidiary or Affiliate of BHB. All of the issued and outstanding shares of capital stock or other equity ownership
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interests of each Subsidiary of BHB are owned by BHB, directly or indirectly, free and clear of any Liens, and all
such shares or equity ownership interests are duly authorized and validly issued and are fully paid and nonassessable
and free of preemptive rights. No such Subsidiary has any Rights issued or outstanding with respect to its capital stock
or other equity ownership interests, and it does not have any commitment to authorize, issue or sell any capital stock
or other equity ownership interests or Rights. No equity investment identified in BHB Disclosure Schedule 4.04 is
prohibited by the State of Maine, the MBFI or the FDIC.
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Section 4.05 Corporate Power: Minute Books. Each of BHB and Bar Harbor Bank has the corporate power and
authority to carry on its business as it is now being conducted and to own all its properties and assets; and each of
BHB and Bar Harbor Bank has the corporate power and authority to execute, deliver and perform its obligations under
this Agreement and to consummate the transactions contemplated hereby, subject to receipt of all necessary approvals
of Governmental Authorities and the approval of the shareholders of LSBG and BHB of this Agreement. The minute
books of BHB, true and complete copies of which have been made available to LSBG, contain true, complete and
accurate records of all meetings and other corporate actions held or taken by shareholders of BHB and the BHB Board
(including committees of the BHB Board).

Section 4.06 Execution and Delivery. Subject to the approval of this Agreement by the shareholders of BHB, this
Agreement and the transactions contemplated hereby have been authorized by all necessary corporate action of BHB
and the BHB Board on or prior to the date hereof. The BHB Board has directed that this Agreement be submitted to
BHB s shareholders for approval at a meeting of such shareholders and, except for the approval and adoption of this
Agreement by the requisite affirmative vote of the holders of the outstanding shares of BHB Common Stock entitled
to vote thereon, no other vote of the shareholders of BHB is required by law, the Articles of Incorporation, as
amended, of BHB, the Amended and Restated Bylaws of BHB or otherwise to approve this Agreement and the
transactions contemplated hereby. BHB has duly executed and delivered this Agreement and, assuming due
authorization, execution and delivery by LSBG, this Agreement is a valid and legally binding obligation of BHB,
enforceable in accordance with its terms (except as enforceability may be limited by applicable bankruptcy,
insolvency, reorganization, moratorium, fraudulent transfer and similar laws of general applicability relating to or
affecting creditors rights or by general equity principles).

Section 4.07 Regulatory Approvals: No Defaults.

(a) No consents or approvals of, or waivers by, or filings or registrations with, any Governmental Authority or with
any third party are required to be made or obtained by BHB or any of its Subsidiaries in connection with the
execution, delivery or performance by BHB or Bar Harbor Bank of this Agreement or to consummate the transactions
contemplated hereby, except for (i) filings of applications or notices with, and consents, approvals or waivers by the
FRB and MBF]I, as may be required, and (ii) the approval of this Agreement by the requisite affirmative vote of the
holders of the outstanding shares of BHB Common Stock. As of the date hereof, BHB is not aware of any reason why
the approvals set forth above and referred to in Section 6.01(a) will not be received in a timely manner.

(b) Subject to receipt, or the making, of the consents, approvals, waivers and filings referred to in the preceding
paragraph and expiration of the related waiting periods, the execution, delivery and performance of this Agreement by
BHB, and the consummation of the transactions contemplated hereby do not and will not (i) constitute a breach or
violation of, or a default under, the charter or Bylaws (or similar governing documents) of BHB or any of its
Subsidiaries, (ii) violate any statute, code, ordinance, rule, regulation, judgment, order, writ, decree or injunction
applicable to BHB or any of its Subsidiaries, or any of their respective properties or assets or (iii) violate, conflict
with, result in a breach of any provision of or the loss of any benefit under, constitute a default (or an event which,
with notice or lapse of time, or both, would constitute a default) under, result in the termination of or a right of
termination or cancellation under, accelerate the performance required by, or result in the creation of any Lien upon
any of the respective properties or assets of BHB or any of its Subsidiaries under, any of the terms, conditions or
provisions of any note, bond, mortgage, indenture, deed of trust, license, lease, contract, agreement or other
instrument or obligation to which BHB or any of its Subsidiaries is a party, or by which they or any of their respective
properties or assets may be bound or affected.

