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BANKWELL FINANCIAL GROUP, INC.

FORM 10-K

PART 1

Item 1. Business

Cautionary Note Regarding Forward-Looking Statemment

This report contains forwartboking statements within the meaning of SectioA 8% the Securities Act of 1933 or the Securitie§ Anc

Section 21E of the Exchange Act. These statemeatsfen, but not always, made with the words orapbs such as “may,” “should,”
“believe,” “likely result in,” “expect,” “would” “i ntend,” “could,” “predict,” “potential,” “continue, " “will,” “anticipate,” “seek,”
“estimate,” “plan,” “projection,” and “outlook” or the negative version of those words or other simitards of a forwardeoking nature

These forwardeoking statements are not historical facts, and based on current expectations, estimates anegiops about our indust
managemens beliefs and certain assumptions made by managemeny of which, by their nature, are inherenthcertain and beyond o
control. Accordingly, we caution you that any sdohward{ooking statements are not guarantees of futurdgperance and are subject
risks, assumptions, uncertainties and other factbeg could cause the actual results to differ maty from those contemplated by th
forward-looking statements. Important factors that may seaactual results to differ from those contemplalbgdthese forwardeoking
statements include, but are not limited to, thaseldsed under “Risk Factors” in Part | Item 1A a®ll as the following factors:

e |ocal, regional and national business or econonunditions may differ from those expect

e we are subject to credit risk and could incur Iasgeour loan portfolio;

e our allowance for loan losses may not be adequatbsorb loan losse:

e changes in real estate values could also increasecedit risk;

e we could experience changes in our key manageneesmel;

e we may not be able to successfully execute our gement tea’s strategic initiatives

e our ability to successfully execute our growthi@tives such as branch openings and acquisitit

e volatility and direction of market interest rate

e increased competition within our market area mayitliour growth and profitability

e economic, market, operational, liquidity, creditcaimterest rate risks associated with our busin

e the effects of and changes in trade, monetary edlfpolicies and laws, including the Federal ReseBoarc's interest rate policies

e changes in accounting policies and practices, ag b@adopted by regulatory agencies, the PublimAnting Oversight Board or tl
Financial Accounting Standards Boat

e changes in law and regulatory requirements (inahgdihose concerning taxes, banking, securitiesiasgrance);
e further governmental intervention in the U.S. fiomh system; ani

e difficulties and delays in integrating Quinnipiaaiik and Trust Compan



The foregoing factors should not be construed &sestive. If one or more events related to thesettoer risks or uncertainties materialize,
if our underlying assumptions prove to be incorrexttual results may differ materially from what aeticipate. Accordingly, you should
place undue reliance on any such forw-looking statements. Any forwaldeking statement speaks only as of the date oohwhis made, ar
we do not undertake any obligation to publicly utgdar review any forwardboking statement, whether as a result of new médion, futur
developments or otherwise. New factors emerge fimmto time, and it is not possible for us to peeavhich will arise. In addition, we canr
assess the impact of each factor on our businesiseoextent to which any factor, or combinatiorfasitors, may cause actual results to d
materially from those contained in any forward-loak statements.

General

Bankwell Financial Group, Inc. (the Company, wer, as) is a bank holding company, headquarterédienwv Canaan, Connecticut and offe
broad range of financial services through our bagldubsidiary, Bankwell Bank (the Bank), a Conreettstate nomrember bank founded
2002. Our primary market is the greater Fairfieldu@ty, Connecticut area, which we serve from oumnteanking office located in Ne
Canaan, Connecticut and six other branch officeatém throughout the Fairfield County area. In toldj two additional branches were ad
as a result of the merger with Quinnipiac Bank &nast Company (“Quinnipiac)n the fourth quarter of 2014 located in New Ha@munty
Connecticut. On March 1, 2015 the Company openechiach in Norwalk, Connecticut. As of December 3114, on a consolidated basis,
had total assets of approximately $1.1 billion, leains of approximately $916.0 million, total dep@®f approximately $835.4 million, a
shareholders’ equity of approximately $129.2 miilio

We are committed to becoming the premier “Hometobanik in Fairfield and New Haven Counties and surding areas. We believe that
market exhibits highly attractive demographic htites and presents favorable competitive dynartiieseby offering longerm opportunitie
for growth. We have a history of building lobgrm customer relationships and attracting newatnsts through what we believe is
superior customer service and our ability to deligediverse product offering. In addition, we bediethat our strong capital position
extensive local ownership, coupled with a highlgpected and experienced executive management tednbaard of directors, give
credibility with our customers and potential cusesmin our market. Our focus is on building a flsise with meaningful market share .
consistent revenue growth complemented by opetiefficiencies that we believe will produce attiae risk-adjusted returns for o
shareholders.

On May 15, 2014, Bankwell Financial Group, Inc.ced 2,702,703 common shares in its IPO at $18.0GIp&re, and on May 15, 20
Bankwell common shares began trading on the NaStdack Market. The net proceeds from the IPO wemragmately $44.7 million, aft
deducting the underwriting discount of approximgat2.5 million and approximately $1.3 million of genses.

Our History and Growth

Bankwell Bank was originally chartered as two safmbanks, The Bank of New Canaan (including arsgpalivision, Stamford First Bar
and The Bank of Fairfield, which were subsequemtérged and rebranded as “Bankwell Barikivas chartered with a commitment to builc
the premier community bank in the market we sele. began operations in April 2002 with an initi@p&alization of $8.6 million. C
November 5, 2013, we acquired The Wilton Bank, @wedas merged into Bankwell Bank. On October 1,£04e acquired Quinnipiac Ba
and Trust Company and it was merged into BankwailkB

With the efforts of our strong management teamcearinued our growth and maintained a strong trackrd of performance. From Decenr
31, 2009 through December 31, 2014, our total aggetwv from $328.2 million to approximately $1.1ibn; our loans outstanding grew fr
$252.8 million to approximately $916.0 million andr noninterest bearing deposits grew from $42ianito approximately $166.0 millio
We believe this growth was driven by our abilitypmvide superior service to our customers andfioancial stability. This loan growth w
achieved while maintaining our focus on our strangerwriting standards, which has been reflectezlimow net charge-off levels.



Business Strategy
We are focused on becoming the “Hometown” bankkaariking provider of choice in our highly attractivmarket area through:

e Responsive, Custon-Centric Products and Services and a Community Bdale offer a broad array of products and servicesh
we customize to allow us to focus on building Idegs relationships with our customers through Hagladity, responsive and persa
customer service. By focusing on the entire custorefationship, we build the trust of our customersich leads to longerr
relationships and generates our organic growtladudfition, we are committed to meeting the needh®fcommunities that we ser
Our employees are involved in many civic and comityurganizations which we support through sponsips As a result, custom
and potential customers within our market know ahmuand frequently interact with our employeesahtallows us to develop long-
term customer relationships without extensive atisiag.

e Strategic AcquisitionsTo complement our organic growth, we focus on sgiat acquisitions in or around our existing markbgs
further our objectives. We believe there are maagking institutions that continue to face creditltdnges, capital constraints
liquidity issues and that lack the scale and mamege expertise to manage the increasing reguldtorgien and will likely need
partner with an institution like ours. On March 2014, we entered into a merger agreement with i@piec. Quinnipiac had ol
branch located in Hamden, Connecticut and a seboadch in the neighboring town of North Haven. Tthensaction closed
October 1, 2014 and Quinnipiac merged with and Baokwell Bank. As we evaluate potential acquisisiowe will continue to se
acquisitions that provide meaningful financial biéise longterm organic growth opportunities and expense riohs, withou
compromising our risk profile

e Utilization of Efficient and Scalable InfrastructuWe employ a systematic and calculated approachcreasing our profitability ai
improving our efficiencies. We recently upgraded operating infrastructure particularly in the ared technology, data processi
compliance and personnel. We believe that our Balafrastructure provides us with an efficieneogting platform from which
grow in the near term, and without incurring sigrdft incremental noninterest expenses, while nairtg to deliver our higlguality,
responsive customer service, which will enhanceability to grow and increase our retur

e Disciplined Focus on Risk ManagemeEffective risk management is a key component of sitong corporate culture. We use
strong risk management infrastructure to monitar eéxisting loan and investment securities portfalisupport operational decision-
making and improve our ability to generate earraggets with strong credit quality. To maintain strong credit quality, we use
comprehensive underwriting process and we seekdaintain a diversified loan portfolio and a conséima investment securiti
portfolio. Boardapproved policies contain approval authoritiesappropriate, and are reviewed at least annually.haie a Ris
Management Steering Committee comprised of exeutificers who oversee new business initiatives @hdr activities that warre
oversight of risk and related mitigants. Internaview procedures are performed regarding mmuirey laundering and consur
compliance requirements. Our Chief Risk Officeramp directly to the Chair of our Audit Committe



Our Competitive Strengths

We believe that we are especially well-positionedreate value for our shareholders as a restitteofollowing competitive strengths:

Our Market. Our current market has been defined as the gréatiefield County area, which is part of the secondst affluer
metropolitan statistical area in the United Statd® Bridgeport-Stamfortiforwalk, Connecticut MSA, according to the LU
Department of Commerce. In addition, our currentkeghas expanded to New Haven County Connectidilit the acquisition ¢
Quinnipiac. The Stamford market area includes nooeaffluent suburban communities of professiomdde work and commute in
New York City, approximately 50 miles from our headrters, and many small to r-sized businesses which support fl
communities. Fairfield County is the wealthiest miyuin Connecticut, with a 2009 2013 median household income of $82
according to estimates from United States CensusdBu We believe that this market has economiccantpetitive dynamics that ¢
favorable to executing our growth strate

Experienced and Respected Management Team withoweiPrand Successful Track ReccOur executive management tearr
comprised of seasoned professionals with signifitemking experience, a history of high performaatéocal financial institutior
and success in identifying, acquiring and integafinancial institutions. Our senior managemeantencludes Christopher Gruse
Chief Executive Officer (since February 2015) HesdiDeWyngaert, Executive Vice President, Chiefdieg Officer (ten years wi
us), Ernest J. Verrico, Sr., Executive Vice Prasid€hief Financial Officer (five years with us)alGE.D. Brathwaite, Executive Vi
President, Chief Operating Officer (two years wi), Diane Knetzger, Senior Vice President, DinecfoMarketing (ten years wi
us), Christine A. Chivily, Senior Vice Presidentda@hief Credit Officer (two years with us) and Métd Johnson, Senior Vi
President and Chief Risk Officer (six years wit.

Dedicated Board of Directors with Strong CommunityolvementOur board of directors is comprised of a groupazfal busines
leaders who understand the need for strong comynbaitks that focus on serving the financial neddfar customers. One of ¢
directors, Frederick R. Afragola was instrumentabur organization and growth. Mr. Afragola was @leief Executive Officer ar
President of The Bank of New Canaan from its opgimn2002 until his retirement in 2008 and playedrgegral role in building ol
foundation and guiding our growth. The interestsoaf executive management team and directors &yaeal with those of ol
shareholders through common stock ownership. Bitalgging on the close community ties and businetationships of our executi
management team and directors, we are positionambritinue taking advantage of the market opporgupiesent in our prima
market.

Strong Capital PositionAt December 31, 2014, we had a 10.47% tangible comaquity ratio, and the Bank had a 11.12% t
leverage ratio and a 12.47% tier 1 risksed ratio. Our ability to attract capital haslitated our growth and is an integral compot
to the execution of our business pl

Scalable Operating PlatfornWe provide banking technology, including remoteai@pcapture, internet banking and mobile banl
to provide our customers with maximum flexibilitpndicreate a scalable platform to accommodate durefigrowth aspirations. V
believe that our advanced technology combined vafiponsive and personal service provides our cus®mith a superior banki
experience



Employees

At December 31, 2014, we had a total of 123 fulldiemployees, 6 patithe employees and 1 temporary employee. None oéoployees
subject to a collective bargaining agreement.

Company Website and Availability of Securities andExchange Commission Filings

Information regarding the Company is available tigto the Investor Relations tab at mybankwell.cohre Tompanys annual reports on Fo
10-K, quarterly reports on Form 10-Q, current répon Form 8-K, and any amendments to those refitatspursuant to Section 13(a) or 1-
(d) of the Securities Exchange Act of 1934 are lab#e free of charge at sec.gov and at mybankvesli.cinder the Investor Relations 1
Information on the website is not incorporated &ference and is not a part of this annual repoFam 10-K.

Competition

The financial services industry in our market ahd surrounding area is highly competitive. We cot@peith commercial banks, savir
banks, savings associations, money market fundggage brokers, finance companies, credit uniamgjrance companies, investment fi
and private lenders in various segments of ournessi. Many of these competitors have more assgigaktand lending limits, and resour
than we do and may be able to conduct more intenaid broader based promotional efforts to readch bommercial and individu
customers. Competition for deposit products careddgeavily on pricing because of the ease witlclvbustomers can transfer deposits 1
one institution to another.

We focus our marketing efforts on small to medisized businesses, professionals and individualstlagid employees. This focus inclui
retail, service, wholesale distribution, manufactgrand international businesses. We attract thestomers based on relationships and cor
that our management and our board of directors haten and beyond the market area. We do not edxqpecompete with large institutions
the primary banking relationships of large corpors. Rather, we compete for niches in this busisegment and for the consumer busine
employees of such entities. Many of our larger camuial bank competitors have greater name recagnénd offer certain services that we
not. However, we believe that our presence in agimgry market area and focus on providing supesemvice to professionals at smal
medium sized businesses and individual employessadif businesses are instrumental to our success.

We emphasize personalized banking services anddbentage of local decisianaking in our banking businesses, and this emplhasidbee
well received by the public in our market area. Wéive a majority of our business from our localrkea area which includes its primi
market area of Fairfield and New Haven Counties.

Lending Activities

General. Our primary lending focus is to serve commeraiad middle-market businesses and their executiigb,net worth individuals, not-
for-profit organizations and consumers with a varidtfirancial products and services, while maintagnsirong and disciplined credit polic
and procedures. We offer a full array of commeraiadl retail lending products to serve the needsunfcustomers. Commercial lend
products include ownesecupied commercial real estate loans, commeredll €state investment loans, commercial loans (sschusine:
term loans, equipment financing and lines of cyadismall and midsized businesses and real estate constructionesgdoppment loans. Ret
lending products include residential mortgage lo&asne equity lines of credit and consumer instalitioans. Our retail lending products
offered to the community in general and as an accodation to our commercial customers, and theiceatkees and employees. We focus
lending activities on loans that we originate frborrowers located in our market. We have estabdisive informal, internal lending limit
$25MM to one borrower/relationship subject to thegigory maximum of 15% of our unimpaired capitatiaeserves for loan loss and u
50% for commercial real estate-secured loans.



We market our lending products and services toifig@lborrowers through conveniently located bagkoffices, relationship networks &
high touch personal service. We target our busidesslopment and marketing strategy primarily omlsto medium businesses with betw
$2 million and $30 million in annual revenue. Oslationship managers actively solicit the busirefssompanies entering our market aree
well as longstanding businesses operating in the communitiesemee. We seek to attract new lending customeosigih professional servic
relationship networks, competitive pricing and imative structure, including the utilization of fedke and state tax incentives. We p
ourselves on smart, efficient underwriting and timéecision making for new loan requests due to leaner approval structure and Ic
decision-making. We believe this gives us a contigetadvantage over larger institutions that areasonimble.

Total loans before deferred loan fees and the alfme for loan losses were $929.8 million at Decaen3fie 2014. Since December 31, 2(
total loans have increased $641.4 million from $288illion, reflecting expansion of our branch netiy including $108.3 million of acquir
loans from The Wilton Bank and Quinnipiac Bank andst Company. The following table summarizes tbmposition of our loan portfol
for the dates indicated.

At December 31

2014 2013 2012
Percent o Percent o Percent o
Loan Loan Loan
(In thousands Amount Portfolio Amount Portfolio Amount Portfolio
Real estate loan
Residentia $ 175,03: 18.82% $ 155,87 24.66% $ 144,28 27.2%
Commercial 521,18: 56.0¢ 316,53 50.0¢ 284,76 53.72
Constructior 63,22¢ 6.8C 51,54¢ 8.1¢€ 33,14¢ 6.2¢
Home equity 18,16¢ 1.9F 13,89: 2.2 11,03( 2.0¢
777,60° 83.6¢ 537,84 85.1( 473,22¢ 89.2¢
Commercial busines 149,25¢ 16.0¢ 93,56¢ 14.8( 56,76¢ 10.71
Consumer 2,89¢ 0.31 60z 0.1C 57 0.01
Total loans $ 929,76 100.0% $ 632,01: 100.0(% $ 530,05( 100.0(%




At December 31

2011 2010
Percent o Percent o
Loan Loan
(In thousands Amount Portfolio Amount Portfolio
Real estate loan
Residentia $ 104,75 283% $ 104,05 36.08%
Commercial 173,95: 47.1( 111,27: 38.5¢
Constructior 40,42: 10.9¢ 38,07: 13.2(C
Home equity 14,81¢ 4.01 16,65 5.7
333,94 90.4: 270,05 93.6°
Commercial busines 35,04 9.4¢ 17,71 6.14
Consumer 311 0.0¢ 65¢ 0.27
Total loans $ 369,29 100.0% $ 288,42} 100.00%

Commercial loans We offer a wide range of commercial loans, inalgdbusiness term loans, equipment financing amekliof credit to sm:
and midsized businesses. Our target commercial foanket is retail and professional establishments @mall- to mediunsized businesse
The terms of these loans vary by purpose and by tfypunderlying collateral. The commercial loansnarily are underwritten on the basis
the borrowers ability to service the loan from cash flow. Weke@&quipment loans with conservative margins geélyeficr a term of ten yea
or less, supported by the useful life of the eqptnat fixed or variable rates, with the loanywimortizing over the term. Loans to sup
working capital typically have terms not exceedorge year and usually are secured by accounts aedglejvinventory and personal guaran
of the principals of the business and often byatvmercial real estate of the borrower. For loatiged by accounts receivable or invent
principal typically is repaid as the assets secutire loan are converted into cash, and for loaoared with other types of collateral, princ
is typically due at maturity. The quality of thenamercial borrowes management and its ability both to properly eatichanges in the sup
and demand characteristics affecting its markatprfoducts and services and to effectively respornglich changes are significant factors
commercial borrowes creditworthiness. Risks associated with our comiakeloan portfolio include those related to theesgth of th
borrower’s business, which may be affected not dijylocal, regional and national market conditiobst also changes in the borroveer’
management and other factors beyond the borrgvesritrol; those related to fluctuations in valfi@my collateral securing the loan; and tf
related to terms of the commercial loan, which nmeyyude balloon payments that must be refinancepaid off at the end of the term of
loan. Our commercial loan portfolio presents a bigtisk profile than our consumer real estate amsemer loan portfolios.

Commercial real estate loan®/e offer real estate loans for commercial prop#rait is ownemccupied as well as commercial property ow
by real estate investors. Commercial loans thasaceired by ownesecupied commercial real estate and primarily ¢efllized by operatir
cash flows are also included in this category @inloCommercial real estate loan terms generallyiianiged to ten years or less, althol
payments may be structured on a longer amortizéigsis of 20 to 25 years. The interest rates orcoommercial real estate loans may be f
or adjustable, although rates typically are noedixor a period exceeding five to ten years. Weegdly charge an origination fee for
services. We typically require personal guarante®s the principal owners of the business or rathte supported by a review of the princ
owners’ personal financial statements. Risks associated @ammercial real estate loans include fluctuationthe value of real estate,
overall strength of the economy, new job creatremds, tenant vacancy rates, environmental continim and the quality of the borrower’
management. We make efforts to limit our risk bglgming borrowers’ cash flow and collateral valgeveell as all of the sponsorisivestmer
activities. The real estate securing our existiognmercial real estate loans includes a wide vaoétyroperty types, such as owrareupiet
offices/warehouses/production facilities, officaltungs, industrial, mixedise residential/commercial, retail centers and ifautily properties
Our commercial real estate loan portfolio preseartiggher risk profile than our consumer real estiai consumer loan portfolios.



Construction loansOur construction portfolio includes loans to smatid midsized businesses to construct owuser- properties, loans
developers of commercial real estate investmerpept®s and residential developments and, to &desdent, loans to individual clients
construction of single family homes in our markaonstruction and development loans are generalyjermdth a term of one to two years
interest is paid monthly. The ratio of the loampipal to the value of the collateral, as estaklisby independent appraisal, typically will
exceed industry standards. Loan proceeds are disthirased on the percentage of completion andadtaly the project has been inspecte
an experienced construction lender or thpedty inspector. Risks associated with construcki@ams include fluctuations in the value of
estate, project completion risk and change in ntdrkads. We are also exposed to risk based oalitiey of the construction loan borrowel
refinance the debt or sell the property upon cotigpieof the project, which may be affected by chemo market trends since the time tha
funded the construction loan.

Consumer real estate loanale offer first lien one-tdeur family mortgage loans, as well as home eqlinitys of credit, in each case prima
on owner-occupied primary residences. We also raigi for resale one-four family mortgage loans, which are classifiedi@mns held fc
sale until sold to investors. Although our consumeal estate loan portfolio presents lower levélgsk than our commercial, commercial 1
estate and construction loan portfolios, we arevegg to risk based on fluctuations in the valuthefreal estate collateral securing the loa
well as changes in the borrowgffinancial condition, which could be affected hymerous factors, including divorce, job loss, iiaer othe
personal hardship.

Consumer loansdiVe offer consumer loans as an accommodation t@xigting customers, but do not market consumersoampersons who
not have a prexisting relationship with us. As of December 3012, our consumer loans represented less than Irdbtal loan portfolic
We do not expect our consumer loans to become arimatomponent of our loan portfolio at any tinnetfie foreseeable future. Although
do not engage in any material amount of consunredihg, our consumer loans, which are underwrittamarily based on the borrower’
financial condition and, in many cases, are unsgtgredits, subject us to risk based on chang#seitorrowers financial condition, whic
could be affected by numerous factors, includirgséhdiscussed above.

Credit Policy and Procedures

General.We adhere to what we believe are disciplined undéng standards, but also remain cognizant ofrtéed to serve the credit need
customers in our primary market areas by offeriegilble loan solutions in a responsive and timebnmer. We also seek to maintain a bro
diversified loan portfolio across customer, prodaretl industry types. However, our lending policdesnot provide for any loans that are hig
speculative, subprime, or that have high loandhte ratios. These components, together with eatredit management, are the foundatic
our credit culture, which we believe is criticaldohancing the long term value of our organizatmour customers, employees, shareho
and communities.

We have a service-driven, relationship-based, lesshfiocused credit culture, rather than a priceedtitransactiofased culture. According
substantially all of our loans are made to borr@adecated or operating in our primary market withom we have ongoing relationships ac
various product lines. The limited number of lo@esured by properties located in outrodirket areas that we have made are gener:
borrowers who are well-known to us. These borrowygially have strong deposit relationships whik Bank.



Credit concentrations In connection with the management of our creditfplio, we actively manage the composition of ¢oain portfolio
including credit concentrations. We monitor borrowad loan product concentrations on at least ateply basis. Loan product concentrati
are reviewed annually in conjunction with the paolitf s credit quality and the business plan for the ogmyear. All concentrations ¢
monitored by our Chief Credit Officer and our Lo@ommittee. We have also established an inform&dymal lending limit of $25MM to or
borrower/relationship subject to the statutory nmraxin of 15% of our unimpaired capital and resenasldéan loss and up to 50%
commercial real estatecured loans. Our top 20 borrowing relationshignsge in exposure from $7.3 million to $27.7 millianmd ar
monitored on an on-going basis.

Loan approval proces. We seek to achieve an appropriate balance betpreglent, disciplined underwriting, on the one haartd flexibility
in our decisiommaking and responsiveness to our customers, ootitiee hand. Our credit approval policies have r@eti@pproval process, w
larger exposures referred to the Bankiternal loan committee and the Board Loan Comejtas appropriate, based on the size of the
Smaller exposures are approved under a thigreature system. Loans with policy exceptions iregiine next higher level of approval authol
the highest of which is the Loan Committee, depegain dollar amount. These authorities are perallyiceviewed and updated by our bc
of directors. We believe that our credit approvalgess provides for thorough underwriting and affit decision making.

Credit risk managementCredit risk management involves a partnershipvben our relationship managers and our credit apraredi
administration and collections personnel. Portfefionitoring and early problem recognition are apamant aspect of maintaining our h
credit quality standards. Past due reports arewed daily, as well as insurance and tax paymemitorang. Our evaluation and compensa
program for our relationship managers includesiB@mt goals that we believe motivate the relasidp managers to focus on high qu:
credit consistent with our strategic focus on agsetity.

It is our policy to review all amortizing commerkiaans in excess of $300 thousand on an annu@,bsmore frequently through the rec
of interim financial statements and borrowing bessificates. Our policies require rapid notificatiof delinquency and prompt initiation
collection actions. Relationship managers, crediniaistration personnel and senior management fivedc support collection activities
order to maximize accountability and efficiency.

As part of these annual review procedures, we amatgcent financial statements of the collateralpprty, business and/or borrowel
determine the current level of occupancy, revemmngsexpenses and to investigate any deterioratitimei value of the real estate collateral (
the borrower’'s or Company’financial condition. Upon completion, we updabe tisk rating grade assigned to each loan. Ralsttig
managers are encouraged to bring potential creslites to the attention of our Chief Credit Offitemediately upon any sign of deterioral
in the performance of the borrower. We maintairstadf loans that receive additional attention & faelieve there may be a potential credit
via our Watch List report.

Loans that are downgraded are reviewed by our @riedlit Officer, while classified loans undergoetailed quarterly analysis prepared by
lending officer and reviewed by management andimiernal loan committee. This review includes aaleation of the market conditions,
property’s or companyg' trends, the borrower and guarantor status, the &f reserves required and loan accrual statdglit®nally, we hav
an independent, thirparty review performed on our loan grades and eedit administration functions each year. Finalle perform a
annual stress test of our commercial real estatéofio, in which we evaluate the impact on the tfaio of declining economic conditior
including lower values and decline in net operafimgpme which may result from lower rental ratesyér occupancy rates and higher inte
rates. Management reviews these reports and pseierh to our Loan Committee. These asset reviesegures provide management \
additional information for assessing our assetityual



Investment Activities

We manage our investment portfolio primarily fayuidity purposes, with a secondary focus on rettinnsugh the use of a liquidity portfo
and an earnings portfolio. Our liquidity portfolgoprimary purpose is to provide adequate liquiditgessary to meet any reasonable decli
deposits and any anticipated increase in the laatfglio. The majority of these securities are slfied as available-fosale. Our earnin
portfolio’s primary purpose is to generate earnings adedoigi®vide and contribute to stable income andetoegate a profitable return wt
minimizing risk. Additionally, our investment pootfo is used to provide adequate collateral foriougs regulatory or statutory requireme
and to manage our interest rate risk. We invesh wariety of highgrade securities, including government agency ##esir governmel
guaranteed mortgage backed securities, highly rededorate bonds and municipal securities. We erbulevaluate the composition of «
portfolio as changes occur with respect to ther@sterate yield curve. Although we may sell investinsecurities from time to time to t
advantage of changes in interest rate spreadspitri policy not to sell investment securities salave can reinvest the proceeds at a simi
higher spread, so as not to take gains to thenaeti of future income.

The investment policy is reviewed annually by oaatu of directors. Overall investment goals aratdished by our board of directors, Cl
Financial Officer and our asset/liability managetnsammittee, or ALCO. Our board of directors hakdated the responsibility of monitori
our investment activities to ALCO. Day-ttay activities pertaining to the investment poitfare conducted within our accounting depart
under the supervision of our Chief Financial Office

Deposits

Deposits are our primary source of funds to supportearning assets. We offer traditional depogifmoducts, including checking, savin
money market and certificates of deposit with detgrof rates. Deposits at the Bank are insuredheyFDIC up to statutory limits. We pr
our deposit products with a view to maximizing atiare of each customerfinancial services business, and our loan prigives value t
deposits from our loan customers.

We have built out a network of eight depdsiking branch offices and attracted significantnsgction account business through
relationshipbased approach. As a result of our significant dégwowth in transaction accounts, which we detiselemand, NOW and mot
market deposits, we have achieved a favorable daposbetween transaction accounts and certifeafedeposit.

Borrowed Funds

The Bank is a member of the Federal Home Loan Béioston (FHLBB), which is part of a twelve distriFederal Home Loan Bank Syst
Members are required to own capital stock of thd.BBi, and borrowings are collateralized by qualifyiassets not otherwise pled
(principally singlefamily residential mortgage loans and securiti@§le maximum amount of credit that the FHLBB willtexd varies frot
time to time, depending on its policies and the am@f qualifying collateral the member can pledg& utilize advances from the FHLBB
part of our overall funding strategy and to meetrsterm liquidity needs
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Investment Services

On October 15, 2013, we launched Bankwell Investn®8®mrvices, which provides a range of servicesludiag, but not limited to: 401
rollover planning, retirement planning, asset at@n planning, financial planning, business plagniestate planning, mutual funds, fixed
variable annuities, exchange traded funds, separat®ged accounts, stocks and bonds, traditionRath IRAs and brokerage certificate:
deposits. These services are handled through Kingstealth Management Group and Investacorp, Int.aae not obligations of Bankwell &
are not endorsed nor recommended by us. We eaned fiercentage of the revenue generated on procadtl through Kingston Wea
Management Group and Investacorp, Inc., net of cisgions paid to the financial advisors. These pctsland services are not savi
accounts, deposits, or other obligations of thekBard are not insured or guaranteed by the FDI&hgrother governmental agency.

Small Business Lending Fund Program

Since 2011, we have participated in the Small BassnLending Fund program, or SBLF, offered by thétddl States Department of

Treasury, a dedicated investment fund designeddowgage lending to small businesses by providamjtal to qualified community banks ¢
community development loan funds with assets of lgmn $10 billion. In connection with SBLF, thee@sury purchased shares of
preferred stock on August 4, 2011 for an aggregatehase price of approximately $11.0 million. Wsed the proceeds from the SBLF func
to repurchase the preferred stock issued by usetdteasury in connection with its Capital Purch@ssgram, as well as to provide additic
capital to the Bank, allowing the Bank to exparsdsinall business lending programs. In a recentrtefhe U.S. Treasury Department ran
Bankwell Financial Group first in the nation forogrth in qualified small business lending in its SinBaisiness Lending Fund at June 30, 2!
As a result of our success in making loans thrahghprogram, we were allowed to pay dividends &¥ainterest rate. The SBLF funds
be repaid by February 4, 2016 or the interestaatthe preferred stock will automatically incre&s®% per year.

Enterprise Risk Management

We place significant emphasis on risk mitigatioraasintegral component of our organizational celtiWe believe that our emphasis on
management is manifested in our solid asset qustitiistics. Risk management with respect to ondifey philosophy focuses, among o
things, on structuring credits to provide for npiki sources of repayment, coupled with strong umdiéng undertaken by experienced b
officers and credit policy personnel. We perfornaderly loan impairment analyses on criticized band criticized asset action plans for ti
borrowers who display deteriorating financial cdiudis in order to monitor those relationships amglement corrective measures on a tir
basis to minimize losses. In addition, we performaanual stress test of our commercial real egiatiolio, in which we evaluate the imp
on the portfolio of declining property values an@eér net operating incomes as a result of econeoniditions, including lower rental rates
lower occupancy rates. The stress test focusesamntiie cash flow and valuation of the propertied ignores the liquidity, net worth and ¢
flow of any guarantors related to the credits.

We also focus on risk management in other areasiginout our organization. The Chief Risk Officeemees the Risk Management func
and chairs a Risk Management Steering Committeecivieently outsource our asset/liability managenmntess to a reputable third pa
and on a quarterly basis, we run the full interatd risk model. Results of the model are reviewmrd validated by our ALCO. Additionally, \
are in the process of developing our regulatoryml@nce and internal control procedures in accardamith FDICIA requirements.
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Supervision and Regulation
General

The Bank, a Connecticut statbartered commercial bank, is subject to extensgeailation by the Connecticut Department of Bankig it:
chartering agency, and by the FDIC, as its deppsiirer. The Banlk deposits are insured up to applicable limits ey EDIC through tt
Deposit Insurance Fund. The Bank is required torports with, and is periodically examined by BDIC and the Connecticut Departmer
Banking concerning its activities and financial dition and must obtain regulatory approvals prienhtering into certain transactions, suc
mergers with, or acquisitions of, other financradtitutions.

The primary goals of the bank regulatory schemetarmaintain a safe and sound banking system arfdcibtate the conduct of sou
monetary policy. This scheme is intended primafdly the protection of the Deposit Insurance Fund adank depositors, rather than
shareholders and creditors. The banking agenciee heoad enforcement power over bank holding comegaand banks, including t
authority, among other things, to enjoin “unsafeuasound”practices, require affirmative action to correcy afolation or practice, issi
administrative orders that can be judicially enéatcdirect increases in capital, direct the salsubfidiaries or other assets, limit dividends
distributions, restrict growth, assess civil mopeypalties, remove officers and directors, and, wadpect to banks, terminate deposit insur
or place the bank into conservatorship or recehiprsin general, these enforcement actions maynii@ated for violations of laws ai
regulations or unsafe or unsound practices.

The following discussion is a summary of the maldaws and regulations applicable to our operatidiut does not purport to be a comg
summary of all applicable laws, rules and regutstioThese laws and regulations may change from tiintene and the regulatory agent
often have broad discretion in interpreting themyA&hange in such laws or regulations, whetherigyGonnecticut Department of Banki
the FDIC or the Federal Reserve Board could haweaterial adverse impact on the financial marketgeneral, and our operations
activities, financial condition, results of opeaats, growth plans and future prospects specifically

Dodd-Frank Wall Street Reform and Consumer Protectbon Act

The DoddFrank Act has significantly changed the currentkbeegulatory structure and will affect into the iradiate future the lending a
investment activities and general operations obdipry institutions and their holding companies.

The DoddFrank Act also created a new Consumer FinancialeBtion Bureau with extensive powers to implememd anforce consum
protection laws. The Consumer Financial ProtecBoneau has broad rulemaking authority for a widegeaof consumer protection laws 1
apply to all banks and savings associations inalydamong other things, the authority to prohihibfair, deceptive or abusivedcts an
practices. The Consumer Financial Protection Butessiexamination and enforcement authority ovebatlks and savings associations
more than $10 billion in assets. Banks and savagg®ciations with $10 billion or less in assetd wohtinue to be examined for complia
with federal consumer protection and fair lendiagid by their applicable primary federal bank retnrla The Dodd-rank Act also weake
the federal preemption available for national baakd federal savings associations and gives stat@ays general certain authority to enft
applicable federal consumer protection laws.
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The DoddFrank Act made many other changes to banking régaléncluding authorizing depository institutiorfer the first time, to pe
interest on business checking accounts, requiringinators of securitized loans to retain a peragatof the risk for transferred loa
establishing regulatory ratetting for certain debit card interchange feegbtishing a number of reforms for mortgage origjmas, requirin
bank holding companies and banks to be “well cipéd” and “well managedin order to acquire banks located outside of theime statt
requiring any bank holding company electing to teated as a financial holding company to be “wapitalized” and “well managedinc
authorizing national and state banks to establkshayo branches in any state that would permitk lshartered in that state to open a bran
that location.

The DoddFrank Act also broadened the base for the FDICramse assessments. The FDIC was required to prateutgles revising i
assessment system so that insurance assessmebtsadeon the average consolidated total assatddegible equity capital of an insu
depository institution instead of deposits. Thde ook effect April 1, 2011. The Dodérank Act also permanently increased the maxii
amount of deposit insurance for banks, saving#inisins and credit unions to $250,000 per depositdroactive to January 1, 2008.

The DoddFrank Act increased shareholder influence overdmaf directors by requiring companies to give shalders a nonbinding vote
executive compensation and so-called “golden partathpayments, and by authorizing the SEC to promulgates that would allo
shareholders to hominate and solicit votes forrtbein candidates using a company’s proxy materials.

Many of the provisions of the Dodd-Frank Act are pet effective, and the Dodgrank Act requires various federal agencies to pilgate
numerous and extensive implementing regulations theenext several years. It is therefore challegdo predict at this time what impact
Dodd+rank Act and implementing regulations will haveaammunity banks and their holding companies. Altftothe substance and scop
many of these regulations cannot be determinedistitme, it is expected that the legislation amglementing regulations, particularly th
provisions relating to the Consumer Financial Rrtié@ Bureau, may increase our operating and c@anpd costs.

Connecticut Banking Laws and Supervision

Connecticut Department of Bankinghe Connecticut Department of Banking regulatésrnal organization as well as the deposit, lemdimnc
investment activities of statehartered banks, including the Bank. The approvahe Connecticut Department of Banking is requifed
among other things, the establishment of brancicedfand business combination transactions. Then€&xicut Department of Banki
conducts periodic examinations of Connecticut @rad banks. The FDIC also regulates many of thasaregulated by the Connecti
Department of Banking, and federal law may limitngoof the authority provided to Connecticut chaiebanks by Connecticut law.

Lending ActivitiesConnecticut banking laws grant banks broad lendimtpority. With certain limited exceptions, fullgaured and unsecul
loans of any one obligor under this statutory artpanay not exceed 10% and 15%, respectively, b&ak's equity capital and allowance
loan losses.

Dividends.The Bank may pay cash dividends out of its netifofFor purposes of this restriction, “net prdfitepresents the remainder of
earnings from current operations. Further, thel tmt@ount of all dividends declared by a bank in gagr may not exceed the sum of a bank
net profits for the year in question combined withretained net profits from the preceding tworge&ederal law also prevents an institu
from paying dividends or making other capital disitions that, if by doing so, would cause it tatme “undercapitalizedThe FDIC ma
further limit a banks ability to pay dividends. Moreover, the federgemacies have issued policy statements that pravideinsured ban!
should generally only pay dividends out of currepérating earnings.
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Powers.Connecticut law permits Connecticut banks to seslirance and fixed and variable rate annuitigséhked to do so by the Connect
Insurance Department. With the prior approval e&f @onnecticut Department of Banking, Connecticutkiseare also authorized to engage
broad range of activities related to the businédsmoking, or that are financial in nature or taegpermitted under the Bank Holding Comp
Act or the Home Ownerd’oan Act, both federal statutes, or the regulatipmsnulgated as a result of these statutes. Caooneblanks are al:
authorized to engage in any activity permitted donational bank or a federal savings associatiaan Uping notice with the Connectic
Department of Banking unless the Connecticut Depamt of Banking disapproves the activity.

AssessmentConnecticut banks are required to pay annual assess to the Connecticut Department of Bankinguiedfthe Connectic
Department of Banking's operations. The generasssents are paid pro-rata based upon a bankissasse

EnforcementUnder Connecticut law, the Connecticut Departmémanking has extensive enforcement authority @ennecticut banks ar
under certain circumstances, affiliated partiesiders, and agents. The Connecticut DepartmentaokiBg's enforcement authority incluc
cease and desist orders, fines, receivership, naatseship, removal of officers and directors, egegrcy closures, dissolution and liquidation.

Federal Bank Holding Company Regulation

General.As a bank holding company, we are subject to coh®wsive regulation and regular examinations byFéngeral Reserve Board. 1
Federal Reserve Board also has extensive enford¢emgimority over bank holding companies, includiagyong other things, the ability
assess civil money penalties, to issue cease asidtde removal orders and to require that a baolklihg company divest subsidiar
(including its bank subsidiaries). In general, eoément actions may be initiated for violationsa# and regulations and unsafe or unsc
practices.

Under Federal Reserve Board policy which has bexglified by the Dodd~rank Act, a bank holding company must serve asuwice 0
strength for its subsidiary bank. Under this palitye Federal Reserve Board may require, and logsreel in the past, a bank holding comg
to contribute additional capital to an undercajztad subsidiary bank. A bank holding company muxtio Federal Reserve Board appr:
before: (1) acquiring, directly or indirectly, ows&ip or control of any voting securities of anathank or bank holding company if, after s
acquisition, it would own or control more than 5%soich securities (unless it already owns or cdsittiee majority of such securities);
acquiring all or substantially all of the assetsaabther bank or bank holding company; or (3) mygir consolidating with another bz
holding company. Under Connecticut banking law, pgsson may acquire beneficial ownership of moren th@% of any class of votil
securities of a Connecticut chartered bank, orlzamk holding company of such a bank, without priotification of, and lack of disappro
by, the Connecticut Department of Banking.

The Bank Holding Company Act also prohibits a baokding company, with certain exceptions, from adgg direct or indirect ownership
control of more than 5% of the voting shares of aoynpany which is not a bank or bank holding corgpam from engaging directly
indirectly in activities other than those of barkimrmanaging or controlling banks, or providing $egs for its subsidiaries. The princi
exceptions to these prohibitions involve certain-bank activities which, by statute or by Federald®es Board regulation or order, have t
identified as activities closely related to theibhass of banking or managing or controlling barikse list of activities permitted by the Fed:
Reserve Board includes, among other things: (1)adimg a savings institution, mortgage companyarice company, credit card compan
factoring company; (2) performing certain data pssing operations; (3) providing certain investmamd financial advice; (4) underwriti
and acting as an insurance agent for certain tgpesedit-related insurance; (5) leasing propentyaofull-payout, noreperating basis; (
selling money orders, travelershecks and United States savings bonds; (7) reateeand personal property appraising; (8) progdis
planning and preparation services; (9) financingl &mvesting in certain community development atittg; and (10) subject to cert
limitations, providing securities brokerage sersifer customers.
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Dividends.The Federal Reserve Board has issued a policyngateon the payment of cash dividends by bank hgldiompanies, whic
expresses the Federal Reserve Baaviw that a bank holding company should pay chgidends only to the extent that the Bank Hol
Companys net income for the past year is sufficient toezdsoth the cash dividends and a rate of earnietgstion that is consistent with
Bank Holding Company capital needs, asset quality and overall findreciadition. The Federal Reserve Board also inditdhat it would b
inappropriate for a bank holding company experiegaerious financial problems to borrow funds tg gavidends.

Substantially all of our income is derived fromdahe principal source of our liquidity is, dividdsnfrom the Bank. The ability of the Banl
pay dividends to us is also restricted by fedenal state laws, regulations and policies. The Bank pay cash dividends out of its net pro
For purposes of this restriction, “net profit€presents the remainder of all earnings from otroperations. Further, the total amount o
dividends declared by a bank in any year may noted the sum of a barskhet profits for the past two fiscal years, phss portion of the ye
in which the dividend is paid.

Under federal law, the Bank may not pay any divilem us if the Bank is undercapitalized or the pegtrof the dividend would cause i
become undercapitalized. The FDIC may further istihe payment of dividends by requiring the Baakmaintain a higher level of capi
than would otherwise be required for it to be adeely capitalized for regulatory purposes. Moregifetin the opinion of the FDIC, the Ba
is engaged in an unsafe or unsound practice (wtoeid include the payment of dividends), the FDI@ymequire, generally after notice i
hearing, it to cease such practice. The FDIC hdgdated that paying dividends that deplete a démosinstitution’s capital base to
inadequate level would be an unsafe banking peclibe FDIC has also issued policy statements girmyithat insured depository institutic
generally should pay dividends only out of curr@pérating earnings.

Redemptior. Bank holding companies are required to give thdefal Reserve Board prior written notice of anychase or redemption of
outstanding equity securities if the gross consitien for the purchase or redemption, when combimitd the net consideration paid for
such purchases or redemptions during the preceingnonths, is equal to 10% or more of the constdilanet worth of the Bank Holdi
Company. The Federal Reserve Board may disappraste & purchase or redemption if it determines thatproposal would constitute
unsafe or unsound practice or would violate any; lgulation, Federal Reserve Board order or amglition imposed by, or written agreem
with, the Federal Reserve Board. This notificatiequirement does not apply to any bank holding aomgpthat meets the well capitali:
standard for commercial banks, is “well managedthin the meaning of the Federal Reserve Boardilegipns and is not subject to ¢
unresolved supervisory issues.

Federal Bank Regulation

Safety and Soundnedhe federal banking agencies, including the FDIg&ehimplemented rules and guidelines concerningstals for safe
and soundness required pursuant to Section 39eof-#ueral Deposit Insurance Corporation Improvemdent or FDICIA. In general, tt
standards relate to (1) operational and managmagters; (2) asset quality and earnings; and (B)pamsation. The operational and manag
standards cover (a) internal controls and inforamaBystems, (b) internal audit systems, (c) loacudeentation, (d) credit underwriting,
interest rate exposure, (f) asset growth, and ¢g)pensation, fees and benefits. Under the asséitygaad earnings standards, the Ban
required to establish and maintain systems tal@hiify problem assets and prevent deterioratioth@se assets, and (ii) evaluate and ma
earnings and ensure that earnings are sufficienm&intain adequate capital reserves. Finally, tbempensation standard states
compensation will be considered excessive if iingeasonable or disproportionate to the servicasalig performed by the individual bei
compensated. If an insured stateartered bank fails to meet any of the standardmplgated by regulation, then such institutionl vai
required to submit a plan within 30 days to the EBpecifying the steps it will take to correct theficiency. In the event that an insured stat:
chartered bank fails to submit or fails in any miaterespect to implement a compliance plan witthia time allowed by the federal bank
agency, Section 39 of the FDICIfrovides that the FDIC must order the institutiorcorrect the deficiency and may (1) restrict agsewth
(2) require the bank to increase its ratio of thlegequity to assets; (3) restrict the rates adrizdt that the bank may pay; or (4) take any
action that would better carry out the purpose mfimpt corrective action. We believe that the Baials bbeen and will continue to be
compliance with each of the standards as they haea adopted by the FDICIA.
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Capital Requirements The Federal Reserve Board monitors our capitabadcy, on a consolidated basis, and the FDIC amthéZticu
Department of Banking monitor the capital adequadyhe Bank.

FDIC and Federal Reserve regulations currently iregoanks and bank holding companies generally &ntain three minimum capi
standards: (1) a Tier | capital to adjusted tosslets ratio, or Leverage Capital Ratio, of at |d&st(for certain banking organizations, of at |
3%), (2) a Tier | capital to risk-weighted assetsa;, or Tier | Risk-Based Capital Ratio, of atded% and (3) a total riskased capital (Tier
plus Tier 2) to risk-weighted assets ratio, TotédkRBased Capital Ratio, of at least 8%. Tier lit#ps the sum of common shareholders
equity, qualifying noreumulative perpetual preferred stock, retainediagsnand minority investments in certain subsi@isriess goodwill ar
other intangible assets (except for certain samgicights and credit card relationships) and centdlier specified items.

The FDIC regulations require state non-member baokwaintain certain levels of regulatory capitalrelation to regulatory riskreightec
assets. The ratio of regulatory capital to regulatisk-weighted assets is referred to as a banglsbased capital ratio. Ridkased capit
ratios are determined by allocating assets andifgmboff-balance sheet items (including recourse obligatidirect credit substitutes a
residual interests) to five riskeighted categories ranging from 0% to 200%, withbr levels of capital being required for the gatee:
perceived as representing greater risk. For exanpléer the FDIC'’s riskveighting system, cash and securities backed byulhdaith anc
credit of the U.S. government are given a 0% rigkght, loans secured by oneftsr family residential properties generally havBQ#6 ris}
weight, and commercial loans have a risk weighti300%.

State non-member banks such as the Bank, mustaimaaiminimum ratio of total capital to risk-weighitassets of 8%, of which at least one
half must be Tier | capital. Total capital consisfsTier | capital plus Tier 2 or supplementary italptems, which include allowances for I¢
losses in an amount of up to 1.25% of ne&ighted assets, cumulative perpetual preferrezkstpualifying subordinated debt and certain ¢
capital instruments, and a portion of the net uired holding gain on equity securities. The inghblk amount of Tier 2 capital cannot exc
the amount of the institutiog'Tier | capital. Banks that engage in specifiactlle of trading activities are subject to adjusttadn their risl
based capital calculation to ensure the maintenahsefficient capital to support market risk.

In July 2013, the Federal Reserve Board promulgatiéchl rule and the FDIC promulgated an interinafrule implementing Basel Ill.Base
lll is a comprehensive set of reform measures, ldpeel by the Basel Committee on Banking Supervjstonstrengthen the regulati
supervision and risk management of the bankingpsecthese new requirements were effective on Janua2@15 for us. In general, the n
rules revise regulatory capital definitions and imimm ratios, redefine Tier | capital, create a reapital ratio (common equity Tier | ridkase:
capital ratio), require a capital conservation buyffevise prompt corrective action thresholdsd a new ratio to these thresholds (discuss
more detail below) and revise risk weighting fortam asset categories and bfifance sheet exposures. Under the new regulagibestive
January 1, 2015, (1) a new requirement to mairgaetio of common equity Tier | capital to totadkibased assets of not less than 4.5% w
implemented, (2) the minimum Leverage Capital Rédioall financial institutions will be at least 4%3) the minimum Tier | RislBasel
Capital Ratio has been increased from 4% to 6%(dhthe Total RiskBased Capital Ratio has been maintained at 8%ddiitian, the ne\
regulations impose certain limitations on dividensisare buybacks, discretionary paymemtsTier | instruments and discretionary bonusi
executive officers if the organization fails to miain a capital conservation buffer of common ggiier | capital in an amount greater tl
2.5% of its total risk-weighted assets. When thgitahconservation buffer is fully phaséd-institutions will need to hold an additionab%
capital over the percentages listed above. The negwlations will be phased in over a period of tifike capital conservation buffer will
phased-in over a five year period with the full®®.Eequirement starting as of January 1, 2019.
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Additionally, under the new regulations, the mettiodcalculating the ratios has been revised tcegdly enhance risk sensitivity as well
provide alternatives to credit ratings for calcingtrisk-weighted assets.

FDICIA required each federal banking agency tosevis riskbased capital standards for insured institutiorsnigure that those standards
adequate account of intereate risk, concentration of credit risk, and thekrbf nontraditional activities, as well as to eefl the actui
performance and expected risk of loss on nfaltiily residential loans. The FDIC, along with thier federal banking agencies, has adop
regulation providing that the agencies will takiaccount the exposure of a bamkapital and economic value to changes in intesgstris|
in assessing a barktapital adequacy. The FDIC also has authoritgstablish individual minimum capital requirememisappropriate cas
upon determination that an institution’s capitaidieis, or is likely to become, inadequate in lighthe particular circumstances.

Prompt Corrective Regulatory Actic. Federal law requires, among other things, thdgri@ bank regulatory authorities takgdmpt correctiv
action”with respect to banks that do not meet minimumtehpéquirements. For these purposes, the law lestab five capital categories: w
capitalized, adequately capitalized, undercapgdlizignificantly undercapitalized, and criticaligdercapitalized. As mentioned above, in
2013, the Federal Reserve Board promulgated a ffitaland the FDIC promulgated an interim finaleriinplementing Basel lll, providii
revised prompt corrective action ratios effectiveJanuary 1, 2015.

Currently, an institution is deemed to be “well itajzed” if it has a total risk-based capital catf 10% or greater, a Tier | ridkased capit
ratio of 6% or greater and a leverage ratio of 5%reater. An institution is “adequately capitatizdf it has a total riskeased capital ratio
8% or greater, a Tier | riskased capital ratio of 4% or greater, and generallleverage ratio of 4% or greater. An institutis
“undercapitalized” if it has a total risk-based italratio of less than 8%, a Tier | ridlased capital ratio of less than 4%, or generaigvarag
ratio of less than 4%. An institution is deemedéo“significantly undercapitalized” if it has a abtisk-based capital ratio of less than 69
Tier | risk-based capital ratio of less than 3%adeverage ratio of less than 3%. An institutistonsidered to be “critically undercapitalized
if it has a ratio of tangible equity (as definedtire regulations) to total assets that is equairttess than 2%. As of December 31, 2
Bankwell was a well-capitalized institution.

Under the new regulations effective on January0152 certain changes to the prompt corrective actitios will be implemented, including
increase in the Tier | risk-based capital ratiosSfa®ws: “well capitalized” an increase from 6% greater to 8% or greateradequatel
capitalized” an increase from 4% or greater to G%reater, “undercapitalized” an increase from thss 4% to less than 6% ansldgnificantly
undercapitalized” an increase from less than 3%ese than 4%. Additionally, an institutiasncommon equity Tier | risk based capital r
would be required to be 6.5% or greater to be deemwell capitalized,” 4.5% or greater to be consatk“adequately capitalized4.5% or les
to be deemed “undercapitalized,” 3% or less todmnted “significantly undercapitalized” and equabtdess than 2% to be deemalitically
undercapitalized.” Further, if an institutientatio of tangible equity to total assets is edaadr less than 2%, the institution would be ded
“critically undercapitalized”.
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“Undercapitalized”banks must adhere to growth, capital distributimel(ding dividend) and other limitations and aeguired to submit
capital restoration plan to regulators. A bankbmpliance with such a plan is required to berajuaed by any company that controls
undercapitalized institution in an amount equath® lesser of 5% of the institutiantotal assets when deemed undercapitalized artioain
necessary to achieve the status of adequatelyatiapd. If an “undercapitalizediank fails to submit an acceptable plan, it istedas if it it
“significantly undercapitalized.” “Significantly wercapitalizedbanks must comply with one or more of a numberdufittonal restriction:
including but not limited to an order by the FDI& gell sufficient voting stock to become adequatalpitalized, requirements to reduce 1
assets, cease receipt of deposits from correspomamks or dismiss directors or officers, and refstns on interest rates paid on depao
compensation of executive officers and capitalriigtions by the parent holding company. “Critigalindercapitalizedinstitutions are subje
to additional measures including, subject to aawarexception, the appointment of a receiver or eoregor within 270 days after it obta
such status.

Liquidity . We are required to maintain a sufficient amouriguid assets to ensure our safe and sound aperat

The final Basel 11l framework also requires banksl ddank holding companies to measure their liguidigainst specific liquidity tes
Although similar in some respects to liquidity me@s historically applied by banks and banking agenfor management and supervis
purposes, the Basel Il framework would requirecsieliquidity tests by rule. On November 18, 20the Federal Reserve Board, the Fet
Deposit Insurance Corporation, and the office ef @omptroller of the Currency proposed clarificaido the revised regulatory capital
adopted by the agencies in July 2013.

