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NewM | Bancorp, Inc. and Subsidiary
CONSOLI DATED BALANCE SHEETS
(dollars in thousands)

(unaudi t ed)

ASSFTS
Cash and due from banks
Federal funds sold
Total cash and cash equival ents
Securities:
Avai | abl e-for-sale at market
Hel d-to-maturity at anortized cost
(mar ket val ue: $33,726 and $36, 853)
Loans (net of allowance for
| oan | osses: $5,496 and $5,518)
O her real estate owned
Bank prem ses and equi pnent, net
Accrued i ncone
I ntangi bl e assets (net of accumrul ated
anortization: $571 and $82)
Deferred tax asset, net
O her assets

Total Assets

LLARIIITIFS and SHARFHO DFRS'
Deposits
Demand (non-interest bearing)
NOW account s
Money mar ket
Savi ngs and ot her
Certificates of deposit
Total deposits
Federal Honme Loan Bank advances
Repur chase Agreenents
Accrued interest and other liabilities
Total Liabilities

EQUTY

Commi t ments and conti ngenci es

Shar ehol ders' Equity

Common stock - $.50 per share par val ue
Aut hori zed - 20, 000, 000 shares
| ssued - 5,990,138 shares

Pai d-in capital

Ret ai ned ear ni ngs

Accunul at ed ot her conprehensive incone

Treasury stock, at cost - 1,499,378
and 1, 398, 963 shares

Tot al Sharehol ders' Equity

Total Liabilities and Sharehol ders' Equity

The acconpanyi ng notes are an integra

3

Sept enber 30,
2001
(unaudi t ed)

$ 20, 704
20,704
180, 204
32, 915

344, 590
92

6, 100
3, 853

9,114

2,625
$600.107

$ 39, 655
59, 919
116, 185
67,272

467, 790
68, 000
6,982

2,995
42,568
17, 213

4,041

(15, 625)

$600. 197

part of the consolidated financial

Decenber 31,
2000

$ 21,784

— 6,029
27,813

103, 221
37,177

332,544
150
6,491
3,499

9, 459
1,135
— 2,089

$523.578

$ 37,325
54,785
107, 131
65, 657

437, 793
27,500
4,591

2,995
42, 755
14, 447

755

(13, 435)

$523.578

st at enent s.



NewM | Bancorp, Inc. and Subsidiary
CONSOLI DATED STATEMENT OF | NCOVE

(in thousands except per share anobunts)

(unaudi t ed)

| NTEREST AND DI VI DEND | NCOVE

Interest and fees on | oans

Interest and di vidends on securities
Interest on federal funds sold

Total interest and dividend i ncone

| NTEREST EXPENSE
Deposits
Bor r owed f unds
Total interest expense

Net interest and dividend i nconme

PROVI SI ON FOR LOAN LOSSES
Net interest and dividend
i ncome after provision

for | oan | osses

NON- | NTEREST | NCOVE
Servi ce charges on deposit accounts
Gai ns on sal e of nortgage | oans, net
Gai ns on sale of OREO property
Loan servicing fees
Ot her
Total non-interest incone

NON- | NTEREST EXPENSE
Conpensati on
Cccupancy
Equi prent
Prof essi onal, collections & OREO
Mar ket i ng
Anortization of intangible assets
O her
Total non-interest expense
I ncone before inconme taxes
Provision for income taxes

NET | NCOVE
Per commpn share
Di | uted earnings

Basi ¢ ear ni ngs
Cash di vi dends

The acconpanyi ng notes are an integra

Three nont hs
ended
Sept enber 30

Ni ne nont hs
ended
Sept enber 30

2001 2000 2001 2000
$6, 661 $4,707 $20,321 $13, 466
2,723 2,399 7,652 6, 750
44 43 164 _102
9,428 _7,149 28,137 _20,318
3,633 3,044 11, 605 8, 136
479 497 1,265 1,372
_4,112 3,541 _ 12,870 __ 9,508
5, 316 3,608 15, 267 10, 810
- - - 25
5,316 _3,608 __ 15,267 _10,785
535 369 1,534 1,026
116 48 306 111
- 39 - 62
30 15 109 46
127y __ 92 ___ 332 ____ 269
— 808 __ 563 2,281 __ 1,514
1,917 1,429 5,425 3,977
320 245 964 759
317 241 978 740
175 78 502 287
102 90 293 276
163 - 489 -
— 832 __ 530 _ 2,270 __1,475
3,826 _2,613 _10,921 __ 7,514
2,298 1, 558 6, 627 4,785
822 518 2,378 1,634
$1.476 $1.040 $4.249 $ 3 151
$0. 32 $0. 28 $0.91 $0. 84
0.33 0.29 0. 95 0.87
0.11 0.10 0.33 0. 30

part of the consolidated financial statenents.
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NewM | Bancorp, Inc. and Subsidiary
CONSOLI DATED STATEMENTS OF CHANGES | N SHAREHOLDERS' EQUI TY
(dollars in thousands)
Accumul ated Tota
Trea- other conp- share-
Common St ock Pai d-in Ret ai ned sury rehensi ve hol ders

Bal ances at

Decenber 31, 1999 5, 990, 138 $2,995 $43,348 $11,811 $(23,415) $(1,602) $33,137
Net i nconme - - - 3, 151 - - 3, 151
Net unrealized

gai ns on

securities, net

of taxes - - - - - 1,093 __ 1,093
Tot al conprehensive

i ncone 4,244
Cash dividends paid - - - (1,084) - - (1, 084)
Proceeds from exerci se

of stock options - - (122) - 215 - 93
Tax benefit of

exerci se of

non-qual i fyi ng
opti ons - - 113 - - - 113
Commpn st ock

repur chased - - - - (626) - —_(626)

Bal ances at

Sept ember 30, 2000 5,990 138 $2.995 $43 339 $13.878 $(23.826) $ (500) $35 877
Bal ances at

Decenmber 31, 2000 5, 990, 138 $2,995 $42,755 $14,447 $(13,435) $ 755 $47,517
Net incone - - - 4,249 - - 4,249
Net unrealized gains

on securities, net

of taxes - - - - - 3, 286 3,286
Total conprehensive

i ncone __ 7,535
Cash di vidends paid - - - (1, 483) - - (1,483)
Proceeds from

exerci se of stock

options - - (146) - 280 - 134
Comon stock issued - - (61) - 850 - 789
Tax benefit of

exerci se of

non- qual i fyi ng
options - - 20 - - - 20
Common st ock

repur chased - - - - (3, 320) - (3, 320)
Bal ances at

Sept enber 30, 2001 5,990 138 $2. 995 $42 568 $17.213 $(15 625) $.4 041 $51_ 192

The acconpanyi ng notes are an integral part of the

5
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NewM | Bancorp, Inc. and Subsidiary
CONSOLI DATED STATEMENTS OF CASH FLOWS

