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Record Earnings at Bar Harbor Bankshares

BAR HARBOR, Maine (October 26, 201%)Bar Harbor Bankshares (the “Company”) (NYSE Amex:
BHB) the parent company of Bar Harbor Bank & Tr{ste “Bank”), today announced net income
available to common shareholders of $3.0 milliontfe third quarter of 2011, representing an inseea
of $140 thousand, or 4.9%, compared with the thudrter of 2010. The Company’s diluted earnings per
share amounted to $0.77 for the quarter, compaithdd@.75 in the third quarter of 2010, represemntn
increase of 2.7%.

The Company’s annualized return on average shatet®lequity amounted to 10.45% for the quarter,
compared with 10.81% in the third quarter of 208e Company’s annualized return on average assets
amounted to 1.04%, unchanged from the third quaft2010.

For the nine months ended September 30, 2011, ¢tmep@ny reported earnings available to common
shareholders of $8.7 million, up $672 thousand3.df6 compared with the first nine months of 2010.
Diluted earnings per share amounted to $2.23, upd$@r 6.7% compared with the first nine months of
2010. The Company’s annualized return on averageehblders’ equity amounted to 10.60% for the nine
months ended September 30, 2011, compared witd%0feér the same period in 2010. The Company'’s
annualized return on average assets amounted1®&olddmpared with 1.07% for the nine months ended
September 30, 2010.

In making the announcement, the Company’s PresigettChief Executive Officer, Joseph M. Murphy
commented, “As we enter the last quarter of 2018 ave pleased to report record quarterly and year-t
date earnings, despite the weak economy and shugmps demand. Our third quarter performance was
highlighted by a 9.5% increase in net interest me@ver the same quarter last year, and markeithitide
consecutive quarter where we enjoyed an expangionronet interest margin. We continue to focus on
the management of our operating expenses and easqul to report quarterly and year-to-date effagien
ratios of 52.9% and 53.8% respectively, both ofchitriepresent improvements over the same periotls las
year and are markedly better than industry normhiléMhese results are most gratifying, the future
prospects for the financial sector and our Compamytinue to be overshadowed by the final outcome of
regulatory reform legislation known as the DoddrkrdVall Street Reform and Consumer Protection
Act, which could negatively impact future revenwa®l expenses. We are awaiting the expected new
rules, regulations and related process changesvéinekpand our compliance resources appropriatély.

is our belief that our strong risk management caltemains a primary reason for our success.”



Mr. Murphy concluded his remarks by adding, “As leek ahead to 2012, we are facing an economic
environment that can best be described as chatigrgind fraught with uncertainties. While our local
economy has performed somewhat better than thenadtieconomy, we still face the issues of
unemployment, tax policy, depressed real estataesgalpolitical uncertainty and lack of consumer
confidence. We are anticipating diminished loan aedhalong with some pressure on our net interest
margin, given current monetary policy and furtheauwfitative easing by the Federal Reserve. We\lie
we are prepared for these challenges and will coatto seek out opportunities to expand our busines
and deliver the promise of successful communityklranto our customers and shareholders alike. i1 th
regard, we believe we are well positioned for moatertainties or opportunities that may lie ahegagen

our strong balance sheet, regulatory capital ratmmstangible common equity position.”

Balance Sheet

Assets: Total assets ended the third quarter at $1.16obijllup $38.1 million, or 3.4%, compared with
December 31, 2010. Asset growth was driven by as@e in the Bank’s loan and securities portfolios.

Loans: Total loans ended the third quarter at $714.2 amillrepresenting an increase of $13.5 million, or
1.9%, compared with December 31, 2010. Consumesslagre up $19.5 million, which was principally
attributed to the purchase of a Maine-based, sedsportfolio of prime consumer loans in the first
quarter of 2011. Reflecting diminished businessldamand in the communities served by the Bank,
commercial loans declined $2.3 million, or 0.6% eamed with December 31, 2010.

Credit Quality: Total non-performing loans ended the third quaate$12.5 million, down from $13.7
million at December 31, 2010. One commercial resthte development loan to a local, non-profit
housing authority in support of an affordable hagsproject accounted for $3.2 million of total non-
performing loans, down from $5.2 million at Decemi3&, 2010. During the third quarter the Bank
charged off $1.9 million of this loan, of which @Imillion had already been allocated for in the Ban
allowance for loan losses in prior reporting pesiotihe extent of this loan loss was principallyibtted

to the local town’s reconsideration of a bond issgathat ultimately failed to gain voter support,
combined with a depressed real estate market aslhitig real estate values over the past few ydans.
the nine months ended September 30, 2011, totalloaet charge-offs amounted to $2.2 million,
compared with $774 thousand for the same peri@D 0.