Transactions with AffiliatesUnder current federal law, transactions betwespoditory institutions and their affiliates are goved by Sectiol
23A and 23B of the Federal Reserve Act, or FRA, thedrederal Reserve BoasdRegulation W. In a holding company context, atisimum
the parent holding company of a bank and any companhich are controlled by such parent holding pany is an affiliate of the bar
Generally, Section 23A limits the extent to whible bank or its subsidiaries may engage in “covaatsactionsWith any one affiliate to 10’
of such banls capital stock and surplus, and contains an agtgdinit on all such transactions with all affiea to 20% of capital stock &
surplus. The term “covered transactiantludes, among other things, the making of loanstber extensions of credit to an affiliate and
purchase of assets from an affiliate. Section 28 @stablishes specific collateral requirementsidans or extensions of credit to,
guarantees, acceptances on letters of credit issmdzbhalf of an affiliate. Section 23B requireattbovered transactions and a broad i
other specified transactions be on terms substigriti® same, or no less favorable, to the bankswsubsidiary as similar transactions with nor
affiliates. The Dodd-rank Act has expanded the definition of coverasigactions and increased the timing and other tsspéthe collater:
requirements associated with covered transactioghjding an expansion of the covered transacttonsclude credit exposures relatec
derivatives, repurchase agreements and secusgtielnig arrangements and an increase in the amétintefor which collateral requiremel
regarding covered transactions must be satisfied.

Loans to Insider. Further, Section 22(h) of the FRA restricts aa$#ory institution with respect to loans to dil@s, executive officers, a
principal shareholders (or insiders). Under Sec@th), loans to insiders and their related intsresay not exceed, together with all o
outstanding loans to such persons and affiliateiies) the depository institutios’total unimpaired capital and unimpaired surpluEns tc
insiders above specified amounts must receive tlog ppproval of the board of directors. Furthemder Section 22(h), loans to direct
executive officers and principal shareholders nhestmade on terms substantially the same as offeredmparable transactions to ol
persons, except that such insiders may receivenam®tal loans made under a benefit or compensatiogram that is widely available to
depository institutiors employees and does not give preference to thgeingver the employees. Section 22(g) of the FRgs addition
limitations on loans to executive officers. In déuh to enhancing restrictions on insider trangardj the Dodd-rank Act increases the type:
transactions with insiders subject to restrictionsluding certain asset sales with insiders.
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Enforcement. The FDIC has extensive enforcement authority ensured banks, including the Bank. This enforcetrerthority include:
among other things, the ability to assess civil ayopenalties, issue cease and desist orders armveetirectors and officers. In general, tt
enforcement actions may be initiated in responsédiations of laws and regulations and unsaferound practices.

The FDIC has authority under federal law to appaimonservator or receiver for an insured bank utidéted circumstances. The FDIC
required, with certain exceptions, to appoint aeiegr or conservator for an insured state nonmentla@k if that bank wasctitically
undercapitalized” on average during the calendaartgu beginning 270 days after the date on whidh itistitution became cfitically
undercapitalized.” The FDIC may also appoint itsesdf conservator or receiver for an insured statenmember institution under spec
circumstances on the basis of the institusofinancial condition or upon the occurrence ofeotevents, including: (1) insolvency;
substantial dissipation of assets or earnings tirotolations of law or unsafe or unsound practi¢83 existence of an unsafe or unsc
condition to transact business; and (4) insufficieapital, or the incurring of losses that will tetp substantially all of the institutiam’capita
with no reasonable prospect of replenishment witfederal assistance.

Insurance of Deposit Accoun. Deposit accounts at the Bank are insured by tBpoBit Insurance Fund, generally up to a maximu
$250,000 per separately insured depositor, purdoactianges made permanent by the DBdahk Act. The FDIC assesses insured depo:
institutions to maintain the Deposit Insurance Fuxd institution may pay a dividend if in defauftits deposit insurance assessment.

Under the FDIC’s riskbased assessment system, insured depository iistgare assigned to a risk category based omg&apey evaluation:
regulatory capital levels and other factors. A defooy institutions assessment rate depends upon the category th wheassigned al
certain adjustments specified by the FDIC, withs lasky institutions paying lower assessments.

On February 7, 2011, as required by the DBdahk Act, the FDIC published a final rule to revibe deposit insurance assessment syster
rule, which took effect April 1, 2011, changed #ssessment base used for calculating deposit msig@ssessments from deposits to avi
consolidated total assets less average tangiblégyecapital. Since the new base is larger than grevious base, the FDIC also lowe
assessment rates so that the rule would not signiliy alter the total amount of revenue colledr@in the industry. The range of adjus
assessment rates is now 2.5 to 45 basis pointseafi¢w assessment base. The rule is expected éditbmmaller financial institutions, whi
typically rely more on deposits for funding, andfsimore of the burden for supporting the Deposisurance Fund to larger finan
institutions, which are thought to have greateeasdo nondeposit funding.

The DoddFrank Act increased the minimum target Deposit fasce Fund ratio from 1.15% of estimated insuredodiégs to 1.35% ¢
estimated insured deposits. The FDIC must seekchiteae the 1.35% ratio by September 30, 2020. ttingethe assessments necessa
achieve the 1.35% ratio, the FDIC is supposed teebtthe effect of the increased ratio on insurestitutions with assets of less than
billion. The DoddFrank Act eliminated the 1.5% maximum fund ratitstead leaving it to the discretion of the FDICeHDIC has exercis
that discretion by establishing a long range fuatgbrof 2%.

A material increase in insurance premiums wouldljikhave an adverse effect on the operating expesnrsé results of operations of the Bi
Management cannot predict what insurance assessatestwill be in the future.

Insurance of deposits may be terminated by the RIi@h a finding that a depository institution hagaged in unsafe or unsound practice

in an unsafe or unsound condition to continue djmera or has violated any applicable law, regulatiwle, order or condition imposed by
FDIC. We do not know of any practice, conditionvaslation that might lead to termination of the B&ndeposit insurance.
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Deposit Operation. In addition to the regulations above, the Bardéposit operations are subject to other fedaved bpplicable to depositc
accounts, such as the:

e Truth-In-Savings Act, requiring certain disclosures for aoner deposit account

e Right to Financial Privacy Act, which imposes aydtd maintain confidentiality of consumer financiacords and prescrit
procedures for complying with administrative subpexeof financial record:

e Electronic Funds Transfer Act and Regulation Eeéskshy the Federal Reserve to implement that adgchadovern automatic depos
to and withdrawals from deposit accounts and custshnights and liabilities arising from the use of auttted teller machines a
other electronic banking services; ¢

e Rules and regulations of the various federal bapkigencies charged with the responsibility of im@ating these federal lawn

Federal Reserve SysteThe Federal Reserve Board regulations require deppsnstitutions to maintain noninterest earniegerves agair
their transaction accounts (primarily NOW and reguthecking accounts). The Federal Reserve Boaydlatons generally require tl
reserves be maintained against aggregate transacimunts. We are in compliance with these remérgs.

Federal Home Loan Bank of Boston (FHLBThe Bank is a member of the FHLBB, which is onahaf regional Federal Home Loan Ba
composing the Federal Home Loan Bank System. EaderBl Home Loan Bank serves as a central crediittfaprimarily for its membe
institutions. The Bank, as a member of the FHLBRgiquired to acquire and hold shares of capiteksin the FHLBB.

Community Reinvestment Act (CRBhder the CRA, as amended by FDIC regulations, rkk teas a continuing and affirmative obligat

consistent with its safe and sound operation, tip Ineeet the credit needs of its entire communihgluding low and moderate inco

neighborhoods. The CRA does not establish spdeifiding requirements or programs for financialitn§ibns nor does it limit an institutios’
discretion to develop the types of products andises that it believes are best suited to its paldr community. The CRA does require

FDIC, in connection with its examination of a batdassess the barskrecord of meeting the credit needs of its comtguend to take sut

record into account in its evaluation of certairplagations by such bank, including applicationsaquire branches and other finan

institutions. The CRA requires the FDIC to provalevritten evaluation of a bank’s CRA performanciéizing a fourtiered descriptive ratir

system. In particular, the system focuses on ttests:

e A lending test, to evaluate the bi's record of making loans in its assessment a

e An investment test, to evaluate the baniécord of investing in community development ect§, affordable housing, and progr:
benefiting low or moderate income individuals andibhesses; ar

e A service test, to evaluate the b’s delivery of services through its branches, ATltg] other offices

Connecticut has its own statutory counterpart 8 GRA which is applicable to the Bank. The Conmettiversion is generally similar to 1
CRA but utilizes a fiveiered descriptive rating system. Connecticut laguires the Connecticut Department of Banking tusiter, but not t
limited to, a banls record of performance under Connecticut law instering any application by the Bank to establishranch or oth
deposittaking facility, to relocate an office or to mergeconsolidate with or acquire the assets and asgheliabilities of any other banki
institution. In our most recent evaluation unden@ecticut law both The Bank of New Canaan and TaekBf Fairfield received a CRA rati
of “satisfactory”.
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Consumer Protection and Fair Lending Regulationde are subject to a variety of federal and Cotiogtcstatutes and regulations that
intended to protect consumers and prohibit disecréion in the granting of credit. These statuted esgulations provide for a range
sanctions for nowompliance with their terms, including impositioh administrative fines and remedial orders, anémref to the Attorne
General for prosecution of a civil action for adtaad punitive damages and injunctive relief. Gertaf these statutes authorize pri
individual and class action lawsuits and the avedralctual, statutory and punitive damages andradi®’ fees for certain types of violations.

At the federal level, these laws include, amongghthe following:
e Federal Trut-In-Lending Act, governing disclosures of credit tetimgsonsumer borrower

e Home Mortgage Disclosure Act of 1975, requiringgficial institutions to provide information to enaltthe public and public officie
to determine whether a financial institution isfiflihg its obligation to help meet the housing deef the community it serve

e Equal Credit Opportunity Act, prohibiting discringition on the basis of race, creed, or other prtdgddfiactors in extending cred

e Fair Credit Reporting Act of 1978, governing thes w consumer credit reports and the provisionnédrmation to credit reportir
agencies

e Fair Debt Collection Act, governing the manner inigh consumer debts may be collected by collecigencies
e Real Estate Settlement Procedures Act, governimgjrad costs and settlement procedures and disel®saiconsumers related there

e Servicemembers Civil Relief Act of 2004, governitg repayment terms of, and property rights undteglysecured obligations
persons in military service; at

e Rules and regulations of the various federal agesnciarged with the responsibility of implementihgse federal law:
Additional Considerations

Regulatory Enforcement Authori. Federal banking agencies have substantial enfaee authority over the financial institutions thhey
regulate including, among other things, the abitdyassess civil money penalties, to issue ceadal@sist or removal orders and to init
injunctive actions against banking organizationd awstitutionaffiliated parties, as defined. In general, thesoreement actions may
initiated for violations of laws and regulationgdamsafe or unsound practices. Other actions atiores may provide the basis for enforcer
action, including misleading or untimely reportged with regulatory authorities. Except under dertarcumstances, federal law requires pt
disclosure of final enforcement actions by the fatlbanking agencies.

Incentive Compensation Guidan. The federal banking agencies have released ctmpsese guidance on incentive compensation po
focused on ensuring that financial institutiomgentive compensation policies do not undermirgesiifety and soundness of those institu
by encouraging excessive risk taking. The incentm@pensation guidance sets expectations for fiahimstitutions concerning their incent
compensation arrangements and relatedriakagement, control and governance processesnfllogees that have the ability to materi
affect the risk profile of a financial institutioaither individually or as part of a group, are @®d by the guidance. The guidance is based
three core concepts: (1) balanced tisking incentives; (2) effective controls and rislanagement compatibility; and (3) strong corpc
governance. Deficiencies in compensation practicasare identified may be incorporated into thaitntion’s supervisory ratings, which ¢
affect the organizatios’ability to take certain actions, including alyiltb make acquisitions or take other actions. Exgorent actions by t
institution’s primary federal banking agency mayibiiated if the institutions incentive compensation programs pose a riskec#fiety an
soundness of the organization.
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Sarbanes-Oxley Act of 200Phe Sarbane®xley Act of 2002 generally established a compreh@nframework to modernize and reform
oversight of public company auditing, improve theality and transparency of financial reporting bywse companies and strengthen
independence of auditors. Among other things, #gislation (1) created the Public Company AccountDversight Board, which
empowered to set auditing, quality control andststandards, to inspect registered public acaogirfitims, to conduct investigations anc
take disciplinary actions, subject to SEC oversayhd review; (2) strengthened auditor independérmge corporate management by, am
other things, limiting the scope of consulting seeg that auditors can offer their public compaagliticlients; (3) heightened the responsib
of public company directors and senior managershiemuality of the financial reporting and disclos made by their companies; (4) adopt
number of provisions to deter wrongdoing by corpwnmanagement; (5) imposed a number of new compatisclosure requirements;
adopted provisions which generally seek to limitl @xpose to public view possible conflicts of ietgraffecting securities analysts; anc
imposed a range of new criminal penalties for framd other wrongful acts, as well as extended #vég@ during which certain types
lawsuits can be brought against a company or #isléns. The Sarban&xley Act applies generally to all companies thiat ér are required
file periodic reports with the SEC under the Exa®Act.

Financial ModernizationThe Gramm-LeaclBliley Act, or the GLB Act, permits greater affitian among banks, securities firms, insurz
companies, and other companies under a type ohdiabservices company known as a “financial haldoompany”.A financial holding
company essentially is a bank holding company wigimificantly expanded powers. Financial holdingnpanies are authorized by statut
engage in a number of financial activities previgusipermissible for bank holding companies, inéhgisecurities underwriting, dealing ¢
market making; sponsoring mutual funds and investrmempanies; insurance underwriting and agencg;raerchant banking activities. T
GLB also permits the Federal Reserve Board and thasury Department to authorize additional adéisifor financial holding companies
they are “financial in nature” or “incidental® financial activities. A bank holding company ntascome a financial holding company if eac
its subsidiary banks is well capitalized, well mged, and has at least a “satisfactoBRA rating. A financial holding company must pros
notice to the Federal Reserve Board within 30 d&yesr commencing activities previously determingdskatute or by the Federal Rest
Board and Department of the Treasury to be perbliessWe have not submitted notice to the FederabERe Board of our intent to be deer
a financial holding company. However, we are netchrded from submitting a notice in the future ddome wish to engage in activities o
permitted to financial holding companies.

Privacy RequirementUnder the Gramm-LeacBliley Act, or the GLB Act, all financial institubns are required to establish policies
procedures to restrict the sharing of non-publistemer data with noaffiliated parties and to protect customer datanfiauthorized acce
In addition, the Fair Credit Reporting Act of 197, FCRA, includes many provisions concerning netlocredit reporting standards
permits consumers, including customers of the B&mkpt out of informatiorsharing for marketing purposes among affiliated panies. Th
Fair and Accurate Credit Transactions Act of 206%aded certain provisions of FCRakd requires banks and other financial institutitn
notify their customers if they report negative mf@tion about them to a credit bureau or if theyy gnanted credit on terms less favorable
those generally available. The Bank currently hgsigacy protection policy in place and believestsyolicy is in compliance with tl
regulations.
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The Bank Secrecy Act and Related Anti-Money Laimgleand Anti-Terrorist Financing Legislatiomhe Bank Secrecy Act, or the B¢
provides, in part, for the facilitation of infornam sharing among governmental entities and fir@riostitutions for the purpose of comba
terrorism and money laundering by enhancing entiey laundering and financial transparency laveswall as enhanced informat
collection tools and enforcement mechanics forUk®. government, including: (1) requiring standdiatsverifying customer identification
account opening; (2) ruledo promote cooperation among financial institutioregulators, and law enforcement entities in idgng partie:
that may be involved in terrorism or money laundlgri(3) reports by nonfinancial trades and busiee$ied with the Treasury Department’
Financial Crimes Enforcement Network for transatdiexceeding $10,000; (4) filing suspicious adgsitreports by brokers and dealers if -
believe a customer may be violating U.S. laws aglilations; and (5) requiring enhanced due diligamgjuirements for financial institutic
that administer, maintain, or manage private baroants or correspondent accounts for non-U.Sopsrs

Title 11l of the USA PATRIOT Act of 2001 amendedetiBSA and incorporates anérrorist financing provisions into the requireneenf the
BSA and its implementing regulations. Among othengs, the USA PATRIOT Act requires all financiaktitutions, including us, to institt
and maintain a risk-based antbney laundering compliance program that includeasdomer identification program, provides for imf@tior
sharing with law enforcement and between certaiarftial institutions by means of an exemption fitbi privacy provisions of the GLB A
prohibits U.S. banks and broker-dealers from maiimg accounts with foreign “shellbanks, establishes due diligence and enhance
diligence requirements for certain foreign corresfent banking and foreign private banking accoant$ imposes additional record keej
requirements for certain correspondent bankingngements. The USA PATRIOT Act also grants broadaerity to the Secretary of t
Treasury to take actions to combat money laundedand federal bank regulators are required to evalthe effectiveness of an applicar
combating money laundering in determining whetbexgprove any application submitted by a finanicistitution.

The Office of Foreign Assets Control, or OFAC, whis a division of the Treasury Department, is oesible for helping to ensure that L
entities do not engage in transactions with “ensfré the United States, as defined by various Exeeudirders and Acts of Congress. OF
has sent, and will send, our banking regulatorynegs lists of names of persons and organizatingpested of aiding, harboring or engay

in terrorist acts. If the Bank finds a name on &rapsaction, account or wire transfer that is ol O&AC list, the Bank must freeze such accc
file a suspicious activity report and notify OFA®G/e have established policies and procedures torermampliance with the federal anti-
laundering provisions.

Proposed Legislation and Regulatory Act. New statutes, regulations and guidance are rdgyleoposed that contain widenging potenti
changes to the statutes, regulations and competighationships of financial institutions operatingd doing business in the United States
cannot predict whether or in what form any propaseilation or statute will be adopted or the eixterwhich our business may be affecte:
any new regulation or statute.

Effect of Governmental Monetary Polici. Our earnings will be affected by domestic ecoroaainditions and the monetary and fiscal pol
of the U.S. government and its agencies. The Fe®aserve Board monetary policies have had, and are likely totinae to have, &
important impact on the operating results of comuiaéibanks through its power to implement natiomainetary policy in order, among ot
things, to curb inflation or combat a recessione Titonetary policies of the Federal Reserve Bodmttathe levels of bank loans, investm:
and deposits through its control over the issuaridg.S. government securities, its regulation @& tiiscount rate applicable to member bi
and its influence over reserve requirements to vinnember banks are subject. We cannot predict dlheren or impact of future change:
monetary and fiscal policies.
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Taxation
Federal Taxation

General : We are subject to federal income taxation inghme general manner as other corporations, wititelimexceptions. The followit
discussion of federal taxation is intended onlgtonmarize certain pertinent federal income tax ensithnd is not a comprehensive descri|
of the tax rules applicable to us.

Method of Accounting: For Federal income tax pugsmsve report income and expenses on the accrubbthef accounting and use tax y
ending December 31 for filing federal income tatures.

Alternative Minimum Tax : The Internal Revenue Code of 1986, as amended'@thde”), imposes an alternative minimum tax (“AN&t ¢
rate of 20.0% on a base of regular taxable incolue gertain tax preferences which we refer to dteri@ative minimum taxable incomeThe
AMT is payable to the extent such alternative mimimtaxable income is in excess of an exemption amand the AMT exceeds the regi
income tax. Net operating losses can offset no rthae 90.0% of alternative minimum taxable inco@ertain AMT payments may be uset
credits against regular tax liabilities in futureays. We have not been subject to the AMT and haveuch amounts available as credit:
carryover.

Net Operating Loss Carryovers: A corporation may carry back net operating lossethé preceding two taxable years and forward &
succeeding 20 taxable years. At December 31, 20&had $3.2 million of net operating loss carryfards for federal income tax purpo:
The carryovers were transferred to the Company tp@merger with the Wilton Bank.

Corporate Dividends-Received DeductionThe Company may exclude from its income 100.0% ieiddnds received from the Bank a
member of the same affiliated group of corporatioffse corporate dividends received deduction i9®80in the case of dividends recei
from corporations with which a corporate recipidoes not file a consolidated tax return, and capans which own less than 20.0% of
stock of a corporation distributing a dividend naduct only 70.0% of dividends received or accrmedheir behalf.

The Company and the Bank are not currently undelit amith respect to their federal tax returns. he tpast five years, an audit of
Company’s 2009 federal tax return was conducteztetivere no findings as a result of the audit.

State Taxation

Connecticut

We are subject to the Connecticut corporation lassintax. The Connecticut corporation businesssdased on the federal taxable inc
before net operating loss and special deductiodsnaakes certain modifications to federal taxableome to arrive at Connecticut taxe
income. Connecticut taxable income is multipliectiy state tax rate (7.5% for the fiscal yearsmgn@lecember 31, 2014 and 2013) to arri
Connecticut income tax.

The Company and the Bank are not currently unddit aith respect to their state tax returns, arelrttate tax returns have not been au

for the past five years.
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Iltem 1A. Risk Factors
Risks Relating to Our Business

As a business operating in the financial servicesidustry, our business and operations may be adveigeaffected in numerous ant
complex ways by weak economic conditions.

Our businesses and operations, which primarily isbie$ lending money to customers in the form afrls, borrowing money from customer
the form of deposits and investing in securitie® sensitive to general business and economic tonsliin the United States. If the L
economy weakens, our growth and profitability froor lending, deposit and investment operationsdacbal constrained. Uncertainty about
federal fiscal policymaking process, the medium kg term fiscal outlook of the federal governmeantd future tax rates is a concern
businesses, consumers and investors in the UntttdsS In addition, economic conditions in fore@untries, including uncertainty over
stability of the euro currency, could affect thability of global financial markets, which couldnidier U.S. economic growth. Weak econc
conditions are characterized by deflation, fludtua in debt and equity capital markets, a lacKiadidity and/or depressed prices in
secondary market for mortgage loans, increasedqledincies on mortgage, consumer and commercias,loasidential and commercial
estate price declines and lower home sales and eoohactivity. The current economic environmenaiso characterized by interest rate
historically low levels, which impacts our ability attract deposits and to generate attractiveimgsrthrough our investment portfolio. All
these factors are detrimental to our business,tlamdnterplay between these factors can be comguhelkunpredictable. Our business is
significantly affected by monetary and related gieb of the U.S. federal government and its agen&@anges in any of these policies
influenced by macroeconomic conditions and othetofa that are beyond our control. Adverse econamitditions and government pol
responses to such conditions could have a matahadrse effect on our business, financial conditiesults of operations and prospects.

We may not be able to adequately measure and limitur credit risk, which could lead to unexpected loses.

The business of lending is inherently risky, inéhgdrisks that the principal of or interest on dogn will not be repaid timely or at all or t|
the value of any collateral supporting the loan td insufficient to cover our outstanding exposUieese risks may be affected by the stre
of the borrowers business sector and local, regional and natior@aket and economic conditions. Our risk managerpeadtices, such

monitoring the concentration of our loans withiresific industries and our credit approval practiceay not adequately reduce credit risk,
our credit administration personnel, policies anacpdures may not adequately adapt to change®oitoetc or any other conditions affect
customers and the quality of the loan portfoliondHly, many of our loans are made to middle matkeginesses that may be less ab
withstand competitive, economic and financial puess than larger borrowers. A failure to effectiveheasure and limit the credit r
associated with our loan portfolio could have aeriat adverse effect on our business, financialddan, results of operations and fut
prospects.
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Our allowance for loan losses may not be adequate absorb losses inherent in our loan portfolio, whih could have a material advers
effect on our financial condition and results of oprations.

We maintain an allowance for loan losses to pro¥@enonperforming loans. Maintaining an adequdl@ance for loan losses is critical
our financial results and condition. The level afr allowance for loan losses reflects managersentintinuing evaluation of gene
economic conditions, diversification and seasomhthe loan portfolio, historic loss experienagntified credit problems, delinquency le
and adequacy of collateral. The determination ef appropriate level of the allowance for loan Issi&einherently highly subjective &
requires us to make significant estimates of asdiraptions regarding current credit risks and futueads, all of which may undergo mate
changes. Inaccurate management assumptions, cogtideterioration of economic conditions affectimgrrowers, new information regard
existing loans, identification of additional protridoans and other factors, both within and outsideur control, may require us to increase
allowance for loan losses. In addition, our reqaigtas an integral part of their examination pssceeview our loans and the adequacy o
allowance for loan losses and may direct us to neadditions to our allowance for loan losses basedheir judgments about informati
available to them at the time of their examinatiBurther, if actual chargeffs in future periods exceed the amounts alloc&enlir allowanc
for loan losses, we may need additional provismmldan losses to restore the adequacy of our athew for loan losses. If we are require
materially increase our level of allowance for Idasses for any reason, such increase could hamaterial adverse effect on our busin
financial condition, results of operations and fatprospects.

At December 31, 2014, our allowance for loan lossea percentage of total loans was 1.17% angearcantage of total noaccrual loans wi
323.02%. Although we believe that our allowance lf@n losses is adequate to cover known and prebablrred losses included in
portfolio, we cannot assure you that we will nottlier increase our allowance for loan losses or ¢ regulators will not require us
increase it. Either of these occurrences could @ele affect our earnings. If delinquencies andadi$ increase, we could experience
increase in delinquencies and chaofis-and we may be required to increase our alleedor loan losses, which could materially adves
affect our business, financial condition, resuftserations and prospects.

Our concentration of large loans to certain borrowes may increase our credit risk.

Our growth over the last several years has bediajpamttributable to our ability to originate amdtain loans. Many of these loans have

made to a small number of borrowers, resulting gl concentration of large loans to certain bwars. We have established an infon
internal lending limit of $25MM to one borrower/agionship subject to the statutory maximum of 1586w unimpaired capital and reser
for loan loss and up to 50% for commercial reahtessecured loanslowever, we may, under certain circumstances, dengjoing above th
internal limit in situations where we are confidémat (1) the loan to value ratio, other charast@s or the structure of the loan is such thes
a lower risk than standard, (2) we will be ables&dl to another institution some portion of theatieinship debt as either a whole loal
participation, (3) there is sufficient diversificat in the ownership structure of the proposeddwimg entity that the involvement of one p
to whom we have extended other debt will not sigaiftly negatively impact the proposed lcamperformance in a downturn or (4)

proposed loan is secured by particularly strondpteal, for example, a commercial real estate @cured by strong tenants with lotegrr
leases, thereby reducing the reliance on the paheiof the borrowing entity. As of December 31120our five largest relationships ran
from approximately $14.0 million to $27.7 millioand comprised in the aggregate, approximately 11%up loan portfolio. In addition -
other typical risks related to any loan, such asritiration of the collateral securing the loatss high concentration of borrowers preser
risk to our lending operations. If any of one otk borrowers becomes unable to repay their logatibns for any reason, our nonperformr
loans and our allowance for loan losses could ammesignificantly, which could adversely and matbriaffect our business, financ
condition and results of operations.
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Our commercial real estate loan, commercial loan ahconstruction loan portfolios expose us to riskshiat may be greater than the risk
related to our other mortgage loans.

Our loan portfolio includes non-owneccupied commercial real estate loans for indivisl@nd businesses for various purposes, whic
secured by commercial properties. As of December2814, our non-ownesecupied commercial real estate loans totaled £36#llion, ol
43% of our total loan portfolio. There was 1 noripening non-ownelccupied commercial real estate loan totaling $8ikion as o
December 31, 2014. These loans typically involygayeent dependent upon income generated, or exptxiee generated, by the prop
securing the loan in amounts sufficient to coveerafing expenses and debt service. Commerciakstate loans may be affected to a gr
extent than residential loans by adverse conditiongal estate markets or the economy because eotiahreal estate borrowerability to
repay their loans depends on successful developofettieir properties, in addition to the factor$eafing residential real estate borrow
These loans also involve greater risk because gleegrally are not fully amortizing over the loarripd, but have a balloon payment du
maturity. A borrowers ability to make a balloon payment typically wiépend on being able to either refinance the laaselh the underlyin
property in a timely manner.

These loans expose a lender to greater creditiréskloans secured by residential real estate Bedhe collateral securing these loans typi
cannot be liquidated as easily as residential estdte. If we foreclose on these loans, our holgiegod for the collateral typically is long
than for a 1 — 4 family residential property be@atisere are fewer potential purchasers of the teollh Additionally, non-owneoccupiet
commercial real estate loans generally involvetingdy large balances to single borrowers or relageoups of borrowers. Accordingly, charge
offs on non-ownepccupied commercial real estate loans may be langer per loan basis than those incurred with esidential or consum
loan portfolios.

Commercial loans are typically based on the borreWability to repay the loans from the cash flow oéithbusinesses. These loans

involve greater risk because the availability afida to repay each loan depends substantially osubeess of the business itself. In addi
the assets securing the loans have the followiagadheristics: (a) they depreciate over time, lfleytare difficult to appraise and liquidate,
(c) they fluctuate in value based on the succesiseobusiness.

Risk of loss on a construction loan depends largpbyn whether our initial estimate of the propestyalue at completion of construction eq
or exceeds the cost of the property constructinalding interest), the availability of permanesitdout financing and the builderability tc
ultimately sell the property. During the constroatiphase, a number of factors can result in dedagscost overruns. If estimates of value
inaccurate or if actual construction costs excestilmates, the value of the property securing thten lmay be insufficient to ensure
repayment when completed through a permanent Iohg seizure of collateral.

Our underwriting, review and monitoring cannot etiate all of the risks related to these loans. eeked deterioration in the credit quality
our commercial real estate loan, commercial loararstruction loan portfolios would require us tarease our provision for loan los:
which would reduce our profitability and could mé#éy adversely affect our business, financial dition, results of operations and fut
prospects.

Lack of seasoning of our loan portfolio could incrase risk of credit defaults in the future.

As a result of our growth over the past recentgeatarge portion of loans in our loan portfoliadaof our lending relationships are of relatiy
recent origin. As of December 31, 2014, we had $hSillion in commercial loans outstanding. Appmmgtely 93%, or $667.5 million,
these loans, were originated in the last four ydargeneral, loans do not begin to show signsredlit deterioration or default until they hi
been outstanding for some period of time, a procefesred to as “seasoningds a result, a portfolio of older loans will usyabehave mo
predictably than a newer portfolio. Because a lgpggion of our portfolio is relatively new, thercant level of delinquencies and defaults |
not represent the level that may prevail as théf@ar becomes more seasoned and may not serve@mhble basis for predicting the he:
and nature of our loan portfolio, including net igoffs and the ratio of nonperforming assets in titare. Our limited experience with th
loans does not provide us with a significant payniéstory pattern with which to judge future coliglility. As a result, it may be difficult
predict the future performance of our loan pordolf delinquencies and defaults increase, we cexfgerience an increase in delinquencies
chargeeffs and we may be required to increase our alle&dor loan losses, which could materially adversdfect our business, financ
condition, results of operations and prospects.
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A prolonged downturn in the real estate market coul result in losses and adversely affect our profitaility.

As of December 31, 2014, approximately 84% of oanlportfolio was composed of commercial and corsuerl estate loans. The real e¢
collateral in each case provides an alternate sonircepayment in the event of default by the beaoand may deteriorate in value during
time the credit is extended. The recent recessisnadversely affected real estate market valuessde country, and values may contint
decline. A further decline in real estate valueslddurther impair the value of our collateral aodr ability to sell the collateral upon ¢
foreclosure, which would likely require us to inase our provision for loan losses. In the everd défault with respect to any of these lo
the amounts we receive upon sale of the collatesy be insufficient to recover the outstanding gpal and interest on the loan. If we
required to reralue the collateral securing a loan to satisfyaébt during a period of reduced real estate valués increase our allowance
loan losses, our profitability could be adversdfgeted, which could have a material adverse efbacour business, financial condition, res
of operations and prospects.

We are subject to interest rate risk that could negtively impact our profitability.

Our profitability, like that of most financial iriitions, depends to a large extent on our netestéancome, which is the difference betweer
interest income on interest-earning assets, suldaas and investment securities, and our intengseénse on interesiearing liabilities, such
deposits and borrowings. Our interest rate seityitprofile was liability sensitive as of Decembit, 2014, meaning that we estimate ou
interest income would decrease more from risingregt rates than from falling interest rates.

Interest rates are highly sensitive to many factbes are beyond our control, including generalnecoic conditions and policies of varic
governmental and regulatory agencies and, in pgaticthe U.S. Federal Reserve Board, or the Fe&aserve, or the Federal Reserve Bc
Changes in monetary policy, including changes farast rates, could influence not only the intevestreceive on loans and securities ant
interest we pay on deposits and borrowings, but shanges could also affect our ability to originktans and obtain deposits, the fair valt
our financial assets and liabilities, and the agerduration of our assets. If the interest ratéd pa deposits and other borrowings increas¢
faster rate than the interest rates received amslead other investments, our net interest inca@meé,therefore net income, could be adve
affected. A continuation of the current levels ddtbrically low interest rates could cause the agrbetween our loan yields and our dej
rates paid to compress our net interest marginoamdet income could be adversely affected. Furtliey substantial, unexpected, prolor
change in market interest rates could have a raatadverse effect on our business, financial camlitresults of operations and fut
prospects.

In addition, an increase in interest rates couth dlave a negative impact on our results of omaratby reducing the ability of borrowers
repay their current loan obligations. These cirdamses could not only result in increased loan Wiefaforeclosures and chargéfs, but als
necessitate further increases to our allowancdofan losses, each of which could have a materie¢@@ effect on our business, result
operations, financial condition and future prospect
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Our business is concentrated in Fairfield and New BEven Counties, Connecticut, and we are more sensg than our more
geographically diversified competitors to adversel@anges in the local economy.

We conduct substantially all of our operations a@irfield and New Haven Counties, Connecticut. Safislly all of the real estate loans in
loan portfolio are secured by properties locateBairfield County and a smaller number in New HaGaunty and the New York metropoli
area. In addition, as of December 31, 2014, thé¢ megority of the loans in our loan portfolio (measd by dollar amount) were made
borrowers who live or conduct business in the NewkYmetropolitan area. We compete against a numibimancial institutions who mainte
significant operations located outside of the NesvkYmetropolitan area and outside the State of €cticut. Accordingly, any regional or lo
economic downturn, or natural or marade disaster, that affects Connecticut or the Nevk metropolitan area or existing or prospec
property or borrowers in Connecticut or the New Kanetropolitan area may affect us and our profitgbmore significantly and mo
adversely than our more geographically diversifiechpetitors, which could cause a material adveifeeteon our business, financial conditi
results of operations and prospects.

Strong competition within our market area could reduce our profits and slow growth.

Competition in the financial services industry ur anarket and the surrounding area is strong. Noosgecommercial banks, savings banks
savings associations maintain offices or are headeped in or near our primary market area. Comiakebmanks, savings banks, savi
associations, money market funds, mortgage brolem@nce companies, credit unions, insurance coiepainvestment firms and privi
lenders compete with us for various segments ofbosiness. These competitors often have far greaseurces than we do and are ab
conduct more intensive and broader based promadteffuats to reach both commercial and individuastmmers.

Our ability to compete successfully will dependsonumber of factors, including, among other things:

e Our ability to build and maintain longrm customer relationships while ensuring highicalhstandards and safe and sound bar
practices

e The scope, relevance and pricing of products andcss that we offet

e Customer satisfaction with our products and persmathservices

e Industry and general economic trends;

e Our ability to keep pace with technological advanard to invest in new technolog

Increased competition could require us to incréhserates we pay on deposits or lower the ratesffes on loans, which could reduce
profitability. We derive a majority of our businefsem our primary market area, of Fairfield CounBgnnecticut, which includes the Towr
New Canaan and the neighboring communities of Wjl®tamford, Fairfield, Easton, Weston and Westpsrivell as New Haven Cour
Connecticut as a result of the Quinnipiac acquisitiOur failure to compete effectively in our primpanarket could cause us to lose ma
share and could have a material adverse effectiobusiness, financial condition, results of operat and future prospects.

We are a community bank and our ability to maintainour reputation is critical to the success of our bsiness.

We are a community bank, and our reputation isajribe most valuable components of our businesSelstember 2013, following the mer
of The Bank of Fairfield into The Bank of New Canaae combined these brands as well as Stamfosd Bank under one single nai
Bankwell Bank. Although we believe that operatingler a single name will help us to achieve openatiefficiencies, strengthen our bri
and grow our institution, there can be no assur#éimaethis brand change will be successful or ithi@gration of the banks will not compronr
customer confidence or provide marketing opportesifor our competitors. We strive to conduct ousibess in a manner that enhance:
reputation. This is done, in part, by recruitingiify and retaining employees who share our coleegof being an integral part of

communities we serve, delivering superior serviceur customers and caring about our customersssutiates. If our reputation is negatr
affected, by the actions of our employees or otiswour business and, therefore, our operatingtsamay be materially adversely affected.
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We may not be able to execute our management teangsowth strategy.

As part of our management teangrowth strategy, we pursue a business plan fdcasehe development and growth of our franchisedi
existing market and surrounding areas. In additiopursuing organic growth, a significant elemehbwr management teamstrategy will b
to acquire other branches, whole financial instng or related lines of business. We intend tovalst seek potential acquisition opportunit
There are numerous risks that may make it diffitaltus to execute this growth strategy and we otiaesure you that we will be successfi
executing any part of our management teasttategy or that we will be able to maintain bistorical rate of growth. Challenges we will f
include obtaining regulatory approvals with respgecacquisitions, assuring that we will not becosubject to regulatory actions in the ful
that could restrict our growth, identifying apprigpe targets for acquisitions, negotiating acqiasg on terms that are acceptable to us
encountering competition for acquisitions from figal institutions and other entities with simikausiness strategies that have greater fine
resources, relevant experience and more persohaelus. Accordingly, there can be no assurancewbatill be successful in completi
future acquisitions at all or on terms that areeptable to us. Our ability to grow will be limitelwe are unable to successfully m
acquisitions in the future.

Some institutions we may acquire may have distresse@ssets and there can be no assurance that we wbbk able to realize the value w
predict from these assets or that we would make didient provision for future losses in the value gfor accurately estimate the futur
write-downs taken in respect of, these assets.

The decline in home prices in many markets acrossunited States and weakening general economidittmms may result in increases
delinquencies and losses in the loan portfolios athér assets of financial institutions that we raaguire in amounts that exceed our in
forecasts developed during the due diligence ingason prior to acquiring those institutions. Iddition, the allowance for loan losses
institutions we may acquire may prove inadequatbeonegatively affected, and asset values may paiied, in the future due to factors
cannot predict, including significant deteriorationeconomic conditions and further declines inatefal values and credit quality indicat:
Any of these events could adversely affect thenfoia condition, liquidity, capital position andlua of any institutions that we acquire an
the Bank as a whole.

We may not be able to overcome the integration andther risks associated with acquisitions, which cdd adversely affect our growtt
and profitability.

We may from time to time consider acquisition oppoities that we believe complement our activitéesl have the ability to enhance
profitability. In addition to the Wilton Bank andu@hnipiac transactions completed in 2013 and 20L# acquisition activities could be mate
to our business and involve a number of risks pidiclg the following:

e incurring time and expense associated with ideintifyand evaluating potential acquisitions and niegjag potential transactior
resulting in our attention being diverted from tiperation of our existing busine:

e using inaccurate estimates and judgments to ewaltradit, operations, management and market ristks respect to the targ
institution or asset:
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e intense competition from other banking organizatiand other inquirers for acquisitiol

e potential exposure to unknown or contingent lidied of banks and businesses we acq

e the time and expense required to integrate theatipes and personnel of the combined busine:
e experiencing higher operating expenses relativeprating income from the new operatic

e creating an adverse sh-term effect on our results of operatio

e losing key employees and customers as a resutt atquisition that is poorly receive

e significant problems relating to the conversiortha financial and customer data of the en

e inconsistencies in standards, controls, procedarek policies that adversely affect our ability t@intain relationships wi
clients, customers, depositors and employees achi@ve the anticipated benefits of the acquisit

e diversion of our managem¢'s attention and resource
e integration of acquired customers into our finahaied customer product systems;
e risks of impairment to goodwill or other than temgmy impairment

Depending on the condition of any institution osets or liabilities that we may acquire, that asijigin may, at least in the near term, adve!
affect our capital and earnings and, if not sudodlgsntegrated with our organization, may continto have such effects over a longer pe
We may not be successful in overcoming these dslksy other problems encountered in connectioh péinding or potential acquisitions, i
any acquisition we may consider will be subjecptior regulatory approval. Our inability to overcerthese risks could have an adverse ¢
on our profitability, return on equity and return assets, our ability to implement our businessteyy and enhance shareholder value, w
in turn, could have a material adverse effect onbasiness, financial condition, results of openagi and prospects. Further, if we experi
difficulties with the integration process, the aigiated benefits of the investment or acquisitimmsaction may not be realized fully or at a
may take longer to realize than expected. For m&awe do not yet know the full impact of our saations with the Wilton Bank a
Quinnipiac Bank and Trust Company.

As a result of an investment or acquisition transaion, we may be required to take write-downs or wrtie-offs, restructuring and
impairment or other charges that could have a sigficant negative effect on our financial condition ad results of operations, whicl
could cause you to lose some or all of your invesémt.

We must conduct due diligence investigations ofearinstitutions we intend to acquire. Intensivee diiligence is time consuming ¢
expensive due to the operations, accounting, fimaar@ legal professionals who must be involvechan due diligence process. Even if
conduct extensive due diligence on a target ingtituvith which we combine, this diligence may meveal all material issues that may affe
particular target institution, and factors outsttle control of the target institution and outsideoar control may later arise. If, during «
diligence process, we fail tadentify issues specific to a target institutiantioe environment in which the target institutiqggecates, we may
forced to later write down or write off assets,tmesture our operations, or incur impairment orestbharges that could result in our repol
losses. These charges may also occur if we arsungessful in integrating and managing the operatad the target institution with which
combine. In addition, charges of this nature mayseaus to violate net worth or other covenants liickvwe may be subject as a resu
assuming preexisting debt held by a target ingtitubr by virtue of our obtaining debt financing.
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Resources could be expended in considering or evating potential acquisitions that are not consummagd, which could materially anc
adversely affect subsequent attempts to locate artquire or merge with another business.

We anticipate that the process of identifying amebstigating institutions for potential acquisitioand the negotiation, drafting and exect
of relevant agreements, disclosure documents drat atstruments will require substantial managentierg and attention and substantial ¢
for accountants, attorneys and others. If a datiganade not to complete a specific acquisitiamgaction, the costs incurred up to that |
for the proposed transaction likely would not beonerable. Furthermore, even if an agreement ishesh relating to a specific tar
institution, we may fail to consummate the tranisexctor any number of reasons, including those beyaur control. Any such event will res
in a loss to us of the related costs incurred, Wwitisuld materially and adversely affect subsega&rmpts to locate and acquire or merge
another institution.

Our lending limit may restrict our growth and prevent us from effectively implementing our business sategy.

We are limited in the amount we can loan to a sirfgrrower by the amount of our capital. Under Gamicut banking law, the total direct
indirect liabilities of any one obligor that aretriolly secured, however incurred, to any Connettlzank, exclusive of such baskinvestmer
in the investment securities of such obligor, shall exceed at the time incurred 15% of the eqafyital and reserves for loan and lease I¢
of such bank. The total direct or indirect lialig of any one obligor that are fully secured, hesveincurred, to any Connecticut ba
exclusive of such ban&’investment in the investment securities of sualgor, shall not exceed at the time incurred 10Rhe equity capit:
and reserves for loan and lease losses of such pemkided this limitation shall be separate frond @ addition to the limitation on liabiliti
that are not fully secured. We have also estaldisreinformal, internal lending limit of $25MM tane borrower/relationship subject to
statutory maximum of 15% of our unimpaired capéatl reserves for loan loss and up to 50% for corialereal estatsecured loans. Bas
upon our current capital levels and our informafeinal limit on loans, the amount we may lend hotthe aggregate and to any one borrc
is significantly less than that of many of our catifors and may discourage potential borrowers tdnge credit needs in excess of our len
limit from doing business with us. We accommodatgér loans by selling participations in those ®#mother financial institutions, but t
strategy may not always be available. If we areblma@o compete effectively for loans from our targastomers, we may not be able
effectively implement our business strategy, wtdohld have a material adverse effect on our busjriEgncial condition, results of operati
and future prospects.

Regulatory changes allowing the payment of interesbn commercial accounts may negatively affect oureposits and our net interes
income.

Our noninterest-bearing commercial accounts lowercost of funds. One of the changes imposed byDdudFrank Act permits the payme
of interest on such accounts, which was previopsthibited. If we determine to make available iagtbearing commercial accounts, this
increase our interest expense and our cost of fandsas a result, decrease our net interest inedrigh would adversely impact our result:
operations.
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We are dependent on our executive management teamdaother key employees and we could be adverselyfedted by the unexpecte
loss of their services.

We are led by an experienced core management té#insubstantial experience in the market that weeseand our operating strategy foct
on providing products and services through lt&gr relationship managers. Accordingly, our sus@Epends in large part on the perform
of our key personnel, as well as on our abilityattvact, motivate and retain highly qualified serand middle management. Competition
employees is intense, and the process of locatiygplersonnel with the combination of skills andilatites required to execute our busi
plan may be lengthy. In particular, we believe thetaining the services and skills of our managénteam, including Mr. Gruseke, N
DeWyngaert, Ms. Brathwaite and Mr. Verrico is imiamit to our success. The unexpected loss of sereicany of these or other key persol
could have an adverse impact on us because ofdgkiég, knowledge of our market, years of industgperience and the difficulty of promg
finding qualified replacement personnel. If thevemas of any of our key personnel should becomevaitable for any reason, we may not
able to identify and hire qualified persons on teracceptable to us, which could cause a materiadrad effect on our business, finan
condition, results of operations and prospects.

The fair value of our investment securities can flotuate due to factors outside of our control.

As of December 31, 2014, the fair value of our stweent securities portfolio was approximately $7&iBion. Factors beyond our control ¢
significantly influence the fair value of securgié our portfolio and can cause potential adversenges to the fair value of these secur
These factors include, but are not limited to,n@tagency actions in respect of the securitiesaudiesf by the issuer or with respect to
underlying securities, and changes in market ister@es and continued instability in the capitalrkets. Any of these factors, among ott
could cause other-thaemporary impairments and realized and/or unredlipsses in future periods and declines in othengrehensiv
income, which could materially and adversely affeat business, results of operations, financialdd@mn and prospects. The process
determining whether impairment of a security isevtthantemporary usually requires complex, subjective judgts about the future financ
performance and liquidity of the issuer and anyatetal underlying the security in order to assbgsprobability of receiving all contracti
principal and interest payments on the security.

We may be required to repurchase mortgage loans oindemnify buyers against losses in some circumsta@s, which could harn
liquidity, results of operations and financial condtion.

When mortgage loans are sold, whether as wholesloapursuant to a securitization, we are requioechake customary representations
warranties to purchasers, guarantors and insureisiding governmengponsored entities, about the mortgage loans andndnner in whic
they were originated. Whole loan sale agreememfsire us to repurchase or substitute mortgage Jaanisdemnify buyers against losses
the event we breach these representations or wvigsatn addition, we may be required to repurchasetgage loans as a result of e
payment default of the borrower on a mortgage I¢farepurchase and indemnity demands increase acid demands are valid claims and
in excess of our provision for potential losses, lmuidity, results of operations and financiahdition may be adversely affected.
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Our financial results depend on management’s seléon of accounting methods and certain assumptionsnd estimates.

Our financial condition and results of operations bBased on our consolidated financial statemeviigch have been prepared in accord:
with Accounting Principles Generally Accepted ie ttnited States, or GAAP, and with general prastigithin the financial services indus!
The preparation of financial statements in conftynwith GAAP requires us to make estimates and rapsions that affect the repor
amounts of certain assets and liabilities, disclo®i contingent assets and liabilities and thereg amount of related revenues and expe
Certain accounting policies inherently are baseal goeater extent on estimates, assumptions agdjeitkts of management and, as such, h
greater possibility of producing results that conédmaterially different than originally reportéhey require management to make subje
or complex judgments, estimates or assumptions, clrahges in those estimates or assumptions cowld &asignificant impact on c
consolidated financial statements. These criticgoanting policies include the fair value of acegdirassets, the allowance for loan los
stockbased compensation and derivative instrument ialuaBecause of the uncertainty of estimates inrv@lin these matters, we may
required to significantly increase the allowanceléan losses or sustain loan losses that arefiignily higher than the reserve providec
otherwise incur charges that could have a matadeaérse effect on our business, financial condjtiesults of operations and future prospects

We may be adversely affected by the soundness ohet financial institutions.

Our ability to engage in routine funding transaasicould be adversely affected by the actions amdneercial soundness of other finan
institutions. Financial services companies areriatated as a result of trading, clearing, courgdyp and other relationships. We have expc
to different industries and counterparties, anadugh transactions with counterparties in the fim@nservices industry, including broker-
dealers, commercial banks, investment banks, amer dinancial intermediaries. Further, our privAenking channel relies on relationst
with a number of other financi@stitutions for referrals. As a result, declinasthe financial condition of, or even rumors or sfigns abou
one or more financial institutions, financial sewvicompanies or the financial services industryegaly, may lead to marketide liquidity,
asset quality or other problems and could lead$eds or defaults by us or by other institutiod®esE problems, losses or defaults could h
material adverse effect on our business, finaraatition, results of operations and future prospec

We rely on third parties to provide key componentf our business infrastructure, and failure of thee parties to perform for any reasoi
could disrupt our operations.

Our business depends on the successful and unipted functioning of our information technology aetecommunications systems and thirc
party servicers. The failure of these systemshertermination of a thirgharty software license or service agreement on hvhity of thes
systems is based, could interrupt our operatioesaBse our information technology and telecommtioica systems interface with and deg
on third-party systems, we could experience serdieials if demand for such services exceeds cgpacisuch thirdearty systems fail
experience interruptions. If significant, sustainedrepeated, a system failure or service denialldcaompromise our ability to oper.
effectively, damage our reputation, result in aslo§ customer business, and subject us to additregalatory scrutiny and possible finan
liability, any of which could have a material adseieffect on our business, financial conditionyltssof operations and prospects.
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We face various technological risks that could adveely affect our business.

We rely on communication and information systemsdoduct business. Potential failures, interruggion breaches in system security ci
result in disruptions or failures in our key systerauch as general ledger, deposit or loan systéhesrisk of electronic fraudulent activ
within the financial services industry, especialtythe commercial banking sector due to cyber erats targeting bank accounts and ¢
customer information is on the rise. We have dgadopolicies and procedures aimed at preventing lamiting the effect of failure
interruption or security breaches, including cybttecks of information systems; however, therelmamo assurance that these incidence:
not occur, or if they do occur, that they will bppaopriately addressed. The occurrence of anyr&sluinterruptions or security breacl
including cyberattacks of our information systems could damagereputation, result in the loss of business, suhjsdo increased regulat
scrutiny or subject us to civil litigation and pitde financial liability, any of which could havernadverse effect on our results of operatior
financial condition.

We are subject to losses due to fraudulent and negént acts on the part of loan applicants, our borowers, other vendors and our
employees.

When we originate mortgage loans, we rely heavilgruinformation supplied by third parties, incluglithe information contained in the Ic
application, property appraisal, title informatiand employment and income documentation. If anyhif information is intentionally
negligently misrepresented and such misrepresenteginot detected prior to loan funding, the valfithe loan may be significantly lower tf
expected. Whether a misrepresentation is made dojyon applicant, the borrower, another third partyne of our employees, we genet
bear the risk of loss associated with the misrepmdion. A loan subject to a material misrepregion is typically unsaleable or subjec
repurchase if it is sold prior to detection of thesrepresentation, and the persons and entitiedviedt are often difficult to locate and it is of
difficult to collect any monetary losses that wevénassuffered from them. We have controls and praestesigned to help us iden
misrepresented information in our loan originatioperations. We cannot assure you, however, thahawe detected or will detect
misrepresented information in our loan originations

Unauthorized access, cyber-crime and other threat® data security may require significant resourcesharm our reputation, and
adversely affect our business.

We necessarily collect, use and hold personal ar@hdial information concerning individuals and ime@sses with which we have a banl
relationship. Threats to data security, includimguthorized access, and cylagtacks, rapidly emerge and change, exposing aslditiona
costs for protection or remediation and competimg tconstraints to secure our data in accordantdecustomer expectations and statutory
regulatory privacy and other requirements. It fficlilt or impossible to defend against every rising posed by changing technologies, as
as criminal intent on committing cyber-crime. Iraseng sophistication of cyberiminals and terrorists make keeping up with néveat:
difficult and could result in a breach. Controlsgayed by our information technology department and other employees and vendors ¢
prove inadequate. We could also experience a bréaeho intentional or negligent conduct on the pAemployees or other internal sour
software bugs or other technical malfunctions,theocauses. As a result of any of these threats;ustomer accounts may become vulne
to account takeover schemes or cyber-fraud. Oulesyss and those of our thighrty vendors may also become vulnerable to danoz
disruption due to circumstances beyond our or tbeirtrol, such as from catastrophic events, powenslies or outages, natural disas
network failures, and viruses and malware.
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A breach of our security that results in unautheiaccess to our data could expose us to a disrupti challenges relating to our di
operations as well as to data loss, litigation, @iges, fines angdenalties, significant increases in compliances;agtd reputational damage,
of which could have a material adverse effect onbausiness, results of operations, financial camdliand future prospects.

We are subject to environmental liability risk assaiated with our lending activities.

