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PART 1
Forward-Looking Statements

This discussion of financial results includes forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended, (the "1933 Act") and Section 21E of the Securities Exchange Act of 1934, as
amended, (the "1934 Act"). Those sections of the 1933 Act and 1934 Act provide a "safe harbor" for forward-looking
statements to encourage companies to provide prospective information about their financial performance so long as
they provide meaningful, cautionary statements identifying important factors that could cause actual results to differ
significantly from projected results.

Our forward-looking statements include descriptions of plans or objectives of Management for future operations,
products or services, and forecasts of revenues, earnings or other measures of economic performance.
Forward-looking statements can be identified by the fact that they do not relate strictly to historical or current facts.
They often include the words "believe," "expect," "intend," "estimate" or words of similar meaning, or future or
conditional verbs preceded by "will," "would," "should," "could" or "may."

Forward-looking statements are based on Management's current expectations regarding economic, legislative, and
regulatory issues, that may affect our earnings in future periods. A number of factors, many of which are beyond
Management’s control, could cause future results to vary materially from current Management expectations. Such
factors include, but are not limited to, general economic conditions and the economic uncertainty in the United States
and abroad, including changes in interest rates, deposit flows, real estate values, and expected future cash flows on
loans and securities; costs or effects of acquisitions; competition; changes in accounting principles, policies or
guidelines; changes in legislation or regulation (including the Tax Cuts and Jobs Act of 2017); natural disasters (such
as the recent wildfires in our area); adverse weather conditions; and other economic, competitive, governmental,
regulatory and technological factors (including external fraud and cybersecurity threats) affecting our operations,
pricing, products and services.

Important factors that could cause results or performance to materially differ from those expressed in our prior
forward-looking statements are detailed in ITEM 1A. Risk Factors of this report. Forward-looking statements speak
only as of the date they are made. We do not undertake to update forward-looking statements to reflect circumstances
or events that occur after the date the forward-looking statements are made or to reflect the occurrence of
unanticipated events.

ITEM 1 BUSINESS

Bank of Marin (the “Bank”) was incorporated in August 1989, received its charter from the California Superintendent of
Banks (now the California Department of Business Oversight or "DBO") and commenced operations in January 1990.

The Bank is an insured bank by the Federal Deposit Insurance Corporation (“FDIC”). Bank of Marin Bancorp (“Bancorp”)
was formed in 2007 and the Bank became its sole subsidiary when each share of Bank common stock was exchanged

for one share of Bancorp common stock. Bancorp is listed on NASDAQ under the symbol BMRC. Upon formation of

the holding company, Bancorp became subject to regulation under the Bank Holding Company Act of 1956, as

amended, and reporting and examination requirements by the Board of Governors of the Federal Reserve System
("Federal Reserve"). Bancorp files periodic reports and proxy statements with the Securities and Exchange

Commission pursuant to the Securities Exchange Act of 1934, as amended.

References in this report to “Bancorp” mean Bank of Marin Bancorp, parent holding company for the Bank. References

29 ¢ 9 ¢

to “we,” “our,” “us” mean the holding company and the Bank that are consolidated for financial reporting purposes.
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Virtually all of our business is conducted through Bancorp's subsidiary, Bank of Marin, which is headquartered in
Novato, California. In addition to our headquarters, we operate twenty-three offices in Marin, Sonoma, San Francisco,
Napa and Alameda counties, with a strong emphasis on supporting the local communities. Our customer base is made
up of business and personal banking relationships from the communities near the branch office locations. Our business
banking focus is on small to medium-sized businesses, professionals and not-for-profit organizations.

We offer a broad range of commercial and retail deposit and lending programs designed to meet the needs of our
target markets. Our lending categories include commercial real estate loans, commercial and industrial loans,

construction financing, consumer loans, and home equity lines of credit. Merchant card services are available for our
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business customers. Through third-party vendors, we offer Visa® credit card programs for consumers and businesses,
an American Express® credit card program, a leasing program for commercial equipment financing, prepaid business
cards for handling expense reimbursements and a full suite of cash management services.