(in thousands) (unaudited) Ni ne nmont hs ended
Sept enber 30,
Operating Activities 2000
Net income $ 4,249 $ 3,151
Adj ustnents to reconcil e net incone
to net cash provided by operating activities:
Provision for |oan | osses - 25
Provision for depreciation and anortization 722 594
Anortization of intangible assets 489 -
Anortization and accretion of securities
prem unms and di scounts, net (25) (29)
Gai ns on sal es of |oans, net (306) (110)
Gai n on sale of OREO - (62)
Loans originated for sale (17,777) (5, 633)
Proceeds from sal es of |oans originated for sale 18, 083 5,743
Deferred incone tax (benefit) provision 125 (25)
I ncrease in accrued interest incone (384) (605)
(Decrease) increase in accrued interest expense
and other liabilities (587) 1, 357
Increase in other assets, net (690) (1,130)
Net cash provi ded by operating activities 3,276
I nvesting Activities
Purchases of securities available-for-sale (30, 100) (23, 682)
Purchases of nortgage backed securities
avail abl e-for-sal e (54, 279) (19, 506)
Proceeds from maturities and principal
repaynents of securities 1, 816 10, 245
Principal collected on nortgage backed securities 14, 846 1, 659
Loan advances, net (11, 988) (15, 100)
Payments to i nprove OREO - (3)
Proceeds from sal es of OREO - 463
Purchases of Bank preni ses
and equi pnent, net (331) (588)
Net cash used by investing activities (80, 036) (46,512)
Fi nanci ng Activities
Net increase in deposits 29, 998 31, 876
Net increase in repurchase agreenents 2,390 3,258
FHLB advances, net 40, 500 25, 745
Common St ock repurchased (3,320) (626)
Proceeds from Conmon St ock reissued 789 -
Cash dividends paid (1, 483) (1,084)
Tax benefit from excercise of stock options 20 113
Proceeds from exercise of stock options 134 93
Net cash provided by financing activities 69, 028 59, 375
(Decrease) increase in cash and cash equival ents (7,109) 16, 139
Cash and federal funds sold, beginning of period 27,813 /, 925
Cash and federal funds sold, end of period $20._704 $24. 064
Cash paid during period
Interest to depositors $11, 681 $ 8,009
I nterest on borrow ngs 1, 297 1, 328
I ncone taxes 1, 890 1, 356
Non-cash transfers
From Loans to COREO - 336
From OREO to Loans 59 -
Fi nanced Portion of OREO sale - 218

The acconpanyi ng notes are an integral part of the consolidated financial
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NEVWM L BANCORP, | NC. and SUBSI DI ARY
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS
(unaudi t ed)

NOTE 1 - BASI S OF PRESENTATI ON

The interimconsolidated financial statements of NewM | Bancorp, Inc. ("NewMI")

i ncl ude those of NewM | and its wholly-owned subsidiary, NewM | Bank (the "Bank").
Certain prior period anounts in the statenent of incone and bal ance sheets have been
reclassified to conformwith the current financial presentation. In the opinion of
managenent, the interimunaudited consolidated financial statements include al

adj ustments (consisting of normal recurring adjustnments) necessary to present fairly
the financial position of NewM| and the statements of income and sharehol ders' equity
and cash flows for the interim periods presented.

The financial statements have been prepared in accordance with generally accepted
accounting principles. In preparing the financial statenments, nmanagenent is required
to make extensive use of estimates and assunptions that affect the reported anounts of
assets and liabilities as of the date of the balance sheet, and revenues and expenses
for the period. Actual results could differ significantly fromthose estinmates.
Material estimates that are particularly susceptible to significant change in the near
termrelate to the determ nation of the allowance for |oan | osses and the val uati on of
real estate acquired in connection with foreclosures or in satisfaction of loans. In
connection with the determ nation of the allowance for |oan | osses and val uati on of
real estate, nmanagenent obtains independent appraisals for significant properties.

Certain financial information which is normally included in financial statenents
prepared in accordance with generally accepted accounting principles, but which is not
required for interimreporting purposes, has been condensed or omtted. Operating
results for the nine nonth period ended September 30, 2001 are not necessarily

i ndi cative of the results that may be expected for the year ending Decenmber 31, 2001
The acconpanyi ng condensed financial statenments should be read in conjunction with the
financial statenments and notes thereto included in NewM|'s Annual Report for the

peri od ended Decenber 31, 2000.

New Accounting Pronouncenents

In June 2001 the Financial Accounting Standards Board approved Statenments of Financial
Accounting Standards No. 141 "Busi ness Conbi nations" ("SFAS 141") and No. 142 "Goodwi ||
and Ot her Intangi ble Assets" (SFAS 142") which are effective July 1, 2001 and January
1, 2002, respectively for NewM|. SFAS 141 requires that the purchase nethod of
accounting be used for all business conbinations initiated after June 30, 2001. Under

SFAS 142, anortization of goodwill, including goodwi Il recorded in past business
conmbi nations, will be discontinued upon adoption of this standard. |In addition
goodwi I | recorded as a result of business conbinations conpl eted during the six-nonth

peri od endi ng Decenber 31, 2001 will not be anmortized. Al goodwi Il and intangible
assets will be tested for inmpairment in accordance with the provisions of the
Statenment. Upon adoption of SFAS 141 and 142, NewM | has determned that it will not
have to anortize approxi mately $82, 000 each quarter for goodw || and does not
anticipate having to record any inmpairment charges.



NOTE 2 - SECURI TI ES

Securities classified available-for-sale (carried at fair value) were as follows:

(dollars in thousands)

Sept enber 30, 2001
US Gover nnment Agency notes
After 1 but within 5 years
Cor por at e bonds
After 1 but within 5 years
Mort gage backed securities
Col | ateralized nortgage
obl i gations
Total debt securities
Federal Home Loan Bank stock
and other equity securities
Total securities
avail abl e-for-sale

December 31, 2000
US Gover nment Agency notes
After 1 but within 5 years
Cor por at e bonds
After 1 but within 5 years
Mort gage backed securities
Col | ateralized nortgage
obl i gations
Total debt securities
Federal Honme Loan Bank stock
and other equity securities
Total securities
avail abl e-for-sal e

Esti mat ed
fair
val ue

$ 10, 475
39, 086

110, 796

176, 455

$ 10, 294

22,718
65, 525

— 1,157
99, 694

—3.9527
$103.221

G oss

unrealized Anprti zed
gains Losses cost
$ 630 $ - $ 9,845
2,287 - 36, 799
2,964 - 107, 832
336 - _15,762
6, 217 - 170, 238
1 - 3,748
$6.218 $ - $173 986
$ 481 $ - $ 9,813
488 - 22,230
927 489 65, 087

- - 160 ___ 1,317
1,896 649 98, 447
- - 3. 527
$1.896 $ 649 $101 974

Securities classified held-to-maturity (carried at anortized cost)

(dollars in thousands)

Sept enber 30, 2001
Muni ci pal Bonds
After 1 but within 5 years
After 10 years
Mort gage backed securities
Col | ateralized nortgage
obl i gations
Total securities
held-to-maturity

Decenmber 31, 2000
Muni ci pal Bonds
After 1 but within 5 years
After 10 years
Mort gage backed securities
Col | ateral i zed nortgage
obl i gati ons
Total securities
hel d-to-maturity

Gross Esti mat ed

Anortized unrealized fair
cost(a) gains Losses val ue
$ 500 $ - $ 2 $ 498
10, 539 49 127 10, 461
15, 998 795 - 16, 793
_ 5,878 96 - 5,974
$32.915 £ 940 $ 129 $33 726
$ 250 $ - $ 2 $ 248
10, 545 - 398 10, 147
19, 307 296 - 19, 603
_ 7,075 2 _ 222 __6,855
$37 177 $ 298 £ 622 $36.853

were as foll ows:




(a) Securities transferred from avail able-for-sale are carried at estimted fair
val ue as of the transfer date and adjusted for subsequent anortization.