Section 4.08 Financial Statements. BHB has previously made available to LSBG copies of the consolidated balance
sheets of BHB and its Subsidiaries as of December 31 for the fiscal years 2015 and 2014, and the related consolidated
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statements of income, comprehensive income, changes in shareholders equity, and cash flows for the fiscal years
2015, 2014 and 2013, in each case accompanied by the audit report of RSM US LLP, the independent registered

public accounting firm of BHB (or KMPG LLP, the previous independent registered public accounting firm of BHB)
(the BHB Financial Statements ). The BHB Financial Statements (including the related notes, where applicable) fairly
present in all material respects the results of the consolidated operations and consolidated financial position of BHB

and its Subsidiaries for the respective fiscal periods or as of the respective dates therein set forth; each of such
statements (including the related
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notes, where applicable) complies with applicable accounting requirements and each of such statements (including the
related notes, where applicable) has been prepared in accordance with GAAP consistently applied during the periods
involved. The books and records of BHB and its Subsidiaries have been, and are being, maintained in accordance with
GAAP and any other applicable legal and accounting requirements and reflect only actual transactions. RSM US LLP
has not resigned or been dismissed as independent public accountants of BHB as a result of or in connection with any
disagreements with BHB on a matter of accounting principles or practices, financial statement disclosure or auditing
scope or procedure.

Section 4.09 Securities Filings. BHB has filed with the SEC all reports, schedules, registration statements, definitive
proxy statements and other documents that it has been required to file under the Securities Act or the Exchange Act
since December 31, 2013 (collectively, BHB s SEC Reports ). None of BHB s SEC Reports contained any untrue
statement of a material fact or omitted to state a material fact required to be stated therein or necessary to make the
statements made therein, in light of the circumstances under which they were made, not misleading. As of their
respective dates of filing with the SEC, all of BHB s SEC Reports complied in all material respects with the applicable
requirements of the Securities Act or the Exchange Act, as the case may be, and the rules and regulations of the SEC
promulgated thereunder. Each of the financial statements (including, in each case, any notes thereto) of BHB included
or incorporated by reference in BHB s SEC Reports complied as to form, as of their respective dates of filing with the
SEC, in all material respects with applicable accounting requirements and with the published rules and regulations of
the SEC with respect thereto. There are no outstanding comments or unresolved issued raised by the SEC staff with
respect to BHB s SEC Reports. None of BHB s Subsidiaries is required to file periodic reports with the SEC pursuant
to Section 13 or 15(d) of the Exchange Act.

Section 4.10 Absence of Certain Changes or Events.

(a) Since December 31, 2015, there has been no change or development or combination of changes or developments
which, individually or in the aggregate, has had or is reasonably likely to have a Material Adverse Effect on BHB.

(b) Since December 31, 2015, each of BHB and its Subsidiaries has carried on its business only in the ordinary and
usual course of business consistent with its past practices (except for the incurrence of expenses in connection with
this Agreement).

Section 4.11 Financial Controls and Procedures. During the periods covered by the BHB Financial Statements, each of
BHB and its Subsidiaries has had in place internal controls over financial reporting which are designed and
maintained to ensure that (i) transactions are executed in accordance with management s general or specific
authorizations, (ii) transactions are recorded as necessary to permit preparation of financial statements in conformity
with GAAP and to maintain accountability for assets, (iii) access to assets is permitted only in accordance with
management s general or specific authorization and (iv) the recorded accountability for assets is compared with the
existing assets at reasonable intervals and appropriate action is taken with respect to any differences. None of BHB s or
any of its Subsidiaries records, systems, controls, data or information are recorded, stored, maintained, operated or
otherwise wholly or partly dependent on or held by any means (including any electronic, mechanical or photographic
process, whether computerized or not) which (including all means of access thereto and therefrom) are not under the
exclusive ownership and direct control of BHB or its accountants or agents.

