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Iltem 1. Financial Statements

CONNECTONE BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CONDITION

June 30, December 31
(in thousands, except for share data) 2015 2014
(unaudited)
ASSETS
Cash and due from ban $ 41,45¢ $ 31,81
Interes-bearing deposits with ban 84,02¢ 95,03¢

Cash and cash equivalel 125,48 126,84
Investment securitie!

Available-for-sale 264,09¢ 289,53.

Held-to-maturity (fair value of $237,205 and $231,4. 232,55 224,68
Loans held for sal 124 —
Loans receivabl 2,765,28! 2,538,64.
Less: Allowance for loan and lease los 17,48( 14,16(

Net loans receivabl 2,747,80: 2,524,48:
Investment in restricted stock, at ¢ 27,07¢ 23,53t
Bank premises and equipment, 21,25: 20,65
Accrued interest receivab 12,05¢ 11,70(
Bank-owned life insuranc 53,29: 52,51¢
Other real estate ownt 1,564 1,10¢
Goodwill 145,90¢ 145,90¢
Core deposit intangible 4,34: 4,82¢
Other asset 24,49 22,78

Total assets $ 3,660,05 $ 3,448,57.
LIABILITIES
Deposits:

Noninteres-bearing $ 558,38t $ 492,51}

Interes-bearing 2,010,84. 1,983,09;

Total deposit: 2,569,23 2,475,60
Borrowings 548,75¢ 495,55!
Subordinated debentur 55,15¢ 5,15¢
Other liabilities 22,93 26,03¢

Total liabilities 3,196,07! 3,002,35:
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS’ EQUITY
Preferred stock, $1,000 liquidation value per sham¢horized 5,000,000 shares; issued ar

outstanding 11,250 shares of Series B preferratk stbJune 30, 2015 and December 3:

2014; total liquidation value of $11,250 at June 815 and December 31, 20 11,25( 11,25(
Common stock, no par value, authorized 50,000,0@0es; issued 32,260,653 shares at J

30, 2015 and 31,758,828 at December 31, 2014;amditg 30,196,731 shares at June .

2015 and 29,694,906 at December 31, Z 374,28 374,28
Additional paic-in capital 8,12( 6,01t
Retained earning 88,77: 72,39¢
Treasury stock, at cost (2,063,922 common shardgsnat 30, 2015 and December 31, 2( (16,717 (16,717
Accumulated other comprehensive | (1,730 (1,019

Total stockholders equity 463,98. 446,21

Total liabilities and stockholders’ equity $ 366005  $ 3,448,57.

See accompanying notes to unaudited consolidated financial statements.
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CONNECTONE BANCORP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
(UNAUDITED)

(in thousands, except for share and per share dat

Interest income
Interest and fees on loa
Interest and dividends on investment securi
Taxable
Tax-exempt
Dividends
Interest on federal funds sold and other skenr investment
Total interest income
Interest expense
Deposits
Borrowings
Total interest expense
Net interest income
Provision for loan and lease losses
Net interest income after provision for loan and lase losse
Noninterest income
Annuities and insurance commissic
Bank-owned life insuranc
Net gains on sale of loans held for <
Deposit, loan and other incor
Insurance recovetr
Net gains on sales of investment secur
Total noninterest income
Noninterest expense
Salaries and employee bene
Occupancy and equipme
FDIC insurance
Professional and consultit
Marketing and advertisin
Data processin
Merger-related expense
Loss on extinguishment of de
Amortization of core deposit intangit
Other expenses
Total noninterest expenses
Income before income tax expens
Income tax expense
Net income
Less: Preferred stock dividends
Net income available to common stockholdet

Earnings per common share:
Basic
Diluted
Weighted average common shares outstandin
Basic
Diluted
Dividend per common share

Three Months Ended

Six Months Ended

June 30, June 30,
2015 2014 2015 2014
$ 30,217 $ 10,46: % 5953 $ 20,572
2,76( 2,90¢ 5,671 5,92¢
882 89t 1,76t 1,951
28C 13€ 50C 29C
41 — 84 —
34,18 14,40: 67,55 28,73¢
3,301 1,301 6,32¢ 2,617
2,20z 1,43: 4,25¢€ 2,84:
5,50¢ 2,73¢ 10,58: 5,46(
28,67¢ 11,66¢ 56,97( 23,27¢
1,55(C 284 3,37¢ 90¢
27,12¢ 11,38 53,59¢ 22,36¢
46 10E& 133 20&
38¢ 25€ 774 511
99 43 213 79
45€ 74¢€ 921 1,461
2,22¢ — 2,22t _
221 574 72€ 1,98¢
3,43¢ 1,72¢ 4,991 4,24k
6,94¢ 3,18¢ 13,57¢ 6,51¢
1,78¢ 81¢€ 3,86¢ 1,89¢
44C 28¢€ 1,00( 58¢
71E 30€ 1,20¢ 561
19z 27 387 67
82¢ 373 1,72¢ 71€
— 72¢ — 1,78¢
2,397 — 2,397 —
241 — 485 —
1,42: 1,021 2,95k 2,10¢
14,97« 6,744 27,60 14,24(
15,59( 6,36¢ 30,98: 12,37«
5,06¢ 1,98¢ 10,08: 3,59¢
10,52 4,37¢ 20,90: 8,77¢
28 28 56 56
$ 10,49: % 435( $ 20,84t  $ 8,72(
$ 03 $ 027 $ 0.7¢ $ 0.5¢
$ 03 $ 0.2¢ $ 06 $ 0.5¢
29,868,24 16,372,88 29,812,52 16,361,59
30,231,48 16,430,37 30,203,68 16,422,33
$ 0.07F % 0.07F % 0.1t $ 0.1t

See accompanying notes to unaudited consolidated financial statements.
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CONNECTONE BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME ( UNAUDITED)

Three Months Ended Six Months Ended
June 30, June 30,
(in thousands) 2015 2014 2015 2014
Net income $ 10,52 $ 4,37¢  $ 20,90: $ 8,77¢
Other comprehensive (loss) income, net of
Unrealized gains and losses on securities ava-for-sale:
Unrealized holding (losses) gains on avail-for-sale securitie (2,81)) 3,311 (1,309 6,82
Tax effect 1,11¢ (1,276) 524 (2,466€)
Net of tax amoun (1,692 2,03t (780) 4,361
Reclassification adjustment for realized gainsiragisluring this periot (227) (5749) (72€) (1,989
Tax effect 90 17¢ 297 55¢
Net of tax amoun (131) (395) (429 (1,430
Amortization of unrealized holding losses on sd@sitransferred frot
availablefor-sale to hel-to-maturity 63 54 12¢ 99
Tax effect (27) (23 (52 (43
Net of tax amoun 36 31 76 56
Unrealized gains (losses) on cash flow hec 23€ — (29¢) —
Tax effect (96) — 122 —
Net of tax amoun 14C — (17¢) —
Pension plan
Actuarial gains 261 — 1,00z 1,281
Tax effect (107) — (410 (523
Net of tax amount 154 — 59¢ 75¢
Total other comprehensive (loss) income (1,499 1,671 (716 3,74
Total comprehensive income $ 9,02¢ $ 6,04¢ $ 20,18 $ 12,52:

See accompanying notes to unaudited consolidated financial statements.
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CONNECTONE BANCORP, INC. AND SUBSIDIARIES

(dollars in thousands, except for per share date

Balanceas ofJanuary 1, 2014

Net income

Other comprehensive income, net of

Dividend on series B preferred stc

Issuance cost of common stc

Cash dividends declared on common stock ($0.30
share)

Exercise of 100,911 stock optio

Stock issued (13,221,152 shares) and options act
(783,732 shares) in acquisition of Legacy
ConnectOn¢

Stocl-based compensation expel

Balance as of December 31, 20:

Net income

Other comprehensive loss, net of

Dividend on series B preferred stc

Cash dividends declared on common stock ($0.1!
share)

Exercise of stock options (339,334 sha

Restricted stock and performance units grants 4Ba:
shares

Stocl-based compensation expel

Balance as of June 30, 201

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
(UNAUDITED)
Accumulated
Other
Additional Comprehensive Total
Preferred Common Paid In Retained Treasury Stockholders’
Stock Stock Capital Earnings Stock Income (Loss) Equity
$ 11,25 $ 110,05t $ 498 $ 6191« $ (17,079 $ (2549 % 168,58:
— — — 18,56¢ — — 18,56¢
— — — — — 1,53( 1,53(
— — — (112 — — (112
= = = ) = = ()
— — — (7,967) — — (7,967)
— — 80€ — 361 — 1,167
— 264,23: — — — — 264,23:
— — 228 — — — 228
11,25( 374,28 6,01F 72,39¢ (16,717 (1,019 446,21
— — — 20,90: — — 20,90:
— — — — — (71€) (71€)
— — — (56) — — (56)
— — — (4,47 — — (4,47
— — 1,37¢ — — — 1,37¢
— — 72€ — — — 72€
$ 1125( $ 37428 $ 812( $ 88,77: $ (16,71) $ (1,730 $ 463,98:

See accompanying notes to unaudited consolidated financial statements.
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CONNECTONE BANCORP, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)
Six Months Ended
(in thousands) June 30,
2015 2014
Cash flows from operating activities:
Net income $ 20,90: $ 8,77¢
Adjustments to reconcile net income to net caskigenl by operating activitie:
Amortization of premiums and accretion of discoumtsnvestment securities, r 1,13¢ 941
Depreciation and amortizatic 1,61¢ 42¢
Provision for loan losse 3,37¢ 90¢
Stoclk-based compensatic 72€ 34
Gains on sales of investment securities, (72€) (1,989
Net loss on sale of other real estate ow 112 —
Loans originated for resa (13,607 (2,82))
Proceeds from sale of loans held for ¢ 13,69 2,417
Gains on sale of loans held for s (213 (79
(Increase) decrease in accrued interest recer (35%) 38¢
Increase in cash surrender value of t-owned life insuranc (774) (511
(Increase) decrease in other as (2,010 2,54¢
Decrease in other liabilities (1,600 (645
Net cash provided by operating activities 22,27, 10,39:
Cash flows from investing activities:
Investment securities availa-for-sale:
Purchase (20,909 (20,487
Sales 12,27: 66,73¢
Maturities, calls and principal repayme 22,07« 14,48¢
Investment securities heto-maturity:
Purchase (14,499 (8,310
Maturities and principal repaymer 6,30¢ 5,06¢
Net purchases of restricted investment in bankkst (3,549 (2,309
Net increase in loar (227,396 (45,730)
Purchases of premises and equipn (1,739 (747)
Proceeds from sale of other real estate owned 12€ —
Net cash (used in) provided by investing activities (217,299 18,71¢
Cash flows from financing activities:
Net increase (decrease) in depao 93,62« (67,385
Increase in subordinated d¢ 50,00(
Advances in FHLB borrowing 500,00 50,00(
Repayments of FHLB borrowing (430,799 —
Net decrease in repurchase agreem (16,000 —
Cash dividends on preferred stc (56) (56)
Cash dividends paid on common st (4,499 (2,456
Issuance cost of common stc — (7)
Tax benefit from options exercis — 241
Proceeds from exercise of stock options 1,37¢ 48C
Net cash provided (used in) by financing activities 193,65¢ (19,18
Net change in cash and cash equival (1,369 9,92¢
Cash and cash equivalents at beginning of period 126,84 82,69:
Cash and cash equivalents at end of period $ 125,48 $ 992,61
Supplemental disclosures of cash flow information
Cash payments fo
Interest paid on deposits and borrowil $ 10,14¢ $ 5,42¢
Income taxe: 12,54¢ 2,557
Supplemental disclosures of nc-cash investing activities;
Transfer of loans to other real estate ow $ 694 $ —
Dividends declared, not pa 23 1,06:

See accompanying notes to unaudited consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Note 1. Nature of Operations and Principles of Corwdidation

The consolidated financial statements of Connect®ar&orp, Inc. (the “Parent Corporation”) are pregaon an accrual basis and
include the accounts of the Parent Corporationi@snaholly-owned subsidiary, ConnectOne Bank (tBarik” and, collectively with the
Parent Corporation and the Parent Corporation’srafirect and indirect subsidiaries, the “Compangl) significant intercompany accounts
and transactions have been eliminated from themapaaying consolidated financial statements.

The Bank is a community-based, full-service Nevedgichartered commercial bank that was founde®@®2The Bank operates
from its headquarters located at 301 Sylvan Avenuke Borough of Englewood Cliffs, Bergen Countigw Jersey and through its twenty-
three other banking offices. Substantially all lpamne secured by specific items of collateral iditig business assets, consumer assets, and
commercial and residential real estate. Commelasais are expected to be repaid from cash flow fbasiness operations. There are no
significant concentrations of loans to any one stduor client. However, the clients’ ability topay their loans is dependent on the cash
flows, real estate and general economic conditiorise area.

The following unaudited consolidated financial staénts have been prepared in accordance with Br@rally accepted accounting
principles for interim financial information andtwithe instructions to Form 10-Q and Rule 10-ORefjulation S-X, and, accordingly, do not
include all of the information and footnotes regdiby U.S. generally accepted accounting princifdesomplete financial statements.
However, in the opinion of management, all adjusttméconsisting only of normal recurring accrualshsidered necessary for a fair
presentation have been included. Operating reflthe three months ended June 30, 2015 are wesgarily indicative of the results that
may be expected for the full year ending Decemtie2815, or for any other interim period. The Compsa 2014 Annual Report on Form 10-
K, should be read in conjunction with these finahstatements.

In preparing the consolidated financial statementmagement has made estimates and assumptiorsfétathe reported amounts
of assets and liabilities as of the dates of thesolidated statements of condition and that atfeztresults of operations for the periods
presented. Actual results could differ significgrftbm those estimates.

The consolidated financial statements have begraped in conformity with U.S. generally acceptedoamting principles (“U.S.
GAAP”). Some items in the prior year financial staents were reclassified to conform to currentgaion. Reclassifications had no effect
on prior year net income for stockholders’ equity.

Note 2. Business Combinations

On January 20, 2014, the Parent Corporation enteteén Agreement and Plan of Merger (the “Merygreement”) with
ConnectOne Bancorp, Inc., a New Jersey Companygéte ConnectOne”). Effective July 1, 2014 (the Hetive Time”), the Parent
Corporation completed the merger contemplated éyMmhbrger Agreement (the “Merger”) with Legacy Coci@ne. At closing, Legacy
ConnectOne merged with and into the Parent Conporatith the Parent Corporation as the survivilrpany. Also at closing, the Parent
Corporation changed its name from “Center Banciorp;’ to “ConnectOne Bancorp, Inc.” and changedN&SDAQ trading symbol to
“CNOB?” from “CNBC.”

Pursuant to the Merger Agreement, holders of LegamynectOne common stock, no par value per shzee'l(egacy ConnectOne
Common Stock”), received 2.6 shares of common stbtke Parent Corporation, no par value per sfthe=“Company Common Stockfor
each share of Legacy ConnectOne Common Stock mefabdiately prior to the effective time of the Mergeith cash to be paid in lieu of
fractional shares. Each outstanding share of CognBammon Stock remained outstanding and was urteffdry the Merger. Each option
granted by Legacy ConnectOne to purchase shatesgaicy ConnectOne Common Stock was converted mtipon to purchase Company
Common Stock on the same terms and conditions es applicable prior to the Merger (taking into asebany acceleration or vesting by
reason of the consummation of the Merger and itde@ transactions), subject to adjustment of #ezase price and the number of shares of
Company Common Stock issuable upon exercise of gpittbn based on the 2.6 exchange ratio.

Immediately following the Merger, Union Center Nattal Bank, a bank organized pursuant to the lawseofnited States, and a
wholly owned subsidiary of the Parent CorporatittNCB”), merged (the “Bank Merger”) with and intooBnectOne Bank, a New Jersey
state-chartered commercial bank and a wholly oveudxdidiary of Legacy ConnectOne, with ConnectOnekBses the surviving entity (the
“Bank”). The Bank now conducts business only inrlaene of and under the brand of ConnectOne.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Note 2. Business Combinations — (continued)

The assets acquired and liabilities assumed hase #decounted for under the acquisition method cdaeting. The assets and
liabilities, both tangible and intangible, were aeted at their fair values as of July 1, 2014 basechanagement’s best estimate using the
information available as of the Merger date. Theliaption of the acquisition method of accountiegulted in the recognition of goodwill of
$129,105,000 and a core deposit intangible of $5BW. As of July 1, 2014, Legacy ConnectOne hadtaswith a carrying value of
approximately $1.5 billion, including loans wittcarrying value of approximately $1.2 billion, anebdsits with a carrying value of
approximately $1.1 billion. The table below sumrrasi the amounts recognized as of the Merger datsafth major class of assets acquired
and liabilities assumed, the estimated fair valljgstiments and the amounts recorded in the Compdimgncial statements at fair value at
Merger date (in thousands):

Consideration paid through Parent Corporation comstock issued to Legacy ConnectOne shareholder&arvalue of stock options
acceleration was:

$264,231
Legacy As recorded
ConnectOne Fair value at
carrying value adjustments acquisition

Cash and cash equivale $ 70,31¢ $ i $ 70,31¢
Investment securitie 28,43¢ 16 (a) 28,45
Restricted stoc 13,64¢ — 13,64¢
Loans held for sal 19C — 19C
Loans 1,304,601 (5,31¢) (b) 1,299,28.
Bank owned life insuranc 15,481 — 15,48:
Premises and equipme 7,38( (905) (c) 6,47¢
Accrued interest receivab 4,47(C — 4,47(
Core deposit and other intangib — 5,30¢ (d) 5,30¢
Other real estate ownt 2,45¢ — 2,45k
Other asset 10,63¢ 3,65 (e) 14,28¢
Deposits (1,049,661 (1,67¢) (f) (1,051,34)
FHLB borrowings (262,046 (1,329 (0) (263,37()
Other liabilities (10,527 — (10,527
Total identifiable net assets $ 135,37: $ (247) $ 135,12¢
Goodwill recorded in the Merg $ 129,10

The following provides an explanation of certaiir falue adjustments presented in the above table:

a) Represents the fair value adjustment on investiseurities held to maturit

b) Represents the elimination of Legacy Conneet®allowance for loan and lease losses, defemes, deferred costs and an
adjustment of the amortized cost of loans to egédhéair value, which includes an interest ratekaard credit mark.

c) Represent an adjustment to reflect the fdirevaf above-market rent on leased premises. Bheeamarket rent adjustment
will be amortized on a straic-line basis over the remaining term of the respedeases

d) Represents intangible assets recorded tactéfie fair value of core deposits. The core diésset was recorded as an
identifiable intangible asset and will be amortizedan accelerated basis over the estimated avii@gé the deposit bas

e) Consist primarily of adjustments in net deferreddasets resulting from the fair value adjustmegitsted to acquired asse
liabilities assumed and identifiable intangiblesoreled.

f) Represents fair value adjustment on time dépas the weighted average interest rates of dieposits assumed exceeded
the costs of similar funding available in the markethe time of the Merger, as well as the elirtioraof fees paid on
brokered time deposit

g) Represents the fair value adjustment on FHaBdwings as the weighted average interest rakHafB borrowings
assumed exceeded the cost of similar funding @aiia the market at the time of the Merc

The amount of goodwill recorded represents the &<perchase price over the estimated fair valubeohet assets acquired by the
Company and reflects the economies of scale, isetemarket share and lending capabilities, greatess to best-in-class banking
technology, and related synergies that are expéotesbult from the acquisition.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Note 2. Business Combinations — (continued)

Except for collateral dependent loans with detatiedl credit quality, the fair values for loans aceplifrom Legacy ConnectOne w:
estimated using cash flow projections based omehmining maturity and repricing terms. Cash flavese adjusted by estimated future cr
losses and the rate of prepayments. Projected tyargkh flows were then discounted to present vatieg a risk-adjusted market rate for
similar loans. For collateral dependent loans wi#teriorated credit quality, fair value was estieby analyzing the value of the underlying
collateral, assuming the fair values of the loarsenderived from the eventual sale of the collatditzese values were discounted using
marked derived rates of returns, with consideragjioen to the period of time and costs associatéul te foreclosure and disposition of the
collateral. There was no carryover of Legacy CotDae allowance for loan and lease losses assoaiatiedhe loans that were acquired, as
the loans were initially recorded at fair valuetba date of the Merger.