At Septermber 30, 2001 securities with a carrying value and market val ue of $1,491, 000
and $1,511, 000, respectively, were pledged as collateral against public funds, and
securities with a carrying value and market value of $19, 006,000 and $19, 692, 000,
respectively, were pledged as collateral agai nst repurchase agreenents. Al so,
securities with a carrying value and market val ue of $10,170, 000 and $10, 044, 000,
respectively, were pledged as collateral for Treasury, tax and | oan paynments as well as
possi bl e Federal Reserve di scount wi ndow borrow ngs.

NOTE 3 - LOANS
Maj or classifications of |oans are as foll ows:

Sept enber 30, Decenber 31

(in thousands) 2001 2000
Real estate nortgages:
One-four famly residenti al $186, 525 $187, 755
Five or nore fanmily residential 16, 078 19, 759
Commer ci al 80, 407 63, 089
Land 3,097 3,423
Commer ci al and industri al 32, 687 36, 390
Home equity lines of credit 28, 237 24,121
Instal l mrent and ot her 3,401 3,868
Total | oans, gross 350, 432 338, 405
Deferred | oan origination fees
and purchase prem um net (346) (343)
Al | owance for |oan |osses _(5,496) —(5,518)
Total |oans, net $344 500 $332 544
| mpai red | oans
W th val uation allowance $ 97 $500
Wth no val uation all owance 428 224
Total inpaired |oans $525 $724
Val uation al |l owance $ 4 $238

NewM | s | oans consist primarily of residential and commercial real estate |oans

| ocated principally in western Connecticut, NewM|'s service area. NewM | offers a
broad range of |oans and credit facilities to borrowers in its service area, including
residential nortgage | oans, commercial real estate |oans, construction |oans, working
capital loans and a variety of consunmer |oans, including hone equity lines of credit,

i nstall ment and collateral |oans. All residential and comercial nortgage | oans are
collateralized by first or second nortgages on real estate. The ability and

wi I lingness of borrowers to satisfy their |oan obligations is dependent in |arge part
upon the status of the regional econonmy and regional real estate market. Accordingly,
the ultimte collectability of a substantial portion of NewMI|'s |oan portfolio and the
recovery of a substantial portion of OREO is susceptible to changes in market

condi tions.

Changes in the allowance for |oan | osses during the nine nonth periods ended Septenber
30, are as follows:

(in thousands) 2001 2000
Bal ance, begi nning of period $5, 518 $5, 029
Provi sion for |osses - 25
Charge-offs (72) (155)
Recoveri es 49 83
Bal ance, end of period $5.496 $4.082



NOTE 4 - NON- PERFORM NG ASSETS

The conponents of non-performnming assets are as foll ows:

Sept 30, Decenber 31

(in thousands) 2001 2000
Non- accrual | oans $1, 332 $1, 240
Accrui ng | oans past due

90 days or nore 386 351
Accruing troubl ed debt

restructured | oans - -
Total non-perform ng | oans 1,718 1,591
Ot her real estate owned 92 — 150

Total non-performng assets $1.810 $1. 741

O her real estate owned (OREO) includes collateral acquired through foreclosure,
forgi veness of debt or otherwise in |ieu of debt.

NOTE 5 - EARNI NGS PER SHARE

Basi ¢ earnings per share is computed using the weighted-average nunmber of common shares
outstanding during the year. The computation of diluted earnings per share is simlar
to the computation of basic earnings per share except the denonminator is increased to

i nclude the nunmber of additional comon shares that woul d have been outstanding if
dilutive potential common shares had been issued. Shares used in the conmputations are
as follows:

Three nont hs Ni ne nont hs

ended ended
Sept enber 30, Sept enber 30,
(i n thousands) 2001 _2000 ~2001  _2000
Basi ¢ 4,460 3,611 4,490 3,613
Effect of dilutive stock options 185 150 164 149
Di | uted 4.645 3. 761 4.654 3. 762

NOTE 6 - COVPREHENSI VE | NCOVE

The conponents of conprehensive income are as foll ows:

Three nont hs Ni ne nont hs
ended ended
Sept enber 30, Sept enber 30,
(in thousands) 2001 2000 2001 2000
Conpr ehensi ve i ncone

Net incone $1,476 $1, 040 $4,249  $3, 151
Net unrealized gains on

securities during period _2.673 ___ 853 3,286 _1,093

Conpr ehensi ve i ncome $4_149 $1.893 $7 535 $4.244

The conponents of other conprehensive income, and related tax effects are as foll ows:
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(i n thousands) Bef or e Tax Net of
t ax (expense) t ax
ampunt  benefit amount

Three nonths ended Septenber 30, 2001
Net unrealized gains on securities

avai |l abl e-for-sale arising

during the period $4, 046 $(1,377) $2, 669
Accretion of unrealized | oss on
securities transferred from

avail abl e-for-sale to held-to-maturity 5 (1) 4
Net unrealized gains on
securities during period $4.051 $(1 378) $2 673

Three nont hs ended Sept enber 30, 2000
Net unrealized | osses on securities

avail abl e-for-sale arising

during the period $1, 289 $(439) $ 850
Accretion of unrealized | oss on

securities transferred from

avail abl e-for-sale to held-to-maturity 5 _(2) 3
Net unrealized | osses on
securities during period $1.294 $0441) $ 853

Ni ne nmont hs ended Septenber 30, 2001
Net unrealized gains on securities

avail abl e-for-sale arising

during the period $4, 972 $(1,691) $3, 281
Accretion of unrealized | oss on

securities transferred from

avail abl e-for-sale to held-to-maturity 8 (3) 5
Net unrealized gains on
securities during period $4.980 $(1.694) $3.286

Ni ne nmont hs ended Septenber 30, 2000
Net unrealized | osses on securities

avail abl e-for-sale arising

during the period $1, 640 $(559) $1, 081
Accretion of unrealized | oss on

securities transferred from

avail abl e-for-sale to held-to-maturity 19 _(7) 12
Net unrealized | osses on
securities during period $1.659 $(5686) $1.003

NOTE 7 - SHAREHOLDERS' EQUITY

NewM | and the Bank are subject to various regulatory capital requirenments adm nistered

by the federal banking agencies. The Bank was classified at its npst recent
notification as "well capitalized'. NewM| and the Bank's regulatory capital ratios at
Sept enber 30, 2001 are as foll ows:
NewM | Bank
Leverage ratio 6. 95% 6. 94%
Tier | risk-based ratio 11.01% 11. 02%
Total risk-based ratio 12. 26% 12.27%

NewM |'s ability to pay dividends is dependent on the Bank's ability to pay dividends
to NewM|. There are certain restrictions on the payment of dividends and ot her
payments by the Bank to NewM |. Under Connecticut |aw the Bank is prohibited from
declaring a cash dividend on its common stock except fromits net earnings for the
current year and retained net profits for the preceding two years. In sonme instances,
further restrictions on dividends may be i nmposed on NewM | by the Federal Reserve Bank
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NewM | Bancorp, Inc. and Subsidiary
MANAGEMENT' S DI SCUSSI ON AND ANALYSI' S OF FI NANCI AL
CONDI TI ON AND RESULTS OF OPERATI ONS

Managenent's di scussi on and anal ysis of financial condition and results of operations
of NewM | and its subsidiary should be read in conjunction with NewM |'s Annual Report
on Form 10-K for the period ended December 31, 2000.