Section 4.12 Regulatory Matters.
(a) Each of BHB and its Subsidiaries has timely filed all reports, registrations and statements, together with any
amendments required to be made with respect thereto, that it was required to file since December 31, 2012 with any

Governmental Authority, and has paid all fees and assessments due and payable in connection therewith. Except for
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normal examinations conducted by any Governmental Authority in the regular course of the business, and except as
set forth in BHB Disclosure Schedule 4.12(a), no Governmental Authority has initiated any proceeding, or to the
Knowledge of BHB, investigation into the business or operations of BHB and its Subsidiaries, since December 31,
2012. Other than as set forth in BHB Disclosure Schedule 4.12(a) there is no unresolved violation, criticism, or
exception by any Governmental Authority with respect to any report or statement relating to any examinations of Bar
Harbor Bank. Bar Harbor Bank is well-capitalized as defined in applicable laws and regulations, and Bank has a
Community Reinvestment Act rating of satisfactory or better.
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(b) BHB has timely filed with the SEC and NYSE all documents required by the Securities Act and the Exchange Act,
and such documents, as the same may have been amended, complied, at the time filed with the SEC, in all material
respects with the Securities Act and the Exchange Act.

(c) Other than as set forth in BHB Disclosure Schedule 4.12(c), neither BHB, nor any of its properties is a party to or
is subject to any Regulatory Order from any Governmental Authority charged with the supervision or regulation of
financial institutions or issuers of securities or engaged in the insurance of deposits or the supervision or regulation of
it. BHB has not been advised by, or has any Knowledge of facts which could give rise to an advisory notice by, any
Governmental Authority that such Governmental Authority is contemplating issuing or requesting (or is considering
the appropriateness of issuing or requesting) any Regulatory Order.

Section 4.13 Legal Proceedings.

(a) Other than as set forth in BHB Disclosure Schedule 4.13(a), there are no pending or, to BHB s Knowledge,
threatened legal, administrative, arbitral or other proceedings, claims, actions or governmental or regulatory
investigations of any nature against BHB or any of its Subsidiaries.

(b) None of BHB or any of its Subsidiaries is a party to any, or are there any pending or, to BHB s Knowledge,
threatened, legal, administrative, arbitral or other proceedings, claims, actions or governmental or regulatory
investigations of any nature against BHB or any of its Subsidiaries in which, to the Knowledge of BHB, there is a
reasonable probability of any material recovery against or other Material Adverse Effect on BHB or any of its
Subsidiaries or which challenges the validity or propriety of the transactions contemplated by this Agreement.

(c) There is no injunction, order, judgment or decree imposed upon BHB or any of its Subsidiaries, or their respective
assets, and none of BHB or any of its Subsidiaries has been advised of, or is aware of, the threat of any such action.

Section 4.14 Compliance with Laws.

(a) Each of BHB and its Subsidiaries is in compliance with all applicable federal, state, local and foreign statutes,
laws, regulations, ordinances, rules, judgments, orders or decrees applicable thereto or to the employees conducting
such businesses, including the Equal Credit Opportunity Act, as amended, the Fair Housing Act, as amended, the
Community Reinvestment Act, the Home Mortgage Disclosure Act, the Bank Secrecy Act of 1970, as amended, the
Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act
of 2001, and all other applicable fair lending and fair housing laws or other laws relating to discrimination;

(b) Each of BHB and its Subsidiaries has all permits, licenses, authorizations, orders and approvals of, and has made
all filings, applications and registrations with, all Governmental Authorities that are required in order to permit it to
own or lease its properties and to conduct its business as presently conducted; all such permits, licenses, certificates of
authority, orders and approvals are in full force and effect and, to BHB s Knowledge, no suspension or cancellation of
any of them is threatened; and

(c) Other than as set forth in BHB Disclosure Schedule 4.14(c), none of BHB or any Subsidiary has received, since
December 31, 2013, any notification or communication from any Governmental Authority (i) asserting that it is not in
compliance with any of the statutes, regulations or ordinances which such Governmental Authority enforces, or

