A MESSAGE FROM THE PRESIDENT

We are pleased to report continued excellent results for Katahdin
Bankshares Corp. Third quarter net income before preferred
stock dividends totaled $1,872,000, bringing year to date
earnings to $5,311,000. Earnings increased over the first nine
months of 2017 by $1,949,000 or 58%. Four key factors make
up this year over year growth:

1. Increased pre-tax net interest income of $610,000,

2. A reduction of $428,000 in pre-tax operating expenses
(2017 included extra one-time branch closing costs of
$285,000),

3. Improving credit quality requiring a lower provision for loan
losses of $620,000 pre-tax, and

4. Savings from the Federal corporate tax rate reduction
last year producing tax accrual savings of an estimated
$812,000.

The Company earned $1.39 per share year to date, an increase
of $0.59 over 2017. Return on average assets totaled 0.90%
and the Company return on average equity stood at 10.79%
compared to 6.45% in 2017.

Total assets are down slightly from last year, mainly reflecting
two large loan payoffs in the third quarter of 2018. Total assets
stood at $792,445,000 on September 30, 2018 compared
to $793,160,000 in 2017 and $801,672,000 on June 30,
2018. Investments totaled $90,170,000. We've purchased
securities sufficient to maintain but not grow the portfolio during
this time, as yields have not been favorable. Total loans stand at
$656,137,000, down from last year by $5.5 million as a result
of a net $14.8 million portfolio reduction in the third quarter. We
continue to develop new business to replace this reduction, while
at the same time focusing on maintaining solid credit standards
and net interest margins. Higher interest rates have somewhat
slowed the pace of new business, particularly on refinances.

Credit conditions remained solid. Non-performing loans to
period-end loans totaled 1.05%, very similar to last quarter and
down from 1.82% last year at this time. Our assessment is that
the allowance for loan losses is adequately funded at this time.
We assess our allowance on an ongoing basis.

We continue to experience good deposit growth, benefiting our
funding mix and helping maintain profits through a stable net
interest margin. Total deposits stood at $632,483,000, down
from last year by $14.5 million. However, this total includes
local deposit growth of $18.4 million year over year coupled
with a reduction in brokered deposits and national cd’s of $32.9
million. We're pleased with the results of business development
efforts throughout all of our market areas.

The Company paid a quarterly dividend of $0.1075 per share in
the third quarter 2018, representing a 7.5% increase over 2017.

| am proud to share that Katahdin Trust has been named as one
of the 2018 Best Places to Work in Maine. Based on employee
feedback, we were ranked one of the top 37 companies in
the medium employer category (50-249 employees). This
awards program is a project of the Society for Human Resource
Management — Maine State Council (MESHRM) and Best
Companies Group. In addition to offering an outstanding benefits
package, we take great pride in our company culture. Our
employees are committed to our customers’ success, providing
a supportive environment for one another, and being actively
involved in their communities.

As we continue to celebrate our 100th anniversary | would
like to thank the many employees who chose to participate
in their local parades this summer with a Katahdin Trust
float. | appreciate the time and effort it took to prepare and
the enthusiasm displayed by each employee in helping their
communities celebrate with us.

We are pleased to welcome Sarah Bowie as Vice President,
Business Development Officer. She joins the Bank with over
fifteen years of banking experience and will be based at our
Scarborough office. Sarah will be responsible for business
development of all types with a concentration on deposit
services for small business, commercial and non-profit entities.
As we continue to grow in southern Maine our current and future
customers will benefit from Sarah’s banking experience and
excellent understanding of the financial products and services
needed by businesses in the Greater Portland region.

Congratulations to Sam Clockedile who has been promoted to
Marketing Officer. Sam has been with Katahdin Trust for eight
years and recently obtained his Certified Financial Marketing
Professional (CFMP) certification. Sam'’s expertise in all aspects
of our Bank’s brand has been a great benefit to our marketing
efforts. We appreciate everything Sam contributes to our visibility
in the communities we serve.

As always if you have questions regarding the Company or this
report, please don't hesitate to contact us.

Sincerely,
Jon J. Prescott BESI’!"I'GL’ES to
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CONSOLIDATED CONSOLIDATED STATEMENT OF INCOME SHAREHOLDER RELATIONS

Katahdin Bankshares Corp. and Katahdin Trust Company

STATEM ENT OF CON D|T|ON (UNAUDITED) For 3 Months For 9 Months welcome shareholder and public interest in our services and