For the three and nine months ended Septembei03Q, the Bank recorded provisions for loan losdes o
$750 thousand and $1.9 million, compared with $#sisand and $1.5 million for the same periods in
2010. The foregoing provisions were largely attiéolithe aforementioned non-performing loan to a
local, non-profit housing authority. At Septembe®, 3011, the allowance for loan losses (the
“allowance”) stood at $8.2 million, down from $8rhillion at December 31, 2010. The allowance
expressed as a percentage of total loans stoad4#olat quarter end, down from 1.21% at December 31
2010.

Securities: Total securities ended the third quarter at $3&@lHon, up $30.5 million, or 8.5% compared
with December 31, 2010. Securities purchased duhadirst nine months of 2011 principally constste
of mortgage-backed securities issued and guarariiged.S. Government agencies and sponsored-
enterprises.

Deposits: Historically, the banking business in the Bank'arket area has been seasonal, with lower
deposits in the winter and spring and higher dépasisummer and autumn. The timing and extent of
seasonal swings have varied from year to yearicpéatly with respect to demand deposits and NOW
accounts.



Total deposits ended the third quarter at $762.liomj up $53.8 million, or 7.6%, compared with
December 31, 2010. Demand deposits and NOW acz@amtbined were up $24.4 million or 17.1%,
while savings, money market and time deposits coetivere up $29.3 million, or 5.2%.

Capital: At September 30, 2011, the Company and the Bantimged to exceed regulatory requirements
for “well-capitalized” financial institutions. Unddahe capital adequacy guidelines administeredhiey t
Bank’s principal regulators, “well-capitalized” titsitions are those with Tier | leverage, Tier Iski
based, and Total Risk-based ratios of at least®%oand 10%, respectively. At September 30, 20X, th
Company’s Tier | Leverage, Tier | Risk-based, amdal Risk-based capital ratios were 9.30%, 14.38%
and 16.16%, respectively.

In the first quarter of 2010, the Company repurehlasf all of its previously issued shares of Preigr
Stock from the U.S. Department of the Treasury (ffreasury”). The Preferred Stock was sold to the
Treasury in 2009 as part of the Emergency Econ@tabilization Act. As a result of the repurchabe, t
Company accelerated the accretion of $496 thousamdeferred stock discount, reducing net income
available to common shareholders and diluted egsniper share by $496 thousand and $0.13,
respectively. Total preferred stock dividends aoctetion of discount amounted to $653 thousanthén t
first nine months of 2010, compared with none it 20

At September 30, 2011, the Company’s tangible comawuity ratio stood at 9.89%, up from 9.01% at
December 31, 2010.

Shareholder Dividends: The Company paid regular cash dividends of $0.2#5pare of common stock
in the third quarter of 2011, up $0.005 from th®pguarter and representing an increase of $0d015
5.8% compared with the third quarter of 2010. Asvjmusly announced, the Company’s Board of
Directors recently declared a fourth quarter regash dividend of $0.28 per share of common stock,
representing an increase of $0.015 or 5.7% compartdthe fourth quarter of 2010. Based on the
September 30, 2011 price of the Company’s commocksthe annualized dividend yield amounted to
4.00%.

Results of Operations

Net Interest Income: For the three months ended September 30, 201linteeest income on a tax-
equivalent basis amounted to $9.1 million, up $6usand on a linked-quarter basis and represeating
increase of $721 thousand, or 8.6% compared with ttird quarter of 2010. This increase was
principally attributed to average earning assewwinoof $57.7 million, or 5.5%, combined with an
improved net interest margin. The net interest imaamounted to 3.24% in the third quarter, an
expansion of one basis point on a linked-quartsishand nine basis points higher than the thiiateuo

of 2010. This improvement was principally attribditeo the cost of interest bearing liabilities, whic
declined fifteen basis points more than the yigldawerage earning assets compared with the thadeju
of 2010.