In the course of our business, we may purchaseestaie, or we may foreclose on and take title#b estate. As a result, we could be subje
environmental liabilities with respect to thesepedies. We may be held liable to a governmentaiyeor to third parties for property dama
personal injury, investigation and cleap-costs incurred by these parties in connectidh aivironmental contamination or may be requia
investigate or clean up hazardous or toxic subs&c chemical releases at a property. The costxiased with investigation or remedial
activities could be substantial. In addition, if ewe the owner or former owner of a contaminatta] sie may be subject to common law cle
by third parties based on damages and costs mguitom environmental contamination emanating frirve property. Any significa
environmental liabilities could cause a materialeade effect on our business, financial conditiesults of operations and future prospects.

Risks Applicable to the Regulation of our Industry

We operate in a highly regulated environment, whichcould have a material and adverse impact on our @pations and activities
financial condition, results of operations, growthplans and future prospects.

Banking is highly regulated under federal and dtate We are subject to extensive regulation anméstision that governs almost all aspec
our operations. As a registered bank holding compae are subject to supervision, regulation anah@ration by the Federal Reserve. /
commercial bank chartered under the laws of Coiméctthe Bank is subject to supervision, regulatand examination by the State
Connecticut Department of Banking and the FDIC.

The primary goals of the bank regulatory system tarenaintain a safe and sound banking system arfdcititate the conduct of sou
monetary policy. This system is intended primafdy the protection of the FDIG'Deposit Insurance Fund and bank depositors,irtiiha ou
shareholders and creditors. The banking agencies heoad enforcement power over bank holding corggaand banks, including t
authority, among other things, to enjoin “unsafeuasound”practices, require affirmative action to correcy afiolation or practice, issi
administrative orders that can be judicially enéatcdirect increases in capital, direct the salgubfidiaries or other assets, limit dividends
distributions, restrict growth, assess civil mongtaenalties, remove officers and directors, anith wespect to banks, terminate our cha
terminate our deposit insurance or place the Battkdgonservatorship or receivership. In generals¢henforcement actions may be initiate
violations of laws and regulations or unsafe oroumsl practices.

Compliance with the myriad laws and regulationsliapple to our organization can be difficult andsttg. In addition, these laws, regulati
and policies are subject to continual review byegamental authorities, and changes to these lagsjations and policies, including char
in interpretation or implementation of these lawegulations and policies, could affect us in suttséh and unpredictable ways and o
impose additional compliance costs. Further, any lavs, rules and regulations, such as the Deidahk Act, could make compliance m
difficult or expensive. All of these laws and regfibns, and the supervisory framework applicableunindustry, could have a material adv
impact on our operations and activities, financidition, results of operations, growth plans aurdre prospects.
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Federal and state regulators periodically examinewr business and we may be required to remediate advse examination findings.

The Federal Reserve, the FDIC and the ConnectiepPment of Banking periodically examine our bass) including our compliance w
laws and regulations. If, as a result of an exatiinaa regulatory agency were to determine thaffioancial condition, capital resources, a
quality, earnings prospects, management, liquidityother aspects of any of our operations had beconsatisfactory, or that we were
violation of any law or regulation, it may take annber of different remedial actions as it deemg@mpate. These actions include the pow:
enjoin “unsafe or unsoungractices, to require affirmative action to corrany conditions resulting from any violation or gliee, to issue ¢
administrative order that can be judicially enfatct direct an increase in our capital, to reswior growth, to assess civil monetary pene
against our officers or directors, to remove officand directors and, if it is concluded that sochditions cannot be corrected or there i
imminent risk of loss to depositors, to terminate deposit insurance and place us into receivershippnservatorship. Any regulatory aci
against us could have a material adverse effecuotusiness, results of operations, financial @mrdand future prospects.

The Bank’s FDIC deposit insurance premiums and assements may increase.

The deposits of the Bank are insured by the FDIGaufegal limits and, consequently, subject it he payment of FDIC deposit insura
assessments. The Baskegular assessments are determined by its askification, which is based on its regulatory tpévels and the lev
of supervisory concern that it poses. The Depositiflance Fund has been put under significant pressua result of the financial crisis 1
began in 2008. The FDIC increased deposit insurarssessment rates and charged a special assegsmahtFDICinsured financie
institutions, in order to maintain a strong fundipgsition and restore the reserve ratios of theoBg¢gnsurance Fund. Any future spe
assessments, increases in assessment rates oedepgrépayments in FDIC insurance premiums coutllicde our profitability or limit ot
ability to pursue certain business opportunitiefjclv could materially and adversely affect our hass, financial condition, results
operations and prospects.

New capital rules that were recently issued geneiglrequire insured depository institutions and ther holding companies to hold mort
capital. The impact of the new rules on our finandl condition and operations is uncertain but couldbe materially adverse.

On July 2, 2013, the Federal Reserve adopted brfiteafor the Basel Il capital framework and, dunly 9, 2013, the OCC also adopted a-
rule and the FDIC adopted the same provisionseérfahm of an “interim final rule”. These rules stdrgtially amend the regulatory ridlase:
capital rules applicable to us. The rules phaseviertime beginning in 2015 and will become fulljeetive in 2019. The rules apply to
Company as well as the Bank. See “Supervision agliRRtion” under Item | Business for further detail

The federal banking agencies have proposed new limlity standards that could result in our having tolengthen the term of our funding
restructure our business lines by forcing us to s&enew sources of liquidity for them, and/or increas our holdings of liquid assets.

As part of the Basel Il capital process, the B&&ainmittee on Banking Supervision has finalizedw fiquidity standard, a liquidity covere
ratio, which requires a banking organization todhalfficient “high quality liquid assetdd meet liquidity needs for a 30 calendar day liify
stress scenario. A net stable funding ratio, winghoses a similar requirement over a geer period, is under consideration. The U.S. ba
regulators have proposed a liquidity coverage raticcystemically important banks. Although the gmeal would not apply directly to us,
substance of the proposal may inform the regulamssessment of our liquidity. We could be requirecetduce our holdings of illiquid ass:
which may adversely affect our results and findnmadition.
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The Bank may become subject to further reporting rguirements under FDIC regulations.

We are subject to further reporting requirementsdeurthe rules of the FDIC for the year ended Dean3d, 2015 as the Barkiotal asse
exceeded $1.0 billion, including a requirementfeanagement to prepare a report that contains @ssment by management of the Bank’
effectiveness of internal control structure andcprures for financial reporting as of the end afhsfiscal year. In addition, we will be requi

to obtain an independent public accountamtftestation report concerning its internal cdngtoucture over financial reporting. The rules
management to assess the Banikiternal controls over financial reporting arangdex, and require significant documentation, tegtanc
possible remediation. The effort to comply with ukgory requirements relating to internal contraldl likely cause us to incur increas
expenses and will cause a diversion of managesénie and other internal resources. If the Bamnoafavorably assess the effectivene:
its internal controls over financial reporting,ibits independent registered public accountinghfis unable to provide an unqualified atteste
report on the Bank'internal controls, the price of our common staskwvell as investor confidence could be adversédcted and we may |
subject to additional regulatory scrutiny.

We are subject to numerous laws designed to protecbnsumers, including the Community Reinvestment Acor CRA, and fair lending
laws, and failure to comply with these laws coulddad to a wide variety of sanctions.

Various laws impose nondiscriminatory lending regmients on financial institutions, including the AiRhe Equal Credit Opportunity Act a
the Fair Housing Act. A successful regulatory ofradie to an institutios’ performance under the CRA or fair lending lawd eggulation
could result in a wide variety of sanctions, inéhgd damages and civil money penalties, injunctieief, restrictions on mergers ¢
acquisitions activity, restrictions on expansiond aestrictions on entering new business linesvaei parties may also have the abilit
challenge an institutios’performance under fair lending laws in privatesslaction litigation. Such actions could have tena adverse effe
on our business, financial condition, results ofragions and prospects.

We face a risk of noncompliance and enforcement dot with the Bank Secrecy Act and other anti-moneyaundering statutes and
regulations.

Financial institutions are required to institutelanaintain an effective antihroney laundering program and file suspicious atgtiand currenc
transaction reports as appropriate under The BatkeSy Act, The USA PATRIOT ACT of 2001 and certaimer laws and regulatiol
Significant civil penalties can be assessed byr&tyaof regulators and governmental agencies folations of these laws and regulation:
our policies, procedures and systems are deemézietef we would be subject to liability, includifipes and regulatory actions, which r
include restrictions on our ability to pay dividendnd the necessity to obtain regulatory approi@lgroceed with certain aspects of
business plan, including our acquisition planslufaito maintain and implement adequate progrant®tobat money laundering and terrc
financing could also have serious reputational equsnces for us. Any of these results could mdlie@ad adversely affect our busine
financial condition, results of operations and pegs.
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Item 1B. Unresolved Staff Comments
None.

Item 2. Properties

The Banks main office is located at 208 EIm Street in Nean&an, Connecticut. The property is leased by tis2016, with three remainir
five-year renewal options. In July 2012, we leased &idit space adjacent to 208 Elm Street at 220 BheeSprimarily for our executi
management offices. The initial term expires in&04ith one five-year renewal option.

We also lease office space for each of our brarffibes in New Canaan, Stamford, Fairfield and Naraven Connecticut, and our Ic
production office in Bridgeport. The leases for dacilities have terms expiring at dates rangirmrfr2015 to 2028, although certain of
leases contain options to extend beyond these.dateown the Wilton and Hamden branch offices. Whelwe that our current facilities
adequate for our current level of operations. Haelse is at market rate based on similar propeni¢ise applicable market area. We bel
that we have the necessary infrastructure in glasepport our projected growth.

Item 3. Legal Proceedings

From time to time we are a party to various litigatmatters incidental to the conduct of our businéVe are not presently party to any |
proceedings the resolution of which we believe wolidve a material adverse effect on our businessref prospects, financial conditi
liquidity, results of operation, cash flows or daplevels.

Item 4. Mine Safety Disclosures
Not applicable.

PART Il
Item 5. Market for Registrant’'s Common Equity, RethShareholder Matters and Issuer Purchases dfyERgcurities

The Company’s Common Stock has traded on the NASA@pal Market under the Symbol “BWFGfnce the completion of its initial pub
offering on May 15, 2014.

Prior to the initial public offering, our commorosk was quoted on the OTC Bulletin Board, or OTCBBder the symbol “BWFGHigh anc

low bid prices reported on the OTCBB reflect intiraler quotations without retail markup, markdowr@mmissions, and may not necess
represent actual transactions.
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The following table sets forth the high and lowesaprice and the dividends per share of the Conipa@gmmon Stock for the last two fis
years for each quarter as reported on the NASLGlobal Market subsequent to the initial public offg and on the OTCBB based uj
information provided by OTCBBB or other reliableusces prior to the initial public offering.

December 31, 201 December 31, 201
Cash Cash

Sales Prict Dividends Sales Prict Dividends

Quarter Ended High Low Declared High Low Declared
March 31 $ 2200 $ 18.8(C $ - $ 2200 % 13.5C $ -
June 3( 17.4(C 16.5¢ - 23.0(¢ 20.0(¢ -
September 3 18.9¢ 18.7¢ - 23.0(¢ 19.0C -
December 3: 21.0C 20.6( - 22.0C 19.0C -

There were approximately 341 shareholders of recblWFG Common Stock as of December 31, 2014. fbimber does not reflect
number of persons or entities holding stock in m@einame through banks, brokerage firms or othmimees.

The Companys shareholders are entitled to dividends when fadddlared by the board of directors, out of futetglly available. The abili
of the Company to pay dividends depends, in parthe ability of the Bank to pay dividends to then@pany. In accordance with Connect
statutes, regulatory approval is required for tlmiBto pay dividends in excess of the Banjirofits retained in the current year plus retd
profits from the previous two years. The Bank isoaprohibited from paying dividends that would reeluts capital ratios below minimt
regulatory requirements. The payment of dividesdsubject to additional restrictions in connectigth the SBLF preferred stock.

Common Stock Performance Graph

The performance graph below compares the Compamwhulative shareholder return on its common ssiroée May 15, 2014, the IPO dat:
the cumulative return of the NASDAQ Composite Indexd the NASDAQ Bank Index. Cumulative return asssirthe reinvestment
dividends, and is expressed in dollars based @ssammed investment of $100.

There can be no assurance that our stock perfoeriartbe future will continue with the same or danirend depicted in the graph below.

will not make or endorse any predictions as torfitock performance.
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Bankwell Financial Group, Inc.

Total Return Performance
120,00 T
11500
11000 T
% == Rankwell Financial Group, Inc.
-EI‘ 100 3 =il asdng Composite Index
E =—dr—"Tlnsdng Bank lndex
1 (b ey
9500
G0, C0 . :
05/15/14 06/30/14 0930/14 12/31/14
Index 05/15/1« 06/30/1« 09/30/1: 12/31/1:
Bankwell Financial Group, In 100.0( 94.4¢ 105.3¢ 116.67
Nasdaq Composite Indt 100.0( 108.3: 110.4: 116.3¢
Nasdaq Bank Inde 100.0( 107.0: 101.9: 109.8¢

In accordance with the rules of the SEC, this seataptioned “Common Stock Performance Graphgll not be incorporated by reference
any of our future filings made under the Securikgshange Act of 1934 or the Securities Act of 19838 Common Stock Performance Gri
including its accompanying table and footnotes)ds deemed to be soliciting material or to be filedler the Exchange Act or the Secur
Act.

Item 6. Selected Financial Data

The following table sets forth selected consolidafi@ancial data as of the dates and for the periogesented. The selected consolic
statement of financial condition data as of Decanfdg 2014 and 2013 and the selected consoliddtéensent of income data for the ye
ended December 31, 2014, 2013 and 2012 have begadimainly from our audited consolidated finahsi@mtements and related notes tha
have included elsewhere in this Annual Report. 3élected consolidated statement of financial candilata as of December 31, 2012, Z
and 2010 and the selected consolidated stateméntaie data for the years ended December 31, 28d12010 have been derived ma
from audited consolidated financial statements d@inatnot presented in this Annual Report.

The selected historical consolidated financial deteof any date and for any period are not nedgssadicative of the results that may
achieved as of any future date or for any futungéople You should read the following selected stai#d and financial data in conjunction w
the more detailed information contained in “Managetis Discussion and Analysis of Financial Conditand Results of Operationahd ou
consolidated financial statements and the relateéelsrthat we have presented elsewhere in this Afegort.
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(Dollarsin thousands, except per share data)
Statements of Incom

Interest incom

Interest expense

Net interest incom

Provision for loan losses

Net interest income after provision for loan los
Noninterest incom

Noninterest expens

Income before income te

Income tax expense

Net income

Net income attributable to common sharehol
Per Share Data:

Basic earnings per she

Diluted earnings per sha

Book value per share (end of period)

Tangible book value per share (end of period) §a

Shares outstanding (end of period)
Weighted average shares outstanc- basic
Weighted average shares outstanc- diluted
Performance Ratios:

Return on average assets

Return on average common sharehol equity
Return on average sharehol¢ equity (c)
Average shareholde equity to average asse
Net interest margi

Efficiency ratio (b)

Asset Quality Ratios:

Total past due loans to total loans
Nonperforming loans to total loans |
Nonperforming assets to total assets

Allowance for loan losses to nonperforming lo

Allowance for loan losses to total loans
Net (recoveries) char-off’s to average loans (
Statements of Financial Condition:
Total asset
Gross portfolio loans (c
Investment securitie
Deposits
Borrowings
Total equity
Capital Ratios:
Tier 1 capital to average assets
Bankwell Bank
The Bank of New Canaz
The Bank of Fairfielc
Tier 1 capital to ris-weighted assets (
Bankwell Bank
The Bank of New Canas
The Bank of Fairfielc
Total capital to ris-weighted assets (
Bankwell Bank
The Bank of New Canaz
The Bank of Fairfielc
Total shareholde’ equity to total asse
Tangible common equity ratio (|

At or For the Years Ended December 31

(a) Excludes preferred stock and unvested restricteak stwards

(b) This measure is not a measure recognized UBAAP and is therefore considered to be a non-GAiABmtial measure. See “NdBAAP
Financial M easur(’ for a description of this measure and a reconimliadf this measure to its most directly compardbfeAP measure

(c) Calculated based on net income before preferrexk stividends

2014 2013 2012 2011 2010

$  35,58¢ $ 2809 $ 24397 $ 2058 $ 16,87:
3,92¢ 2,76¢ 3,192 2,87( 3,20¢
31,66( 25,32% 21,20¢ 17,71 13,66¢
2,152 58¢ 1,821 1,04¢ 1,317
29,50¢ 24,74 19,38¢ 16,66¢ 12,357
3,041 4,72 34¢ 1,13¢ 1,69t
25,81: 22,12( 17,85¢ 14,60: 13,33
6,731 7,34¢ 1,871 3,201 721
2,16¢ 2,18¢ 657 997 214
4,56¢ 5,161 1,214 2,20¢ 507
$ 4,45¢ $ 505( $ 1,08 $ 1,99¢ $ 24¢€
$ 0.7¢ $ 14¢ $ 03¢ % 07z % 0.1C
0.7¢ 1.44 0.3¢ 0.71 0.0¢
16.8¢ 15.5¢ 14.5( 13.8¢ 12.81]
16.3¢ 15.4¢ 14.5( 13.8¢ 12.81
7,019,62i 3,754,25! 2,797,201 2,758,201 2,756,201
5,577,94. 3,395,77! 2,767,85! 2,757,001 2,531,001
5,605,51. 3,451,39 2,864,701 2,811,001 2,588,001

0.52% 0.771% 0.22% 0.5(% 0.14%

5.1%% 9.6&% 2.7% 6.7(% 0.75%

4.6€% 8.1% 2.4% 5.05% 1.3%%

11.1%% 9.32% 9.3%% 10.01% 10.3%

3.84% 3.9%% 4.11% 4.21% 4.12%

69.0%% 75.7% 82.7¢% 78.5(% 84.9%%

0.8€% 0.73% 0.7%% 1.01% 0.7¢%

0.3€% 0.16% 0.7%% 1.01% 0.7¢%

0.3<% 0.28% 0.81% 0.7¢% 0.57%

323.09 835.6%% 200.84% 171.8&% 239.2%

1.17% 1.3% 1.5(% 1.7&% 1.87%

(0.05) % 0.0z% 0.07% 0.02% 0.0%
$ 1,099,53. $ 779,61t $ 610,01¢ $ 477,35% $ 395,70¢
929,76: 632,01: 530,05( 369,29: 288,42!
76,46 42,41 46,41 94,97 58,15
835,43¢ 661,54! 462,08: 367,11! 309,13
129,00( 44,00( 91,00( 58,00( 44,00(
129,21( 69,48¢ 51,53¢ 49,18¢ 40,35¢

11.12% 7.91% -% -% -%

-% -% 7.88% 8.71% 8.15%

-% -% 8.3%% 11.3(% 13.2t%

12.4% 9.4% -% -% -%

-% -% 9.0% 11.0% 11.8%

-% -% 10.8(% 13.6% 16.41%

13.55% 10.7%% -% -% -%

-% -% 10.3% 12.32% 13.12%

-% -% 12.05% 14.91% 17.1(%

11.7%% 8.91% 8.4t% 10.3(% 10.2(%

10.4% 7.4% 6.65% 8.0(% 8.9%%



(d) Calculated using the principal amounts outstandm¢pans
(e) Nonperforming assets consist of nonperforming |lcams other real estate own
() Represents bank ratios. During 2013, The Bank of Banaan and The Bank of Fairfield were merged Baokwell Bank
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NON-GAAP FINANCIAL MEASURES

We identify “efficiency ratio”, “tangible common ady ratio”, “tangible book value per share” anatal revenue” as “noGAAP financia
measures.” In accordance with the SEC’s rules, lagsify a financial measure as being a @®AP financial measure if that financial meas
excludes or includes amounts, or is subject tostdjants that have the effect of excluding or initigcamounts, that are included or exclu
as the case may be, in the most directly comparatglasure calculated and presented in accordantegsiterally accepted accouni
principles as in effect from time to time in theitéd States in our statements of income, balaneetsir statements of cash flows. NGAAP
financial measures do not include operating an@rosfiatistical measures or ratios or statisticahsnees calculated using exclusively ei
financial measures calculated in accordance wittABAoperating measures or other measures thatoareomGAAP financial measures
both.

The nonGAAP financial measures that we discuss in thisuahmeport should not be considered in isolatiora®ra substitute for the m
directly comparable or other financial measuresudated in accordance with GAAP. Moreover, the neainn which we calculate the non-
GAAP financial measures that we discuss in thisuahreport may differ from that of other companieporting measures with similar nan
You should understand how such other banking orgdioins calculate their financial measures similawith names similar to the ndBAAP
financial measures we have discussed in this anmepalt when comparing such non-GAAP financial meas.

Efficiency ratio is defined as ndnterest expenses, less merger and acquisitiotedexpenses and other real estate owned expeligeec
by our operating revenue, which is equal to netriggt income plus nainterest income excluding gains and losses on sdilsscurities, gair
and losses on other real estate owned and gaiargaib purchase. In our judgment, the adjustmeiidento operating revenue allow inves
and analysts to better assess our operating exp@nselation to our core operating revenue by nangthe volatility that is associated w
certain one-time items and other discrete itemsateunrelated to our core business.

Tangible common equity is defined as total shamdrsf equity, excluding preferred stock, less goodwilll ather intangible assets. We beli
that this measure is important to many investotiénmarketplace who are interested in changes freniod to period in common shareholders
equity exclusive of changes in intangible assetodwiill, an intangible asset that is recorded puechase business combination, has the «
of increasing both common equity and assets whiténtreasing our tangible common equity or targéddsets.

Tangible common equity ratio is defined as theorafitangible common equity divided by total asdess goodwill and other intangible ass
We believe that this measure is important to mawestors in the marketplace who are interesteélative changes from period to periot
common equity and total assets, each exclusivénafiges in intangible assets. We believe that thet aicectly comparable GAAP financ
measure is total shareholders’ equity to totaltasse

Tangible book value per share is defined as bobalkey&xcluding the impact of goodwill and otheimgible assets, if any, divided by share
our common stock outstanding.

Total revenue is defined as the sum of net inténestme before provision of loan losses and nonéistencome.
The information provided below presents a recoatidin of each of our non-GAAP financial measurethiomost directly comparable GAAP

financial measure.
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Efficiency Ratio

Noninterest expens

Less: foreclosed real estate expetr
Less: merger and acquisition expenses
Adjusted noninterest expense (numera
Net interest incom

Noninterest incom

Less: gains (losses) on sales of secur
Less: gains on sale of foreclosed real e
Less: gain on bargain purchase
Adjusted operating revenue (denominal

Efficiency ratio

Tangible Common Equity and

Tangible Common Equity/Tangible Assets
Total shareholders' equi

Less: preferred stock

Common shareholders' equ
Less: Intangible assets

Tangible Common shareholders' equity
Total asset

Less: Intangible assets

Tangible assets

Tangible common shareholders' equity to tangibkets
Tangible Book Value per Share

Total shareholders' equi

Less: preferred stock

Common shareholders' equ
Less: Intangible assets

Tangible common shareholders' equity
Common shares issur

Less: shares of unvested restricted stock
Common shares outstanding

Book value per shai

Less: effects of intangible assets
Tangible Book Value per Common Share
Total Revenue

Net Interest incom
Add: noninterest income

Total Revenue
Noninterest income as a percentage of total rev

Return on Average Common Shareholders' Equity
Net Income Attributable to Common Shareholc

Total average shareholders' equ
Less: average preferred stock

Average common shareholders' eq!
Return on Average Common Shareholders' Ec
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Years Ended December ¢

2014 2013 2012
2581: $  22,12( $  17,85¢
36 8 9
1,807 90¢ -
2397¢ $  21,20¢ $  17,84¢
3166( $ 2532, $ 21,20¢
3,041 4,72z 34¢
- 64€ (18)
- 64 -
- 1,33¢ -
3470 $ _ 28,00 $  21,56¢
69.0% 75.7% 82.7¢%
12921( $ 6948 $ 51,53
10,98( 10,98( 10,98(
118,23 58,50 40,55
3,437 481 ;
114,790 $ 58,02 $ 40,55
1,09953 $ 77961t $ 610,01
3,437 481 -
1,096,090 §$ 779,13 $ 610,01
10.41% 7.45% 6.65%
129,21( $ 69,48 $ 51,53
10,98( 10,98( 10,98(
118,23 58,50 40,55
3,437 481 -
114,790 $ 58,02 $ 40,55
7,185,48; 3,876,39; 2,846,701
165,86: 122,14 49,50(
7,019,62! 3,754,25. 2,797,201
168, $ 155¢ $§  14.5(
0.4¢ 0.12 -
16.3¢ $ 1546 $  14.5(
3166 $ 25327 $ 21,20t
3,041 4,72" 34¢
34,70 30,05( 21,55(
8.76% 15.72% 1.6(%
445¢  $ 505( $ 1,08
97,92 $  6314: $ 5057
10,98( 10,98( 10,98(
86,94° $  52,16. $ 39,50
5.15% 9.68% 2.75%




Item 7. Management'’s Discussion and Analysis oaRaial Condition and Results of Operations

This section presents managemermierspective on our financial condition and reswdf operations. The following discussion and asig
should be read in conjunction with the consolidafiedncial statements and related notes containledvehere in this annual report. To
extent that this discussion describes prior perfamoe, the descriptions relate only to the periadtetl, which may not be indicative of ful
financial outcomes. In addition to historical infoation, this discussion contains forwr-looking statements that involve risks, uncertaan
and assumptions that could cause results to diffaterially from managemest'expectations. Factors that could cause suchrdiffees ar
discussed in the sections titled “Cautionary Noeg&ding Forward-Looking Statements” and “Risk Farst’. We assume no obligation
update any of these forward-looking statements.

General

Bankwell Financial Group, Inc. is a bank holdingrgmany headquartered in New Canaan, Connecticutough our wholly owned subsidia
Bankwell Bank, or the Bank, we serve small and mmedized businesses and retail customers in greatdrefeh County, Connecticut. W
also serve similar customers in greater New Havaun@/, Connecticut as a result of the merger wittin@ipiac Bank and Trust Company.
have a history of building lontgrm customer relationships and attracting newoensts through what we believe is our strong cust@agvice
and our ability to deliver a diverse product offeyi

The following discussion and analysis presentsresults of operations and financial condition ocoasolidated basis. However, becaus:
conduct all of our material business operationsugh the Bank, the discussion and analysis relatetivities primarily conducted at 1
Bank.

As a bank holding company, we generate most ofreuenue from interest on loans and investmentsfeatiased revenues. Our prim
source of funding for our loans is deposits. Ougéat expenses are interest on these depositsatartes and related employee benefits.
measure our performance primarily through our nedrest margin, efficiency ratio, ratio of allowanfor loan losses to total loans, returr
average assets and return on average equity, aotbeg metrics, while maintaining appropriate retpia leverage and riskased capit.
ratios.

Executive Overview

We are focused on becoming the “Hometown” bankthedanking provider of choice in our highly attree market area, and to serve as a
locally based alternative to our larger competitdige aim to do this through:
e Responsive, customr-centric products and services and a community fc
Strategic acquisition:
Utilization of efficient and scalable infrastruaty
Disciplined focus on risk management; ¢
Organic growth

On November 5, 2013 we completed the merger ofdViBank into Bankwell Bank.

On May 15, 2014, Bankwell Financial Group, Inc.ced 2,702,703 common shares in its IPO at $18.0Glp&re, and on May 15, 20
Bankwell common shares began trading on the NaSt#ack Market. The net proceeds from the IPO wepr@agpmately $44.7 million, afti
deducting the underwriting discount of approximat®R.5 million and approximately $1.3 million of menses. We intend to use the
proceeds for general corporate purposes, whichinwyde maintaining liquidity at the holding compamproviding equity capital to the Ba
to fund balance sheet growth, our working capit#ds, and funding acquisitions of branches, whakmntial institutions and related lines
businesses in or around our existing market théén our objectives.
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On October 1, 2014 we completed the merger of Qpian Bank and Trust Company into Bankwell Bankir@ipiac had one branch loca
in Hamden, Connecticut and a second branch loéatiée neighboring town of North Haven, Connecticut

The primary measures we use to evaluate and manadaancial results are set forth in the tabléohe Although we believe these measi
are meaningful in evaluating our results and fin@nmondition, they may not be directly comparatglesimilar measures used by other finar
services companies and may not provide an appteisis to compare our results or financial cémlito the results or financial condition
our competitors. The following table sets forth #ey financial measures we use to evaluate theesscof our business and our finar
position and operating performance.
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Key Financial Measures (a
At or For the Years Ended December 31

(Dollarsin thousands, except per share data) 2014 2013 2012
Selected balance sheet measure

Total asset $ 109953 $ 779,61t $ 610,01t
Gross portfolio loans (k 929,76: 632,01 530,05(
Deposits 835,43¢ 661,54! 462,08:
Borrowings 129,00( 44,00( 91,00(
Total equity 129,21( 69,48! 51,53¢
Selected statement of income measure

Total revenue (c 34,70 30,05( 21,55(
Net interest income before provision for loan lax 31,66( 25,32 21,20¢
Income before income te 6,73 7,34¢ 1,871
Net income 4,56¢ 5,161 1,21«
Basic earnings per she 0.7¢ 1.4¢ 0.3¢
Diluted earnings per sha 0.7¢ 1.44 0.3¢
Other financial measures and ratios:

Return on average assets 0.52% 0.7%% 0.22%
Return on average common shareholders' e 5.1%% 9.6&% 2.7%
Net interest margi 3.84% 3.94% 4.11%
Efficiency ratio (c) 69.09% 75.7% 82.76%
Tangible book value per share (end of period) &g $ 16.3t $ 15.4¢ $ 14.5(
Net (recoveries) char-off's to average loans ( (0.05% 0.0:% 0.0
Nonperforming assets to total asset:s 0.3%% 0.2:% 0.81%
Allowance for loan losses to nonperforming lo 323.02% 835.6% 200.84%
Allowance for loan losses to total loans 1.17% 1.32% 1.5(%

(&) We have derived the selected balance sheeunsssss of December 31, 2014 and 2013 and thaeegls@tement of income measures for
the years ended December 31, 2014, 2013 and 26d2dur audited consolidated financial statemerdkided elsewhere in this annual
report. We have derived the selected balance shestures as of December 31, 2012 from our auditesblidated statement of financial
condition not included in this annual report. Ayggdalances have been computed using daily aver&yashistorical results may not be
indicative of our results for any future peric

(b) Calculated using the principal amounts outstandim¢pans

(c) This measure is not a measure recognized WAAP and is therefore considered to be a non-GAiA&nitial measure. See "Non-GAAP
Financial Measures" for a description of this measnd a reconciliation of this measure to its ndargtctly comparable GAAP measu

(d) Calculated based on net income before preferrexk stividends

(e) Excludes preferred stock and unvested restricteak stwards

() Nonperforming assets consist of nonperforming e other real estate owni

Quinnipiac Acquisition

On October 1, 2014, the Company acquired all ofdbstanding common shares of Quinnipiac Bank &sTi@ompany (“Quinnipiag”

Quinnipiac had one branch located in Hamden, Cdimgcand a second branch in the neighboring tofvNorth Haven. Both towns are
New Haven County, Connecticut, which representedva market for us
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Quinnipiac shareholders received 510,122 shareh@fCompany common stock and $3.6 million in cask.of September 30, 20:
Quinnipiac had assets with a carrying value of apipnately $117.8 million, including loans outstamgliwith a carrying value of approximat
$97.1 million, as well as deposits with a carrywejue of approximately $100.4 million and a bookueaof $10.1 million. The results
Quinnipiac’s operations are included in the Compargonsolidated Statement of Income from the datcqtiisition. The Company incuri
$1.7 million of merger and acquisition expenseatesl to the Quinnipiac merger for the year endedebwer 31, 2014. As a result of
merger the Company recorded $2.6 million of goodwil

The Wilton Bank Acquisition

On November 5, 2013, we acquired all of the outite;m common shares of The Wilton Bank. The WiltoanB was a state charte
commercial bank located in Wilton, Connecticut, ethoperated as one branch. As a result of theacdiog, The Wilton Bank merged into
Bank. This business combination expanded our poesenFairfield County and enhanced opportunit@sbiusinesses, customer relationsi
employees and the communities we serve.

On the acquisition date, The Wilton Bank had shaldgrs’ equity of $6.3 million, with a book value per share$17.00. As part of tt
acquisition, The Wilton Bank shareholders recei$&8.50 per share resulting in an aggregate deakwafl $5.0 million. In accordance w
applicable accounting guidance, the amount paidallasated to the fair value of the net assets iaeduwith any excess amounts recorde
goodwill. If the fair value of the net assets isafer than the amount paid, the excess amountasded to noninterest income as a gain ol
purchase. We recorded a gain of $1.3 million injeoction with the acquisition, representing the amtothat the net assets exceedec
amount paid. Fair values of certain balance shegis were cash of $35.9 million, loans of $25.1liamland deposits of $64.2 million. T
results of The Wilton Bank’s operations have bemtided in our Consolidated Statement of Incommnftioe acquisition date.

Critical Accounting Policies and Estimates

The discussion and analysis of our results of djgersiand financial condition are based on our cbaated financial statements, which h
been prepared in accordance with GAAP and with géngractices within the financial services indystThe preparation of financ
statements in conformity with GAAP requires us take significant estimates and assumptions thattaffee reported amounts of ass
liabilities, revenues and expenses. Actual reszdtdd differ from our current estimates, as a resfichanging conditions and future eve
The current economic environment has increasedebese of uncertainty inherent in these signifieatimates.

We believe that accounting estimates for the failu® of acquired assets, the allowance for loaselsstockbased compensation ¢
derivative instrument valuation are particularlitical and susceptible to significant near-termreea

Fair Value of Acquired Assets
Loans that the Company acquired in acquisitionsratially recorded at fair value with no carryovef the related allowance for credit los:

Determining the fair value of the loans involvesimating the amount and timing of principal anderstst cash flows initially expected to
collected on the loans and discounting those daslsfat an appropriate market rate of interest.
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For loans which meet the criteria stipulated in dwtting Standards Codification (“ASC”) 310-30L.6ans and Debt Securities Acquired \
Deteriorated Credit Quality’, the Company recognizes an accretable yield, wtéchefined as the excess of all cash flows expeal
acquisition over the initial fair value of the Igas interest income on a lewaéld basis over the expected remaining life ofldan. The exce
of the loan’s contractually required payments aer cash flows expected to bellected is the nonaccretable difference. The oomdabli
difference is not recognized as an adjustment efdyia loss accrual, or a valuation allowance. iAftee initial acquisition, the Compa
continues to evaluate whether the timing and theuanof cash to be collected are reasonably estiin&ubsequent significant increase
cash flows the Company expects to collect willtfireduce previously recognized valuation allowaaed then be reflected prospectively a
increase to the level yield. Subsequent decreasespected cash flows may result in the loan beorgsidered impaired. Interest income is
recognized to the extent that the net investmetitérioan would increase to an amount greater tt@aestimated payoff amount.

For ASC 31030 loans, the expected cash flows reflect antiegh@repayments, determined on a loan by loan kesisrding to the anticipat
collection plan of these loans. Prepayments résulte recognition of the nonaccretable balanceuaent period yield. Changes in prepayr
assumptions may change the amount of interest iacmd principal expected to be collected. The ebgoleprepayments used to determine
accretable yield are consistent between the casisfexpected to be collected and projections ofractual cash flows so as to not affect
nonaccretable difference.

For loans that do not meet the ASC RMeriteria, the Company records interest incoma ¢evel yield basis using the contractually reeg
cash flows. The Company subjects loans that dommext the ASC 310-30 criteria to ASC Topic 450C6ntingencies’, by collectively
evaluating these loans for an allowance for loas,lasing the same methodology as loans origirfgtéde Company.

Acquired loans that met the criteria for nonaccafaiterest prior to the acquisition are consideperforming upon acquisition, regardles
whether the customer is contractually delinqudrthe Company can reasonably estimate the timimjaanount of the expected cash flow:
such loans and if the Company expects to fullyemlthe new carrying value of the loans. As sule,Gompany may no longer consider
loan to be nonaccrual or nonperforming and mayusconterest on these loans, including the impaetingf accretable yield. The Company
determined that it can reasonably estimate futash dlows on the Comparg/current portfolio of acquired loans that are mhst 90 days
more, and on which the Company is accruing inteardtthe Company expects to fully collect the dagyalue of the loans.

In accordance with applicable accounting guidatiee,amount paid for acquired assets is allocateétddair value of the net assets acqu
with any excess amounts recorded as goodwill.dffttir value of the net assets is greater thamtheunt paid, the excess amount is record
noninterest income as a gain on the purchase. Gbawl identifiable intangible assets are evalddi@ impairment annually or whene
events or changes in circumstances indicate thwiogrvalue of these assets may not be recoverdlfleen these assets are evaluate
impairment, if the carrying amount exceeds faiuealan impairment charge is recorded to income fainealue is based on observable me
prices, when practicable. Other valuation techrsqomey be used when market prices are unavailaitiyding estimated discounted ¢
flows. This type of analysis contains uncertaintiexause it requires management to make assumgti@hso apply judgment to estim
industry economic factors and the profitabilityfofure business strategies. In the event of futiv@nges in fair value, the Company ma
exposed to an impairment charge that could be mater

Allowance for Loan Losses

Determining an appropriate level of allowance foarl losses necessarily involves a high degree dgnmient. We use a methodology
systematically measure the amount of estimated loas exposure inherent in the loan portfolio fargoses of establishing a suffici
allowance for loan losses. The methodology incluiese elements:

(1) Loss allocations are identified foriwidual loans deemed to be impaired in accordanitie @AAP. Impaired loans are loe
for which it is probable that the Bank will not ladble to collect all amounts due according to thetre@tual terms of the lo
agreements, including naccrual loans and all loans restructured in a fexlidebt restructuring. Impaired loans do not idellargs
groups of smallebalance homogeneous loans that are collectivelyuated for impairment, which consist of most reatikd
mortgage loans and consumer loans. Impairment ssared on a discounted cash flow method based thgoioans contractu:
effective interest rate, or at the loardbservable market price, or if the loan is celialt dependent, at the fair value of the colla
less costs to sell. For collateral dependent loar@iagement may adjust appraised values to refigichated market value decline:
apply other discounts to appraised values for usidadle factors resulting from its knowledge oftuimstances associated with
property.
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(2) Loss allocations for ndmpaired loans are based on peer bank data, icstdoss experience, credit, grade, delinqu
factors and other similar credit quality indicatcaidjusted for qualitative factors. Qualitativettas include, but are not limited to,

value of underlying collateral, concentrations mddit, current economic conditions, the state eflihsiness cycle and competitive
regulatory issues.

Individual commercial loans and commercial mortghggms not deemed to be impaired are evaluated) @sinnternal rating syste
and the application of loss allocation factors. Tdan rating system is described under the cap@radit quality indicators’in Note
of the Notes taConsolidated Financial Statements. The loan ratysiem and the related loss allocation factors itatkeconsideratia
parameters including the borrower’s financial cdiodi the borrowes performance with respect to loan terms, and tleg@acy ¢
collateral. The loss allocation factors also take account general and regional economic stagistiends, and portfolio characteris
such as age of portfolio and the Baml€éxperience with a particular loan product. Veiquically reassess and revise the
allocation factors used in the assignment of lag®sure to appropriately reflect our analysis ofrafional loss experience.

Portfolios of more homogeneous populations of lparduding the various categories of residentiartgages and consumer loans
analyzed as groups taking into account delinqueatigs and other indicators and our historical lesgerience for each type of cre
product. We analyze historical loss experience peeiods deemed to be relevant to the inherentofi$éss in loan portfolios as of t
balance sheet date. We periodically update thealyses and adjust the loss allocations for varfawsors that we believe are
adequately presented in historical loss experié@gmdeding trends in real estate values, changememployment levels and incres
in delinquency levels. These factors are also exatlitaking into account the geographic locatiothefunderlying loans.

3) An unallocated allowance may or may not be requined is for measurement imprecision attributabl@roertainty in th
underlying assumptions used in the methodologiesstmating specific and general losses in th&fqa.

Because the methodology is based upon peer baakaddttrends, current economic data as well as geaments judgment, facto
may arise that result in different estimations. &cbely different conditions or assumptions coulttliéo increases in the allowance
addition, various regulatory agencies periodicalyiew the allowance for loans losses. Such agenuiay require additions to 1
allowance based on their judgments about informatigailable to them at the time of their examinmatids of December 31, 20:
management believes that the allowance is adequdteonsistent with asset quality and delinquendicators.
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Stock-based Compensation

Stockbased compensation expense is measured as ofathiedgite, based on the fair value of the award,i@ngcognized as an expense i
the requisite service period.

Derivative Instrument Valuation

The Company enters into interest rate swap agresnasnpart of the Comparsyinterest rate risk management strategy. Manageapgtie:
the hedge accounting provisions of Accounting Statsl Codification (“ASC”) Topic 815, and formally documents at inception
relationships between hedging instruments and lteilgms, as well as its risk management objectivesstrategies for undertaking the var
hedges. Additionally, the Company uses dollar ¢ftseregression analysis at the hedg@ception and for each reporting period thereaft
assess whether the derivative used in its hedgamgaction is expected to be and has been higldgtigie in offsetting changes in the fair ve
or cash flows of the hedged item. The Company discoes hedge accounting when it is determineddhdgrivative is not expected to be
has ceased to be highly effective as a hedge,r@mdreflects changes in fair value of the derivativ earnings after termination of the he
relationship.

The Company has characterized all of its interatt swaps that qualify under Topic 815 hedge adomyias cash flow hedges. Cash f
hedges are used to minimize the variability in cieiws of assets or liabilities, or forecasted sactions caused by interest rate fluctuat
and are recorded at fair value in other assetsiwitie consolidated balance sheet. Changes inaihevdlue of these cash flow hedges
initially recorded in accumulated other comprehemsncome and subsequently reclassified into egmiwhen the forecasted transac
affects earnings. Any hedge ineffectiveness asdesseart of the Company’s quarterly analysisdsmed directly to earnings.

Emerging Growth Company

The JOBS Act permits us, as an “emerging growthpganmy”, to take advantage of an extended transition padawmply with new or revise
accounting standards and not commence complyiniy métv or revised accounting standards until privaepanies must do so. Under
JOBS Act, we may make an irrevocable election tot ‘@ut” of that extended transition period and comply widw or revised accounti
standards when public companies that are not engeggowth companies must commence complying witlse¢hstandards. We have electe
“opt out” of the extended transition period.

Earnings Overview
2014 Earnings Overview

Our net income for the year ended December 31, 2041$4.6 million, a decrease of $0.6 million, 4r4B%, compared to the year en
December 31, 2013. Our returns on average equitly samerage assets for the year ended December 34, 2@ re 4.66% and 0.52
respectively, compared to 8.17% and 0.77%, respgtfor the year ended December 31, 2013. Netmeavailable to common shareholc
for the year ended December 31, 2014, was $4.5omilbr $0.78 per diluted share, compared to rairire available to common sharehol
of $5.1 million, or $1.44 per diluted share, foe tyear ended December 31, 2013.

The decline in net income for 2014 compared to 2@43 primarily due to merger and acquisition relaépenses of $1.8 million primar
associated with the acquisition of Quinnipiac Bamid Trust Company. Net interest income for the yemled December 31, 2014 was $
million, an increase of $6.3 million compared te tfear ended December 31, 2013 due to strong lmavtly Our net interest margin decree
10 basis points to 3.84% for the year ended Dece®be2014 compared to the year ended Decembe2(B1 reflecting the current inter
rate environment in which market yields on new Igmowth have been below the average yield of thetiag portfolio. The increase
noninterest expenses was mainly due to higheriealand employee benefits, reflecting staffingitholos and higher incentive accruals

merger and acquisition related expenses, attrileitalthe acquisition of Quinnipiac Bank and TrGsimpany.
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Our efficiency ratio was 69.09% for the year endi®stember 31, 2014 compared to 75.71% for the yerded December 31, 2013. T
improvement in our efficiency ratio was attribulb our focus on expense control and achieving@udes of scale.

2013 Earnings Overview

Our net income for the year ended December 31, 2043$5.2 million, an increase of $3.9 million, 3#5%, compared to the year en
December 31, 2012. Our returns on average equitly smerage assets for the year ended December 3B, ¥ere 8.17% and 0.77
respectively, compared to 2.40% and 0.22%, respgtior the year ended December 31, 2012. Netnreavailable to common shareholc
for the year ended December 31, 2013, was $5.1omilbr $1.44 per diluted share, compared to nairime available to common sharehol
of $1.1 million, or $0.38 per diluted share, foe tyear ended December 31, 2012.

Our strong improvement in net income for 2013 comagao 2012 was due primarily to strong commertdah growth, solid asset qual
metrics, gains recorded on sales of investmentrgsuand efforts to diversify our revenue sourtesugh sales of commercial loans for
first time during 2013. The increase in net incamféects these factors through increases in netest income and noninterest income as
as a lower provision for loan losses, partiallyseffby higher noninterest expenses. While ournmtetést income increased due to strong
growth and a reduction in our cost of funds, ouringerest margin decreased 17 basis points td%3.f the year ended December 31, 2
compared to the year ended December 31, 2012 tiafiehe current interest rate environment in whicérket yields on new loan growth h,
been below the average yield of the existing pbafarhe increase in noninterest expenses was gndiné to higher salaries and emplc
benefits, reflecting staffing additions and higlieentive accruals, occupancy and equipment expetgéutable to costs related to bra
relocations and investments in technology and emeip as well as marketing expenses, including ebranding efforts. Additionally,

connection with our purchase of The Wilton Bank, meorded a bargain purchase gain in the amou$i & million, which more than offs
the merger and acquisition-related expenses of $88and that we recognized in 2013.

Our efficiency ratio was 75.71% for the year end®etember 31, 2013 compared to 82.76% for the yeded December 31, 2012. 7
improvement in our efficiency ratio was attributlbd our increased operating leverage as we caditm grow our asset base and expan
noninterest income sources despite increases inaninterest expense. See “Non-GAAP Financial Messiior a reconciliation of efficienc
ratio to comparable GAAP financial measures.

Results of Operations
Net | nterest Income

Net interest income is the difference between @geearned on loans and securities and interedtgpadeposits and other borrowings, ar
the primary source of our operating income. Negrie$t income is affected by the level of interagts, changes in interest rates and chan
the amount and composition of interest-earningtassed interesbearing liabilities. Included in interest income aertain loan fees, such
deferred origination fees and late charges. THeviahg tables and discussion present net interesime on a fully taxable equivalent, or F
basis, by adjusting income and yields on tax-exelmghs and securities to be comparable to taxalalasl and securities. We convert tax
exempt income to a FTE basis using the statutatgréd income tax rate adjusted for applicable stateme taxes net of the related federa
benefit. The average balances are principally daigrages. Interest income on loans includes tfextebf deferred loan fees and ci
accounted for as yield adjustments. Premium anaiitiza and discount accretion are included in ttepeetive interest income and inte
expense amounts.
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Year ended December 31, 2014 compared to year endedcember 31, 2013

FTE net interest income for the years ended DeceBihe2014 and 2013 was $32.1 million and $25.Tionil respectively. Net interest inco
increased due to increases in earning assets bffsmir net interest margin declining 10 basis {®oin 3.84% for the year ended Decembe
2014, compared to the year ended December 31, #0&3primarily to the effects of the low interestera&nvironment. While we ha
experienced significant growth in average earnsggss, in the current low interest rate environmewatrket yields are below the average
of our existing assets. Due to the combined efféctew loan growth and the runoff of higher yielgliman balances, we anticipate that inte
rates on total earning assets will continue toideclThe impact of this trend is likely to exce&e benefit to be realized in reduced fun
costs, resulting in modestly lower net interestgiraresults in the near term.

FTE basis interest income for the year ended Deeer@b, 2014 increased by $7.6 million to $36.0 ionil] or 27%, compared to FTE be
interest income for the year ended December 313 20k primarily to loan growth in our commerciadlrestate and commercial busir
portfolios partially offset by lower yields. Averagnterestearning assets were $835.4 million for the yearedndecember 31, 2014, up
$183.7 million from the year ended December 31,320he average balance of total loans increasef.3Miillion, or 26%, contributing $€
million to the increase in interest income. Comn@neal estate loan average balances grew by $#Blidn due to strong origination activ
reflecting our ability to source quality opportue# and continued economic improvement in our ntafketal average balance of securities
the year ended December 31, 2014 increased by $#0ién, or 50%, from the year ended DecemberZ113, reflecting purchases outpac
maturities.

Interest expense for the year ended December 34, 20creased by $1.2 million, or 42%, comparedhterest expense for 2013 due tc
increase in time deposits and higher funding cokte weighted average cost of deposits increaseia$ls points to 0.58% due to a sl
increase in rates and shifting of deposits to higlesting time deposits. The weighted average abbbrrowed money increased by 23 b
points to 0.96%, due to interest expense on FHLBawangs we swapped for a higher fixed rate to ledgainst rising interest rates. Aver
funding liabilities for the year ended December 2014, increased by $169.0 million, or 28%, frone trear ended December 31, 2(
primarily due to higher average balances of $79ilfiom in time deposits, $66.4 million in money nkat accounts and $40.7 million
noninterest-bearing deposits.

Year ended December 31, 2013 compared to year endedcember 31, 2012

FTE net interest income for the years ended DeceBihe2013 and 2012 was $25.7 million and $21.6ionil respectively. Net interest inco
increased due to increases in earning assets bffsmir net interest margin declining 17 basis {®in 3.94% for the year ended Decembe
2013, compared to the year ended December 31, d0&2primarily to the effects of the low interester@nvironment. While we ha
experienced significant growth in average loan s, in the current low interest rate environmeratket yields on new loan originations
below the average yield of our existing loan pditfo
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FTE basis interest income for the year ended Deee®b, 2013 increased by $3.7 million to $28.5 ionil] or 15%, compared to FTE bz
interest income for the year ended December 312 2 primarily to loan growth in our commerciadlrestate and commercial busir
portfolios. Average interegarning assets were $651.7 million for the yeaedridecember 31, 2013, up by $126.7 million fromytear ende
December 31, 2012. The average balance of totakloecreased $122.4 million, or 27%, contributifg3$million to the increase in inter
income. Commercial real estate loan average badagieav by $62.2 million due to strong originaticetity reflecting our ability to sourt
quality opportunities and continued economic imgment in our market. Partially offsetting the irase in interest income due to volume
a 33 basis point decrease in the weighted averiadg garned on our loan portfolio due to a lowdeiast rate environment, which causi
reduction of $1.6 million in interest income. Totalerage balance of securities for the year endeckl@ber 31, 2013 decreased by $
million, or 27%, from the same period in 2012, eefing maturities, principal paydowns and sales$®f million of longeterm U.S
Government and agency obligations, partially offsebur purchase of municipal bonds.

Interest expense for the year ended December 3B, 2@as reduced by $427 thousand, or 13%, compariederest expense for 2012 due
continued reduction in our funding costs resultfrgm the sustained low interest rate environmethie Weighted average cost of depc
declined 13 basis points to 0.43% due to our measapproach of reducing deposit rates while stifleziencing significant deposit grow
The weighted average cost of Federal Home Loan BaBloston, or FHLBB, advances declined by 60 bpsiats to 0.73%, also reflecting
low interest rate environment as higher cost adeameatured or were paid off and new advances w#ized. Average funding liabilities fi
the year ended December 31, 2013, increased by. Bhiflion, or 23%, from the year ended December 112, primarily due to high
average balances of $36.6 million in time depo$2§.0 million in money market accounts and $17iléan in noninterest-bearing deposits.