(UNAUDITED) Ended September 30, Ended September 30, activities. Questions or comments pertaining to this report and
September 30, 2018 2017 2018 2017 requests for other information should be directed to:
ASSETS 2018 2017 Interest Income § 8416 § 7,923 § 24528 § 22812 Matthew M Nightingale
Cash & Due from Banks $ 15464 $ 12146 ’ ' ' ' Executive Vice President, Treasurer & CFO
' ' Interest Expense 1,821 1,465 5,047 3,941 PO Box 450 | Patten, ME 04765
Investments ALY 91516 Net Interest Income 5 659 5 6458 5 19481 5 1871 ~ (207) 521-3200
Total Loans 656,137 661,648 m.nightingale@katahdintrust.com
Reserve for Loan Loss (5,873) (6,627) Less: Provision for Loan Losses - 210 180 800 STOCK
Fixed Assets 10,612 11,090 Net Interest Income After Provisions $ 6,595 $ 6,248 $ 19,301 $ 18,071 Katahdin Bankshares Corp. stock is quoted on the OTC Markets
Other Assets 25935 23387 ?nl:‘(c)):ﬁqatit?grzdc;TgS;(ouunnddii-the symbol KTHN. Current stock
Non-Interest Income 1,103 1,025 3,294 3,265 :
Total Assets $792445  $ 793,160 www.otcmarkets.com/stock/KTHN/quote
Non-Interest Expense’ 5,348 5,221 15,922 16,350
LIABILITIES Net Operating Income $ 2350 $ 2,052 $ 6,673 $ 4,986 BE;T b
Deposits $632483  § 646,939 Less: Provision for Income Taxes 478 671 1,362 1,624 Uiliu
Repurchase Agreements - 135 2018
Borrowings 71,754 65,045 Net Income $ 1872 $ 1,381 $ 5,311 $ 3,362 TRANSFER AGENT
Other Liabilities 19,670 14,548 Less: Dividends on Preferred Stock 218 218 656 656 For shareholder inquiries regarding change of address or title,
Total Liabilities $723907 $ 726667 Net Income Available to please contact:
Common Shareholders $ 1,654 $ 1,163 $ 4,655 $ 2,106 Computershare Trust Company, N.A .
PO Box 30170 | College Station, TX 77842-3170
SHAREHOLDERS' EQUITY Earnings Per Common Share $ 050 $ 0.34 $ 139 $ 0.80 1 7811;5%050213262%5(948' TR
. - - - outside the U.S. or Canada)
Preferred Stock, Series D $ 9930 § 93837 Annualized Return on Average Assets 0.94% 0.68% 0.90% 0.57% www.computershare.com/investor
Common Shareholders’ Equity 61,761 57,716 : : % 9% % %
S Annualized Return on Average Common Equity 11.19% 8.11% 10.79% 6.45% DIRECT STOCK PURCHASE
3 nﬂsfea |Z‘.3t. DETEC_llatl)(lln g( epSreCIIa ion) Book Value Per Share at period end! $ 17.61 $ 16.90 AND DIVIDEND REINVESTMENT PLAN
0n oecurrties Avarlable-Tor-oale, : ; 2 Katahdin’s transfer agent, Computershare Trust Company, N.A.
Net of Tax (2,383) (285) Tan.glble Book Value Per Share at period end - $ 15.89 $ 15.20 (“Computershare”), sponsors and administers the Computershare
Net Unrealized Appreciation (Depreciation) Weighted Average Common Shares Outstanding 3,350,217 3,379,975 Investment Plan (CIP) for Katahdin Bankshares Corp. Common
on Derivative Investments at Fair Value, Common Shares Outstanding period end 3,404,367 3,404,367 Stock. tThlst p'”;_ offers g'“?Ct sto_lckblpurtchase a”td S'\é'dhedn_d
reinvestment options and is available to current Katahdin
Net of Tax 316 (131) Adjusted Common Shares Outstanding period end* 3,329,455 3,353,173 Bankshares Cor%. shareholders as well as new investors. For
Unearned ESOP Shares (1,086) (644) Allowance for Loan Losses to period end Loans 0.90% 1.00% more information, you may contact Computershare.
Total Shareholders’ Equity $ 68538 § 66493 Non-Performing Loans to period end Loans® 1.05% 1.82%
Total Liabilities & Shareholders’ Equity $ 792,445 $ 793,160 Non-Performing Assets to Total Assets® 0.90% 1.59%
Letters Of Cl'edlt $ 2’989 $ 3’049 5 %nrgml(:enci?rl:liwtwyoseerqﬁp;T)]grncsorlflrﬁi)nBZﬂI;r\flgnsg?;lel bsigfl\?ﬁeghiﬁiﬁgeﬁgingzfegﬁi?gmﬂzz gatmstﬁggigﬁaprzrsioguiggnding period end
3) Weighted é\verage CsommonOShares 0utstanging less ;veighteg average unallocated ESOP shares. Usedsfgr calculating Earningsger Common .Shag%. .
Adjusted Common Shares Outstanding are Common Shares Outstanding period end less unallocated ESOP shares period end. Since unearned ESOP shares are deducted from capital, this adjustmen
Y d(;jéucisdthe unallocated Shar(:stfro?n sghares outstanding for caltchIat?nggbgok v?iluedand tangible bf)odk value. period end ‘ deducted pral t dustment a t a h d I n
5) Non-Performing loans consist of non-accrual loans and restructured loans, where applicable. Inclusive of any guaranteed portion of non-accrual loans.
6) Non-Performing assets consist of non-accrual loans, restructured loans, and foreclosed assets, where applicable. Inclusive of any guaranteed portion of non-accrual loans. Ba N kSha res CO I"‘p

7) Non Interest Expense for 9 months ended September 30, 2017 included real estate write-downs and other one-time branch consolidation costs totaling $285,000.