BUSI NESS

NewM | Bancorp, Inc. ("NewM|"), a Delaware corporation, is a bank hol di ng conpany for
NewM | Bank ("Bank"), a Connecticut-chartered and Federal Deposit |nsurance Corporation
(the "FDIC") insured savings bank headquartered in New M| ford, Connecticut. NewMI's
princi pal business consists of the business of the Bank. The Bank is engaged in
customary banking activities, including general deposit taking and |lending activities
to both retail and comercial markets, and conducts its business from eighteen full-
service offices in Litchfield, Fairfield and New Haven Counti es and one speci al needs
office in New Haven County. NewM | and the Bank were formed in 1987 and 1858
respectively.

On Novenber 9, 2000, NewM | acquired Nutmeg Federal Savings and Loan Associ ation
("Nutneg") for a total purchase price of $20.3 nillion, in consideration for which
NewM | paid $10.3 mllion in cash and issued 1.0 nmillion shares of commpbn stock. Based
on the ternms of the agreenent, Nutnmeg sharehol ders received $8.38 per conmon share and
$14.67 per preferred share, including a net gain (after expenses and taxes payable) on
Nut meg's sale of certain loan servicing rights. Nutneg was a federally chartered

savi ngs and | oan associ ati on headquartered in Danbury, Connecticut, with $109.1 mllion
in assets and $84.7 million in deposits with four branch locations, including two in
Danbury, one in Bethel and one in Ridgefield, Connecticut.

RESULTS OF OPERATI ONS
For the three nonth periods ended Septenber 30, 2001 and 2000

vervi ew

NewM | earned net income of $1,476,000, or 32 cents per share (diluted), for the
quarter ended Septenber 30, 2001 as conpared with $1, 040,000, or 28 cents per share
(diluted), for the quarter ended Septenber 30, 2000.

Lysi E , | dividend i

Net interest and dividend income increased $1, 708,000, or 47.4% for the quarter ended
Septenber 30, 2001 as conpared with the prior year period. This increase resulted from
a $148.2 mllion increase in average earning assets, as well as a 22 basis point
increase in the net interest margin. The increase in earning assets is due to both the
Nut meg acqui sition and internal growh. The increase in the net interest nargin, to
4.04% from 3.82% is due nostly to the effects of |ower market interest rates and their
i mpact on asset/liability repricing during 2001 as conpared with 2000 and to changes in
deposit pricing and bal ance sheet mix. NewM| was able to reprice quickly its deposit
base to offset the effects of |ower market interest rates by reducing rates on deposits
during the period. The following table sets forth the conmponents of NewM|'s net
interest incone and yields on average interest-earning assets and interest-bearing
funds.
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Three nont hs ended Septenmber 30, 2001 Aver age I ncone/ Aver age
(dollars in thousands) bal ance yield/rate
Loans(a) $350, 032 $6, 661 7.61%
Mort gage backed securities(b) 88, 026 1, 459 6. 63
O her securities(b)(c) 88,280 -1,308 5.93
Total earning assets 526, 338 9,428 7.17
Ot her assets — 39,972
Total assets $566.310
NOW account s $ 60, 236 171 1. 14
Money narket accounts 116, 271 836 2.88
Savi ngs & ot her 66, 864 369 2.21
Certificates of deposit _181, 451 2,257 4.98
Total interest-bearing deposits 424,822 3,633 3.42
Bor r owi ngs 46, 130 479 4.15
Total interest-bearing funds 470, 952 4,112 3.49
Demand deposits 40, 682
O her liabilities 5,639
Shar ehol ders' equity 49, 037
Total liabilities and sharehol ders' equity $566._310
Net interest income $5.316
Spread on interest-bearing funds 3.68
Net interest margin (d) 4. 04
Three nonths ended Sept enber 30, 2000 Aver age I ncome/ Aver age
(dollars in thousands) bal ance i
Loans (a) $230, 827 $4, 707 8. 16%
Mort gage backed securities (b) 89, 982 1, 509 6.71
O her securities (b)(c) 57,323 933 6.51
Total earning assets 378, 132 _7,149 7.56
Ot her assets 14,644
Total assets $392 776
NOW account s $ 40,723 116 1.14
Money narket accounts 84, 454 824 3.90
Savi ngs & ot her 46, 893 286 2.44
Certificates of deposit ~131,836 -1,818 5.52
Total interest-bearing deposits 303, 906 3,044 4.01
Bor r owi ngs —30,707 497 6. 47
Total interest-bearing funds 334,613 3,541 4.23
Demand deposits 20, 984
O her liabilities 2,427
Shar ehol ders' equity 34, 752
Total liabilities and sharehol ders' equity $392 776
Net interest income $3.608
Spread on interest-bearing funds 3.33
Net interest margin (d) 3.82
(a) I ncl udes non-accrual | oans.
(b) Aver age bal ances of investnents are based upon historical cost.
(c) I ncludes interest-bearing deposits in other banks and federal funds sold.
(d) Net interest inconme divided by average interest-earning assets.
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The following table sets forth the changes in interest due to volune and rate.

Three nonths ended Sept enber 30, 2001 versus 2000
(dollars in thousands) Change in interest due to

Volune @~ Rate  Mol/rate = DNet
I nterest-earning assets:

Loans $2, 431 $ (314) $ (163) $1, 954
Mort gage backed securities (33) (18) - (51)
Ot her securities 504 (83) (45) 376
Tot al 2,902 (415) (208) 2,279
Interest-bearing liabilities:
Deposits 1,211 (445) (177) 589
Bor r owi ngs 250 (178) (90) (18)
Tot al -1,461 —(623) (267) 571
Net change to interest income $1.4471 $ 208 $ 590 $1.708
Interest income

Total interest and dividend incone increased $2,279,000, or 31.9% for the quarter
ended Septenber 30, 2001 as conpared with the sane period a year ago. Loan incone

i ncreased $1, 954,000, or 41.5% as a result of higher average |oan bal ances offset
slightly by a | ower average yield. Average |loans increased $119.2 nillion, or 51.6%
due to internal gromh and the Nutnmeg acquisition. The decrease in the average | oan
yi el d, down 55 basis points, was due to |ower market interest rates throughout 2001
and to changes in portfolio m x. Investnent income increased $325,000, or 13.3% as a
result of higher average vol unme offset somewhat by | ower average yields. Average
securities increased $29.0 mllion, or 19.7% The decrease in average investment yield,
down 35 basis points, was due to |lower rates on new securities added during 2001, and
to changes in portfolio mx

Interest expense
I nterest expense for the quarter ended Septenber 30, 2001 increased $571, 000, or 16.1%

as conpared with the same period a year ago as a result of the Nutnmeg acquisition

i nternal deposit growth and hi gher average borrow ngs. Deposit expense increased

$589, 000, or 19.4% as a result higher deposit volume and deposit m x. Average

i nterest-bearing deposits increased $120.9 million, or 39.8% The average cost of

i nterest-bearing deposits declined when conpared to the prior period, decreasing

59 basis points to 3.42% The decline in interest costs was attributable to the | ower
deposit rates paid during the 2001 period. Interest expense on borrow ngs decreased
$18, 000, or 3.6% as a result of a |lower borrow ng cost during the period, down 232
basis points, offset by an increase of $15.4 mllion in average borrow ngs.

. | ALl E I I
NewM | made no provision for | oan |osses during the quarter ending Septenber 30, 2001
Al so, no provision was made during the prior year quarter. During the past year the
al l owance for | oan | osses has benefited fromcontinued | ow | evel s of non-perform ng

| oans and | ow charge-offs, offset in-part by nodest |oan portfolio growth. These
factors have enabled the Bank to reduce its provision for |oan | osses while maintaining
reserve adequacy. The following table sets forth key ratios for the periods presented.