We offer a variety of personal and business checking and savings accounts, and a number of time deposit alternatives,
including time certificates of deposit, Individual Retirement Accounts (“IRAs”), Health Savings Accounts ("HSA"),
Certificate of Deposit Account Registry Service® ("CDARS"), Insured Cash Sweep® ("ICS"), and Demand Deposit
MarketplaceSM ("DDM Sweep") accounts. CDARS, ICS and DDM Sweep accounts are networks through which we
offer full FDIC insurance coverage in excess of the regulatory maximum by placing deposits in multiple banks
participating in the networks. We also offer deposit options including mobile deposit, remote deposit capture,
Automated Clearing House (“ACH”) services, wire transfers, and image lockbox services. A valet pick-up service is
available for non-cash deposits to our professional and business clients.

Other products and services include Apple Pay®, Samsung Pay®, Google Pay®, SurePayroll®, Positive Pay (fraud
detection tool), and solutions for clients with cash management needs such as Cash Vault and SafePoint.

Automated teller machines (“ATM's”) are available at most retail branch locations. Our ATM network is linked to the
PLUS, CIRRUS and NYCE networks, as well as to a network of nation-wide surcharge-free ATM's called
MoneyPass. We also offer our depositors 24-hour access to their accounts by telephone and through our internet and
mobile banking services available to personal and business account holders.

We offer Wealth Management and Trust Services (“WMTS”), which include customized investment portfolio
management, trust administration, estate settlement and custody services. We also offer 401(k) plan services to small
and medium-sized businesses through a third-party vendor.

We make international banking services available to our customers indirectly through other financial institutions with
whom we have correspondent banking relationships.

We hold no patents, licenses (other than licenses required by the appropriate banking regulatory agencies), franchises
or concessions. The Bank has registered the service marks "The Spirit of Marin," the words “Bank of Marin,” the Bank
of Marin logo, and the Bank of Marin tagline, “Committed to your business and our community” with the United States
Patent & Trademark Office. In addition, Bancorp has registered the service marks for the words “Bank of Marin
Bancorp” and for the Bank of Marin Bancorp logo with the United States Patent & Trademark Office. All service
marks registered by Bancorp or the Bank are registered on the United States Patent & Trademark Office Principal
Register.

Market Area

Our primary market area consists of Marin, San Francisco, Napa, Sonoma and Alameda counties. Our customer base
is primarily made up of business, not-for-profit and personal banking relationships within these market areas.

As discussed in Note 18 to the Consolidated Financial Statements in ITEM 8 of this report, in November 2017, we
expanded our presence in Napa County through the acquisition of Bank of Napa, N.A. This resulted in the addition of
$302.1 million of assets and the assumption of $251.9 million of liabilities, as well as the addition of two branch
offices serving the city of Napa.

We attract deposit relationships from small to medium-sized businesses, not-for-profit organizations and

professionals, merchants and individuals who live and/or work in the communities comprising our market areas. As of
December 31, 2018, approximately 59% of our deposits were in Marin County and southern Sonoma County, and
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approximately 58% of our deposits were from businesses and 42% from individuals.
Competition

The banking business in California generally, and in our market area specifically, is highly competitive with respect to
attracting both loan and deposit relationships. The increasingly competitive environment is affected by changes in
regulation, interest rates, technology and product delivery systems, and consolidation among financial service
providers. The banking industry is seeing strong competition for quality loans, with larger banks expanding their
activities to attract businesses that are traditionally community bank customers. In all of our five counties, we have
significant competition
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from nationwide banks with much larger branch networks and greater financial resources, as well as credit unions and
other local and regional banks. Nationwide banks have the competitive advantages of national advertising campaigns.
Large commercial banks also have substantially greater lending limits and the ability to offer certain services, which
are not offered directly by us. Other competitors for depositors' funds are money market mutual funds and non-bank
financial institutions such as brokerage firms and insurance companies.

We differentiate ourselves from the numerous, and often larger, financial institutions in our primary market area, with
a business model built on relationship banking, disciplined fundamentals and commitment to the communities we
serve. The Bank's experienced professionals deliver innovative and custom financing, with a deep local market
knowledge and a personal understanding of each customer's unique needs.