Average balance sheet, FTE basis interest incomberdst expense, average yields earned and rafes

The following table presents average balance sinéetmation, FTE basis interest income, interegpesse and the corresponding ave
yields earned and rates paid for the years endedrbiger 31, 2014, 2013 and 2012. -exempt income is converted to a FTE basis usin
statutory federal income tax rate adjusted for igpple state income taxes net of the related fédarabenefit. The average balances
principally daily averages. Interest income on Bamcludes the effect of deferred loan fees andscascounted for as yield adjustme
Premium amortization and discount accretion arkiged] in the respective interest income and intenggense amounts.
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Years Ended December 31

2014 2013 2012
Average Yield / Average Yield / Average Yield /
(Dollarsin thousands) Balance Interest Rate Balance Interest Rate Balance Interest Rate
Assets:
Cash and Fed funds sc $ 49,15. % 127 0.26% $ 35,59¢ $ 84 0.24%$ 16,93 $ 35 0.21%
Securities (1 61,39¢ 2,42¢ 3.9t 40,93: 1,76¢ 4,31 56,32 2,36¢ 4.,2C
Loans:
Commercial real esta 378,34! 18,51 4.8¢ 299,14 15,12« 5.0¢ 236,93« 12,91¢ 5.4¢F
Residential real esta 164,59¢ 5,911 3.5¢ 152,49¢ 5,571 3.6¢ 119,96( 4,82¢ 4.0z
Construction (2 49,21: 2,30( 4.61 38,07z 1,76:¢ 4,65 34,177 1,752 5.1z
Commercial busines 109,12: 5,49¢ 4.97 69,25: 3,69¢ 5.3¢4 44,22( 2,37( 5.3¢
Home equity 14,52¢ 564 3.8¢ 11,28 422 3.74 12,78¢ 465 3.64
Consume 1,27( 81 6.3t 30¢ 18 5.9¢ 80 10 12.5(
Acquired Loan Portfolio Non
accrual loans (net of mark) 2,707 54k 20.1¢ - - - - - -
Total loans 719,78 33,41 4.5¢ 570,56( 26,60¢ 4.6€ 448,16( 22,34 4.,9¢
Federal Home Loan Bank stock 5,07¢ 73 1.4k 4,62¢ 17 0.3€ 3,61°F 18 0.4¢
Total earning assets 835,41( $ 36,03¢ 4.2%% 651,71! $ 28,47 4.37% 525,02¢ $ 24,76 4.72%
Other assets 43,53¢ 17,78 16,29
Total assets $ 878,94! $ 669,49 $ 541,32¢
Liabilities and shareholde’ equity
Interest-bearing liabilities
NOW $ 53,04: 58 0.11% $ 40,55« 49 0.12% $ 31,49( 45 0.1%%
Money marke 182,67t 83¢ 0.4¢ 116,32 49¢ 0.4t 90,34: 61z 0.6¢
Savings 91,05¢ 30z 0.3¢ 117,38t 543 0.4¢ 102,64 84¢€ 0.8z
Time 238,71( 2,09¢ 0.8¢ 158,99¢ 1,14: 0.72 122,35( 864 0.71
Total interes-bearing deposit  565,48! 3,29t 0.5¢ 433,26 2,23: 0.4z 346,82 2,367 0.5¢
Borrowed Money 65,95! 634 0.9¢ 69,91: 532 0.7: 61,83¢ 82E 1.3
Total interest bearing liabilities 631,43¢( $ 3,92¢ 0.62% 503,170 $ 2,76¢ 0.47% 408,65¢ $ 3,192 0.6€%
Noninteres-bearing deposit 136,74t 96,00¢ 78,45
Other liabilities 12,83¢ 7,17: 3,64:
Total Liabilities 781,02 606,35! 490,75
Shareholders’ equity 97,92! 63,14: 50,57:
Total liabilities and shareholde
equity $ 878,94! $ 669,49 $ 541,32¢
Net interest income (3) $ 32,10° $ 25,70¢ $ 21,56¢
Interest rate spree 3.62% 3.9(% 4.0€%
Net interest margin (£ 3.84% 3.94% 4.11%

(1) Average balances and yields for securities aredoasemortized cos

(2) Includes commercial and residential real estatstrcoation loan:

(3) The adjustment for securities and loans taxabuivalency was $447 thousand, $379 thousan®26withousand, respectively, for the
years ended December 31, 2014, 2013 and :

(4) Netinterestincome as a percentage of total egraéset:
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Effect of changes in interest rates and volumevefage earning assets and average intebearing liabilities

The following table shows the extent to which ctemip interest rates and changes in the volumeeyhge earning assets and average intere
bearing liabilities have affected net interest meo For each category of earning assets and itHeeasing liabilities, information is provid
relating to: changes in volume (changes in avelmd@nces multiplied by the prior yesraverage interest rates); changes in rates (char
average interest rates multiplied by the prior y®awverage balances); and the total change. Chatigiesitable to both volume and rate h
been allocated proportionately based on the reisliip of the absolute dollar amount of change ohea

Year Ended Year Ended
December 31, 2014 vs 20! December 31, 2013 vs 201
Increase (Decrease) Increase (Decrease)
(In thousands) Volume Rate Total Volume Rate Total
Interest and dividend incom
Cash and Fed funds sc $ 3B 3 9 s 4 % 4 % 5 48
Securities 81¢ (161) 657 (662) 62 (600)
Loans:
Commercial real esta 3,90¢ (513 3,391 3,19¢ (993 2,20t
Residential real esta 43¢ (102 334 1,22( (469) 751
Constructior 52( 17 537 18¢ (17¢) 11
Commercial busines 2,02¢ (229 1,79 1,337 (8) 1,32¢
Home equity 12t 16 141 (56) 14 (42
Consume 61 1 62 16 (8) 8
Acquired Non accrual loans (net
mark) 54k - 54k - - -
Total loans 7,617 (810 6,807 5,90¢ (1,642 4,26:
Federal Home Loan Bank stock 2 55 57 4 (5) (1)
Total change in interest and
dividend income 8,47 (907) 7,56¢ 5,29( (1,580 3,71(
Interest expenst
Deposits:
NOW 14 (5) 9 12 (8) 4
Money marke 303 35 33¢ 14¢ (262) (119
Savings (10€) (135 (247 10¢ (417 (309)
Time 662 294 95€ 262 16 27¢
Total deposit: 87: 18¢ 1,062 531 (665) (139
Borrowed Money (30) 132 10z 97 (390) (299)
Total change in interest expense 843 321 1,164 62€ (1,055 (427)
Change in net interest income $ 7,62¢ $ (1,22¢) $ 6,401 $ 4,66z $ (525) $ 4,13

Provision for Loan Losses

The provision for loan losses is based on manageémpariodic assessment of the adequacy of our atlogvéor loan losses which, in turn
based on such interrelated factors as the compogifi our loan portfolio and its inherent risk cheteristics, the level of nonperforming lo
and net chargeffs, both current and historic, local economic anetlit conditions, the direction of real estatkiga, and regulatory guidelin
The provision for loan losses is charged againstiegs in order to maintain our allowance for ldaeses and reflects managemsrites
estimate of probable losses inherent in our loatfg@m at the balance sheet date.

Under accounting standards for business combirgtiaoquired loans are recorded at fair value witHaan loss allowance on the date
acquisition. A provision for loan losses will becoeded for the emergence of new probable and eskarasses on acquired loans which v
not impaired as of the acquisition date. As of &dthe year ended December 31, 2014, there wazaasion or allowance for loan los:
related to the loan portfolio that we acquired.
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The provision for loan losses for the year endedeber 31, 2014 was $2.2 million compared to a $686sand provision for loan losses
the year ended December 31, 2013. The higher 2@spn for loan losses is attributable to sigrafit growth in our loan portfolio. The 2(
provision for loan losses reflected a low levelnet chargesffs, nonperforming and past due loans and an dvienprovement in our crec
quality compared to 2012. The provision chargeeamings in 2012 was $1.8 million.

Noninterest Income
Noninterest income is a component of our revenukisrcomprised primarily of fees generated frorml@ad deposit relationships with

customers, fees generated from sales and refasfdisans and gains on sales of our investment #&=irThe following table compat
noninterest income for the years ended Decembe2®4, 2013 and 2012.

Years Ended 2014/201z 2013/201z
December 31 Change Change
(Dollarsin thousands) 2014 2013 2012 $ % $ %
Gains and fees from sales of lo $ 1,31 $ 2,02 $ 18 $ (707) (35) % $ 2,00z 11,12:%
Service charges and fe 643 41€ 314 227 55 10z 32
Bank owned life insuranc 497 31 - 46€ 1,50: 31 10C
Net gain on sale of available f
sale securitie - 64¢ (18) (64¢) (100 66€ 3,70(
Gain (loss) on sale of foreclose
real estate, n¢ - 64 - (64) (200 64 10C
Gain on bargain purcha - 1,33: - (1,339 (100 1,33¢ 10C
Other 58¢ 211 31 377 17¢ 18C 581
Total noninterest income $ 3,041 $ 4,72 $ 345 $ (1,682 (36) % $ 4,37¢ 1,26%

Year ended December 31, 2014 compared to year dbelegimber 31, 2013

Noninterest income totaled $3.0 million for the yeaded December 31, 2014, compared to $4.7 milbothe year ended December 31, 2
This decrease was primarily due to the gain ondiargurchase from the Wilton Bank acquisition amel et gain on sale of available for
securities recognized in 2013.

Gains and fees from sales and referrals of loalbsan sales are dependent on origination voluntkesa@ sensitive to interest rates, housing
market conditions. During the year ended Decemiler2814, the Company recorded $61 thousand in gainthe sale of $4.5 million
residential real estate loans, $413 thousand ofsgan the sale of $14.9 million of commercial restate loans and $839 thousand of gair
sales of $7.4 million of SBA loans. For the yeadeth December 31, 2014, gains and fees from sallesue$ totaled $1.3 million, a decreas
$0.7 million compared to the year ended DecembgefB13 due to a decline in the volume of loan sales

Service charges and fee®Ve earn fees from our customers for depaited services. For the year ended December(34, Bervice charg

and fees totaled $643 thousand. The increase af B#®isand, or 55%, over the year ended Decemhe&03B was primarily due to increa
in ATM and debit card fees and non-sufficient fualdirges, as well as higher volume levels.
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Bank Owned Life Insuranc. In the fourth quarter of 2013 the Company pureldas10.0 million in banlkwned life insurance coverage an
the third quarter of 2014 the Company purchaseadalitional $12.5 million in bankwned life insurance coverage and the cash sumremadie
increased by $466 thousand for the year endedritmee31, 2014 compared to the year ended Decendb&@033. Prior to the fourth quat
of 2013, the Company did not own bank owned liunance.

Other. We recorded other income of $588 thousand duhegyear ended December 31, 2014, an increase70f th®dusand compared to
year ended December 31, 2013. The increase is figrdae to increases in investment services ingerevicing fees and rental incon

Year ended December 31, 2013 compared to year ddeesimber 31, 2012

Noninterest income totaled $4.7 million for the yeaded December 31, 2013, compared to $345 thdusarthe year ended December
2012. This increase was primarily due to gains esrded on sales of commercial loans and avaifablsale securities as well as a diree
bargain purchase gain of $1.3 million recordedanrection with our acquisition of the Wilton Bank.

Service charges and fee®Ve earn fees from our customers for depeited services. For the year ended December(3B, Bervice charg
and fees totaled $416 thousand. The increase & Busand, or 32%, over the year ended Decemhe&03P was primarily due to increa
in ATM and debit card fees and neuofficient fund charges caused by an increase inpdaing schedule at the beginning of 2013 andg
lesser extent, higher volume levels.

Gains and fees from sales and referrals of loahsan sales are dependent on origination volunteaae sensitive to interest rates, housing
market conditions. During the year ended Decemiie2813, we recorded income of $1.8 million on shée of $65.0 million of commerc
mortgage loans, $93 thousand on the sale of $Ul®mbf small business administration commerciadris and $84 thousand on sale
residential mortgage loans. We sold the loans destiabove in response to favorable market conditas well as our desire to reduce our
of commercial mortgage loans to total rissed capital. As part of the commercial mortgage Isales, we incurred fees to a third par
$258 thousand, which were recorded under profeakfers in noninterest expense.

Gain on bargain purchaseWe recorded a gain of $1.3 million in conjunctieith our acquisition of the Wilton Bank. In accartte witl
applicable accounting guidance, the amount paalligated to the fair value of the net assets aeduiwith any excess amounts recorde
goodwill. If the fair value of the net assets isaper than the amount paid, the excess amountasded to noninterest income as a gain o
purchase.

Net gain (loss) on sale of available for sale sdms. We sell available-fosale investment securities from time to time forimas busines
purposes, including funding loan demand and magaagset / liability sensitivity. Net gains on theesof available-foisale securities total
$648 thousand for the year ended December 31, 26ffpared to a net loss of $18 thousand for the saened in 2012 due to marl
conditions at the time as well as the type of sdearsold. Investment grade securities were solthé first half of the year to shorten
duration of the portfolio and to capitalize on feafole market conditions.

Gain on sale of foreclosed real estatBuring 2012, we took possession of two propetties we later sold in 2013. In addition, in 2018
sold a foreclosed property that we attained inamquisition of the Wilton Bank. Net gains on théesa foreclosed real estate of $64 thou:
were recorded in 2013, reflecting these sales.

Other. We recorded other income of $211 thousand duhiag/ear ended December 31, 2013, primarily refigahe partial recovery of a w

fraud loss, which occurred in 2012. The increasetlier income also reflected rental income of $&@isand. Included in the acquisition of
Wilton Bank was the building, of which a portionrented.
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Noninterest Expense

The following table compares noninterest expenséh®years ended December 31, 2014, 2013 and 2012.

Years Ended 2014/201z 2013/201z
December 31 Change Change
(Dollarsin thousands) 2014 2013 2012 $ % $ %
Salaries and employee bene $ 1353¢ $ 11,57¢ $ 9,451 $ 1,95¢ 17% $ 2,127 23%
Occupancy and equipme 4,42 3,42( 3,00¢ 1,00z 29 41€ 14
Merger and acquisition relat
expense: 1,801 90¢ - 89:< 98 90¢ 10C
Data processin 1,28¢ 1,34¢ 1,20¢ (60) 4 14C 12
Professional service 1,194 1,59¢ 1,54¢ (407 (25) 49 3
Marketing 674 927 338 (259 (27 594 17¢
Director fees 65C 33C 381 32C 97 (51) (13)
FDIC insurance 48¢ 33: 36E 15¢& 47 (32 9
Amortization of intangible: 13z 18 - 11t 63¢ 18 10C
Foreclosed real ests 36 8 9 28 35C 1) (12)
Other 1,591 1,654 1,56( (63) (4) 94 6
Total noninterest expense $ 25,81 $ 22,12( % 17,85¢ $ 3,69: 17% $ 4,262 24%

Year ended December 31, 2014 compared to year ddeesimber 31, 2013

Noninterest expense was $25.8 million for the yeated December 31, 2014, compared to $22.1 mitiothe year ended December 31, 2!
The increase of $3.7 million, or 17%, largely refiehigher salaries and employee benefits, refigcttaffing additions and higher incen
accruals and higher merger and acquisition relexpe&nses, attributable to the acquisition of Quuiat Bank and Trust Company.

Salaries and employee benefi&alaries and employee benefit costs are the lampgsponent of noninterest expense and include eyeg
payroll expense, equity and nequity incentive compensation, health insuranceefieplans and payroll taxes. Salaries and em@dyenefit
increased by $2.0 million, or 17%, for the yearemhdecember 31, 2014 compared to the year endeenider 31, 2013, largely reflecti
higher staffing levels and incentive accruals. f8tgfincreased to 123 full time employees at Decengi, 2014 from 106 full time employ:t
at December 31, 2013.

Occupancy and equipmerRRent, depreciation and maintenance costs compnsanajority of occupancy and equipment expensegh
increased by $1.0 million, or 29%, for the year eshdecember 31, 2014, compared to the year endednikeer 31, 2013. The incre
primarily related to costs associated with the twanches added as a result of the Quinnipiac Bagkisition and investments relatec
technology and other equipment.

Professional servicelProfessional services include legal, audit andgzsibnal fees paid to external parties. For the geded December

2014 professional services decreased by $401 thdusa 25%, compared to the year ended DecembeP(®I13. The decrease in the 2
expense is primarily driven by a reduction in fpa&l to consultants.
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Marketing. Marketing expenses for the years ended Decembe2(@# and 2013 totaled $674 thousand and $927 ahdusespectively. Tl
decrease of $253 thousand, or 27%, reflects cestscamted with consolidating and rebranding thekBainNew Canaan and the Bank
Fairfield under a single entity with the Bankwedime and BNC Financial Group was also rebrandedaakviell Financial Group in 2013.

Director fees Director fees totaled $650 thousand for the yeaedrDecember 31, 2014 and $330 thousand for theeyeled December
2013, representing fees paid to Board memberstémdtmeetings. The increase in Director fees issalt of an increase in the numbe
meetings and increased number of directors.

FDIC insurance We are subject to riskdolased assessment fees by the FDIC for deposiiginser For the years ended December 31, 201
2013, FDIC insurance expense was $488 thousandbaB8 thousand, respectively. The increase in FDKLrance expense is driven
increased assessments as a result of increasesasset base and deposits largely driven by meagat acquisitions.

Amortization of intangiblesAmortization of intangibles for the years ended &uaber 31, 2014 and 2013 totaled $133 thousand &8
thousand, respectively. The increase in amortinaifdntangibles largely reflects amortization bétcore deposit intangible recorded as a
of the Wilton and Quinnipiac acquisitions.

Merger and acquisition related expensMerger and acquisition related expenses primaglate to legal, consulting, system conver:
severance and marketing expenses incurred as & oéswr Quinnipiac acquisition. For the year eddeecember 31, 2014, these expe
totaled $1.8 million. The increase in merger anguigition expenses is driven by costs associatéiul the acquisition of Quinnipiac Bank be
higher than such costs incurred in 2013 relatatidd/Nilton acquisition.

Year ended December 31, 2013 compared to year dbeeeimber 31, 2012

Noninterest expense was $22.1 million for the yeated December 31, 2013, compared to $17.9 mitiothe year ended December 31, 2I
The increase of $4.3 million, or 24%, largely refteour ongoing strategic initiative efforts thaghn in 2012. These efforts have incl
hiring of some of our senior management team, eNi@g and investing in core systems, maximizingea@mpetencies, assessing loan an
income diversification avenues and exploring aliéime investment strategies to prepare for futwmvth. Additionally, we recorded ortene
expenses of $908 thousand related to the Wiltork Baquisition.

Salaries and employee benefi&alaries and employee benefit costs are the lamggsponent of noninterest expense and include eyeg
payroll expense, equity and nequity incentive compensation, health insuranceefieplans and payroll taxes. Salaries and em@dyanefit
increased by $2.1 million, or 23%, for the yeareh@®ecember 31, 2013 compared to the same per2@ilip, largely reflecting higher staffi
levels and incentive accruals. Staffing increased @6 fulltime employees at December 31, 2013 from 85 at ibbee 31, 2012, whic
included a new Chief Operating Officer positiondipril 2013 and the opening of a loan productioricaffin July 2012. Additionally, the co
of employee benefits have risen significantly imlithg a $243 thousand, or 73%, increase in meditdldental expenses.

Occupancy and equipmerRRent, depreciation and maintenance costs compusanajority of occupancy and equipment expensesh
increased by $416 thousand, or 14%, in the yeaedemkcember 31, 2013, compared to the year endedniieer 31, 2012. The incre
primarily related to costs associated with the galimn of two branch locations, which included apgmately $300 thousand of fixed as
write-offs, a loan production office opened in July 20&2pansion of the corporate premises and invessmretdted to technology and ot
equipment.
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Data processingData processing expense for our core systems ¢ioc#dle3 million for the year ended December 31, 2@b8pared to $1.2
million for the year ended December 31, 2012.

Marketing. Marketing expenses for the years ended Decembe2®13 and 2012 totaled $927 thousand and $333 dhdusespectively.

addition to supporting loan and deposit growth, ittease of $594 thousand, or 178%, also refleatss associated with consolidating
rebranding the Bank of New Canaan and the Banlkaofi€ld under a single entity with the BankwellrBaname. BNC Financial Group v
also rebranded as Bankwell Financial Group. Thesages became effective in September 2013.

Merger and acquisition related expensMerger and acquisition related expenses primaglate to legal, consulting, system conver:
severance and marketing expenses incurred as k ofsour the Wilton Bank acquisition. For the yeamded December 31, 2013, tt
expenses totaled $908 thousand.

Income Taxes

Income tax expense for the years ended Decembe&t03%, 2013 and 2012 totaled $2.2 million, $2.2iariland $657 thousand, respectiv
The effective tax rates for the years ended Dece®be2014, 2013 and 2012, were 32.2%, 29.7% antP@5espectively. The increase in
effective tax rate for the year ended DecembeB14 is due to the gain on bargain purchase rezednn 2013. The decrease in the effe:
tax rate for the year ended December 31, 2013ctsflacreases in nontaxable income, mainly the gedfized on the Wilton Bank acquisition.

Our net deferred tax asset at December 31, 201l$%@ million, compared to $5.8 million, at DecenB1, 2013. The increase in the defe
tax asset at December 31, 2014 is primarily reltaddcreases in deferred tax assets associatbdivatallowance for loan losses and defe
expenses. At December 31, 2014 and 2013, a vatualiowance against the deferred tax benefits efstate operating loss carry forwards
other state deferred tax assets totaled $806 thdwmad $682 thousand, respectively, reflecting ithatmore likely than not that some of th
deferred tax assets will not be realized. At Decem81, 2014, there were net operating loss camydds of approximately $9.3 million 1
state tax purposes that were available to redueefistate taxable income. See Note 12 to our Qidiased Financial Statements for furt
information regarding income taxes.

Financial Condition
Summary

Total assets at December 31, 2014 were $1.1 hilhonincrease of $319.9 million, or 41%, from thecBmber 31, 2013 balance of $7°
million. This increase was primarily due to strdogn growth driven by the acquisition of QuinnipiBank and Trust Company and org:
growth. Loans were $916.0 million at December 3114 up by $294.2 million from December 31, 2013skC balances decreased by $
million during 2014, reflecting deployment of caitaised in the IPO and purchases of investmeniriges. Also in the third quarter of 20
we purchased $12.5 million of bank-owned life imswe to diversify our revenue sources and yieldree earnings.

Total liabilities at December 31, 2014 were $97Million, an increase of $260.2 million from the @Recber 31, 2013 balance of $71
million. This increase was primarily due to an eese in deposits and FHLB advances. Shareholeguity totaled $129.2 million at Decem
31, 2014, an increase of $59.7 million, or 86%nfrDecember 31, 2013, largely due to capital ratkedugh the IPO and stock issued
result of the Quinnipiac Bank acquisition. The Baxkceeded the regulatory minimum capital levelseé@onsidered weltapitalized with tot:
risk-based capital of 13.55% at December 31, 2014.

The Bank also had Tier 1 risk-based capital of 1%4nd Tier 1 capital to average assets ratio df2Ph at December 31, 2014.
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Loan Portfolio

The following table compares the composition of lman portfolio for the dates indicated:

(In thousands) 2014 2013 Change
Total % Total %
Real estate loan

Residentia $ 175,03: 18.8:% $ 155,87- 24.66% $ 19,157
Commercial 521,18: 56.0¢ 316,53 50.0¢ 204,64¢
Constructior 63,22¢ 6.8( 51,54¢ 8.1¢ 11,68¢
Home equity 18,16¢ 1.9t 13,89: 2.2C 4,274
777,60 83.6¢ 537,84« 85.1( 239,76
Commercial busines 149,25¢ 16.0¢ 93,56¢ 14.8( 55,69:
Consumer 2,89¢ 0.31 60z 0.1C 2,294
Total loans $ 929,76: 100.0(% $ 632,01. 100.0% $ 297,75(

Primary loan categorie

Residential real estatResidential real estate loans increased by $19lmior 12% at December 31, 2014 compared to Béxe 31, 201
and amounted to $175.0 million, representing 19%ot#l loans at December 31, 2014. We originateleatial real estate mortgages for
loan portfolio and for sale in the secondary markeins may be sold with servicing retained orasésl. The mix and volume of resider
mortgage loan originations vary in response to ghann market interest rates and customer prefeseri@uring the years ended Decembe
2014 and 2013, the majority of our mortgage origores were comprised of adjustalsbge loans for our loan portfolio. The improv
economy, sustained low interest rate environment ianreased marketing efforts are all key factorour ongoing strategy to grow «
portfolio of residential real estate loans.

Interest only adjustablete mortgage loans comprise 38% of residentidlestate loans and 7% of total loans. These loemsiaderwritten t
the same standards as amortizing residential ngetigans and generally have the same risk préfifie.do not believe that these loans pre
any special risk due, in part, to borrower demobi@ggeographic location and per capita incomeg, iigh percentage of current appre
values and our performance of stress testing pwioonverting to an amortizing loan.

Commercial real estateCommercial real estate loans were $521.2 milliod eepresented 56% of our total loan portfolio, @cBmber 3:
2014, a net increase of $204.6 million, or 65%pnfrbecember 31, 2013. Partially offsetting stronigioation activity was the sale of $1.
million of commercial real estate loans during 200V executed these sales to reduce our ratio rofrercial real estate loans to total risk
based capital and to take advantage of favorabl&ehaonditions. Commercial real estate loan groddhing these periods largely refle
experienced lenders in the marketplace and théyatol source quality opportunities, enhanced lagdio existing customers and contin
economic improvement in our market. Commercial esstihte loans are secured by a variety of propgpss, including office buildings, ret
facilities, commercial mixed use and multi-familywellings.

Commercial busines€ommercial business loans were $149.3 million apasented 16% of our total loan portfolio at DelsenB1, 201
compared to $93.6 million and 15%, of the totaltfmlio at December 31, 2013. Growth in our commerbusiness loans has been signific
largely reflecting our commitment to this segmentluding small business lending. Commercial bussnkans primarily provide workii
capital, equipment financing, financing for leadehisnprovements and financing for expansion andgaeerally secured by assignment
corporate assets, real estate and personal guesasftthe business owners.
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Construction.Construction loans were $63.2 million at DecemhEr2814, up by $11.7 million from December 31, 2048h $48.9 millior
attributable to commercial construction and $14i8ion attributable to residential construction. iGbruction loans totaled $51.5 million
December 31, 2013, of which $33.6 million were coeneral construction and $17.9 million were resid@ntonstruction. Commerc
construction loans consist of commercial developgnmeajects, such as condominiums, apartment byldind singlefamily subdivisions
well as office buildings, retail and other incom®ducing properties and land loans, while resi@gmbnstruction loans are to individuals
finance the construction of residential dwellings personal use.

Home equityHome equity loans increased by $4.3 million, or 31ring the year ended December 31, 2014 andetbtt18.2 million ¢
December 31, 2014. The increase from the Decenthe2® 3 balance of $13.9 million primarily reflegiloans acquired from the Quinnig
Bank and Trust Company. Total home equity loanssisbrof home equity lines of credit, which are seduby owner-occupied one- to four-
family residential properties.

Consumer.Consumer loans totaled $2.9 million at December 28,4 compared to $602 thousand at December 31, 2éflecting loan
acquired from the Quinnipiac Bank and Trust Comp&ugnsumer loans are secured by passbook or catéifaccounts, or automobiles, as
as unsecured personal loans and overdraft linesedit.

We evaluate the appropriateness of our underwrittagdards in response to changes in national egidnal economic conditions, includ
such matters as market interest rates, energyspricends in real estate values, and employmemide®ased on our assessment of t
matters, underwriting standards and credit momitpéctivities are enhanced from time to time ipo@se to changes in these conditions.

The following table presents an analysis of theuniigt of our commercial real estate, constructiod aommercial business loan portfolios as
of December 31, 2014.

December 31, 201.
Commercia Commercia Commercial

(In thousands) Real Estatt Constructior Business Total
Amounts due
One Year or less $ 15,69 $ 13,32 $ 2591¢ $ 54,93
After one year
One to five year 100,50¢ 13,22 58,83¢ 172,56«
Over five years 404,98: 22,33t 64,50" 491,82:
Total due after one year 505,48’ 35,55¢ 123,34: 664,38
Total $ 521,18: $ 48,88 $ 149,25¢ $ 719,32
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The following table presents an analysis of therigdt rate sensitivity of our commercial real estabnstruction and commercial business
portfolios due after one year of December 31, 2014.

December 31, 2014
Adjustable  Fixed Interes

(In thousands) Interest Ratt Rate Total
Commercial Real Esta $ 209,90 $ 295,58: $ 505,48"
Constructior 3,35¢ 32,20( 35,55¢
Commercial Business 45,48 77,857 123,34
Total loans due after one year $ 258,74 $ 405,63¢ $ 664,38"

Asset Quality

We actively manage asset quality through our undémng practices and collection operations. Our ridoaf directors monitors credit ri
management through two committees, the loan comenéhd the audit committee. The loan committegphiasary oversight responsibility f
the credit granting function including approval larity for credit granting policies, review of may@nents credit granting activities a
approval of large exposure credit requests. Thé& aothmittee oversees managemsrsystems and procedures to monitor the crediityu
our loan portfolio, conduct a loan review progranaintain the integrity of the loan rating systend aletermine the adequacy of the allow:
for loan losses. These committees report the wesiltheir respective oversight functions to ouarabof directors. In addition, our boarc
directors receives information concerning assetityumeasurements and trends on a monthly basisleWie continue to adhere to prud
underwriting standards, our loan portfolio is nmimune to potential negative consequences arisirgyrasult of general economic weakt
such as, a prolonged downturn in the housing maskes national scale. Decreases in real estatevalauld adversely affect the value
property used as collateral for loans. In additiadyerse changes in the economy could have a megsffect on the ability of borrowers
make scheduled loan payments, which would likelyehen adverse impact on earnings.

The Company has established credit policies adgkcto each type of lending activity in which itgages. The Company evaluates
creditworthiness of each customer and, in mosts;asetends credit of up to 80% of the market valfieghe collateral, depending on

borrowers’creditworthiness and the type of collateral. Thekagvalue of collateral is monitored on an ongdagis and additional collate
is obtained when warranted. Real estate is thegpyirform of collateral. Other important forms ofllateral are business assets, time deg
and marketable securities. While collateral progidesurance as a secondary source of repaymeothgany ordinarily requires the prim
source of repayment to be based on the borroweilgyato generate continuing cash flows. The Compa policy for residential lendir
allows that, generally, the amount of the loan may exceed 80% of the original appraised valuehef groperty. In certain situations,

amount may be up to W@B% LTV either with private mortgage insurance eiaquired for that portion of the residential laarexcess of 80'
of the appraised value of the property or whereoséary financing is provided by a housing authofiyppgram second mortgage
community’s low/moderate income housing program, a religmusivic organization. Private mortgage insurarecesuired for that portion
the residential first mortgage loan in excess @h&% the appraised value of the property.

Credit risk management involves a partnership betwaur relationship managers and our credit approvedit administration and collectic

personnel. Disciplined underwriting, portfolio mring and early problem recognition are importagpects of maintaining our high cre
quality standards and low levels of nonperformiageds since our inception in 2002.
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Acquired Loans. Loans acquired in acquisitions are initially neexd at fair value with no carryover of the relatdidwance for credit loss¢
Acquired loans that have evidence of deterioratiorcredit quality since origination and for whichis probable, at acquisition, that
contractually required payments will not be colettare initially recorded at fair value without oeding an allowance for loan loss
Determining the fair value of the loans is detemdiusing market participant assumptions in estimgatie amount and timing of principal
interest cash flows initially expected to be cdketon the loans and discounting those cash flovas appropriate market rate of interest.

Under the accounting model for acquired loans etteess of cash flows expected to be collected wecarrying amount of the loans, refe

to as the “accretable yieldis accreted into interest income over the lifeh® toans using the effective yield method. Accogllinacquire
loans are not subject to classification as honatdénuthe same manner as originated loans. Ratlequired loans are considered to be acc
loans because their interest income relates t@adbeetable yield recognized and not to contradniatest payments. The excess of the Isan
contractually required payments over the cash flewgected to be collected is the nonaccretablerdiffce. As such, chargeoffs on acqt
loans are first applied to the nonaccretable diffiee and then to any allowance for loan lossesgreéped subsequent to the acquisitior
decrease in expected cash flows in subsequentdsemiay indicate that the loan pool is impaired,olthivould require the establishment o
allowance for loan losses by a charge to the pimvifr loan losses.

Nonperforming Asset. Nonperforming assets include nonaccrual loans @nogerty acquired through foreclosures or repasses The
following tables present nonperforming assets aftitianal asset quality data for the dates indigate

At December 31,
(In thousands) 2014 2013 2012 2011 2010
Nonaccrual loans
Real estate loan

Residentia $ - 8 1,00 % 2,137 % 2,166 $ 974
Commercial 3,22( - 1,815 307 -
Constructior - - - 1,17t 1,30(C
Home equity - - - 9C -
Commercial business 14z - - - -
Total non accrual loar 3,36% 1,00: 3,95¢ 3,73¢ 2,27¢
Property acquired through foreclosure or repogsess
net 95( 82¢ 962 - -
Total nonperforming assets $ 4312 $ 1,832 $ 491¢ $ 3,73t $ 2,274
Nonperforming assets to total ass 0.3%% 0.2:1% 0.81% 0.7¢% 0.57%
Nonaccrual loans to total loa 0.3€% 0.1€% 0.75% 1.01% 0.7<%
Total past due loans to total loc 0.8€% 0.7°% 0.75% 1.01% 0.7%%
Accruing loans 90 days or more past | $ 1,99¢ $ 3,62 % - 8 - 3 -
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Non-performing assets exclude acquired loans that@euated for as purchased credit impaired loang;iwiotaled $1.9 million at Decemt
31, 2014. Such loans otherwise meet our definitiba nonperforming loan but are excluded becausdaddins are included in loan pools
are considered performing. These loans are, how8@edays or more past due and reflected as sutitreitable. The discounts arising fr
recording these loans at fair value were due, i pa credit quality. The acquired loans are acted for on either a pool or individual be
and the accretable yield is being recognized &sast income over the life of the loans based @eeted cash flows.

Nonperforming assets totaled $4.3 million and repnéed 0.39% of total assets at December 31, 2@bdpared to $1.8 million and 0.23%
total assets at December 31, 2013.

Nonaccrual loans totaled $3.4 million at Decembkr2d14, an increase of $2.4 million from Decenthkr2013, a direct result of significi
growth in our loan portfolio. Foreclosed real estatas $950 thousand at December 31, 2014 an imcie#fa$121 thousand comparec
December 31, 2013, reflecting foreclosed real estatjuired from Wilton Bank and Quinnipiac Bank dindst Company.

Nonaccrual Loan:. Loans greater than 90 days past due are put oaconwial status. Loans are also placed on nondatatas when, in tt
opinion of management, full collection of principahd interest is doubtful. Interest previously aect, but uncollected, is reversed ag:
current period income. Subsequent interest paynrentsved on nonaccrual loans are recognized agesitincome, or recorded as a redu
of principal if full collection of the loan is dotfil or if impairment of the collateral is idengfi. A nonaccrual loan is restored to accrual <
when it is no longer delinquent and collectabilifyinterest and principal is no longer in doubttalcmonaccrual loans were $3.4 millior
December 31, 2014, consisting of one commercidlegate mortgage loan and one residential morttysge

At December 31, 2014, there were no commitmenksrtd additional funds to any borrower on nonaccstizus.

Interest income that would have been recognizéghifis on nonaccrual status had been current inrdexcoe with their original terms for 1
years ended December 31, 2014, 2013 and 2012 wim@8and, $23 thousand and $276 thousand, resplgcfThe amount of actual inter
income recognized on these loans was $190 thou$8nthousand and $113 thousand for the years ebdeember 31, 2014, 2013 and 2(
respectively.

Past Due Loan. When a loan is 15 days past due, we send thewerra late notice. We also contact the borrowepliyne if the delinquen
is not corrected promptly after the notice has tsmnt. When the loan is 30 days past due, we maiborrower a letter reminding the borro
of the delinquency, and attempt to contact the dweer personally to determine the reason for théndeéncy and ensure the borro
understands the terms of the loan. If necessabgesjuent delinquency notices are issued and tleuatwill be monitored on a regular be
thereafter. By the 90th day of delinquency, we aéhd the borrower a final demand for payment aag rmcommend foreclosure. A sumrr
report of all loans 30 days or more past due isigenl to our board of directors each month. Geheralans greater than 90 days past du
put on nonaccrual status. The delinquency statuacolired loans accounted for as purchased cretitired loans are determinec
accordance with their contractual repayment tednecember 31, 2014, accruing purchased crediaired loans greater than 90 days
due totaled $1.9 million.
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The following table presents past due loans asemfeimber 31, 2014 and 2013:

(In thousands)
As of December 31, 201
Originated Loan:
Residential real esta
Commercial real esta
Commercial busines
Consumer
Total originated loans
Acquired Loan:
Residential real esta
Commercial real esta
Constructior
Home Equity
Commercial busines
Consumer
Total acquired loans
Total loans

As of December 31, 201
Originated Loan:
Residential real estate

Total originated loans
Acquired Loan:
Commercial real esta
Constructior
Commercial business
Total acquired loans
Total loans

31-60 Days 61-90 Days Greater Than Total Past
Past Due Past Due 90 Days Due
$ - % - % - % >
. - 3,43¢ 3,43¢
- - 3,43¢ 3,43¢
33¢ - 294 632
68t 677 83€ 2,19¢
- - 83t 83t
- 40 - 40
17¢ 38¢€ 30& 86¢
3 - - 3
1,20¢ 1,10: 2,27( 4,57¢
$ 1,20t $ 1,10 $ 570¢ $ 8,014
$ - $ - $ 1,00 $ 1,00:
- - 1,00: 1,00:
- - 797 797
- - 2,50¢ 2,50¢
- - 31E 31E
- - 3,62( 3,62(
$ - $ - $ 4,62: $ 4,62

At December 31, 2014, total past due loans toté0 million and consisted of two originated comaigr mortgage loans and 35 acqu
loans. At December 31, 2013, total past due loatadetd $4.6 million and consisted of one origindteh for a residential property in the m
of the probate process and 14 acquired loans. abedue acquired loans primarily consist of residénonstruction loans including a four t

condominium property and a single family residence.

Troubled Debt RestructuringsLoans are considered restructured in a troubkdut destructuring when we have granted concesdiore
borrower due to the borrowsrfinancial condition that we otherwise would nawvé considered. These concessions may include icetétih:
of the terms of the debt such as reduction of theed interest rate other than normal market rdjestments, extension of maturity dates
reduction of principal balance or accrued inter€ke decision to restructure a loan, rather thayressively enforcing the collection of the Ic
may benefit us by increasing the ultimate probgbdf collection.
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Restructured loans are classified as accruing orawsruing based on managemsrassessment of the collectability of the loan.risoanhict
are already on nonaccrual status at the time ofél&ructuring generally remain on nonaccrual stdtu approximately six months bef
management considers such loans for return to imgesiatus. Accruing restructured loans are planém nonaccrual status if and when
borrower fails to comply with the restructured teramnd management deems it unlikely that the bomrewilereturn to a status of compliance
the near term. Through December 31, 2014, all temltiebt restructured loans were accruing at the tf the restructure.

Troubled debt restructurings are reported as soichtfleast one year from the date of the restringuln years after the restructuring, troul
debt restructured loans are removed from this ifieaton if the restructuring did not involve alber market rate concession and the loan i
deemed to be impaired based on the terms spedifigbe restructuring agreement. As of December 2114 there were no significi
commitments to lend additional funds to borrowelh®®ge loans had been restructured.

The following table presents information on troubtiebt restructured loans:

December 31

(In thousands) 2014 2013 2012 2011 2010
Accruing troubled debt restructured loa
Residential real esta $ 196 % 864 $ 864 $ - $ -
Commercial real esta 21€ - 194 203 2,21¢
Constructior - - - - 1,41¢
Home equity 92 97 - - -
Commercial business 1,33¢ 642 794 57 -
Accruing troubled debt restructured loans 3,611 1,60 1,852 26( 3,63:

Nonaccrual troubled debt restructured lo:
Commercial real estate = - - - -

Nonaccrual troubled debt restructured loans - - - - -
Total troubled debt restructured loans $ 3,611 $ 1,60 $ 185 $ 26C $ 3,63:

As of December 31, 2014 and 2013, loans classi#&ttoubled debt restructurings totaled $3.6 nnilémd $1.6 million, respectively. The $
million balance at December 31, 2014 consists tde®s. The TDR additions for 2014 consisted of thowrcial real estate loans an
commercial business loans. The $1.6 million balaaideecember 31, 2013 consists of three loanslargest troubled debt restructured loe
a residential real estate loan, which included difiation of certain payment terms and a belowketinterest rate reduction on the portio
the loan which exceeded 80% of the loan to valtie.rihe second largest troubled debt restructioad is a commercial business loan sec
by business assets and included the modificatiocedfin payment terms to extend the loan amoiizgieriod and a below market inte
rate reduction.

Potential Problem Loan. We classify certain loans as “special mentiorsulfstandard”, or “doubtful’pased on criteria consistent w
guidelines provided by our banking regulators. Riéé problem loans represent loans that are ctiyrgrerforming, but for which know
information about possible credit problems of teiated borrowers causes management to have dasilsthe ability of such borrowers
comply with the present loan repayment terms anithwimay result in disclosure of such loans as ndopming at some time in the futu
These loans are not included in the amounts of ceynal or restructured loans presented above. Waotapredict the extent to whi
economic conditions or other factors may impactrdwers and the potential problem loans. Accordingigre can be no assurance that «
loans will not become 90 days or more past dugplbeed on nonaccrual, become restructured, or reduéreased allowance coverage
provision for loan losses. We have identified apprately $9.3 million in potential problem loans Bécember 31, 2014. Potential prob
loans are assessed for loss exposure using thedsetlescribed in Note 7 to our Consolidated Firdrigfatements under the captiddrédit
Quality Indicators”.
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We expect the levels of ngrerforming assets and potential problem loansuctdlate in response to changing economic and medketitions
and the relative sizes of the respective loan plod, along with our degree of success in resglyinoblem assets. We take a proac
approach with respect to the identification andhgson of problem loans. However, given the cutrstate of the U.S. economy and, n
specifically, the real estate market, the levat@f-performing assets may increase in future pseriod

Allowance for Loan Losses

Establishing an appropriate level of allowance Ifman losses, necessarily involves a high degrepidgment. We use a methodology
systematically measure the amount of estimated loas exposure inherent in our loan portfolio fargoses of establishing a suffici
allowance for loan losses. We evaluate the adeqohtye allowance at least quarterly, and in deieimg our allowance for loan losses,
estimate losses on specific loans, or groups afdpahere the probable loss can be identified eadanably determined. The balance of
allowance for loan losses is based on internalsigagd risk classifications of loans, historicahroloss rates and subsequent recowv
changes in the nature of the loan portfolio, ougrattfolio quality, industry concentrations, dejurency trends, current economic factors
the estimated impact of current economic conditiomsertain historical loan loss rates. See aduifidiscussion regarding our allowance
loan losses under the caption “— Critical Accougti*olicies and Estimates”.

Our allowance for loan losses is our best estimétihe probable loan losses inherent in our loartfpl@® as of the balance sheet date.
allowance is increased by provisions charged tniegs and by recoveries of amounts previously drduaff, and is reduced by chargfs or
loans.

Our general practice is to identify problem credigsly and recognize full or partial chargis as promptly as practicable when it is detest
that it is probable that the loan will not be repaiccording to its original contractual terms, imhg principal and interest. Full or par
chargeeffs on collateral dependent impaired loans aregeized when the collateral is deemed to be ingefit to support the carrying va
of the loan. We do not recognize a recovery whenptated appraisal indicates a subsequent incieasdue of the collateral.

Our chargesff policies, which comply with standards estab#idhby our banking regulators, are consistently iagpirom period to perio
Charge-offs are recorded on a monthly basis, agiied. Partially chargedff loans continue to be evaluated on a monthlysbaisd addition:
charge-offs or loan loss provisions may be recoatethe remaining loan balance based on the sateear

The estimation of loan loss exposure inherent in loan portfolio includes, among other proceduidsntification of loss allocations f
individual loans deemed to be impaired in accordamith GAAP, and loss allocation factors for niampaired loans based on Peer bank
historical loss experience, credit grade, delingyefactors and other similar credit quality indimat, adjusted for qualitative factors.
periodically reassess and revise the loss allatdaotors used in the assignment of loss exposurgppropriately reflect our analysis
migrational loss experience. We analyze historiess experience in the various portfolios over qeisideemed to be relevant to the inhe
risk of loss in the respective portfolios as of badance sheet date. Revisions to loss allocasiotofs are not retroactively applied.

The methodology we use to measure the amount iofigsid loan loss exposure includes an analysisdividual loans deemed to be impail
Impaired loans are loans for which it is probabiat twve will not be able to collect all amounts @dgeording to the contractual terms of the
agreements and all loans restructured in a troublielot restructuring. Impaired loans do not includege groups of smalldralanc
homogeneous loans that are collectively evaluatedinipairment, which consist of most residentialrtgage loans and consumer loi
Impairment is measured on a discounted cash flothadebased upon the loan’s contractual effectiver@st rate, or at the loanbbservabl
market price, or if the loan is collateral deperidan the fair value of the collateral less costsell. For collateral dependent loans, we
adjust appraised values to reflect estimated masdele declines or apply other discounts to appdhislues for unobservable factors resu
from our knowledge of circumstances associated thighproperty.

69



The following table presents the activity in ouoalance for loan losses and related ratios:

December 31,

(Dollarsin thousands) 2014 2013 2012 2011 2010
Balance at beginning of peri $ 8,38 % 7,941 % 6,42t 3 544C % 4,38(
Chargeoffs:
Residential real esta - - (267) - -
Commercial real esta - (16€) - - -
Constructior (200 - (6C) (84) (2549)
Home equity - - - - -
Consumer 3) (4) (5) - (6)
Total charge-offs (103) (170 (326) (84) (260)
Recoveries
Consume 42~ 26 21 20 9
Commercial Business 4 - - - -
Total recoveries 42¢€ 26 21 20 9
Net (recoveries) char-offs (326) 144 30t 64 251
Provision charged to earnings 2,152 58E 1,821 1,04¢ 1,311
Balance at end of period $ 10,.86( $ 8,38 $ 7,941 % 6,428 % 5,44(
Net (recoveries) char-offs to average loans (0.0%)% 0.03% 0.07% 0.02% 0.09%
Allowance for loan losses to total loans 1.17% 1.32% 1.5(% 1.74% 1.87%

At December 31, 2014, our allowance for loan lossas $10.9 million and represented 1.17% of tatahs, compared to $8.4 million ¢
1.33% of total loans, at December 31, 2013. Thdirdem the ratio of allowance for loan lossesdtat loans is driven by loans acquired fi
the Quinnipiac bank acquisition that were recordethir value with no carryover of the related alémce for loan losses. For the years e
December 31, 2014, 2013 and 2012, the provisioroan losses charged to earnings totaled $2.2amjli$585 thousand and $1.8 milli
respectively. Net recoveries for the year endedebder 31, 2014 were $326 thousand and represer®880of average loans, prima
reflecting a recovery on a consumer loan. For ¢ ynded December 31, 2013, net chaffewere $144 thousand and represented 0.0:
average loans, primarily reflecting a charge-offoargated with an impaired commercial real estae khat was paid off.

The carrying amount of total impaired loans at Delger 31, 2014 was $8.3 million and consisted ab®mercial business loans, 5 comme!
real estate loans, 1 residential real estate loanlahome equity loan. This compares to a carrgmgunt of $3.7 million for total impair
loans at December 31, 2013. The amount of allowdocdoan losses related to impaired loans was $&8isand and $145 thouse
respectively, at December 31, 2014 and 2013.
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The following tables present the allocation of #flewance for loan losses and the percentage sétloans to total loans. The allocation be
is neither indicative of the specific amounts @ than categories in which future chaafés may occur, nor is it an indicator of any figdos:
trends. The allocation of the allowance to eachgmty does not restrict the use of the allowan@btmrb any losses in any category.

At December 31,

2014 2013 2012
Percent of Percent of Percent of
Loan Loan Loan

(Dollarsin thousands) Amount Portfolio Amount Portfolio Amount Portfolio
Residential real esta $ 1,431 18.8%% $ 1,31¢ 24.6¢% $ 1,23( 27.2%%
Commercial real esta 5,48( 56.0¢ 3,61¢ 49.9¢ 3,84z 53.7:
Constructior 1,10z 6.8C 1,03¢ 8.1t 92¢ 6.2t
Home equity 20¢E 1.9¢ 19C 2.14 22C 2.0¢
Commercial busines 2,63¢ 16.0¢ 2,22¢ 14.9¢ 1,71¢ 10.71
Consume 4 0.31 9 0.1z 2 0.01
Unallocated - - - - - -

Total allowance for loan losses $ 10,86( 100.0006 $ 8,38¢ 100.0% $ 7,941 100.0(%

At December 31,
2011 2010
Percent of Percent of
Loan Loan

(Dollarsin thousands) Amount Portfolio Amount Portfolio
Residential real esta $ 1,29( 28.31% $ 1,05: 36.0¢%
Commercial real esta 2,51¢ 47.1( 1,80¢ 38.5¢
Constructior 1,007 10.9¢ 951 13.2C
Home equity 274 4.01 31z 5.77
Commercial busines 1,31 9.4¢ 744 6.14
Consume 11 0.0¢ 20 0.2z
Unallocated 7 - 55¢ -

Total allowance for loan losses $ 6,42¢ 100.006 $ 5,44( 100.0(%

The allocation of the allowance for loan losseDatember 31, 2014 reflects our assessment of crisklitand probable loss within e:
portfolio. We believe that the level of the allowarfor loan losses at December 31, 2014 is ap@iapio cover probable losses.
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Investment Securities

We manage our investment securities portfolio tovigle a readily available source of liquidity foalance sheet management, to gen
interest income and to implement interest rate msikagement strategies. Investment securitiesesmigrthted as either available-fale, hel

to maturity or trading at the time of purchase. #denot currently maintain a portfolio of tradingceeities. Investment securities available-for
sale may be sold in response to changes in maokelitions, prepayment risk, rate fluctuations, iity, or capital requirements. Investm
securities available-fosale are reported at fair value, with any unredligains and losses excluded from earnings and texpas a separ:
component of shareholders’ equity, net of tax,luetlized. Investment securities held to matuaity reported at amortized cost.

The amortized cost and fair value of investments#es as of the dates indicated are presentéukifollowing table:

December 31

2014 2013 2012
Amortized Fair Amortized Fair Amortized Fair

(In thousands) Cost Value Cost Value Cost Value
Securities available for sal

U.S Government and agency

obligations $ 2455 $ 24,41¢ % 5997 $ 568t $ 5997 $ 6,00t

State agency and municipal

obligations 17,79° 18,58« 11,60: 12,13: 17,03¢ 18,53:

Corporate bond 16,03t 16,32¢ 9,16¢ 9,56¢ 13,68 14,55¢

Government mortgage-backed

securities 5,56 5,68 1,13 1,211 1,872 1,96¢

Total securities available for sale $ 63,95 $ 65,00¢ $ 27,90 $ 28,597 $ 38,58¢ $ 41,05¢

Securities held to maturit
U.S Government and agency

obligations $ 1,01C $ 1,01C $ 1,021 $ 1,01¢ $ - $ =

State agency and municipal

obligations 9,17¢ 9,17¢ 11,46 11,46: 3,90: 3,90:

Corporate bond 1,00(C 98t 1,00(¢ 973 1,00¢ 904

Government mortgage-backed

securities 26E 29¢€ 334 362 451 48t
Total securities held to maturity $ 11,45 $ 11,47C $ 13,81t $ 13,81F $ 535/ $ 5,297

At December 31, 2014, the carrying value of ourestinent securities portfolio totaled $76.5 milliand represented 7% of total as:
compared to $42.4 million and 5% of total assetBetember 31, 2013. This increase of $34.1 millmm80%, primarily reflects purcha:
outpacing maturities. There were no Sales of abkgitéor-sale securities during the year ended Déezil, 2014.

The net unrealized gain position on our investnpamtfolio at December 31, 2014 and 2013 was $1lliomiand $695 thousand, respecti
and included gross unrealized losses of $290 tmolisend $349 thousand, respectively, as of DecerBher2014 and 2013. The gr
unrealized losses at December 31, 2014 and 2018 w@mcentrated in U.S. Government and agency didiga reflecting interest re
fluctuation. At December 31, 2014, we determineat there had been no deterioration in credit qualibsequent to purchase and believe:
all unrealized losses are temporary. All of ourgstvnent securities are investment grade.
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The following tables summarize the amortized cost weighted average yield of debt securities in iouestment securities portfolio as
December 31, 2014 and 2013, based on remainingdptwicontractual maturity. Information for mortgauacked securities is based on
final contractual maturity dates without considgriepayments and prepayments.

At December 31, 201 Due Within 1 Year Due 1- 5 Years Due 5- 10 Years Due After 10 Years
(In thousands) Amortized Cost Yield Amortized Cost Yield Amortized Cost Yield Amortized Cost Yield
Securities available for sal
U.S Government and
agency obligation $ 497 2.2%$ 3,99¢ 1.4%$ 17,058 25% % 3,00¢  2.5%
State agency and

municipal obligation: - - - - 9,297 3.1: 8,50 3.8t
Corporate bond 5,76¢  1.77 4,15( 4.2¢ 6,121 2.3¢ - -
Government mortgage-
backed securities - - 99 2.64 - - 5,46¢ 2.3¢
Total securities
available for sale $ 6,261 181%n$ 8,247 281%$ 32,47 2.66%$ 16,97 3.1%

Securities held to maturit
U.S Government and
agency obligation $ 1,01C 02%$ - -%$ - -%$ - -%
State agency and

municipal obligation: - - - - - - 9,17¢ 4.5
Corporate bond - - - - 1,000 2.6¢ - -
Government mortgage-

backed securities - - - - - - 265 5.0¢

Total securities held to

maturity $ 1,01 0.21%$ - -% $ 1,000 2.6%$ 9,44¢  4.52%
At December 31, 2013 Due Within 1 Year Due 1 -5 Years Due 5- 10 Years Due After 10 Years
(In thousands) Amortized Cost Yield Amortized Cost Yield Amortized Cost Yield Amortized Cost Yield

Securities available for sal
U.S Government and
agency obligation $ - -%$ 1,000 12%$% 4997 151%%$ - -%
State agency and

municipal obligation: - - - - 3,128 4.07 8,48( 4.2
Corporate bond - - 9,16¢ 4.2¢ - - - -
Government mortgage-

backed securities - - - - - - 1,137 5.2¢

Total securities

available for sale $ - -%$ 10,16¢ 3.9% $ 8,12: 24%%$ 9,61 4.32%

Securities held to maturit
U.S Government and
agency obligation $ - -%$ 1,021 13%$ - -%$ - -%
State agency and

municipal obligation: - - - - - - 11,46.  4.5C
Corporate bond - - - - 1,000 2.9C - -
Government mortgage-
backed securities - - - - - - 334 5.5
Total securities held to
maturity $ - -%$ 1,021 1.38%$ 1,000 2.9(%$ 11,798 4.59%

Bank Owned Life Insurance or BOLI

BOLI amounted to $23.0 million as of December 3114 reflecting our purchase of $10.0 million ard@$ million in life insurance covera
in the fourth quarter of 2013 and the third quaotfe2014, respectively. The purchase of life insgepolicies results in an inconarning ass
on our consolidated balance sheet that provideghhotaxSfree income to us and also provides a means tgabdiincreasing employee ber
costs. We expect to benefit from the BOLI contraatsa result of the tafkee growth in cash surrender value and death hernbfat ar
expected to be generated over time. BOLI is indutieour Consolidated Balance Sheets at its casfersiler value. Increases in the ¢
surrender value are reported as a component ohtevast income in our Consolidated Statementscfrire.
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Deposit Activities and Other Sources of Funds

Our sources of funds include deposits, brokeretificates of deposit, FHLBB borrowings and proce&dsn the sales, maturities and paym
of loans and investment securities. Total deposjtsesented 76% of our total assets at Decembe&(034, While scheduled loan and secur
repayments are a relatively stable source of fuluds) and investment security prepayments and deipfisws are influenced by prevailil
interest rates and local economic conditions aedrdrerently uncertain.