Sept. 30, Decenber 31, Sept. 30,

2001 2000 2000
Rati o of allowance for |oan |osses:
to non-performng | oans 319. 9% 346. 8% 640. 4%
to total gross |oans 1.57 1.63 2.13
Rati o of non-perform ng | oans
to total |oans 0.5 0.5 0.3

Si nce Decenmber 2000, non-perform ng | oans increased $127,000 or 8.0% while gross | oans
increased $12.0 mllion, or 3.6% NewM | renmains adequately reserved both agai nst
total |oans and non-performng |oans. For a discussion on |loan quality see "Non-
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Perform ng Assets".

The Bank deternmines its all owance and provisions for |oan | osses based upon a detail ed
eval uation of the loan portfolio through a process which considers nunerous factors,

i ncluding estimated credit | osses based upon internal and external portfolio reviews,
del i nquency levels and trends, estimates of the current value of underlying collateral
concentrations, portfolio volune and m x, changes in |ending policy, historical |oan

| oss experience, current econom c conditions and examni nations performed by regul atory
authorities. Deternmning the level of the allowance at any given period is difficult,
particularly during deteriorating or uncertain econonm c periods. Management nust nake
estimates using assunptions and information, which is often subjective and changi ng
rapidly. The review of the |oan portfolio is a continuing event in the light of a
changi ng econony and the dynam cs of the banking and regulatory environment. In
managenment's judgment, the all owance for |oan | osses at Septenber 30, 2001 is adequate.
Shoul d the economic climte deteriorate, borrowers could experience difficulty and the
| evel of non-performng | oans, charge-offs and delinquencies could rise and require

i ncreased provisions. In addition, various regul atory agencies, as an integral part of
their exam nation process, periodically review the Bank's allowance for |oan | osses.
Such agencies could require the Bank to recognize additions to the all owance based on
their judgnents of information available to themat the tine of their exam nation. The
Bank was | ast exam ned by its banking regulators in February 2001 and no additions to
the all owance were requested as a result of this exam nation

The all owance for | oan |osses is reviewed and approved by the Bank's Board of Directors
on a quarterly basis. The allowance for |oan | osses is conmputed by taking the
portfolio and segregating it into various risk rating categories. Sone |oans have been
further segregated and carry specific reserve anounts. All other |oans that do not
have specific reserves assigned are reserved based on a | oss percentage assigned to the
out standi ng bal ance. The percentage applied to the outstandi ng bal ance varies
depending on the risk rating.

r .
The following table details the principal categories of non-interest income.
(i n thousands) 2001 2000 Change
Servi ce charges on
deposit accounts $ 535 $ 369 $ 166 45.0%
Gai ns on sal es of nortgage
| oans, net 116 48 68 141.7
Gain on sale of OREO - 39 (39) (100.0)
Loan servicing 30 15 15 100.0
O her 127 92 35 38.0
Total non-interest incone $ 808 $ 563 $§ 245 43.5

The increase in non-interest incone results primarily fromincreased custonmer service
fee income, due to the increase in the nunmber of deposit accounts during the 2001
period as conpared with the 2000 period, due to both the Nutmeg acquisition and
internal deposit growth during the period. The increase in gains on sales of
residential nortgage | oans resulted from higher |oan sales volune, $7.1 mllion in 2001
conpared to $2.9 nmillion in 2000. Secondary market |oan sales are generally pre-
arranged on a | oan-by-loan basis prior to origination and |oans are sold with servicing
rights released. The increase in |loan servicing fees resulted fromthe addition of a

| oan-servicing portfolio with the Nutmeg acquisition.
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The following table details the principal categories of operating expenses.

(i n thousands) 2001 2000 Change
Conpensati on $1, 917 $1, 429 $ 488 34.2%
Cccupancy 320 245 75 30.6
Equi prent 317 241 76 31.5
Pr of essi onal 175 78 97 124.4
Mar ket i ng 102 90 12 13.3
Anortization of intangible assets 163 - 163 100.0
O her 832 530 302 57.0
Total operating expenses $3.826 $2.613 $1.213 46.4

The increase in conpensati on expense for the quarter ended Septenber 30, 2001 as
conpared with the prior year period was due primarily to additional staffing, including
the Nutmeg acquisition, and year-over-year salary increases of approximately 4.5% The
i ncrease in occupancy and equi pnent expense results fromthe additional Nutmeg branch

| ocations, related increases in equi pment naintenance and depreci ati on expense and the
i mpl enentation of the Bank's internet banking product in May 2000. Professional fees

i ncreased during the 2001 period due to consultants engaged for expense control and

sal ary anal ysis, higher legal collection costs, offset by OREO property sal e gains
during the 2000 period. Marketing expense increased primarily as a result of increased
advertising costs as a result of the new market areas acquired in the Nutmeg
acquisition. The anortization of intangible assets relates to the Nutneg acquisition,
accounted for as a purchase transaction. Changes in other operating expense al so
reflect the Nutneg acquisition and other internal asset grow h.

Inconme taxes

Net income for the quarter included an income tax provision of $822,000, representing a
35.8% effective rate, as conpared with a provision of $518,000 a year ago, representing
a 33.2% effective rate. The primary difference between NewM |'s effective tax rate and
t he Federal corporate tax rate of 34%is attributable to the anortizati on of goodw I
and core deposit intangible during the 2001 period, which is not deductible for tax

pur poses.

RESULTS OF OPERATI ONS
For the nine nmonth periods ended Septenber 30, 2001 and 2000

Qvervi ew

NewM | earned net income of $4,249,000, or 91 cents per share (diluted), for the year
ended Septenber 30, 2001 as conpared with $3,151, 000, or 84 cents per share (diluted),
for the year ended Septenber 30, 2000.

Lysi E , | dividend i

Net interest and dividend i ncome increased $7,820,000, or 38.5% for the nine nonths
endi ng Septenmber 30, 2001 as conpared with the prior year period. This increase
resulted froma $142.8 mllion increase in average earning assets and by a 5 basis
point increase in the net interest margin. The increase in earning assets is due to
both the Nutmeg acquisition and internal growth. The increase in the net interest
margin, to 4.01%from 3.96% is due nostly to the effects of |ower narket interest
rates and their inpact on asset/liability re-pricing during 2001 as conmpared with 2000
and to changes in deposit pricing and bal ance sheet mx. The follow ng table sets
forth the conponents of NewM|'s net interest incone and yields on average interest-
earning assets and interest-bearing funds.
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Ni ne nmont hs ended Septenmber 30, 2001 Aver age I ncone/ Aver age
(dollars in thousands) bal ance expense yield/rate
Loans(a) $343, 616 $20, 321 7.89%
Mort gage backed securities(b) 85, 246 4,250 6. 65
O her securities(b)(c) __78,165 3,566 6.08
Total earning assets 507, 027 _28,137 7.40
Ot her assets — 37,338
Total assets $544 364
NOW account s $ 56,722 480 1.13
Money narket accounts 116, 156 2, 880 3.31
Savi ngs & ot her 65, 594 1,161 2.36
Certificates of deposit _178,079 7,084 5.30
Total interest-bearing deposits 416, 551 11, 605 3.72
Bor r owi ngs _ 36,402 1,265 4.63
Total interest-bearing funds 452, 953 12,870 3.79
Demand deposits 37,635
O her liabilities 5,371
Shar ehol ders' equity 48, 405
Total liabilities and sharehol ders' equity $544 364
Net interest income $15 267
Spread on interest-bearing funds 3.61
Net interest margin (d) 4.01
Ni ne nont hs ended Septenber 30, 2000 Aver age I ncome/ Aver age
(dollars in thousands) bal ance  expense i
Loans (a) $224, 495 $13, 466 8. 00%
Mort gage backed securities (b) 89, 318 4,466 6. 67
Ot her securities (b)(c) _ 50,365 _ 2,386 6. 32
Total earning assets 364, 178 _20,318 7.44
Ot her assets 12,739
Total assets $376. 917
NOW account s $ 40, 157 341 1.13
Money narket accounts 75, 275 1, 948 3.45
Savi ngs & ot her 48, 318 875 2.42
Certificates of deposit -128,125 4,972 5.17
Total interest-bearing deposits 291, 875 8,136 3.72
Bor r owi ngs 29, 248 1,372 6. 26
Total interest-bearing funds 321, 123 9,508 3.95
Demand deposits 19, 909
O her liabilities 2,215
Shar ehol ders' equity 33,670
Total liabilities and sharehol ders' equity $376. 917
Net interest income $10.810
Spread on interest-bearing funds 3.49
Net interest margin (d) 3.96
(a) I ncl udes non-accrual | oans.
(b) Aver age bal ances of investnents are based upon historical cost.
(c) I ncludes interest-bearing deposits in other banks and federal funds sold.
(d) Net interest inconme divided by average interest-earning assets.
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The following table sets forth the changes in interest due to volune and rate.