For the nine months ended September 30, 2011nteeest income on a tax-equivalent basis amounted t
$26.8 million, up $1.7 million or 7.0% compared hvithe same period in 2010. This increase was
principally attributed to average earning assetmjnoof $69.3 million or 6.7%, and to a lesser ekten
one basis point improvement in the tax-equivalettimterest margin to 3.23%, compared with the firs
nine months of 2010.



Non-interest Income: For the three months ended September 30, 2011, notainterest income
amounted to $2.1 million, unchanged compared whththird quarter of 2010. Trust and other financial
services fees declined $54 thousand or 6.8%, bstlavgely offset by a $43 thousand or 13.5% in&@eas
in credit and debit card service charges and faeba $7 thousand or 1.9% increase in service ehang
deposit accounts. Total third quarter securitiepgyaet of other-than-temporary impairment (“OTTI")
losses amounted to $421 thousand, compared witty $40usand in the third quarter of 2010,
representing an increase of $14 thousand, or 3.4%.

For the nine months ended September 30, 2011 rtotainterest income amounted to $5.3 million, down
$489 thousand or 8.5%, compared with the first mmenths of 2010. This decline was principally
attributed to a decline in securities gains neOafT| losses. Total securities gains net of OTTlskxs
amounted to $587 thousand for the nine months eSdptember 30, 2011, compared with $1.2 million
for the same period in 2010, representing a dedlir$637 thousand.

For the nine months ended September 30, 2011,anasbther financial services fees amounted to $2.3
million, up $125 thousand or 5.9% compared with shene period in 2010. Reflecting additional new
business, at September 30, 2011 assets under meewtgstood at $332.5 million, representing an
increase of $21.4 million or 7.1% compared witht8egber 30, 2010.

For the nine months ended September 30, 2011t @edidebit card service charges and fees amounted
to $940 thousand, up $96 thousand or 11.4% compeitbdhe first nine months of 2010. This increase
was principally attributed to continued growth bétBank’s retail deposit base, higher levels ofainant
credit card processing volumes, and continued ssoe@h a program that offers rewards for certahid
card transactions.

Non-interest Expense: For the three months ended September 30, 2011, riotainterest expense
amounted to $5.7 million, up $166 thousand, or 3.@%mpared with the third quarter of 2010. The
increase in non-interest expense was principalhbated to a $266 thousand or 8.9% increase eriesl
and employee benefits, largely reflecting $128 Hamdl in health insurance credits recorded in thd th
guarter of 2010 based on favorable claims expegiebe foregoing increase was partially offset by
expense declines in a variety of expense categories

For the nine months ended September 30, 2011, rtotainterest expense amounted to $17.0 million, up
$866 thousand, or 5.4% compared with the same@@ria010. The increase in non-interest expense was
attributed to a variety of expense categories tioly higher levels of loan collection and othel estate
owned expenses as well as higher marketing andtaibiar contribution expenses. Occupancy, furniture
and equipment expenses were up a combined $22@ahduwhich were largely attributed to higher
levels of utilities expense, equipment and softwdepreciation, and maintenance contract expenses
related to a variety of technology upgrades and temhinology systems and applications. Salaries and
employee benefit expenses were up $471 thousabd%s, which was principally attributed to normal
increases in base salaries, increases in empl@gthlinsurance premiums, as well as changesfiingta
levels and mix.

About Bar Harbor Bankshares

Bar Harbor Bankshares, a 2011 Best Places to WoMaine Company, is the parent company of its
wholly owned subsidiary, Bar Harbor Bank & TrusBar Harbor Bank & Trust, founded in 1887,
provides full service community banking with twehloeanch office locations serving downeast and
midcoast Maine.