The acquired loan portfolio subject to purchasedlitimpairment accounting guidance (ASC 310-3®fakuly 1, 2014 was
comprised of collateral dependent loans with detated credit quality as follows (in thousands):

ASC 31(-30
Loans
Contractual principal and accrued interest at agitijomn $ 23,28¢
Principal not expected to be collected (non-acbtetdiscount) (6,94
Expected cash flows at acquisiti 16,34:
Interest component of expected cash flows (acdestdibcount) (5,019
Fair value of acquired loans $ 11,32¢

The core deposit intangible asset recognized isamnortized over its estimated useful life of apmately 10 years utilizing the
accelerated method. Other intangibles consist lofdbenarket rents, which are amortized over the iiaing life of each lease using the
straight-line method.

Goodwill is not amortized for book purposes; howeitas reviewed at least annually for impairmant is not deductible for tax
purposes.

The fair value of retail demand and interest bepdeposit accounts was assumed to approximateathgrg value as these accou
have no stated maturity and are payable on denfdredfair value of time deposits was estimated Isgalinting the contractual future cash
flows using market rates offered for time deposftsimilar remaining maturities. The fair valuelafrrowed funds was estimated by
discounting the future cash flows using marketgébe similar borrowings.

Direct acquisition and integration costs of the rwere expensed as incurred and totaled $12libmiibr the full year 2014.
These items were recorded as merger-related expenghe statement of operations.

Note 3. Earnings per Common Share

Basic earnings per common share (“EPS”) is compbyedividing income available to common stockhotdey the weighted
average number of common shares outstanding. BIERS includes any additional common shares disgbgentially dilutive common
shares were issued (e.g., stock options). The Coygpaveighted average common shares outstandingjlfided EPS include the effect of
stock options and restricted stock awards outstanagising the Treasury Stock Method, which are mduided in the calculation of basic EPS.

Earnings per common share have been computediasdol

Three Months Ended Six Months Ended
June 30, June 30,

(in thousands, except per share amounts) 2015 2014 2015 2014
Net income $ 10,52: $ 4,37¢ $ 20,90 $ 8,77¢
Less: preferred stock dividends (28) (28) (56) (56)

Net income available to common stockholders $ 10,49: $ 4,35( 20,84t 8,72(
Basic weighted average common shares outstal 29,86¢ 16,37: 29,81 16,36:
Plus: effect of dilutive options and awards 362 57 391 60

Diluted weighted average common shares outstanding 30,23 16,43( 30,20« 16,42:
Earnings per common sha

Basic $ 0.3t $ 0.27 $ 0.7cC $ 0.5

Diluted $ 0.3t $ 0.2¢€ $ 0.6¢ $ 0.5
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Note 4. Investment Securities

The Company’s investment securities are classdieédvailable-for-sale and held-to-maturity at J802015 and December 31,
2014. Investment securities available-for-saleraperted at fair value with unrealized gains oséssincluded in equity, net of tax.
Accordingly, the carrying value of such securitieBects their fair value as of June 31, 2015. Falue is based upon either quoted market
prices, or in certain cases where there is limétetility in the market for a particular instrumeagssumptions are made to determine their fair
value. See Note 7 of the Notes to Consolidatedri€iiah Statements for a further discussion.

Transfers of debt securities from the availabledale category to the held-to-maturity categoryraaele at fair value at the date of
transfer. The unrealized holding gain or loss atdhte of transfer remains in accumulated othempecehensive income and in the carrying
value of the held-to-maturity investment seculyemiums or discounts on investment securitiegarertized or accreted using the effective
interest method over the life of the security asdjustment of yield. Unrealized holding gainsasdes that remain in accumulated other
comprehensive income are amortized or accretedtbeeemaining life of the security as an adjustnodiyield, offsetting the related
amortization of the premium or accretion of thecdimt.

The following tables present information relatedite Company’s investment securities at June 305 20id December 31, 2014.

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value

June 30, 2015
(in thousands)

Investment securities availa-for-sale:

Federal agency obligatiol $ 30,71 $ 304 $ (45 % 30,97:
Residential mortgage pethrough securitie 53,62« 1,181 (72) 54,73«
Commercial mortgage pethrough securitie 3,012 11 — 3,02
Obligations of U.S. states and political subdivis 8,19¢ 164 — 8,35¢
Trust preferred securitie 16,081 45€ (237) 16,30¢
Corporate bonds and noi 105,51¢ 4,38¢ (66) 109,83t
Asse-backed securitie 24,59; 10z (13 24,68:
Certificates of depos 2,09¢ 27 (8 2,11¢
Equity securitie: 37¢ — (49 327
Other securities 13,84: 18 (120 13,74
Total $ 25805 $ 6,65( $ (609 $ 264,09
Investment securities heto-maturity :
U.S. Treasury and agency securi $ 28,36 $ 64¢ $ — $ 29,01¢
Federal agency obligatiol 35,14¢ 36¢ (140 35,37«
Residential mortgac-backed securitie 4,751 2 (28) 4,72¢
Commercial mortga¢-backed securitie 4,18¢ 56 D 4,24:
Obligations of U.S. states and political subdivis 119,13( 3,46¢ (277) 122,31
Corporate bonds and notes 40,97¢ 684 (137) 41,52¢
Total $ 23255 % 5228 $ (577) $ 237,20}
Total investment securities $ 490,61 $ 11,87¢ $ (1,189 $ 501,30«
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)
Note 4. Investment Securities — (continued)
Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
December 31, 201.
(in thousands)

Investment securities availa-for-sale:
Federal agency obligatiol $ 32,65( $ 217 $ (50 $ 32,81%
Residential mortgage pethrough securitie 58,83¢ 1,531 (12) 60,35¢
Commercial mortgage pethrough securitie 3,04 4 — 3,04¢
Obligations of U.S. states and political subdivis 8,201 20t — 8,40¢
Trust preferred securitie 16,08¢ 48¢ (269) 16,30¢
Corporate bonds and noi 119,83t 5,95( (11) 125,77
Asse-backed securitie 27,39: 14C (32) 27,50:
Certificates of depos 2,09¢ 27 2 2,12:
Equity securitie: 37¢€ — (69 307
Other securities 12,94 33 (82 12,89:

Total $ 281460 $ 8,59¢ % (525) $ 289,53
Investment securities heto-maturity :
U.S. Treasury and agency securi $ 28,26¢ $ 92( $ — $ 29,18«
Federal agency obligatiol 27,10 322 (28) 27,39;
Residential mortgac-backed securitie 5,95¢ 28 — 5,98:
Commercial mortga¢-backed securitie 4,26¢ 50 — 4,31¢
Obligations of U.S. states and political subdivis 120,14« 4,512 (60) 124,59¢
Corporate bonds and notes 38,95( 1,02¢ (7) 39,96¢

Total $ 22468, $ 6,85¢ $ (95) $ 231,44
Total investment securities $ 506,14 $ 15,45¢ $ (6200 $ 520,97

The following table presents information for invesit securities at June 30, 2015, based on scliethd@urities. Actual maturiti
can be expected to differ from scheduled maturdigs to prepayment or early call options of theéss

June 30, 2015
Amortized Fair
Cost Value
(in thousands)

Investment securities availa-for-sale:

Due in one year or le: $ 21,82¢ $ 22,07(
Due after one year through five ye 34,67( 36,03¢
Due after five years through ten ye 77,27¢ 80,28t¢
Due after ten yeal 53,42: 53,87«
Residential mortgage pethrough securitie 53,62« 54,73«
Commercial mortgage pethrough securitie 3,012 3,02
Equity securitie: 37€ 327
Other securities 13,84¢ 13,74
Total $ 258,05 $ 264,09t
Investment securities heto-maturity :
Due in one year or le: $ 4,98: $ 4,98:
Due after one year through five ye 11,20: 11,35«
Due after five years through ten ye 73,36 74,93:
Due after ten yeal 134,06 136,96
Residential mortga¢-backed securitie 4,751 4,72¢
Commercial mortgage-backed securities 4,18¢ 4,24
Total $ 232,55 $ 237,20!
Total investment securities $ 490,61 $ 501,29t
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Note 4. Investment Securities — (continued)

Gross gains and losses from the sales, calls andfitress of investment securities for the three-thaand six-month periods ended
June 30, 2015 and 2014 were as follows:

Three Months Ended Six Months Ended
June 30, June 30,

(in thousands) 2015 2014 2015 2014
Proceed: $ 2,73¢ 16,12% 12,27 66,73¢
Gross gains on sales of investment secut 221 $ 57¢ $ 72€ $ 2,011
Gross losses on sales of investment securities — (5 — (22)
Net gains on sales of investment securities $ 221 $ 574 $ 72€ $ 1,98¢
Less: tax provision on net gains 90 17¢ 297 55¢
Total 131 39t 42¢ 1,43(

The Company performs regular analysis on the aveilBor-sale securities portfolio to determine wieeta decline in fair value
indicates that an investment is other-than-temggranpaired in accordance with FASB ASC 320-10.F\ASC 320-10 requires companies
to record other-than-temporary impairment (“OTTdHarges, through earnings, if they have the irttesell, or more likely than not will be
required to sell, an impaired debt security befemvery of its amortized cost basis. If the Conypatends to sell or it is more likely than |
it will be required to sell the security before agery of its amortized cost basis, less any cunpeniod credit loss, the OTTI is recognized in
earnings equal to the entire difference betweernthestments amortized cost basis and its estimated fair valike balance sheet date. If
Company does not intend to sell the security aiglritore likely than not that the entity will begtered to sell the security before recovery of
its amortized cost basis less any current perisg, land as such, it determines that a declindrindue is other than temporary, the OTTI is
separated into the amount representing the cieslitdnd the amount related to all other factore.drhount of the OTTI related to the credit
loss is determined based on the present valuesbfftaws expected to be collected and is recogniize@drnings. The amount of the total
OTTI related to other factors is recognized in ottmmprehensive income, net of applicable taxes. Arevious amortized cost basis less the
OTTI recognized in earnings becomes the new aneatiost basis of the investment.

The Company reviews all securities for potentiabgnition of other-than-temporary impairment. Tha@any maintains a watch
list for the identification and monitoring of seitigs experiencing problems that require a heigédidevel of review. This could include cre
rating downgrades.

The Company’s assessment of whether an impairmeheiportfolio is other than temporary includestdas such as whether the
issuer has defaulted on scheduled payments, aneduastructuring and/or filed for bankruptcy, halbsed severe liquidity problems that
cannot be resolved, disclosed deteriorating fireremndition or sustained significant losses.

The following table presents detailed informationéach single issuer trysteferred security held by the Company at Jun€305,
of which all but one has at least one rating balosestment grade (in thousands):

Lowest
Gross Credit

Amortized Fair Unrealized Rating
Issuer Cost Value Gain (Loss) Assigned
Countrywide Capital I\ $ 1,771 $ 1,80¢ $ 33 BB
Countrywide Capital \ 2,745 2,831 84 BB
Countrywide Capital \ 25C 25¢ 8 BB
Nationsbank Cap Trust | 1,57¢ 1,33¢ (237) BB
Morgan Stanley Cap Trust | 2,50( 2,54¢ 44 BB
Morgan Stanley Cap Trust | 1,74:% 1,77¢ 3€ BB
Goldman Sach 1,00( 1,161 161 BB
Stifel Financial 4,50( 4,59( 9C BBB-

Total $ 16,08: $ 16,30¢ $ 21¢
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Note 4. Investment Securities — (continued)
Temporarily Impaired | nvestments

The Company does not believe that the unrealizeskly for all securities, which were comprisedsoé8d 54 investment securities
as of June 30, 2015 and December 31, 2014, regelyctiepresent an other-than-temporary impairmemné gross unrealized losses
associated with U.S. Treasury and agency secuyriédsral agency obligations, mortgage-backed #@sjrcorporate bonds, tax-exempt
securities, asset-backed securities, trust prefeygeurities, mutual funds and equity securitiesnat considered to be other than temporary
because these unrealized losses are related tgeshaninterest rates and do not affect the exgexash flows of the underlying collateral or
issuer.

Factors affecting the market price include cregk,rmarket risk, interest rates, economic cycesl liquidity risk. The magnitude of
any unrealized loss may be affected by the relatbreentration of the Compamsyinvestment in any one issuer or industry. The Qamy ha:
established policies to reduce exposure througérslification of concentration of the investmenttfmio including limits on concentrations
to any one issuer. The Company believes the inwvastportfolio is prudently diversified.

The decline in value is related to a change irré#terates and subsequent change in credit sprequised for these issues affecting
market price. All issues are performing and arecetgd to continue to perform in accordance witlir ttesspective contractual terms and
conditions. Short to intermediate average duratansin certain cases monthly principal paymentsikhreduce further market value
exposure to increases in rates.

The Company evaluates all securities with unredllzsses quarterly to determine whether the losghisr than temporary.
Unrealized losses in the corporate debt secugagsgory consist primarily of senior unsecured ocoate debt securities issued by large
financial institutions, insurance companies aneéptorporate issuers. Single issuer corporate preserred securities are also included, and
in the case of one holding the market valuatios iedargely based upon the floating rate coupahaamresponding market valuation. Neither
that trust preferred issuer, nor any other corgoisguers, have defaulted on interest paymentsufitealized loss in equity securities consists
of losses on other bank equities. The declineimvidue is due in large part to the lack of anectrading market for these securities, chai
in market credit spreads and rating agency dowmgrddanagement concluded that these securitiesnve¢m@her-than-temporarily impaired
at June 30, 2015.

In determining that the securities giving risehie previously mentioned unrealized losses weretinar than temporary, the
Company evaluated the factors cited above, whielfCthmpany considers when assessing whether atydswther-than-temporarily
impaired. In making these evaluations the Compaugtraxercise considerable judgment. Accordinglgrétcan be no assurance that the
actual results will not differ from the Companytglpments and that such differences may not re¢juéréuture recognition of other-than-
temporary impairment charges that could have anmhtffect on the Company’s financial position aedults of operations. In addition, the
value of, and the realization of any loss on, ae#timent security is subject to numerous riskstad above.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Note 4. Investment Securities — (continued)

The following tables indicate gross unrealized ésssot recognized in income and fair value, agdeeghy investment category and
the length of time individual securities have b@ea continuous unrealized loss position at June8@5 and December 31, 2014:

June 30, 201¢

Total Less than 12 Months 12 Months or Longer
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses

(in thousands)
Investment securities availa-for-sale:

Federal agency obligatic $ 6,02 $ 45 $ 573t $ 43 3 282 % 2
Residential mortgage pass-through

securities 14,13( (72) 13,997 (72) 13z —
Trust preferred securitie 1,33¢ (237) — — 1,33¢ (237)
Corporate bonds and not 7,91¢ (66) 7,91¢ (66) — —
Asse-backed securitie 6,16¢ (13 6,16t (13 — —
Certificates of depos 214 (8) 214 (8) — —
Equity securitie: 327 (49 — — 327 (49
Other securities 5,38( (120) — — 5,38( (120)

Total $ 4149 3 (609 $ 3402¢ % (20) $ 7,461 $ (4098
Investment securities heto-maturity:
Federal agency obligatic $ 9,64 $ (1400 $ 9,64C $ (1400 $ — % —
Residential mortgage pass-through

securities 3,22¢ (28) 3,22¢ (28) — —
Commercial mortgage-backed

securities 1,36¢ D 1,36¢ (@D} — —
Obligations of U.S. states and politic.

subdivisions 22,79: (277) 22,79: (277) — —
Corporate bonds and notes 5,54t (131 5,54¢ (131 — —

Total $ 4256¢ % (579 $ 4256 $ (570 $ —  $ o

Total temporarily impaired securities  $ 84,05« 3 (1,186 $ 76,59 % (77¢) 3 7,461 % (40¢)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)
Note 4. Investment Securities — (continued)
December 31, 201
Total Less than 12 Months 12 Months or Longer
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
(in thousands)

Investment securities availa-for-sale:
Federal agency obligatic $ 6,75t  $ 50 $ 2,770 $ 9 3 3,98 % (471)
Residential mortgage pass-through

securities 5,694 (11) 5,694 (11) — —
Trust preferred securitie 1,307 (269) — — 1,307 (269)
Corporate bonds and noi 1,961 (11) 1,961 (11) — —
Asse-backed securitie 9,77: (31 9,77: (31 — —
Certificates of depos 36¢ (2 36¢ 2 — —
Equity securitie: 307 (69) — — 307 (69
Other securities 5,417 (82) 1,97¢ (21) 3,43¢ (62)

Total $ 3158: $ (52 % 2254  $ 85 $ 9,03t % (440
Investment securities heto-maturity:
Federal agency obligatic $ 3,22¢ $ 28 % 3,22¢ $ 28 ¢ — 8 —
Obligations of U.S. states and politic.

subdivisions 8,341 (60) 1,401 ©)] 6,94( (57
Corporate bonds and notes 992 (7 99z (7 — —

Total $ 1256: $ 95 $ 562: $ (38 $ 6,94C $ (57)

Total temporarily impaired
securities $ 4414 3 (620) $ 28,167 $ (123 $ 1597¢  $ (497

Investment securities having a carrying value giragimately $192.6 million and $224.7 million an&u30, 2015 and December 31,
2014, respectively, were pledged to secure pulglpodits, borrowings, Federal Reserve Discount Windmd Federal Home Loan Bank
advances and for other purposes required or peairiy law.