Deposits

We offer a wide variety of deposit products andcesato consumer and business customers consisténtFRIC regulations. Our pricit
committee meets regularly to determine pricing eratketing initiatives. In addition to being an inmfamt source of funding for us, depo
also provide an ongoing stream of fee revenue.

We participate in the Certificate of Deposit Accolregistry Service, or CDARS, program. We use CDARS®lace customer funds i
certificate of deposit accounts issued by othetigpating banks. These transactions occur in ansotivat are less than FDIC insurance li

to ensure that deposit customers are eligible RICFnsurance on the full amount of their depodRsciprocal amounts of deposits are rece
from other participating banks that do the samé wikir customer deposits, and, to a lesser extengllso execute ongay buy transaction
CDARS deposits are considered to be brokered dspfmsi bank regulatory purposes. We consider tligprecal deposit balances to be in
market deposits as distinguished from traditionataf-market brokered deposits.

Time deposits may also be generated through thefusdisting service. We subscribe to a listingvgme, accessible to financial institutions
which we may advertise our time deposit rates icharge for a set subscription fee. Interested &igdiinstitutions then contact us directly
acquire a time certificate of deposit. There ighiicd party brokerage service involved in this gaction.

The following table sets forth the composition af deposits for the dates indicated:

At December 31,

2014 2013

Weighted Weighted

Average Average
(Dollarsin thousands) Amount Percent Rate Amount Percent Rate
Noninteres-bearing deman $ 166,03( 19.87% -% $ 118,61¢ 17.9% -%
NOW 60,32: 7.2% 0.11 73,65: 11.1z 0.1Z
Money Markel 216,18( 25.8¢ 0.4¢€ 164,57¢ 24.8¢ 0.4t
Savings 84,45] 10.11 0.3: 107,69: 16.2¢ 0.4¢€
Time 308,45: 36.97 0.8¢ 197,00 29.7¢ 0.72

Total Deposits $ 835,43¢ 100.0(% 0.5¢% $ 661,54! 100.0% 0.42%
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2012

Weighted

Average
(Dollarsin thousands) Amount Percent Rate
Noninteres-bearing deman $ 78,12( 16.91% -%
NOW 33,72: 7.3C 0.14
Money Market 94,09( 20.3¢ 0.6¢
Savings 136,10: 29.4t 0.82
Time 120,04¢ 25.9¢ 0.71

Total Deposits $ 462,08 100.0(% 0.5€9%

Total deposits were $835.4 million at DecemberZ114, an increase of $173.9 million, or 26%, frdra year ended December 31, 2013
the total increase, $100.6 million, or 58%, wasilaitable to deposits acquired as a result of thenQpiac Bank and Trust Compe
acquisition.

Time deposits, excluding CDARS, increased by $6dilion, or 39%, from yeaend 2013, reflecting time deposits acquired froninQipiac
Bank and Trust Company. Time deposits, excludingABB were $232.4 million at December 31, 2014 comgdo the December 31, 2(
balance of $167.4 million and CDARS deposits weré.$ million at December 31, 2014 compared to $28il6on at December 31, 201
Reciprocal customer deposits comprised $25.9 millow 35%, of our total CDARS balance at Decemtiger2B14.

During 2014, money market accounts increased $5ili®n, or 31%, reflecting promotions for our prermm money market accounts includ
an attractive guaranteed rate for six months. Nenestbearing demand deposits grew by $47.4 million,@¥4and NOW accounts decres
$13.3 million, or 18% due to customer withdrawalgpacing new deposits. Savings accounts were $8#libn at December 31, 2014, do
by $23.2 million, or 22%, from December 31, 2013.

At December 31, 2014 and 2013, time deposits andRE) with a denomination of $100 thousand or moteléd $239.8 million and $15(
million, respectively, maturing during the peridddicated in the table below:

December 31

(Dollarsin thousands) 2014 2013
Maturing:
Within 3 months $ 47,91t $ 71,22:
After 3 but within 6 month 49,51 22,23t
After 6 months but within 1 yee 92,50: 40,20:
After 1 year 49,88t 17,15:
Total $ 239,81t $ 150,81.
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The Bank is a member of the FHLBB, which is paradivelve district Federal Home Loan Bank Systeraniders are required to own cay
stock of the FHLBB, and borrowings are collatemdizby qualifying assets not otherwise pledged ¢guadly singlefamily residentie
mortgage loans and securities). The maximum amofuctedit that the FHLBB will extend varies fronmt to time, depending on its polic
and the amount of qualifying collateral the memtzar pledge. The Bank had satisfied its collatergqlirement at December 31, 2014.

We utilize advances from the FHLBB as part of ouerall funding strategy and to meet shientm liquidity needs. Total FHLBB advan:
were $129.0 million at December 31, 2014 compaoe$i44.0 million at December 31, 2013. The increafs$85.0 million reflects increas
demand for FHLBB borrowings to meet short termilitiy needs.

Advances payable to the FHLBB include sherm advances with original maturity dates of oearyor less. The following table sets f
certain information concerning short-term FHLBB adwges as of and for the periods indicated in tHeviing table:

(Dollarsin thousands) Year Ended December 31

As of and for the period ending: 2014 2013 2012
Averageamount outstanding during the per $ 37,12¢ % 39,167 $ 29,25(
Amount outstanding at end of peri 107,00( 12,00( 51,00(
Highestmonth end balance during the per 107,00( 60,00( 51,00(
Weightedaverage interest rate at end of pel 0.2¢% 0.41% 0.21%
Weighted average interest rate during the period 0.2:% 0.2&% 0.22%

Derivative Instruments

The Company uses interest rate swap instrumentix the interest rate on its FHLB borrowings, afl which are designated as cash f
hedges. The hedge strategy converts the LIBOR hagedf interest on certain FHLB advances to fikgdrest rates, thereby protecting
Bank from floating interest rate variability. At Bember 31, 2014, the Company held derivative fir@riostruments with a total notior
amount of $50 million.

Information about derivative instruments at Decentide 2014 was as follows:

Notional Fair
(Dollars in thousands Amount Maturity Receivec Paid Value
Cash flow hedge:
Interest rate swap on FHLB advar $ 25,000 4.7 years 0.2€% 1.62% $ (73
Interest rate swap on forwa-starting FHLB advanc $ 25,000 5.0 years 0.2€% 1.87% $ (113

Liquidity and Capital Resources
Liquidity Managemer

Liquidity is defined as the ability to generatefsi€nt cash flows to meet all present and futuneding requirements at reasonable costs
primary source of liquidity is deposits. While agenerally preferred funding strategy isatitract and retain low cost deposits, our abilitylt
so is affected by competitive interest rates amthgein the marketplace. Other sources of fundirguife discretionary use of purcha
liabilities (e.g., FHLBB term advances and otherrbaings), cash flows from our investment secusitirtfolios, loan repayments ¢
earnings. Investment securities designated asadlaifor-sale may also be sold in response to ghort or long-term liquidity needs.
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Our and the Bank’s liquidity positions are monitbiaily by management. The Basloard of directors has authorized our ALCO, a8
for the Bank’s board of directors. ALCO establisigegdelines to ensure maintenance of prudent lexfdiguidity. ALCO reports to the Bang’
board of directors, as well as our board of direxcto

The Bank has a detailed liquidity funding policydaa contingency funding plan that provide for thienppt and comprehensive respons
unexpected demands for liquidity. We employ a stiesting methodology to estimate needs for coatihdunding that could result frc
unexpected outflows of funds in excess of “busiressisual'cash flows. The Bank has established collateral@dowing capacity with tf
Bankers’ Bank Northeast and also maintains additional oafdized borrowing capacity with the FHLBB in exsesf levels used in tl
ordinary course of business. Our sources of liquidiclude cash, unpledged investment securitiestowings from the FHLBB and t
brokered deposit market. At December 31, 2014 liquidity sources totaled $578.7 million and repmeted 53% of total assets, compare
$424.1 million and 54% of total assets at Decer3ie2013 and $194.0 million and 32% of total asaef3ecember 31, 2012.

Capital Resources

Total shareholders2quity was $129.2 million at December 31, 2014, pared to $69.5 million at December 31, 2013. The. B%nillion, ol
86%, increase is primarily a result of the appratiely $45 million net raised in the IPO and fronags issued as a result of the Quinni
Bank and Trust Company acquisition. The ratio ¢dltequity to total assets was 11.75% at DecembefB14, which compares to 8.91%
December 31, 2013. Tangible book value per comrharesat December 31, 2014 and 2013 was $16.35Hnd6} respectively.

The Bank is subject to various regulatory capiggjuirements administered by the federal banking@ge. Failure to meet minimum cap
requirements can initiate certain mandatory andiptsadditional discretionary actions by regulattinat, if undertaken, could have a di
material effect on the Compamsyfinancial statements. Under capital adequacysdljniels and the regulatory framework for prompt ective
action, the Bank must meet specific capital gurdsdithat involve quantitative measures of the asabilities, and certain off-balanshee
items as calculated under regulatory accountingtipes. The capital amounts and classificationatse subject to qualitative judgments by
regulators about components, risk weightings, @hdrdactors.

Quantitative measures established by regulatioengure capital adequacy require the Bank to maimanimum amounts and ratios of tc
and Tier 1 capital to riskreighted assets and of Tier 1 capital to averagetasas defined by regulation. At December 3142601e Bank m¢
all capital adequacy requirements to which it wasject and exceeded the regulatory minimum cafstadls to be considered welpitalize:
under the regulatory framework for prompt correetaction. At December 31, 2014, the Bank’s ratitotdl capital to riskweighted assets w
13.55%, Tier 1 capital to risk-weighted assets 4#g7% and Tier 1 capital to average assets wad2%l.
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In 2011, we elected to participate in the TreasuBhall Business Lending Fund Program, or SBLF.SBEF is a $30 billion fund establist
under the Small Business Jobs Act of 2010 to eragmitending to small businesses by providing Ti@apital to qualified community bar
with assets of less than $10 billion. The SBLF fagdexpanded our ability to lend to small businsssehich will in turn help stimulate t
economy and promote job growth.

On August 4, 2011, the Treasury approved our redaaspay the Treasury’preferred stock investment through participatiothe SBLF. W
sold 10,980 shares of Senior NGumulative Perpetual Preferred Stock, Series (hamosalue, or Series C Preferred Stock, havingudatior
preference of $1,000 per preferred share, to tleasury and simultaneously repurchased all of theSé Preferred Stock and Serie
Preferred Stock sold to the Treasury in 2009. Taesaction resulted in net capital proceeds tof B ® million, of which at least 90% w
invested in the Banks as Tier 1 Capital.

Our shareholders are entitled to dividends when iamtkclared by our board of directors out of furldgally available. Connecticut i
prohibits us from paying cash dividends except fiaum net profits, which are defined by state s&#tuThe payment of dividends is subjet
additional restrictions in connection with our ®eriC Preferred Stock. In the years ended Decenihe2(@4, 2013 and 2012, we paid ¢
dividends on our Series C Preferred Stock of $hbligand, $111 thousand and $132 thousand, resglgctio date, we have not declarei
paid dividends on our common stock. We did not relpase any of our common stock during the yeare@mkcember 31, 2014, 2013
2012.

Contractual Obligations

The following table summarizes our contractual gdions to make future payments as of Decembe?2@®4. Payments for borrowings do
include interest. Payments related to leases aedban actual payments specified in the underlgorgracts.

(in thousands) Payments Due by Perioc
Less Than 1-3 4-5 After
Contractual Obligations: Total 1 Year Years Years 5 Years
FHLB advance: $ 129,000 $ 109,000 $ 20,00C $ - 3 =
Operating lease agreeme 9,28¢ 1,78¢ 2,92¢ 1,63¢ 2,93¢
Time deposits with stated maturity dates 308,45: 244,67 44,11¢ 19,65¢ -
Total contractual obligations $ 446,73 % 355,46. $ 67,04¢ $ 21,29: $ 2,93¢

Off-Balance Sheet Instruments

In the normal course of business, we are a paffipamcial instruments with offlalance sheet risk to meet the financing needsio€astomer:
These financial instruments include commitmentgxtend credit and involve, to varying degrees, eleis of credit and interest rate risl
excess of the amounts recognized in the finanta¢ents. The contractual amounts of these insintsreflect the extent of involvement
have in particular classes of financial instruments

We enter into contractual commitments to extendlitreormally with fixed expiration dates or terration clauses, at specified rates anc
specific purposes. Substantially all of the Bankbmmitments to extend credit are contingent upastomers maintaining specific cre
standards at the time of loan funding. The Bankimmizes its exposure to loss under these commitm@ntubjecting them to credit appro
and monitoring procedures.
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Commitments to extend credit totaled $156.4 millaodd $117.9 million, respectively at December 311£2and 2013. The following tal
summarizes our commitments to extend credit aketiates indicated. Since commitments associatdetiers of credit and commitment:
extend credit may expire unused, the amounts shdwnot necessarily reflect the actual future casfdihg requirements. We manage
liquidity in light of the aggregate amounts of coitments to extend credit and outstanding standtigrke of credit in effect from time to tir
to ensure that we will have adequate sources oidity to fund such commitments and honor draftdarsuch letters of credit.

As of December 31, 2014

(in thousands) Amount of Commitment Expiration per Period
Less Than 1-3 4-5 After
Other Commitments: Total 1 Year Years Years 5 Years
Loan Commitment $ 83,01 $ 52,37 % 14,79: % 2,55¢ $ 13,29¢
Undisbursed construction loa 61,09t 9,21¢ 11,10¢ - 40,77:
Unused home equity lines of credit 12,34( 13¢ 79¢ 781 10,62:
Total other commitments $ 156,44¢ $ 61,72¢ $ 26,69: $ 3,331 $ 64,69
As of December 31, 2013
(in thousands) Amount of Commitment Expiration per Period
Less Than 1-3 4-5 After
Other Commitments: Total 1 Year Years Years 5 Years
Loan Commitment $ 61,63 $ 3523t $ 752¢ % 5261 $ 13,60:
Undisbursed construction loa 44,67( 7,61: 6,60( - 30,45°
Unused home equity lines of credit 11,57¢ 14: 823 1,061 9,54¢
Total other commitments $ 117,87¢  $ 4299: $ 1495, $ 6,32¢ $ 53,60"

Recently Issued Accounting Pronouncements

See Note 1 to our Consolidated Financial Statenfentdetails of recently issued accounting pron@ments and their expected impact on out
financial statements.

Item 7a. Quantitative and Qualitative Disclosurd®it Market Risk
Asset/Liability Management and Interest Rate Risk

An effective asset/liability management process tnhadance the risks and rewards from both short langterm interest rate risks
determining management strategy and action. Our @li&xilitates and manages this process with th@amy goal of maximizing net incor
and net economic value over time in changing irsterate environments, subject to board of direefmuroved risk limits. ALCO regulai
reviews various earnings at risk scenarios for gharin rates, as well as longer-term earningskgtieater than five years.

The principal strategies we use to manage inteetstrisk include (i) emphasizing the originatigirchase and retention of adjustable
loans, and the origination and purchase of loarth wiaturities matched with those of the depositd barrowings funding the loans,

investing in debt securities with relatively shamtturities and/or average lives and (iii) classifyia significant portion of its investm
portfolio as available for sale so as to provid#figent flexibility in liquidity management. By austrategy of limiting the Bank’risk to risin
interest rates, we are also limiting the benefiadifng interest rates.
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We measure interest rate risk using simulationyamato calculate earnings and equity at risk. €hésk measures are quantified using
simulation software from one of the leading firmghe field of asset/liability modeling. Key assuiops relate to the behavior of interest rates
and spreads, prepayment speeds and the run-offpoflsits. From such simulations, interest rate oskiRR, is quantified and appropriate
strategies are formulated and implemented. We neahRig by using two primary risk measurement techesq simulation of net interest
income and simulation of economic value of equityese two measurements are complementary and prbuith short-term and long-term
risk profiles for us. Because income simulatiorsua®e that our balance sheet will remain static tvesimulation horizon, the results do not
reflect adjustments in strategy that ALCO could lempent in response to rate shifts.

We use net interest income at risk simulation tasnee the sensitivity of net interest income tonges in market rates over a forward twelve
month period. This simulation captures underlyimgdoict behaviors, such as asset and liability capgi dates, balloon dates, interest
indices and spreads, rate caps and floors, asasaither behavioral attributes. The simulation effinterest income also requires a numb
key assumptions such as: (i) future balance sh@eme and mix assumptions that are management jedignbased on estimates and histc
experience; (ii) prepayment projections for loand aecurities that are projected under each irttea¢s scenario using internal and exte
mortgage analytics; (iii) new business loan ratest tare based on recent new business originatiperience; and (iv) deposit prici
assumptions that are based on Office of the Corigtrof the Currency, or OCC, guidelines for nonturdy deposits reflecting the Bark’
limited history and management judgment. Combitileelse assumptions can be inherently uncertainaaradresult, actual results may di
from simulation forecasts due to the timing, magié and frequency of interest rate changes, fubwsness conditions, as well
unanticipated changes in management strategies.

We use two sets of standard scenarios to meastiiateest income at risk. For the “core” scenaraie changes are ramped over a twelv
month horizon based upon a parallel yield curvét simnd then maintained at those levels over theameder of the simulation horizon. Pare
shock scenarios assume instantaneous parallel nemienm the yield curve compared to a flat yieldveuscenario. Simulation analy
involves projecting a future balance sheet strgcturd interest income and expense under the varddeiscenarios. Internal policy regarc
internal rate risk simulations currently specifibat for instantaneous parallel shifts of the yieldve, estimated net income at risk for
subsequent ongear period should not decline by more than: 6%afa00 basis point shift; 12% for a 200 basis psinitt; and 18% for a 3(
basis point shift.

The following tables set forth the estimated petaga change in our net interest income at risk oneryear simulation periods beginning
December 31, 2014 and 2013:

Parallel Ramp Estimated Percent Change
in Net Interest Income

At December 31,

Rate Changes (basis points 2014 2013

-100 (0.95% (0.79%
+200 (4.00 (3.69)
Parallel Shock Estimated Percent Change

in Net Interest Income
At December 31,

Rate Changes (basis points 2014 2013

-100 (3.26% (1.99%
+100 (3.09) (3.19¢
+200 (5.6)) (5.99
+300 (9.00) (10.20
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The net interest income at risk simulation resulticate that as of December 31, 2014, we remaliliiy sensitive. The liability sensitivity
due to the expansion in the balance sheet duetQtinnipiac Bank and Trust acquisition and thetamdof short-term FHLB advances .

We conduct economic value of equity at risk simalain tandem with net interest income simulaticiesascertain a longer term view of
interest rate risk position by capturing longemteepricing risk and options risk embedded in the badasheet. It measures the sensitivit
economic value of equity to changes in interestsaEconomic value of equity at risk simulationues only the current balance sheet and
not incorporate the growth assumptions used inntesimulation. As with the net interest income datian, this simulation captures prod
characteristics such as loan resets, repricingstermaturity dates, rate caps and floors. Key assomgpinclude loan prepayment spe:
deposit pricing elasticity and nanaturity deposit attrition rates. These assumptizanrs have significant impacts on valuation resatisthi
assumptions remain in effect for the entire lifeeath asset and liability. We conduct moaturity deposit behavior studies on a periodidd
to support deposit assumptions used in the valuatiocess. All key assumptions are subject to gierreview.

Base case economic value of equity at risk is ¢atled by estimating the net present value of alirs cash flows from existing assets
liabilities using current interest rates. The beasse scenario assumes that future interest ratesnmeinchanged.

The following table sets forth the estimated petaga change in our economic value of equity at @skuming various shifts in interest rates:

Parallel Shock Estimated Percent Change
in Economic Value of Equity
At December 31,

Rate Changes (basis points 2014 2013

-100 (0.50% (4.30%
+100 (8.50 (9.30)
+200 (18.20 (20.10
+300 (26.90 (29.20)

While ALCO reviews and updates simulation assunmgtiand also periodically bad&sts the simulation results to ensure that thenaggon:
are reasonable and current, income simulation roaglways prove to be an accurate indicator ofr@derate risk or future net interest mar
Over time, the repricing, maturity and prepaymedrdracteristics of financial instruments and the position of our balance sheet may che
to a different degree than estimated. Simulatiomeling assumes a static balance sheet, with thepéiro of certain modeled deposit 1
shifts from low-cost core savings deposits to higtwst time deposits in rising rate scenarios aschatove. Due to the low current leve
market interest rates, the banking industry hagespced relatively strong growth in low-cost FDGured core savings deposits over the
several years. ALCO recognizes that a portion ef¢hincreased levels of loswst balances could shift into higher yielding rad&gives in th
future, particularly if interest rates rise andcasfidence in financial markets strengthens, argirhadeled increased amounts of deposit ¢
out of these low-cost categories into higher-ctistiaatives in the rising rate simulation scenagossented above.
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It should be noted that the static balance sheetagtion does not necessarily reflect our expextdbr future balance sheet growth, which
function of the business environment and custonarabior. Another significant simulation assumptisnthe sensitivity of core savin
deposits to fluctuations in interest rates. Incasmaulation results assume that changes in both savings deposit rates and balance:
related to changes in short-term interest ratee d$sumed relationship between shentn interest rate changes and core deposit ral
balance changes used in income simulation mayrdiféen ALCO'’s estimates. Lastly, mortgagecked securities and mortgage loans invo
level of risk that unforeseen changes in prepaympaeds may cause related cash flows to vary mignify in differing rate environmen
Such changes could affect the level of reinvestrrisktassociated with cash flow from these instroteeas well as their market value. Cha
in prepayment speeds could also increase or dectkasaamortization of premium or accretion of disus related to such instruments, the
affecting interest income.

Impact of Inflation

Our financial statements and related data containgtlis annual report have been prepared in aecmel with GAAP, which require t
measure of financial position and operating resulterms of historic dollars, without consideridganges in the relative purchasing powe
money over time due to inflation.

Inflation generally increases the costs of funds eperating overhead, and to the extent loans et assets bear variable rates, the yiel(
such assets. Unlike most industrial companiesualit all of the assets and liabilities of a fineddnstitution are monetary in nature. A
result, interest rates generally have a more sagmif effect on the performance of a financial itnsibn than the effects of general level:
inflation. In addition, inflation affects a finaraiinstitution’s cost of goods and services purchased, the castiafies and benefits, occupa
expense and similar items. Inflation and relatenldases in interest rates generally decrease tHemalue of investments and loans held
may adversely affect liquidity, earnings and shaledérs’ equity.
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Item 8. Financial Statements and Supplementary
The financial statements and supplementary datarestby this item are presented in the order shbalaw:

Report of Independent Registered Public Accourféing

Consolidated Balance Sheets as of December 31,&01201:

Consolidated Statements of Income for the yearseimecember 31, 2014, 2013 and 2

Consolidated Statements of Comprehensive Incomthéoyears ended December 31, 2014, 2013 and
Consolidated Statements of Sharehol' Equity for the years ended December 31, 2014, 2032012
Consolidated Statements of Cash Flows for the yeraled December 31, 2014, 2013 and

Notes to Consolidated Financial Statemt

83



Report of Independent Registered Public AccourfEing

To the Board of Directors and Shareholders
Bankwell Financial Group, Inc. and Subsidiaries
New Canaan, Connectic

We have audited the accompanying consolidated balaheets of Bankwell Financial Group, Inc. andsRliaries (the “Company”as o
December 31, 2014 and 2013, and the related colasetl statements of income, comprehensive inconaeelsoldersequity, and cash flov
for each of the years in the three year period @rdecember 31, 2014. These consolidated finantaéments are the responsibility of
Company’s management. Our responsibility is to egpran opinion on these financial statements basedr audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamBioUnited States). Those stand.
require that we plan and perform the audit to ebta@asonable assurance about whether the finaptaggments are free of mate
misstatement. The Company is not required to havewere we engaged to perform, an audit of iteriral control over financial reportir
Our audits included consideration of internal cohtiver financial reporting as a basis for desigradit procedures that are appropriate il
circumstances, but not for the purpose of exprgsaimopinion on the effectiveness of the Compsairyternal control over financial reportii
Accordingly, we express no such opinion. An audiiudes examining, on a test basis, evidence stipgdhe amounts and disclosures in
consolidated financial statements. An audit alsoluitles assessing the accounting principles used sagrdficant estimates made
management, as well as evaluating the overall izrstatement presentation. We believe that oulitayprovide reasonable basis for
opinion.

In our opinion, the consolidated financial statetagrferred to above present fairly, in all mater@spects, the consolidated financial pos
of Bankwell Financial Group, Inc. and Subsidiadssof December 31, 2014 and 2013, and the consatidasults of their operations and t
cash flows for each of the years in the three peaiod ended December 31, 2014, in conformity \&itbounting principles generally accejf
in the United States of America.

/s! Whittlesey & Hadley, P.C.

Hartford Connecticut
March 13, 2015
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Bankwell Financial Group, Inc.
Consolidated Balance Sheets
(Dollars in thousands, except per share data)

ASSETS
Cash and due from ban
Held to maturity investment securities, at amodizest
Available for sale investment securities, at failue
Loans held for sal
Loans receivable (net of allowance for loan losfe®10,860 and $8,382 at December 31, 2014 and, 2!
respectively’
Foreclosed real esta
Accrued interest receivab
Federal Home Loan Bank stock, at c
Premises and equipment, |
Bank-owned life insuranc
Goodwill
Other intangible asse
Deferred income taxes, n
Other assets

Total assets

LIABILITIES AND SHAREHOLDERS ' EQUITY
Liabilities
Deposits
Noninterest bearing depos
Interest bearing deposits
Total deposit:

Advances from the Federal Home Loan B
Accrued expenses and other liabilities

Total liabilities
Commitments and contingencies (Note

Shareholder equity

Preferred stock, senior noncumulative perpetualeS€, no par; 10,980 shares issued at Decemh@032
and 2013, respectively; liquidation value of $1,p@0 shart

Common stock, no par value; 10,000,000 shares am#tth 7,185,482 and 3,876,393 shares issued at
December 31, 2014 and 2013, respecti'

Retained earning

Accumulated other comprehensive income

Total shareholders equity
Total liabilities and shareholders equity

See notes to consolidated financial statements
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December 31

2014 2013
48,55¢ $ 82,01:
11,45/ 13,81¢
65,00¢ 28,59'

58¢ 10C
915,98 621,83l
95( 82¢
3,328 2,36(
6,10¢ 4,83¢
11,91( 7,06(
23,02¢ 10,03:
2,58¢ -
84¢ 481
7,15¢ 5,84¢
2,02¢ 1,82
1,099,53. $ 779,61
166,03( $ 118,61
669,40! 542,92
835,43 661,54!
129,001 44,00(
5,88z 4,58¢
970,32: 710,13:
10,98( 10,98(
107,26! 52,10¢
10,43« 5,97¢
531 424
129,21( 69,48!
1,099,53. $ 779,61




Bankwell Financial Group, Inc.
Consolidated Statements of Income

(Dollars in thousands, except per share amounts)

Interest and dividend income

Interest and fees on loa

Interest and dividends on securit

Interest on cash and cash equivalents
Total interest income

Interest expense
Interest expense on depos
Interest on borrowings

Total interest expense

Net interest income

Provision for loan losses
Net interest income after provision for loan losse

Noninterest income

Gains and fees from sales of lo:

Gain on bargain purcha

Net gain (loss) on sale of available for sale séesi
Service charges and fe

Bank owned life insuranc

Gain on sale of foreclosed real estate,

Other

Total noninterest income

Noninterest expense
Salaries and employee bene
Occupancy and equipme
Merger and acquisition related expen
Data processin

Professional service
Marketing

Director fees

FDIC insurance

Amortization of intangible:
Foreclosed real estes

Other

Total noninterest expense
Income before income tax expens
Income tax expense

Net income
Net income attributable to common shareholder:

Earnings Per Common Share:
Basic
Diluted

Weighted Average Common Shares Outstanc
Basic
Diluted

Year Ended December 3

2014 2013 2012
33,40¢ 26,59¢ 22,32¢
2,05: 1,40¢ 2,03:
12¢ 84 35
35,58¢ 28,09. 24,39
3,20t 2,23: 2,367
634 532 g2t
3,02¢ 2,76¢ 3,19,
31,66( 25,32' 21,208
2,15: 58t 1,827
29,50¢ 24,74; 19,38«
1,31¢ 2,02( 18
- 1,33¢ -

- 64€ (18)

642 41€ 314
497 31 -

- 64 -

58¢ 211 31
3,041 4,72- 34E
13,53 11,57¢ 9,457
4,42: 3,42( 3,00¢
1,801 90¢ -
1,28¢ 1,34¢ 1,20¢
1,19¢ 1,59t 1,54¢
674 927 332
65C 33¢ 381
48¢ 33z 36¢
132 18 -
36 8 9
1,591 1,65¢ 1,56(
25,81, 22,12 17,85¢
6,731 7,34¢ 1,871
2,16¢ 2,18¢ 657
4,56¢ 5,161 1,21¢
4,45¢ 5,05( 1,087
0.7¢ 1.4€ 0.3¢
0.7¢ 1.42 0.3¢
5,577,94: 3,395,77" 2,767,85
5,605,51; 3,451,39: 2,864,701



See notes to consolidated financial statements
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Bankwell Financial Group, Inc.
Consolidated Statements of Comprehensive Income
(In thousands)

Net income

Other comprehensive income (loss
Unrealized gains (losses) on securit
Unrealized holding gains (losses) on availablestde securitie
Reclassification adjustment for (gain) loss realiizenet income

Net change in unrealized gain (lo
Tax effect - (expense) benefit

Unrealized gains (losses) on securities, net of tax
Unrealized losses on interest rate sv
Unrealized losses on interest rate swaps desigaatedsh flow hedc
Tax effect - benefit

Unrealized losses on interest rate swap, net of tax
Total other comprehensive income (loss)
Comprehensive income

See notes to consolidated financial statements
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Year Ended December 3

2014 2013 2012
4,56¢ $ 5161 $ 1,214
361 (1,129 1,13(

- (64€) 18
361 (1,777 1,14¢
(142) 69C (447)
22C (1,087 701
(18€) - -
73 : :
(115) - -
107 (1,087) 701
467 $ 407: $ 1,91¢




Bankwell Financial Group, Inc.
Consolidated Statements of Shareholders’ Equity
(In thousands, except share amounts)

Retainec Accumulatec
Number of Earnings Other
Outstanding Preferrec Common (Accumulatec Comprehensiv
Shares Stock Stock Deficit) Income (Loss Total

Balance at January 1, 201: 2,797,200 $ 10,98 $ 37,55« $ (156) $ 81C $ 49,18¢
Net income - - - 1,214 - 1,214
Other comprehensive income, net

tax - - - - 701 701
preferred stock cash dividen - - - (132) - (132)
Stocl-based compensation expe! - - 563 - - 563
Issuance of restricted stock 49,50( - - - - -
Balance at December 31, 201 2,846,701 10,98( 38,117 92¢ 1,511 51,53«
Net income - - - 5,161 - 5,161
Other comprehensive income, net

tax - - - - (1,087 (1,08%
Preferred stock cash dividen - - - (117 - (117
Stocl-based compensation expe! - - 343 - - 343
Capital from exercise of stock

options - - 467 - - 467
Capital from private placeme - - 13,17¢ - - 13,17¢
Issuance of restricted sto 87,45¢ - - - - -
Forfeitures of restricted sto« (1,916 - - - - -
Stock options exercise 46,64( - - - - -
Stock issuance from private

placement 897,51: - - - - -
Balance at December 31, 201 3,876,39: 10,98( 52,10t 5,97¢ 424 69,48¢
Net income - - 4,56¢ - 4,56¢
Other comprehensive income, net

tax - - - 107 107
Preferred stock cash dividen - - (110 - (110
Stocl-based compensation expe! - 57: - - 572
Capital from exercise of stock

options - 207 - - 207
Issuance of 2,702,703 shares, net

expense: 2,702,70: - 44,70« - - 44,70«
Issuance of restricted sto 127,61( - - - - -
Forfeitures of restricted sto« (51,65) - - - - -
Stock options exercise 20,30¢ - - - - -
Stock issuance from acquisition of

Quinnipiac Bank and Trust

Company 510,12: - 9,67¢ - - 9,67¢
Balance at December 31, 201 7,185,48. $ 10,98( $ 107,26! $ 10,43 $ 531 $ 129,21

See notes to consolidated financial statements
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Bankwell Financial Group, Inc.
Consolidated Statements of Cash Flows
(In thousands)

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net caskigea by operating activitie:
Net amortization of premiums and discounts on itmesit securitie
Provision for loan losse
Benefit for deferred taxe
Net (gain) loss on sales of available for sale stes
Depreciation and amortizatic
Increase in cash surrender value of t-owned life insuranc
Loan principal solc
Proceeds from sales of loa
Net gain on sales of loa
Equity-based compensatic
Netamortization (accretion) of purchase accountingistdjients
Gain on sale of foreclosed real est
Gain on bargain purcha
Net change in
Deferred loan fee
Accrued interest receivab
Other asset
Accrued expenses and other liabilities

Net cash provided by operating activities

Cash flows from investing activities
Proceeds from principal repayments on availablesébe securitie
Proceeds from principal repayments on held to nitgtsecurities
Net proceeds from sales and calls of available#&be securitie
Purchases of available for sale securi
Purchase of held to maturity securit
Purchase of barowned life insuranc
Acquisition, net of cash pa
Net increase in loar
Purchases of premises and equipn
Purchase of Federal Home Loan Bank st
Proceeds from sale of foreclosed real estate

Net cash used by investing activities

See notes to consolidated financial statements
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Year Ended December 3

2014 2013 2012
4,56¢ 5,161 1,21¢
124 97 13C
2,15: 58E 1,821
(69€) (357) (777)
. (64€) 18
1,23¢ 66€ 612
(497) - -
(27,287) (72,58¢) (575)
28,10¢ 74,50¢ 1,76¢
(1,319 (2,020 (18)
572 34z 562
65€ (80) -
- (64) -
- (1,339 -
1,12( 47¢ 53¢
(616) (185) 20€
58 (501) (1,432
97¢ (1,114) 4,101
9,17( 2,94¢ 8,167
10,18¢ 727 1,10:
2,35: 18C 48¢
15,92( 10,51+ 54,97
(53,775 - (6,997)
< (7,629 .
(12,500 (10,032) -
2,54¢ 30,88: -
(200,11 (77,009 (162,02
(2,042) (908) (684)
(1,275) (134) (1,039
: 1,69: :
(238,69Y) (51,70 (114,18}




Consolidated Statements of Cash FleSontinued)
(In thousands)

Cash flows from financing activities
Net change in time certificates of depc
Net change in other depos
Net proceeds (repayments) from short term FHLB ndes
Net repayments from long term FHLB advan
Proceeds from issuance of common si
Proceeds from exercise of optic
Dividends paid on preferred stock
Net cash provided by financing activities
Net (decrease) increase in cash and cash equivake
Cash and cash equivaler
Beginning of year
End of period
Supplemental disclosures of cash flows informat
Cash paid for
Interest
Income taxe:
Acquisition of noncash assets and liabiliti
Assets acquire
Liabilities assumei
Noncash investing and financing activit
Loans transferred to foreclosed real es

See notes to consolidated financial statements
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Year Ended December 3

2014 2013 2012
111,24 $ 66,53¢ $ (230)
(37,979 68,77- 95,21¢
85,00( (47,000 33,00(
(7,000) - -
44,70 13,17¢ -

207 467 s
(110) (111) (132)

196,07 101,84 127,85.
(33,452 53,08¢ 21,83¢
82,01 28,92’ 7,091
4855( $ 8201 $ 2892
3,98 $ 2,527 $ 3,20¢
2,22z 2,87: 1,98¢
112,49¢ 34,86¢ -
(107,95¢) (64,44¢) ]

- 52 962



BANKWELL FINANCIAL GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. NATURE OF O PERATIONS AND SUMMARY OF SIGNIFICANT A CCOUNTING P OLICIES

Bankwell Financial Group, Inc. (the “Company” ordBkwell”) is a bank holding company headquartered in New &an@onnecticut. Tt
Company offers a broad range of financial servitesugh its banking subsidiary, Bankwell Bank, (t#Bank”). The Bank was original
chartered as two separate banks, The Bank of Nevad@a(“BNC”) and The Bank of Fairfield (“TBF")n September 2013, BNC and T
were merged and rebranded as “Bankwell Bank.” dwédnber 2013, the Bank acquired The Wilton Banki{té"), which added one bran
and approximately $25.1 million in loans and $6rhilion in deposits. In addition, in October 2014e Bank acquired Quinnipiac Bank i
Trust Company (Quinnipiac) which added two brancired approximately $97.8 million in loans and $80@illion in deposits. See Note
Mergers and Acquisition, for further information on the acquisitions.

The Bank is a Connecticut state chartered commidreiak, founded in 2002, whose deposits are insureter the Deposit Insurance F
administered by the Federal Deposit Insurance Catjpm (“FDIC”). The Bank provides a full range of banking servitesommercial ar
consumer customers, primarily concentrated in thefield County region of Connecticut, with brankdtations in New Canaan, Stamfc
Fairfield and Wilton Connecticut. The Company hagmed a branch in Norwalk, Connecticut on MarcR15. In addition, The Compa
acquired Quinnipiac Bank and Trust Company on Qettdh 2014. The acquisition expanded the Comahyanch locations to New Har
County, Connecticut, adding a branch in Hamden @€oticut and North Haven, Connecticut. See Nofdergers and Acquisitionsfor furthe
information on the acquisition.

Principles of consolidation

The consolidated financial statements include tw®ants of the Company and the Bank. All signifidatercompany accounts and transacl
have been eliminated in consolidation.

Use of estimates

The accounting and reporting policies of the Conypaonform to accounting principles generally acedpin the United States of Amer
(“GAAP”) and general practices within the banking indusitnypreparing the consolidated financial statememtanagement is required
make estimates and assumptions that affect thetegpamounts of assets and liabilities, and disckss of contingent assets and liabilities ¢
the date of the balance sheet and revenue and segéor the period. Actual results could diffanfrthose estimates. Material estimates
are particularly susceptible to significant changée near term relate to the fair value of acegliassets, the allowance for loan losses, sto
based compensation and derivative instrument vialuat

Segments

The Company has one reportable segment. All oCtn@panys activities are interrelated, and each activitgapendent and assessed bast
how each of the activities of the Company suppibresothers. For example, lending is dependent tpembility of the Company to fund its
with deposits and borrowings while managing theriest rate and credit risk. Accordingly, all sigraht operating decisions are based |
analysis of the Bank as one segment or unit.

Basis of consolidated financial statement presentan

The consolidated financial statements as of Dece®be2014 and 2013 and for the years ending Deeefth 2014, 2013 and 2012 have t
prepared in accordance with GAAP and general prestivithin the banking industry. Such policies hbgen followed on a consistent basis.

Management has evaluated subsequent events fartipbrecognition or disclosure in the consolidatiméncial statements through March

2015, the date upon which the Compangonsolidated financial statements were availablge issued. No subsequent events were ider
that would have required a change to the conseliifihancial statements or disclosure in the ntitébe consolidated financial statements.
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B ANKWELL F INANCIAL G ROUP, [NC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Significant concentrations of credit risk

Most of the Company’ activities are with customers located within field County and the surrounding region of Conrmdtiand declines
property values in these areas could significaimigact the Company. The Company has significanteotrations in commercial real es
loans. Management does not believe they presentspagial risk. The Company does not have any sogmif concentrations in any ¢
industry or customer.

Cash and Cash Equivalents and Statement of Cash Fis

Cash and due from banks and federal funds soldeamgnized as cash equivalents in the consolidettgdments of cash flows. Federal fu
sold generally mature in one day. For purposegpdnting cash flows, all highly liquid debt instrants purchased with an original maturit
three months or less are considered to be cashatguois. Cash flows from loans and deposits arerteg net. The balances of cash and
from banks and federal funds sold, at times, mageed federally insured limits. The Company has exqterienced any losses from s
concentrations.

Investment Securities

Management determines the appropriate classificatid investment securities at the date individaaéstment securities are acquired, anc
appropriateness of such classifications is reaffitrat each balance sheet date. The Companyéstment securities are categorized as 1
available for sale or held to maturity. Held to oréy investments are carried at amortized cosgjlakle for sale securities are carried at
value, with unrealized gains and losses excludeah fearnings and reported in other comprehensivaniec(loss) as a separate compone
capital, net of estimated income taxes.

Fair value of investment securities is determinga@yplying the valuation framework in accordancehvAAP, which specifies a hierarchy
valuation techniques based on whether the inputhdse techniques are observable or unobservalser@able inputs reflect market ¢
obtained from independent sources, while unobséiaputs reflect the Company’s market assumptions.

Investment securities are reviewed regularly fdreotthan-temporary impairment. For debt securit@ber-thantemporary impairment
deemed to exist if the present value of the expefuéure cash flows is less than the amortized basis of the security. The credit |
component of an other-than-temporary impairmenteatown is recorded in earnings, while the remainiogipn of the impairment loss
recognized in other comprehensive income (losgyiged the Company does not intend to sell the tyidg debt security and it is more like
than not that the Company will not be requiredelh the debt security prior to recovery.

In determining whether a credit loss exists andpgégod over which the fair value of the debt sdgus expected to recover, managen
considers the following factors: the length of timed extent that fair value has been less than tlstfinancial condition and near te
prospects of the issuer, any external credit ratirige level of excess cash flows generated froenuthderlying collateral supporting
principal and interest payments of the debt sdestithe level of credit enhancement provided lgydtiucture and the Compasyability ant
intent to hold the security for a period suffici¢mtallow for any anticipated recovery in fair valu

The sale of a held to maturity security within #amonths of its maturity date or after collectidrableast 85% of the principal outstandin
the time the security was acquired is considenadturity for purposes of classification and disales
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B ANKWELL F INANCIAL G ROUP, [NC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Purchase premiums and discounts are recognizedeirest income using the interest method overetrag of the securities. Gains or losses ol
the sales of securities are recognized at tradewdgizing the specific identification method.

Bank Owned Life Insurance

The investment in bank owned life insurance (“BQLEBpresents the cash surrender value of life insaraolicies on the lives of certain B
employees who have provided positive consent atigwhe Bank to be the beneficiary of such policlesreases in the cash value of
policies, as well as insurance proceeds receivedieeorded in noninterest income, and are noestilp income taxes. The financial strei
of the insurance carrier is reviewed prior to thiechase of BOLI and annually thereafter.

Federal Home Loan Bank Stock
Federal Home Loan Bank of Boston (“FHLB") stoclaison-marketable equity security that is carriecost.
Loans Held For Sale

Loans held for sale are those loans which managehznthe intent to sell in the foreseeable futarel are carried at the lower of aggre
cost or market value. Net unrealized losses, if, ang recognized by a valuation allowance througiharge to noninterest income. Real
gains and losses on the sale of loans are recabpiz¢he settlement date and are determined bglitffezence between the sale proceeds
the carrying value of the loans.

Loans may be sold with servicing rights releasetktained. At the time of the sale, managementhites the value of any retained servi
rights, which represents the present value of ifferdntial between the contractual servicing fed adequate compensation, defined as tr
a subservicer would require to assume the role of seryiafter considering the estimated effects of ayegents. If material, a portion of 1
gain on the sale of the loan is recognized as altiect value of the servicing rights, and a serg@sset is recorded.

Loans Receivable

Loans receivable that management has the abilidyiatent to hold for the foreseeable future or lumtaturity or payoff are stated at tt
current unpaid principal balances, net of the adloee for loan losses, net deferred loan origingges and unamortized loan premiums.

A loan is considered impaired when it is probabizt &ll contractual principal or interest paymaeshis will not be collected in accordance \
the terms of the loan agreement. Impaired loansrme@sured based on the present value of expedig® ftash flows discounted at the laan’
effective interest rate or, as a practical expediginthe loars observable market price or the fair value ofdbkateral, if the loan is collate!
dependent. The amount of impairment, if any, andsabsequent changes are recorded as adjustmehésatiowance for loan losses.

Management reviews all nonaccrual loans, otherdqaast due 90 days or more, and restructured Hmarnisnpairment. In most cases, ¢

payments that are past due less than 90 days astdeced minor collection delays and the relatehdoare not considered to be impa
Consumer installment loans are considered to bismdemall balance homogeneous loans, which dreatively evaluated for impairment.
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B ANKWELL F INANCIAL G ROUP, [NC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Modifications to a loan are considered to be alted debt restructuring (“TDR'\When two conditions are met: 1) the borrower isegigmcing
financial difficulties and 2) the modification cditstes a concession. Modified terms are dependeon the financial position and needs of
individual borrower. Debt may be bifurcated withpaeate terms for each tranche of the restructuedd. d’he decision to restructure a I¢
versus aggressively enforcing the collection ofltfa, may benefit the Company by increasing ttienate probability of collection.

If a performing loan is restructured into a TDRdtnains in performing status. If a nonperformingrias restructured into a TDR, it contin
to be carried in nonaccrual status. Initially, @aDRs are reported as impaired. Nonaccrual clasgifin may be removed if the borro
demonstrates compliance with the modified termsaforinimum of six months. TDR’are reported as such for at least one year fnendate ¢
restructuring. In years after the restructuringubded debt restructured loans are removed fromdiaissification if the restructuring agreen
specifies a market rate of interest equal to tHatkwwould be provided to a borrower with similaedit at the time of restructuring and the |
is not deemed to be impaired based on the modifieds.

Acquired Loans

Loans that the Company acquires in acquisitionsratially recorded at fair value with no carryovef the related allowance for credit los:
Determining the fair value of the loans involvesimating the amount and timing of principal andergst cash flows initially expected to
collected on the loans and discounting those daslsfat an appropriate market rate of interest.

For loans which meet the criteria stipulated in dwting Standards Codification (“ASC”) 310-30,.-6ans and Debt Securities Acquired with
Deteriorated Credit Qualit”, the Company recognizes an accretable yield, wliaefined as the excess of all cash flows exkat
acquisition over the initial fair value of the lgas interest income on a lewgéld basis over the expected remaining life ofldan. The exce:

of the loan’s contractually required payments diiercash flows expected to be collected is the curetable difference. The nonaccretable
difference is not recognized as an adjustmenteadtlya loss accrual, or a valuation allowance. ifte initial acquisition, the Company
continues to evaluate whether the timing and theuarnof cash to be collected are reasonably esth&ubsequent significant increases in
cash flows the Company expects to collect willtfrexluce previously recognized valuation allowaaee then be reflected prospectively as an
increase to the level yield. Subsequent decreasesiected cash flows may result in the loan beonsidered impaired. Interest income is not
recognized to the extent that the net investmetitérioan would increase to an amount greater tth@estimated payoff amount.

For ASC 31030 loans, the expected cash flows reflect antiegha@repayments, determined on a loan by loan basisrding to the anticipat
collection plan of these loans. Prepayments résulie recognition of the nonaccretable balanceuaent period yield. Changes in prepayr
assumptions may change the amount of interest isamd principal expected to be collected. The exgeprepayments used to determine
accretable yield are consistent between the cas¥sfexpected to be collected and projections ofraotual cash flows so as to not affect
nonaccretable difference.

For loans that do not meet the ASC 3B®eriteria, the Company records interest incoma ¢tevel yield basis using the contractually reegc

cash flows. The Company subjects loans that dommext the ASC 310-30 criteria to ASC Topic 450C6ntingencies’, by collectively
evaluating these loans for an allowance for loas,losing the same methodology as loans origirigtede Company.
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B ANKWELL F INANCIAL G ROUP, [NC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Acquired loans that met the criteria for nonaccfaiterest prior to the acquisition are consideperforming upon acquisition, regardles
whether the customer is contractually delinqudrthe Company can reasonably estimate the timimjaanount of the expected cash flow:
such loans and if the Company expects to fullyemlthe new carrying value of the loans. As sule,Gompany may no longer consider
loan to be nonaccrual or nonperforming and mayusconterest on these loans, including the impaetingf accretable yield. The Company
determined that it can reasonably estimate futash dlows on the Comparg/current portfolio of acquired loans that are mhst 90 days
more, and on which the Company is accruing inteardtthe Company expects to fully collect the dagyalue of the loans.

Allowance For Loan Losses

The allowance for loan losses is established aefoare estimated to have occurred through a provier loan losses charged to earni
Loan losses are charged against the allowanceéor Ibsses when management believes thecobeetability of a loan balance is confirm
Subsequent recoveries, if any, are credited taffoevance for loan losses.

The allowance for loan losses is evaluated on alaedbasis by management and is based upon managenperiodic review of tf
collectability of the loans in light of historicakperience, the nature and volume of the loan @laifadverse situations that may affect
borrowers ability to repay, estimated value of any undedycollateral and prevailing economic conditionisTevaluation is inheren
subjective, as it requires estimates that are gtibte to significant revision as more informatibacomes available.

The allowance for loan losses consists of speaifid general components. The specific componerteseta impaired loans that are classi
as doubtful, substandard or special mention. Fes¢Hoans, an allowance is established when tleuhsed cash flows, collateral value
observable market price of the impaired loan isdpthan the carrying value of that loan. The gdnssenponent covers noclassified loan
and is based on historical loss experience adjudstegualitative factors, and includes unallocatedhponents maintained to cover uncertail
that could affect managemesigstimation of probable losses, and reflects thggim of imprecision inherent in the underlyinguwasptions use
in the methodologies for estimating specific andegal losses in the portfolio.

Management believes the allowance for loan lossexléquate. While management uses available infarmeo recognize losses on loe
future additions to the allowance may be necesbasgd on changes in economic conditions. In adydlitrarious regulatory agencies, a:
integral part of their examination process, pegally review the allowance for loan losses. Sucknages have the authority to req:
additions to the allowance or charge-offs basetheragencies’ judgments about information availabliem at the time of their examination.

Goodwill and Intangibles

Goodwill and identifiable intangible assets arelagated for impairment annually or whenever evemtshanges in circumstances indicate
carrying value of these assets may not be recolerdthen these assets are evaluated for impairrfi¢hg carrying amount exceeds fair va
an impairment charge is recorded to income. Thevidlue is based on observable market prices, wwhacticable. Other valuation techniq
may be used when market prices are unavailableidimg) estimated discounted cash flows. This typanalysis contains uncertainties bec:
it requires management to make assumptions angply pudgment to estimate industry economic factord the profitability of future busine
strategies. In the event of future changes invalue, the Company may be exposed to an impairgtearge that could be material.
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B ANKWELL F INANCIAL G ROUP, [NC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Interest and Fees on Loans

Interest on loans is accrued and included in incbased on contractual rates applied to principalwarts outstanding. Accrual of interest is
discontinued when loan payments are 90 days or pastdue, based on contractual terms, or wheheijudgment of management,
collectability of the loan or loan interest becornesertain. When interest accrual is discontinadldjnpaid accrued interest is reversed again:
interest income. Subsequent recognition of inconwis only to the extent payment is received stilbjemanagement’s assessment of the
collectability of the remaining interest and pripai. A nonaccrual loan is restored to accrual statoen it is no longer delinquent and
collectability of interest and principal is no largn doubt.

Loan origination fees, net of direct loan originaticosts, are deferred and amortized as an adjostm¢he loan’s yield generally over the
contractual life of the loan, utilizing the inter@sethod.

Foreclosed Real Estate

Assets acquired through deed in lieu or loan fa®ale are initially recorded at fair value lessteds sell when acquired, establishing a
cost basis. These assets are subsequently accdantgdower of cost or fair value less estimatedts to sell. If fair value declines subseq
to foreclosure, a valuation allowance is recordedugh expense. Operating costs after acquisitiere@ensed.

Premises and Equipment

Premises and equipment are stated at cost, netoofraulated depreciation and amortization. Leaseimjorovements are capitalized
amortized over the shorter of the terms of theteeldeases or the estimated economic lives ofrtipedvements. Depreciation and amortize
is charged to operations using the stralgté-method over the estimated useful lives ofrédated assets which range from 3 to 39 years.s
and losses on dispositions are recognized upoizagah. Maintenance and repairs are expensedcasréd and improvements are capitalized.

Income Taxes

The Company accounts for certain income and expéeses differently for financial reporting purposésan for income tax purpos
Provisions for deferred taxes are being made ingmition of these temporary differences. The Corgpaxamines its financial stateme
income tax provision and federal and state incameéturns and analyzes its tax positions, inclgigiarmanent and temporary difference:
well as the major components of income and expeénsdetermine whether a tax benefit is more likddart not to be sustained uj
examination by tax authorities. It is the Companyolicy to recognize interest and penalties rdl&deunrecognized tax liabilities within inco
tax expense in the consolidated statements of ircom

Related Party Transactions

The Companys Directors, Officers and their affiliates have beesistomers of and have had transactions with #rekBand it is expected tl
such persons will continue to have such transastionthe future. Management believes that all dipasccounts, loans, services
commitments comprising such transactions were niratiee ordinary course of business, and on subatynthe same terms, including inter
rates, as those prevailing at the time for comparansactions with other customers who are no¢ddrs or Officers.

Stock Compensation

Stock-based compensation expense is measuredtss gifant date, based on the fair value of the dweanrd is recognized as an expense over

the requisite service period.
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Earnings Per Share

Basic earnings per share (“EPS”) is computed bidalig income available to common shareholders eywikightedaverage number of sha
of common stock outstanding for the period. DiluEgeiS reflects the potential dilution that could wrcif securities or other contracts to is
common stock (such as stock options) were exera@sambnverted into common stock or resulted inifsaance of common stock that t
shared in earnings. Unvested share-based paymenwtiswwhich include the right to receive rfonfeitable dividends, are considerec
participate with common stock in undistributed é&ags for purposes of computing EPS.