(ii) threatening to revoke any license, franchise, permit or governmental authorization (nor, to BHB s Knowledge, do
any grounds for any of the foregoing exist).
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Section 4.15 Material Contracts: Defaults. None of BHB or any of its Subsidiaries is a party to, bound by or subject to
any agreement, contract, arrangement, commitment or understanding (whether written or oral) which is a material
contract (as such item is defined in Item 601(b)(10) of Regulation S-K of the
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SEC) not filed as an exhibit to BHB s Annual Report or a subsequently filed Current Report on Form 8-K or Quarterly
Report on Form 10-Q of BHB. To its Knowledge, none of BHB or any of its Subsidiaries is in default under any
contract, agreement, commitment, arrangement, lease, insurance policy or other instrument to which it is a party, by
which its assets, business, or operations may be bound or affected, or under which it or its assets, business, or
operations receives benefits, and there has not occurred any event that, with the lapse of time or the giving of notice or
both, would constitute such a default. No power of attorney or similar authorization given directly or indirectly by
BHB or any of its Subsidiaries is currently outstanding.

Section 4.16 Brokers. BHB has received the opinion of Sandler O Neill & Partners, L.P. to the effect that, as of the
date hereof, the Exchange Ratio is fair, from a financial point of view, to BHB. Other than for financial advisory
services performed for BHB by Sandler O Neill & Partners, L.P. pursuant to an agreement dated April 19, 2016, a true
and complete copy of which has been previously delivered or made available to LSBG, neither BHB nor any of its
Subsidiaries, nor any of their respective officers, directors, employees or agents, has employed any broker or finder or
incurred any liability for any financial advisory fees, brokerage fees, commissions or finder s fees, and no broker or
finder has acted directly or indirectly for BHB or any of its Subsidiaries in connection with this Agreement or the
transactions contemplated hereby.

Section 4.17 Employee Benefit Plans.

(a) To the Knowledge of BHB, each BHB Benefit Plan has been operated and administered in all material respects in
accordance with its terms and with applicable law, including, but not limited to, ERISA, the Code, the Securities Act,
the Exchange Act, the Age Discrimination in Employment Act, COBRA, HIPAA, and any regulations or rules
promulgated thereunder, and all material filings, disclosures and notices required by ERISA, the Code, the Securities
Act, the Exchange Act, the Age Discrimination in Employment Act, COBRA, and HIPAA and any other applicable
law have been timely made or any interest, fines, penalties or other impositions for late filings have been paid in full.
Neither BHB nor any of its Subsidiaries have engaged in a transaction, or omitted to take any action, with respect to
any BHB Benefit Plan that would reasonably be expected to subject BHB or any Subsidiary to a material unpaid tax
or penalty imposed by either Section 4975 of the Code or Section 502 of ERISA.

(b) No BHB Benefit Plan currently maintained by BHB or any entity which is considered one employer with BHB

under Section 4001(b)(1) of ERISA or Section 414 of the Code (an BHB ERISA Affiliate ) is subject to Title IV of

ERISA ( BHB Defined Benefit Plan ). Neither BHB nor any BHB ERISA Affiliate has contributed to any
multiemployer plan, as defined in Section 3(37) of ERISA.

Section 4.18 Labor Matters.

(a) None of BHB or any of its Subsidiaries is a party to or bound by any collective bargaining agreement, contract or
other agreement or understanding with a labor union or labor organization, nor is BHB or any of its Subsidiaries the
subject of a proceeding asserting that it has committed an unfair labor practice (within the meaning of the National
Labor Relations Act, as amended) or seeking to compel BHB or any of its Subsidiaries to bargain with any labor
organization as to wages or conditions of employment, nor is there any strike or other labor dispute involving it
pending or, to BHB s Knowledge, threatened, nor is BHB or any of its Subsidiaries aware of any activity involving its
employees seeking to certify a collective bargaining unit or engaging in other organizational activity.