As of June 30, 2015 and December 31, 2014, there mezholdings of securities of any one issuerecthan the U.S. Government
and its agencies, in an amount greater than 108tookholders’ equity.

Note 5. Derivatives

The Company utilizes interest rate swap agreensnpart of its asset liability management stratedyelp manage its interest rate
risk position. The notional amount of the intenede swap does not represent amounts exchangée Ipatties. The amount exchanged is
determined by reference to the notional amountthedther terms of the individual interest rate gpwgreements.

Interest rate swaps were entered into on Octobe2dB and December 30, 2014, each with a resgeetitional amount of $25.0
million and were designated as a cash flow hedgeRk#deral Home Loan Bank advance. The swaps ve¢eentined to be fully effective
during the period presented and therefore no amafuineffectiveness has been included in net incarhide the aggregate fair value of the
swaps is recorded in other assets (liabilitieshwhanges in fair value recorded in other comprsiterincome (loss). The amount included in
accumulated other comprehensive income (loss) woalliceclassified to current earnings should thgyésado longer be considered effective.
The Company expects the hedges to remain fullyct¥fe during the remaining term of the swaps.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Note 5. Derivatives — (continued)

Summary information about the interest rate swagsgthated as cash flow hedges as of June 30, 20118044 and December 31,
2014 is presented in the following table.

June 30, December 31 June 30,
(dollars in thousands) 2015 2014 2014
Notional amoun $ 50,00( $ 50,00( $ —
Weighted average pay ral 1.5¢% 1.5¢% —%
Weighted average receive ra 0.2€% 0.24% —%
Weighted average maturi 3.9 year 4.4 year —
Fair value $ (250) $ 48 $ —

Interest expense recorded on these swap transattitated approximately $165,000 and $331,000Herthree and six months enc
June 31, 2015, respectively. There were no relexpeénses during the six months ended June 30, 2014.

Cash Flow Hedge

The following table presents the net gains (lossesprded in other comprehensive income and ths@lated Statements of
Income relating to the cash flow derivative instants for the six months ended June 30, 2015:

2015
Amount of loss Amount of loss Amount of loss
recognized reclassified recognized in other
in OCI (Effective from OCI to Non-interest income
(in thousands) Portion) interest income (Ineffective Portion)
Interest rate contrac $ (29¢) $ — $ —

There were no net gains (losses) recorded in adeti@duother comprehensive income or in the Conatdidl Statement of Income
relating to cash flow derivative instruments foe gix months ended June 30, 2014.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Note 6. Loans and the Allowance for Loan and Leadeosses

Loans that management has the intent and abilityko for the foreseeable future or until matuatypayoff are reported at the
principal balance outstanding, net of deferred lfegas and costs, and an allowance for loan ané leases. Interest income is accrued on the
unpaid principal balance. Loan origination feeg,afeertain direct origination costs, are deferaed recognized in interest income using the
level-yield method without anticipating prepayments

Loan segments are defined as a group of loanseased, which share similar initial measuremeribates, risk characteristics, and
methods for monitoring and assessing credit riskndyement has determined that the Company hasdgraents of loans and leases:
commercial (including lease financing), commercgll estate, commercial construction, residengial estate (including home equity) and
consumer.

Interest income on commercial, commercial realtestlmmercial construction and residential loaesdéscontinued at the time the
loan is 90 days delinquent unless the loan is s&dired and in process of collection. Past duassistbased on the contractual terms of the
loan. In all cases, loans are placed on nonacorugiarged-off at an earlier date if collectiorpoincipal or interest is considered doubtful.
Nonaccrual loans and loans past due 90 days stdlcarual include both smaller balance homogenkauns that are collectively evaluated
impairment and individually classified impaired fza A loan is moved to nonaccrual status in acecaeavith the Company’s policy,
typically after 90 days of non-payment.

All interest accrued but not received for loanscpthon nonaccrual are reversed against interestieclnterest received on such
loans is accounted for on the cash-basis or cestvegy method, until qualifying for return to acatuLoans are returned to accrual status
when all the principal and interest amounts comtr@ty due are brought current and future paymargseasonably assured.

The policy of the Company is to generally grant awercial, residential and consumer loans to resgdand businesses within its
market area. The borrowers’ abilities to repayrtbbligations are dependent upon various factarsiding the borrowers’ income and net
worth, cash flows generated by the borrowers’ ulydes collateral, value of the underlying collaterand priority of the lender’s lien on the
property. Such factors are dependent upon varicosaenic conditions and individual circumstancesdrelthe control of the Company. The
Company is therefore subject to risk of loss. Tlen@any believes its lending policies and procedadesjuately minimize the potential
exposure to such risks and that adequate provisiwrigan and lease losses are provided for alllmand inherent risks. Collateral and/or
personal guarantees are required for a large mapfrthe Company'’s loans.

Allowance for Loan and Lease L osses

The allowance for loan and lease losses is a vatuatiowance for probable incurred credit losdasses are charged against the
allowance when management believes the uncolléttibf a loan balance is confirmed. Subsequentvedes, if any, are credited to the
allowance. Management estimates the allowance tal@quired using past loan and lease loss experi¢ime nature and volume of the
portfolio, information about specific borrower sitions and estimated collateral values, economiditions, and other factors. Allocations of
the allowance may be made for specific loans, leientire allowance is available for any loan thmtmanagement’s judgment, should be
charged off. The allowance consists of specific gaderal components. The specific component retatemns that are individually classifi
as impaired.

A loan is impaired when, based on current infororaind events, it is probable that the Companybeillinable to collect all
amounts due according to the contractual termBeofdan agreement. Loans, for which the terms baea modified, and for which the
borrower is experiencing financial difficulties eaconsidered troubled debt restructurings (“TDRsi)l classified as impaired. As part of the
evaluation of impaired loans, the Company indivijueeviews for impairment all nohomogeneous loans internally classified as subatd
or below. Generally, smaller impaired non-homogeisdoans and impaired homogeneous loans are dediscevaluated for impairment.

The Bank has defined its population of impairechio# include all loans on nonaccrual statusyailtiled debt restructuring loans;
and all loans (above an established dollar threlsbb$250,000) internally classified as “Specialidlen” or below that require a specific
reserve.

Factors considered by management in determiningimment include payment status, collateral valne, the probability of
collecting scheduled principal and interest paymeviien due. Loans that experience insignificantrent delays and payment shortfalls
generally are not classified as impaired. Managémetermines the significance of payment delayspayinent shortfalls on a case-by-case
basis, taking into consideration all of the circtemses surrounding the loan and the borrower, dhietuthe length of the delay, the reasons
for the delay, the borrower’s prior payment recanald the amount of the shortfall in relation to phimcipal and interest owed.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Note 6. Loans and the Allowance for Loan and Leadeosses — (continued)

Troubled debt restructurings are separately idedtiior impairment disclosures and are measurdétegbresent value of estimated
future cash flows using the loan’s effective rateaeption. If a troubled debt restructuring isislered to be a collateral dependent loan, the
loan is reported, net, at the fair value of thdatetal. For troubled debt restructurings that sgoently default, the Company determines the
amount of reserve in accordance with the accoumtotigy for the allowance for loan and lease losses

The general component covers non-impaired loanssabpased on historical loss experience adjusteduient factors. The
historical loss experience, the primary factodésermined by loan class and is based on the dogshistory experienced by the Bank over
an actual three year rolling calculation. This attass experience is supplemented with other aninéactors based on the risks present for
each portfolio segment. This actual loss experiésnseipplemented with the exogenous factor adjustsreased on the risks present for each
loan category. These exogenous factors (nine tiotEl)de consideration of the following: concentvas of credit; delinquency & nonaccrual
trends; economic & business conditions includingleation of the national and regional economiesiaddstries with significant loan
concentrations; external factors including legajulatory or competitive pressures that may imgieetoan portfolio; changes in the
experience, ability, or size of the lending stafBnagement, or board of directors that may imgeectdan portfolio; changes in underwriting
standards, collection procedures, charge-off prastior other changes in lending policies and plaess that may impact the loan portfolio;
loss and recovery trends; changes in portfolio aimk mix; and trends in problem loans.

Purchased Credit-Impaired Loans

The Company purchases groups of loans in conjumgtith mergers, some of which have shown evideficeealit deterioration
since origination. These purchased credit impdwads are recorded at the amount paid, such thed th no carryover of the seller’s
allowance for loan and lease losses. After actjpiisilosses are recognized by an increase inltvance for loan and lease losses.

Such purchased credit impaired loans are accodotéddividually. The Company estimates the amaamd timing of expected ca
flows for each loan and the expected cash flovexiess of amount paid is recorded as interest inamrar the remaining life of the loan
(accretable yield). The excess of the loan’s @mttral principal and interest over expected cashdlis not recorded (nonaccretable
difference).

Over the life of the loan, expected cash flows itw@ to be estimated. If the present value of etqubcash flows is less than the
carrying amount, a loss is recorded. If the presalue of expected cash flows is greater tharc#iieying amount, it is recognized as part of
future interest income.

Composition of Loan Portfolio

The following table sets forth the composition leé Company’s loan portfolio, including net defertedn fees, at June 30, 2015 and
December 31, 2014:

June 30, December 31
2015 2014
(in thousands)
Commercia $ 568,96¢ $ 499,81¢
Commercial real esta 1,751,39. 1,634,511
Commercial constructio 220,26’ 167,35¢
Residential real esta 224,13¢ 234,96
Consumer 2,45¢ 2,87¢
Gross loan: 2,767,21! 2,539,53.
Net deferred loan fee (1,929 (890
Total loans receivable $ 2,765,28! $ 2,538,64.

At June 30, 2015 and December 31, 2014, loan bataoicapproximately $1.4 billion and $1.0 billioespectively, were pledged to
secure borrowings from the Federal Home Loan Bdri¥eov York.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Note 6. Loans and the Allowance for Loan and Leadeosses — (continued)
Purchased Credit-Impaired Loans
The Company holds purchased loans for which the® at their acquisition date, evidence of detation of credit quality since

their origination and it was probable, at acquisitithat all contractually required payments waubd be collected. The carrying amount of
those loans is as follows at June 30, 2015 andDeer31, 2014.

June 30, December 31
2015 2014
(in thousands)
Commercia $ 7,12( $ 7,19¢
Commercial real esta 1,80¢ 1,81¢
Residential real estate 317 80¢€
Total carrying amount $ 9,24( % 9,821

For those purchased loans disclosed above, the &opmgid not increase the allowance for loan ansddasses for the six months
ended June 30, 2015.

The accretable yield, or income expected to beectitl, on the purchased loans disclosed abovldaix months ended June 30,
2015 is as follows (in thousands):

June 30,
2015
Balance at December 31, 20 $ 4.80¢
New loans purchase —
Accretion of income (127
Reclassifications from nonaccretable differe —
Disposals —
Balance at June 30, 20 $ 4,67¢

The following table presents information about tbeorded investment in loan receivables on nonatstatus by segment at June
30, 2015 and December 31, 2014:

Loans Receivable on Nonaccrual Status

June 30, December 31
2015 2014
(in thousands)
Commercia $ 507 $ 61¢
Commercial real esta 3,90: 8,19
Residential real esta 3,17 2,79¢
Total loans receivable on nonaccrual st: $ 12,14 $ 11,60¢

Nonaccrual loans and loans past due 90 days stdlcarual include both smaller balance homogermassl that are collectively
evaluated for impairment and individually classifiempaired loans.

20



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Note 6. Loans and the Allowance for Loan and Leadeosses — (continued)

The Company continuously monitors the credit quatftits loans receivable. In addition to its imtak staff, the Company utilizes t
services of a third party loan review firm to réte credit quality of its loans receivable. Cragliality is monitored by reviewing certain cre
quality indicators. Assets classified “Pass” arerded to possess average to superior credit quadyjring no more than normal attention.
Assets classified as “Special Mention” have gemgeaiceptable credit quality yet possess high&raigracteristics/circumstances than
satisfactory assets. Such conditions include sthliguidity, slow pay, stale financial statememtspther conditions that require more
stringent attention from the lending staff. Theeaditions, if not corrected, may weaken the loaalitgior inadequately protect the
Company’s credit position at some future date. fssaee classified “Substandard” if the asset haeslhdefined weakness that requires
management’s attention to a greater degree thdodos classified special mention. Such weaknéteft uncorrected, could possibly result
in the compromised ability of the loan to perfomrcbntractual requirements. An asset is classd®tDoubtful”if it is inadequately protecti
by the net worth and/or paying capacity of thegdnior of the collateral, if any, that securesdab#gation. Assets classified as doubtful
include assets for which there is a “distinct poiisy” that a degree of loss will occur if the id@gquacies are not corrected. The following
table presents information, excluding net defetoaah fees, about the Compasyoan credit quality at June 30, 2015 and Decer@bep014:

June 30, 201¢

Special
Pass Mention Substandard Doubtful Total
(in thousands)
Commercia 533,28 $ 22,60¢ $ 12,81( $ 264 568,96¢
Commercial real esta 1,707,19: 21,48¢ 22,71 — 1,751,39
Commercial constructio 218,78t — 1,47¢ — 220,26
Residential real esta 220,37t — 3,75¢ — 224,13«
Consume 2,362 — 92 — 2,45¢
Total loans 2,682,00 $ 44,09¢ $ 40,85: $ 264 2,767,21!
December 31, 201.
Special
Pass Mention Substandard Doubtful Total
(in thousands)
Commercia 481,63t $ 3,68¢ $ 14,20: $ 28¢ 499,81¢
Commercial real esta 1,596,60! 14,14( 23,76¢ — 1,634,511
Commercial constructio 165,88( 1,47¢ — — 167,35¢
Residential real esta 230,77: — 4,19¢ — 234,96
Consume 2,77¢ — 101 — 2,87¢
Total loans 2,477,67. $ 19,30¢ $ 42,26 $ 28¢ 2,539,53:
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Note 6. Loans and the Allowance for Loan and Leadeosses — (continued)
The following table provides an analysis of the @ined loans, by loan segment, at June 30, 201®acdmber 31, 2014:

June 30, 2015

Unpaid
Recorded Principal Related
Investment Balance Allowance
No related allowance record (in thousands)
Commercia $ 71z $ 741
Commercial real esta 3,857 4,227
Residential real esta 3,44¢ 3,84¢
Consumer 10C 92
Total $ 8,11¢ $ 8,90¢
With an allowance recorde
Commercia $ 4357 $ 4365 % 64z
Commercial real estate 1,49 1,43¢ 24¢
Total $ 584¢ $ 5800 $ 891
Total
Commercia $ 507C  $ 5,106 $ 64z
Commercial real esta 5,34¢ 5,657 24¢
Residential real esta 3,44¢ 3,84¢ —
Consumer 10C 92 —
Total $ 1396 $ 1470 $ 891
December 31, 2014
Unpaid
Recorded Principal Related
Investment Balance Allowance
No related allowance record (in thousands)
Commercia $ 481  $ 527
Commercial real esta 5,89( 6,581
Residential real esta 3,07: 3,407
Consumer 10¢ 101
Total $ 9,55 $ 10,62
With an allowance recorde
Commercia $ 387 $ 39C % 111
Commercial real estate 3,52( 3,52( 151
Total $ 3907 $ 391C % 262
Total
Commercia $ g86e $ 917 $ 111
Commercial real esta 9,41( 10,10° 151
Residential real esta 3,072 3,407 —
Consumer 10¢ 101 —
Total $ 13,45¢ $ 14,53 $ 262
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Note 6. Loans and the Allowance for Loan and Leadeosses — (continued)

The following table provides an analysis relateths average recorded investment and interest iageaognized on impaired loans
by segment as of and for the three and six monmttdedJune 30, 2015 and 2014 (in thousands):

Three Months Ended June 30 Six Months Ended June 30

2015 2014 2015 2014
Average Interest Average Interest Average Interest Average Interest
Recorded Income Recorded Income Recorded Income Recorded Income
Investment Recognizer Investment Recognize( Investmeni Recognize( Investment Recognize!

Impaired loans with no related
allowance recordet

Commercia $ 722 $ — 9% 1,357 $ 16 $ 71 $ — % 1,37C $ 3C
Commercial real esta 3,89¢ 13 3,117 42 3,93t 32 3,12¢ 43
Residential real esta 3,481 2 2,22¢ 24 3,51: 4 2,28( 31
Consumer 10z 2 11z 1 10& 2 11F 3
Total $ 8,20: 17 $ 6,811 83 % 8,265 $ 38 % 6,88¢ $ 107
Impaired loans with an allowance
recorded

Commercia $ 1,55¢ $ — % — % — % 1,56¢ $ — % — % —
Commercial real estate 4,29¢ — 3,60( 43 4,26¢ — 3,60( 8t
Total $ 5,857 $ — % 3,60 $ 43 $ 5,831 % — % 3,60 $ 85
Total impaired loans

Commercia $ 2,281% — 9% 1,357 $ 16 $ 2,28. % — % 1,37C $ 3C
Commercial real esta 8,19¢ 13 6,712 85 8,20z 32 6,72: 12¢
Residential mortgag 3,481 2 2,22¢ 24 3,51 4 2,28( 31
Consumer 10z 2 11z 1 10& 2 11& 3
Total $ 14,060 % 17$ 10,41. $ 12€ 14,10: $ 38 $ $10,48¢ $ 192

Included in impaired loans at June 30, 2015, De@grh, 2014 and June 30, 2014 are loans that areatbtroubled debt
restructurings. The recorded investment in loankide accrued interest receivable and other cag@thcosts such as real estate taxes paid or
behalf of the borrower and loan origination feest, when applicable. Cash basis interest and sitéreome recognized on accrual basis
approximate each other.