Ni ne nont hs ended Septenber 30, 2001 versus 2000
(dollars in thousands) Change in interest due to

Vol une Rate Vol/rate Net
I nterest-earning assets:

Loans $7, 145 $ (190) $ (100) $6, 855
Mort gage backed securities (204) (13) - (217)
O her securities 1,317 (88) (48) 1,181
Tot al 8, 258 (291) (148) 7,819
Interest-bearing liabilities:
Deposits 3,475 (4) (2) 3,469
Bor r owi ngs __ 336 _ (356) (87) (107)
Tot al _3.811  _(360) __(89) _3.362
Net change to interest income $4.447 $ 69 $_(59) $4. 457
Interest income

Total net interest income increased $4,457,000, or 41.2% for the year ended Septenber
30, 2001 as conpared with the same period a year ago. Loan incone increased

$6, 855, 000, or 50.9% as a result of higher average |oan bal ances offset by a | ower
average yield. Average |loans increased $119.1 nmillion, or 53.1% due to interna
growt h and the Nutneg acquisition. The decrease in the average |oan yield, down 11
basis points, was due to | ower market interest rates throughout 2001, and to changes in
portfolio m x. Investment income increased $964,000, or 14.1% as a result of higher
average volunme offset somewhat by | ower average yields. Average securities increased
$23.7 million, or 17.0% The decrease in average investnent yield, down 16 basis

poi nts, was due to | ower rates on new securities added during 2001, and to changes in
portfolio mx.

Interest expense
I nterest expense for the nine nonths ended Septenber 30, 2001 increased $3, 362, 000, or

35.4, as conmpared with the same period a year ago as a result of the Nutnmeg acquisition
and i nternal deposit growth, higher average borrow ngs, and higher interest rates on
CD s. Deposit expense increased $3, 469,000, or 42.6% as a result higher deposit volune
and changes in deposit mix. Average interest-bearing deposits increased $124.7
mllion, or 42.7% The average cost of interest-bearing deposits remained stable at
3.72% while certificate of deposit costs increased 13 basis points offset by | ower
costing nmoney market, savings rates and to a | esser degree NOW accounts. |Interest
expense on borrow ngs decreased $107,000, or 7.8% as a result of |ower borrow ng
rates, down 163 basis points, offset by an increase of $7.2 nillion in average

borrow ngs.

Provision and Allowance for loan | osses

NewM | made no provision for | oan | osses during the year endi ng Septenber 30, 2001 and
a $25,000 provision in the prior year period. During the past year the all owance for

| oan | osses has benefited froman inprovenment in loan quality, offset in-part by nodest
| oan portfolio gromh. These factors have enabled the Bank to reduce its provision for

| oan | osses while maintaining reserve adequacy. For a detailed discussion of the Bank's
al l owance for |loan | osses refer to "Results of Operations - For the three nonth periods
ended Septenber 30, 2001 and 2000" above.
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The following table details the principal categories of non-interest inconme for the
ni ne nonth peri ods.

(i n thousands) 2001 2000 Change
Servi ce charges on

deposit accounts $1, 534 $1, 026 $ 508 49.5%
Gai ns on sal es of nortgage

| oans, net 306 111 195 175.7
Gai n on sale of OREO - 62 (62) (100.0)
Loan servicing 109 46 63 137.0
O her 332 269 63 23.4

Total non-interest income $2.281 $1.514 $ 767 50.7

The increase in non-interest incone results primarily fromincreased custonmer service
fee incone due to the increase in the nunmber of deposit accounts during the 2001 period
as conpared with the 2000 period, as a result of both the Nutmeg acquisition and

i nternal deposit growth during the period. The increase in gains on sales of
residential nortgage | oans resulted from higher |oan sales volune, $17.8 mllion in
2001 conpared to $5.7 mllion in 2000. Secondary market |oan sales are generally pre-
arranged on a loan by |loan basis prior to origination and |oans are sold with servicing
rights released. The increase in |loan servicing fees resulted fromthe addition of a

| oan servicing portfolio with the Nutmeg acquisition

The followi ng table details the principal categories of operating expenses for the
ni ne-nont h peri od.

(i n thousands) 2001 2000 Change
Conpensati on $ 5,425 $3, 977 $1, 448 36.4%
Cccupancy 964 759 205 27.0
Equi prent 978 740 238 32.2
Pr of essi onal 502 287 215 74.9
Mar ket i ng 293 276 17 6.2
Anortization of intangible assets 489 - 489 100.0
O her 2,270 1,475 795 53.9
Total operating expenses $10.0921 $7.514 $3.407 44.8

The increase in conpensati on expense for the nine nonths ended Septenber 30, 2001 as
conpared with the prior year period was due primarily to additional staffing, including
the Nutmeg acquisition, and year-over-year salary increases of approximately 4.5% The
i ncrease in occupancy and equi pnment expense results fromthe additional Nutmeg branch

| ocations, related increases in equi pment naintenance and depreci ati on expense and the
i mpl enentation of the Bank's internet banking product in May 2000. Professional fees

i ncreased during the 2001 period primarily due to higher legal collection costs,

consul tants engaged for expense control, offset by OREO property sale gains during the
2000 period. The increase in marketing expenses is primarily due to the additiona

mar ket areas now serviced as a result of the Nutmeg acquisition. The anortization of

i ntangi bl e assets relates to the Nutmeg acquisition, accounted for as a purchase
transacti on. Changes in other operating expense also reflect the Nutmeg acquisition and
ot her internal asset growt h.