(b) Since December 31, 2012, each of BHB and its Subsidiaries has complied in all material respects with all
applicable legal requirements and employment or worker practices related to the employment of its employees and the
engagement of its independent contractors, consultant, interns, or other non-employee service providers, including
provisions related to wages, hours, overtime exemption classification, independent contractor classification, leaves of
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absence, equal opportunity, privacy right, retaliation, immigration, wrongful discharge, occupational health and safety,
workers compensation, severance, employee handbooks or manuals, and the payment of social security and other
taxes. To the Knowledge of BHB, there are no material actions, suits, complaints, charges, arbitrations, claims,
disputes, grievances, or controversies pending or threatened between either BHB or any of its Subsidiaries and any of
their respective present or former employees or independent contractors, consultants, interns, or other non-employee

service providers.
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(c) To the Knowledge of BHB, no senior executive officer or manager of any material operations of BHB or any of its
Subsidiaries or any material group of employees of BHB or any of its Subsidiaries has or have any present plans to
terminate their employment with BHB or such Subsidiary.

Section 4.19 Environmental Matters.

(a) To BHB s Knowledge, BHB and its Subsidiaries and their respective owned real properties are in material
compliance with all Environmental Laws. BHB is not aware of, nor has BHB or any of its Subsidiaries received notice
of, any past, present, or future conditions, events, activities, practices or incidents that may interfere with or prevent
the material compliance of BHB and its Subsidiaries with all Environmental Laws.

(b) To BHB s Knowledge, each of BHB and its Subsidiaries has obtained all material permits, licenses and
authorizations that are required under all Environmental Laws.

(c) To BHB s Knowledge, no Hazardous Substance exist on, about or within any of the owned real properties, nor to
BHB s Knowledge have any Hazardous Substance previously existed on, about or within or been used, generated,
stored, transported, disposed of, on or released from any of the Properties. The use that each of BHB and its
Subsidiaries makes and intends to make of the owned real properties shall not result in the use, generation, storage,
transportation, accumulation, disposal or release of any Hazardous Substance on, in or from any of those properties.

(d) There is no action, suit, proceeding, investigation, or inquiry before any court, administrative agency or other
governmental authority pending or to BHB s Knowledge threatened against BHB or any of its Subsidiaries relating in
any way to any Environmental Law. To BHB s Knowledge, none of BHB or any of its Subsidiaries has any liability
for remedial action under any Environmental Law. None of BHB or any of its Subsidiaries has received any request
for information by any governmental authority with respect to the condition, use or operation of any of the owned real
properties or BHB Loan Property nor has BHB or any of its Subsidiaries received any notice of any kind from any
governmental authority or other person with respect to any violation of or claimed or potential liability of any kind
under any Environmental Law with respect to any of the owned real properties or BHB Loan Property

Section 4.20 Tax Matters.

(a) Each of BHB and its Subsidiaries has filed all Tax Returns that it was required to file under applicable laws and
regulations, other than Tax Returns that are not yet due or for which a request for extension was filed. All such Tax
Returns were correct and complete in all material respects and have been prepared in substantial compliance with all
applicable laws and regulations. All Taxes due and owing by BHB and its Subsidiaries (whether or not shown on any
Tax Return) have been paid other than Taxes that have been reserved or accrued on the balance sheet of BHB and
which BHB or such Subsidiary is contesting in good faith. None of BHB or any of its Subsidiaries is the beneficiary
of any extension of time within which to file any Tax Return, and neither BHB nor any of its Subsidiaries currently
has any open tax years. No claim has ever been made by an authority in a jurisdiction where BHB or any Subsidiary
thereof does not file Tax Returns that it is or may be subject to taxation by that jurisdiction. There are no Liens for
Taxes (other than Taxes not yet due and payable) upon any of the assets of BHB or any of its Subsidiaries.

(b) Each of BHB and its Subsidiaries has withheld and paid all Taxes required to have been withheld and paid in
connection with any amounts paid or owing to any employee, independent contractor, creditor, shareholder, or other
third party.