23



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

Note 6. Loans and the Allowance for Loan and Leadeosses — (continued)

The following table provides an analysis of thenggdf the recorded investment of loans, excludiegdeferred loan fees that are
past due at June 30, 2015 and December 31, 204ddmgent:

Aging Analysis

Commercia
Commercial real esta
Commercial constructic
Residential real esta
Consumer

Total

Aging Analysis

Commercia
Commercial real esta
Commercial constructic
Residential real esta
Consumer

Total

June 30, 201¢

Loans
Receivable 90
3C-59 Days  60-89 Days 90 Days or Days or Greatel
Greater Past  Total Past Total Loans Past Due and
Past Due Past Due Due Due Current Receivable Accruing
(in thousands)
$ 50C $ 497 % 481z $ 580¢ $ 563,16( $ 568,96¢ $ =
1,29¢ 1,647 3,47¢ 6,42: 1,744,96 1,751,39 —
— — — — 220,26° 220,26 —
597 1,99¢ 2,29¢ 4,894 219,24( 224,13: —
— — — — 2,45¢ 2,454
$ 239 $ 4,14 $ 10,58¢ $ 17,12¢ $2,750,08 $ 2,767,211 $ —
December 31, 201
Loans
Receivable 90
3C-59 Days  60-89 Days 90 Days or Total Past Days or Greatel
Greater Past Total Loans Past Due and
Past Due Past Due Due Due Current Receivable Accruing
(in thousands)
$ 6,06( $ — 3 66z $ 6,722 $ 493,090 $ 49981t $ 45
4,93 63¢ 5,961 11,53t 1,622,97! 1,634,511 60¢
— — — — 167,35¢ 167,35¢ —
1,821 21C 3,20( 5,231 229,73t 234,96 557
30 1 — 31 2,84¢ 2,87¢ —
$ 12,84t § 84 % 9,82: $ 2351¢ $2,516,01. $ 2,53953 $ 1,217
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Note 6. Loans and the Allowance for Loan and Leadeosses — (continued)

The following table details, at the period presdntee amount of loans receivable that are evaduattividually, and collectively,
for impairment (excluding net deferred loan feesquired, and the related portion of the allowdocdoan and lease losses that are allocated
to each loan portfolio segment:

June 30, 201¢
Commercial Commercial Residential
Commercial real estate construction real estate Consumer Unallocated Total
(in thousands)

Allowance for loan and lease losse

Individually evaluated for impairme  $ 64z $ 24¢ 3 — % — % — 3 — % 891

Collectively evaluated for impairme 3,991 8,94¢ 1,94t 1,161 7 53¢ 16,58¢

Acquired with deteriorated credit qua — — — — — — —

Total $ 463: $ 9,19t $ 1,948 $ 1,161 $ 7 % 53¢ $ 17,48(

Loans receivable

Individually evaluated for impairme ~ $ 507C $ 534¢ $ — 8 3,44¢ $ 10C $ — 8 13,96¢

Collectively evaluated for impairme 556,77¢ 1,744,23 220,26 220,37: 2,35¢ — 2,744,011

Acquired with deteriorated credit qua 7,12( 1,80: — 317 — — 9,24(

Total $ 568,96¢ $ 1,751,39. $ 220,26° $ 224,13:  $ 2,45¢  $ — $ 2,767,21

The table above includes approximately $1.1 bilbacquired loans for the period ended June 305 28ported as collectively
evaluated for impairment.

The following table, at the period presented, dethie amount of loans that are evaluated indiviguand collectively, for
impairment (excluding net deferred loan fees), &egly and the related portion of the allowanceldan and lease losses that are allocated to
each loan portfolio segment:

December 31, 201
Commercial Commercial Residential
Commercial real estate construction real estate Consumer Unallocated Total
(in thousands)

Allowance for loan and lease losse

Individually evaluated for impairme  $ 111 $ 151 % — % — % — 3 — % 262

Collectively evaluated for impairme 2,972 7,64¢ 1,23¢ 1,113 7 91¢ 13,89¢

Acquired with deteriorated credit qua — — — — — — —

Total $ 3,08 $ 7,79¢  $ 1,23¢ $ 1,11 $ 7% 91¢ % 14,16(

Loans receivable

Individually evaluated for impairme ~ $ 86 $ 9,41C $ — % 3,07 % 10 $ — % 13,45¢

Collectively evaluated for impairme 491,74¢ 1,623,38. 167,35¢ 231,80¢ 2,77( — 2,516,25

Acquired with deteriorated credit qua 7,19¢ 1,81¢ — 80¢€ — — 9,821

Total $ 499,81t $ 1,634,511 $ 167,35¢ $ 234,96 $ 2,87¢ $ — $ 2,539,53

The tables above includes approximately $1.2 bilobacquired loans for the period ended Decembe@14 reported as
collectively evaluated for impairment.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Note 6. Loans and the Allowance for Loan and Leadeosses — (continued)

The Company’s allowance for loan and lease lossaralyzed quarterly. Many factors are considenetijding growth in the
portfolio, delinquencies, nonaccrual loan levels] ather factors inherent in the extension of aréidiere have been no material changes to
the allowance for loan and lease losses methoda@eglisclosed in the Company’s Annual Report omFbdK for the year ended Decemt
31, 2014.

A summary of the activity in the allowance for loand lease losses is as follows:

Three Months Ended June 30, 201
Commercial Commercial Residential

Commercial real estate  construction real estate  Consumel Unallocatec Total
(in thousands)

Balance at March 31, 20: $ 3927 $ 8,84¢ $ 1,518 % 981 $ 4 % 657 $ 15,93
Chargroffs (55) (27¢) — — 1) — (3349
Recoveries 3 327 — — 1 — 331
Provision 75¢ 30C 427 18C 3 (11¢) 1,55(
Balance at June 30, 2015 $ 4,63 $ 9,19t $ 1,948 3 1,161 $ 7 $ 53¢ $ 17,48(

Three Months Ended June 30, 201
Commercial Commercial Residential

Commercial real estate  construction real estate  Consumel Unallocatec Total
(in thousands)

Balance at March 31, 20: $ 2,228 % 538/ $ 434 % 1,00¢ $ 7% % 1,507 $ 10,63!
Chargeoffs — — — (90) (4) — (99
Recoveries — — — 1 1 — 2
Provision (83) 357 70 9€ (13 (14%) 284
Balance at June 30, 2014 $ 2,14: % 5741 $ 504 $ 1,011 $ 63 $ 1,36« $ 10,82t
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Note 6. Loans and the Allowance for Loan and Leadeosses — (continued)

Six Months Ended June 30, 2015

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Commercial Commercial Residential
Commercial real estate  construction real estate  Consumel Unallocatec Total
(in thousands)
Balance at December 31, 20 $ 3,08: $ 7,79¢ $ 1,23¢  $ 1,11 $ 7 % 91¢ $ 14,16(
Chargroffs (100 (282) — — a3 — (395)
Recoveries 1C 327 — 2 1 — 34C
Provision 1,64( 1,351 70€ 46 12 (380) 3,37¢
Balance at June 30, 2015 $ 463 $ 9,19t $ 1,948 % 1,161 $ 7 $ 53¢ $ 17,48(
Six Months Ended June 30, 201
Commercial Commercial Residential
Commercial real estate  construction real estate  Consumel Unallocatec Total
(in thousands)
Balance at December 31, 20 $ 1,69¢ $ 574¢ $ 362 $ 99C $ 14¢  $ 1,391 $ 10,33
Chargroffs (333 — — (90) @) — (430
Recoveries — — — 11 2 — 13
Provision 777 (5) 14z 10C (79) (27) 90¢
Balance at June 30, 2014 $ 2,14  $ 5741 % 504 $ 1,011  $ 63 $ 1,36 $ 10,82
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Note 6. Loans and the Allowance for Loan and Leadeosses — (continued)

Trouble Debt Restructurings

At June 30, 2015, there were no commitments to kdditional funds to borrowers whose loans wereamaccrual status or we
contractually past due in excess of 90 days atidstiruing interest, or whose terms have been figoblin troubled debt restructurings.

The policy of the Company generally is to grant omencial, mortgage and consumer loans to residamdsbasinesses within
market area. The borrowers’ abilities to repayrtiobligations are dependent upon various factaduding the borrowerdghcome and ni
worth, cash flows generated by the borrowers’ ulydey collateral, value of the underlying collaterand priority of the lendes’ lien on th
property. Such factors are dependent upon varicosamic conditions and individual circumstancesdmelythe control of the Company. 1
Company is therefore subject to risk of loss. Thmm@any believes its lending policies and procedadsquately minimize the poten
exposure to such risks and that adequate provismnsan and lease losses are provided for alwknmand inherent risks. Collateral anc
personal guarantees are required for virtuallyaahs. A loan is considered to be in payment defande it is 90 days contractually past
under the modified terms.

Loans modified in a troubled debt restructuringed a recorded investment of $2.8 million at J80e2015, of which $1.1 million
were on nonaccrual status. The remaining loansfieddivere current and have complied with the teofrheir restructure agreement. At
December 31, 2014, loans modified in a troubled dettructuring totaled $2.8 million, of which $Infllion were on nonaccrual status. The
remaining loans modified were current at the tirhthe restructuring and have complied with the ®ohtheir restructure agreement. The
Company has allocated no specific allocations waipect to loans whose loan terms had been modiifizdubled debt restructurings as of
June 30, 2015 and December 31, 2014. The TDRsmezbas of June 30, 2015 and December 31, 201dadithcrease the allowance for
loan and lease losses.

There were no troubled debt restructurings occgrdiaring the six months ended June 30, 2015.

There were no charge-offs in connection with a loendification at the time of modification duringetisix months ended June 30,
2015. There were no troubled debt restructuringsviich there was a payment default within twelventiis following the modification
during the six months ended June 30, 2015.

The following table presents loans by class modifie troubled debt restructurings that occurrethduthe six months ended June
30, 2014 (dollars in thousands):

PostModification
Pre-Modification
Outstanding Outstanding
Number of Recorded Recorded
Loans Investmen Investmen

Troubled debt restructuring
Commercial 1 $ 672 $ 31t
Commercial real esta
Commercial constructio — — —

Residential real esta 1 53 51
Consumer — _ _
Total 2 $ 72E $ 36€

The Company had a $333,000 charge-off in connegtitina loan modification at the time of modifiaati during the six months
ended June 30, 2014. There were no troubled dstoticturings for which there was a payment defaithin twelve months following the
modification during the six months ended June 8042
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Note 7. Fair Value Measurements and Fair Value ofiRancial Instruments

ASC Topic 820, “Fair Value Measurements and Disales,” establishes a fair value hierarchy thatrgiiz@s the inputs to valuation
techniques used to measure fair value. The hieyagistes the highest priority to unadjusted quotadgs in active markets for identical assets
or liabilities (Level 1 measurements) and the |lavperity to unobservable inputs (Level 3 measuzatn). The three levels of the fair value
hierarchy are described below:

Level 1: Unadjusted quoted prices in active markets thebacessible at the measurement date for identicedstricted assets or
liabilities.

Level 2: Quoted prices for similar assets and liabilitreactive markets, and inputs that are observallthe asset or liability,
either directly or indirectly, for substantiallyetiull term of the financial instrument.

Level 3: Prices or valuation technigues that require igpludt are both significant to the fair value measient and unobservable
(for example, supported with little or no marketiity).

An asset’s or liability’s level within the fair vad hierarchy is based on the lowest level of ittpat is significant to the fair value
measurement.

The following information should not be interpretesian estimate of the fair value of the entire Gamy since a fair value
calculation is only provided for a limited portiofithe Company’s assets and liabilities. Due tadewange of valuation techniques and the
degree of subjectivity used in making the estimatemparisons between the Company’s disclosureshese of other companies may not be
meaningful. The following methods and assumptioesawised to estimate the fair values of the Conipasgets measured at fair value on a
recurring basis at June 30, 2015 and December(34;: 2

Securities availablefor-sale- Where quoted prices are available in an active etadecurities are classified with Level 1 of the
valuation hierarchy. Level 1 inputs include secesithat have quoted prices in active marketsdentical assets. Level 1 securities held: U.S.
Treasury securities, publicly traded equity se@sjtmutual funds and overnight money market fuifdguoted market prices are not
available, then fair values are estimated by uphigjng models, quoted prices of securities withikir characteristics, or discounted cash
flows. Examples of instruments, which would gengraé classified within Level 2 of the valuatioreharchy, include municipal bonds and
certain agency collateralized mortgage obligatibmeertain cases where there is limited activityhie market for a particular instrument,
assumptions must be made to determine their fhilevand are classified as Level 3. Due to the imactondition of the markets amidst the
financial crisis, the Company treated certain siéiesras Level 3 securities in order to provide enappropriate valuations. For assets in an
inactive market, the infrequent trades that do pece not a true indication of fair value. When swging fair value, the valuation techniques
available under the market approach, income appraad/or cost approach are used. The Company’'sa@i@hs are based on market data
and the Company employs combinations of these appgs for its valuation methods depending on thetadass.

Derivatives - The fair value of derivatives are based on widmamodels using observable market data as ofitb@surement date
(level 2). Our derivatives are traded in an ove-tlounter market where quoted market prices aralmatys available. Therefore, the fair
values of derivatives are determined using qudivitanodels that utilize multiple market inputs.€Tinputs will vary based on the type of
derivative, but could include interest rates, miaad indices to generate continuous yield orpgicurves, prepayment rate, and volatility
factors to value the position. The majority of medrinputs are actively quoted and can be validétezligh external sources, including
brokers, market transactions and third-party pgaarvices.

Loans held for sale- Loans held for sale are required to be measurtétedobwer of cost or fair value. Under FASB ASC 8aB-05,
market value is to represent fair value. Managerobtdins quotes or bids on all or part of theseadddirectly from the purchasing financial
institutions.

Loans receivable- The fair value of performing loans, except resig@mhortgages, is calculated by discounting schedichsh
flows through the estimated maturity using estimaterket discount rates that reflect the creditiatetest rate risks inherent in the loan.
estimate of maturity is based on the historicalegigmce of the Bank with prepayments for each [dassification, modified as required by an
estimate of the effect of current economic andilegdonditions. For performing residential mortgdggns, fair value is estimated by
discounting contractual cash flows adjusted foppyenent estimates using discount rates based ondag market sources adjusted to
reflect differences in servicing and credit costs.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Note 7. Fair Value Measurements and Fair Value ofiRancial Instruments — (continued)

Off-balance sheet financial instruments The fair value of commitments to extend creditdsreated using the fees currently
charged to enter into similar agreements, takihg &ccount the remaining terms of the agreememtdtenpresent creditworthiness of the
counterparties. For fixed rate loan commitments Malue also considers the difference betweenetuilevels of interest rate and the
committed rates.

The fair value of financial standby letters of dtéslbased on fees currently charged for simigreaments or on the estimated co
terminate them or otherwise settle the obligatiwite the counterparties.

Assets and Liabilities Measured at Fair Value on &ecurring Basis

For financial assets and liabilities measured iatv&ue on a recurring basis, the fair value meaments by level within the fair
value hierarchy used at June 30, 2015 and DeceBih@014 are as follows:

June 30, 201¢
Fair Value Measurements at Reporting Date Using
Quoted Prices

in Active Significant Significant
Markets for Other Unobservable
Identical Observable
Assets Inputs Inputs
(Level 1) (Level 2) (Level 3)
(in thousands
Recurring fair value measurements:
Assets
Investment securitie:
Available-for-sale:
Federal agency obligatiol $ 30,97: $ — 8 30,97 $ =
Residential mortgage pass-through
securities 54,73« — 54,73« —
Commercial mortgage pass-through
securities 3,02 — 3,02t —
Obligations of U.S. states and political
subdivision 8,35¢ — 8,35¢ —
Trust preferred securitie 16,30¢ — 16,30¢ —
Corporate bonds and not 109,83t — 109,83t —
Asse-backed securitie 24,68. — 24,68: —
Certificates of depos 2,11t — 2,11t —
Equity securitie: 327 327 — —
Other securities 13,74 13,74! — —
Total availabl-for-sale 264,09t 14,07( 250,02¢ —
Loans held for sale 124 — 124 —
Total assets $ 264,22, $ 14,07C $ 250,15. $ —
Liabilities
Derivatives $ 25C $ — 25C % —
Total liabilities $ 25C % —  $ 25C $ —
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 7. Fair Value Measurements and Fair Value ofiRancial Instruments — (continued)

December 31, 201.
Fair Value Measurements at Reporting Date Using
Quoted Prices

in Active Significant Significant
Markets for Other Unobservable
Identical Observable
Assets Inputs Inputs
(Level 1) (Level 2) (Level 3)
(in thousands
Recurring fair value measurements:;
Assets
Investment securitie!
Available-for-sale:
Federal agency obligatiol $ 32817 $ — 3 32817 $ =
Residential mortgage pass-through
securities 60,35¢ — 60,35¢ —
Commercial mortgage pass-through
securities 3,04¢ — 3,04¢ —
Obligations of U.S. states and political
subdivision 8,40¢ — 8,40¢ —
Trust preferred securitie 16,30¢ — 16,30¢ —
Corporate bonds and not 125,77 — 125,77 —
Asse-backed securitie 27,50: — 27,50: —
Certificates of depos 2,12: — 2,12z —
Equity securitie: 307 307 — —
Other securities 12,89: 12,89: — —
Total availabl-for-sale 289,53: 13,19¢ 276,33: —
Derivatives 48 — 48 —
Total assets $ 289,58( $ 13,19¢ $ 276,38. $ —

For the six months ended June 30, 2015, there meetensfers of investment securities availablesfle into or out of Level 1,
Level 2, or Level 3 assets.

Assets Measured at Fair Value on a Non-Recurring Bas

For assets measured at fair value on a non-regupasis, the unobservable inputs used to deriverdhile measurements at June 30,
2014 and December 31, 2014 were as follows:

Impaired loans Valuation Techniques Range of Unobservable Inputs

Commercial Appraisals of collateral value Adjustment for age of comparable sales, generally a
decline of 0% to 159

Commercial real estate Appraisals of collateral value Market capitalization rates between 8% and 12% kigtar
rental rates for similar properti
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(unaudited)

Note 7. Fair Value Measurements and Fair Value ofiRancial Instruments — (continued)

Fair Value Measurements at Reporting Date Usin

Quoted
Prices
in Active Significant Significant
Markets for Other Unobservable
Identical Observable
Assets measured at fair value on a nonrecurring June 30, Assets Inputs Inputs
basis: 2015 (Level 1) (Level 2) (Level 3)
Impaired loans (in thousands)
Commercia $ 3,51¢ $ — $ — $ 3,51¢
Commercial real esta 1,11 — — 1,11
Fair Value Measurements at Reporting Date Usin
Quoted
Prices
in Active Significant Significant
Markets for Other Unobservable
December 31 Identical Observable
Assets Measured at Fair Value on a N« Assets Inputs Inputs
Recurring Basis 2014 (Level 1) (Level 2) (Level 3)
Impaired loans (in thousands)
Commercia $ 27€ $ — $ — $ 27€
Commercial real esta 3,36¢ — — 3,36¢

The following methods and assumptions were usestimate the fair values of the Company’s assetsuored at fair value on a

non-recurring basis at June 30, 2015 and Decenmhex(3 4.