Lncone taxes

Net income for the nine-month period included an incone tax provision of $2,378, 000,
representing a 35.9% effective rate, as conpared with a provision of $1, 634,000 a year
ago, representing a 34.1% effective rate. The primary difference between NewM | 's
effective tax rate and the Federal corporate tax rate of 34%is attributable to the
anortization of goodwi |l and core deposit intangible during the 2001 period, which is
not deductible for tax purposes.
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FI NANCI AL CONDI T1 ON

During the nine-nonth period ended Septenber 30, 2001 total assets increased $76.6
mllion, or 14.6% to $600.2 mllion. The increase in assets was due to deposit growth
of $30.0 mllion, or 6.9% as well as an increase in FHLB borrow ngs of $40.5 mllion
or 147.3% During the nine-nonth period securities increased $72.7 mllion, or 51.8%
whil e net |oans increased $12.0 mlIlion, or 3.6% Non-perform ng assets increased
slightly to $1,810,000, or 0.30% of total assets at Septenmber 30, 2001

E -
For the nine-nonth period securities increased $72.7 nmillion, or 51.8% to $213.1
mllion at Septenmber 30, 2001. During the period NewM | purchased $54.3 mllion of
fixed rate nortgage backed securities, $15.1 million of fixed rate CMO's, $14.5 mllion
of corporate bonds and $470,000 of other securities.

NewM | 's securities portfolio consists of US Goverment Agency notes, nortgage backed
securities (MBS), corporate bonds, bank qualified municipal bonds, collateralized

nort gage obligations (CM3s), and Federal Home Loan Bank stock. At Septenber 30, 2001
the portfolio had a projected wei ghted average duration and |ife of 3.8 years and 5.2
years, respectively, based on nmedi an projected prepayment speeds at current interest
rates. At Septenber 30, 2001, securities totaling $180.2 mllion, or 84.6% were
classified as available-for-sale and securities totaling $32.9 nmillion, or 15.4% were
classified as held-to-maturity.

Loans

During the nine nmonth period ended Septenber 30, 2001 net | oans grew $12.0 nillion, or
3.6% Loan originations and advances totaled $104.6 mllion, while | oan repaynments and
| oans sold in the secondary market were $92.7 mllion and $17.8 nmillion, respectively.

Maj or classifications of |oans are as follows:

Sept. 30, Decenber 31

(in thousands) 2001 2000
Real estate nortgages:
One-four famly residenti al $186, 525 $187, 755
Five or nore fanmily residential 16,078 19, 759
Commer ci al 80, 407 63, 089
Land 3,097 3,423
Conmer ci al and industri al 32, 687 36, 390
Home equity lines of credit 28, 237 24,121
Instal l mrent and ot her 3,401 3,868
Total | oans, gross 350, 432 338, 405
Deferred | oan origination fees
and purchase prem um net (346) (343)
Al | owance for |oan | osses _(5,496) —(5,518)
Total |oans, net $344 590 $332. 544

The Commerci al Lendi ng departnent specializes in lending to small and m d-size
conpani es and professional practices and provides short-termand | ong-term financing,
construction | oans, commercial nmortgages and property inprovenent |oans. The departnent
al so works with several governnent-assisted |ending prograns. The Residential Mrtgage
Departnent, in addition to traditional portfolio lending, originates |oans for sale to
the secondary nmarket on a service-rel eased basis, which enables the Bank to offer a
very conprehensi ve nortgage product line. The departnent also offers home equity | oans
and lines of credit and consumer installment |oans.
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The followi ng table details the conposition of non-perform ng assets as of Septenber
30, 2001.

Non- Perform ng Assets Accr ui ng Tot al
(dollars in thousands) | oans non-
Non- past due perform
accrual 90 or i ng
loans nore days ORFO assets

Sept enber 30, 2001
Real estate:

Resi dent i al $ 192 $ 259 $ - $ 451
Comer ci al 873 127 92 1,092
Land and | and

devel opnment 267 - - 267

Col | ateral and
install nent | oans - -
Total s $1 332 $ 386 $ Q92 $1.810

In addition to non-perform ng assets, at Septenber 30, 2001 NewM | had $2, 829, 000 of
performng classified |oans that are considered potential problemloans. Although not
i npai red, performing classified |oans, in the opinion of nmanagenment, exhibit a higher
than normal degree of risk and warrant nonitoring due to various considerations,
including (i) the degree of documentation supporting the borrower's current financial
position, (ii) potential weaknesses in the borrowers' ability to service the |oan
(iii) possible collateral value deficiency, and (iv) other risk factors such as
geographic | ocation, industry focus and negatively trending financial results. These
deficiencies create sone uncertainty, but not serious doubt, as to the borrowers'
ability to comply with the |loan repaynent terns in the future. Mnagenent believes
that reserves for these | oans are adequate.

NewM | pursues the resolution of all non-perform ng assets through restructurings,
credit enhancenents or collections. Wen collection procedures do not bring a | oan
into perform ng or restructured status, NewM | generally initiates action to foreclose
the property or to acquire it by deed in lieu of foreclosure. NewM | actively markets
all OREO property.

LI QUI DI TY

NewM | manages its liquidity position to ensure that there is sufficient funding
availability at all tinmes to nmeet both anticipated and unantici pated deposit

wi t hdrawal s, | oan originati ons and advances, securities purchases and ot her operating
cash outflows. NewMI's prinmary sources of liquidity are principal paynents and
maturities of securities and | oans, short-term borrow ngs through repurchase agreenents
and Federal Home Loan Bank advances, net deposit growh and funds provided by
operations. Liquidity can also be provided through sales of |oans and avail abl e-for-
sal e securities.

Operating activities for the nine nonth period ended September 30, 2001 provi ded net
cash of $3,899,000. |Investing activities used net cash of $80, 036,000, principally as
a result of securities purchases and net |oans advances offset, in part, by securities
repaynents and maturities. Financing activities provided net cash of $69, 028, 000,
principally fromincreases in deposits, FHLB borrow ngs and repurchase agreements, and
offset in part by cash dividends paid and treasury stock purchases.

At September 30, 2001, NewM|'s liquidity ratio, as represented by cash, short term
avail abl e-for-sale securities, marketabl e assets and the ability to borrow agai nst
hel d-to-maturity securities and | oans through unused FHLB and ot her short term
borrowi ng capacity, of approximately $197.5 million, to net deposits and short term
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unsecured liabilities, was 55.3% well in excess of NewMI's m nimum gui deline of 15%
At Septenber 30, 2001, NewM | had outstanding comritnents to fund new | oan origi nations

of $19.2 mllion, construction mrtgage commtnments of $8.2 mllion and unused |ines of
credit of $36.8 mllion. These commitments will be met in the normal course of
business. NewM | believes that its liquidity sources will continue to provide funding

sufficient to support operating activities, |oan originations and comm tnents, and
deposit withdrawal s.

CAPI TAL RESOURCES

During the nine nmonth period ended Septenber 30, 2001 sharehol ders' equity increased
$3.7 million, to $51, 192,000, while book value per share increased $1.24 to $11.59. The
increase in shareholders' equity resulted fromnet income of $4.2 mllion, or $0.91 per
share (diluted), net unrealized gains on securities available-for-sale of $3.3 mllion
net of taxes, common stock issued of $789, 000 and stock option exercise proceeds of
$134, 000, offset by treasury stock purchases of $3.3 nmillion and dividend paynents of
$1.4 million.