In Marin County, we have the third largest market share of total deposits at 10.8%, based upon FDIC deposit market
share data as of June 30, 2018!. A significant driver of our franchise value is the growth and stability of our deposits, a
low-cost funding source for our loan portfolio.

Employees

At December 31, 2018, we employed 290 full-time equivalent (“FTE”) staff. The actual number of employees, including
part-time employees, at year-end 2018 included seven executive officers, 120 other corporate officers and 178 staff.
None of our employees are presently represented by a union or covered by a collective bargaining agreement. We
believe that our employee relations are good. We have consistently been recognized as one of the “Best Places to Work”
by the North Bay Business Journal.

SUPERVISION AND REGULATION

Bank holding companies and banks are extensively regulated under both federal and state law. The following
discussion summarizes certain significant laws, rules and regulations affecting Bancorp and the Bank.

Bank Holding Company Regulation

Upon formation of the bank holding company on July 1, 2007, we became subject to regulation under the Bank
Holding Company Act of 1956, as amended (“BHCA”’) which subjects Bancorp to Federal Reserve reporting and
examination requirements. Under the Federal Reserve law and regulations, a bank holding company is required to
serve as a source of financial and managerial strength to its subsidiary banks. Under this requirement, we are expected
to commit resources to support the Bank, including at times when we may not be in a financial position to provide
such resources, and it may not be in our, or our shareholders’ or creditors’, best interests to do so. In addition, any
capital loans we make to the Bank are subordinate in right of payment to depositors and to certain other indebtedness
of the Bank. The BHCA regulates the activities of holding companies including acquisitions, mergers and
consolidations and, together with the Gramm-Leach Bliley Act of 1999, the scope of allowable banking activities.
Bancorp is also a bank holding company within the meaning of the California Financial Code. As such, Bancorp and
its subsidiaries are subject to examination by, and may be required to file reports with, the DBO.

Bank Regulation
Banking regulations are primarily intended to protect consumers, depositors' funds, federal deposit insurance funds

and the banking system as a whole. These regulations affect our lending practices, consumer protections, capital
structure, investment practices and dividend policy.
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As a state chartered bank, we are subject to regulation, supervision and examination by the DBO. We are also subject
to regulation, supervision and periodic examination by the FDIC. If, as a result of an examination of the Bank, the
FDIC or the DBO should determine that the financial condition, capital resources, asset quality, earnings prospects,
management, liquidity, or other aspects of our operations are unsatisfactory, or that we have violated any law or
regulation, various remedies are available to those regulators including issuing a “cease and desist” order, monetary
penalties, restitution, restricting our growth or removing officers and directors.

I Source: S&P Global Market Intelligence of New York, New York
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The Bank addresses the many state and federal regulations it is subject to through a comprehensive compliance
program that addresses the various risks associated with these issues.

Safety and Soundness Standards (Risk Management)

The federal banking agencies have adopted guidelines that establish operational and managerial standards to promote
the safety and soundness of federally insured depository institutions. The guidelines set forth standards for internal
controls, information systems, internal audit systems, loan documentation, credit underwriting, interest rate exposure,
asset growth, compensation, fees and benefits, asset quality and earnings.

During the past decade, the bank regulatory agencies have increasingly emphasized the importance of sound risk
management processes and strong internal controls when evaluating the activities of the financial institutions they
supervise. Properly managing risks has been identified as critical to the conduct of safe and sound banking activities
and has become even more important as new technologies, product innovation, and the size and speed of financial
transactions have changed the nature of banking markets. The agencies have identified a spectrum of risks facing a
banking institution including, but not limited to, credit, market, liquidity, operational, legal, and reputational. In
particular, recent regulatory pronouncements have focused on operational risk, which arises from the potential that
inadequate information systems, operational problems, breaches in internal controls, fraud, or unforeseen catastrophes
will result in unexpected losses. New products and services, third-party risk management and cybersecurity are critical
sources of operational risk that financial institutions are expected to address in the current environment. The Board of
Directors and various sub-committees oversee Bancorp's consolidated enterprise risk management program that
ensures the adequacy of policies, procedures, tolerance levels, risk measurement systems, monitoring processes,
management information systems and internal controls.

Dividends

The payment of cash dividends by the Bank to Bancorp is subject to restri
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