Impaired loans - Impaired loans at June 30, 2015 that required watiain allowance during 2015 were $5.6 million wathelated

valuation allowance of $891,000 compared to $3/8aniwith a related valuation allowance of $262)0&t December 31, 2014. Additional
provision for loan and lease losses of $185,000%629,000 for the three and six months ending 3015, respectively, and $110,000

and $222,000 three and six months ending June(3@L, 2espectively, were recorded.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)

Note 7. Fair Value Measurements and Fair Value ofiRancial Instruments — (continued)
Fair Value of Financial I nstruments

FASB ASC 825-10 requires all entities to discldse éstimated fair value of their financial instrurhassets and liabilities. For the
Company, as for most financial institutions, thgarity of its assets and liabilities are considefiedncial instruments as defined in FASB
ASC 825-10. Many of the Company’s financial instants, however, lack an available trading marketasacterized by a willing buyer and
willing seller engaging in an exchange transactibis. also the Company’s general practice anchinte hold its financial instruments to
maturity and not to engage in trading or sales/aiets except for loans held-for-sale and investiserturities available-for-sale. Therefore,
significant estimations and assumptions, as watirasent value calculations, were used by the Comnfma the purposes of this disclosure.

Cash and cash equivalentsThe carrying amounts of cash and short-term ingntmapproximate fair values.

FHLB stock - It is not practical to determine the fair valueFt{LB stock due to restrictions placed on its tranebility.

Investment securities heldto-maturity - The fair value of the Company’s investment se@sitield-to-maturity was primarily
measured using information from a third-party pricservice. If quoted prices were not availablie,falues were estimated primarily by
obtaining quoted prices for similar assets in &ctiarkets or through the use of pricing modelsases where there may be limited or less
transparent information provided by the Companlyigdtparty pricing service, fair value may be estted by the use of secondary pricing
services or through the use of non-binding thirdypbroker quotes.

Loans - The fair value of the Company’s loans was estimatediscounting the expected future cash flowsgiie current interest
rates at which similar loans would be made to heers with similar credit ratings and for the sammaining maturities. Loans were
segregated by types such as commercial, residamibtonsumer loans. Expected future cash flowe wejected based on contractual cash
flows, adjusted for estimated prepayments.

Noninterest-bearing deposits The fair value for noninterest-bearing depostsqual to the amount payable on demand at the
reporting date.

Interest-bearing deposits- The fair values of the Company’s interest-beadegosits were estimated using discounted cash flow
analyses. The discount rates used were basedemnaatrently offered for deposits with similar réenfiag maturities. The fair values of the
Company’s interest-bearing deposits do not takedohsideration the value of the Company’s longateglationships with depositors, which
may have significant value.

Borrowings and subordinated debentures The fair value of the Company’s borrowings and sdimated debentures were
calculated using a discounted cash flow approadreaplying discount rates currently offered basedveighted remaining maturities.

Accrued interest receivable/payable The carrying amounts of accrued interest approxarfeit value resulting in a level 2 or level
3 classification based on the level of the asséability with which the accrual is associated.
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(unaudited)

Note 7. Fair Value Measurements and Fair Value ofiRancial Instruments — (continued)

The following presents the carrying amount, faiueaand placement in the fair value hierarchyhef Company’s financial
instruments as of June 30, 2015 and December 34, 20

June 30, 2015

Financial assetl

Cash and cash equivalel
Investment securities availa-for-sale
Investment securities heto-maturity
Restricted investment in bank stoc
Loans held for sal

Net loans

Accrued interest receivab

Financial liabilities
Noninteres-bearing deposit
Interes-bearing deposit
Borrowings

Subordinated debentur
Derivatives

Accrued interest payab

December 31, 201.

Financial asset

Cash and cash equivalel
Investment securities availa-for-sale
Investment securities heto-maturity
Restricted investment in bank stoc
Net loans

Derivatives

Accrued interest receivab

Financial liabilities
Noninteres-bearing deposit
Interes-bearing deposit
Borrowings

Subordinated debentur
Accrued interest payab

Fair Value Measurements

Quoted
Prices in
Active Significant Significant
Markets for Other Unobservable
Identical Observable
Carrying Fair Assets Inputs Inputs
Amount Value (Level 1) (Level 2) (Level 3)
(in thousands)
$ 125,48. $ 125,48. $ 125,48. $ —  $ =
264,09¢ 264,09¢ 14,07( 250,02¢ —
232,55 237,20! 29,01¢ 189,52: 18,66¢
27,07¢ n/e n/e n/e n/e
124 124 124
2,747,80! 2,734,08; — — 2,734,08;
12,05¢ 12,05¢ 67 3,45¢ 8,53(
553,00¢ 553,00t 553,00¢ — —
2,016,22: 2,019,03 — 2,019,03 —
548,75¢ 552,75: — 552,75: —
55,15¢ 54,94 — 54,94 —
25C 25C — 25C —
4,42¢ 4,42¢ — 4,42¢ —
Fair Value Measurements
Quoted
Prices in
Active Significant Significant
Markets for Other Unobservable
Identical Observable
Carrying Fair Assets Inputs Inputs
Amount Value (Level 1) (Level 2) (Level 3)
(in thousands)
$ 126,84 $ 126,84 $ 126,84  $ —  $ —
289,53: 289,53: 13,19¢ 276,33: —
224,68 231,44! 29,18 183,48 18,77:
23,53t n/e n/e n/e n/e
2,524,48 2,538,41! — — 2,538,41!
48 48 — 48 —
11,70( 11,70( 68 3,67¢ 7,95¢
492,51! 492 51! 492,51! — —
1,983,09: 1,990,48. — 1,990,48. —
495,55! 505,64 — 505,64 —
5,15¢ 4,76¢ — 4,76¢ —
3,93( 3,93( — 3,93( —
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 7. Fair Value Measurements and Fair Value ofiRancial Instruments — (continued)

The fair value of commitments to originate loanestimated using the fees currently charged tor émtie similar agreements, taking
into account the remaining terms of the agreemamdisthe present creditworthiness of the countagsafor fixed-rate loan commitments,
fair value also considers the difference betweereat levels of interest rates and the committéelstalhe fair values of letters of credit and
lines of credit are based on fees currently chafgedimilar agreements or on the estimated cotroinate or otherwise settle the
obligations with the counterparties at the repgrtiate.

Changes in assumptions or estimation methodolag@&@shave a material effect on these estimated/éires.

The Company’s remaining assets and liabilities citare not considered financial instruments, hatébren valued differently than
has been customary with historical cost accountitmydisclosure of the relationship value of the @amy’s core deposit base is required by
FASB ASC 825-10.

Fair value estimates are based on existing balsimeet financial instruments, without attempting$timate the value of anticipated
future business and the value of assets and tiabilihat are not considered financial instruments.example, there are certain significant
assets and liabilities that are not considerechfira assets or liabilities, such as the brokersgevork, deferred taxes, premises and
equipment, and goodwill. In addition, the tax rdodfions related to the realization of the unrealigains and losses can have a significant
effect on fair value estimates and have not beesidered in the estimates.

Management believes that reasonable comparabéityden financial institutions may not be likely edio the wide range of
permitted valuation techniques and numerous estsnahich must be made, given the absence of asgisendary markets for many of the

financial instruments. This lack of uniform valumatimethodologies also introduces a greater dedregbfectivity to these estimated fair
values.

Note 8. Accumulated Other Comprehensive Income

Accumulated other comprehensive loss (net of taduae 30, 2015 and December 31, 2014 consistda dbllowing:

June 30, December 31,
2015 2014
(in thousands)

Net unrealized gain on investment securities alke-for-sale $ 3,66¢ $ 4,87¢
Cash flow hedg (14¢) 28
Unamortized component of securities transferrethfawvailable-for-sale to held-to

maturity (1,229 (1,309
Defined benefit pension and post-retirement plans (4,029 (4,615

Total accumulated other comprehensive loss $ (1,730 % (1,014

Note 9. Stock-Based Compensation

The Company’s stock-based compensation plans p&amnént Corporation common stock to be issued yekeployees and
directors of the Company and its subsidiaries. dpptens granted under the plans are intended &itber incentive stock options or non-
qualified options. Under the 2009 Equity IncentiRlan, a total of 303,615 shares are available fantgand issuance as of June 30, 2015. In
addition, a total of 114,327 shares remain avadlédal grant and issuance under Legacy ConnectQuigyqaans. Options may be exercised
with shares issued from Treasury shares, newlgdshares or a combination of both.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 9. Stock-Based Compensation — (continued)

Options have been granted to purchase common atdbk fair market value of the stock at the défgrant. Options granted to date
are exercisable after a three to five-year vegtigripd starting one year after the date of gradtgemerally expire ten years from the date of
grant. Restricted shares granted to date havetmgeshedule ranging from 1-3 years.

Stock-based compensation expense for share-bagetwpaawards is based on the grant date fair \edtimmated on the date of
grant. The Company recognizes compensation costidee shares expected to vest on a strdiightasis over the requisite service perio
the award, which is generally the option vestimgntef three years. The Company estimates the faréerate based on its historical
experience during the preceding seven fiscal years.

Under the principal stock-based compensation pthesCompany may also grant stock awards to ceetaiployees. Stock awards
are independent of option grants and are genesabject to forfeiture if employment terminates ptmthe release of any applicable
restrictions. During that period, ownership of iares cannot be transferred. Restricted stocktac# awards that are fully vested at the
time of grant have the same cash dividend and goights as other common stock and are considerbd turrently issued and outstanding.
The Company expenses the cost of stock awardshvididetermined to be the fair market value ofshares at the date of grant, ratably over
the period during which any restrictions lapse.

There were 97,544 and 50,203 restricted stock anautbtanding at June 30, 2015 and December 31, 28dpectively. These
awards were issued with an award price equal tonidudet price of the Company’s common stock oratlvard date and with a three year
vesting period. Forfeiture provisions exist for gmnel that separate employment before the vegérigd expires.

There were no shares of common stock underlyinppthat were granted during the three and sixthsoended June 30, 2015 and
2014, respectively.

Options activity under the stock-based compensatians as of June 30, 2015 and changes duringxmeomiths ended June 30,
2015 were as follows:

Weightec-
Weighted- Average
Average Remaining Aggregate
Exercise Contractual Intrinsic
Shares Price Term (Years) Value
Outstanding at December 31, 2( 882,65 $ 5.6t
Exercisec (339,33) $ 4.1€
Canceled/expire —
Forfeited (4,73)
Outstanding at June 30, 2015 538,59. $ 6.51 3.67 $ 8,087,71
Exercisable at June 30, 2015 533,79 $ 6.4= 3.64 $ 8,052,73

The aggregate intrinsic value of options aboveasgnts the total pre-tax intrinsic value (the défece between the Company’s
closing stock price on the last trading day ofsheond quarter of 2015 and the exercise pricejphiat by the number of in-the-money
options) that would have been received by the agimders had all option holders exercised thefiomg on June 30, 2015. This amount
changes based on the fair value of the Compangtkst
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 9. Stock-Based Compensation — (continued)

In conjunction with the plans above, the Comparantgd restricted shares to certain executive affid@ompensation expense is
recognized over the vesting period of the awardeth@n the fair value of the stock at issue ddte.fair value of the stock granted was bz
on the closing market price of the Company’s commtock as of the grant date. Generally, grantestficted shares to date vest one-third,
each, on the first, second and third anniversarfi¢se grant date.

Weighted-

Average

Nonvested Grant Date

Shares Fair Value
Nonvested at December 31, 2C 50,20: $ 11.7¢
Grantec 67,90¢ 18.5(C
Vested (20,56%) 10.7¢
Forfeited/cancelled/expired — —
Outstanding at June 30, 2015 97,54« $ 16.6-

As of June 30, 2015, there was approximately $IBd@Qotal unrecognized compensation expense melati unvested stock optior
As of June 30, 2015, there was approximately $1080lof total unrecognized compensation expensgimglto unvested restricted stock
awards. These costs are expected to be recognieed aveighted average period of 1.8 years.

On April 30, 2015, the Company granted to varioeg &mployees performance unit awards (which assiflad as equity awards),
with each unit entitling the holder to one shar¢hef Company’s common stock contingent upon the g2omym meeting or exceeding certain
return on asset targets over the course of a freaeperiod ending April 30, 2018. Under the agreetnand assuming the Company has met
or exceeded the applicable targets, grants of paéioce unit awards will vest on the third annivers# the grant date or on an earlier date in
the event of a change in control, as defined irgilamt agreement. At June 30, 2015, the specifichar of shares related to performance unit
awards that were expected to vest was 94,585, rdigted by actual performance in consideration ofetsiiablished range of the performance
targets, which is consistent with the level of exgeecurrently being recognized over the vestingpdeShould this expectation change,
additional compensation expense could be recordédure periods or previously recognized expemagdche reversed. The maximum
amount of performance unit awards is 113,502.

A summary of the status of unearned performanceawards and the change during the period is pteden the table below:

Weighted-

Average

Grant Date

Shares Fair Value
Unearned at April 30, 201 94,58! $ 19.4¢
Awarded — —
Forfeited — —
Expired — —
Unearned at June 30, 2015 94 ,58¢ $ 19.4¢

The Company recognized $102,000 in compensatiateetko the performance units for the quarter eddee 30, 2015. As of June
30, 2015, there was approximately $1,789,000 ofcognized compensation expense related to uneperfatmance units. These costs are
expected to be recognized over a period of 2.8syear
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(Unaudited)

Note 10. Components of Net Periodic Pension Cost
The Company maintained a non-contributory definexdit pension plan for substantially all of itsgoyees until March 31, 2007,

at which time the Company froze the plan. The feilg table sets forth the net periodic pension obshe Company’s pension plan for the
periods indicated.

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
(in thousands)

Interest cos $ 12¢ $ 144 $ 267 $ 28¢
Expected return on plan ass (127 (149 (264) (29¢)
Net amortizatior 10¢ 56 21€ 112
Recognized settlement loss 11% — 56& —
Net periodic pension cost $ 22E $ 51 $ 784 $ 10z

Net actuarial gain $ (261) $ — $ (1,009 $ (1,28))
Total recognized in other comprehensive incom $ (261) $ — $ (1,009 $ (1,281)
Total recognized in net expense and OCI (before1  $ (36) $ 51 $ (219 $ (1,179

Contributions

The Company contributed $2.0 million to its Penslonst during the second quarter of 2015. The Complwes not plan on
contributing additional amounts to the Pension Tfoisthe remainder of 2015. The trust is estallisto provide retirement and other bene
for eligible employees and their beneficiaries. pdot of the trust assets may be applied to anygsarpther than providing benefits under the
plan and for defraying expenses of administerimgptlan and the trust.

Note 11. FHLB and other borrowings
The Company’s FHLB and other borrowings and weidlateerage interest rates are summarized below:

June 30, 201¢ December 31, 201.
Amount Rate Amount Rate
(in thousands)

By type of borrowing

FHLB borrowings $ 533,75¢ 12(% $ 464,55! 1.1&%
Repurchase agreements 15,00( 5.95% 31,00( 5.9(%
Total borrowings $ 548,75t 1.3% $ 495 55; 1.48%
By remaining period to maturit
One year or les $ 252,75¢ 0.5(% 258,55: 0.5(%
One to two year 85,00( 1.22% 30,00( 1.4(%
Two to three year 56,00( 2.7% 71,00( 2.3%
Three to four year 90,00( 1.8% 96,00( 2.61%
Four to five year: 25,00( 1.85% — —
Greater than five years 40,00( 3.4%% 40,00( 3.42%
Total borrowings $ 548,75¢ 13% $ 495,55! 1.4%

The FHLB borrowings are secured by pledges of cedallateral, including but not limited to U.S.yw@nment and agency
mortgage-backed securities and a blanket assignofiepialifying first lien mortgage loans, consigtiof both residential mortgages and
commercial real estate loans.
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Note 11. FHLB and other borrowings — (continued)

The Company has entered into agreements under \ithiak sold securities subject to an obligatiorefaurchase the same or similar
securities. Under these arrangements, the Compamytnansfer legal control over the assets butrgtillin effective control through an
agreement that both entitles and obligates the @omnfo repurchase the assets. The obligation trcbpse the securities is reflected as a
liability in the Company’s consolidated statemeitandition, while the securities underlying thewsties sold under agreements to
repurchase remain in the respective asset accandtare delivered to and held as collateral byl tharty trustees.

Three of the FHLB notes ($2,500,000 and $7,500¢20h due April 2, 2018, and $5,000,000 due July2@&8) contain a convertit
option which allows the FHLB, at quarterly intersalo convert the fixed convertible advance inwaeement funding for the same or lesser
principal based on any advance then offered by-tieB at its current market rate. The Company hasottion to repay these advances, if
converted, without penalty. The remaining advarasegpayable at stated maturity, with a prepaymenalby for fixed rate advances. All
FHLB advances are fixed rate while the REPOs arabig rate advances. The advances at June 30,v@&Eccollateralized by
approximately $1,083 million of commercial mortgdgans, net of required over collateralization amteuunder a blanket lien arrangement.
At June 30, 2015 the Company had remaining borrgwapacity of approximately $550 million.

On June 30, 2015, the Company extinguished $1800&f repurchase agreements with a variable isiteate, which was currently
capped at 5.85% and a maturity of 3.2 years. €heg were putable at the option of the holder.répgayment penalty of $2.4 million
associated with the extinguishment was recordenbtonterest expense.

Note 12. Subordinated Debentures

During 2003, the Company formed a statutory busitesst, which exists for the exclusive purposé@)aksuing Trust Securities
representing undivided beneficial interests inabkgets of the Trust; (ii) investing the gross pedseof the Trust securities in junior
subordinated deferrable interest debentures (sutaiedi debentures) of the Company; and (iii) engagi only those activities necessary or
incidental thereto. On December 19, 2003, CenteicBgo Statutory Trust Il, a statutory businessttamsl wholly-owned subsidiary of the
Parent Corporation issued $5.0 million of, MMCapital securities to investors due on January @342The capital securities presently
qualify as Tier | capital. The trust loaned theqaeds of this offering to the Company and receimezkchange $5.2 million of the Parent
Corporation’s subordinated debentures. The subatelihdebentures are redeemable in whole or irppartto maturity. The floating interest
rate on the subordinate debentures is three-mdBOR plus 2.85% and reprices quarterly. The ratiuae 30, 2015 was 3.13%. These
subordinated debentures and the related incometetiee not eliminated in the consolidated finarst@ements as the statutory business
is not consolidated in accordance with FASB ASC-8Q0Distributions on the subordinated debenturesenl by the subsidiary trust have
been classified as interest expense in the CormgetidStatements of Income.

The following table summarizes the mandatory reddsentrust preferred securities of the Companyadusory Trust Il at June 30,
2015 and December 31, 2014.