The Companys unvested restricted stock awards are participat@curities, and therefore, are included in thepmaation of both basic a
diluted earnings per common share. EPS is calallag@ng the twaslass method, under which calculations (1) exclude the numerator ai
dividends paid or owed on participating securii@sl any undistributed earnings considered to bibathble to participating securities and
exclude from the denominator the dilutive impacthef participating securities.

Comprehensive Income

Accounting principles generally require that redagd revenue, expenses, gains and losses be iddluget income. Although certain chan
in assets and liabilities, such as unrealized gam$ losses on available for sale securities, eperted as a separate component o
stockholders’ equity section of the balance sheeish items, along with net income, are componeintemprehensive income.

Fair Values of Financial Instruments

The following methods and assumptions were usetidryagement in estimating the fair value of itsriicial instruments:

Cash and due from banks, federal funds sold, accmterest receivable and mortgagors’ escrow acd¢sufihe carrying amount is a
reasonable estimate of fair value.

Investment securitiefFair values are based on quoted market pricesaleidguotes, if available. If a quoted market pigaot available, fa
value is estimated using quoted market prices ifoilar securities. The fair value of securitiesfisther classified in accordance with

framework specified in GAAP as discussed in NoteFEr Value Measurements

FHLB stock:The carrying value of FHLB stock approximates failue based on the most recent redemption prowsibthe FHLB.

Loans held for saleThe fair value is based upon prevailing marketgsic

Loans receivableFor variable rate loans which reprice frequentlgl Bave no significant change in credit risk, fatues are based on carry
values. The fair value of fixed rate loans areneated by discounting the future cash flows usirggytbar end rates at which similar loans w
be made to borrowers with similar credit ratingd & the same remaining maturities.

Derivative asset (liability) The valuation of the Company’s interest rate svgaphtained from a thirgarty pricing service and is determil

using a discounted cash flow analysis on the erpecash flows of each derivative. The pricing asialys based on observable inputs fol
contractual terms of the derivatives, including pleeiod to maturity and interest rate curves.
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Deposits: The fair value of demand deposits, regular savimgd certain money market deposits is the amounalgayon demand at t
reporting date. The fair value of certificates epdsit and other time deposits is estimated usidig@unted cash flow calculation that apg
interest rates currently being offered for depositssimilar remaining maturities to a schedule gfjiegated expected maturities on ¢
deposits.

Advances from the FHLEThe fair value of the advances is estimated usimtiseounted cash flow calculation that applies entrr=HLE
interest rates for advances of similar maturitga chedule of maturities of such advances.

Derivative Instruments

The Company enters into interest rate swap agresnasnpart of the Comparsyinterest rate risk management strategy. Manageapgiie:
the hedge accounting provisions of Accounting Statsl Codification (“ASC”) Topic 815, and formally documents at inception
relationships between hedging instruments and lteilgms, as well as its risk management objectivesstrategies for undertaking the var
hedges. Additionally, the Company uses dollar ¢ftseregression analysis at the hedg@ception and for each reporting period thereaft
assess whether the derivative used in its hedgamgaction is expected to be and has been higldgtivie in offsetting changes in the fair ve
or cash flows of the hedged item. The Company discoes hedge accounting when it is determineddhdgrivative is not expected to be
has ceased to be highly effective as a hedge,r@rdreflects changes in fair value of the derivativ earnings after termination of the he
relationship.

The Company has characterized all of its interatd swaps that qualify under Topic 815 hedge adomyas cash flow hedges. Cash f
hedges are used to minimize the variability in ciews of assets or liabilities, or forecasted sactions caused by interest rate fluctuat
and are recorded at fair value in other assetsiwttie consolidated balance sheet. Changes inaihevdlue of these cash flow hedges
initially recorded in accumulated other comprehemsncome and subsequently reclassified into egmiwhen the forecasted transac
affects earnings. Any hedge ineffectiveness asdesspart of the Company’s quarterly analysisésmed directly to earnings.

Reclassification

Certain prior period amounts have been reclassifiedonform to the 2014 financial statement prest@n. These reclassifications o
changed the reporting categories and did not afffectesults of operations or consolidated findrmsition.

Recent accounting pronouncements
The following section includes changes in accougngirinciples and potential effects of new accountimidance and pronouncements.

ASU No. 201-01 - Investments - Equity Method and Joint Verstfi®pic 323) - Accounting for Investments in Qualified Affordableusing
Projects (a consensus of the FASB Emerging Issasls Force”. The ASU permits an entity to make an accountingcpatlection to accou
for its investment in qualified affordable housipgjects using the proportional amortization metifocertain conditions are met. Under
proportionate amortization method, an entity amzedithe initial cost of the investment in propartio the tax credits and other tax ben
received and recognizes the net investment perfocenn the income statement as a component of iadasmnexpense (benefit). The decit
to apply the proportionate amortization method ofacunting should be applied consistently to alllifyiag affordable housing proje
investments. A reporting entity that uses the éffecyield or other method to account for its inwesents in qualified affordable hous
projects before the date of adoption may contiruagply such method to those preexisting investmertie amendments are effective
annual and interim periods beginning after Jandar®015. The Company does not expect the applitatidhis guidance to have a mate
impact on the Company’s financial statements.
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ASU No. 201-04, Receivables - Troubled Debt RestructuringsCbsgditors (Subtopic 310-40) -Reclassification of Residential Real Es
Collateralized Consumer Mortgage Loans upon Forsgte (a consensus of the FASB Emerging IssuesFask)”. The ASU clarifies that ¢
in substance repossession or foreclosure occudsaacreditor is considered to have received phiygsioasession of residential real es
property collateralizing a consumer mortgage lagmn either (i) the creditor obtaining legal tittethe residential real estate property t
completion of a foreclosure or (ii) the borrowemeeying all interest in the residential real esiateperty to the creditor to satisfy that I
through completion of a deed in lieu of foreclosarahrough a similar agreement. In addition, threeadments require disclosure of both
amount of foreclosed residential real estate ptggezld by the creditor and the recorded investnregbnsumer mortgage loans collateral
by residential real estate property that are inpifuesess of foreclosure in accordance with locqliements of the applicable jurisdiction.
entity can elect to adopt the amendments usingre@éhmodified retrospective method or a prospedtiaesition method. The amendments
effective for annual and interim periods beginnafigr January 1, 2015. The Company does not expectpplication of this guidance to ha
material impact on the Company's financial stateémen

ASU No. 201-09 - Revenue from Contracts with Customers (T6p®&). The ASU establishes a single comprehensive modedrfcentity t
recognize revenue when it transfers promised goodservices to customers in an amount that refitsconsideration to which the en
expects to be entitled, and will supersede nedirigxésting revenue recognition guidance, to claghd converge revenue recognition princi
under US GAAP and IFRS. The update outlines fiepsto recognizing revenue: (i) identify the coctisavith the customer; (i) identify t
separate performance obligations in the contrdi}; determine the transaction price; (iv) allocatee transaction price to the sepa
performance obligations; (v) recognize revenue wkanh performance obligation is satisfied. The tg@daquires more comprehens
disclosures, relating to quantitative and qualiatnformation for amounts, timing, the nature andertainty of revenue, and cash flows ari
from contracts with customers, which will mainlypact construction and higlech industries. The most significant potential awipto bankin
entities relates to less prescriptive derecognitisquirements on the sale of OREO property. Thenaments are effective for annual .
interim periods beginning after January 1, 2017. eftity may elect either a full retrospective omadified retrospective application. 1
Company does not expect the application of thisd@uie to have a material impact on the Company&fiial statements.

ASU No. 201-12, Compensation-Stock Compensation (Topic 71&ceounting for ShareBased Payments When the Terms of an A
Provide That a Performance Target Could Be Achieaftdr the Requisite Service Period (a consensutef-rASB Emerging Issues T
Force”. The ASU provides explicit guidance to account fqresformance target that could be achieved afenrdiquisite service period a
performance condition. For awards within the scop¢his Update, the Task Force decided that artyeskiould apply existing guidance
Topic 718 as it relates to shawased payments with performance conditions thatcaffesting. Consistent with that guidance, peréoroe
conditions that affect vesting should not be reéidcin estimating the fair value of an award at gnant date. Compensation cost shoul
recognized when it is probable that the performaanget will be achieved and should represent timepensation cost attributable to the pe
for which the requisite service has already beadeeed. If the performance target becomes prolbabieing achieved before the end of
requisite service period, the remaining unrecoghizempensation cost should be recognized prosgdetdver the remaining requisite sen
period. The total amount of compensation cost reizegl during and after the requisite service pesioduld reflect the number of awards
are expected to vest and should be adjusted tectefiose awards that ultimately vest. The amentsreme effective for annual and inte
periods beginning after January 1, 2016. The Compmhres not expect the application of this guidatcdiave a material impact on

Company’s financial statements.
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ASU No. 201-14, Receivables-Troubled Debt Restructurings bed@ors (Subtopic 310-40) - “Classification of Cairt Government-
Guaranteed Residential Mortgage Loans upon Forertwga consensus of the FASB Emerging Issues Tasler. The ASU has been isstL
to reduce diversity in practice in the classifioatiof foreclosed residential mortgage loans helcctegditors that are fully guaranteed ur
certain government programs, including the Feddoalsing Administration guarantees. A residentiatigege loan would be derecognized
a separate other receivable would be recognized dipeeclosure if the loan has both of the followiohgaracteristics: (i) the loan ha
government guarantee that is not separable frortoirebefore foreclosure entitling the creditothe full unpaid principal balance of the lo
and (i) at the time of foreclosure, the creditastthe intent to make a claim on the guarantedtendbility to recover the full unpaid princi
balance of the loan through the guarantee. Notalgpn foreclosure, the separate other receivabléddvoe measured based on the cu
amount of the loan balance expected to be recoveneldr the guarantee. The amendments are effeftfivannual and interim perio
beginning after January 1, 2015. The Company do¢€xpect the application of this guidance to hawaaterial impact on the Compaay’
financial statements.

ASU No. 201-17, Business Combinations (Topic 805) — “Pushddwcounting (a consensus of the FASB Emerginge¢s3ask Force)”

Current generally accepted accounting principle8AB) offer limited guidance for determining whethemd at what threshold an acqu
(acquired entity) can reflect the acquiseraccounting and reporting basis (pushdown acoanin its separate financial statements.
objective of this ASU is to provide guidance on wiee and at what threshold an acquired entity ihat business or nonprofit activity «
apply pushdown accounting in its separate finarstalements. The amendments in this Update prauidacquired entity with an option
apply pushdown accounting in its separate finarstatiements upon occurrence of an event in whidclicguirer obtains control of the acqui
entity. The amendments in this ASU were effectmeNovember 18, 2014. After the effective dateaaquired entity can make an electio
apply the guidance to future change-in-control évem to its most recent change-in-control evérttis ASU did not impact the Company’
financial statements and the Company does not éxipeapplication of this guidance will have a miateimpact on the Company’financia
statements in the future.

ASU No. 201-01, Income Statement Extraordinary and UnusuahfgSubtopic 225-20) -Simplifying Income Statement Presentatiol
Eliminating the Concept of Extraordinary Ite”. Under the existing guidance, an entity is requiedeparately disclose extraordinary ite
net of tax, in the income statement after inconmmfrcontinuing operations if an event or transaci®mf an unusual nature and oct
infrequently. Under this ASU, separate, netaf-presentation (and corresponding earnings paresmpact) will no longer be allowed. 1
existing requirement to separately present itenas éine of an unusual nature or occur infrequentlyaopretax basis within income fro
continuing operations has been retained. The neidagoe also requires similar separate presentatioitems that are both unusual |
infrequent. The standard is effective for botblguand private companies for periods beginningrabecember 15, 2015. Early adoptio
permitted, but only as of the beginning of the disgear of adoption. Upon adoption, a reportingtgmhay elect prospective or retrospec
application. If adopted prospectively, both theunatand amount of any subsequent adjustments wopsty reported extraordinary items rr
be disclosed. The Company does not expect thécafiph of this guidance will have a material impaoc the Company’s financial statements.
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2. SHAREHOLDERS' EQuITY
Preferred stock

In 2011, the Company elected to participate in 3uegs Small Business Lending Fund Program (“SBLRHe SBLF is a $30 billion fur
established under the Small Business Jobs Act @D 26 encourage lending to small businesses byigingy Tier 1 capital to qualifie
community banks with assets of less than $10 billithe SBLF is intended to expend the ability todléo small businesses, in order to |
stimulate the economy and promote job growth.

The Company sold 10,980 shares of Senior Non-CummelRerpetual Preferred Stock, Series C, no par‘@eries C Preferred StockRaving
a liquidation preference of $1,000 per preferrearshto the Treasury. The transaction resultedetrcapital proceeds to the Company of -
million, of which at least 90% was invested in Benk as Tier 1 Capital.

The Series C Preferred stock pays noncumulativieelids. The Company has paid dividends at a rate08b since issuance. For the elev
quarterly dividend payment through four and ¢radf-years after its issuance, the dividend rat¢henSeries C Preferred Stock will be fixe
the rate in effect at the end of the ninth quaytdiVidend period. In the second quarter of 20b6iy fand ondralf years from its issuance,
dividend rate will be fixed at 9.0% per annum.

The Series C Preferred Stock has no maturity daderanks senior to the Compasy¢ommon stock with respect to the payment of et
and distributions and amounts payable upon ligiodatdissolution and winding up of the Company. eries C Preferred Stock is non
voting, other than voting rights on matters thatldoadversely affect the Series C Preferred Stack is redeemable at any time by
Company, subject to the approval of its federalkivan regulator. The redemption price is the aggrediguidation preference of the SB
Preferred Stock plus accrued but unpaid dividemds@o rata portion of any lending incentive fed. rddemptions must be in an amour
least equal to 25% of the number of originally esshares of SBLF Preferred Stock, or 100% oftiba-éutstanding shares if less than 25¢
the number of shares originally issued.

Common stock

On March 23, 2007, the Company completed a secprafaring, begun in October 2006, and raised al twf $15.5 million ($15.4 million, n
of expenses). The purpose of the offering was pitaizze the Company and through it, capitalize T@Fing its de novo period, and allow
the continued growth of BNC.

On July 10, 2007, the Company began a Private Platfor the sale of Units similar to those offemethe secondary offering. The purpos
the Private Placement was to attract investors fteenTown of Fairfield who would be willing to sum TBF during its de novo period. T
Private Placement raised a total of $1.7 millioh.@bmillion, net of expenses). The net proceedthese funds were added to the Compsany
capital in the first quarter of 2008.

For both the 2006 Secondary Offering and the 2G@/af Placement, the Company issued 945,789 andseceived $17.2 million in total
capital ($17.1 million, net of expenses).

On December 20, 2010, the Company completed atBrRiacement for the sale of its common stock. fumpose of the offering was to re

additional capital for future growth. The Comparsglied 300,321 shares and received $4.2 milliorotal tapital ($4.16 million, net
expenses).
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On September 30, 2013, the Company completed atBrRlacement for the sale of its common stockckviiegan in the fourth quarter
2012, for the purpose of raising additional capibalfuture growth. On January 11, 2013, the Comgpgasued 527,513 shares and received
million in total capital ($7.3 million, net of expses) and on September 30, 2013, the Company 85000 shares and received $6.2 mi
in total capital ($5.9 million, net of expenses).

Regarding the September 30, 2013 issuance of 37G@@res, the purchaser executed an agreemenéamhang other things, provides it w
“pre-emptive”rights for a period of three years. This entitles investor to be afforded the opportunity to asgiiom the Company, for t
same price and on the same terms as such Compaumitiss are offered, in the aggregate up to thewarhof such securities required to en
the investor group to maintain its ownership petaga of Company stock (measured immediately po@uch offering).

On May 15, 2014, the Company priced 2,702,703 comghares in its initial public offering (“IPO3t $18.00 per share, and on May 15, 2
Bankwell common shares began trading on the NaSdack Market. The Company issued a total of 2,02,dommon shares in its IF
which closed on May 20, 2014. The net proceeds fiftee IPO were approximately $44.7 million, afteddcting the underwriting discount
approximately $2.5 million and approximately $1.Blion of expenses.

On October 1, 2014, the Company acquired all ofdbstanding common shares of Quinnipiac Bank &sTi@ompany (“Quinnipiag”
Quinnipiac shareholders received 510,122 shardsedfompany common stock and $3.6 million in cash.

Dividends

The Companys shareholders are entitled to dividends when fadddlared by the board of directors, out of fufetglly available. The abili
of the Company to pay dividends depends, in parthe ability of the Bank to pay dividends to then@pany. In accordance with Connect
statutes, regulatory approval is required to p&idends in excess of the Baskrofits retained in the current year plus retdipeofits from th
previous two years. The Bank is also prohibitednfrpaying dividends that would reduce its capitdlos below minimum regulato
requirements.

The payment of dividends is subject to additioestrictions in connection with the SBLF preferréotk.

For the years ended December 31, 2014, 2013 ar] #84 Company paid cash dividends on preferretkst6$110 thousand, $111 thous:
and $132 thousand, respectively. For the yearscebdeember 31, 2014, 2013 and 2012, the Compangdatideclare or pay dividends on
common stock. The Company did not repurchase aitg obmmon stock during 2014, 2013 or 2012.

Warrants

BNC'’s October 26, 2006 Stock Offering and the JUly 2007 Private Placement (the “Offeringsgll for the issuance of Units. Each
issued pursuant to the Offerings represented oaee f common stock and one nontransferable warfdm warrants were exercisable at
time from and including October 1, 2009 and priot on November 30, 2009, unless extended or @@ted by the board of directors in tl
discretion. The board of directors extended ther@sge period to October 1, 2015 through Decemb@015. Each warrant allows a holde
purchase .3221 shares of common stock at an eagudie of $14.00 per share. None of the warraat® been exercised as of Decembe
2014. Assuming that all of the warrants issuedexicised in full during the exercise period, tr@mmpany would receive $4,264,941 in g
capital and issue 304,640 shares of common stock.

As a result of the acquisition of Quinnipiac on @mdr 1, 2014 the Company issued 68,600 warrarftsrieer Quinnipiac warrant holders in

accordance with the merger agreement. Each wamastiutomatically converted into a warrant to paseh0.56 shares of the Company’s
common stock for an exercise price of $17.56. Nafrthe warrants have been exercised as of Dece®ihe@014.
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3. RESTRICTIONS ON CASH AND DUE FROM BANKS

The Bank is required to maintain $125 thousanthénRederal Reserve Bank for clearing purposes.

4. MERGERS AND ACQUISITIONS

On November 5, 2013, the Company acquired all @faltstanding common shares of Wilton. This bissireombination expanded the Bank’
presence in Fairfield County and enhanced oppditsnior businesses, customer relationships, emspyand the communities served by

Bank.

On the acquisition date, Wilton had 372,985 outhitagn common shares, net of 108,260 shares of trgasock, and shareholdersguity o
$6.3 million. Wilton shareholders received $13380 share in cash resulting in a considerationevafu$5.0 million.

The assets and liabilities in the Wilton acquisitiwere recorded at their fair value based on managés best estimate using informat
available at the date of acquisition. Considerafiaid and fair values of Wiltos'assets acquired and liabilities assumed are suzadan the
following tables:

Consideration paic(In thousands Amount
Cash consideration paid to Wilton shareholders $ 5,03¢
Recognized amounts of identifiable assets acquired Fair Value As Recorded
and (liabilities) assumei(In thousands As Acquired  Adjustments at Acquisitior
Cash $ 35,91¢ % -8 35,91¢
Held to maturity investments securit 1,022 - 1,022
Loans 27,09° (2,009 a 25,08¢
Premises and equipme 4,30z - 4,30:
Other real estate own 1,89t 450 b 1,44t
Core deposit intangible - 49¢ c 49¢
Deferred tax assets, r - 1,997 d 1,99
Other asset 587 - 587
Deposits (64,14%) 12 e (64,157
Other liabilities (336) - (33€6)
Total identifiable net assets $ 6,34: $ 26 6,36¢

Gain on purchase $ (1,339

Explanation of fair value adjustments:

a) The adjustment represents the write down of thekh@due of loans to their estimated fair value lblaea current interest rates
expected cash flows, which includes an estimatxpécted loan loss inherent in the portfa

b) The adjustment represents the write down of thekh@due of foreclosed real estate to their estichdtgr value based on curr
appraisals

c) Represents the economic value of the acquired depesit base (total deposits less jumbo time degosThe core deposit intangi
will be amortized over an estimated life of 9.3 ngelaased on the double declining balance methadnoitization.

d) Represents net deferred tax assets resulting frenfair value adjustments related to the acquiebts and liabilities, identifiak
intangibles and other purchase accounting adjugsr
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e) The adjustment represents the fair value of tinjodits, which were valued at a premium of 0.11%hay bore slightly higher rat
than the prevailing marke

Except for collateral dependent loans with detatied credit quality, the fair values for loans drepifrom Wilton were estimated using ¢
flow projections based on the remaining maturity agpricing terms. Cash flows were adjusted byresting future credit losses and the rat
prepayments. Projected monthly cash flows were tfisnounted to present value using a aslusted market rate for similar loans.
collateral dependent loans with deteriorated creuaidtlity, to estimate the fair value, the Companglgzed the value of the underlying collat
of the loans, assuming the fair values of the lomase derived from the eventual sale of the caltdteThose values were discounted u
market derived rates of return, with consideratioven to the period of time and costs associatdt thie foreclosure and disposition of
collateral. There was no carryover of Wiltsradllowance for credit losses associated withdhed that were acquired as the loans were ini
recorded at fair value.

Information about the acquired loan portfolio sebj® purchased credit impaired accounting guidgAS&C 310-30) as of November 5, 2013
was as follows:

November 5
(In thousands 2013
Contractually required principal and interest ajlasition $ 14,52¢
Contractual cash flows not expected to be colle@tedaccretable discount) (1,412
Expected cash flows at acquisiti 13,11¢
Interest component of expected cash flows (acdestdibcount) (1,519
Fair value of acquired loans $ 11,60:

On October 1, 2014, the Company acquired all of thestanding common shares of Quinnipiac Bank & sTriCompan
(“Quinnipiac™). Quinnipiac had two banking officesimarily serving south-central Connecticut and heerged with and into Bankwell Bank.

Quinnipiac shareholders received 510,122 sharet@fCompany common stock and $3.6 million in cash.of September 30, 20:
Quinnipiac had assets with a carrying value of apipnately $117.8 million, including loans outstamgliwith a carrying value of approximat
$97.1 million, as well as deposits with a carryiaue of approximately $100.4 million and a bookueaof $10.1 million. The results
Quinnipiac’s operations are included in the Compm@ponsolidated Statement of Income from the datecquisition.
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Consideration paic(In thousands Amount
Cash consideration paid to Quinnipiac sharehol $ 3,64¢
Equity consideration paid to Quinnipiac sharehader 9,67¢
Total Consideration paid 13,32«

Recognized amounts of identifiable assets acquired Fair Value As Recorded
and(liabilities) assumec(In thousands As Acquired Adjustments at Acquisition
Cash $ 6,19t - $ 6,19¢
Available for sale investments securit 8,53: (29) a 8,50¢
Loans 97,10: 74€ b 97,85
Premises and equipme 4,04¢ - 4,04¢
Other real estate own 12¢ - 12¢
Core deposit intangible - 53C ¢ 53C
Deferred tax assets, r 1,07¢ (38¢) d 682
Other asset 75€ - 75€
Deposits (100,39) (252) e (100,64
FHLB advance: (7,000 - (7,000
Other liabilities (315) - (315)
Total identifiable net assets $ 10,12¢ $ 60¢ 10,73t
Goodwill $ 2,58¢

Explanation of fair value adjustments:

a) The adjustment represents the mark to market ad@rdton available for sale investment secur

b) The adjustment represents the adjustment of th& balue of loans to their estimated fair value ldasa current interest rates
expected cash flows, which includes an estimatxpécted loan loss inherent in the portfa

c) Represents the economic value of the acquired depesit base (total deposits less jumbo time degosThe core deposit intangi
will be amortized over an estimated life of 8.8 ngeldased on the double declining balance methaednairtization

d) Represents net deferred tax assets resulting frenfair value adjustments related to the acquitesita and liabilities, identifiak
intangibles and other purchase accounting adjugsr

e) The adjustment represents the fair value of tinpodits, which were valued at a premium of 0.57%heg bore somewhat higher re
than the prevailing marke

Except for collateral dependent loans with detetidl credit quality, the fair values for loans agegi from Quinnipiac were estimated us
cash flow projections based on the remaining migtamd repricing terms. Cash flows were adjuste@&tymating future credit losses and
rate of prepayments. Projected monthly cash floesewthen discounted to present value using aadjlested market rate for similar loans.
collateral dependent loans with deteriorated creuaidtlity, to estimate the fair value, the Companglgzed the value of the underlying collat
of the loans, assuming the fair values of the lomase derived from the eventual sale of the caltdtelThose values were discounted u
market derived rates of return, with consideratioven to the period of time and costs associatdt thie foreclosure and disposition of
collateral. There was no carryover of the Quinrdpiallowance for credit losses associated witHdahes that were acquired as the loans
initially recorded at fair value.
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Information about the acquired loan portfolio subj@® purchased credit impaired accounting guiddA&C 31030) as of October 1, 2014 w
as follows:

October 1
(In thousands 2014
Contractually required principal and interest ajuasition $ 1,72¢
Contractual cash flows not expected to be colleftedaccretable discount) (6)
Expected cash flows at acquisiti 1,72
Interest component of expected cash flows (acdetdibcount) (47¢)
Fair value of acquired loans $ 1,24t

5. GoobwiLL AND OTHER INTANGIBLE ASSETS

As discussed in Note #ergers and Acquisitionsthe Company completed its acquisition of the BilBank during the fourth quarter of 2(
and Quinnipiac Bank and Trust Company during thetfoquarter of 2014. In accordance with applicadeounting guidance, the amount |
is allocated to the fair value of the net assetmimed, with any excess amounts recorded as gobdirihe fair value of the net assets is gre
than the amount paid, the excess amount is recdodeghinterest income as a gain on the purchase.

The Company recorded a gain of $1.3 million in cotion with the Wilton acquisition, the amountttiiae net assets exceeded the an
paid. Therefore, there is no goodwill as a restithes acquisition. An other intangible asset oB$4housand was recorded, representin
economic value of the acquired core deposit base.

At December 31, 2014, the Company had recordedr$ifllién of goodwill as a result of the Quinnipiacquisition. An other intangible asse
$530 thousand was recorded, representing the edomaine of the acquired core deposit base.

The increase in goodwill in 2014 is as follows:

Year Endec
(In thousands) December 31, 20:
Balance, beginning of the peri $ =
Goodwill acquired
Quinnipiac Bank and Trust Company 2,58¢
Balance, end of the period $ 2,58¢

The Company tests goodwill annually in the fourttager. No impairment was recorded on goodwillZ04.4.

106



BANKWELL FINANCIAL GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The table below provided information regarding therying amounts and accumulated amortization afréized intangible assets as of the
dates set forth below.

Gross Intangibl ~ Accumulatec Net Intangible
Asset Amortization Asset
(In thousands
December 31, 201.
Core deposit intangible $ 1,02¢ $ 181 $ 84¢

December 31, 201
Core deposit intangible $ 49¢ % 18 $ 481
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6. INVESTMENT SECURITIES

The amortized cost, gross unrealized gains anédcesd fair values of available for sale and helehaturity securities at December 31, 2014
were as follows:

December 31, 201
Amortized Gross Unrealize Fair

Cost Gains Losses Value
(In thousands

Available for sale securities:
U.S. Government and agency obligatit

Due in less than one ye $ 497 $ 9 $ - % 50€
Due from one through five yea 3,99¢ - (69) 3,92¢
Due from five through ten yea 17,05t 27 (79 17,00:
Due after ten years 3,00¢ 4 (28) 2,98(
24,55¢ 40 (17€) 24,41¢
State agency and municipal obligatic
Due from five through ten yea 9,297 29t (48) 9,54¢
Due after ten years 8,50( 544 (4) 9,04(
17,79 83¢ (52 18,58
Corporate bond
Due in less than one ye 5,76¢ 44 (6) 5,80z
Due from one through five yea 4,15( 26¢ - 4,41¢
Due from five through ten years 6,121 8 (24) 6,10¢
16,03t 32C (30) 16,32¢
Governmer-sponsored mortgage backed secur
Due from one through five yea 99 1 - 10C
Due after ten years 5,46¢ 131 (17) 5,582
5,561 132 (17) 5,68
Total available for sale securities $ 63,95: $ 1,331 $ (275) $ 65,00¢
Held to maturity securities:
U.S. Government and agency obligatit
Due in less than one ye $ 1,01C $ - % - % 1,01(
State agency and municipal obligatic
Due after ten yeal 9,17¢ - - 9,17¢
Corporate bond
Due from five through ten yea 1,00¢ - (15 98t
Governmer-sponsored mortgage backed secur
Due after ten years 26E 31 - 29¢€
Total held to maturity securities $ 11,45: $ 31 $ (15 $ 11,47(
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The amortized cost, gross unrealized gains anéscesd fair values of available for sale and helehaturity securities at December 31, 2013
were as follows:

December 31, 201
Amortized Gross Unrealize Fair

Cost Gains Losses Value
(In thousands

Available for sale securities:
U.S. Government and agency obligatit

Due from one through five yea $ 1,00C $ - % an $ 98¢
Due from five through ten years 4,99 - (292) 4,70¢
5,997 - (309) 5,68¢
State agency and municipal obligatic
Due from five through ten yea 3,12¢ 152 - 3,271
Due after ten years 8,48( 37¢ - 8,85¢
11,60¢ 527 - 12,13.
Corporate bond
Due from one through five yea 9,16¢ 411 (11 9,56¢
Governmer-sponsored mortgage backed secur
Due after ten years 1,13: 78 - 1,211
Total available for sale securities $ 27,90. $ 1,01¢ $ (320) $ 28,59"

Held to maturity securities:
U.S. Government and agency obligatit

Due from one through five yea $ 1,021 $ - $ 2 % 1,01¢
State agency and municipal obligatic

Due after ten yeal 11,46: - - 11,46:
Corporate bond

Due from five through ten yea 1,00(¢ - 27 97:
Governmer-sponsored mortgage backed secur

Due after ten years 334 28 - 362

Total held to maturity securities $ 13,81t $ 28 % (29 $ 13,81!

There were no sales of, or realized gains or lossgsinvestment securities for the year ended Déeer3l, 2014. For the years en
December 31, 2013 and 2012, the Company realizessgyains of $648 thousand and $76 thousand frensales of investment securit
respectively. For the years ended December 31, 20832012, gross losses on the sale of investneentriies were $0 and $95 thous:
respectively. These amounts were reclassified batocumulated other comprehensive income and ieclud net income under the line it
“net gain (loss) on sale of available for sale siies” in noninterest income.

At December 31, 2014 and 2013, securities with agprate fair values of $5.9 million and $6.2 mifliorespectively, were pledged
collateral for public deposits.
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The following table provides information regardimyestment securities with unrealized losses, ageel by investment category and lel
of time that individual securities had been in atéwous unrealized loss position at December 8142nd 2013:

December 31, 201.

U.S. Government and agency obligatit

State agency and municipal obligatic

Corporate bond

Government-sponsored mortgage backed
securities

Total investment securities

December 31, 201
U.S. Government and agency obligatit
Corporate bonds

Total investment securities

Length of Time in Continuous Unrealized Loss Posi

Less Than 12 Montt 12 Months or Mor¢ Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Loss Value Loss Value Loss

(In thousands

$ 451 $ (56) $  587¢ $ (120 $ 1039: $ (176€)
1,771 (52) - - 1,771 (52)
6,78: (40) 99t (5) 7,77¢ (45)
1,40¢ (17) : : 1,40¢ (17)

$ 1447 $ (165) $  6,87¢ $ (125) $ 2134t $ (290)
$ 5791 $ (222 $ 91C $ 89) $ 6701 $ (311)
- - 1,961 (38) 1,961 (38)

$ 5791 $ (222) $ 2,871 $ (127 $ 8,66¢ $ (349

There were 42 and eight individual investment séesr respectively, in which the fair value of thecurity was less than the amortized co
the security at December 31, 2014 and Decembe2(B1B.

The U.S. Government and agency obligations owned edther direct obligations of the U.S. Governmentare issued by one of 1
shareholder-owned corporations chartered by the G&ernment. The Comparsy’corporate and municipal bonds are all rated ¢
investment grade. The U.S. Government and agenligatibns, state agency and municipal bonds, angacate bonds have experien
declines due to general market conditions. Managénhetermined that there has been no deterioratioredit quality subsequent to purch
and believes that unrealized losses are temparsylting from recent market conditions.
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7. LOANS RECEIVABLE AND ALLOWANCE FOR LOAN LOSSES
Loans acquired in connection with the Wilton acdigs in November 2013 and the Quinnipiac acquisitin October 2014 are referred tc
“acquired” loans as a result of the manner in whioky are accounted for. All other loans are ref¢no as “originatedfoans. Accordingly

selected credit quality disclosures that follow aresented separately for the originated loan plastind the acquired loan portfolio.

The following table sets forth a summary of thenlpartfolio at December 31, 2014 and 2013:

December 31, 201 December 31, 201
(In thousands Originated Acquired Total Originated Acquired Total
Real estate loan

Residentia $ 169,83. $ 519 $ 175,03. $ 155,87: $ - % 155,87:
Commercial 458,50t 62,67¢ 521,18: 305,82: 10,71( 316,53:
Constructior 62,25¢ 971 63,22¢ 44,18, 7,35¢ 51,54¢
Home equity 10,22¢ 7,94( 18,16¢ 9,62 4,26 13,89:
700,82 76,78¢ 777,60 515,50¢ 22,33t 537,84
Commercial busines 120,36 28,89¢ 149,25¢ 92,17: 1,39: 93,56¢
Consumer 245 2,65 2,89¢ 225 377 60z
Total loans 821,42t 108,33t 929,76 607,90 24,10t 632,01!
Allowance for loan losse (10,86() - (20,860) (8,389 - (8,382
Deferred loan origination fees, r (2,93%) - (2,939 (1,78 (3D (1,816
Unamortized loan premiums 16 - 16 16 - 1€
Loans receivable, ne $ 80764 $ 108,33t $ 91598 $ 597,75¢ $ 24,07 $ 621,83

Lending activities are conducted principally in tRairfield and New Haven County region of Conneadtiand consist of residential ¢
commercial real estate loans, commercial busineessl and a variety of consumer loans. Loans may kssgranted for the constructior
residential homes and commercial properties. Alidential and commercial mortgage loans are codited by first or second mortgages
real estate.

The following table summarizes activity in the aatable yields for the acquired loan portfolio foe tyears ended December 31, 2014 and .

(In thousands 2014 2013

Balance at beginning of peric $ 1,418 $ =
Acquisition 47¢ 1,51
Accretion (13€) (95)
Other (a) (378 -
Balance at end of period $ 1,382 $ 1,41¢

a) Represents changes in cash flows expecteel tollected due to loan sales or payoffs.
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Risk management

The Company has established credit policies apgbcto each type of lending activity in which itgages. The Company evaluates
creditworthiness of each customer and, in mosts;asetends credit of up to 80% of the market valfieghe collateral, depending on

borrowers’creditworthiness and the type of collateral. Thekatvalue of collateral is monitored on an ongolregis and additional collate
is obtained when warranted. Real estate is thegpyirform of collateral. Other important forms ofllateral are business assets, time def
and marketable securities. While collateral prosidesurance as a secondary source of repaymeothpany ordinarily requires the prim
source of repayment to be based on the borroweilgyato generate continuing cash flows. The Compa policy for residential lendir
allows that, generally, the amount of the loan may exceed 80% of the original appraised valuehef groperty. In certain situations,

amount may be up to 6% LTV either with private mortgage insurance eiaquired for that portion of the residential laarexcess of 80
of the appraised value of the property or whereoséary financing is provided by a housing authofiyppgram second mortgage
community’s low/moderate income housing program, a religmusivic organization. Private mortgage insurarecesuired for that portion
the residential first mortgage loan in excess @h&% the appraised value of the property.

Credit quality of loans and the allowance for loanosses

Management segregates the loan portfolio into pliotsegments which is defined as the level at Wile Company develops and docume
systematic method for determining its allowanceléan losses. The portfolio segments are segredmtseld on loan types and the underl
risk factors present in each loan type. Such @skdrs are periodically reviewed by managementranded as deemed appropriate.

The Company'’s loan portfolio is segregated intoftll®wing portfolio segments:

Residential Real Estaterhis portfolio segment consists of the originatiminfirst mortgage loans secured by one-to ftamily owne
occupied residential properties and residentialstiootion loans to individuals to finance the comstion of residential dwellings f
personal use located in our market area.

Commercial Real Estaté&his portfolio segment includes loans secured byroercial real estate, non-owner occupied one-to-family
and multifamily dwellings for property owners and businessesur market area. Loans secured by commercélestate generally ha
larger loan balances and more credit risk than owoeupied one-to four-family mortgage loans.

Construction : This portfolio segment includes commercial camdion loans for commercial development projectscluding
condominiums, apartment buildings, and single famsilbdivisions as well as office buildings, retaild other income producing proper
and land loans, which are loans made with landeasrgy. Construction and land development finagajenerally involves greater cre
risk than long-term financing on improved, owmecupied real estate. Risk of loss on a constmdi@an depends largely upon
accuracy of the initial estimate of the value @ iroperty at completion of construction comparethe estimated cost (including inter
of construction and other assumptions. If the esnof construction cost proves to be inaccuratedompany may be required to advz
additional funds beyond the amount originally coted in order to protect the value of the propektpreover, if the estimated value
the completed project proves to be inaccurateptreower may hold a property with a value thatisuifficient to assure full repayme
Construction loans also expose the Company toiske that improvements will not be completed oretiim accordance with specificati
and projected costs and that repayment will dementhe successful operation or sale of the pragerivhich may cause some borrov
to be unable to continue with debt service whichases the Company to greater risk of non-paymehtass.
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Home Equity This portfolio segment primarily includes homeuityg loans and home equity lines of credit securgdwner occupied one-
to fourfamily residential properties. Loans of this type aritten at a maximum of 80% of the appraisedieadf the property and t
Company requires a second lien position on the grtgp These loans can be affected by economic tondiand the values of {
underlying properties.

Commercial Busines§his portfolio segment includes commercial busifeass secured by assignments of corporate assetgeason:
guarantees of the business owners. Commercial ésssiloans generally have higher interest ratessharer terms than other loans,
they also may involve higher average balanceseasad difficulty of loan monitoring and a higheskriof default since their repaym
generally depends on the successful operationedfdinrower’s business.

Consumer:This portfolio segment includes loans secured lwnga or certificate accounts, or automobiles, all &s unsecured perso
loans and overdraft lines of credit. This typeasr entails greater risk than residential mortdagas, particularly in the case of loans
are unsecured or secured by assets that depregptdy. An unallocated component is maintainedewimeeded, to cover uncertain
that could affect management’s estimate of problmisiees.

The unallocated component of the allowance refléloes margin of imprecision inherent in the undexyiassumptions used in
methodologies for estimating allocated and genesakrves in the portfolio. The unallocated alloveans used to provide for
unidentified loss that may exist in emerging prablans that cannot be fully quantified or may lfieded by conditions not ful
understood as of the balance sheet date. The natdhballowance was $0 at December 31, 2014 andnbiesr 31, 2013, respectively.
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Allowance for loan losses

The following tables set forth the activity in tR@mpanys allowance for loan losses for the years endeciber 31, 2014, 2013 and 2C
by portfolio segment:

Residentie Commercie Commercie
Real Estat Real Estatt Constructioo Home Equitt  Business  Consume Unallocate: Total
(In thousands
December 31, 201

Originated

Beginning balanc $ 1,31C $ 3,61¢ $ 1,032 $ 19C $ 2,228 $ 9 % - $ 8,382
Chargeoffs - - - - - ©)] - (3)
Recoveries - - - - 4 42k - 42¢
Provisions 121 1,86¢ 7C 15 40¢ (427) - 2,052

Ending balance $ 1431 $ 548( $ 1,102 $ 208 $ 263t $ 4 3 - $ 10,86(

Acquired

Beginning balanc $ - $ - 8 - $ - 8 - 9 - $ - 9 >
Chargeoffs - - (100 - - - - (100)
Recoveries - - - - - - - -
Provisions - - 10C - - - - 10C

Ending balance $ - $ - % - $ - $ - $ - $ - $ R

Total

Beginning balanc $ 131C $ 3,61¢ $ 1,032 3% 19C $ 2,22t $ 9 % - $ 8,38
Chargeoffs - - (200 - - ©)] - (109)
Recoveries - - - - 4 42k - 42¢
Provisions 121 1,86¢ 17C 15 40¢ (427) - 2,152

Ending balance $ 1431 $ 548( $ 1,10: & 205§ 2,63t $ 4 $ - $ 10,86(
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December 31, 2013

Originated

Beginning balanc
Chargeoffs
Recoveries
Provisions

Ending balance

Acquired

Beginning balanc
Chargeoffs
Recoveries
Provisions

Ending balance

Total

Beginning balanc
Chargeoffs
Recoveries
Provisions

Ending balance

December 31, 201.

Beginning balanc
Chargeoffs
Recoveries
Provisions

Ending balance

Residentie Commercie Commercie
Real Estat Real Estatt Constructioo Home Equit  Business  Consume Unallocate: Total
(In thousands
$ 1,23C $ 3,84: % 92¢ $ 22C $ 1,71¢  $ 2 % - $ 7,941
- (166€) - - - 4) - 170
- - - - - 26 - 26
80 (6C) 10z (30) 507 (15) - 58E
$ 1,31C $ 3,61¢ $ 1,03 $ 19C $ 2,228 § 9 % - $ 8,382
$ - $ - $ - % - $ - $ - $ - $ =
$ - $ - $ - $ - $ - $ - $ - $ =
$ 1,23C $ 3,84: % 92¢ $ 22C % 1,71¢  $ 2 % - $ 7,941
- (16€) - - - 4 - (170
- - - - - 26 - 26
80 (6C) 10z (30) 507 (15) - 58E
$ 1,31C $ 3,61¢ $ 1,03 $ 19C $ 2,228 $ 9 % - $ 8,382
Residentie Commercie Commercia
Real Estat Real Estatt Constructioc Home Equit  Business Consume Unallocate! Total
(In thousands
$ 129 $ 2,51¢ % 1,007 $ 274 $ 1317 $ 11 $ 7 $ 6,42
(267) - (60) - - (5) - (326)
- - - - - 21 - 21
201 1,328 (18) (54) 401 (25) (7) 1,821
$ 123 % 3,84: $ 92¢ $ 22C $ 1,718 $ 2 $ - $ 7,941

With respect to the originated portfolio, the aliion to each portfolio segment is not necessanilycative of future losses in any partict
portfolio segment and does not restrict the usd@fllowance to absorb losses in other portf@ignsents.
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The following tables are a summary, by portfoligreent and impairment methodology, of the allowdacdoan losses and related portfolio
balances at December 31, 2014 and 2013:

Originated Loan: Acquired Loan: Total
Portfolio Allowance Portfolio Allowance Portfolio Allowance
(In thousands

December 31, 201
Loans individually evaluated for

impairment:
Residential real esta $ 864 $ - $ - $ - % 864 $ -
Commercial real esta 4,99¢ 23 - - 4,99¢ 23
Constructior - - - - - -
Home equity 91 - - - 91 -
Commercial busines 1,701 10 62¢ - 2,33( 1C
Consumer - - - - - -
Subtotal $ 765 $ 33 $ 62¢ $ - $ 8,281 $ 33
Loans collectively evaluated fol
impairment:
Residential real esta $ 168,96¢ $ 1,431 $ 519t $ - $ 174,16° $ 1,431
Commercial real esta 453,51( 5,457 62,67¢ - 516,18! 5,457
Constructior 62,25¢ 1,102 971 - 63,22¢ 1,102
Home equity 10,13t 20t 7,94( - 18,07t 20t
Commercial busines 118,65¢ 2,62¢ 28,27( - 146,92¢ 2,62¢
Consumer 24% 4 2,65: - 2,89¢ 4
Subtotal $ 813,77 $ 10,827 $ 107,700 $ - 9 921,48: $ 10,82"
Total $ 821,42t % 10,86( $ 108,33t $ - $ 929,76. $ 10,86(
Originated Loan: Acquired Loans Total
Portfolio Allowance Portfolio Allowance Portfolio Allowance

(In thousands
December 31, 201
Loans individually evaluated for

impairment:
Residential real esta $ 1,867 $ 73 $ - $ - $ 1,867 $ 73
Commercial real esta 1,115 56 - - 1,117 56
Constructior - - - - - -
Home equity 97 4 - - 97 4
Commercial busines 64z 12 - - 64z 12
Consumer - - - - - -
Subtotal $ 3,72:  $ 148 $ - $ - $ 3,72 $ 14kE
Loans collectively evaluated fol
impairment:
Residential real esta $ 154,000 $ 1,237 $ - $ - $ 154,000 $ 1,237
Commercial real esta 304,70t 3,56( 10,71( - 315,41¢ 3,56(
Constructior 44,187 1,032 7,35¢ - 51,54t 1,03z
Home equity 9,52¢ 187 4,26 - 13,79t 187
Commercial busines 91,53: 2,21: 1,39: - 92,92 2,212
Consumer 22F 9 377 - 60z 9
Subtotal $ 604,18 $ 8237 $ 24,10¢ $ - $ 628,28¢ $ 8,231
Total $ 607,90 $ 8,38 $ 24,10¢ $ - $ 632,01: $ 8,38:
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Credit quality indicators

The Companys policies provide for the classification of loanto the following categories: pass, special memtgubstandard, doubtful ¢
loss. Consistent with regulatory guidelines, lodrad are considered to be of lesser quality argsiflad as substandard, doubtful, or loss a¢
A loan is considered substandard if it is inadegjygprotected by the current net worth and payiapgacity of the obligor or of the collate
pledged, if any. Substandard loans include thoaadaharacterized by the distinct possibility tiet Company will sustain some loss if
deficiencies are not corrected. Loans classifiedastful have all of the weaknesses inherent asehclassified substandard with the ac
characteristic that the weaknesses present malexiwoh or liquidation in full, on the basis of cently existing facts, conditions and valt
highly questionable and improbable. Loans clagsifis loss are those considered uncollectible arsdiaif little value that their continuance
loans is not warranted. Loans that do not exposé€timpany to risk sufficient to warrant classificatin one of the aforementioned catego
but which possess potential weaknesses that deslese attention, are designated as special mention

Loans that are considered to be impaired are amdly@ determine whether a loss is possible and, ibsalculation is performed to detern
the possible loss amount. If it is determined thatloss amount is $0, no reserve is held agaiesasset. If a loss is calculated, then a spr
reserve for that asset is determined.

The following tables are a summary of the loanfptict quality indicators by portfolio segment at &@enber 31, 2014 and 2013:

Commercial Credit Quality Indicato
At December 31, 201 At December 31, 201
Commercia Commercia Commercia Commercial
Real Estatt Constructior Business Real Estatt Constructior Business
(In thousands

Originated loans

Pass $ 452,97 % 62,25¢ $ 115,320 $ 304,46¢ $ 44,187 $ 91,09:
Special mentiol 2,09¢ - 5,03 237 - 43¢
Substandar 3,43¢ - - 1,117 - 64z
Doubtful - - - - - -
Loss - - - - - -

Total originated loans 458,50t 62,25¢ 120,36( 305,82: 44,18 92,17

Acquired loans

Pass 61,01° 13€ 27,07« 10,35: 4,68¢ 82t
Special mentiol - - 65¢ 24 161 252
Substandari 1,65¢ 83t 1,16¢ 33t 2,50¢ 31¢
Doubtful - - - - - -
Loss = = > > > >

Total acquired loans 62,67¢ 971 28,89¢ 10,71( 7,35¢ 1,39:

Total $ 521,18, $ 63,22¢ $ 149,25¢ $ 316,53. $ 51,54t $ 93,56¢
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Residential and Consumer Credit Quality Indica
At December 31, 201 At December 31, 201
Residentia Residentia
Real Estatt  Home Equity Consume Real Estatt  Home Equity Consumel
(In thousands

Originated loans

Pass $ 168,96¢ $ 10,13 % 24 $ 153,44: % 9,447 $ 22t
Special mentiol 864 91 - 2,431 17¢ -
Substandar: - - - - - -
Doubtful - - - - - -
Loss - - - - - -

Total originated loans 169,83. 10,22¢ 243 155,87« 9,62°¢ 22F

Acquired loans

Pass 5,022 7,92t 2,65 - 4,221 234
Special mentiol - - - - - 145
Substandar: 17¢ 15 - - 46 -
Doubtful - - - - - -
Loss = = > > > >

Total acquired loans 5,19¢ 7,94( 2,65: - 4,26 371

Total $ 175,03 $ 18,16¢ $ 2,89¢ $ 155,87: $ 13,89: $ 602

Loan portfolio aging analysis

When a loan is 15 days past due, the Company déedsorrower a late notice. The Company also cosittee borrower by phone if t
delinquency is not corrected promptly after theigehas been sent. When the loan is 30 days pastitei Company mails the borrower a ¢
reminding the borrower of the delinquency, andraftes to contact the borrower personally to deteemiive reason for the delinquency
ensure the borrower understands the terms of #re lbnecessary, subsequent delinquency notieessuied and the account will be monitc
on a regular basis thereafter. By the 90th day adinduency, the Company will send the borrower raalfidemand for payment and n
recommend foreclosure. A summary report of all 80 days or more past due is provided to the boardirectors of the Company e
month. Loans greater than 90 days past due arealgneut on nonaccrual status. A nonaccrual lGarestored to accrual status when it i
longer delinquent and collectability of interestigsrincipal is no longer in doubt. A loan is coresied to be no longer delinquent when tin
payments are made for a period of at least six hso(dne year for loans providing for quarterly emgannual payments) by the borrowe
accordance with the contractual terms.
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The following tables set forth certain informatiarnth respect to our loan portfolio delinquencies fyrtfolio segment and amount as
December 31, 2014 and December 31, 2013:

As of December 31, 201

Carrying
Amount > 9C
31-60 Days 61-90 Days  Greater Thal Total Pas Days anc
Past Due Past Due 90 Days Due Current Accruing
(In thousands
Originated Loan:
Real estate loan
Residential real esta $ - % - $ - $ - % 169,83: $ -
Commercial real esta - - 3,43¢ 3,43¢ 455,07( 21¢
Constructior - - - - 62,25¢ -
Home equity - - - - 10,22¢ -
Commercial busines - - - - 120,36( -
Consumer - - - - 245 -
Total originated loans - - 3,43¢ 3,43¢ 817,99( 21€
Acquired Loans
Real estate loan
Residential real esta 33¢ - 294 63% 4,56k 17¢
Commercial real esta 68t 677 83¢ 2,19¢ 60,477 46¢€
Constructior - - 83t 83t 13€ 83t
Home equity - 40 - 40 7,90( -
Commercial busines 17¢ 38¢€ 30¢ 86¢ 28,03( 30¢
Consumer 3 - - 3 2,65( -
Total acquired loans 1,20t 1,102 2,27( 4,57¢ 103,75¢ 1,782
Total loans $ 1,208 $ 1,10 $ 570¢ $ 8,01¢ $ 921,74t $ 1,99¢
As of December 31, 201
Carrying
Amount > 9C
31-60 Days 61-90 Days  Greater Thal Total Pas Days anc
Past Due Past Due 90 Days Due Current Accruing
(In thousands
Originated Loan:
Real estate loan
Residential real esta $ - $ - $ 1,00: $ 1,00 $ 154,87: $ -
Commercial real esta - - - - 305,82: -
Constructior - - - - 44,187 -
Home equity - - - - 9,62¢ -
Commercial busines - - - - 92,17: -
Consumer - - - - 22t -
Total originated loans - - 1,00: 1,00: 606,90: -
Acquired Loans
Real estate loan
Residential real esta - - - - - -
Commercial real esta - - 797 797 9,91: 797
Constructior - - 2,50¢ 2,50¢ 4,85( 2,50¢
Home equity - - - - 4,26 -
Commercial busines - - 31t 31t 1,07¢ 31t
Consumer - - - - 377 -
Total acquired loans - - 3,62( 3,62( 20,48¢ 3,62(
Total loans $ - $ - $ 4,62 $ 4,62 $ 627,38¢ $ 3,62(
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Loans on nonaccrual status
The following is a summary of nonaccrual loans bytiplio segment as of December 31, 2014 and 2013:

December 31

2014 2013
(In thousands

Residential real esta $ - % 1,00z
Commercial real esta 3,22( -
Commercial business 142 -

Total $ 3,36 $ 1,00:

The amount of income that was contractually duenietitecognized on originated nonaccrual loandedt&8 thousand, $23 thousand and ¢
thousand for the years ended December 31, 2018 &0d 2012, respectively. The amount of actuat@steincome recognized on these Ic
was $190 thousand, $8 thousand and $113 thousaltitefgears ended December 31, 2014, 2013 and 2&d#ctively.

At December 31, 2014 and 2013, there were no comenits to lend additional funds to any borrower onatcrual status.

The preceding table excludes acquired loans tleabecounted for as purchased credit impaired It@ating $1.9 million and $6.2 millio
respectively at December 31, 2014 and 2013. Suahslotherwise meet the Compaggefinition of a nonperforming loan but are exelc
because the loans are included in loan pools tieat@nsidered performing. The discounts arisinghfrecording these loans at fair value v
due, in part, to credit quality. The acquired loame accounted for on either a pool or individuasib and the accretable yield is bt
recognized as interest income over the life ofitlaes based on expected cash flows.