(c) No foreign, federal, state, or local tax audits or administrative or judicial Tax proceedings are being conducted or
to the Knowledge of BHB are pending with respect to BHB or any of its Subsidiaries. None of BHB or any of its
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Subsidiaries has received from any foreign, federal, state, or local taxing authority (including jurisdictions where BHB
or any Subsidiary has not filed Tax Returns) any (i) notice indicating an intent to open an audit or other review,

(i) request for information related to Tax matters, or (iii) notice of deficiency or proposed adjustment for any amount
of Tax proposed, asserted, or assessed by any taxing authority against BHB or any of its Subsidiaries.
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(d) Each of BHB and its Subsidiaries has provided LSBG with true and complete copies of the United States federal,
state, local, and foreign income Tax Returns filed with respect to BHB or such Subsidiary, as the case may be, for
taxable periods ended December 31, 2015, 2014 and 2013. Each of BHB and its Subsidiaries has delivered to LSBG
correct and complete copies of all examination reports, and statements of deficiencies assessed against or agreed to by
BHB or such Subsidiary, as the case may be, filed for the years ended December 31, 2015, 2014 and 2013. Each of
BHB and its Subsidiaries has timely and properly taken such actions in response to and in compliance with notices
BHB or such Subsidiary, as the case may be, has received from the IRS in respect of information reporting and
backup and nonresident withholding as are required by law.

(e) None of BHB or any of its Subsidiaries has waived any statute of limitations in respect of Taxes or agreed to any
extension of time with respect to a Tax assessment or deficiency.

(f) None of BHB or any of its Subsidiaries has been a United States real property holding corporation within the
meaning of Code Section 897(c)(2) during the applicable period specified in Code Section 897(c)(1)(A)(ii). Each of
BHB or any of its Subsidiaries has disclosed on its federal income Tax Returns all positions taken therein that could
give rise to a substantial understatement of federal income Tax within the meaning of Code Section 6662. None of
BHB or any of its Subsidiaries is a party to or bound by any Tax allocation or sharing agreement. Except for an
affiliated group with its Subsidiaries or BHB (as applicable), none of BHB or any of its Subsidiaries (i) has been a
member of an affiliated group filing a consolidated federal income Tax Return, or (ii) has any liability for the Taxes of
any individual, bank, corporation, partnership, association, joint stock company, business trust, limited liability
company, or unincorporated organization (other than BHB or such Subsidiary) under Reg. Section 1.1502-6 (or any
similar provision of state, local, or foreign law), as a transferee or successor, by contract, or otherwise.

(g) The unpaid Taxes of BHB and its Subsidiaries (i) did not, as of the end of the most recent period covered by BHB s
or such Subsidiary s call reports filed on or prior to the date hereof, exceed the reserve for Tax liability (rather than any
reserve for deferred Taxes established to reflect timing differences between book and Tax income) set forth on the

face of the financial statements included in BHB s or such Subsidiary s call reports filed on or prior to the date hereof
(rather than in any notes thereto), and (ii) do not exceed that reserve as adjusted for the passage of time through the
Closing Date in accordance with the past custom and practice of BHB or such Subsidiary in filing its Tax Returns.
Since the end of the most recent period covered by BHB s or any of its Subsidiary s call reports filed prior to the date
hereof, none of BHB or any of its Subsidiaries has incurred any liability for Taxes arising from extraordinary gains or
losses, as that term is used in GAAP, outside the ordinary course of business consistent with past custom and practice.

(h) None of BHB or any of its Subsidiaries has distributed stock of another Person or had its stock distributed by
another Person in a transaction that was purported or intended to be governed in whole or in part by Section 355 or
Section 361 of the Code.

(i) None of BHB or any of its Subsidiaries has participated in a listed transaction within the meaning of Reg.

Section 1.6011-4 (or any predecessor provision) and none of BHB or any of its Subsidiaries has been notified of, or to
BHB s Knowledge has participated in, a transaction that is described as a reportable transaction within the meaning of
Reg. Section 1.6011-4(b)(1).