Securities Redeemable by
Issuance Dat Issued Liguidation Value Coupon Ratt Maturity Issuer Beginnin
12/19/2003 $ 5,000,00 $1,000 per Capital Security Floating 3month LIBOR 01/23/2034 01/23/2009

+ 285 Basis Point

During June 2015, the Corporation issued $50 mililoaggregate principal amount of fixed-to-flogtirate subordinated notes (the
“Notes”) to certain institutional investors. The tds are non-callable for five years, have a statatlirity of July 1, 2025, and bear interest at
a fixed rate of 5.75% per year, from and includinge 30, 2015 to, but excluding July 1, 2020. Famah including July 1, 2020 to the
maturity date or early redemption date, the inten@te will reset quarterly to a level equal to then current threeonth LIBOR rate plus 3¢
basis points. There were an estimated $900,000sts celated to the debt issuance that are beingtized over a weighted average period of
5 years.

The net proceeds from the sale of the Notes wilided to redeem $11.3 million outstanding of itsi@Noncumulative Perpetual
Preferred Stock, issued in 2011, to the U.S. Tryasnder the Small Business Lending Fund Prograhiclhwwill be paid by January 1, 2016,
and for general corporate purposes, which inclitledCorporation contributing $35 million of the mebceeds to the Bank in the form of
common equity.

In connection with the issuance of the Notes, thenfany obtained ratings from Kroll Bond Rating Aggii‘KBRA”"). KBRA
assigned investment grade ratings of BBB- for tbenfany’s subordinated debt and a senior deposigraf BBB+ for the Bank.
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

The purpose of this analysis is to provide the eeadth information relevant to understanding asgessing the Company’s results
of operations for the periods presented hereirfimaticial condition as of June 30, 2015 and Decear8lhe2014. In order to fully understand
this analysis, the reader is encouraged to revievconsolidated financial statements and accompgmates thereto appearing elsewhere in
this report.

Cautionary Statement Concerning Forward-Looking Staements

This report includes forward-looking statementdwnitthe meaning of Sections 27A of the Securities @ 1933, as amended, and
21E of the Securities Exchange Act of 1934, as a®eénthat involve inherent risks and uncertainfidgs report contains certain forward-
looking statements with respect to the financialdition, results of operations, plans, objectifatyre performance and business of
ConnectOne Bancorp Inc. and its subsidiaries, dintystatements preceded by, followed by or theltishe words or phrases such as
“believes,” “expects,” “anticipates,” “plans,” “tngl,” “objective,” “continue,” “remain,” “pattern” osimilar expressions or future or
conditional verbs such as “will,” “would,” “shoultf;could,” “might,” “can,” “may” or similar expresi®ns. There are a number of important
factors that could cause future results to diffatenally from historical performance and thesenviand-looking statements. Factors that might
cause such a difference include, but are not lgitibe (1) competitive pressures among depositasiitirtions may increase significantly; (2)
changes in the interest rate environment may rethtesest margins; (3) prepayment speeds, loannatign and sale volumes, charge-offs
and loan and lease loss provisions may vary sutisligrirom period to period; (4) general econoroanditions may be less favorable than
expected; (5) political developments, sovereigr gebblems, wars or other hostilities may disrupinarease volatility in securities markets
or other economic conditions; (6) legislative agukatory changes or actions may adversely affecbtisinesses in which ConnectOne
Bancorp is engaged, including, without limitatitime Dodd-Frank Wall Street Reform and Consumere@tmin Act of 2010 and regulations
issued thereatfter; (7) changes and trends in theises markets may adversely impact ConnectOne&a; (8) a delayed or incomplete
resolution of regulatory issues could adverselyaatglanning by ConnectOne Bancorp; (9) the impaateputation risk created by the
developments discussed above on such matters messigeneration and retention, funding and liquidould be significant; and (10) the
outcome of regulatory and legal investigations prateedings may not be anticipated. Further inféionaon other factors that could affect
the financial results of ConnectOne Bancorp isudet in Item 1A. of ConnectOne Bancorp’s Annual &tepn Form 10-K and in
ConnectOne Bancorp’s other filings with the Sedesiand Exchange Commission. These documents ailalale free of charge at the
Commission’s website at http://www.sec.gov andfonf ConnectOne Bancorp, Inc.

Critical Accounting Policies and Estimates

The accounting and reporting policies followed yn@ectOne Bancorp, Inc. and its subsidiaries (ctllely, the “Company”)
conform, in all material respects, to U.S. gengraticepted accounting principles. In preparingcihresolidated financial statements,
management has made estimates, judgments and demsripat affect the reported amounts of assetdiahilities as of the dates of the
consolidated statements of condition and for thépgs indicated in the consolidated statementgefations. Actual results could differ
significantly from those estimates.

The Company’s accounting policies are fundamentahderstanding Management’s Discussion and AraysD&A") of
financial condition and results of operations. Twmpany has identified the determination of thevadince for loan and lease losses, the
other-than-temporary impairment evaluation of sities; the evaluation of the impairment of goodwifid the evaluation of deferred tax
assets to be critical because management must snajective and/or complex judgments about matteasdre inherently uncertain and cc
be most subject to revision as new information bez®available. Additional information on these giet is provided below.

Allowance for loan and lease losses and Related Provision

The allowance for loan and lease losses represmnriagement’s estimate of probable credit lossesrémtt in the loan portfolio.
Determining the amount of the allowance for load kease losses is considered a critical accoumtitignate because it requires significant
judgment and the use of estimates related to trratand timing of expected future cash flows opaired loans, estimated losses on p
of homogeneous loans based on historical loss xmer, individual credit situation and considenatid current economic trends and
conditions, all of which may be susceptible to gigant change. The loan portfolio also represéinslargest asset type on the consolidated
statements of condition.

The evaluation of the adequacy of the allowancddan and lease losses includes, among other &a@oranalysis of historical loss
rates by loan category applied to current loarigotdéowever, actual loan and lease losses maydiehr lower than historical trends, which
vary. Actual losses on specified problem loanscwhilso are provided for in the evaluation, mayJyesm estimated loss percentages, which
are established based upon a limited number ohfiatdoss classifications.
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The allowance for loan and lease losses is esteolithrough a provision for loan and lease loskasged to expense. Management
believes that the current allowance for loan aagdddosses will be adequate to absorb loan ane lesses on existing loans that may become
uncollectible based on the evaluation of known imhérent risks in the loan portfolio. The evaluattakes into consideration such factors as
changes in the nature and size of the portfolieral portfolio quality, and specific problem loagisd current economic conditions which r
affect the borrowers’ ability to pay. The evaluataso details historical losses by loan categad/tae resulting loan and lease loss rates
which are projected for current loan total amoubtss estimates for specified problem loans are @ddsailed. All of the factors considered in
the analysis of the adequacy of the allowancedan land lease losses may be subject to changbeTextent actual outcomes differ from
management estimates, additional provisions far bvad lease losses may be required that could imiatexdversely impact earnings in fut
periods. Additional information can be found in Bldt of the Notes to Consolidated Financial Statésien

Other-Than-Temporary Impairment of Investment Securities

Investment securities are evaluated on at leasteerly basis, and more frequently when marketltmms warrant such an
evaluation, to determine whether a decline in thalue is other-than-temporary. FASB ASC 320-1@&B&ifies the interaction of the factors
that should be considered when determining whethdabt security is other—than-temporarily impaifeat. debt securities, management
assesses whether (a) it has the intent to sefidberity and (b) it is more likely than not thawitl be required to sell the security prior to its
anticipated recovery.

In instances when a determination is made thatler-dhan-temporary impairment exists but the itmedoes not intend to sell the
debt security and it is not more likely than naitth will be required to sell the debt securityoptto its anticipated recovery, the other-than-
temporary impairment is separated into (a) the amofithe total other-than-temporary impairmenatedl to a decrease in cash flows
expected to be collected from the debt security ¢tedit loss) and (b) the amount of the total ethan-temporary impairment related to all
other factors. The amount of the total other-tremgorary impairment related to the credit losg@gnized in earnings. The amount of the
total other-than-temporary impairment related ta#ier factors is recognized in other comprehangicome.

Fair Value of Investment Securities

FASB ASC 820-10-35 clarifies the application of girevisions of FASB ASC 820-10-05 in an inactiverket and how an entity
would determine fair value in an inactive markdieTCompany applies the guidance in FASB ASC 82@8.0+hen determining fair value f
the Company’s private label collateralized mortgagkgations, pooled trust preferred securities sindle name corporate trust preferred
securities. See Note 8 of the Notes to Consolidabeancial Statements for further discussion.

FASB ASC 820-10-65 provides additional guidancedstimating fair value in accordance with FASB ASZD-10-05 when the
volume and level of activity for the asset or liabihave significantly decreased. This ASC alsdudes guidance on identifying
circumstances that indicate a transaction is raéry.

Goodwill

The Company adopted the provisions of FASB ASC B80which requires that goodwill be reported sefegftamm other intangible
assets in the Consolidated Statements of Conditiohnot be amortized but rather tested for impaitraenually or more frequently if
impairment indicators arise. No impairment charges weemed necessary.

Income Taxes

The objectives of accounting for income taxes anetognize the amount of taxes payable or refuedabthe current year and
deferred tax liabilities and assets for the futaseconsequences of events that have been recdgniaa entity’s financial statements or tax
returns. Judgment is required in assessing thegftiéx consequences of events that have been iigedgn the Company’s consolidated
financial statements or tax returns.

Fluctuations in the actual outcome of these futareconsequences could impact the Company’s cafaeli financial condition or
results of operations. Note 12 of the Notes to Gbdated Financial Statements included in the Camsa2014 Form 10-K includes
additional discussion on the accounting for incdenees.
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Operating Results Overview

On July 1, 2014, the merger of equals with Centard®rp, Inc. and legacy ConnectOne was compleed‘flerger”). Accordingly,
first quarter 2015 results reflect the operatiohthe combined entity, whereas, historical finahziormation prior to July 1, 2014 includes
only the operations of Center Bancorp, Inc., tlgale@nd accounting acquirer in the transactionJ@wn 1, 2014, the combined company
changed its name to ConnectOne.

Net income available to common stockholders forttliee months ended June 30, 2015 amounted to $1illidn compared to $4.4
million for the comparable three-month period endede 30, 2014. The Compasyliluted earnings per share were $0.35 for theethtonth
ended June 30, 2015 as compared with diluted eggmiar share of $0.26 for the same three montR6 4.

Net income available to common stockholders forsikenonths ended June 30, 2015 amounted to $2illiBmtompared to $8.7
million for the comparable six-month period endade) 30, 2014. The Company'’s diluted earnings parestvere $0.69 for the six months
ended June 30, 2015 as compared with diluted eggmar share of $0.53 for the first six months @4

Net Interest Income and Margin

Net interest income is the difference betweentiterést earned on the portfolio of earning asgetadipally loans and investments)
and the interest paid for deposits and borrowindch support these assets. Net interest incompeeigented on a tax-equivalent basis by
adjusting tax-exempt income (primarily interestrea on obligations of state and political subdosisi) by the amount of income tax which
would have been paid had the assets been investarable issues. Net interest margin is definegeasnterest income on a tax-equivalent
basis as a percentage of total average interesingaassets.

Fully taxable equivalent (“FTE") net interest incerfor the three and six months ended June 30, R@i&ased to $29.3 million and
$58.2 million , respectively, from $12.3 million@&®$24.5 million for the three and six months endede 30, 2014, respectively. The increase
was primarily due to an increase in interest-egm@ssets and a widening of the net interest maeginiting from the Merger. Average
interest earnings assets increased to $3.3 béliwh$3.2 billion for the three and six months endieae 30, 2015, respectively, from $1.5
billion for both the three and six months endedeJ8@, 2014. Net interest margin widened to 3.60%363% for three and six months en
June 30, 2015, respectively, from 3.29% and 3.28%Hfe three and six months ended June 30, 2014ntéeest income during the three and
six months ended June 30, 2015 was positively inggldoy $1.5 million and $3.3 million, respectivedf,accretion and amortization of
purchase accounting adjustments.
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The following tables, “Average Statements of Caoditwith Interest and Average Rates”, presentlierthree and six months ended
June 30, 2015 and 2014, the Company’s averagesalabilities and stockholders’ equity. The Comyamet interest income, net interest
spread and net interest margin are also reflected.
Average Statements of Condition with Interest and Aerage Rates

Three Months Ended June 30

2015 2014
Interest Interest
Average Income/ Average Average Income/ Average
Balance Expense Rate (7) Balance Expense Rate (7)

(dollars in thousands)
Interest-earning assets:

Investment securities (1) ( $ 49580 $ 4,11¢ 3.32% $ 492,63 $ 4,32¢ 3.51%
Loans (2) (3) (4 2,689,52! 30,38( 4.5% 989,45 10,56 4.271%
Federal funds sold and interest bearing with bi 54,08’ 41 0.3(% — —%
Restricted investment in bank stock 26,96¢ 28( 4.16% 9,21( 97 4.272%
Total interest-earning assets 3,266,38: 34,81¢ 428  1,491,29 14,98¢ 4.02%
Allowance for loan and lease loss (16,467 (10,567
Noninterest earning asse 301,67¢ 176,89¢
Total liabilities and stockholders’ equity $3,551,59 $1,657,44
Interest-bearing liabilities:
Money market deposi $ 660,48 $  68¢ 0.42% $ 39591. $ 491 0.5(%
Savings deposil 218,84! 157 0.2¢% 161,52. 124 0.31%
Time deposit: 748,78( 2,131 1.14% 173,54. 383 0.8¢%
Other interest-bearing deposits 347,06¢ 324 0.37% 350,76: 303 0.35%
Total interest-bearing deposits 1,975,17. 3,301 0.6% 1,081,73 1,301 0.4&%
Borrowings 565,09« 2,11( 1.5(% 150,93: 1,39: 3.6%%
Capital least 2,961 44 5.9¢% — — —%
Subordinated debentures 5,70 48 3.3t% 5,15¢ 39 3.02%
Total interest-bearing liabilities 2,548,93. 5,50z 0.8% 1,237,822 2,73 0.88%
Demand deposil 510,36¢ 228,87
Other liabilities 28,29: 14,18t¢
Total noninterest-bearing liabilities 538,66( 243,06:
Stockholders’ equity 464,00« 176,55!
Total liabilities and stockholders’ equity $3,551,59 $1,657,44
Net interest income (tax equivalent ba: 29,31¢ 12,25:
Net interest spread (! 3.41% 3.14%
Net interest margin (€ 3.6(% 3.2¢%
Tax equivalent adjustment (63¢) (584
Net interest incom $ 28,67¢ $ 11,66¢

(1) Average balances are based on amortized

(2) Interest income is presented on a tax equivalesishesing 35% federal tax ra

(3) Includes loan fee incom

(4) Loans include nonaccrual loat

(5) Represents difference between the average gieldterest earning assets and the average cogeodst bearing liabilities and is
presented on a tax equivalent ba

(6) Represents net interest income on a tax equivhkesis divided by average total inte-earning asse!

(7) Rates are annualize
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Average Statements of Condition with Interest and Aerage Rates

Interest-earning assets:
Investment securities (1) (
Loans (2) (3) (4
Restricted investment in bank stor
Federal funds sold and interest bearing with banks
Total interest-earning assets
Allowance for loan and lease los:
Noninterest earning asse
Total liabilities and stockholders’ equity

Interest-bearing liabilities:

Money market deposi

Savings deposil

Time deposit:

Other interest-bearing deposits
Total interest-bearing deposits

Borrowings
Capital least
Subordinated debentures
Total interest-bearing liabilities

Demand deposil
Other liabilities

Total noninterest-bearing liabilities
Stockholders’ equity

Total liabilities and stockholders’ equity

Net interest income (tax equivalent ba:
Net interest spread (!

Net interest margin (€

Tax equivalent adjustment

Net interest incom

(1) Average balances are based on amortized

Six Months Ended June 30

2015 2014
Interest Interest
Average Income/ Average Average Income/ Average
Balance Expense Rate (7) Balance Expense Rate (7)
(dollars in thousands)
$ 502,82¢ $ 8,38 3.31% $ 509,48 $ 9,00 3.54%
2,630,86! 59,83: 4.5¢% 976,34 20,75( 4.25%
65,05: 84 0.2¢% — — —%
26,120 50C 3.8t% 9,09¢ 21C 4.62%
3,224,86! 68,80« 4.2%  1,494,93 29,96 4.01%
(15,617 (10,559
300,18! 182,75
$3,509,44. $1,667,13.
$ 68384 $ 1,411 042% $ 41290 $ 1,011 0.4<%
220,71¢ 31¢ 0.2¢% 162,06¢ 25C 0.31%
719,05( 3,94¢ 1.11% 172,35: 751 0.87%
348,34: 647 0.3% 350,06! 60t 0.35%
1,971,95 6,32¢ 0.65% 1097,39I 2,615 0.48%
549,65¢ 4,07¢ 1.5(% 148,72¢ 2,76¢€ 3.72%
2,97¢ 89 6.02% — — —%
5,431 88 3.21% 5,15¢ 77 3.01%
2,530,02: 10,58: 0.8  1,251,27. 5,46( 0.87%
496,01« 227,15(
24,26¢ 13,83¢
520,28 240,98:
459,13¢ 174,87
$3,509,44. $1,667,13.
58,221 24,50°
3.45% 3.14%
3.65% 3.28%
(1,259 (1,229
$ 56,97( $ 23,27¢

(2) Interestincome is presented on a tax equivalesishesing 35% federal tax ra

(3) Includes loan fee incom
(4) Loans include nonaccrual loai

(5) Represents difference between the average greldterest earning assets and the average cogeodst bearing liabilities and is

presented on a tax equivalent ba

(6) Represents net interest income on a tax equivhkesis divided by average total inte-earning asse!

(7) Rates are annualize
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Noninterest Income

Noninterest income totaled $3.4 million in the setquarter of 2015, an increase of $1.7 milliomfr$1.7 million in the comparak
prior-year quarter. The increase was primarily ttuan insurance recovery of $2.2 million relatiog wire fraud loss of $2.4 million which
occurred and was recorded in fourth quarter of 20ll4e positive variance from the recovery wasaiffsy declines in service fee income of
$0.3 million, annuity and insurance commission$@flL million and net gains on sale of loans hetdstde of $0.1 million. Net securities
gains were $0.2 million and $0.6 million for thesed quarter of 2015 and 2014, respectively.

Noninterest income includes bank-owned life insoeaimcome, deposit and loan fees, annuities aadngurance commissions, and
gains on sales of residential mortgages in therstary market and represents a relatively smaligodf the Bank’s total revenue. Although
management intends to continue its strategy ofdeh@sizing service charges in order to attract aegvretain existing clients, it expects fee
income to increase modestly in future periods.

