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LETTER from the PRESIDENT

SIGNS of OPPORTUNITY

That's what we're seeing at Kennebunk Savings. As we closed the books on a

successful 2010, we set a course for 2011, making plans for opportunities that we

know are emerging all around us. With a focus on our newly developed three-year

strategic plan, we've begun laying the groundwork for a measured expansion, both

technologically and geographically, that will ensure our success for years to come.

Integral to any long-term plan,
however, is continued financial
stability. The 2010 fiscal year
was a good one for us, as we
reported a $5.0 million after-tax
net profit and a 0.63% return
on assets. We continue our
recovery from the strained
earnings associated with

the 2008 downturn, but also
face the reality of a slower-
than-anticipated upturn due
to continued stresses in the
greater economy and what is, at best, an uneven recovery.

As in prior years, margin management was one of the keys to
our success, as we exhibited a peer leading 4.55% net interest
margin based on earning assets.

As a result of improved earnings, we saw our already strong
capital position improve further, as our Tier 1 Capital Ratio
increased from 9.32% at FYEQ9 to 9.83% at FYE10. As further
evidence of our progress since 2008, our Tier 1 Core Capital has
increased from $72.2 million at FYEO8 to $79.4 million at FYE1O0.

With the uncertainties of the current market, what are some of
the signs we saw in 2010?

“Opening Doors for Business”

We continue to play a major role in the economy of southern
Maine and now seacoast New Hampshire, and we see the
promise in their economies. As an affirmation that we're
successfully meeting the needs of small business, we won
several awards in 2010. For us, the awards are just icing on the
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cake; what truly matters is that we were able to lend
" ahand to projects that facilitated economic growth
and created jobs for small businesses. In November
we received the Finance Authority of Maine's 2010
Financial Institution of the Year award, for helping

to put small business loans in reach for the many
entrepreneurs in our marketplace. We received

an award from the Granite State Development
Corporation for writing the most Maine loans

under the Small Business Administration’s 504

Loan Program, which helps operating companies
purchase or expand their property, plant and
equipment with lower equity requirements. One of
our commercial lenders in York, Chris Kehl, received an award
from Granite State Development Corporation for writing more
504 loans than any other lender in Maine. And lastly, the US
Small Business Administration recently named us as the “Top
Performing 3rd Party Lender”for the 504 loan program.

By doing what we can to

get businesses the
financing they need,
we're opening doors
for businesses.

Vicki Turner of Philbrick’s Fresh
Market working with Vice President,
(hris Kehl, of the York Office.
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“We're Here to Help”

For some institutions, coming into a town and writing a

check is their version of giving back to the community. While

we believe that financial support is a key component to

our support of our communities — which we demonstrate

through the continued commitment to return a minimum of

10% of our earnings back to nonprofits in our communities

— we know and you know that money is only part of the

equation. In 2010 our employees volunteered over 9,000 hours

to nonprofits across our market area. With our full support, our

employees choose to be involved members of the community,

delivering Meals on Wheels, volunteering as financial

counselors or in their child's school, walking to help raise funds

to fight cancer, leading the local Rotary Clubs, or cooking a

meal at the local shelter; they are right beside you, working

to make our communities a better place. Everything they do

makes it possible for me to stand up at our Annual Meeting
each May knowing that our

commitment to our customers
and our communities is
unparalleled. While we
were proud to be able to
give back $500,000 to our
communities in 2010,

we know it's about more
than just a check.

Kennebunk Savings staff members work to clear trails for Waban, Inc, of Sanford,

WHAT ARE SOME OF THE SIGNS of
OPPORTUNITY WE ARE SEEING IN 20117

“Bank Anytime, Anywhere”

In 2011 we'll be adding to our capabilities when we roll

out our mobile banking product. While many banks have
introduced mobile banking recently, we'll be debuting our
“triple play” product. You'll be able to bank from your mobile
or smart phone using a mobile browser, text-enabled banking
or, if you have an iPhone®, on Kennebunk Savings' mobile

app. Receive balance alerts, check balances, make transfers
and pay bills — all via your phone. Branches staffed by great
people, internet banking, telephone banking, and now mobile
banking — it's our commitment to you that you can bank
anywhere, anytime and anyway you want.

(OrTre:

Portsmouth Staff, from left to right: John Burcke, Jamie Thompson, Megan Pratt, Ryan
Bishop, Ryan Hale, Danny Edgecomb, and Martha Bertsimas (seated).

“Now Open...in Portsmouth!”

Some people see it as a big jump across a state line...we see
it is as a logical move into a neighborhood we already know
well. With an existing base of New Hampshire customers who
have been doing business with us for years at our Berwick,
Eliot and Kittery, Maine branches, it shouldn't be a surprise
that we understand the opportunity offered by seacoast New
Hampshire. We started with a full-service branch in Portsmouth
in February 2011, including commercial lending, residential
lending, and access to insurance” and investment services'. As
always, our commitment to our customers will be enhanced
by our commitment to the community, as we look for
opportunities to meet new nonprofit partners.

2011 will undoubtedly continue to present challenges,
economically and otherwise, however, we are well positioned
to continue our 140-year track record of success.

One last note is a thank you to Andy Furlong, who stepped
down as Board Chairman in July 2010. We are greatly
appreciative of Andy’s leadership, guidance and commitment
to Kennebunk Savings over the last 11 years that he served

in this position. Fortunately, he is continuing to serve on the

Board and remains a valuable resource to our newly elected
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Chairman, Richard Bibber.
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Bradford C. Paige,

President & CEO

OPPORTUNITY




KENNEBUNK SAVINGS 2010 FINANCIAL REPORT

FINANCIAL STATEMENT

December 31,2010

ASSETS
Cash on Hand and Due From Banks $ 32,307,943
Securities Available for Sale 84,279,776
Federal Home Loan Bank Stock 4,809,300
Loans 630,013,457

Less Allowances for Loan Losses 10,517,863
Net Loans 619,495,594
Accrued Interest Receivable 2,704,473
Bank Premises, Net of Depreciation 17,096,844
Real Estate Acquired 0
Income Taxes Deferred 8,893,568
Other Assets 25,603,004
TOTAL ASSETS $ 795,190,502
LIABILITIES

Deposit Accounts
Demand Accounts

Interest-Bearing Checking Accounts 64,745,835
Money Market Accounts 20,549,438
Certificates of Deposit 96,540,673
Passbook & Statement Savings 318,391,829
Christmas Clubs 154,381
Total Deposit Accounts 636,898,725
Other Borrowed Money 60,443,295
Accrued Interest Payable 312,209
Other Liabilities 19,390,416

$ 136,516,569

TOTAL LIABILITIES § 717,044,645
NET WORTH

Surplus 9,000,000
Undivided Profits 74717917
Accumulated Other Comprehensive Gain/(Loss) Income (5,572,060)
Total Net Worth 78,145,857

TOTAL LIABILITIES AND NET WORTH

$ 795,190,502



