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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K

yANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2018

OTRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from to

Commission File Number: 001-13349

BAR HARBOR BANKSHARES

(Exact name of registrant as specified in its charter)

Maine 01-0393663

(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)

PO Box 400
82 Main Street, Bar Harbor, ME 04609-0400
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code: (207) 288-3314

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Common stock, par value $2.00 per share NYSE American

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yeso Noy

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yeso Noy

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes y No o
Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be
submitted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for
such shorter period that the registrant was required to submit such files). Yes y No o

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§ 229.405 of this
chapter) is not contained herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or
information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. o
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company or an emerging growth company. See the definition of “large accelerated filer,” “accelerated
filer”, “smaller reporting company”, or "emerging growth company" in Rule 12b-2 of the Exchange Act. (Check one)
Large Accelerated Filer o Accelerated Filery =~ Non-Accelerated Filer o~ Smaller Reporting Company o
Emerging growth company o

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act)
Yeso Noy

The aggregate market value of the common stock held by non-affiliates of Bar Harbor Bankshares was $469,384,260
based on the closing sale price of the common stock on the NYSE American on June 30, 2018, the last trading day of
the registrant’s most recently completed second quarter.

The Registrant had 15,523,628 shares of common stock, par value $2.00 per share, outstanding as of March 8, 2019.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the definitive Proxy Statement for the Annual Meeting of Stockholders to be held on May 21, 2019 are
incorporated by reference into Part III, Items 10-14 of this Annual Report on Form 10-K.
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The Company conducts business operations principally through Bar Harbor Bank & Trust, which may be referred to

as the Bank and which is a subsidiary of Bar Harbor Bankshares. Unless the context requires otherwise, references in
this report to "our company, "our," "us," "we" and similar terms refer to Bar Harbor Bankshares and its subsidiaries,

including the Bank, collectively.
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PART I

ITEM 1. BUSINESS
FORWARD-LOOKING STATEMENTS

Certain statements contained in this Annual Report on Form 10-K that are not historical facts may constitute
forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 ("Securities Act") and
Section 21E of the Securities Exchange Act of 1934 ("Exchange Act") and are intended to be covered by the safe
harbor provisions of the Private Securities Litigation Reform Act of 1995. You can identify these statements from the
use of the words “may,” “will,” “should,” “could,” “would,” “plan,” “potential,” “estimate,” “project,” “believe,” “intend,” “an
“target” and similar expressions. These forward-looking statements are subject to significant risks, assumptions and
uncertainties, including among other things, changes in general economic and business conditions, increased
competitive pressures, changes in the interest rate environment, legislative and regulatory change, changes in the
financial markets, and other risks and uncertainties disclosed from time to time in documents that Bar Harbor
Bankshares files with the Securities and Exchange Commission. All risk factors set forth in Item 1A of this Annual
Report on Form 10-K should be considered in evaluating forward-looking statements, which speak only as of the
dates on which they were made. The Company is not undertaking an obligation to update forward-looking statements,
even though its situation may change in the future, except as required under federal securities law. The Company
qualifies all of its forward-looking statements by these cautionary statements.

29 ¢

GENERAL

Throughout this Annual Report on Form 10-K, Bar Harbor Bankshares is referred to as “BHB”, “the Company", “we”, “our”,
or “us.” Bar Harbor Bank & Trust (“the Bank™) was established in 1887, and is the only community bank headquartered in
Northern New England with branches in Maine, New Hampshire and Vermont. The Bank is a true community bank
providing exceptional commercial, retail and wealth management banking services through a network of 48

full-service branches.

The Company’s corporate goal is to be among the most profitable banks in New England, and its business model is
centered on the following:

Employee and customer experience is the foundation of superior performance, which leads to significant financial
benefit to shareholders
Geography, heritage and performance are key while remaining true to a community culture
Strong commitment to risk management while balancing growth and earnings
Service and sales driven culture with a focus on core business growth
Fee income is fundamental to the Company's profitability through trust and treasury management services, customer
derivatives and secondary market mortgage sales
Investment in processes, products, technology, training, leadership and
infrastructure
€xpansion of the Company’s brand and business to deepen market presence
Opportunity and growth for existing employees while adding catalyst recruits across all levels of the Company
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Shown below is a profile and geographical footprint of the Bank as of December 31, 2018:

The Bank serves affluent and growing markets in Maine, New Hampshire and Vermont. Within these markets,
tourism, agriculture and fishing industries remain strong and continue to drive economic activity. These core markets
have also maintained their strength through diversification into various service industries.

Maine

The Bank operates 14 full-service branches principally located in the regions of downeast, midcoast and central
Maine, which can generally be characterized as rural areas. As previously announced, the Bank opened a new
commercial loan office in Portland, Maine in December 2018. In Maine, the Bank considers its primary market areas
to be Hancock, Knox, Washington, Kennebec and Sagadahoc counties. The economies in these counties are based
primarily on tourism, healthcare, fishing and lobstering, agriculture, state government, and small local businesses and
are also supported by a large contingent of retirees.

New Hampshire

The Bank operates 21 full-service branches and two stand-alone drive-up windows in New Hampshire located in the
regions of the lake sunapee, upper valley and merrimack valley. There are several distinct markets within each of
these regions. The towns or cities of Nashua, Manchester, and Concord are considered part of the merrimack valley.
Nashua, New Hampshire is a regional commercial, entertainment and dining destination and with its board with
Massachusetts, also enjoys a vibrant high-tech industry and a robust retail industry due in part to the state's absence of
a sales tax. The upper valley region of New Hampshire includes the towns of Lebanon and Hanover, which are home
to Dartmouth-Hitchcock Medical Center and Dartmouth College, respectively. The lake sunapee market is a popular
year-round recreation and resort area that includes both Lake Sunapee and Mount Sunapee and includes the towns of
Claremont, New London, and Newport.

Vermont

The Bank operates 13 full-service branches and one stand-alone drive-up window in Vermont. The branches are
primarily located in central Vermont within the counties of Rutland, Windsor and Orange. These markets are home to
many attractions, including Killington Mountain, Okemo Resort, and the city of Rutland. Popular vacation
destinations in this region include Woodstock, Brandon, Ludlow and Quechee.
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SUBSIDIARY ACTIVITIES

Bar Harbor Bankshares is a legal entity separate and distinct from its first-tier bank subsidiary, Bar Harbor Bank &
Trust and its second-tier subsidiaries, Bar Harbor Trust Services, Charter Trust Company and Cottage Street
Corporation. Under Charter Trust Company are third-tier subsidiaries Charter Holding Corporation and Charter New
England Agency.

The Company also owns all of the common stock of two Connecticut statutory trusts. These capital trusts are
unconsolidated and their only material asset is a $20.6 million trust preferred security related to the junior
subordinated debentures reported in Note 8 - Borrowed Funds of the Consolidated Financial Statements.

AVAILABLE INFORMATION

The Company is required to file annual, quarterly and current reports, proxy statements and other information with the
Securities and Exchange Commission, or SEC. The SEC maintains a website at www.sec.gov that contains reports,
proxy and information statements, and other information regarding issuers that file electronically with the SEC.

The Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, proxy statements
and amendments to those documents filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange
Act of 1934, are also available free of charge on the Company's website at www.bhbt.com under the Shareholders
Relations link as soon as reasonably practicable after such reports are electronically filed with or furnished to the SEC.
Investors should note that the Company currently announces material information to investors and others using SEC
filings, press releases and postings on the Company's website (www.bhbt.com), including news and announcements
regarding the Company's financial performance, key personnel, brands and business strategy. Information that is
posted on the corporate website could be deemed material to investors. The Company encourages investors to review
the information posted on these channels. Updates may be made, from time to time, to the list of channels used to
communicate information that could be deemed material and any such change will be posted on www.bhbt.com. The
information on the website is not, and shall not be deemed to be, a part hereof or incorporated into this or any other
filings with the SEC.

COMPETITION

Major competitors in the Company's market areas include local independent banks, local branches of large regional
and national bank affiliates, thrift institutions, savings and loan institutions, mortgage companies, and credit unions.

The Company has generally been able to compete effectively with other financial institutions by emphasizing quality
customer service, making decisions at the local level, maintaining long-term customer relationships, building
customer loyalty, and providing products and services designed to address the specific needs of customers. However,
no assurance can be provided regarding the Company’s ongoing ability to compete effectively with other financial
institutions in the future.

No part of the Company’s business is materially dependent upon one, or a few customers, or upon a particular industry
segment, the loss of which would have a material adverse impact on the operations of the Company.
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LENDING ACTIVITIES

General

The Bank originates loans in four basic portfolio categories, which are discussed below. These portfolio categories
include construction and land development, commercial real estate, commercial and industrial, agricultural, tax
exempt entities, residential mortgages, home equity and other consumer loans. Loan interest rates and other key loan
terms are affected principally by the Bank’s lending policy, asset/liability strategy, loan demand, competition, and the
supply of money available for lending purposes. The Bank does not engage in subprime lending activities. The Bank
monitors and manages the amount of long-term fixed-rate lending and adjustable-rate loan products according to its
interest rate management policy. The Bank generally originates loans for investment except for certain residential
mortgages that are underwritten with the intention to be sold in the secondary mortgage market.

Loan Portfolio Analysis. The following table sets forth the year-end composition of the Company’s loan portfolio in
dollar amounts and as a percentage of the portfolio for the five years indicated. Further information about the
composition of the loan portfolio is contained in Note 3 - Loans of the Consolidated Financial Statements.

2018 2017 2016 2015 2014
(in thousands, except Percent Percent Percent Percent Percent
percentages) Amount  of Amount  of Amount  of Amount of Amount of
Total Total Total Total Total

Commercial real $826.699 33 % $826.746 34 % $418.119 37 % $396,032 40 % $351,354 38 %

estate

Commercial and 404,870 16 379423 15 151240 13 126,158 13 121,057 13
industrial

Total commercial 1,231,569 49 1206169 49 569359 50 522,190 53 472411 51
Residential 1,144,698 46  1,155.682 46 506,612 45 408401 41 382,678 42
Consumer 113,960 5 123,762 5 53093 5 59479 6 63935 7
Total loans 2,490,227 100 % 2,485,613 100 % 1,129,064 100 % 990,070 100 % 919,024 100 %

Allowance for loan

losses (13,866 ) (12,325 ) (10,419 )