Noninterest income totaled $5.0 million for the siwnths ended June 30, 2015, an increase of $Ui8mfrom $4.2 million in the
comparable prior-year period. The increase wasgnily due to the aforementioned insurance recowéf2.2 million, partially offset by a
$1.3 million decrease in net securities gains a$itl.& million decrease in deposit, loan and otheotine.

Noninterest Expense

Noninterest expenses for the second quarter of 2@t& $15.0 million, an $8.2 million, or 122.0%ciiease from $6.7 million in the
second quarter of 2014, and were $27.6 milliorthierfirst six months of 2015, a $13.4 million, &.8%, increase from $14.2 million in the
first half of 2014. The largest factors contribgtito the increase were salaries and employee berefiense, which increased by $3.8 and
$7.1 million to $6.9 million and $13.6 million ihé second quarter and first six months of 201%ee$vely, and occupancy and equipment
expense, which increased by $1.0 and $2.0 miltbadit8 million and $3.9 million in the second qearind first six months of 2015,
respectively. These increases were primarily dubedvierger with Legacy ConnectOne on July 1, 2@dch approximately doubled the
size of the Company. During the quarter ended 3002015, the Company also repurchased $16.0 mitigrincipal amount of high cost
puttable borrowings which resulted in a loss ont@etinguishment of $2.7 million.

Income Taxes

Income tax expense was $5.1 million and $10.1 onilfor the three and six months ended June 30,,28%pectively, compared w
$2.0 million and $3.6 million for the three and smonths ended June 30, 2014. The effective tas tagze 32.5% for both the second quarter
and first six months of 2015, compared with 31.294 29.1%, for the second quarter and first six meiwf 2014, respectively.

Financial Condition

Loan Portfolio

Commercial lending is the Company’s primary bussnadivity. The Company’s loan portfolio consistsommercial, residential
and consumer loans, serving the diverse client ipeis® market area. The composition of the Compmpygrtfolio remains relatively constant
but can change due to factors such as the ecoratimiate, the level and fluctuations in interesegtreal estate values and employment
metrics. Organic growth (i.e., growth other tharotlgh mergers and acquisitions) is generated thrbuginess development, repeat client
requests for new financings, penetration into éxgsinarkets and entry into new markets.

The Company seeks to create growth in commeraiditg by offering client-focused products, competifpricing and by
capitalizing on the positive trends in its marketaa Products offered are designed to meet thadiabrequirements of the Compasyclients
It is the objective of the Company’s credit polgie diversify the commercial loan portfolio to ltraoncentrations in any single segment.
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The following table sets forth the composition af toan portfolio, excluding loans held for salg,tipe of loan at the periods
indicated.

Dollar
June 30, 201¢ December 31, 201 Change
Amount % Amount % 2015 vs. 201
(dollars in thousands)

Commercia $ 568,96 205%  $ 499,81t 197%  $ 69,15:¢
Commercial real esta 1,751,39. 63.2 1,634,51 64.4 116,88(
Commercial constructio 220,26 8.C 167,35¢ 6.6 52,90¢
Residential real esta 224,13: 8.1 234,96 9.2 (10,837
Consumer 2,45¢ 0.1 2,87¢ 0.1 (425
Gross loans $ 2,767,21 100.% $ 2,539,53 100.(%  $ 227,68:

At June 30, 2015, total loans amounted to $2.8hillan increase of $0.2 billion, or 9.0%, as coragddo December 31, 2014. Net
loan growth was primarily attributable to origindteulti-family ($93 million), commercial and induistl (“C&I”) ($76 million) and
construction ($42 million). Management’s currertent is to maintain a multi-family portfolio condeation in the 25-30% range, while
growing the C&I and construction segments. The ghaw loans was funded with increases in depasds,owings and subordinated debt. At
June 30, 2015, acquired loans remaining in the pmatfolio totaled $1.1 billion, compared to $1iflibn as of December 31, 2014.

Allowance for Loan and lease Losses and related Rnsion

The purpose of the allowance for loan and leass=péhe “ALLL”") is to establish a valuation allomee for probable incurred losses
in the loan portfolio. Additions to the ALLL are mh@ through provisions charged against current ¢ipasaand through recoveries made on
loans previously charged off. The ALLL is maintadret an amount considered adequate by managemgritvide for probable credit losses
inherent in the loan portfolio based upon histdricases and a periodic evaluation of external gartfolio risk factors. In establishing an
appropriate ALLL, an assessment of the individualtwers, a determination of the value of the ulyiley collateral, a review of historical
loss experience and an analysis of the levelsramdi$ of loan categories, delinquencies and proldams are considered. Such factors as the
level and trend of interest rates and current eeoniconditions and peer group statistics are asgewed. The Company’s analysis of its
ALLL also takes into consideration the potentiapewt that current trends may have on the Compdmyri®wer base.

Although management uses the best information @viai] the level of the allowance for loan and ldasses remains an estimate,
which is subject to significant judgment and shertn change. Various regulatory agencies, as agriak part of their examination process,
periodically review the Company’s allowance fordamnd lease losses. Such agencies may requireothpaly to increase the ALLL based
on their analysis of information available to thahthe time of their examination. Furthermore, tiggority of the Company’s loans are
secured by real estate in the State of New JeFagyre adjustments to the ALLL may be necessarytd@eonomic factors impacting New
Jersey real estate and the economy in generaklbdasvwperating, regulatory and other conditioegdmd the Company’s control.

At June 30, 2015, the level of the allowance wagSillion as compared to $14.2 million at Decem®® 2014. Provisions to the
allowance for the three and six months ended JOn2@L5 totaled $1.6 million and $3.4 million, respvely, compared to $0.3 and $0.9
million for the same periods in 2014. The incretstihe three and six months ended June 30, 20f&faply resulted from higher loan growth
and the maturity and extension of the acquiredfplistioans. There were $3 thousand and $55 thalisahcharge-offs during the three
months and six months ended June 30, 2015, regplycttompared to $92 thousand and $417 thousandtinharge-offs for the three month
and six months ended June 30, 2014, respectivhly allowance for loan and lease losses as a pagmenf total loans amounted to 0.63% at
June 30, 2015 compared to 0.56% at December 34, &0d 1.08% at June 30, 2014.

The level of the allowance for the respective pmsiof 2015 and 2014 reflects the credit qualityhimithe loan portfolio, the loan
volume recorded during the periods, the changimgpmsition of the commercial and residential retdtesloan portfolios and other related
factors. In management’s view, the level of the Aldt June 30, 2015 is adequate to cover lossesanhim the loan portfolio. Management’
judgment regarding the adequacy of the allowanost@tates ¢‘Forward-Looking Statement” under the Private Sdims Litigation Reform
Act of 1995. Actual results could differ materiaflpm management’s analysis, based principally uperfactors considered by management
in establishing the allowance.

46



Changes in the allowance for loan and lease lagepresented in the following table for the pesiodicated.

Six Months Ended

June 30,
2015 2014
(dollars in thousands)

Average loans for the peric $ 2,630,86 $ 976,34¢
Loans receivable at end of peri 2,765,28! 1,006,25!
Analysis of the Allowance for loan and lease los
Balance- beginning of yea $ 14,16( $ 10,33
Chargeoffs:

Commercia (100 (339)

Commercial real esta (282) —

Residential real esta — (90)

Consumer (13 )

Total charg-offs (39%) (430

Recoveries

Commercia 10 —

Commercial real esta 327 —

Residential real esta 2 11

Consumer 1 2

Total recoveries 34C 13

Net charg-offs (55) (417)
Provision for loan and lease losses 3,37¢ 90¢
Balance - end of period $ 17,48( $ 10,82¢
Ratio of annualized net charoffs during the period to average loans duringpéeod —% 0.0¢%
Allowance for loan and lease losses as a perceotalfloans 0.6%% 1.06%

Asset Quality

The Company manages asset quality and credit yiskdintaining diversification in its loan portfoland through review processes
that include analysis of credit requests and orggekamination of outstanding loans, delinquenaesl, potential problem loans, with
particular attention to portfolio dynamics and mihe Company strives to identify loans experiendifficulty early enough to correct the
problems, to record charge-offs promptly basedeatfistic assessments of current collateral valndscash flows, and to maintain an
adequate allowance for loan and lease lossestianab.

It is generally the Company’s policy to discontirinterest accruals once a loan is past due asdrest or principal payments for a
period of ninety days. When a loan is placed oragorual status, interest accruals cease and uotalaccrued interest is reversed and
charged against current income. Payments receivexdionaccrual loans are generally applied agaimstipal. A loan may be restored to an
accruing basis when all past due amounts have d¢mletted. Loans past due 90 days or more whiclbatte well-secured and in the process
of collection may remain on an accrual basis.

Nonperforming assets include nonaccrual loans #mer oeal estate owned. Nonaccrual loans représang on which interest
accruals have been suspended. In general, it isdiey of management to consider the charge-offrafollectible amounts of loans at the
point they become past due 90 days. Performindteoudebt restructured loans represent loans t@Wwers experiencing financial
difficulties on which a concession was grantedhsag a reduction in interest rate below the cunmeantket rate for new debt with similar risks
or modified repayment terms, and are performingeutile restructured terms.
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The following table sets forth, as of the datesdated, the amount of the Compasyionaccrual loans, other real estate owned,
90 days or more past due and still accruing, penifog troubled debt restructured loans and the gagramount of the purchasededil
impaired loans.

June 30, December 31
2015 2014
(in thousands)

Nonaccrual loan $ 12,14t $ 11,61(
Other real estate owned 1,56¢ 1,10¢
Total nonperforming assets $ 13,70¢ $ 12,71¢
Performing troubled debt restructured lo $ 1,691 $ 1,768
Loans 90 days or more past due and still accr — 1,211
Purchase-credit impaired loans (carrying amou 9,24( 9,821

During the six months ended June 30, 2015, “specgadtion” loans, which include acceptable credaliy loans which possess
higher risk characteristics than satisfactory assetreased from $19.3 million, or 0.8% of totats, at December 31, 2014 to $44.1 million,
or 1.6% of total loans, at June 30, 2015. Theciase in “special mention” loans was due to dowregad specific credits in both the
commercial and commercial real estate segmentsedbain portfolio. The commercial loans were domadgd due to a weakening financial
condition of one guarantor of certain taxi medallioans, while the commercial real estate loan®wewngraded due to borrowedgclininc
operating cash flows. The aforementioned loansaceuing and current as of June 30, 2015.

At June 30, 2015, other than the loans set fordvaejthe Company is not aware of any loans whielsgmt serious doubts as to the
ability of its borrowers to comply with present toeepayment terms and which are expected to fallone of the categories set forth in the
tables or descriptions above.

Investment Portfolio

At June 30, 2015, the principal components of tivestment securities portfolio were U.S. Treasury agency obligations, fede
agency obligations, mortgadpcked securities, obligations of U.S. states anitiqal subdivisions, corporate bonds and notessttpreferre
securities, asset backed securities and equityitesu

During the six months ended June 30, 2015, appratein $12.3 million in investment securities weoddsfrom the available-for-
sale portfolio. The cash flow from the sale of istveent securities was primarily used to fund loeowgh and purchase new securities.

For the three months ended June 30, 2015, avemagstiment securities increased $3.2 million to exipnately $495.8 million, or
15.2% of average interest-earning assets, from.$482lion on average, or 33.0% of average inteesshing assets, for the comparable
period in 2014. For the six months ended June @05 2average investment securities increased $#lidmto approximately $511.7 million,
15.8% of average interest-earning assets, from.$588lion on average, or 34.1% of average inteesshings assets, for the comparable
period in 2014.

At June 30, 2015, net unrealized gains on investisecurities available-for-sale, which are carasda component of accumulated
other comprehensive income and included in stoddrsl equity, net of tax, amounted to $3.7 millmmcompared with net unrealized gains
of $4.9 million at December 31, 2014. At June 3W % the net unrealized gains and losses on inesdtsecurities held-to-maturity that were
transferred from securities available-for-sale,Geied, net of tax, as a component of accumulatiedr comprehensive income and included
in stockholders’ equity. The gross unrealized lessgsociated with agency securities and federalcygebligations, mortgage-backed
securities, corporate bonds and tax-exempt seesiatie not considered to be other-than-temporaguse their unrealized losses are related
to changes in interest rates and do not affectxipected cash flows of the underlying collateraksuer.

Interest Rate Sensitivity Analysis

The principal objective of our asset and liabilityanagement function is to evaluate the interestyigk included in certain balance
sheet accounts; determine the level of risk apjmtggiven our business focus, operating enviroriraemd capital and liquidity requirements;
establish prudent asset concentration guidelimesn@anage the risk consistent with Board approvededines. We seek to reduce the
vulnerability of our operations to changes in ies#rates, and actions in this regard are takearuhd guidance of the Bank’s Asset Liability
Committee (the “ALCO”). The ALCO generally reviewsr liquidity, cash flow needs, maturities of intraents, deposits and borrowings,
and current market conditions and interest rates.
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We currently utilize net interest income simulatemd economic value of equity (“EVE”) models to @ the potential impact to
the Bank of future changes in interest rates. Akuoke 30, 2015 and December 31, 2014 the resulte ohodels were within guidelines
prescribed by our Board of Directors. If model feswere to fall outside prescribed ranges, acfiocipding additional monitoring and
reporting to the Board, would be required by theC&.and Bank’s management.

The net interest income simulation model attempit®¢asure the change in net interest income oeandkt one-year period, and
over the next three-year period on a cumulativésbassuming certain changes in the general Iehiaterest rates.

In our model, which was run as of June 30, 2015¢stgnated that, over the next one-year period(akiasis-point increase in the
general level of interest rates will increase cefrinterest income by 1.91%, while a 100 basis{padé@trease in interest rates would decrease
net interest income by 3.44%. As of December2B14, we estimated that, over the next one-yeaoghest 200 basis-point increase in the
general level of interest rates would increasenatiinterest income by 0.29%, while a 100 basisipidécrease in the general level of interest
rates would decrease our net interest income H28.4

In our model, which was run as of June 30, 2015est@nated that, over the next three years on aiative basis, a 200 basis-point
increase in the general level of interest ratekimdrease our net interest income by 3.52%, whil®0 basis-point decrease in interest rates
will decrease net interest income by 6.06%. ABefember 31, 2014, we estimated that, over thetheee years on a cumulative basis, a
200 basis-point increase in the general level @frést rates will increase our net interest incbm@.76%, while a 100 basis-point decrease in
interest rates will decrease net interest incomé.54%.

An EVE analysis is also used to dynamically motelpresent value of asset and liability cash flowth rate shocks of up 200 basis
points and down 100 basis points. The economicavafiequity is likely to be different as intereatas change. Our EVE as of June 30, 2015,
would decline by 12.50 % with a rate shock of up B@sis points, and increase by 11.60% with astabek of down 100 basis points. Our
EVE as of December 31, 2014, would decline by 1%.0dth a rate shock of up 200 basis points, antease by 13.65% with a rate shock of
down 100 basis points.

Interest Rate Estimatec Estimated change in EV Estimatec Estimated change in N
(basis points EVE Amount % NIl Amount %
+300 $ 335,37: $ (86,36¢) (20.5% % 118,40: $ 3,96( 3.5%
+200 369,04t (52,69 (12.5) 116,62: 2,181 1.¢
+100 397,88. (23,85 (5.7 115,14t 70€ 0.€
0 421,73 — 0.C 114,44: — 0.C
-100 470,66. 48,92¢ 11.¢ 110,51( (3,939 (3.9

Estimates of Fair Value

The estimation of fair value is significant to amer of the Company’s assets, including loans feldale and investment securities
available-for-sale. These are all recorded at eftievalue or the lower of cost or fair valueifRaalues are volatile and may be influenced by
a number of factors. Circumstances that could cassmates of the fair value of certain assetsliabdities to change include a change in
prepayment speeds, discount rates, or market stteates. Fair values for most available-for-salestment securities are based on quoted
market prices. If quoted market prices are notlaklg, fair values are based on judgments regafdituge expected loss experience, current
economic condition risk characteristics of varifinancial instruments, and other factors. Thesinagées are subjective in nature, involve
uncertainties and matters of significant judgment therefore cannot be determined with precisidrar@es in assumptions could
significantly affect the estimates.

Impact of Inflation and Changing Prices

The financial statements and notes thereto pred@&tdéewhere herein have been prepared in accordaticgenerally accepted
accounting principles, which require the measurdrog&financial position and operating results imts of historical dollars without
considering the change in the relative purchasowggr of money over time due to inflation. The imipakinflation is reflected in the
increased cost of operations; unlike most industoanpanies, nearly all of the Company’s assetsliabdities are monetary. As a result,
interest rates have a greater impact on performgnaredo the effects of general levels of inflatibierest rates do not necessarily move in
the same direction or to the same extent as tlkegdf goods and services.
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Liquidity

Liquidity is a measure of a bank’s ability to fut@hns, withdrawals or maturities of deposits, atiteo cash outflows in a cost-
effective manner. Our principal sources of funde deposits, scheduled amortization and prepaym&ntean principal, maturities
investment securities, and funds provided by opmrat While scheduled loan payments and maturimgstments are relatively predicta
sources of funds, deposit flow and loan prepaymarggyreatly influenced by general interest ragesnomic conditions and competition.

At June 30, 2015, the amount of liquid assets reathat a level management deemed adequate to e¢hatiren a short and long-
term basis, contractual liabilities, depositonsthdrawal requirements, and other operational eieht credit needs could be satisfied. A
June 30, 2015, liquid assets (cash and due frorkshamterestearing deposits with banks and unencumbered imesgt securities) we
$429.5 million, which represented 11.7% of totaleds and 13.5% of total deposits and borrowingspesed to $416.4 million at Decem
31, 2014, which represented 12.1% of total assetsld.0% of total deposits and borrowings on siatk.d

The Bank is a member of the Federal Home Loan Bémkew York and, based on available qualified dellal as of June 30, 20:
had the ability to borrow $1.1 billion. In additioat June 30, 2015, the Bank had in place borrowiayacity of $37 million throug
correspondent banks. The Bank also has a credityfazstablished with the Federal Reserve Bankefv York for direct discount windc
borrowings with approximate capacity based on pdeldgollateral of $107 million. At June 30, 2015 tAank had aggregate available
unused credit of $695 million, which represents #ierementioned facilities totaling $1.2 billion tnef $549 million in outstandir
borrowings. At June 30, 2015, outstanding commitsiéor the Bank to extend credit were $635 million.

Cash and cash equivalents totaled $125.5 milliodwre 30, 2015, decreasing by $1.3 million from@s&2nillion at December 3
2014. Operating activities provided $22.3 milliam net cash. Investing activities used $217.3 nmillio net cash, primarily reflecting
increase in loans, which was offset in part by désh from the securities portfolio. Financing adtiies provided $193.7 million in net ca
primarily reflecting a net increase of $93.6 mitlian deposits, $50.0 million of new subordinatedtdeand a net increase of $53.2
borrowings (consisting of $500.0 million in new bmwings offset by repayments of $446.8 million).rBaving activity was significant|
higher during the six months ended June 30, 201&nvadompared to the same period of 2014 due to trgda reflecting the new combir
company.