Impaired loans
An impaired loan generally is one for which it ipable, based on current information, the Compaitiynot collect all the amounts due un

the contractual terms of the loan. Loans are inldigily evaluated for impairment. When the Compadagsifies a problem loan as impaire:
provides a specific valuation allowance for thattjpm of the asset that is deemed uncollectible.
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The following table summarizes impaired loans bytfptio segment and the average carrying amount iatetest income recognized
impaired loans by portfolio segment as of Decen®igr2014, 2013 and 2012:

As of and for the Year Ended December 31, Z

Unpaid Average Interest
Carrying Principal Associatec Carrying Income
Amount Balance Allowance Amount Recognizec
Originated (In thousands
Impaired loans without a valuation allowan
Residential real esta $ 864 $ 864 $ - $ 864 $ 28
Commercial real esta 4,54: 4,54¢ - 4,034 227
Home equity 91 91 - 95 3
Commercial business 1,14¢ 1,15:% - 1,22¢ 52
Total impaired loans without a valuation allowance $ 6,64: $ 6,65: $ - $ 6,21¢ $ 30€
Impaired loans with a valuation allowan:
Commercial real esta $ 452 3% 452 3% 23 $ 457 3% 28
Commercial business 55€ 55€ 10 59€ 32
Total impaired loans with a valuation allowance $ 1,00¢ $ 1,00¢ $ 33 $ 1,05: $ 61
Total originated impaired loans $ 7,65: $ 7,661 $ 33 $ 727 $ 367
Acquired
Impaired loans without a valuation allowan
Commercial business $ 62 $ 62 $ - $ 607 $ 28
Total impaired loans without a valuation allowance $ 62¢ $ 62¢ $ - $ 607 $ 28
Impaired loans with a valuation allowan:
Total impaired loans with a valuation allowance $ - $ - $ - $ - $ -
Total acquired impaired loans $ 62¢ $ 62¢ $ - $ 607 $ 28
As of and for the Year Ended December 31, 2
Unpaid Average Interest
Carrying Principal Associatec Carrying Income
Amount Balance Allowance Amount Recognizec
Originated (In thousands
Impaired loans without a valuation allowan
Total impaired loans without a valuation allowa $ - % - % - $ - $ -
Impaired loans with a valuation allowan:
Residential real esta $ 1,867 $ 1,88 $ 73 % 1,89 $ 3€
Commercial real esta 1,113 1,113 56 1,127 5€
Home equity 97 97 4 221 7
Commercial business 642 642 12 68C 37
Total impaired loans with a valuation allowance $ 3,72: 3 3,73¢ 3 145 3 3,92¢ 3 13€
Total originated impaired loans $ 3,72 $ 3,73¢ $ 145 $ 3,92¢  $ 13€
Acquired
Impaired loans without a valuation allowan
Total impaired loans without a valuation allowal $ - 8% - $ - $ - $ -
Impaired loans with a valuation allowan:
Total impaired loans with a valuation allowance $ - $ - $ - $ - $ =
Total acquired impaired loans $ - 0% - 0% - 0% - % -
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As of and for the Year Ended December 31, Z

Unpaid Average Interest
Carrying Principal Associatec Carrying Income
Amount Balance Allowance Amount Recognize(
Impaired loans without a valuation allowan
Residential real esta $ 2,137 $ 2,137 % - 3 2,27 $ 47
Impaired loans with a valuation allowan:
Commercial real esta 1,815 1,815 24¢ 2,461 44
Commercial business 194 194 9 19¢ 14
Total impaired loans with a valuation allowance $ 2,011 $ 2,011 $ 256 $ 2,65¢ 3 58
Total impaired loans $ 4,148 $ 4,148 $ 256 $ 4932 $ 10t

Troubled debt restructurings (TDRS)

Modifications to a loan are considered to be alted debt restructuring when one or both of thiofaihg conditions is met: 1) the borrowe
experiencing financial difficulties and/or 2) thedification constitutes a concession that is ndine with market rates and/or terms. Modi
terms are dependent upon the financial positionre®ts of the individual borrower. Troubled delstnéecturings are classified as impa
loans.

If a performing loan is restructured into a TDRdtnains in performing status. If a nonperformingrias restructured into a TDR, it contin
to be carried in nonaccrual status. Nonaccruasdiaation may be removed if the borrower demais compliance with the modified te:
for a minimum of six months. Troubled debt restumet! loans are reported as such for at least caefy@n the date of restructuring. In ye
after the restructuring, troubled debt restructuozohs are removed from this classification if thstructuring agreement specifies a marke!
of interest equal to that which would be providedtborrower with similar credit at the time oftresturing and the loan is not deemed t
impaired based on the modified terms.

The recorded investment in TDRs was $3.6 millioDatember 31, 2014 and $1.6 million at DecembefB13.
The following table presents loans whose terms wesdified as TDRs during the periods presented:

Outstanding Recorded Investm:

Number of Loan: Pre-Modification Pos-Modification
(Dollars in thousands 2014 2013 2014 2013 2014 2013
Years ended December 3!
Commercial real esta 2 - % 1317 $ - $ 1,317 $ -
Home equity - 1 - 97 - 97
Commercial business 4 - 782 - 782 -
Total 6 1 $ 2,09¢ $ 97 $ 2,09¢ % 97

All TDRs at December 31, 2014 and 2013 were perifogrin compliance under their modified terms aneréfiore, were on accrual status.
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The following table provides information on how hsawere modified as a TDR for the years ended Dbeeil, 2014 and 2013.

December 31

2014 2013
(In thousands
Maturity/amortization concessic $ 94€ $ 97
Payment concession 1,15: -
Total $ 2,09¢ $ 97

There was no loans modified in a troubled debtuetiring, for which there was a payment defautimuthe years ended December 31, :
and 2013, respectively.
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8. P REMISES AND E QUIPMENT
At December 31, 2014 and 2013, premises and equipooasisted of the following:

December 31

2014 2013
(In thousands

Land $ 2,300 $ 1,45(C
Building 6,34¢ 3,54«
Leasehold improvemen 4,28( 3,157
Furniture and fixture 1,84: 1,45¢
Equipment 3,221 2,09(
17,98¢ 11,69°

Accumulated depreciation and amortization (6,079 (4,639
Premises and equipment, ne $ 1191(C § 7,06(

For the years ended December 31, 2014, 2013 ari] d6preciation and amortization expense relatgadmises and equipment totaled $1.2
million, $666 thousand and $612 thousand, respalgtiv

9. DEPosiTs
At December 31, 2014 and 2013, deposits consigtdwedollowing:

December 31

2014 2013
(In thousands

Noninterest bearing demand deposit acco $ 166,03( $ 118,61
Interest bearing accoun

NOW and money mark 276,50: 238,23:

Savings 84,45 107,69:

Time certificates of deposit 308,45 197,00«

Total interest bearing accounts 669,40¢ 542,92

Total deposits $ 835,43¢ $ 661,54!

Contractual maturities of time certificates of dsipas of December 31, 2014 and 2013 are summalnizied:

December 31

2014 2013
(In thousands
2014 - 173,26!
2015 244,67- 12,29:
2016 29,46: 5,707
2017 14,65 5,73¢
2018 9,96¢ -
2019 9,69( -

$ 308,45. $ 197,00«
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Time certificates of deposit in denominations 0®8D00 or more were approximately $239.8 milliamd $150.8 million at December 31, 2!
and 2013, respectively. The Dodd-Frank Wall StRefiorm and Consumer Protection Act (the “Dodd-FracK’), signed into law on July 2
2010, permanently raised the maximum deposit imagreamount to $250,000, retroactive to JanuaryOD82 The aggregate amount
individual certificate accounts with balances 068200 or more were approximately $61.7 million &4@.5 million at December 31, 2(
and 2013, respectively.

The following table summarizes interest expensadmnpunt type for the years ended December 31, 248 and 2012:

Years Ended December
2014 2013 2012
(In thousands

NOW and money marki $ 894 $ 547 $ 657
Savings 302 543 84¢€
Time certificates of deposit 2,09¢ 1,14z 864

Total interest expense on deposits $ 3,29 $ 223 $ 2,367

10. FEDERAL HOME LoaN B ANK A DVANCES AND O THER B ORROWINGS
The following is a summary of FHLB advances withtunitly dates and weighted average rates at DeceBihe&2014 and 2013:

December 31

2014 2013
Weighted Weighted
Amount Average Amount Average
(Dollars in thousands Due Rate Due Rate
Year of Maturity:
2014 - - 22,00( 0.5C
2015 109,00( 0.31 2,00( 2.7¢
2017 20,00( 0.9¢ 20,00( 0.9¢
Total advances $ 129,00( 0.42% $ 44.,00( 0.8:%

$25.0 million of the above mentioned FHLB advanaessubject to interest rate swap transactions.

The Bank has additional borrowing capacity at thi B, in excess of outstanding advances, up to &icepercentage of the value of quali
collateral, as defined in the FHLB Statement ofdRiats Policy, at the time of the borrowing. In adamce with agreements with the FHLB,
qualified collateral must be free and clear of diepledges and encumbrances. As of December 34 &l Company has immedi
availability to borrow $123.8 million based on dtiatl collateral.

Additionally, the Bank has access to a pre-appreesdired line of credit of $450 thousand with thit B, none of which was outstanding at
December 31, 2014 and 2013.

The Bank has an unsecured line of credit with BesikBank Northeast of $7.5 million and $2.0 million Récember 31, 2014 and 20
respectively, none of which was outstanding atdbswer 31, 2014 and 2013.
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Federal Home Loan Bank Stock

As a member of the FHLB, the Bank is required tantan investments in their capital stock. The Bamkned63,486 and 48,342 share!
December 31, 2014 and 2013, respectively. Theme igady market or quoted market values for thekstéhe shares have a par value of ¢
and are carried on the consolidated balance sheetst, as the stock is only redeemable at pgestuio the redemption practices of the FH
11. C oMMITMENTS AND C ONTINGENCIES

Leases

The Company leases its corporate office spaceefisaw all but two branch locations, plus certajmipment under operating lease agreem
which expire at various dates through 2028. In toidito rental payments, the leases require paymeptoperty taxes and certain comr

area maintenance fees. At December 31, 2014 angl 2@ure minimum rental commitments under the gohthese leases by year wer
follows:

2014 2013
Period Ending December 3 (In thousands

2014 $ - $ 1,71¢

2015 1,78¢ 1,71«

2016 1,767 1,19¢

2017 1,15¢ 1,16¢

2018 82¢ 914

Thereafter 3,74 4,19(

$ 9,28¢ $ 10,89:

Total rental expense approximated $1.6 million5$illion and $1.3 million for the years ended Dmaber 31, 2014, 2013 and 2012,
respectively.

Legal matters

The Company is involved in various legal proceedingiich have arisen in the normal course of busindsnagement believes that resolu
of these matters will not have a material effectttmCompany’s financial condition or results oéoions.

Off-balance sheet instruments

In the normal course of business, the Companypiarty to financial instruments with offalance sheet risk to meet the financing needts
customers. These financial instruments include cimemts to extend credit and involve, to varyinges, elements of credit and interest
risk in excess of the amounts recognized in thanfimal statements. The contractual amounts of tlresteuments reflect the extent
involvement the Company has in particular clasgémancial instruments.

The contractual amounts of commitments to exterditrepresents the amounts of potential accoumbisg should the contract be fully dre
upon, the customes’default, and the value of any existing collatbetomes worthless. Management uses the same podidies in makin
commitments and conditional obligations as it dim@son-balance sheet instruments and evaluates @ethmer’s creditworthiness on a case
by-case basis. Management believes that they corteolctedit risk of these financial instruments tlylowredit approvals, credit limi
monitoring procedures and the receipt of collatasatieemed necessary.
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Financial instruments whose contract amounts repted credit risk at December 31, 2014 and 2018 asr
follows:

December 31
2014 2013
(In thousands

Commitments to extend cred

Loan commitment $ 83,01 $ 61,63:¢
Undisbursed construction loa 61,09t 44,67(
Unused home equity lines of credit 12,34( 11,57¢

$ 156,44¢ $ 117,87¢

Commitments to extend credit are agreements totierdcustomer as long as there is no violatioanyf condition established in the contr
Commitments to extend credit generally have fixggdiration dates or other termination clauses ang neguire payment of a fee by
borrower. Since these commitments could expire auttbeing drawn upon, the total commitment amodotsiot hecessarily represent fui
cash requirements. The amount of collateral obthifieleemed necessary by the Company upon extews$ioredit, is based on management
credit evaluation of the counter party. Collatdérald varies, but may include residential and coneméproperty, deposits and securities.

12. | NCcOME T AXES
Income tax expense for the years ended Decemb&034, 2013 and 2012 consisted of:

2014 2013 2012
(In thousands
Current provision

Federal $ 2,147 % 1,94 % 1,01¢
State 71€ 597 41€
Total current 2,86t 2,541 1,43¢
Deferred provision

Federal (557) (385) (50€)
State (139) 28 (26€)
Total deferred (69€) (357) (777)

Total income tax expenst $ 2,16¢ $ 218 % 657
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A reconciliation of the anticipated income tax expe, computed by applying the statutory federadime tax rate of 34% to the income be
income taxes, to the amount reported in the cotat@d statements of income for the years endedrileme31, 2014, 2013 and 2012 wa
follows:

December 31

2014 2013 2012
(In thousands

Income tax expense at statutory federal $ 2291 % 2,497 $ 63€
State tax expense, net of federal tax ef 25¢ 23¢ 161
Gain from bargain purcha: - (459 -
Income exempt from ta (529 (299 (287)
Other items, net 19 21 20&
Income tax expense before change in valuation alme 2,04¢ 2,01C 721
Change in valuation allowance 12: 174 (64)

Income tax expense $ 2,16¢ $ 2,18/  $ 657

At December 31, 2014 and 2013, the componentsfefréel tax assets and liabilities were as follows:

Decembe3l,
2014 2013
(In thousands

Deferred tax asset

Allowance for loan losse $ 4,31¢ $ 3,34¢
Net operating loss carryforwar 1,53¢ 1,47¢
Purchase accounting adjustme 504 1,094
Deferred fee: 1,14« 707
Deferred Expense 91¢ 271
Star-up costs 34¢ 21z
Unrealized loss on derivativi 73 -
Other 647 512
Gross deferred tax ass: 9,48: 7,62¢
Valuation allowance (80€) (682)
Deferred tax receivable, net of valuation allowance 8,671 6,94:

Deferred tax liabilities

Tax bad debt resen 74C 49¢
Depreciatior 37C 327
Unrealized gain on available for sale securities 411 271
Gross deferred tax liabilities 1,521 1,097
Net deferred tax asset $ 7,15¢ % 5,84¢
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At December 31, 2014, the Company had federal petating loss carryovers of $3.2 million. Teerryovers were transferred to the Comy
upon the merger with the Wilton Bank. The lossell @dpire after 2032 and are subject to certainuahtimitations which amount to $1
thousand per year.

In addition, at December 31, 2014 and 2013, thezeewnet operating loss carry forwards of approxaiya$9.3 million and $6.0 milliol
respectively, for state tax purposes that werelaviai to reduce future state taxable income. Aatédm allowance against deferred tax assi
required if, based on the weight of available enwd it is more likely than not that some or altlod deferred tax assets will not be realize«
December 31, 2014 and 2013, management recordetuation allowance against the deferred tax benefitthe state operating loss ci
forwards and other state deferred tax assets éoBé#mk Holding Company.

Management regularly analyzes their tax positiomd @ December 31, 2014, does not believe thaCtmapany has taken any tax positi
where future deductibility is not certain. As of @enber 31, 2014, the Company is subject to unedsirgutes of limitation for examination
its tax returns for U.S. federal and Connecticabme taxes for the years 2011 through 2013.

13. 401(K) RROFIT SHARING PLAN

The Companys employees are eligible to participate in The BeglkFinancial Group, Inc. and its Subsidiaries affiliates 401(k) Plan (th
“401k Plan”).The 401k Plan covers substantially all employees wate 21 years of age. Under the terms of the 404k, participants ci
contribute up to a certain percentage of their camsption, subject to federal limitations. The Conypaatches eligible contributions and r
make discretionary matching and/or profit sharimgtdbutions. Participants are immediately vestedhieir contributions and become fi
vested in the Comparg/contributions after completing five years of sggv The Company contributed $151 thousand, $18dsi#dnd and $1(
thousand to the 401k Plan during the years endedibeer 31, 2014, 2013 and 2012, respectively.

14. BEARNINGS PER SHARE

Basic earnings per share (“EPS”) is computed bidalig income available to common shareholders eywikightedaverage number of sha
of common stock outstanding for the period. DiluEgeS reflects the potential dilution that could wrcif securities or other contracts to is
common stock (such as stock options) were exer@samnverted into common stock or resulted iniflsgance of common stock that t
shared in earnings. Unvested share-based paymenwtiswwhich include the right to receive nfonfeitable dividends, are considerec
participate with common stock in undistributed é&ags for purposes of computing EPS.

The Companys unvested restricted stock awards are participegécurities, and therefore, are included in thepugation of both basic a
diluted earnings per common share. EPS is calallagang the twaslass method, under which calculations (1) exclude the numerator ai
dividends paid or owed on participating securii@sl any undistributed earnings considered to bibathble to participating securities and
exclude from the denominator the dilutive impacttaf participating securities.
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The following is a reconciliation of earnings aahille to common shareholders and basic weightedage common shares outstandir
diluted weighted average common shares outstandéfigcting the application of the two-class method

For the Years Ended December

2014 2013 2012
(In thousands, except per share de

Net income $ 4,56¢ 3 5161 $ 1,21«
Preferred stock dividends and net accre (110 (117 (132)
Dividends and undistributed earnings allocatedaitigipating securities (81) (89 -
Net income for earnings per share calcula $ 4371 $ 4,961 $ 1,08:
Weighted average shares outstanding, t 5,57¢ 3,39t 2,76¢
Effect of dilutive equity-based awards 28 56 97
Weighted average shares outstanding, dil 2,60¢ 3,451 2,868
Net earnings per common sha

Basic earnings per common sh $ 0.7¢ % 14¢ $ 0.3¢

Diluted earnings per common shi 0.7¢ 1.44 0.3¢

15. Sock-BAsSeD COMPENSATION PLANS
Equity award plans
The Company has five equity award plans, whichcatkectively referred to as the “Plan”.

Any future issuances of equity awards will be madder the 2012 Plan and/or any new plan adoptetid¥Company and its shareholder
the future. All equity awards made under the 20l#hRire made by means of an award agreement, wdoictains the specific terms ¢
conditions of the grant. At December 31, 2014,dheere 424,292 shares reserved for future issuamber the 2012 Plan.

Share Options As discussed in Note 1, the Company accountstfmk options based on the fair value at the datgamt and records expel
over the vesting period of such awards on a sttdigé basis. Options vest over periods up to Sg.eaor the years ended December 31, 2
2013, and 2012, the Company recorded expenseddtatiptions granted under the various plans of@pmately $32 thousand, $41 thous:
and $82 thousand, respectively.

There were no options granted during the yearscemeember 31, 2014 and 2013. The fair value aboptgranted during the year en
December 31, 2012 was estimated at the grant dabg the minimum value optiopricing model with the following weighted aver:
assumptions for the grants:

Year Ended
December 31,
2012
Weighted average expected lives, in ye 7.5
Risk-free interest rat 1.81%
Expected stock price volatilil 35.0%
Expected annual forfeiture re 6.0(%
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A summary of the status of outstanding stock ogtianDecember 31, 2014, 2013 and 2012, and chalges) the periods then ended, were

follows:

Options outstanding beginning of perioc

December 31

2014 2013 2012
Weighted Weightec Weighted
Number  Average Number Average Number Average
of Exercise of Exercise of Exercise
Shares Price Shares Price Shares Price

208,56¢ $ 16.67

272,35¢ $ 15.2¢

277,55¢ $ 14.6(

Granted - - - - 9,65( 15.0C

Issued resulting from Acquisitior 61,04( 17.8¢ - - - -

Forfeited (4,270) 18.3: (4,080 17.4- (14,850 13.1:

Exercisec (20,309 10.15 (46,640 10.0z - -

Expired (40,240 17.7i (13,070 10.0¢ - -
Options outstanding at end of period 204,79: 17.42 208,56 16.67 272,35! 15.2:
Options exercisable at end of period 193,43. 17.5¢ 188,85. 16.8¢ 241,23 15.2:
Weighted-average fair value of options grantedrdyri

the perioc N/A N/A $ 6.54

Total intrinsic value is the amount by which thé faalue of the underlying stock exceeds the esergrice of an option on the exercise (
The total intrinsic value of share options exertiskiring the years ended December 31, 2014, 208132862 was $214 thousand, $
thousand and $0, respectively.

Restricted Stocl: Service condition restricted stock provides geastwith rights to shares of common stock upon detiop of a servic
period. Shares of unvested restricted stock arBcppaating securities and considered outstandirgyviBe condition restricted stock awe
generally vest over one to five years. The follogvtable presents the activity for restricted stfmokthe years ended December 31, 2014,
and 2012:

Decembe31,
2014 2013 2012

Weighted Weighted Weighted

Number Average Number Average Number Average
of Grant Date of Grant Date of Grant Date

Shares Fair Value Shares Fair Value Shares Fair Value
Unvested at beginning period 122,14 $ 15.9¢ 49,50 $ 15.0¢ 30,00 $ 15.9¢
Granted 127,61( 19.0¢ 87,45¢ 16.3¢ 49,50( 15.0(
Vested (32,23Y) 17.62 (12,900 14.92 (30,000 15.9¢
Forfeited (51,657 15.8¢ (1,916 15.9¢ - -
Unvested at end of period 165,86: 18.0¢ 122,14( 15.9¢ 49,50( 15.0(C

The Company’s restricted stock expense for thesyeaded December 31, 2014, 2013 and 2012 was #648and, $268 thousand and $481
thousand, respectively.
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Market Conditions Restricted StocOn December 9, 2014 the Company issued restri¢bett svith market and service conditions pursua
the Companys 2012 Stock Plan. The maximum number of sharéstiravest is 49,400. The actual number of sharbes tvested will be bas
on market criteria over a five-year period endimgDecember 1, 2019 based on the Commastgdck price being at or above $25.00, $27.0(
$29.00 per share over a 6@y consecutive period. These shares may vestsoperiod from December 1, 2017 to December 1, 2@ked o
meeting the price targets. In addition, the grasmiteest be employed with the Company on the vestig to receive the shares. The Com
determined the fair value of these market conditiaards in accordance wik6C 718 — Stock Compensatiging the Monte Carlo simulati
model deemed appropriate for this type of grant grant date fair value for these grants was $1fh68he awards that vest at the $25 s
price, $10.30 for the awards that vest at the $@3ksprice and $9.10 for the awards that vest@a®®0 stock price. The grant date fair valut
the Companys stock was $18.99 per share. The Company recabfiiz4 thousand in stock compensation expense éoyehr ended Decem|
31, 2014 for these restricted stock awards.

16. COMPREHENSIVE |INCOME

Comprehensive income represents the sum of netmi@and items of other comprehensive income or lostyding net unrealized gains
losses on securities available for sale and neatsgar losses on derivatives accounted for as clash liedges. The Compargy’'tota
comprehensive income or loss for the year endedember 31, 2014, 2013 and 2012 is reported in thas@mated Statements
Comprehensive Income.

The following table presents the changes in accatadl other comprehensive income (loss) by compomattof tax for the year enc
December 31, 2014, 2013 and 2012:

Net Unrealized Ga Net Unrealized Ga
(Loss) on Availabl  (Loss) on Interest

for Sale Securitie Rate Swaj Total
(In thousandy)
Balance at December 31, 20 $ 424 $ - $ 424
Other comprehensive income (loss) before reclassifins 22C (113 107
Amounts reclassified from accumulated otheosmprehensive income - - -
Net other comprehensive income (lo 22C (113) 107
Balance at December 31, 2014 $ 644 $ (113) $ 531
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Net Unrealized Ga
(Loss) on Availabl
for Sale Securitie

(In thousands

Balance at December 31, 20 $ 81(C
Other comprehensive loss before reclassificat 701
Amounts reclassified from accumulated other comgmsive income -
Net other comprehensive lc 701
Balance at December 31, 2012 $ 1,51]
Other comprehensive loss before reclassificat (1,087%)
Amounts reclassified from accumulated other comgmsive income -
Net other comprehensive lc (1,087%)
Balance at December 31, 2013 $ 424

17. DERIVATIVE INSTRUMENTS

The Company entered into derivative transactioriseioruary, 2014 and December, 2014. Informatiouflerivative instruments at Decem
31, 2014 was as follows:

Notional Fair
(Dollars in thousands Amount Maturity Receivec Paid Value
Cash flow hedge:
Interest rate swap on FHLB advar $ 25,000 4.7 years 0.2€% 1.62% $ (73
Interest rate swap on forward -starting FHLB
advance $ 25,00( 5.0 years 0.2€% 18% $ (1139

The effective portion of unrealized changes infievalue of derivatives accounted for as castvffedges is reported in other compreher
income and subsequently reclassified to earningsdérsame period or periods during which the hedgestasted transaction affects earni
The Bank assesses the effectiveness of each hedgaigpnship by comparing the changes in cashdloWwthe derivative hedging instrum
with the changes in cash flows of the designatedgée item or transaction. The ineffective portidnchanges in the fair value of 1
derivatives is recognized directly in earnings.

The Banks cash flow hedge positions are all forward stgriimterest rate swap transactions. The Bank entiettedthe following forwar
starting interest rate swap transactions:

Notional Effective Date of Duration of
(Dollars in thousands Amount Hedged Borrowing Borrowing Counterparty
Type of borrowing:
FHLB 9C-day advanci $ 25,00( April 1, 2014 4.7 years Bank of Montrea
FHLB 9C-day advanci $ 25,00( January 2, 201 5.0 years Bank of Montrea
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This hedge strategy converts the LIBOR based fatgerest on certain FHLB advances to fixed ins¢rates, thereby protecting the Bank f
floating interest rate variability.

Changes in the consolidated statements of compselgeimcome related to interest rate derivativesigieated as hedges of cash flows we
follows for the year ended December 31, 2014:

(In thousands December 31, 20:

Interest rate swap on FHLB advance

Unrealized loss recognized in accumulated ¢ comprehensive incon $ (18¢€)
Income tax benefit on items recognizedaiccumulated other comprehen:

income 73
Other comprehensive income $ (113)
Interest expense recognized on hedged FHLB advance $ 264

18. FAIR VALUE OF FINANCIAL INSTRUMENTS

GAAP requires disclosure of fair value informatiabout financial instruments, whether or not recpgdiin the statements of condition,
which it is practicable to estimate that value.chses where quoted market prices are not availtbteyalues are based on estimates L
present value or other valuation techniques. Theseniques are significantly affected by the asdionp used, including the discount rates
estimates of future cash flows. In that regard,dbaved fair value estimates cannot be substaatiay comparisons to independent mai
and, in many cases, could not be realized in imatediettlement of the instrument.

Management uses its best judgment in estimatindaih@alue of the Compang’financial instruments; however, there are inhenesaknesst
in any estimation technique. Therefore, for sulitdliy all financial instruments, the fair valuetiesates presented herein are not neces:
indicative of the amounts the Company could hagéized in a sales transaction. The estimated &direramounts have been measured as
respective perio@&nds, and have not been reevaluated or updatquufposes of these consolidated financial statemmrisequent to thc
respective dates. As such, the estimated fair gabtfiehese financial instruments subsequent tadhpective reporting dates may be diffe
than the amounts reported at each period-end.
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The carrying values, fair values and placemenhe fair value hierarchy of the Compasyfinancial instruments at December 31, 2014
2013 were as follows:

December 31, 201

Carrying Fair
Value Value Level 1 Level 2 Level 3
(In thousands
Financial Assets

Cash and due from ban $ 48,55¢ $ 48,55¢ $ 48,55¢ $ - $ -
Available for sale securitie 65,00¢ 65,00¢ - 65,00¢ -
Held to maturity securitie 11,45 11,47( - 11,47( -
Loans held for sal 58¢€ 58¢€ - 58¢ -
Loans receivable, ni 915,98: 920,03: - - 920,03:
Accrued interest receivab 3,32¢ 3,32:¢ - - 3,32¢
FHLB stock 6,10¢ 6,10¢ - - 6,10¢
Financial Liabilities:
Demand deposil $ 166,03( $ 166,03( $ - % - % 166,03
NOW and money mark 276,50: 276,50: - - 276,50:
Savings 84,457 84,457 - - 84,45
Time deposit: 308,45:. 310,16! - - 310,16!
Advances from the FHLI 129,00( 128,96 - - 128,96:
Derivative liability 18¢€ 18¢€ - 18¢€ -
December 31, 201
Carrying Fair
Value Value Level 1 Level 2 Level 3
(In thousands
Financial Assets
Cash and due from ban $ 82,01 $ 82,01 $ 82,01 $ - $ -
Available for sale securitie 28,59’ 28,59’ - 28,59’ -
Held to maturity securitie 13,81¢ 13,81t - 13,81t -
Loans held for sal 10C 10C - 10C -
Loans receivable, ni 621,83l 623,87t - - 623,87t
Accrued interest receivab 2,36( 2,36( - - 2,36(
FHLB stock 4,83¢ 4,83¢ - - 4,83¢
Financial Liabilities:
Demand deposil $ 118,61t $ 118,61t $ - % - % 118,61t
NOW and money mark 238,23: 238,23: - - 238,23:
Savings 107,69. 107,69:. - - 107,69:
Time deposit: 197,00« 197,76. - - 197,76:
Advances from the FHLI 44,00( 43,90: - - 43,90:

The following methods and assumptions were usetidryagement in estimating the fair value of itsriicial instruments:
Cash and due from banks and accrued interest rab&#vThe carrying amount is a reasonable estimate p{/édile.

Investment securitiegzair values are based on quoted market pricesalerdguotes, if available. If a quoted market pigeaot available
fair value is estimated using quoted market prfoesimilar securities.

FHLB stock:The carrying value of FHLB stock approximates failue based on the most recent redemption prodsibthe FHLB.

Loans held for saleThe fair value is based upon prevailing marketgsic

135



BANKWELL FINANCIAL GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Loans receivable For variable rate loans which reprice frequenthd have no significant change in credit risk, featues are based
carrying values. The fair value of fixed rate loare estimated by discounting the future cash flogisg the year end rates at wt
similar loans would be made to borrowers with samdredit ratings and for the same remaining miksri

Derivative asset (liability):The valuation of the Company’s interest rate swapltained from a thirgarty pricing service and
determined using a discounted cash flow analysitherexpected cash flows of each derivative. Theng analysis is based on observi
inputs for the contractual terms of the derivatjvasluding the period to maturity and intereseratirves.

Deposits: The fair value of demand deposits, regular savangs certain money market deposits is the amourdhdayon demand at t
reporting date. The fair value of certificates efpdsit and other time deposits is estimated usidg@unted cash flow calculation t
applies interest rates currently being offereddeposits of similar remaining maturities to a sehedf aggregated expected maturitie
such deposits.

Advances from the FHLBEhe fair value of the advances is estimated usidgeounted cash flow calculation that applies entri=HLE
interest rates for advances of similar maturitga chedule of maturities of such advances.

19. FAIR VALUE M EASUREMENTS

The Company is required to account for certaintassefair value on a recurring or noecurring basis. As discussed in Note 1, the Coly
determines fair value in accordance with GAAP, whitefines fair value and establishes a frameworkifeasuring fair value. Fair value
defined as the exchange price that would be reddimean asset or paid to transfer a liability {godce) in the principal or most advantage
market for the asset or liability in an orderlyrisaction between market participants on the meammedate. GAAP establishes a fair vi
hierarchy which requires an entity to maximize tise of observable inputs and minimize the use observable inputs when measuring
value. The standard describes three levels of snait may be used to measure fair values:

Level 1 —Quoted prices (unadjusted) for identical assetmbilities in active markets that the entity hhs #ability to access as of
measurement dat

Level 2 —Significant other observable inputs other than LLdverices such as quoted prices for similar assetgbilities; quote
prices in markets that are not active; or otheuigphat are observable or can be corroboratedbgreable market dat

Level 3 — Significant unobservable inputs theftact a company’®wn assumptions about the assumptions that magétipant:
would use in pricing an asset or liabili

Valuation techniques based on unobservable inpathighly subjective and require judgments regaydiignificant matters such as the ami
and timing of future cash flows and the selectibrdiscount rates that may appropriately reflect ketiand credit risks. Changes in tr
judgments often have a material impact on thevaiue estimates. In addition, since these estimatess of a specific point in time they
susceptible to material near-term changes.

Assets and Liabilities measured at fair value on eecurring basis
The following tables detail the financial instruntearried at fair value on a recurring basis atdbaber 31, 2014 and 2013, and indicate

fair value hierarchy of the valuation techniquatastd by the Company to determine the fair valliee Company had no transfers into or ol
Levels 1, 2 or 3 during the years ended Decembge2@®4 and 2013.
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Fair Value
(In thousands Level 1 Level 2 Level 3
December 31, 2014
Available-for-sale investment securitie
U.S. Government and agency obligatit $ - $ 2441¢  $ -
State agency and municipal obligatic - 18,58¢ -
Corporate bond - 16,32t -
Mortgage backed securiti - 5,68 -
Derivative Liability - (18€) -
December 31, 2013
Available-for-sale investment securitie
U.S. Government and agency obligati $ - $ 568t $ -
State agency and municipal obligatic - 12,13: -
Corporate bond - 9,55¢ -
Mortgage backed securiti - 1,211 -

Available for sale investment securit: The fair value of the Comparsyinvestment securities are estimated by usingngricmodels or quote
prices of securities with similar characteristics.(matrix pricing) and are classified within Léveof the valuation hierarchy.

Derivative liabilities: The Companys derivative liabilities consist of an interesterawvap initiated in February 2014 and an interatst swa
initiated in December 2014 as part of managemetitzgegy to manage interest rate risk. The valoaifche Company interest rate swaps
obtained from a thirgbarty pricing service and is determined using aalisted cash flow analysis on the expected cashsflof eac
derivative. The pricing analysis is based on obageyinputs for the contractual terms of the deiwes, including the period to maturity ¢
interest rate curves. The Company has determirsdhl majority of the inputs used to value iteiast rate derivatives fall within Level 2
the fair value hierarchy.

Financial instruments measured at fair value on a anrecurring basis
Certain assets and liabilities are measured atvidire on a nomecurring basis in accordance with generally aampiccounting principle
These include assets that are measured at the-tveaist-ormarket that were recognized at fair value belowt ebghe end of the period

well as assets that are not measured at fair \alugn ongoing basis but are subject to fair vatljgséments in certain circumstances, suc
when there is evidence of impairment.

137



BANKWELL FINANCIAL GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The following table details the financial instrunbearried at fair value on a nonrecurring basiBetember 31, 2014 and 2013, and indic
the fair value hierarchy of the valuation technigjuélized by the Company to determine the faiueal

Fair Value

(In thousands Level 1 Level 2 Level 3
December 31, 2014

Impaired loan: $ - ¢ - ¢ 8,281

Foreclosed real esta - - 95(
December 31, 2013

Impaired loan: $ - 8 - 8 3,72¢

Foreclosed real esta - - 82¢

The following table presents information about ditative inputs and assumptions for Level 3 finahénstruments carried at fair value ¢
nonrecurring basis at December 31, 2014 and 2013:

Fair Valuation Unobservable Range
(Dollars in thousands Value Methodology Input (Weighted Average
December 31, 2013
Impaired loan: $ 8,281 Appraisals Discount for dated apprais: -
Discounted cash flow Discount rate 3.25% to 8.25%
Foreclosed real esta $ 95C Appraisals Discount for dated apprais¢ 7.34% to 66.6%
December 31, 2013
Impaired loan: $ 3,72: Appraisals Discount for dated appraise 0% to 20.0%
Discounted cash flow Discount rate 6.0%
Foreclosed real esta $ 82¢ Appraisals Discount for dated apprais¢ 34.8% to 66.6%

Impaired loansLoans are generally not recorded at fair value oecarring basis. Periodically, the Company receomisrecurring adjustmer
to the carrying value of loans based on fair vaheasurements for partial chargis of the uncollectible portions of those loaN®nrecurriny
adjustments also include certain impairment amodats collateral-dependent loans calculated in agaoce with ASC 3100 whet
establishing the allowance for credit losses. Sardbunts are generally based on the fair valueettiderlying collateral supporting the Ic
Collateral is typically valued using appraisalsather indications of value based on recent comparshles of similar properties or ot
assumptions. Estimates of fair value based onteodlhare generally based on assumptions not odislerin the marketplace and therefore !
valuations have been classified as Level 3. FosdHoans where the primary source of repaymenass dlow from operations, adjustme
include impairment amounts calculated based opéneeived collectability of interest payments o biasis of a discounted cash flow ana
utilizing a discount rate equivalent to the originate rate.

Foreclosed real estatéThe Company classifies property acquired througbdiosure or acceptance of deediéw of foreclosure as foreclos
real estate and repossessed assets in its finataiaments. Upon foreclosure, the property segutia loan is written down to fair value |
selling costs. The writdown is based upon differences between the appraieie and the book value. Appraisals are basedbservabl
market data such as comparable sales, however pgsnosimade in determining comparability are unolegle and therefore these asset:
classified as Level 3 within the valuation hierarch
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20. REGULATORY M ATTERS

The Bank and Company are subject to various regylatapital requirements administered by federa state banking agencies. Failur
meet minimum capital requirements can initiateaiartnandatory and possibly additional discretioratjons by regulators that, if undertal
could have a direct material effect on the Compamgnsolidated financial statements. Under capid@quacy guidelines and the regula
framework for prompt corrective action, the Banksiueet specific capital guidelines that involveamfitative measures of the ass
liabilities, and certain off-balancgheet items as calculated under regulatory acamyptiactices. The capital amounts and classifinaie als
subject to qualitative judgments by the regulatdorsut components, risk weightings, and other factor

Quantitative measures established by regulatieenture capital adequacy require the Bank and Coynfgamaintain minimum amounts &
ratios of total and Tier | capital to riskeighted assets and of Tier | capital to averagetasas defined by regulation. Management belje
of December 31, 2014, the Bank and Company meegpltal adequacy requirements to which they abgesti As of December 31, 2014,
Bank was well capitalized under the regulatory fearark for prompt corrective action, as shown in fokkowing schedules. There are
conditions or events since then that managemeieMesl have changed this category.

The capital amounts and ratios for the Bank and izom at December 31, 2014 and 2013, were as fallows

To be Well
Capitalized Unde
For Capital Prompt Corrective
Actual Capital Adequacy Purpose Action Provisions
(Dollars in thousands Amount Ratio Amount Ratio Amount Ratio
Bankwell Bank
December 31, 201
Total Capital to Risk-Weighted
Assets $ 125,33¢ 13.55% $ 74,00 8.0(% $ 92,50: 10.0(%
Tier | Capital to Risk-Weighted
Assets 115,35¢ 12.4% 37,00: 4.0(% 55,50: 6.0(%
Tier | Capital to Average Asse 115,35¢ 11.12% 41,48¢ 4.0(% 51,85¢ 5.0(%
Bankwell Financial Group, Inc.
December 31, 201
Total Capital to Risk-Weighted
Assets $ 135,22: 14.5% $ 74,13¢ 8.0(% N/A N/A
Tier | Capital to Risk-Weighted
Assets 125,24 13.51% 37,06¢ 4.0(% N/A N/A
Tier | Capital to Average Asse 125,24: 11.7¢% 42 51¢ 4.0(% N/A N/A
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To be Well
Capitalized Unde
For Capital Prompt Corrective
Actual Capital Adequacy Purpose Action Provisions
(Dollars in thousands Amount Ratio Amount Ratio Amount Ratio
Bankwell Bank
December 31, 201
Total Capital to Risk-Weighted
Assets $ 66,67 10.7% $ 49,68: 8.0(% $ 62,10! 10.0(%
Tier | Capital to Risk-Weighted
Assets 58,90¢ 9.4%% 24,84: 4.0(% 37,26 6.0(%
Tier | Capital to Average Asse 58,90¢ 7.91% 29,77 4.0(% 37,21 5.0(%
Bankwell Financial Group, Inc.
December 31, 201
Total Capital to Risk-Weighted
Assets $ 76,53% 12.3% $ 49,68: 8.0(% N/A N/A
Tier | Capital to Risk-Weighted
Assets 68,76¢ 11.0%% 24,84: 4.0(% N/A N/A
Tier | Capital to Average Asse 68,76t 9.15% 30,06¢ 4.0(% N/A N/A

In July 2013, the Federal Reserve Board, Officehef Comptroller of the Currency and Federal Depaositirance Corporation approved fi
rules to implement the Basel Il Capital Framew(Blasel Il). Basel Il will be effective for the @apany on January 1, 2015 and phaised-
over a multiple year period becoming fully effeetion January 1, 2019. Basel Il calls for highealiqy capital with higher minimum capi
level requirements. Consistent with the Internalddasel Framework, Basel 1l includes a new minimuatio of Common Equity Tier | capi

to Risk-weighted Assets of 4.5 percent, and a ComBxuity Tier | capital conservation buffer of Za8rcent of riskweighted assets. Basel
also raises the minimum ratio of Tier | CapitaRisk-weighted Assets from 4.0 percent to 6.0 percentieiddes a minimum Leverage Re
of 4.0 percent. The Company expects to meet alimuim Basel Ill capital requirements under the findé when it becomes effective.

Regulatory Restrictions on dividends
The ability of the Company to pay dividends depeifmgpart, on the ability of the Bank to pay dividis to the Company. In accordance
State of Connecticut Banking Rules and Regulaticetilatory approval is required to pay dividenmdgxcess of the Bark’earnings retain

in the current year plus retained earnings frompifexious two years. The Bank is also prohibitexfipaying dividends that would reduce
capital ratios below minimum regulatory requirensent
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21. RELATED PARTY TRANSACTIONS

In the normal course of business, the Company magtdoans to executive officers, directors and fpers of their immediate families,
defined, and to entities in which these individuads'e more than a 10% equity ownership. Such lasmsransacted at terms including inte
rates, similar to those available to unrelatedamsts. Changes in loans outstanding to such refmgides during the years ending Decer
31, 2014, 2013 and 2012 were as follows:

December 31

2014 2013 2012
(In thousands
Balance, beginning of ye. $ 7,34€ $ 526( $ 5,09¢
Additional loans 6,60¢ 13,77¢ 3,76¢
Repayments and changes in status (6,447) (11,689 (3,607
Balance, end of year $ 7,50¢ $ 7,346 % 5,26(

Related party deposits aggregated approximately5$84dilion, $44.7 million, and $27.0 million at Dember 31, 2014, 2013, and 2(C
respectively.

During the years ended December 31, 2014, 2012@h8, the Company paid approximately $62 thousd@62 thousand and $123 thous:i
respectively, to related parties for services medito the Company. The payments were primarilémsulting and legal services.
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22. PARENT CORPORATION ONLY FINANCIAL STATEMENTS

The Parent Company operates its whayned subsidiary, Bankwell Bank. The earnings @& #ubsidiary are recognized by the Comy
using the equity method of accounting. Accordingdgynings are recorded as increases in the Congpamyeéstment in the subsidiary
dividends paid reduce the investment in the suasidi

Condensed financial statements of the Parent Coynpealy are as follows:

Condensed Statements of Financial Condition

December 31

2014 2013
(Dollars in Thousands

ASSETS
Cash and due from ban $ 6,64C $ 7,96:
Investment in subsidial 119,32t 59,62’
Premises and equipment, | 204 28¢
Deferred income taxes, n 3,25¢ 2,41(
Other assets 1,644 41€
Total assets $ 131,07C $ 70,70
LIABILITIES AND SHAREHOLDERS' EQUITY
Accrued expenses and other liabilit $ 1,86 $ 1,21¢
Stockholders’ equity 129,21( 69,48:
Total liabilities and stockholders’ equity $ 131,07( $ 70,70¢

Condensed Statements of Income

Year Ended December 3

2014 2013 2012
(Dollars in Thousands
Interest incomt $ 45 $ 26 $ 15
Other income - 4,16 2,26¢
Total income 45 4,19: 2,27¢
Expenses 1,72¢ 5,711 4,261
Loss before equity in undistributed earnings ofssdibries (1,689 (1,519 (1,987)
Equity in undistributed earnings of subsidiaries 6,25 6,67¢ 3,19¢
Net Income $ 4,56¢ $ 5161 $ 1,214
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Condensed Statements of Cash Flows

For the Years Ended December
2014 2013 2012
(Dollars in Thousands
Cash flows from operating activities

Net income $ 4,56¢ $ 5161 $ 1,21¢
Adjustments to reconcile net income to net caskigeal by operating activitie:
Equity in undistributed earning (6,25)) (6,679 (3,196
Increase in other ass¢ (1,24 (97) (203)
(Decrease) Increase in premises and equipmer 85 6 (283)
Increase in deferred income taxes, (84€) (452) (1,509
Increase in other liabilitie 641 491 234
Stock-based compensation 572 25¢ 481
Net cash used by operating activitie (2,475 (1,317 (3,267
Cash flows from investing activities
Cash paid for acquisitior (3,649 (5,03%) -
Capital contribution to Bankwell Bank (40,000 - -
Net cash used by investing activitie (43,649 (5,035 -
Cash flows from financing activities
Proceeds from exercise of optic 207 467 -
Dividends paid on preferred sto (110 (111 (132)
Proceeds from stock offering 44,70 13,17¢ -
Net cash provided by financing activities 44,80 13,53¢ (132)
Net (decrease) increase in cash and cash equivake (1,329 7,18¢ (3,399
Cash and cash equivaler
Beginning of year 7,962 774 4,16
End of period $ 6,64 $ 7,962 $ 774

Supplemental disclosures of cash flows informat
Cash paid for
Interest $ - $ - $ -
Income taxe: - - -
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23. QUARTERLY F INANCIAL | NFORMATION OF B ANKWELL F INANCIAL G ROUP, | NC .
(U NAUDITED )

The following table presents selected quarterlgritial information (unaudited):

2014
4th Quartel 3rd Quartel 2nd Quarte 1st Quarte

Total interest incom $ 11,01¢ $ 8,66¢ $ 8,04 $ 7,861
Total interest expense 1,24t 1,07z 89¢€ 71E

Net interest incom 9,771 7,59¢ 7,14¢ 7,14¢
Provision for loan losse 1,30¢ 56¢€ 70 211
Non-interest incom 83:< 757 682 76¢
Nonr-interest expense 8,344 5,53( 5,891 6,041

Income before income tax 95t 2,25¢ 1,86: 1,66°
Provision from income taxes 22¢ 76E 63€ 54(
Net income $ 727 % 1,491 $ 1,227 $ 1,127
Net income attributable to common stockholc $ 69 $ 146/ $ 1,200 $ 1,09¢
Earnings per shar
Basic $ 0.1C $ 02z $ 0.2 $ 0.2¢
Diluted $ 0.1C $ 02: $ 0.2 $ 0.2¢

2013
4th Quartel 3rd Quartel 2nd Quarte 1st Quarte

Total interest incom $ 739¢ % 7,121 % 6,901 $ 6,67¢
Total interest expense 794 727 653 591

Net interest incom 6,60( 6,39¢ 6,24¢ 6,08¢
Provision for loan losse 96 47 252 19C
Non-interest incom 1,83: 1,082 1,52¢ 284
Nonr-interest expense 7,06( 5,331 5,131 4,59¢

Income before income tax 1,27¢ 2,09¢ 2,38¢ 1,581
Provision (benefit) from income taxes (86) 78C 921 56¢
Net income $ 1,362 $ 1,31¢ $ 1,46¢ $ 1,012
Net income attributable to common stockholc $ 1,332 $ 1,29C $ 1,441 $ 98t
Earnings per shan
Basic $ 03¢ $ 0.3 $ 04: $ 0.31
Diluted $ 03¢ $ 037 $ 04z $ 0.3(

Item 9. Changes in and Disagreements with Accotsitam Accounting and Financial Disclosure
None.

Item 9a. Controls and Procedures

Evaluation of disclosure controls and proceduresofthe end of the period covered by this Annugpétt on Form 10k, the Company carrie
out an evaluation, under the supervision and vhighgarticipation of its management, including itéef Executive Officer and Chief Financ
Officer, of the effectiveness of the design andrapen of its disclosure controls and proceduresdésigning and evaluating the disclo:
controls and procedures, management recognizearlyatontrols and procedures, no matter how weligihed and operated, can provide «
reasonable assurance of achieving the desiredotafjectives, and management was required to gpdlyment in evaluatings controls an
procedures. Based on this evaluation, the Compa@hief Executive Officer and Chief Financial Officeoncluded that the Company’
disclosure controls and procedures (as definedulesR13a-15(e) and 15kb(e) under the Exchange Act, were effective athefend of th
period covered by this report.
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Changes in internal control over financial repagtifhere were no changes in the Compsarigternal control over financial reporting
defined in Rules 13a-15(f) and 188{f) under the Exchange Act) that occurred dutheyyear ended December 31, 2014, that have nigt
affected, or are reasonably likely to materiallfeaf, the Company'’s internal control over financigborting.

This Annual Report on Form 10-K does not includegort on managemestassessment regarding internal control over fiahneporting o
an attestation report of the Compasyegistered public accounting firm due to a trémsiperiod established by rules of the Securitine
Exchange Commission for newly public companies.

Item 9b. Other Information
None.

PART III
Item 10. Directors, Executive Officers and Corper@overnance

The Company responds to this item by incorporatiegein by reference the material responsive to gaohin the Company’s definitive proxy
statement for its 2015 Annual Meeting of Stockhaddéo be filed with the Commission no later thgorin30, 2015.

Item 11. Executive Compensation

The Company responds to this item by incorporatiagein by reference the material responsive to geahin the Companyg’ definitive prox
statement for its 2015 Annual Meeting of Stockhaddéo be filed with the Commission no later thgorir30, 2015.

Item 12. Security Ownership of Certain Beneficiali@rs and Management and Related Stockholder Matter

The Company responds to this item by incorporatiagein by reference the material responsive to geahin the Companyg’ definitive prox
statement for its 2015 Annual Meeting of Stockhaddéo be filed with the Commission no later thgprir30, 2015.

Item 13. Certain Relationships and Related Trarmastand Director Independence

The Company responds to this item by incorporatiagein by reference the material responsive to geahin the Company’ definitive prox
statement for its 2015 Annual Meeting of Stockhaddéo be filed with the Commission no later thgpriA30, 2015.

Item 14. Principal Accounting Fees and Services
The Company responds to this item by incorporatiagein by reference the material responsive to geahin the Companyg’ definitive prox

statement for its 2015 Annual Meeting of Stockhaddéo be filed with the Commission no later thgorif30, 2015.
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PART IV

Item 15. Exhibits, Financial Statement Schedules

EXHIBIT INDEX

Number Description

Exhibit 3.1 Certificate of Incorporation as amended to (%)

Exhibit 3.2 Amended and Restated Bylat

Exhibit 10.11 Employment Agreement of Christopher Gruseke dagdutrary 25, 201

Exhibit 10.2t Employment Agreement of Gail E.D. Brathwaite daAglil 1, 2013()

Exhibit 10.3t Employment Agreement of Ernest J. Verrico, Sr. dapril 23, 20131

Exhibit 10.41 Employment Agreement of Heidi S. DeWyngaert datatdry 30, 2013

Exhibit 10.51 2002 Bank Management, Director and Founder Stodio®Plan(!)

Exhibit 10.61 2006 Bank of New Canaan Stock Option F®)

Exhibit 10.7t 2007 Bank of New Canaan Stock Option and Equity AWlan®

Exhibit 10.8t 2011 BNC Financial Group, Inc. Stock Option and iBgAward Plan(®)

Exhibit 10.9f 2012 BNC Financial Group, Inc. Stock P(1)

Exhibit Amendment to the 2012 BNC Financial Group, Irtocg Plan®)

10.10t

Exhibit BNC Financial Group, Inc. and Affiliates Deferr€dmpensation Plan for Directors, January 23, 2008

10.11%

Exhibit 10.12 Small Business Lending Fund Securities Purchaseekgent with the Secretary of the Treasury datedusig, 20111

Exhibit 10.13 Agreement and Plan of Merger by and among BNC Kia&risroup, Inc., The Bank of New Canaan and Th#édwniBanl
dated as of June 14, 20

Exhibit 10.14  Securities Purchase Agreement dated Septembe038®)

Exhibit 10.15 Agreement and Plan of Merger by and among BankRiathncial Group, Inc. and Quinnipiac Bank & TrusinGpany date
March 31, 20141

Exhibit 10.16 Form of Director Indemnification Agreeme®

Exhibit 10.17 Form of Executive Officer Indemnification Agreem(2

Exhibit 21.1  Subsidiaries of the Registre(

Exhibit 23.2  Consent of Whittlesey & Hadley, P.

Exhibit 31.1  Certification of Christopher Gruseke Pursuant téeR1Be-14(a)

Exhibit 31.2  Certification of Ernest J. Verrico, Sr. pursuanRiole 13-14(a)

Exhibit 32 Certification pursuant to Section 906 of the Sads-Oxley Act of 200z

101 The following materials from Bankwell FingadcGroup, Inc.’s Annual Report on Form KOfor the period ended Decem

31, 2014, formatted in eXtensible Business Repgrtianguage (XBRL): (i) Consolidated Statements ioRcial Conditior
(if) Consolidated Statements of Income; (iii) Colitkated statements of Comprehensive Income; (iy)Sotidated Statemel
of Shareholde’ Equity; (v) Consolidated Statements of Cash Flamst (vi) Notes to Consolidated Financial Stateme

T Management contract or compensatory plan or geraent
(1) Filed as part of the Registrant’s Registratstatement on Form S-1 filed on April 4, 2014.
(2) Filed as part of the Registrant's Amendment Nt Registration Statement on Form S-1 filed cayM, 2014
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Resyigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized

BANKWELL FINANCIAL GROUP, INC.

By: /s/ Christopher Gruseke

Christopher Grusek
President and Chief Executive Offic

Pursuant to the requirements of the SecuritiesoAtB34, this report has been signed below by dheviing persons on behalf of the registrant
and in the capacities and on the dates indicated.