This earnings release contains certain forward-logkstatements with respect to the financial caaditresults of
operations and business of Bar Harbor Bankshares {€Company”) for which the Company claims the piiion
of the safe harbor provided by the Private Seasitiitigation Reform Act of 1995, as amended. Yauidentify
these forward-looking statements by the use of sviikd “strategy,” “anticipates” “expects,” “plans; “believes,”
“will,” “estimates,” “intends,” “projects,” “goals, ” “targets,” and other words of similar meaning. od can also
identify them by the fact that they do not reldtectly to historical or current facts. Forward-tiking statements
include, but are not limited to, those made in carion with estimates with respect to the futursules of
operation, financial condition, and the businesshaf Company which are subject to change baseti®intpact of
various factors that could cause actual resultsliffer materially from those projected or suggesties to certain
risks and uncertainties. These risks and unceties include, but are not limited to, changes émegral economic
conditions, interest rates, deposit flows, loan ded) internal controls, legislation or regulatioma@ accounting
principles, policies or guidelines, as well as atkeonomic, competitive, governmental, regulatangd accounting
and technological factors affecting the Companyfserations. For more information about these risksda
uncertainties and other factors, please see the gamyis Annual Report on Form 10-K, as updated by th
Company’s Quarterly Reports on Form 10-Q and offilergs on file with the SEC. All of these factaitsould be
carefully reviewed, and readers should not placduareliance on these forward-looking statemente Company
assumes no obligation to update any forward-loolstegements as a result of new information or feitewents or
developments.



Bar Harbor Bankshares
Selected Financial Information
(dollars in thousands except per share data)

Balance Sheet Data

Total assets

Total securities

Total loans

Allowance for loan losses
Total deposits

Total Borrowings
Shareholders' equity

Results Of Operations

Interest and dividend income

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

Preferred stock dividends
and accretion of discount

Net income available to
common shareholders

Share and Per Common Share Data

Period-end shares outstanding
Basic average shares outstanding
Diluted average shares outstanding

Basic earnings per share
Diluted earnings per share

Cash dividends
Book value
Tangible book value

Selected Financial Ratios

Return on Average Assets

Return on Average Equity
Tax-equivalent Net Interest Margin
Efficiency Ratio(1)

(unaudited)

Period End 3rd Quarter Average
9/30/2011 12/31/2010 2011 2010
$1,156,032 $1,117,933 $13P52, $1,093,371

388,415 357,882 368,579 349,992
714,218 700,670 723,219 681,646
8,153 8,500 9,698 8,611
762,094 708,328 752,996 697,753
270,962 300,014 279,903 284,968
117,173 103,608 114,298 105,362
Three Months Ended Nine Months Ended
9/30/2011 9/30/2010 9/30/2011 9/30/2010
$ 12,720 $2,879 $ 38,314 $ 38,438
4,016 4,933 12,652 14,639
8,704 94B, 25,662 23,799
750 450 1,850 1,500
7,954 7,496 23,812 22,299
2,064 065, 5,281 5,770
5,684 ,518 16,981 16,115
4,334 4,043 12,112 11,954
1,324 1,173 3,460 3,321
$ 3,010 $ 2,870 $8,652 $ 8,633
653
$ 3,010 2,870 $ 8,652 $ 7,980
3,889,184 04%81 3,889,184 3,804,681
3,876,648B,783,036 3,853,030 3,771,903
3,889,2573,829,349 3,874,690 3,821,628
$ 0.78 $0.76 $ 2.25 $ 2.12
$ 0.77 $0.75 $ 2.23 $ 2.09
$ 0.275 $ 0.260 $ 03815 $ 0.780
$ 30.13 $ 2797 $30.13 $ 2797
$ 29.32 $ 27.14 $ 29.32 $ 27.14
1.04% 1.04% 1.01% 1.07%
10.45% 10.81% 10.60% 10.94%
3.24% 5841 3.23% 3.22%
52.9% 54.9% 53.8% 354,



Asset Quality

Net charge-offs to average loans, annualized
Allowance for loan losses to total loans

Allowance for loan losses to non-performing loans
Non-performing loans to total loans
Non-performing assets to total assets

Capital Ratios

Tier 1 leverage capital

Tier 1 risk-based capital

Total risk-based capital
Tangible equity to total assets
Tangible common equity (2)

(1) Computed by dividing non-interest expense bystim of tax equivalent net interest income andintenest income other

than net securities gains and OTTI.

(2) Computed by dividing the total common sharefisidequity, less goodwill and other intangibleetssby total assets, less

goodwill and other intangible assets.

At or for the
Nine Months Ended

September 30,
2011 2010
0.41% 0.15%
14% 1.25%
65% 96%
1.75% 1.31%
%.34 0.82%
9.30% 9.06%
14.38% 13.61%
16.16% 15.48%
9.86%  9.36%
9.89% 938

HeEH#

At or for the
Year Ended
December 31,

2010

0.24%

1.21%

62%
1.95%
1.28%

9.01%
13.57%
15.41%

8.99%

9.01%