Deposits

Total deposits increased by $93.6 million, or 318%2.5 billion at June 30, 2015. The followingleabets forth the composition of
our deposit base by the periods indicated.

Dollar
June 30, 201¢ December 31, 201. Change
Amount % Amount % 2015 vs. 201
(dollars in thousands)

Noninteres-bearing deman $ 558,38t 21.7%  $ 492,51! 199% % 65,87
Interes-bearing deman 350,32: 13.€ 365,55( 14.¢ (15,229
Savings Deposit 214,24. 8.4 224,63 9.1 (20,399
Money market deposi 667,67! 26.C 723,50! 29.2 (55,830
Time Deposits 778,60: 30.2 669,39¢ 27.C 109,20
Total deposits $ 2,569,23 100.% $  2,475,60 100.% $ 93,62¢

Subordinated Debentures

During December 2003, Center Bancorp StatutorytTitpa statutory business trust and wholly-ownelssdiary of the Parent
Corporation issued $5.0 million of MMCapS capitatgrities to investors due on January 23, 2034.tits loaned the proceeds of this
offering to the Company and received in exchang2 &llion of the Parent Corporation’s subordinatitbentures. The subordinated
debentures are redeemable in whole or part. Tladirflp interest rate on the subordinated debentsitbsee-month LIBOR plus 2.85% and re-
prices quarterly. The rate at June 30, 2015 w&3%8.1

During June 2015, the Corporation issued $50 millibaggregate principal amount of fixed-to-floatirate subordinated notes (the
“Notes”) to certain institutional accredited invest. The net proceeds from the sale of the Notbbeiused to redeem $11.3 million
outstanding of its Senior Noncumulative Perpetuafd?red Stock issued in 2011 to the U.S. Treasuder the Small Business Lending Fi
Program, and for general corporate purposes, whithded the Corporation contributing $35 milliohtbe net proceeds to the Bank in the
form of common equity. The Notes are non-callabldfifze years, have a stated maturity of July 2®@&nd bear interest at a fixed rate of
5.75% per year, from and including June 30, 2015ub excluding July 1, 2020. From and includinty Jy 2020 to the maturity date or early
redemption date, the interest rate will reset quibrto a level equal to the then current three-thd@iBOR rate plus 393 basis points.
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Stockholders’ Equity

Total stockholders’ equity amounted to $464.0 willat June 30, 2015, compared to $446.2 millidbeatember 31, 2014. The
increase in total stockholders’ equity was prinyaaitributable to an increase in retained earnofg&l6.4 million and approximately $2.1
million of equity issuance related to stock-baseshpensation, including the exercise of optionsseaifby a $0.7 million decrease in other
comprehensive income (primarily $0.8 million in ealized losses on available for sale securitiestn2 million in unrealized losses on cash
flow hedges, offset by $0.6 million in pension pktuarial gains). Book value per common share$tds99 at June 30, 2015, compared to
$14.65 at December 31, 2014. Tangible book valeeg (otal stockholders’ equity less preferred lstgoodwill and other intangible assets)
per common share was $10.02 at June 30, 2015, cethtia$9.57 at December 31, 2014.

Tangible book value per share is a non-GAAP finalntieasure and represents tangible stockholdeuitye@r tangible book value)
calculated on a per common share basis. The Confpigyes that a disclosure of tangible book vgleleshare may be helpful for those
investors who seek to evaluate the Compaivgiok value per share without giving effect todyeitl and other intangible assets. The follow
table presents a reconciliation of total book valeeshare to tangible book value per share asra 30, 2015 and December 31, 2014.

June 30, December 31
2015 2014

(in thousands, except for share date
Stockholder equity $ 463,98: $ 446,21¢
Less: Preferred stoc 11,25( 11,25(
Less: Goodwill and other intangible assets 150,25: 150,73
Tangible common stockholders’ equity $ 302,48( $ 284,23!
Book value per common she $ 14.9¢ $ 14.6¢
Less: Goodwill and other intangible assets 4.97 5.0¢
Tangible book value per common share $ 10.0Z $ 9.57

On September 15, 2011, the Company issued $11#6min nonvoting senior preferred stock to thedsury under the SBLF
Program. Under the Securities Purchase AgreenfenCompany issued to the Treasury a total of 11sRa@es of the Company’s senior non-
cumulative perpetual preferred stock, Series Birtgaa liquidation value of $1,000 per share. Siamgéfously, using the proceeds from the
issuance of the SBLF Preferred Stock, the Compadgemed from the Treasury, all 10,000 outstandiages of its fixed rate cumulative
perpetual preferred stock, Series A, liquidatioroant $1,000 per share, for a redemption price 6{(¥1,667, including accrued but unpaid
dividends up to the date of redemption. The investnm the SBLF program provided the Company withraximately $1.25 million in
additional Tier 1 capital. The capital that the Qxamy received under the program enabled it to noatio serve small business clients
through the commercial lending program. On Decenib@011, the Company repurchased the warrantedss January 12, 2009 to the
Treasury as part of its participation in the TregSUTARP Capital Purchase Program. In the repwsehthe Company paid the Treasury
$245,000 for the warrants.

During the six months ended June 30, 2015, the @osnpad no purchases of common stock associatedta/gtock buyback
programs. At June 30, 2015, there were 652,868 shaailable for repurchase under the Companytkdinyback programs.

Regulatory Capital and Capital Adequacy
The maintenance of a solid capital foundationisiamary goal for the Company. Accordingly, capitédns and dividend policies are
monitored on an ongoing basis. The Company’s objeetith respect to the capital planning proceds isffectively balance the retention of

capital to support future growth with the goal obyiding stockholders with an attractive long-temturn on their investment.

The Company and the Bank are subject to regulgoigelines establishing minimum capital standahds involve quantitative
measures of assets, and certain off-balance shews,ias risk-adjusted assets under regulatoryuatiog practices.
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The following is a summary of regulatory capitalamts and ratios as of June 30, 2015 for the P&ergoration and the Bank,
compared with minimum capital adequacy requiremantsthe regulatory requirements for classificatisra well-capitalized depository
institution.

To Be Well-Capitalized Under

ConnectOne Bancorp. For Capital Adequacy Prompt Corrective Action
Inc. Purposes Provisions
At June 30, 201t Amount Ratio Amount Ratio Amount Ratio
(dollars in thousands)
Tier 1 leverage capit: $ 322,86 9.4% $ 136,02 4.0(% N/A N/A
CET | risk-based ratic 306,45t 9.6: 143,27: 4.5( N/A N/A
Tier 1 risk-based capital 322,86 10.1¢ 191,03¢ 6.0C N/A N/A
Total risk-based capital 390,34: 12.2¢ 254,71 8.0C N/A N/A
To Be Well-Capitalized Under
For Capital Adequacy Prompt Corrective Action
ConnectOne Bank Purposes Provisions
At June 30, 2015 Amount Ratio Amount Ratio Amount Ratio
(dollars in thousands)
Tier 1 leverage capit: $ 356,50( 104 $ 136,00 40% $ 170,01: 5.0(%
CET | risk-based ratic 356,50( 11.1¢ 143,35: 4.5C 207,06: 6.5(%
Tier 1 risk-based capite 356,50( 11.1¢ 191,13: 6.0C 254,84t 8.0(%
Total risk-based capite 373,93( 11.7¢ 254,84t 8.0C 318,55 10.0%

N/A - not applicable

As of June 30, 2015, management believes that@atie Bank and the Company meet all capital adegtequirements to which
they are subject.

Basel Il

The Basel Committee on Banking Supervision (thes@&ommittee”) provides a forum for regular co@ien on banking
supervisory matters. Its objective is to enhanaewstanding of key supervisory issues and imprbeejuality of banking supervision
worldwide. It seeks to do so by exchanging infoiiprabn national supervisory issues, approachegemtohiques, with a view to promoting
common understanding. At times, the Basel Commitsss this common understanding to develop guigkelamd supervisory standards in
areas where they are considered desirable. Imebard, the Basel Committee is best known fomitsrhational standards on capital adequ
the Core Principles for Effective Banking Supemigiand the Concordat on cross-border banking sigien.

The Basel Committee released a comprehensiveflmbposals for changes to capital, leverage, apddity requirements for ban
in December 2009 (commonly referred to as “Badél. llin July 2010, the Basel Committee announced thigdder its capital and liquidil
reform proposals and in September 2010, the ovarbigdy of the Basel Committee announced minimupitakratios and transition periods.

In December 2010 and January 2011, the Basel Cdewpublished the final texts of reforms on camtad liquidity generally
referred to as “Basel 11l.” Although Basel Il istended to be implemented by participating coustioe large, internationally active banks, its
provisions have also been considered by UniteceStadnking regulators in developing new regulatagdicable to other banks in the Uni
States, including the Bank.

On July 9, 2013, the Office of the federal Depassurance Corporation, along with the other U.Sikir@gulatory agencies,
approved a final rule revising regulatory capitdes applicable to banks, implementing Basel IHisTrule redefines Tier 1 capital as two
components (Common Equity Tier 1 and AdditionalrTig creates a new capital ratio (Common Equisr T Risk-based Capital Ratio) and
implements a capital conservation buffer. It alsases the prompt corrective action thresholdsraakles changes to risk weighs for certain
assets and off-balance-sheet exposures. Banksegriged to transition into the new rule beginnimgJanuary 1, 2015. The new rules also
include a one-time opportunity to opt-out of thebes to the treatment of accumulated other corepede income (*“AOCI”) components.
By making the election to opt-out, an institutioayrcontinue to treat AOCI items in a manner coesistvith risk-based capital rules in effect
prior to January 1, 2015. The election, which cart@oreversed, must be made in the institutiorgsileory financial report for the period
ending June 30, 2015. As of that time, the Compard/the Bank elected to opt-out of the treatme®t®@E€| within Basel IIl.
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Item 3. Qualitative and Quantitative Disclosures abut Market Risks
Market Risk

Interest rate risk management is our primary maikkt See “ltem 2- ManagemesitDiscussion and Analysis of Financial Condi
and Results of Operation- Interest Rate Sensitiitglysis” herein for a discussion of our manageneémur interest rate risk.
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Iltem 4. Controls and Procedures

a) Disclosure controls and procedures . As of the end of the Company’s most recently cleteyl fiscal quarter covered by this report,
the Company carried out an evaluation, with theigipation of the Company’s management, includimg Company’s chief executive officer
and chief financial officer, of the effectivenedstee Company’s disclosure controls and procedptesuant to Securities Exchange Act Rule
13a-15. Based upon that evaluation, the Comparyé&f executive officer and chief financial officeoncluded that the Company’s disclosure
controls and procedures are effective in ensuhiaginformation required to be disclosed by the @any in the reports that it files or submits
under the Securities Exchange Act is recorded,gased, summarized and reported, within the timegespecified in the SEC's rules and
forms and are operating in an effective mannerthatisuch information is accumulated and commued#t management, including the
Company'’s chief executive officer and chief fina@fficer, as appropriate to allow timely decisaegarding required disclosure.

b) Changesin internal controls over financial reporting : There have been no changes in the Company’siaiteontrols over
financial reporting that occurred during the Comparast fiscal quarter to which this report rekatbat have materially affected, or are
reasonable likely to materially affect, the Comparngternal control over financial reporting.
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PART Il - OTHER INFORMATION
Item 1. Legal Proceedings

The Company is not subject to any legal proceediwbgch could have a materially adverse impacttemeasults of operations and
financial condition.

Item 1a. Risk Factors

In addition to the risks described under Item 1AskRFactors of our Annual Report on Form KQinvestors in our securities sho
consider the following additional information:

Risk Related to our Mortgage Banking Operations

The Bank sells residential mortgage loans in tlersgary market, primarily to Fannie Mae but alsottter investors. The
agreements governing these loan sales includeusarapresentations and warranties regarding tiggnation and characteristics of the
residential mortgage loans sold as well as itsisiey by the Bank. In addition, the agreements ireqihne Bank to deliver various documents
to the purchaser or its agent. Although the Batik sesidential mortgage loans on a non-recoursespthe Bank may be obligated to
repurchase sold loans where required documentsoddelivered or are defective or there is a bredchrepresentation or warranty made by
the Bank. . Investors may require the immediateinapase of a mortgage loan when an early payméatiiie@ccurs, even if the mortgage
loan has subsequently been brought current. Aara 30, 2015, there were no pending repurchasesegjtelated to representation and
warranty provisions. However, we can give you reueance that we will not be required to repurctsmde loans in the future, or that our
mortgage banking operations will not expose usotemtial future losses.
Item 2. Unregistered Sales of Equity Securities andse of Proceeds
Not applicable
Item 3. Defaults Upon Senior Securities
Not applicable
Item 4. Mine Safety Disclosures
Not applicable
Item 5. Other Information

Not applicable

55



Iltem 6. Exhibits

Exhibit No. Description
31.1 Certification of the Chief Executive Officafrthe Parent Corporation Pursuant to Section@QBe Sarbanes-Oxley
Act of 2002.
31.2 Certification of the Chief Financial Officef the Parent Corporation Pursuant to SectiondQBe Sarbanes-Oxley
Act of 2002.
32.1 Certification of the Chief Executive Officefrthe Parent Corporation Pursuant to Sectiond@be Sarbanes-Oxley
Act of 2002.
32.2 Certification of the Chief Financial Officef the Parent Corporation Pursuant to Sectiond@be Sarbanes-Oxley
Act of 2002.
101.INS XBRL Instance Documer
101.SCH XBRL Taxonomy Extension Schema Docum
101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuntr
101.DEF Definition Taxonomy Extension Linkbase Docum
101.LAB XBRL Taxonomy Extension Label Linkbase Docum
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréport to be signed on its
behalf, by the undersigned, thereunto duly autledriz

CONNECTONE BANCORP, INC.

(Registrant)
By: /s/ Frank Sorrentino Il By: /s/ William S. Burns
Frank Sorrentino 11 William S. Burns
Chairman and Chief Executive Offic Executive Vice President, and Chief Financial Gfi
Date: August 7, 201 Date: August 7, 201
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EXHIBIT 31.1
CERTIFICATION
I, Frank Sorrentino lll, certify that:
1. | have reviewed this quarterly report on Form@0f ConnectOne Bancorp, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operat and cash flows of the Registrant as of, andli@ periods presented in this report;

4. The Registrant’s other certifying officer(s) drare responsible for establishing and maintaimdisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the Registrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedotes designed under our
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhasibsidiaries, is made known to me by
others within those entities, particularly duriig toeriod in which this report is being prepared;

b) designed such internal control over financigloréing, or caused such internal control over foiahreporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

c) evaluated the effectiveness of the Registrdigtdosure controls and procedures and presentidsimeport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d) disclosed in this report any change in the Remi$'s internal control over financial reportirftat occurred during the Registranthos
recent fiscal quarter (the Registrant’s fourthdisguarter in the case of an annual report) thethaterially affected, or is reasonably likely to
materially affect, the Registrant’s internal cohweer financial reporting.

5. The Registrant’s other certifying officer(s) dritave disclosed, based on our most recent evatuat internal control over financial
reporting, to the Registrant’s auditors and thetazaimmittee of the Registrant’s board of direct@spersons performing the equivalent
functions):

a) all significant deficiencies and material weadges in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the Regidtsaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a sigmifiole in the Registrant's internal
control over financial reporting.

Date: August 7, 2015 /sl Frank Sorrentino Il
Frank Sorrentino Il
Chairman and Chief Executive Offic
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EXHIBIT 31.2
CERTIFICATION
[, William S. Burns, certify that:
1. | have reviewed this quarterly report on Form@0f ConnectOne Bancorp, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the Registrant as of, andli@ periods presented in this report;

4. The Registrant’s other certifying officer(s) drare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the Registrant and have:

a) designed such disclosure controls and procedoresiused such disclosure controls and procedoites designed under our
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhasibsidiaries, is made known to me by
others within those entities, particularly duriig toeriod in which this report is being prepared;

b) designed such internal control over financigloréing, or caused such internal control over foiahreporting to be designed under our
supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

c) evaluated the effectiveness of the Registrdigtdosure controls and procedures and presentdsimeport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

d) disclosed in this report any change in the Remgi$'s internal control over financial reportirftat occurred during the Registranthos
recent fiscal quarter (the Registrant’s fourthdisguarter in the case of an annual report) thethaterially affected, or is reasonably likely to
materially affect, the Registrant’s internal cohweer financial reporting.

5. The Registrant’s other certifying officer(s) dritave disclosed, based on our most recent evatuat internal control over financial
reporting, to the Registrant’s auditors and thetazaimmittee of the Registrant’s board of direct@spersons performing the equivalent
functions):

a) all significant deficiencies and material weadges in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the Regidtsaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, that invelweanagement or other employees who have a sigmifiole in the Registrant's internal
control over financial reporting.

Date: August 7, 2015 /s/ William S. Burns
William S. Burns
Executive Vice President and Chief Financial Offi
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EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with this Quarterly Report of Conr@eé Bancorp, Inc. (the “Company”) on Form 10-Qtfar quarter ended June 30,
2015 filed with the Securities and Exchange Comimis@he “Report”), I, Frank Sorrentino Ill, Chaiem and Chief Executive Officer of the
Company, certify, pursuant to 18 U.S.C. Section01.3% adopted pursuant to Section 906 of the Sasb@nley Act of 2002, that to my
knowledge:

1. The Report fully complies with the requiremesit$Section 13 (a) of the Securities Exchange Ac984; and

2. The information contained in the Report fairhegents, in all material respects, the consolidfiteshcial condition of the Company as
of the dates presented and the consolidated redfudizerations of the Company for the periods pressk

Date: August 7, 2015 /s/ Frank Sorrentino |l
Frank Sorrentino 11
Chairman and Chief Executive Offic
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EXHIBIT 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with this Quarterly Report of Conr@eé Bancorp, Inc. (the “Company”) on Form 10-Qtfar quarter ended June 30,
2015 filed with the Securities and Exchange Comimisghe “Report”), I, William S. Burns, Executikéce President and Chief Financial
Officer of the Company, certify, pursuant to 18 ICSSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002,
that to my knowledge:

1. The Report fully complies with the requiremesit$Section 13 (a) of the Securities Exchange Ac984; and

2. The information contained in the Report fairhgsents, in all material respects, the consolidfiteshcial condition of the Company as
of the dates presented and the consolidated redfudizerations of the Company for the periods prese

Date: August 7, 2015 /s/ William S. Burns
William S. Burns
Executive Vice President and Chief Financial Offi
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