Signature & Title Date
/sl Christopher Gruseke March 16, 2015
Christopher Grusek

President and Chief Executive Offic

/s! Ernest J. Verrico, Sr. March 16, 2015

Ernest J. Verrico, S
Executive Vice President & Chief Financial Offic

/sl Frederick R. Afragola March 16, 2015

Frederick R. Afragol:
Director

/sl George P. Bauer March 16, 2015

George P. Baue
Director

/s/ Michael Brandt March 16, 2015
Michael Brandi
Director

/sl Richard Castiglioni March 16, 2015

Richard Castiglion
Director

/sl Eric J. Dale March 16, 2015

Eric J. Dale
Director

/sl Blake S. Drexler March 16, 2015
Blake S. Drexle
Director

/s/ James A. Fieber March 16, 2015
James A. Fiebe
Director
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/s/ William J. Fitzpatrick Il

William J. Fitzpatrick IlI
Director

/s/ Daniel S. Jones

Daniel S. Jone
Director

/sl Carl R. Kuehner I

Carl R. Kuehner Il
Director

/sl Todd Lampert

Todd Lamper
Director

/sl Victor S. Liss

Victor S. Liss
Director

/s/ Raymond W. Palumbo

Raymond W. Palumb
Director
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Exhibit 10.1
Christopher Gruseke Employment Agreement

This Employment Agreement (theAgreement”) is made and entered into as of February 25, 26¢%nd among Christopher Gruseke
(the “Executive™) on the one side, and Bankwell Financial Groung, la Connecticut bank holding company (tf@ompany”) and its
wholly-owned bank subsidiary, Bankwell Bank (thB&nk ”). Unless a distinction is appropriate, the té¢fdompany” in this Agreement shall
include the Bank.

WHEREAS, the Company desires to employ the Exeeudivthe terms and conditions set forth herein; and

WHEREAS, the Executive desires to be employed byGbmpany on such terms and conditions.

NOW, THEREFORE, in consideration of the mutual cwasgs, promises and obligations set forth herbimparties agree as follows:
1. _Term The Executive’s employment hereunder shall bectiffe as of February 25, 2015 (thEffective Date”) and shall continue until
January 5, 2019, unless terminated earlier purgo&@ection 5of this Agreement. The period during which the Exe® is employed by the

Company hereunder is hereinafter referred to as Braployment Term .”

2. Position and Duties

2.1 Position During the Employment Term the Executive shatVeeas President and Chief Executive Officer of@oenpany and
Chief Executive Officer of the Bank and shall reporthe Board of Directors of the Company andBhek. In such positions, the Executive
shall have such duties, authority and responsitakit shall be determined from time to time by tlraf8 of Directors of the Company and the
Bank, which duties, authority and responsibilitg abnsistent with the Executive’s position. The &iteve shall be nominated to serve on the
Board of Directors of the Company during the Empieynt Term and shall be appointed to and shall semibe Board of Directors of the
Bank, in all cases in an uncompensated capacitgddiition, if requested, the Executive will alsoveeas an officer or director of any other
affiliate of the Company for no additional compeitwma



2.2 Duties During the Employment Term, the Executive shellate substantially all of his business time anelrion (other than
during weekends, holidays, vacation periods, amw@e of illness or leaves of absence) to the perémce of the Executive’s duties hereunder
and will not engage in any other business, prof@ssi occupation for compensation or otherwise Wwhould conflict or interfere with the
performance of such services either directly oirgxdly without the prior written consent of the@d. Notwithstanding the foregoing, the
Executive will be permitted to:

(a) with the prior written consent of the Compan@hairman of the Compensation Committee actrvesss a director, trustee, commit
member or advisor of any type of business, civicharitable organization, and

(b) purchase or own less than five percent (5%hefsecurities or ownership interests of any catyan, partnership or limited liability
company; provided that, such ownership represeptssive investment and that the Executive is moingrolling person of, or a member of a
group that controls, such corporation, partnershilimited liability company; provided further thdhe activities described in clauses (a) and
(b) do not interfere with the performance of the&ixtive’s duties and responsibilities to the Conypas provided hereunder.

3. _Place of Performancé&he principal place of the Executive’s employms&mall be the Company’s executive office currefdbated in
New Canaan, Connecticut; provided that, the Exeewtiill be required to travel on Company businassnd) the Employment Term. T}
Company shall provide the executive at his prirlgipace of employment with a private office, sear&tl services and other support services
and facilities suitable to his position with ther@many and the Bank and necessary or approprianinection with the performance of his
assigned duties under this Agreement.

4, Compensation

4.1 Base SalaryThe Company shall pay the Executive an annualofibase salary of $450,000 in periodic instalmémaiccordance
with the Company’s customary payroll practices, futess frequently than monthly. The Executiaisual base salary may be increased
from time to time by the Board of Directors or arguittee thereof, but may not be decreased witHmiExecutive’s written consent. The
Executive’s annual base salary, as in effect friome to time, is hereinafter referred to aBdse Salary’.

4.2 Annual Bonus The Executive will be included in the Companigsecutive Incentive Plan EIP ") for the years 2015 and beyc
(the “Annual Bonus™”). The EIP currently has a target opportunitydéfs of base salary for the CEO. The Compensatamraittee will
determine the final form of the EIP and awards wiitéut currently expects to review the EIP fppeopriate revisions with consideration
given, as applicable, to asset growth, succesafuital management, merger and acquisition accohmbsts and the like. The target and
maximum incentive opportunities for the Executive athers in the EIP will be reviewed and adjustased on consultant recommendations,
input from the Executive and final review and detigration by the Compensation Committee.

4.3 Signing Stock Awardn consideration of the Executive entering irfiis tAgreement and as an inducement to join the Goypon
February 25, 2015, the Company will grant the folltg equity award to the Executive pursuant toGeepany’s current equity plans: 40,000
restricted shares of Company common stock, with 269400 shares) vesting on December 31 of ea2f18, 2016, 2017 and 2018. The
form of the stock award is attached hereto andrpmated herein as Exhibit A
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4.4 Fringe Benefits and Perquisit€uring the Employment Term, the Executive shaletitled to fringe benefits and perquisites
consistent with the practices of the Company, artti¢ extent the Company provides similar benefitgerquisites (or both) to similarly
situated executives of the Company.

4.5 Employee BenefitDuring the Employment Term, the Executive sheletitled to participate in all employee benefins,
practices and programs maintained by the Compani, @ffect from time to time (collectively,Employee Benefit Plans), on a basis which
is no less favorable than is provided to other Isirlyi situated executives of the Company, to thtemixconsistent with applicable law and the
terms of the applicable Employee Benefit Plans. Thmpany reserves the right to amend or canceEamgloyee Benefit Plan at any time in
its sole discretion, subject to the terms of sunipl®yee Benefit Plan and applicable law.

4.6 Vacation During the Employment Term, the Executive shalkentitled to twenty (20) paid vacation days péemdar year (pro-
rated for partial years) in accordance with the @any’s vacation policies, as in effect from timeitoe.

4.7 Business ExpenseBhe Executive shall be entitled to reimbursenfenall reasonable and necessary out-of-pockemniessi
entertainment and travel expenses incurred by feeive in connection with the performance of Executive’s duties hereunder in
accordance with an expense reimbursement policypesmkdures approved by the Compensation Comnaitideéhe Chief Financial Officer.

4.8 Indemnification

@) In the event that the Executive iglena party or threatened to be made a party t@etign, suit, or proceeding, whether
civil, criminal, administrative or investigative {éProceeding”), other than any Proceeding initiated by the Estee or the Company related
to any contest or dispute between the Executivelea@€ompany or any of its affiliates with respecthis Agreement or the Executive’s
employment hereunder, by reason of the fact tleEttecutive is or was a director or officer of @@mpany, or any affiliate of the Company,
or is or was serving at the request of the Comgang director, officer, member, employee or agéahother corporation or a partnership, j
venture, trust or other enterprise, the Executhadl e indemnified and held harmless by the Comparthe fullest extent permitted by
applicable law from and against any liabilitiesstso claims and expenses, including all costs apdreses incurred in defense of any
Proceeding (including attorneys’ fees). Executivallsbe provided with an Indemnification Agreemanthe form used for other executives of
the Company.

(b) During the Employment Term and fqreaiod of six (6) years thereafter, the Compangror successor to the Company
shall purchase and maintain, at its own expensectdirs’ and officers’ liability insurance providjrcoverage to the Executive on terms that ar
no less favorable than the coverage provided terathiectors and senior officers of the Company.



4.9 Clawback ProvisiondNotwithstanding any other provision in this Agmeent to the contrary, any incentive-based compamsatr
any other compensation, paid to the Executive @unisto this Agreement or any other agreement angement with the Company which
is subject to recovery under any law, governmegulation or stock exchange listing requiremenli, lvé subject to such deductions and
clawback as may be required to be made pursuauicto law, government regulation or stock excharsgi@d requirement (or any policy
adopted by the Company pursuant to any such lavergment regulation or stock exchange listing resqaent).

4.10 _Required Requlatory Provisiandlotwithstanding anything herein contained to¢batrary, any payments to the Executive by the
Company, whether pursuant to this Agreement orreiise, are subject to and conditioned upon thaingicance with Section 18(k) of the
Federal Deposit Insurance Act, 12 U.S.C. Sectid@8{§, and the regulations promulgated thereundéfiC.F.R. Part 359.

5. _Termination of EmploymentJpon termination of the Executive’s employmentily the Employment Term, the Executive shall be
entitled to the compensation and benefits desciiibéluis Section 5and shall have no further rights to any compensaiicany other benefits
from the Company, the Bank or any of their afféisit

5.1 Expiration of the Term, for Cause or WiihGood Reason

(a) The Executive’s employment hereunder tmajerminated upon the expiration of the EmployinTemm without renewal by
either party or during the Employment Term by tler@any for Cause or by the Executive without Goedd$®n. If the Executive’s
employment is so terminated, the Executive shaéitéled to receive:

(i) any accrued but unpaid Base Salary anduaccbut unused vacation pay which shall be paithempay date immediately
following the Termination Date (as defined in Sewtb.6 below) in accordance with the Company’saustry payroll
procedures

(i) any earned but unpaid Annual Bonus witbpect to any completed calendar year immediateggating the Termination
Date, which shall be paid on the otherwise appleghyment date, except to the extent paymenhisraise deferred
pursuant to any applicable deferred compensati@mgement

(i) reimbursement for unreimbursed business expensgeiy incurred by the Executive, which shall bbjeat to and pai
in accordance with the Compé's expense reimbursement policy;

(iv) such employee benefits (including equitynpensation), if any, as to which the Executive ip@yentitled under the
Company’s employee benefit plans or Equity Awarsisfathe Termination Date; provided that, in noreshall the
Executive be entitled to any payments in the nadfiseverance or termination payments except asfg@dly provided
herein.

Items 5.1(a)(i) through 5.1(a)(iv) are referrechtein collectively as theAccrued Amounts”.



(b) For purposes of this AgreemenGduse” shall mean:

(i) the Executive’s conviction of any crime olving fraud, embezzlement, theft or dishonestyrahturpitude or any similar
issue that in the reasonable opinion of the Bo&fli@ctors of the Company would materially and adgely impact the
reputation of the Company, the Bank or any of thffiliates or the Executiv's ability to perform his dutie:

(i) serious wilful misconduct by the Executjvecluding a material violation of the Company’sd& of Conduct or the
Executive’s material personal dishonesty in corinaawith the business or customers of the Comparti@material
breach of fiduciary duty to the Company, the Bankheir customers for personal pro

(i) any material breach by the Executive of any madteriavision of this Agreemen

(iv) any wilful failure by the Executive to folw a reasonable and lawful directive of the BoatiBirectors of the Company
as described in Section 2.1(b) above, other thgrfalure resulting from the Executive’s incapaditye to physical or
mental injury or illness

(v) any wilful failure to keep confidential imfmation of the Company, Bank or their affiliatemfidential (except as
necessary to the performance of his duties ind@sanable discretior

(vi) the failure of the Executive, in the opiniof 100% of the full membership of the Board dfedtors of the Company
excluding the Executive, to perform his duties esatibed hereir

(vii) the Executive’s arrest for any crime involving fiaembezzlement, theft or dishonesty that in the gpinion of two-
thirds or more of the full membership of the Boafdirectors of the Company excluding the Executiauld negatively
impact the reputation of the Company or the Banthe Executiv’s ability to perform his duties;

(viii) if the regulatory authorities of the Company or Bank issue an order removing the Executive frospoisitions at the
Company or the Bank, or if such regulatory authesitnform the Board of Directors that the contithom of the Executiv
in his officer positions at the Company or the Barduld constitute an unsafe and unsound bankinctipea

The Company cannot terminate Executive’'s employrf@mntause unless he has been provided writtecefrtom the
Company of the existence of the circumstances giayigrounds for termination for Cause. If the Gaciscumstances are capable of
being cured, Executive shall have up to thirty (@8Ys (up to 90 days in the event of a wrongfudstirfrom the date on which such
notice is provided to cure such circumstancedfiExecutive remedies the condition within sucteqeriod, then no Cause shall be
deemed to exist with respect to such conditiothdfExecutive does not remedy the condition withecure period, or if he fails to
diligently pursue cure in good faith during theeperiod, then the Company may deliver a noticemhination for Cause at any tin

5



In the event that the Executive is terminated fause based dBection 5.1(b)(i) or (vii)above and, after the case is fully
adjudicated (including all appeals), the Execuis/subsequently found innocent of these charggh@merits of the case by any cc
of competent jurisdiction or the appropriate adstiitive agency, then the Executive will be ertitie receive at that time the
amounts payable due to a termination without Ca&eh amounts will be paid no later than the dritie@calendar year in which the
Executive is fully adjudicated to be innocent aof ttharges.

(c) For purposes of this Agreemengdod Reasori shall mean the occurrence of any of the followimgeach case during the
Employment Term without the Executive’s written sent:

0]

(i)
(i)
(iv)
)

(vi)

(vii)

a material reduction in the Execut' s Base Salary

a material reduction in the Execut's EIP target bonus opportuni

a relocation of the Executi’s principal place of employment by more than fiftifes;
any material breach by the Company of any matpr@lision of this Agreemen

the Company'’s failure to obtain an agreenfienm any successor to the Company to assumegnee o perform this
Agreement in the same manner and to the same a@Rterthe Company would be required to perfornoisnccession hi
taken place, except where such assumption occurpdration of law

the Company failure to nominate the Executive for electioriite Board of the Company and the Bank and totadwes
efforts to have his elected anc-elected, as applicabl

a material, adverse change in the Executive’s titlkthority, duties or responsibilities (other thiamporarily while the
Executive is physically or mentally incapacitateds required by applicable law). This provisitialsnot apply in the
context of a Change in Control, as defined in $ach.4(b) below, if

(A) anagreement which (i) is binding on then@any or its successor and on the Executive anis @ntered into
substantially concurrently with the date the Comypfinst agrees to the Change in Control, provideat the
Executive will become the Chief Executive Officérttoe Company or its successor reporting direitlthe
Company or its succes!s Board of Directors no later than 12 months foitaythe Change in Contrc



(B) the Executive’'s employment continues urttlerterms of this Agreement or modified terms #ratno less
favourable to the Executive than the terms of Agseement

(C) during the period between the Change in Controlassdimption of the position as Chief Executive ¢affj the
Executive is the second highest ranked executifieenfof the Company or its successor with respulises
and perquisites as are appropriate to that posiiod

(D) from the date of the Change in Control, Bxecutive remains a member of or is appointethécBoard of
Directors of the Company or its successol

(viii) a material adverse change in the reporting stracapplicable to the Executive, including any regunent that tr
Executive report to a corporate officer or emplogééhe Company or the Bank instead of reportirmeatly to the Boar
of Directors of the Company and the Ba

The Executive cannot terminate his employment food@Reason unless he has provided written notiteet€ompany of the existence of the
circumstances providing grounds for termination@aod Reason within thirty (30) days of the inigxistence of such grounds and the
Company has had thirty (30) days from the date bitlvsuch notice is provided to cure such circumtsta. If the Company remedies the
condition within such thirty (30) day cure peridkden no Good Reason shall be deemed to exist @éfect to such condition. If the Company
does not remedy the condition within such thirt§)(@ay cure period, then the Executive may delavaotice of termination for Good Reaso
any time within sixty (60) days following the exaiion of such cure period. If the Executive doestaominate his employment for Good
Reason within sixty (60) days following the expivatof the cure period, then the Executive willdeemed to have waived his right to
terminate for Good Reason with respect to suchrgisu

5.2 Without Cause or for Good Reasdime Employment Term and the Executive’'s employmheneunder may be terminated by the
Executive for Good Reason or by the Company witl@ause. In the event of such termination (unlesti®e5.4 below is applicable), the
Executive shall be entitled to receive the AccrA@tbunts and, subject to the Executive’s complianith Section 6, Section 7andSection 8
of this Agreement and his execution of a mutuatjseaable release of claims in favor of the Comp#yBank and their affiliates and their
respective officers and directors (Reéleas€’) and such Release becoming effective as provibdeckin (“Release Execution Period), the
Executive shall be entitled to receive the follogrin

(@ A lump sum payment equal to the sfinh® Executive’s then current Base Salary andMtveual Bonus earned for the
calendar year prior to the calendar year in whithTermination Date occurs, multiplied by two. Tiayment shall be made within ten (10)
business days following the expiration of the Re¢eBxecution Period.
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(b) If the Executive timely and propeelects continuation coverage under the Consolidatadibus Reconciliation Act of
1985 (“COBRA "), the Company shall reimburse the Executive e difference between the monthly COBRA premiund i the
Executive for himself and his dependents and thethiyp premium amount paid by similarly situatediaetexecutives. Such reimbursement
shall be paid to the Executive on or before thedifith (13" day of the month immediately following the monthathich the Executive timely
remits the premium payment. The Executive shablizggble to receive such reimbursement until théiest of: (i) the expiration of the
Severance Period; (ii) the date the Executive ibonger eligible to receive COBRA continuation caage; and (iii) the date on which the
Executive receives/becomes eligible to receivetsuitislly similar coverage from another employer.

(c) The treatment of any outstanding BgAiwvards shall be determined in accordance wightétms of the relevant equity plan
(s) as contemplated Bections 4.3 and 4.4bove and the applicable award agreements.

5.3 Death or Disability.

€) The Executive’s employment hereursthal terminate automatically upon the Executivdgsath during the Employment
Term, and the Company may terminate the Executeeiployment on account of the Executive’s Disahilit

(b) If the Executive’s employment is témated during the Employment Term on account offkecutive’s death or Disability,
the Executive (or the Executive’s estate and/oefielaries, as the case may be) shall be entideddeive the following:

(i) the Accrued Amounts; ar

(i) alump sum payment equal to the pro-ratenéal Bonus, if any, that the Executive would haaened for the EIP year in
which the Termination Date occurs based on thesaehient of applicable performance goals for suen,ywehich shall
be payable on the date that annual bonuses aréqtid Company’s similarly situated executives,ibwno event later
than twcanc-a-half (2 1/2) months following the end of the calanglear in which the Termination Date occl

(c) For purposes of this Agreement, Digglshall mean that the Executive is entitled¢égeive long-term disability benefits
under the Company’s long-term disability plan,fahere is no such plan, the Executive’s inabildye to physical or mental incapacity, to
substantially perform his essential duties andamesibilities under this Agreement for ninety (9@yd out of any three hundred sixtye (365)
day period; provided however, in the event the Camypemporarily replaces the Executive, or trarssfiee Executive’s duties or
responsibilities to another individual on accounth@ Executive’s inability to perform such dutidise to a mental or physical incapacity which
is, or is reasonably expected to become, a Disghitien the Executive’'s employment shall not berded terminated by the Company and the
Executive shall not be able to resign with Goodd®aaas a result thereof.
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Any question as to the existence of the Executiizésability as to which the Executive and the Compeannot agree shall be determined
in writing by a qualified independent physician omity acceptable to the Executive and the CompHitlge Executive and the Company
cannot agree as to a qualified independent physieiach shall appoint such a physician and thoseptwsicians shall select a third who shall
make such determination in writing. The determoratf Disability made in writing to the Company ahé Executive shall be final and
conclusive for all purposes of this Agreement.

5.4 Change in Control Terminatic.

(a) Notwithstanding any other provision @néd herein, if the Executive’s employment hereurisl terminated by the Executive
for Good Reason or by the Company without Caudee(dhan on account of the Executive’s death oalblgy), in each case either
concurrently with or within twenty-four (24) montksdlowing a Change in Control, the Executive shwedlentitled to receive the Accrued
Amounts and, subject to the Executive’s complianith Section 6, Section 7andSection 8of this Agreement and his execution of a Release
which becomes effective as provided therein, foictwthe Company assigns significant value in agigéd this Section 5.4, the Executive
shall be entitled to receive the following:

(i) alump sum payment upon the effectivendsh@Release equal to three (3) times his avebage salary and annual cash
incentive payments (partial years being annualifedhe immediately preceding five (5) taxable ngefr such shorter
period as the Executive was employe

(i) If the Executive timely and properly elsatontinuation coverage under COBRA, the Compaalil ssimburse the
Executive for the difference between the monthlyBRa premium paid by the Executive for himself arnsl thependents
and the monthly premium amount paid by similartyaied active executives. Such reimbursement bbaglaid to the
Executive on the fifteenth (1% day of the month immediately following the monthaihich the Executive timely remits
the premium payment. The Executive shall be elgiblreceive such reimbursement until the eartigs

(x) the second year anniversary of the TernmonaDate;
(y) the date the Executive is no longer eligitd receive COBRA continuation coverage; and

(z) the date on which the Executive receivasshees eligible to receive substantially similar emage from
another employer.



(b) The term “Change in Control” shallanethe occurrence of any one or more of the folhauwi

(i) one person (or more than one person acting asupgagquires ownership of stock of the Company, tiogiether with thi
stock held by such person or group, constitutesertttan fifty percent (50% of the total fair marketue or total voting
power of the stock of the Company; provided th&hange in Control shall not occur if any persannfore than one
person acting as a group) owns more than fifty grer¢50%) of the total fair market value or totating power of the
Compan’s stock and acquires additional sta

(i) one person (or more than one person a@Big group) acquires (or has acquired duringwieése-month period ending
on the date of the most recent acquisition) ownprshthe Company’s stock possessing thirty per¢gd%) or more of
the total voting power of the stock of the Compe

(i) a majority of the members of the Boardifectors of the Company are replaced during amghte-month period by
directors whose appointment or election is not eselb by a majority of the Board before the datepgfointment or
election; ot

(iv) the sale of all or substantially all oet€ompany’s assets defined as the acquisition ofpg2aay assets having a fair
market value, without regard to liabilities of 4@¥more of the total gross fair market value ofodithe assets of the
Company immediately prior to such acquisiti

For purposes of this Agreement, the terms “persondl’ “acting as a group” shall have the meaningsifipe in the Code and the regulations

thereunder. In no event, however, shall a Chan@ointrol be deemed to have occurred as a resatiyofcquisition of securities or assets of

the Company, the Bank, or a subsidiary of eithghefm, by the Company, the Bank, or any subsiddsjther of them, or by any employee
benefit plan maintained by any of them. Notwithsliag the foregoing, a Change in Control shallautur unless such transaction constitu
change in the ownership of the Company or the Barghange in the effective control of the Companthe Bank or a change in the owner:
of a substantial portion of the assets of the Campma the Bank, in each case as provided undeidde¢®9A of the Code and the regulations
thereunder.

5.5 _Notice of TerminationAny termination of the Executive’'s employmentédwarder by the Company or by the Executive durieg th
Employment Term (other than termination pursuar@eotion 5.3(ajon account of the Executive’s death) shall be comioaied by a written
notice of termination (Notice of Termination”) to the other party hereto in accordance v@tttion 22. The Notice of Termination shall

specify:
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(a) the termination provision of this &gment relied upon;

(b) to the extent applicable, the factd aircumstances claimed to provide a basis fonitgation of the Executive’employmer
under the provision so indicated; and

(c) the applicable Termination Date.

5.6 Termination DateThe Executive’s Termination Date shall be:

(a) If the Executive’s employment heresintrminates on account of the Executive’'s dahthdate of the Executive’s death;

(b) If the Executive’s employment hereenisd terminated on account of the Executive’s bigg, the date that it is determined
that the Executive has a Disability;

(c) If the Company terminates the Exe@i employment hereunder for Cause, the date tdie®of Termination is delivered
to the Executive;

(d) If the Company terminates the Exeal§ employment hereunder without Cause, the dedeified in the Notice of
Termination, which shall be no less than thirty)(88ys following the date on which the Notice of@ation is delivered; provided that, the
Company shall have the option to provide the Exeewrith a lump sum payment equal to thirty (30ysidBase Salary in lieu of such notice,
which shall be paid in a lump sum on the Execusviegrmination Date and for all purposes of thisefgnent, the Executive’s Termination
Date shall be the date on which such Notice of Teauon is delivered; and

(e) If the Executive terminates his enyplent hereunder with or without Good Reason, the dgpecified in the Executive’s
Notice of Termination, which shall be no less tltanty (30) days following the date on which thetide of Termination is delivered; provid:
that, the Company may waive all or any part oftttigy (30) day notice period for no consideratlmngiving written notice to the Executive
and for all purposes of this Agreement, the Exeetgi Termination Date shall be the date determmethe Company.

Notwithstanding anything contained herein, the Tieation Date shall not occur until the date on vahice Executive incurs a
“separation from service” within the meaning of @t 409A.

5.7 _Mitigation. In no event shall the Executive be obligatedeteksother employment or take any other action by efamitigation of the
amounts payable to the Executive under any of theigions of this Agreement and except as providild respect to COBRA
reimbursements, any amounts payable pursuantd&d#uition 5shall not be reduced by compensation the Execetives on account of
employment with another employer.

5.8 _Resignation of All Other Positions/pon termination of the Executive’s employmenteumder for any reason, the Executive agree:
to resign, effective on the Termination Date analldhe deemed to have resigned from all positibas the Executive holds as an officer
or member of the board of directors (or a comraittereof) of the Company, the Bank or any of théfiliates.
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5.9 Section 280G

€) If any of the payments or benefitseieed or to be received by the Executive (inclgdinithout limitation, any payment or
benefits received in connection with a Change int@d or the Executive’s termination of employmenmhether pursuant to the terms of this
Agreement or any other plan, arrangement or agnegrmeotherwise) (all such payments collectivadferred to herein as tH280G
Payments”) constitute “parachute payments” within the megrohSection 280G of the Code and will be subjedhe excise tax imposed
under Section 4999 of the Code (tlcise Tax” ), then such 280G Payments shall be reduced byithienum amount required so that no
amount payable to the Executive will be subjedhoExcise Tax (with the cash severance to be estificst and with any further reductions
that may be required to be determined by Tax Cdyasalefined below) in a manner that minimizesithpact to the Executive).

(b) All calculations and determinatiomsler thisSection 5.9hall be made by an independent accounting firmdependent
tax counsel appointed by the Company (fhex Counsel” ) whose determinations shall be conclusive andibgndn the Company and the
Executive for all purposes. For purposes of makiregcalculations and determinations required bySkeiction 5.9, the Tax Counsel may rely
on reasonable, good faith assumptions and appréinsaconcerning the application of Section 280@ Section 4999 of the Code. The
Company and the Executive shall furnish the Taxr@euwith such information and documents as theQaunsel may reasonably request in
order to make its determinations under Béction 5.9. The Company shall bear all costs the Tax Coumsgl reasonably incur in connection
with its services.

(c) The Executive hereby agrees withGleenpany and any successor thereto to in good daitkider and take steps commonly
used to minimize or eliminate any “parachute paytsianithin the meaning of Section 280G of the Cddequested to do so by the Company
or any successor therefmrpvided, howeverthat the foregoing language shall neither redihieeExecutive to take or not take any specific
action in furtherance thereof nor contravene, lionitemove any right or privilege provided to theeEutive under this Agreement.

6. _CooperationThe parties agree that certain matters in whiehBxecutive will be involved during the Employmd&®irm may necessitate
the Executive’s cooperation in the future. Accoglin following the termination of the Executive’mployment for any reason, to the extent
reasonably requested by the Board, the Executialk aboperate with the Company in connection witlitters arising out of the Executive’s
service to the Company; provided that, the Comsma}l make reasonable efforts to minimize disruptibthe Executive’s other activities.
The Company shall reimburse the Executive for nealte expenses incurred in connection with suclpe@tion and, to the extent that the
Executive is required to spend substantial timsueh matters (i.e., more than 10 hours per wek&)Cbmpany shall compensate the Exec
at an hourly rate based on the Executive’s Basarypah the Termination Date.
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7. _Confidential InformationThe Executive understands and acknowledges thatgithe Employment Term, he will have accessno
learn about Confidential Information, as definetbbe

7.1 Confidential Information Defined

(@) _Definition.

For purposes of this AgreementCbnfidential Information ” includes, but is not limited to, all informatigrot generally
known to the public, in spoken, printed, electromi@ny other form or medium, relating directlyindirectly to the Company, the Bank or their
affiliates, or of any other person or entity thaslentrusted information to the Company in configen

The Executive understands and agrees that Conifidiémfiormation includes information developed kiynhin the course of
his employment by the Company as if the Companyished the same Confidential Information to thedtiiwe in the first instance.
Confidential Information shall not include inforr@t that is generally available to and known by plélic at the time of disclosure to the
Executive or later; provided that, such disclosaréarough no direct or indirect fault of the Ex#ea or person(s) acting on the Executive’s
behalf.

Without otherwise limiting the foregoing, the padiagree that this Agreement and the terms héei@oh{ract Information”)
shall constitute Confidential Information unlesslamtil the Company determines that it or they nusthould be disclosed, in whole or in
part. The Company intends to coordinate any sughired or desired disclosure of Contract Informatiath the Executive.

(b) _Disclosure and Use Restrictions

The Executive agrees and covenants: (i) to tré&aifidential Information as strictly confidentjglii) not to directly or
indirectly disclose, publish, communicate or makailable Confidential Information, or allow it teeldlisclosed, published, communicated or
made available, in whole or part, to any entitypperson whatsoever except as needed in the perfemudrihe Executive’s authorized
employment duties to the Company; and (iii) noat¢oess or use any Confidential Information, andmebpy any documents, records, files,
media or other resources containing any Confidelmtfarmation, or remove any such documents, regdiitts, media or other resources from
the premises or control of the Company, excepeasied in the performance of the Executive’s autedremployment duties to the Company
and the Bank. Nothing herein shall be construgatésent disclosure of Confidential Information agynbbe required by applicable law or
regulation, or pursuant to the valid order of artoficompetent jurisdiction or an authorized gawaent agency, provided that the disclosure
does not exceed the extent of disclosure requiyesibh law, regulation or order.

The Executive understands and acknowledges thabligations under this Agreement with regard tg particular
Confidential Information shall commence immediatepon the Executive first having access to suchfi@ential Information (whether before
or after he begins employment by the Company) &atl sontinue during and after his employment by @ompany until such time as such
Confidential Information has become public knowleddgher than as a result of the Executive’s bredthis Agreement or breach by those
acting in concert with the Executive or on the Exa@'’s behalf. Nothing herein shall prevent thgeéutive from disclosing Contract
Information to his personal attorneys, accountantsother advisors, as necessary for the perforenafniheir duties and on a confidential
basis.
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8. Restrictive Covenants

8.1 AcknowledgmentThe Executive understands that the nature oExezutive’s position gives him access to and kndgeeof
Confidential Information and places him in a pasitdf trust and confidence with the Company. Thedtitive understands and acknowledges
that the intellectual services he provides to tbenGany are unique, special or extraordinary.

The Executive further understands and acknowlettggshe Company’s ability to reserve these sesvioethe exclusive
knowledge and use of the Company is of great coitiygeimportance and commercial value to the Conypand that improper use or
disclosure by the Executive is likely to resuluinfair or unlawful competitive activity.

8.2 Nonrcompetition. Because of the Company'’s legitimate businessastas described herein and the good and valuable
consideration offered to the Executive, during Emeployment Term and for the term of one (1) yeagibning on the last day of the
Executives employment with the Company, for any reason aeagon and whether employment is terminated atfikion of the Executive «
the Company, the Executive agrees and covenants reogage in Prohibited Activity within any couritywhich the Company, the Bank or
any of their affiliates maintains as of the Terntioa Date or has pending as of the Termination Rdibng for permission to establish a
branch, loan production office, or mortgage prourcoffice (the “Restricted Area”).

For purposes of thiSection 8.2

(@) “Prohibited Activity " is activity in which the Executive, directly andirectly, solely or jointly with any person or gens, as
an employee, consultant, or advisor (whether oengtaged in business for profit), or as an indialdaroprietor, partner, shareholder, director,
officer, joint venturer, investor or lender, orany other capacity: (i) becomes affiliated with d@nk or commercial lender headquartered or
with branches in Fairfield or New Haven County, Gecticut; or (ii) becomes affiliated with a diffeteCommunity Banking Institution in the
Restricted Area,

(b) “become affiliated” shall mean, without limitation, engaging, panmpiating, or being involved in any respect in theibess of
banking (other than as a depositor, borrower oerotiistomer), or furnishing any aid, assistancgeorice of any kind to any person in
connection with the business of the Company, thekBend any of their affiliates, and shall includigheut limitation being employed by any
Community Banking Institution which has a branclotiter place of business in the Restricted Ared; an

(c) “Community Banking Institution ” shall mean a bank with assets equal to or leas five billion dollars.
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Nothing herein shall prohibit the Executive fronrghasing or owning less than five percent (5%hefdecurities or ownership
interests of any corporation, partnership or limhii@bility company, provided that such ownershépresents a passive investment and that thi
Executive is not a controlling person of, or a memdf a group that controls, such corporation,Eaship or limited liability company.

This Section 8does not, in any way, restrict or impede the Exgeudtom exercising protected rights to the extiiat such rights
cannot be waived by agreement or from complyindpaity applicable law or regulation or a valid ordka court of competent jurisdiction or
an authorized government agency, provided that sanfpliance does not exceed that required by therkegulation or order. The Executive
shall promptly provide written notice of any sualder to the Board of Directors.

8.3 Norsolicitation of EmployeesThe Executive agrees and covenants not to dyrectindirectly solicit, hire, recruit, attempt kire
or recruit, or induce the termination of employmehany employee of the Company, the Bank or antheif Affiliates for the term of one (1)
year, beginning on the last day of the Exect's employment with the Company.

8.4 Nonsolicitation of Clients The Executive understands and acknowledges Htatuse of the Executive’s experience with and
relationship to the Company, he will have accesntblearn about much or all of the clients, protige clients and referral sources of the
Company, the Bank and their affiliates. The Examitinderstands and acknowledges that loss of thiese and referral relationships and/or
goodwill will cause significant and irreparable imaiThe Executive agrees and covenants, for a pefiode (1) year, beginning on the last day
of the Executive’s employment with the Company, teadirectly or indirectly (a) solicit any actual prospective client or client-referral source
who had a business relationship with the Compdre/Bank or any of their affiliates during the périf time in which the Executive was
employed by the Company, it being expressly agteatsoliciting a referral from a prospective ctien client-referral source is included
within this prohibition; or (b) encourage any swtient or client-referral source to turn down, tarate or reduce a business relationship with
the Company, the Bank or any of their affiliates.

8.5 NordisparagementThe Executive agrees and covenants that he atihbany time following the termination of his empment
with the Company, make, publish or communicatentp @erson or entity or in any public forum any deé&ory or disparaging remarks,
comments or statements concerning the Companyahk, any of their affiliates or their respectiuesimesses, or any of their employees,
officers, and existing and prospective clientsggtdo the extent required by applicable law outation.

8.6 Norinterference Covenant-or a period of one (1) year, beginning on tis¢ ¢y of the Executive’s employment with the
Company, the Executive covenants and agrees thatllheot, directly or indirectly and for whatevegason, whether for his own account or fol
the account of any other person, firm, corporatipnther organization:

(8 solicit, employ, or otherwise interferetlwany of the contracts or relationships of the @any, the Bank or any of their affiliates
with any employee, officer, director or any indegent contractor who is employed by or associated thie Company, the Bank or any of tt
affiliates as of the Termination Date; or
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(b) actively solicit or cause to be solicited otherwise actively interfere with, any of thentracts or relationships of the Company, the
Bank or any of their affiliates with any indepentleontractor, customer, client or supplier of thentpany, the Bank or any of their affiliates.

8.7 Business Materials and Property Disgi®sill written materials, records, and documents enhg the Executive or coming into
his possession concerning the business or affattedCompany, the Bank or any of their affiliatball be the sole property of the Company.
Upon termination of his employment with the Compahyg Executive shall deliver the same to the Comimand shall retain no copies,
including but not limited to copies in paper, eteoic, digital or any other format. The Executivel also return to the Company all other
property in his possession owned by the Company tipe termination of his employment.

If a court or arbitration panel concludes thattihee period of the restriction set forth in tiection 8is not enforceable or that a specific
geographical scope must be stated herein, thepatties agree that such court or arbitration peraf rewrite the time period of this restriction
and/or prescribe a geographical restriction tontla&imum enforceable time period and geographics aermitted by law.

9. _AcknowledgemenfThe Executive acknowledges and agrees that th&sero be rendered by his to the Company arespkaial and
unique character; that the Executive will obtaimwiedge and skill relevant to the Company’s indystiethods of doing business and
marketing strategies by virtue of the Executivetgpoyment; and that the restrictive covenants ahdraderms and conditions of this
Agreement are reasonable and reasonably necesgamytéct the legitimate business interest of them@any.

The Executive further acknowledges that the amotihts compensation reflects, in part, his obligasi and the Company’s rights under
Section 7andSection 8of this Agreement; that he has no expectation gfaattitional compensation, royalties or other paynoé any kind
not otherwise referenced herein in connection highewand that he will not be subject to undue hhaiglby reason of his full compliance with
the terms and conditions of Section 7 and SectiohtBis Agreement or the Company’s enforcementetbie

10. _Remedieslin the event of a breach or threatened breadhé¥xecutive oSection 7or Section 8of this Agreement, the Executive
hereby consents and agrees that the Company ghatitliled to seek, in addition to other availakimedies, a temporary or permanent
injunction or other equitable relief against suckdeh or threatened breach from any court of coempédirisdiction, without the necessity of
showing any actual damages or that money damageisi wot afford an adequate remedy, and withoun#essity of posting any bond or
other security. The aforementioned equitable reliefl be in addition to, not in lieu of, legal redies, monetary damages or other available
forms of relief.

16



11. _Arbitration. Any dispute whatsoever relating to the Execuvanployment by the Company, or any other dispuiséng out of this
Agreement which cannot be resolved by any partynapity (30) days’ written notice to the other yaishall be settled by binding arbitration
at a mutually agreed location in Fairfield Cour@pnnecticut in accordance with the then prevaitingployment Dispute Resolution Rules of
the American Arbitration Association by a singlbitmator. The judgment upon the award renderechbyarbitrator may be entered in any c«
of competent jurisdiction. It is the purpose oktligreement, and the intent of the parties hetetmake the submission to arbitration of any
dispute or controversy arising out of this Agreetnas set forth hereinabove, binding upon all partiereto. ThiSection 11shall not in any
way restrict the right of the Company to obtairuimjtive relief from a court of competent jurisdacti

All arbitration costs and all other costs, inclugliout not limited to reasonable attorneys’ feesyired by the Executive in an arbitration
proceeding shall be paid by the Company in the tethenExecutive materially or substantively presail such arbitration proceeding. All
arbitration costs and all other costs, includingrmt limited to reasonable attorneyses, incurred by the Company in an arbitratiorcpealing
shall be paid by the Executive in the event the Gamy materially or substantively prevails in sudbitaation proceeding. As part of the
judgment rendered by the arbitrator in an arbitraproceeding, the arbitrator shall determine wipiahty (if any) has materially «
substantively prevailed in such arbitration pro¢egd

12. _Governing Law: Jurisdiction and VenuEhis Agreement, for all purposes, shall be castrin accordance with the laws of Connecticut
without regard to conflicts of law principles. Aagtion or proceeding by either of the parties timere this Agreement that is not covered by
the Arbitration provision oSection 11above shall be brought only in a state or fedavaftdocated in the state of Connecticut, county of
Fairfield. The parties hereby irrevocably submitite non-exclusive jurisdiction of such courts avaive the defense of inconvenient forum to
the maintenance of any such action or proceedisgdéh venue.

13. _Source of Payments: No Duplication of PayisieAll payments provided in this Agreement shaltibeely paid in cash or check from t
general funds of the Company or the Bank. Paynpamsuant to this Agreement shall be allocated betviee Company and the Bank in
proportion to the approximate level of activity ahe time expended on such activities by the Exeewats determined by the Company and the
Bank on a quarterly basis, unless the applicaldeigion of this Agreement specifies that the paynséiall be made by either the Company or
the Bank. In no event shall the Executive receivglidate payments or benefits from the Companythadank.

14. _Entire AgreementUnless specifically provided herein, this Agreateontains all of the understandings and reprasiens between the
Executive and the Company pertaining to the sulijedter hereof and supersedes all prior and cordeampous understandings, agreements,
representations and warranties, both written aa{] with respect to such subject matter. The partiatually agree that the Agreement can be
specifically enforced in court and can be cite@adence in legal proceedings alleging breach @fAgreement.

15. _Modification and WaiverNo provision of this Agreement may be amendenhodified unless such amendment or modificatiorgi®ed
to in writing and signed by the Executive and by @hairman of the Board of Directors of the Compaiy waiver by either of the parties of
any breach by the other party hereto of any caslivir provision of this Agreement to be performgdhe other party hereto shall be deemed
waiver of any similar or dissimilar provision orrddition at the same or any prior or subsequent,tme shall the failure of or delay by either
of the parties in exercising any right, power avipege hereunder operate as a waiver thereofaolpde any other or further exercise there«
the exercise of any other such right, power orilgge.
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16. _Severability Should any provision of this Agreement be heldatwourt of competent jurisdiction to be enforceadmly if modified, or if
any portion of this Agreement shall be held as foreeable and thus stricken, such holding shallafifgict the validity of the remainder of this
Agreement, the balance of which shall continuegdimding upon the parties with any such modifmatio become a part hereof and treated &
though originally set forth in this Agreement.

The parties further agree that any such courtsessly authorized to modify any such unenforcepldeision of this Agreement
lieu of severing such unenforceable provision ftbim Agreement in its entirety, whether by rewgtithe offending provision, deleting any or
all of the offending provision, adding additionahbuage to this Agreement or by making such otleglifications as it deems warranted to
carry out the intent and agreement of the pargesnabodied herein to the maximum extent permitieldy.

The parties expressly agree that this Agreemeso asodified by the court shall be binding upon antbrceable against each of
them. In any event, should one or more of the giows of this Agreement be held to be invalid gi#leor unenforceable in any respect, such
invalidity, illegality or unenforceability shall naffect any other provisions hereof, and if supbvjsion or provisions are not modified as
provided above, this Agreement shall be constrsaflsuch invalid, illegal or unenforceable prowiss had not been set forth herein.

17. _Captions Captions and headings of the sections and paragiaf this Agreement are intended solely for commce and no provision
of this Agreement is to be construed by referendée caption or heading of any section or pardgrap

18. _CounterpartsThis Agreement may be executed in separate cquants, each of which shall be deemed an origmatlall of which take
together shall constitute one and the same instiime

19. _Tolling. Should the Executive violate any of the termshefrestrictive covenant obligations articulateceig the time period for
compliance with such obligations shall be tolledtfee full period in which the Executive is in véion of such obligations, with the tolled
period to be added to the period of time remairfiadligwing the first date on which the Executive seato be in violation of such obligation.

20. _Section 409AThis Agreement is intended to comply with Secd@9A or an exemption thereunder and shall be coadtand
administered in accordance with Section 409A. Nitstanding any other provision of this Agreemeaments provided under this
Agreement may only be made upon an event and iarmert that complies with Section 409A or an applie@xemption. Any payments under
this Agreement that may be excluded from Sectid@d@ither as separation pay due to an involuntapagation from service or as a shientr
deferral shall be excluded from Section 409A tortteximum extent possible. For purposes of Sectd@?¢ each instalment payment provic
under this Agreement shall be treated as a sepaagiteent. Notwithstanding any other provision a@$ thgreement, in the event any paymel
to be made during a specified time period followihg expiration of the Release Execution Periodthadime period for such payment begins
in one calendar year and ends in a second calgedarthen such amount shall be payable in thenskecalendar year. Notwithstanding the
foregoing, the Company makes no representationshtbgpayments and benefits provided under thiségrent comply with Section 409A a

in no event shall the Company be liable for alhoy portion of any taxes, penalties, interest beoexpenses that may be incurred by the
Executive on account of non-compliance with SectiofA.
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Notwithstanding any other provision of this Agreemef any payment or benefit provided to the Exe@iin connection with his
termination of employment is determined to congitinonqualified deferred compensation” within theaning of Section 409A and the
Executive is determined to be a “specified empléyeedefined in Section 409A(a)(2)(b)(i), then suakiment or benefit shall not be paid u
the first payroll date to occur following the siemth anniversary of the Termination Date (tHepecified Employee Payment Dat8, unless
the payment otherwise satisfies the short-termrd@fexemption or another exemption under Sect@a®of the Code. The aggregate of any
payments that would otherwise have been paid béifier&pecified Employee Payment Date shall be foatide Executive in a lump sum on the
Specified Employee Payment Date and thereafterremgining payments shall be paid without delagdoordance with their original
schedule.

21. _Successors and Assigrishis Agreement is personal to the Executive dradl sot be assigned by the Executive. Any purgbrte
assignment by the Executive shall be null and foh the initial date of the purported assignmétiie Company may assign this Agreement
to any successor or assign (whether direct oréetliby purchase, merger, consolidation or otheéts all or substantially all of the business
or assets of the Company. This Agreement shaleituthe benefit of the Company and permitted sssars and assigns.

22. _Notice Notices and all other communications providediffiathis Agreement shall be in writing and shalldedivered personally or sent
by registered or certified mail, return receiptuested, or by overnight carrier to the partiehataddresses set forth below (or such other
addresses as specified by the parties by like éotic

If to the Company

Chairman

Compensation Committe
Bankwell Financial Group, Int
220 Elm Stree

New Canaan, CT 068¢

If to the Executive
Christopher Grusek

130 Rosebrook Roe
New Canaan, CT 068
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23. _Representations of the Executividhe Executive represents and warrants to the @ognthat:

23.1 The Executive’s acceptance of employmetit thie Company and the performance his duties hedeuwill not conflict with or
result in a violation of, a breach of, or a defaultler any contract, agreement or understandimghtch he is a party or is otherwise bound.

23.2 The Executive’s acceptance of employmetit thie Company and the performance of his dutiesumeler will not violate any non-
solicitation, non-competition or other similar covaat or agreement of a prior employer.

24. _Withholding The Company shall have the right to withhold frany amount payable hereunder any federal, statéoanl taxes in ord:
for the Company to satisfy any withholding tax ghalion it may have under any applicable law or aiin.

25. _Survival Upon the expiration or other termination of tAigreement, the respective rights and obligationthefparties hereto shall
survive such expiration or other termination to éixéent necessary to carry out the intentions efottrties under this Agreement.

26. _Acknowledgment of Full UnderstandingHE EXECUTIVE ACKNOWLEDGES AND AGREES THAT HE HASULLY READ,
UNDERSTANDS AND VOLUNTARILY ENTERS INTO THIS AGREEMNT. THE EXECUTIVE ACKNOWLEDGES AND AGREES
THAT HE HAS HAD AN OPPORTUNITY TO ASK QUESTIONS ANITONSULT WITH AN ATTORNEY OF HIS CHOICE BEFORE
SIGNING THIS AGREEMENT.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHISEOF, the parties hereto have exatthés Agreement as of the date first written above
BANKWELL FINANCIAL GROUP, INC.

By/s/ James A. Fieber

Name: James A. Fieb

Title: Chairman of the Compensati
Committee

EXECUTIVE

Signature/s/ Christopher
Gruseke

Name: Christopher Grusel
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Exhibit 23.2
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referdncthe Registration Statements on Form S-8 (N&8-37040, and 33399104) o

Bankwell Financial Group, Inc. of our report datddrch 13, 2015, relating to the financial staterseftBankwell Financial Group, Inc. whi
appears in this Form 10-K.

/sl Whittlesey & Hadley, P.C

Hartford, Connecticu
March 16, 201!



Exhibit 31.1
CERTIFICATIONS
I, Christopher Gruseke certify that:
1. | have reviewed this annual report on Forr-K of Bankwell Financial Group, In
2. Based on my knowledge, this report does not corgtajnuntrue statement of a material fact or om#ttie a material fact necessar

make the statements made, in light of the circunt&s under which such statements were made, ntgadisg with respect to t
period covered by this repo

3. Based on my knowledge, the financial statementd,aher financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the Registrant as of, andlfie@ periods presented in this rep
4. The Registrarg’ other certifying officer and | are responsible éstablishing and maintaining disclosure conteoisl procedures (

defined in Exchange Act Rules 13a-15(e) and 15€k)) and internal control over financial repagtifas defined in Exchange Act Rt

13e-15(f) and 15-15(f)) for the Registrant and han

(a) designed such disclosure controls and proceduresawsed such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatioiatneg to the Registrant, including its consolidhtibsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneszh

(b) designed such internal control over financial réipgr or caused such internal control over finahm@gorting to be designed un
our supervision, to provide reasonable assurangardiang the reliability of financial reporting aride preparation of financ
statements for external purposes in accordancegeitierally accepted accounting princip

(c) evaluated the effectiveness of the Registsatisclosure controls and procedures and presémtiéis report our conclusions ab
the effectiveness of the disclosure controls amutgutures, as of the end of the period covered lsy réport based on sL
evaluation; ant

(d) disclosed in this report any change in tlegiBrant’s internal control over financial repogithat occurred during the Registrant’
most recent fiscal quarter (the Registrarfburth fiscal quarter in the case of an annupbmg that has materially affected, o
reasonably likely to materially affect, the Redist’ s internal control over financial reportir

5. The Registrang’ other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @brdwer financie
reporting, to the Registrant’s auditors and thetazaimmittee of the Registrastboard of directors (or persons performing theveden:
functions):

(a) all significant deficiencies and material weaknsssethe design or operation of internal controbiofinancial reporting which a
reasonably likely to adversely affect the Regig’s ability to record, process, summarize and reffmncial information; ant

(b) any fraud, whether or not material, thatolres management or other employees who have #isan role in the Registrarg’
internal control over financial reportin

Date March 16, 201
/sl Christopher Grusek
Christopher Grusek
President and Chief Executive Offic




Exhibit 31.2
CERTIFICATIONS
I, Ernest J. Verrico, Sr. certify that:
1. | have reviewed this annual report on Forr-K of Bankwell Financial Group, In
2. Based on my knowledge, this report does not corgtajnuntrue statement of a material fact or om#ttie a material fact necessar

make the statements made, in light of the circunt&s under which such statements were made, ntgadisg with respect to t
period covered by this repo

3. Based on my knowledge, the financial statementd,aher financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the Registrant as of, andlfie@ periods presented in this rep
4. The Registrarg’ other certifying officer and | are responsible éstablishing and maintaining disclosure conteoisl procedures (

defined in Exchange Act Rules 13a-15(e) and 15€k)) and internal control over financial repagtifas defined in Exchange Act Rt

13e-15(f) and 15-15(f)) for the Registrant and han

(a) designed such disclosure controls and proceduresawsed such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatioiatneg to the Registrant, including its consolidhtibsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneszh

(b) designed such internal control over financial réipgr or caused such internal control over finahm@gorting to be designed un
our supervision, to provide reasonable assurangardiang the reliability of financial reporting aride preparation of financ
statements for external purposes in accordancegeitierally accepted accounting princip

(c) evaluated the effectiveness of the Registsatisclosure controls and procedures and presémtiéis report our conclusions ab
the effectiveness of the disclosure controls amutgutures, as of the end of the period covered lsy réport based on sL
evaluation; ant

(d) disclosed in this report any change in tlegiBrant’s internal control over financial repogithat occurred during the Registrant’
most recent fiscal quarter (the Registrarfburth fiscal quarter in the case of an annupbmg that has materially affected, o
reasonably likely to materially affect, the Redist’ s internal control over financial reportir

5. The Registrang’ other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @brdwer financie
reporting, to the Registrant’s auditors and thetazaimmittee of the Registrastboard of directors (or persons performing theveden:
functions):

(a) all significant deficiencies and material weaknsssethe design or operation of internal controbiofinancial reporting which a
reasonably likely to adversely affect the Regig’s ability to record, process, summarize and reffmncial information; ant

(b) any fraud, whether or not material, thatolres management or other employees who have #isan role in the Registrarg’
internal control over financial reportin

Date March 16, 2015 /sl Ernest J. Verrico, Si
Ernest J. Verrico, S
Executive Vice President and Ch
Financial Officer




Exhibit 32

CERTIFICATION PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

The undersigned, Christopher Gruseke and Ern&&riico, Sr. hereby jointly certify as follows:
They are the Chief Executive Officer and the CFiefancial Officer, respectively, of Bankwell FinaacGroup, Inc. (the “Company”);

To the best of their knowledge, the Company’s AmiRegport on Form 10-k for the year ended DecemtieR814 (the “Report"fomplies ii
all material respects with the requirements of i®act3(a) of the Securities Exchange Act of 19%amended; and

To the best of their knowledge, based upon a rewiéwhe Report, the information contained in thep&e fairly presents, in all mater
respects, the financial condition and results @rapions of the Company.

/sl Christopher Grusek
CHRISTOPHER GRUSEKE
President and Chief Executive Offic
Date: March 16, 2015

/s/ Ernest J. Verrico S

ERNEST J. VERRICO, SR.
Executive Vice President and Ch
Financial Officer

Date: March 16, 201