Section 4.21 Derivative Transactions.
(a) All Derivative Transactions entered into by BHB or any of its Subsidiaries or for the account of any of their
respective customers were entered into in accordance with applicable laws, rules, regulations and regulatory policies

of any Governmental Authority, and in accordance with the investment, securities, commodities, risk management and
other policies, practices and procedures employed by BHB and its Subsidiaries, and were entered into with

Table of Contents 297



Edgar Filing: BAR HARBOR BANKSHARES - Form S-4

counterparties believed at the time to be financially responsible and able to understand (either alone or in consultation
with its advisers) and to bear the risks of such Derivative Transactions. Each of BHB and its Subsidiaries has duly
performed all of its obligations under the Derivative Transactions to the extent that such obligations to perform have
accrued, and, to the Knowledge of BHB, there are no breaches, violations or defaults or allegations or assertions of
such by any party thereunder.
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(b) Except as set forth in BHB Disclosure Schedule 4.21(b), no Derivative Transactions, were it to be a Loan held by

BHB or any of its Subsidiaries, would be classified as Special Mention, = Substandard, = Doubtful, Loss, Classified,
Criticized,  Credit Risk Assets, = Concerned Loans, = Watch List or words of similar import. The financial position of

BHB and its Subsidiaries under or with respect to each such Derivative Transactions has been reflected in the books

and records of BHB in accordance with GAAP consistently applied, and no open exposure of BHB or any of its

Subsidiaries with respect to any such instrument (or with respect to multiple instruments with respect to any single

counterparty) exists.

Section 4.22 Loans: Nonperforming and Classified Assets.

(a) Except as set forth in BHB Disclosure Schedule 4.22(a), as of the date hereof, none of BHB or any of its

Subsidiaries is a party to any written or oral (i) Loans, under the terms of which the obligor was, as of December 31,

2015, over sixty (60) days delinquent in payment of principal or interest or in default of any other material provision,

or (ii) Loan with any director, executive officer or five percent or greater shareholder of BHB or any of its

Subsidiaries, or to the Knowledge of BHB, any person, corporation or enterprise controlling, controlled by or under
common control with any of the foregoing. BHB Disclosure Schedule 4.22(a) identifies (x) each Loan that as of

December 31, 2015 was classified as Special Mention,  Substandard, = Doubtful, Loss, Classified, Criticized,
Risk Assets, Concerned Loans, = Watch List or words of similar import by BHB or any of its Subsidiaries or any bank
examiner, together with the principal amount of and accrued and unpaid interest on each such Loan and the identity of

the borrower thereunder, and (y) each asset of BHB that as of December 31, 2015 was classified as OREO and the

book value thereof.

(b) Each Loan (i) is evidenced by notes, agreements or other evidences of indebtedness that are true, genuine and what
they purport to be, (ii) to the extent secured, has been secured by valid Liens which have been perfected and (iii) to the
Knowledge of BHB, is a legal, valid and binding obligation of the obligor named therein, enforceable in accordance
with its terms, subject to bankruptcy, insolvency, fraudulent conveyance and other laws of general applicability
relating to or affecting creditors rights and to general equity principles.

(c) The loan documents with respect to each Loan were in compliance with applicable laws and regulations and BHB s
or the applicable BHB Subsidiary s lending policies at the time of origination of such Loans and are complete and
correct.

(d) Except as set forth in BHB Disclosure Schedule 4.22(d), none of BHB or any of its Subsidiaries is a party to any
agreement or arrangement with (or otherwise obligated to) any Person which obligates BHB or any of its Subsidiary s
to repurchase from any such Person any Loan or other asset of BHB or any of its Subsidiaries.

Section 4.23 Tangible Properties and Assets.

(a) Except as set forth in BHB Disclosure Schedule 4.23(a), and except for properties and assets disposed of in the
ordinary course of business or as permitted by this Agreement, BHB or one of its Subsidiaries has good and clear
record and marketable title to, valid leasehold interests in or otherwise legally enforceable rights to use all of the real
property, personal property and other assets (tangible or intangible), used, occupied and operated or held for use by it
in connection with its business as presently conducted in each case, free and clear of any Lien, except for (i) statutory
Liens for amounts not yet delinquent and (ii) Liens incurred in the ordinary course