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PART I. FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

BAR HARBOR BANKSHARES AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
SEPTEMBER 30, 2008 AND DECEMBER 31, 2007
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(Dollars in thousands, except share data)

(unaudited)
September 30, December 31,
2008 2007
Assets
Cash and due from banks $ 9,287 $ 7,726
Overnight interest bearing money market
funds 3 5
Total cash and cash equivalents 9,290 7,731
Securities available for sale, at fair value 269,609 264,617
Federal Home Loan Bank stock 14,031 13,156
Loans 624,205 579,711
Allowance for loan losses (5,220) (4,743)
Loans, net of allowance for loan losses 618,985 574,968
Premises and equipment, net 10,421 10,795
Goodwill 3,158 3,158
Bank owned life insurance 6,521 6,340
Other assets 9,989 8,707
TOTAL ASSETS $942,004 $889,472
Liabilities
Deposits
Demand and other non-interest bearing
deposits $ 62,568 $ 65,161
NOW accounts 71,884 67,050
Savings and money market deposits 163,611 163,009
Time deposits 202,031 140,204
Brokered time deposits 78,069 103,692
Total deposits 578,163 539,116
Short-term borrowings 96,901 148,246
Long-term advances from Federal Home
Loan Bank 193,671 130,607
Junior subordinated debentures 5,000 -
Other liabilities 5,598 5,529
TOTAL LIABILITIES 879,333 823,498

Shareholders' equity
Capital stock, par value $2.00; authorized

10,000,000 shares;
issued 3,643,614 shares at September 30,
2008 and December 31, 2007 7,287 7,287
Surplus 4,863 4,668

Retained earnings 67,258 63,292
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Accumulated other comprehensive (loss)

income:
Unamortized net actuarial losses on employee benefit plans,
net of tax of ($60) and ($64),at September 30, 2008 and
December 31, 2007, respectively (117) (124)

Net unrealized (depreciation) appreciation on
securities available for sale,
net of tax of ($2,036) and $616, at
September 30, 2008 and
December 31, 2007, respectively (3,953) 1,196
Net unrealized appreciation on derivative
instruments,
net of tax of $183 and $24 at September
30, 2008 and
December 31, 2007, respectively 355 46
Total accumulated other comprehensive
(loss) income (3,715) 1,118
Less: cost of 728,373 and 640,951 shares of
treasury stock at
September 30, 2008 and December 31,

2007, respectively (13,022) (10,391)
TOTAL SHAREHOLDERS' EQUITY 62,671 65,974
TOTAL LIABILITIES AND

SHAREHOLDERS' EQUITY $942,004 $889,472

The accompanying notes are an integral part of these unaudited consolidated interim financial statements.

BAR HARBOR BANKSHARES AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME
FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2008 AND 2007
(Dollars in thousands, except share data)

(unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2008 2007 2008 2007
Interest and dividend income:
Interest and fees on loans $9412 $ 9,681 $28.310 $28.281
Interest and dividends on securities 4,103 3,685 11,800 10,051
Total interest and dividend income 13,515 13,366 40,110 38,332
Interest expense:
Deposits 3,551 4,207 11,465 12,084
Short-term borrowings 358 1,967 1,155 4,919
Long-term borrowings 2,478 1,279 7,538 4,538

Total interest expense 6,387 7,453 20,158 21,541
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Net interest income 7,128 5913 19,952 16,791
Provision for loan losses 860 214 1,669 247

Net interest income after provision for loan

losses 6,268 5,699 18,283 16,544

Noninterest income:

Trust and other financial services 639 564 1,917 1,747
Service charges on deposit accounts 459 454 1,226 1,242
Other service charges, commissions and

fees 64 57 171 162
Credit and debit card service charges and

fees 876 871 1,716 1,579
Net securities gains (losses) 89 231 604 (671)
Other operating income 97 86 571 240

Total non-interest income 2,224 2,263 6,205 4,299

Noninterest expense:

Salaries and employee benefits 2,592 2,386 7,933 6,885
Postretirement plan settlement - - - (832)
Occupancy expense 312 294 1,049 987
Furniture and equipment expense 357 396 1,220 1,284
Credit and debit card expenses 619 621 1,200 1,079
Other operating expense 1,232 1,099 3,932 3,743
Total non-interest expense 5,112 4,796 15,334 13,146
Income before income taxes 3,380 3,166 9,154 7,697
Income taxes 1,047 1,019 2,840 2,332
Net income $2,333 $2,147 $6,314 $ 5,365

Earnings Per Share:
Basic earnings per share $ 0.80 $ 0.71 $ 2.13 $ 1.76

Diluted earnings per share $ 0.78 $ 0.69 $ 2.09 $ 1.72

The accompanying notes are an integral part of these unaudited consolidated
interim financial statements.