NewM | and the Bank are subject to minimum capital requirements established
respectively, by the Federal Reserve Board (the "FRB") and the FDIC. At Septenber 30,
2001 NewM |'s tier 1 leverage capital ratio was 6.95% and its tier 1 and total risk-
based capital ratios were 11.01% and 12.26% respectively. At Septenber 30, 2001 the
Bank's tier 1 leverage capital ratio was 6.94% and its tier 1 and total risk-based
capital ratios were 11.02% and 12.27% respectively. NewM | and the Bank are
categorized as "well capitalized". A well capitalized institution, which is the

hi ghest capital category for an institution as defined by the Pronpt Corrective
regul ati ons i ssued by the FDIC and the FRB, is one which naintains a total risk-based
ratio of 10% or above, a Tier | risk-based ratio of 6% or above and a | everage ratio of
5% or above, and is not subject to any witten order, witten agreenent, capita
directive, or prompt corrective action directive to nmeet and maintain a specific
capital |evel

i vi dend
NewM |'s ability to pay dividends is dependent on the Bank's ability to pay dividends
to NewM |. There are certain restrictions on the paynment of dividends and other
paynments by the Bank to NewM |. Under Connecticut |aw the Bank is prohibited from

declaring a cash dividend on its commn stock except fromits net earnings for the
current cal endar year and retained net profits for the preceding two years. In sone
i nstances, further restrictions on dividends may be i nposed on NewM | by the Federa
Reserve Bank.

NewM | believes that the paynment of cash dividends to its sharehol ders is appropriate
provi ded that such payment considers NewM|'s capital needs, asset quality, and overal
financial condition and does not adversely affect the financial stability of NewM!| or
t he Bank. The continued paynment of cash dividends by NewM| will be dependent on
NewM | s future core earnings, financial condition and capital needs, regulatory
restrictions, and other factors deenmed relevant by the Board of Directors of NewMl|.
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Item 3. QUANTI TATI VE and QUALI TATI VE DI SCLOSURE of MARKET RI SK

NewM | manages interest rate risk through an Asset Liability Comrittee conprised of
representatives from seni or nanagenent and the Board of Directors. The conmittee
monitors exposure to interest rate risk on a quarterly basis using both a traditional
gap anal ysis and an earnings simulation analysis. Traditional gap analysis identifies
short and long terminterest rate positions or exposure. |Income simulation analysis
nmeasures the amount of short-termearnings at risk under both rising and falling rate
scenarios. NewM|'s interest rate risk has not significantly changed fromthe prior
year.
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PART 11. OTHER | NFORMATI ON

ltem 1. LEGAL PROCEEDI NGS

There are no material |egal proceedings pending agai nst NewM | or the Bank or any of
their properties, other than ordinary routine litigation incidental to NewM|'s

busi ness.

Item 4. SUBM SSI ON OF MATTERS TO A VOTE OF SECURI TY HOLDERS

None

Item 5. OTHER | NFORMATI ON

None

Item 6. EXHI BI TS AND REPORTS ON FORM 8- K
(a) Exhi bits
11. Comput ati on of earnings per share
(b) Report on Form 8-K

None
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Pursuant to the requirenents of the Securities Exchange Act of 1934,
duly caused this report to be signed on its behalf by the undersigned thereunto duly

aut hori zed.

Novenber

Novenber

12, 2001

12, 2001

SI GNATURES

NEVWM L BANCORP, | NC

By /s/ Francis J. Watr
Francis J. Watr,
Chai rman, President and CEO

By____/s/ B. lan MMahon
B. lan McMahon,
Chi ef Financial O ficer
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Exhibit 11.1

NEVWM L BANCORP, | NC
COVPUTATI ON OF NET | NCOVE PER COMMON SHARE
(in thousands except per share anpunts)

Three nonth
peri od ended
Sept enber 30,

2001 2000

Net jncome
Net income - basic and diluted $1 476 $1 040
Weighted Average Commpbn and Commpn
Equi val ent St ock
Wei ght ed average commmn stock

out st andi ng 4,460 3,611
Assuned conversion as of the

begi nni ng of each period or upon

i ssuance during a period of stock

options outstanding at the end

of each period 457 303

Assuned purchase of treasury stock
during each period with proceeds
from conversion of stock options
out standing at the end of each

peri od (272) _(153)

Wi ght ed average common and conmon
equi val ent stock outstanding

- diluted 4645 3761
Earnings Per Common and Common
Equi val ent Share
Basi c $0.33 3$0. 29
Di | uted $0 32 $0.28
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Ni ne nmont h
peri od ended
Sept enber 30,
2001 2000

$4.249 $3.151

4,490 3,613

417 326
—(233) _(177)
4.654 3162

$0.95 $0.87
$0.91 $0.84



Exhi bit 27

NEWM L BANCORP, | NC
FI NANCI AL DATA SCHEDULE

This schedul e contains sunmary financial information extracted fromthe registrant's
June 30, 2001 unaudited bal ance sheet, incone statenment and cash flow statenment, and
notes thereto, and is qualified in its entirety by reference to such financi al

st at ement s.

ltem Item
Nunber '
9-03(1) Cash and due from banks $20, 605, 000
9-03(2) I nterest bearing deposits 99, 000
9-03(3) Federal funds sold - 0-
9-03(4) Tradi ng account assets - 0-
9-03(6) I nvest nent and nortgage backed securities

avail able for sale 180, 204, 000
9-03(6) I nvest mrent and nortgage backed securities

held to maturity - carrying val ue 32, 915, 000
9-03(6) I nvest mrent and nortgage backed securities

held to maturity - market val ue 33, 726, 000
9-03(7) Loans 344,590, 000
9-03(7)(2) Al | owance for | osses 5, 496, 000
9-03(11) Total assets 600, 197, 000
9-03(12) Deposits 467, 790, 000
9-03(13) Short term borrow ngs 74,982, 000
9-03(15) O her liabilities 6, 233, 000
9-03(16) Long term debt - 0-
9-03(19) Preferred stock - mandatory redenption - 0-
9-03(20) Preferred stock - no nandatory redenption - 0-
9-03(21) Comon st ock 2,995, 000
9-03(22) O her sharehol ders' equity 48,197, 000
9-03(23) Total liabilities and sharehol ders

equity 600, 197, 000
9-04(1) Interest and fees on | oans 20, 321, 000
9-04(2) I nterest and dividends on investnments 7,652, 000
9-04(4) Ot her interest incone 164, 000
9-04(5) Total interest incone 28, 137, 000
9-04( 6) I nterest on deposits 11, 605, 000
9-04(9) Total interest expense 12, 870, 000
9-04(10) Net interest incone 15, 267, 000
9-04(11) Provision for |oan | osses - 0-
9-04(13) (h) Securities gains (losses) - 0-
9-04(14) Ot her expenses 10, 921, 000
9-04(15) I ncone before inconme tax 6, 627, 000
9-04(17) I ncone before extraordinary itens 6, 627, 000
9-04(18) Extraordi nary itens, |ess tax - 0-
9-04(19) Curmul ati ve change in accounting principals -0-
9-04(20) Net incone 4,249, 000
9-04(21) Ear ni ngs per share - basic 0.95
9-04(21) Ear ni ngs per share - diluted 0.91
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ltem

Description

Net yield-interest earning assets-actua
Loans on non accrua

Accrui ng | oans past due 90 days or nore
Troubl ed debt restructuring

Potenti al probl em | oans

Al | owance for | oan | oss-

begi nni ng of period

Total chargeoffs

Total recoveries

Al |l owance for | oan |oss-end of period
Loan |l oss all owance allocated to
donestic | oans

Loan | oss all owance allocated to
foreign | oans

Loan | oss al |l owance-unal | ocat ed

28

4.01%

$1, 332, 000
386, 000
-0-

2,829, 000

5, 518, 000
71,000
49, 000

5, 496, 000

5, 496, 000

-0-
481, 000