BAR HARBOR BANKSHARES AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2008 AND 2007
(Dollars in thousands, except share data)

(unaudited)
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Accumulated
Other Total
Capital Retained Comprehensive Treasury Shareholders'
Stock  Surplus Earnings Income (Loss)  Stock Equity

Balance December 31, 2006 $7,287  $4,365 $59,339 $ (953) $(8,987) $61,051
Net income -— 5,365 -— -— 5,365
Total other comprehensive income - - 306 306
Cash dividends declared ($0.710
per share) (2,161) (2,161)
Purchase of treasury stock (36,947
shares) --- (1,152) (1,152)
Stock options exercised (18,216
shares),

including related tax effects 78 (233) 569 414
Recognition of stock option
expense 157 - - 157
Balance September 30, 2007 $7,287 $4,600 $62,310 $ (647) $(9,570)  $63,980
Balance December 31, 2007 $7,287  $4,668  $63,292 $1,118 $(10,391)  $65,974
Net income 6,314 -— 6,314
Total other comprehensive loss --- (4,833) (4,833)
Cash dividends declared ($0.760
per share) (2,250) (2,250)
Purchase of treasury stock (95,943
shares) --- (2,888) (2,888)
Stock options exercised (8,521
shares),

including related tax effects 27 (98) 257 186
Recognition of stock option
expense 168 - - 168
Balance September 30, 2008 $7,287 $4,863  $67,258 $(3,715) $(13,022) $62,671

The accompanying notes are an integral part of these unaudited consolidated
interim financial statements.

BAR HARBOR BANKSHARES AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2008 AND 2007
(Dollars in thousands)

(unaudited)
2008 2007
Cash flows from operating activities:
Net income $ 6,314 $ 5,365
Adjustments to reconcile net income to net cash provided by operating
activities:
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Depreciation and amortization of premises and equipment 750 919

Amortization of core deposit intangible 50 50

Provision for loan losses 1,669 247

Net securities (gains) losses (604) 671

Net (accretion) amortization of bond discounts and premiums (508) 132

Recognition of stock option expense 168 157

Postretirement plan settlement - (832)

Net change in other assets 1,198 93)

Net change in other liabilities 69 (763)

Net cash provided by operating activities 9,106 5,853
Cash flows from investing activities:

Purchases of securities available for sale (72,264) (117,581)

Proceeds from maturities, calls and principal paydowns of mortgage-backed
securities 39,518 31,559

Proceeds from sales of securities available for sale 21,065 54,513

Net increase in Federal Home Loan Bank stock (875) (983)

Net loans made to customers (45,769) (11,055)

Proceeds from sale of other real estate owned 340 -

Capital expenditures (376) (408)

Net cash used in investing activities (58,361) (43,955)
Cash flows from financing activities:

Net increase in deposits 39,047 30,543

Proceeds from issuance of junior subordinated debentures 5,000 -—

Net (decrease) increase in securities sold under repurchase agreements and fed
funds purchased (3,705) 7,545

Proceeds from Federal Home Loan Bank advances 91,980 79,000

Repayments of Federal Home Loan Bank advances (76,556) (84,578)

Purchases of treasury stock (2,888) (1,152)

Proceeds from stock option exercises, including excess tax benefits 186 414

Payments of dividends (2,250) (2,161)

Net cash provided by financing activities 50,814 29,611
Net increase (decrease) in cash and cash equivalents 1,559 (8,491)
Cash and cash equivalents at beginning of period 7,731 19,547
Cash and cash equivalents at end of period $ 9,290 $11,056

Supplemental disclosures of cash flow information:
Cash paid during the period for:



