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If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act of
1933, as amended, check the following box and list the Securities Act registration statement number of the earlier
effective registration statement for the same offering.

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering.

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer Accelerated filer
Non-accelerated filer (Do not check if a smaller reporting company) Smaller reporting company

CALCULATION OF REGISTRATION FEE

Title of each class of securities to be Amount to be Proposed maximum aggregate ?emi(s);lrr:ti(:)fn
registered registered offering price® feeg
Common Stock, par value $0.10 per 75 705 ¢ $28,089,879 $3,617.98

share
Represents the estimated maximum number of shares of common stock of Salisbury Bancorp, Inc. (“SAL”) issuable
upon the completion of the merger described herein based upon (i) 796,876 shares of Riverside Bank common stock
issued and outstanding, including shares of common stock issuable upon the exercise of outstanding options to
‘Riverside Bank common stock; (ii) an exchange ratio of 1.35 shares of SAL common stock for each share of
Riverside Bank common stock; and (iii) the cancellation of all such shares of Riverside Bank common stock for
SAL common stock at such exchange ratio.
Estimated solely for the purpose of calculating the registration fee required by Section 6(b) of the Securities Act and
computed pursuant to Rules 457(f) of the Securities Act. The proposed maximum aggregate offering price of the

2.registrant’s common stock was computed by multiplying (i) 796,876, the estimated maximum possible number of
shares of Riverside Bank common stock that may be cancelled or exchanged in the merger, by (ii) $35.25, the book
value of Riverside common stock on June 30, 2014.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay
its effective date until the Registrant shall file a further amendment which specifically states that this
Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of
1933 or until the Registration Statement shall become effective on such date as the Commission, acting
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pursuant to said Section 8(a), may determine.



Edgar Filing: SALISBURY BANCORP INC - Form S-4

Information contained herein is subject to completion or amendment. A registration statement relating to these
securities has been filed with the Securities and Exchange Commission. These securities may not be sold nor may
offers to buy be accepted prior to the time the registration statement becomes effective. This document shall not
constitute an offer to sell or the solicitation of any offer to buy nor shall there be any sale of these securities in any
jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or qualification under the
securities laws of any such jurisdiction.

PRELIMINARY - SUBJECT TO COMPLETION - DATED August 8, 2014

Joint Proxy Statement/Prospectus

MERGER PROPOSED - YOUR VOTE IS VERY IMPORTANT

Dear Shareholder:

On March 18, 2014, Salisbury Bancorp, Inc. (“SAL”), Salisbury Bank and Trust Company (“SBT”) and Riverside Bank
(“Riverside”), entered into an Agreement and Plan of Merger (which we refer to as the “merger agreement”) that provides
for the merger of Riverside into SBT (which we refer to as the “merger”). Based on financial results as of June 30, 2014,
the combined institution would have approximately $847 million in total assets, $648 million in net loans, and $705
million in total deposits. In addition, upon consummation of the merger, the combined institution will have thirteen

(13) full service branch offices across Connecticut, Massachusetts, and New York.

In the merger, each share of Riverside common stock (except for specified shares of Riverside common stock held by
Riverside) will be converted into the right to receive 1.35 shares of SAL common stock (which we refer to as the
“exchange ratio”). Although the number of shares of SAL common stock that Riverside shareholders will receive is
fixed, the market value of the merger consideration will fluctuate with the market price of SAL common stock and
will not be known at the time Riverside shareholders vote on the merger. Based on the closing price of SAL’s common
stock on the NASDAQ Capital Market on March 18, 2014, the last trading day before public announcement of the
merger, the exchange ratio represented approximately $36.32 in value for each share of Riverside common stock and
on [ , 2014], the latest practicable trading day before the date of this document, the exchange ratio
represented approximately $[ ] in value for each share of Riverside common stock. We urge you to
obtain current market quotations for SAL (trading symbol “SAL”).
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Based on the current number of shares of Riverside common stock outstanding and reserved for issuance under
employee benefit plans, SAL expects to issue approximately [____] shares of common stock to Riverside shareholders
in the aggregate upon completion of the merger. The Riverside shareholders as a group will own approximately 37%
of the combined institution following the merger.

Riverside and SAL will each hold a special meeting of its shareholders. Each company’s shareholders will be asked to
vote to approve matters related to the merger, as described in the attached joint proxy statement/prospectus. Approval
of the merger agreement requires the affirmative vote of at least two-thirds outstanding shares of Riverside common
stock.

The special meeting of Riverside shareholders will be held on at the
,at__:_ .m. local time.

Riverside’s board of directors unanimously recommends a vote “FOR” the approval of the merger agreement and
“FOR?” the other matters to be considered at the Riverside special meeting.

The special meeting of SAL shareholders will be held on at , at
_:00 _.m. local time.
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SAL’s board of directors unanimously recommends a vote “FOR” the merger agreement, including the issuance
of SAL common stock as merger consideration; “FOR” the approval of the amendment to its certificate of
incorporation to increase its shares of authorized common stock and increase the number of directors; and
“FOR?” the other matters to be considered at the SAL special meeting.

This joint proxy statement/prospectus describes the special meetings of Riverside and SAL, the merger, the documents
related to the merger and other related matters. Please carefully read this entire joint proxy statement/prospectus,
including ‘‘Risk Factors,” beginning on page , for a discussion of the risks relating to the proposed merger.
You also can obtain information about SAL from documents that it has filed with the Securities and Exchange
Commission.

[SIGNATURE] [SIGNATURE]
Richard J. Cantele, Jr. John M. Davies
President and CEO President and CEO
Salisbury Bancorp, Inc. Riverside Bank

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of the securities to be issued in the merger or passed upon the adequacy or accuracy of this joint
proxy statement/prospectus. Any representation to the contrary is a criminal offense.

The securities to be issued in the merger are not savings or deposit accounts or other obligations of any bank or
non-bank subsidiary of either SAL or Riverside, and they are not insured by the Federal Deposit Insurance
Corporation or any other governmental agency.

The date of this joint proxy statement/prospectus is [ , 2014], and it is first being mailed or otherwise
delivered to the shareholders of SAL and Riverside on or about [ ,2014].
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5 Bissell Street, P.O. Box 1868, Lakeville, CT 06039

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS TO BE HELD ON

, 2014

To the Shareholders of Salisbury Bancorp, Inc.:

Salisbury Bancorp, Inc. will hold a special meeting of shareholders at :00 __.m. local time, on
, at to consider and vote upon the following

matters:

a proposal to approve the Agreement and Plan of Merger dated as of March 18, 2014, by and among Salisbury Bank
and Trust Company, Salisbury Bancorp, Inc., and Riverside Bank, pursuant to which Riverside will merge with and
into SBT and pursuant to which SAL will issue shares of SAL common stock as merger consideration, as more fully
described in the attached joint proxy statement/prospectus (which we refer to as the “SAL merger proposal”);

a proposal to approve the amendment to SAL’s certificate of incorporation to increase SAL’s authorized common stock
and to eliminate the minimum and maximum number of directors on the SAL board (which we refer to as the “SAL
certificate of amendment proposal”);

a proposal to approve one or more adjournments of the special meeting, if necessary, to permit further solicitation of
proxies if there are not sufficient votes at the time of the special meeting, or at any adjournment or postponement of
that meeting, to adopt and approve the merger agreement (which we refer to as the “SAL adjournment proposal”); and
such other matters as may properly come before the special meeting or any adjournment or postponement of that
meeting.

We have fixed the close of business on , 2014 as the record date for the special meeting. Only SAL
common shareholders of record at that time are entitled to notice of, and to vote at, the SAL special meeting, or any
adjournment or postponement of the SAL special meeting. Approval of the SAL merger proposal and the SAL
certificate of amendment proposal require the affirmative vote of at least a majority of the outstanding shares of SAL
common stock. Approval of the SAL adjournment proposal also requires the affirmative vote of a majority of the
shares present or represented at the special meeting and entitled to vote on the matter.

SAL’s board of directors has unanimously adopted the merger agreement, has determined that the merger
agreement and the transactions contemplated thereby, including the merger and the issuance of SAL common
stock as merger consideration, are advisable and in the best interests of SAL and its shareholders, and
unanimously recommends that SAL shareholders vote “FOR” the SAL merger proposal, “FOR” the SAL
adjournment proposal, and “FOR” the SAL certificate of amendment proposal.
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Your vote is very important. We cannot complete the merger unless SAL’s common shareholders approve the
SAL merger proposal and approve the amendment to SAL’s certificate of incorporation to increase SAL’s
authorized common stock. If you fail to vote, mark “ABSTAIN” on your proxy or fail to instruct your bank or
broker with respect to the SAL merger proposal, it will have the same effect as a vote “AGAINST” the proposal.

Regardless of whether you plan to attend the SAL special meeting, please vote as soon as possible. If you hold
stock in your name as a shareholder of record of SAL, please complete, sign, date and return the accompanying
proxy card in the enclosed postage-paid return envelope. If you hold your stock in “street name” through a bank
or broker, please follow the instructions on the voting instruction card furnished by the record holder.
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The enclosed joint proxy statement/prospectus provides a detailed description of the special meeting, the merger, the
documents related to the merger and other related matters. We urge you to read the joint proxy statement/prospectus,
including any documents incorporated in the joint proxy statement/prospectus by reference, and its annexes carefully
and in their entirety.

BY ORDER OF THE BOARD OF DIRECTORS,

Shelly L. Humeston

Secretary

Lakeville, Connecticut

,2014

10
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11 Garden Street, Poughkeepsie, NY 12601

NOTICE OF SPECIAL MEETING OF SHAREHOLDERS TO BE HELD ON

, 2014

To the Shareholders of Riverside Bank:

Riverside Bank will hold a special meeting of shareholders at ___:00 __.m. local time, on
at to consider and vote upon the following matters:

a proposal to approve the Agreement and Plan of Merger dated as of March 18, 2014, by and among Salisbury Bank
and Trust Company, Salisbury Bancorp, Inc., and Riverside Bank, pursuant to which Riverside will merge with and
into SBT, as more fully described in the attached joint proxy statement/prospectus (which we refer to as the “Riverside
merger proposal”);
a proposal to adjourn the Riverside special meeting, if necessary or appropriate, to solicit additional proxies in favor
of the Riverside merger proposal (which we refer to as the “Riverside adjournment proposal”);

*  to transact such other business as may properly come before the meeting or any adjournment thereof.

We have fixed the close of business on , 2014 as the record date for the special meeting. Only Riverside
common shareholders of record at that time are entitled to notice of, and to vote at, the Riverside special meeting, or
any adjournment or postponement of the Riverside special meeting.

Riverside’s board of directors has adopted the merger agreement, has determined that the merger agreement
and the transactions contemplated thereby, including the merger, are advisable and in the best interests of
Riverside and its shareholders, and unanimously recommends a vote “FOR” the Riverside merger proposal, and
“FOR” the Riverside adjournment proposal.

Your vote is very important. We cannot complete the merger unless Riverside’s common shareholders approve
the merger agreement. If you fail to vote, mark “ABSTAIN” on your proxy or fail to instruct your bank or
broker with respect to the Riverside merger proposal, it will have the same effect as a vote “AGAINST” the
proposal.

11
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Regardless of whether you plan to attend the Riverside special meeting, please vote as soon as possible. If you
hold stock in your name as a shareholder of record of Riverside, please complete, sign, date and return the
accompanying proxy card in the enclosed postage-paid return envelope. If you hold your stock in “street name”
through a bank or broker, please follow the instructions on the voting instruction card furnished by the record
holder.

The enclosed joint proxy statement/prospectus provides a detailed description of the special meeting, the merger, the
documents related to the merger and other related matters. We urge you to read the joint proxy statement/prospectus,
including any documents incorporated in the joint proxy statement/prospectus by reference, and its annexes carefully
and in their entirety.

BY ORDER OF THE BOARD OF DIRECTORS,

John M. Davies

President and Chief Executive Officer

Poughkeepsie, New York

,2014

12
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ADDITIONAL INFORMATION

The accompanying joint proxy statement/prospectus provides a detailed description of the merger, the merger
agreement and related matters, as well as important business and financial information about Salisbury Bancorp, Inc.
and Riverside Bank. We urge you to read the joint proxy statement/prospectus, including any documents incorporated
by reference from other documents filed with or furnished to the SEC by SAL into the proxy statement/prospectus,

and its appendices carefully and in their entirety. You can obtain any of the documents filed with or furnished to the
SEC by SAL at no cost from the SEC’s website at www.sec.gov. You may also request copies of such documents at no
cost by contacting the appropriate company at the address and telephone numbers provided below. If you have any
questions concerning the merger, the other meeting matters or the proxy statement/prospectus, or need assistance
voting your shares, please contact the appropriate company at the following address or telephone number listed below:

Salisbury Bancorp, Inc.
Riverside Bank

5 Bissell Street
11 Garden Street

P.O. Box 1868
Poughkeepsie, NY 12601

Lakeville, CT 06038
Attn: John M. Davies, President and CEO

Attn: Shelly L. Humeston, Secretary
Telephone: 845-454-5511

Telephone: 860-435-9801

Please do not send your stock certificates at this time. Riverside shareholders will be sent separate instructions
regarding the surrender of their stock certificates.

You should rely only on the information contained in, or incorporated by reference into, this document. No one has
been authorized to provide you with information that is different from that contained in, or incorporated by reference
into, this document. This document is dated [ ], 2014, and you should assume that the information in this
document is accurate only as of such date. You should assume that the information incorporated by reference into this
document is accurate as of the date of such document. Neither the mailing of this document to Riverside shareholders
or SAL shareholders, nor the issuance by SAL of shares of SAL common stock in connection with the merger, will
create any implication to the contrary.

This document does not constitute an offer to sell, or a solicitation of an offer to buy, any securities, or the
solicitation of a proxy, in any jurisdiction to or from any person to whom it is unlawful to make any such offer
or solicitation in such jurisdiction. Except where the context otherwise indicates, information contained in this
document regarding Riverside has been provided by Riverside and information contained in this document
regarding SAL has been provided by SAL.

13
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See “Where You Can Find More Information” for more details.
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QUESTIONS AND ANSWERS ABOUT THE MERGER AND THE SPECIAL MEETINGS

The following questions and answers are intended to address briefly some commonly asked questions regarding the
merger and the SAL and Riverside special meetings. These questions and answers may not address all questions that
may be important to you as a shareholder. To better understand these matters, and for a description of the legal terms
governing the merger, you should carefully read this entire joint proxy statement/prospectus, including the
appendices, as well as the documents that have been incorporated by reference in this joint proxy
statement/prospectus. See “Where You Can Find More Information”.

Unless otherwise required by context, references in this joint proxy statement/prospectus to “SAL” refer to Salisbury
Bancorp, Inc., references to “SBT” refer to Salisbury Bank and Trust Company, and references made to “Riverside” refer
to Riverside Bank.

Q: Why am I receiving this joint proxy statement/prospectus?

SAL and Riverside have signed an agreement and plan of merger that is described in this joint proxy
statement/prospectus. A copy of the merger agreement is attached to this joint proxy statement/prospectus as
Appendix A. In order to complete the merger, Riverside shareholders must vote to approve the merger agreement
and SAL shareholders must vote to approve the merger agreement, including the issuance of SAL common stock as
merger consideration, and to amend SAL’s certificate of incorporation to increase its shares of authorized common
stock and to eliminate the minimum and maximum number of directors on the SAL board, and to provide that the
number of directors shall be fixed from time to time by the board of directors. A copy of the certificate of
amendment to the SAL certificate of incorporation is attached as Appendix E hereto. Riverside and SAL will each
hold a special meeting of their respective shareholders to obtain such approvals. This joint proxy
statement/prospectus contains important information about the merger, the merger agreement, the special meetings
of Riverside and SAL shareholders, and other related matters, and you should read it carefully. The enclosed voting

A:materials for the special meetings allow you to vote your shares of Riverside or SAL common stock without
attending the special meeting in person.

We are delivering this joint proxy statement/prospectus to you as both a proxy statement of Riverside, a proxy
statement of SAL, and a prospectus of SAL. It is a proxy statement because the board of directors of Riverside is
soliciting proxies from its shareholders to vote on the approval of the merger agreement, including the issuance of
shares of SAL common stock as merger consideration at a special meeting of shareholders, and your proxy will be
used at the special meeting or at any adjournment or postponement of the special meeting. In addition, the board of
directors of SAL is soliciting proxies from its shareholders to vote on the amendment to SAL’s certificate of
incorporation to increase shares of authorized SAL common stock and to increase its number of directors
contingent upon the merger. It is also a prospectus because SAL will issue SAL common stock to Riverside
shareholders as consideration in the merger, and this prospectus contains information about that common stock.

Q:What am I being asked to vote on?

A:Riverside shareholders are being asked to vote on the following proposals:
*to approve the merger agreement by and among SBT, SAL and Riverside; and

18
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Jto approve one or more adjournments of the special meeting, if necessary, to permit further solicitation of proxies
if there are not sufficient votes to approve the merger agreement at the time of the special meeting

SAL shareholders are being asked to vote on the following proposals:

Jto approve the merger agreement by and among SBT, SAL and Riverside and to approve the issuance of shares of
SAL common stock as merger consideration;

Jto approve the amendment to SAL’s certificate of incorporation to increase SAL’s authorized common stock and to
eliminate the minimum and maximum number of directors on the SAL board;
to approve one or more adjournments of the special meeting, if necessary, to permit further solicitation of proxies
«if there are not sufficient votes at the time of the special meeting, or at any adjournment or postponement of that
meeting, to adopt and approve the merger agreement; and

,such other matters as may properly come before the special meeting or any adjournment or postponement of that
meeting.

-1-
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Q

A

A

~What will happen in
"the merger?

In the proposed
merger, Riverside
will merge with and
into Salisbury Bank
:and Trust Company,
with Salisbury Bank
and Trust Company
being the surviving
entity.

“What will I receive in
"the merger?

:Riverside
Shareholders. 1If the
merger agreement is
approved and the
merger is
subsequently
completed, Riverside
shareholders will be
entitled to receive
1.35 shares of SAL
common stock for
each outstanding
share of Riverside
common stock (other
than stock held by
Riverside or SAL)
held at the time of the
merger.

The value of the
stock consideration is
dependent upon the
value of SAL
common stock and
therefore will
fluctuate with the
market price of SAL
common

stock. Accordingly,
any change in the
price of SAL
common stock prior
to the merger will
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affect the market
value of the stock
consideration that
Riverside
shareholders will
receive as a result of
the merger.

SAL

Shareholders. SAL
shareholders will
continue to hold their
existing shares,
which will not
change as a result of
the merger.

Will Riverside
shareholders receive
any fractional shares
Q:of SAL common
stock as part of the
merger
consideration?

No. SAL will not
issue any fractional
shares of SAL
common stock in the
merger. Instead,
SAL will pay you the
cash value of a
fractional share
measured by the
average of the daily
_closing prices of SAL
“common stock on
The NASDAQ
Capital Market, or
NASDAQ, for the
five consecutive
trading days ending
on the third business
day immediately
prior to the closing
date, rounded to the
nearest whole cent.

Q: What will happen to
my shares of SAL
common stock in the
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merger?

Nothing. Each share
of SAL common
stock outstanding
A:will remain
outstanding as a
share of SAL
common stock.

What are the material
U.S. federal income
tax consequences of

Q:the merger to U.S.
holders of shares of
Riverside common
stock?

A:The merger is
intended to qualify
for U.S. federal
income tax purposes
as a “reorganization”
within the meaning
of Section 368(a) of
the Internal Revenue
Code of 1986, as
amended (which we
refer to as the
“Code”). Accordingly,
Riverside
shareholders
generally will not
recognize any gain or
loss on the
conversion of shares
of Riverside common
stock solely into
shares of SAL
common
stock. However, a
Riverside shareholder
generally will be
subject to tax on cash
received in lieu of
any fractional share
of SAL common
stock that a Riverside
shareholder would
otherwise be entitled
to receive. See “The



Merger - Material
U.S. Federal Income
Tax Consequences of
the Merger” beginning
on page .

What are the
_conditions to
“completion of the

merger?

The obligations of
SAL and Riverside to
complete the merger
are subject to the
satisfaction or waiver
of certain closing
conditions contained
in the merger
agreement, including,
but not limited to, the
receipt of required
regulatory approvals,
_legal opinions
"delivered by tax
counsel to SAL and
Riverside,
respectively, and
approval of the
merger agreement by
Riverside
shareholders and
approval of the stock
issuance by SAL
shareholders to
Riverside
shareholders.

-
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When do you
Q:expect the merger
to be completed?

We will complete
the merger when
all of the
conditions to
completion
contained in the
merger agreement
are satisfied or
waived, including
obtaining
customary
regulatory
approvals and the
approval of the
merger agreement
by Riverside
shareholders at its
special meeting
and the approval of
an increase in
A:SAL’s authorized
common stock and
the issuance of
SAL common
stock as merger
consideration by
SAL shareholders
at its special
meeting. While we
expect the merger
to be completed in
the fourth quarter
of 2014, because
fulfillment of some
of the conditions to
completion of the
merger is not
entirely within our
control, we cannot
assure you of the
actual timing.

Q: What shareholder
approvals are
required to



complete the
merger?

The merger cannot
be completed
unless two-thirds
of the shares of
Riverside common
stock outstanding
and entitled to vote
at the company’s
special meeting
approve the merger
agreement and a
majority of the
shares of SAL
:common stock
outstanding and
entitled to vote at
SAL’s special
meeting approve
the merger
agreement, the
issuance of SAL
common stock as
merger
consideration and
the amendment of
SAL’s certificate of
incorporation.

Are there any
shareholders
_already committed
"to voting in favor
of the merger
agreement?

A:Yes. Each of the

executive officers,
directors and
director nominees
of Riverside
individually have
entered into an
agreement with
SAL to vote their
shares of Riverside
common stock in
favor of the merger
agreement and
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against any
competing
proposal. These
shareholders held
approximately
52.3% of
Riverside’s
outstanding
common stock as
of the date the
merger agreement
and voting
agreements were
executed and held
__ 9% as of the
record date for the
special meeting of
Riverside
shareholders.

When and where
Q:are the special
meetings?

The special
meeting of
shareholders of
Riverside will be
held at

on ,
2014, at s
local time.

The special
meeting of
shareholders of
SAL will be held at

on ,
2014, at s
local time.

Who is entitled to
Q:vote at the special
meetings?

A:You are entitled to
receive notice of
and to vote at the
Riverside special
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meeting if you
owned Riverside
common stock at
the close of
business on

2014, which is the
record date for the
special meeting of
Riverside
shareholders. You
will be entitled to
one vote for each
share of Riverside
common stock that
you owned as of
the record date.

You are entitled to
receive notice of
and to vote at the
SAL special
meeting if you
owned SAL
common stock at
the close of
business on

2014, which is the
record date for the
special meeting of
SAL

shareholders. You
will be entitled to
one vote for each
share of SAL
common stock that
you owned as of
the record date.

What constitutes a
Q:quorum for the
special meetings?

A:The quorum
requirement for
both the Riverside
and SAL special
meetings are the
presence in person
or by proxy of a



majority of the
total number of
outstanding shares
of common stock
entitled to

vote. Abstentions
will be included in
determining the
number of shares
present for
determining the
presence of a
quorum. Broker
non-votes will be
counted for this
purpose only if the
beneficial owner of
such shares has
instructed the bank
or broker how to
vote with respect to
at least one matter
before the meeting.

3.

Edgar Filing: SALISBURY BANCORP INC - Form S-4

28



Edgar Filing: SALISBURY BANCORP INC - Form S-4

How does the board
_of directors of
"‘Riverside recommend

I vote?

After careful
consideration,
Riverside’s board of
directors unanimously
recommends that
Riverside
_shareholders vote
"“FOR” approval of the
Riverside merger
proposal and “FOR” the
Riverside
adjournment

proposal, if

necessary.

How does the board
Q: of directors of SAL
recommend I vote?

After careful
consideration, SAL’s
board of directors
unanimously
recommends that
SAL shareholders
vote “FOR” approval of
A:the SAL merger
proposal; “FOR”
approval of the SAL
certificate of
amendment proposal;
and “FOR” the SAL
adjournment
proposal, if necessary.

Are there any risks
that I should consider
_in deciding whether to
“vote for the approval

of the merger
agreement?

A:Yes. You should read
and carefully consider



Q

A

the risk factors set
forth in the section in
this joint proxy
statement/prospectus
entitled “Risk Factors”
beginning on page
___as well as the
other information
contained in or
incorporated by
reference into this
joint proxy
statement/prospectus,
including the matters
addressed in the
section of this joint
proxy
statement/prospectus
titled “Cautionary
Notes Regarding
Forward-Looking
Statements” on page

~What do I need to do
‘now?

:You should carefully
read and consider the
information contained
and incorporated by
reference in this joint
proxy
statement/prospectus,
including its
appendices. It
contains important
information about the
merger, the merger
agreement, SAL and
Riverside. After you
have read and
considered this
information, you
should complete and
sign your proxy card
and return it in the
enclosed postage-paid
return envelope as
soon as possible so
that your shares will
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be represented and
voted at the
appropriate special
meeting.

If my shares are held

in “street name” by my

broker, bank or other
_‘nominee, will my
"broker, bank or other
nominee
automatically vote my
shares for me?

No. Your broker,
bank or other
nominee will not vote
your shares unless
you provide
instructions to your
broker, bank or other
nominee on how to
vote. You should
A:instruct your broker,
bank or other
nominee to vote your
shares by following
the instructions
provided by the
broker, bank or
nominee with this
joint proxy
statement/prospectus.

How will my shares
Q;be represented at the
special meeting?

A: At the appropriate
special meeting, the

proxies named in your

proxy card will vote
your shares in the
manner you requested
if you properly signed
and submitted your
proxy. If you sign
your proxy card and
return it without
indicating how you
would like to vote
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your shares, your
proxy will be voted as
the board of directors
recommends, which
for Riverside, is (1)
“FOR” the approval of
the Riverside merger

proposal and (2) “FOR”

the approval of the
Riverside
adjournment
proposal; and for SAL
is “FOR” the approval
of the SAL merger
proposal; “FOR”
approval of the SAL
certificate of
amendment proposal;
and “FOR” the SAL
adjournment
proposal, if necessary.

What if I fail to
submit my proxy card

Q:or to instruct my
broker, bank or other
nominee?

If you fail to properly
submit your proxy
card or to instruct
your broker, bank or
other nominee to vote
_your shares of
“common stock and
you do not attend the
special meeting and
vote your shares in
person, your shares
will not be voted.
4-
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Q:Can I attend the special meeting and vote my shares in person?

Yes. Although the boards of directors request that you return the proxy card accompanying this joint proxy
statement/prospectus, all shareholders are invited to attend the respective special meetings. For Riverside,
_shareholders of record on , 2014, can vote in person at the special meeting. For SAL, shareholders of
‘record on , 2014, can vote in person at the special meeting. If your shares are held by a broker, bank
or other nominee, then you are not the shareholder of record and you must bring to the appropriate special meeting
appropriate documentation from your broker, bank or other nominee to enable you to vote at such special meeting.

Q:Can I change my vote after | have mailed my signed proxy card?
A:Riverside shareholders:

Yes. You can change your vote at any time after you have submitted your proxy card and before your proxy is
voted at the special meeting.

,you may deliver a written notice bearing a date later than the date of your proxy card to Riverside’s CEO at the
address listed below, stating that you revoke your proxy;

,you may submit a new signed proxy card bearing a later date (any earlier proxies will be revoked automatically);
or

,you may attend the special meeting and vote in person, although attendance at the special meeting will not, by
itself, revoke a proxy.

You should send any notice of revocation or your completed new proxy card, as the case may be, to Riverside at
the following address:

Riverside Bank

11 Garden Street

Poughkeepsie, NY 12601

Attn: John M. Davies, President and CEO

If you have instructed a bank, broker or other nominee to vote your shares, you must follow the directions you
receive from your bank, broker or other nominee to change your voting instructions.

SAL shareholders:

Yes. You can change your vote at any time after you have submitted your proxy card and before your proxy is
voted at the special meeting.

,you may deliver a written notice bearing a date later than the date of your proxy card to SAL’s Secretary at the
address listed below, stating that you revoke your proxy;

,you may submit a new signed proxy card bearing a later date (any earlier proxies will be revoked automatically);
or

,you may attend the special meeting and vote in person, although attendance at the special meeting will not, by
itself, revoke a proxy.

You should send any notice of revocation or your completed new proxy card, as the case may be, to SAL at the
following address:
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Salisbury Bancorp, Inc.

5 Bissell Street

P.O. Box 1868

Lakeville, CT 06038

Attn: Shelly L. Humeston, Secretary

If you have instructed a bank, broker or other nominee to vote your shares, you must follow the directions you
receive from your bank, broker or other nominee to change your voting instructions.
-5-
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What happens if 1
sell my Riverside
_shares after the
‘record date but
before the special
meeting?

The record date of
the special meeting is
earlier than the date
of the special
meeting and the date
that the merger is
expected to be
completed. If you
sell or otherwise
transfer your shares
after the record date
but before the date of
the special meeting,
you will retain your
right to vote at the
special meeting
_(provided that such
“shares remain
outstanding on the
date of the special
meeting), but you
will not have the
right to receive the
merger consideration
to be received by
Riverside
shareholders in the
merger. In order to
receive the merger
consideration, you
must hold your
shares through
completion of the
merger.

What do I doif I
receive more than
_one proxy
"statement/prospectus
or set of voting
instructions?
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A

Q

A

If you hold shares
directly as a record
holder and also in
“street name” or
otherwise through a
nominee, you may
receive more than
one proxy
statement/prospectus
:and/or set of voting
instructions relating
to the special
meeting. These
should each be voted
and/or returned
separately in order to
ensure that all of
your shares are
voted.

Should I send in my
:stock certificates of
Riverside now?

No. Riverside
shareholders will
receive a letter of
transmittal and
instructions for
surrendering of their
stock certificates. In
:the meantime, you
should retain your
stock certificates
because they are still
valid. Please do not
send in your stock
certificates with your
proxy card.

Where can I find
_more information
“about SAL and

Riverside?

:You can find more
information about
SBT, SAL and
Riverside from the
various sources
described under
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“Where You Can Find
More Information”
beginning on page

~Whom can I call with
"questions?

You may contact
SAL or Riverside at
the telephone
numbers listed under
“Where You Can Find

A:More Information” on
page ___. Ineach
case, please ask to
speak with the
persons identified in
that section.
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SUMMARY

The following is a summary of information located elsewhere in this document. It does not contain all of the

information that is important to you. Before you vote, you should give careful consideration to all of the information
contained in this document and the information incorporated into this document by reference to fully understand the
merger. See “Where You Can Find More Information” on page ___. Each item in this summary refers to the page where
that subject is discussed in more detail.

The Companies (Page __ )

Salisbury Bancorp, Inc.

SAL is a Connecticut corporation that owns all of the outstanding shares of common stock of SBT. At June 30, 2014,
SAL had on a consolidated basis, assets of $621 million, deposits of $507 million, and shareholders’ equity of
approximately $75 million. SAL’s stock is traded on the NASDAQ Capital Market under the symbol “SAL”. SBT, which
is headquartered in Lakeville, CT, is a nine (9) branch community bank serving Litchfield County, Connecticut,

Dutchess County, New York, and Berkshire County, Massachusetts. SBT offers a full range of deposit, loan and

related banking and financial products and services to retail and commercial customers.

Riverside Bank

Riverside is a New York State chartered commercial bank headquartered in Poughkeepsie, New York. Riverside
provides a full range of banking products and services through its main office in Poughkeepsie and three branch
offices located in Red Oaks Mill, Fishkill and Newburgh, New York. Riverside’s primary business focus is serving the
banking needs of small and medium sized businesses. Riverside focuses almost exclusively on commercial lending. At
June 30, 2014, Riverside had assets of approximately $224 million and deposits of approximately $197 million.

The Special Meeting of Shareholders of Riverside

Date, Time and Place of the Special Meeting (Page __ )
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Riverside will hold its special meeting of shareholders at on , 2014, at ,
local time.

Actions to be Taken at the Riverside Special Meeting (Page ___ )

At the Riverside special meeting Riverside shareholders will be asked to approve the merger agreement and, if
necessary, approve one or more adjournments of the special meeting.

Recommendation of Riverside Board of Directors (Page )

The Riverside board of directors unanimously recommends that Riverside shareholders vote “FOR” approval of the
merger agreement and “FOR” approval of the proposal to adjourn the special meeting.

Record Date; Outstanding Shares; Shares Entitled to Vote (Page __ )

Only holders of record of Riverside common stock at the close of business on the record date of , 2014, are
entitled to notice of and to vote at the special meeting. As of the record date, there were shares of
Riverside common stock outstanding, held of record by approximately shareholders.

Quorum; Vote Required (Page __ )

A quorum of Riverside shareholders is necessary to hold a valid meeting. If the holders of at least a majority of the
total number of the outstanding shares of Riverside common stock entitled to vote are represented in person or by
proxy at the special meeting, a quorum will exist. Riverside will include proxies marked as abstentions and broker
non-votes in determining the presence of a quorum at the special meeting.
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The affirmative vote of the holders of at least two-thirds of the shares of Riverside common stock outstanding and
entitled to vote is required to approve the merger agreement. The affirmative vote of the holders of at least a majority
of the shares present and entitled to vote at the special meeting is required to approve the proposal to adjourn the
special meeting.

Share Ownership of Management; Voting Agreements (Page __ )

As of the record date, the directors and executive officers of Riverside and their affiliates collectively owned

shares of Riverside common stock, or approximately [ ] of Riverside’s outstanding shares. Each
Riverside director and executive officer has entered into a voting agreement with SAL, which requires each person to
vote all of the shares of Riverside common stock beneficially owned by him or her “FOR” approval of the merger
agreement and the other proposals described in the notice for the special meeting. None of the directors or executive
officers were paid any additional consideration in connection with the execution of the voting agreement.

Proxies, Voting and Revocation (Page __ )

The Riverside board of directors requests that you return the proxy card accompanying this document for use at the
special meeting. Please complete, date and sign the proxy card and promptly return it in the enclosed pre-paid
envelope. All properly signed proxies received prior to the special meeting and not revoked before the vote at the
special meeting will be voted at the special meeting according to the instructions indicated on the proxies or, if no
instructions are given, to approve the merger agreement.

You may revoke your proxy at any time by taking any of the following actions before your proxy is voted at the
special meeting:

delivering a written notice bearing a date later than the date of your proxy card to the President and CEO of Riverside,
stating that you revoke your proxy;

signing and delivering to the CEO of Riverside a new proxy card relating to the same shares and bearing a later date;
or

attending the special meeting and voting in person, although attendance at the special meeting will not, by itself,
revoke a proxy.

The Special Meeting of Shareholders of SAL

Date, Time and Place of the SAL Special Meeting (Page __ )
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SAL will hold its special meeting of shareholders at the on , 2014, at ,
local time.

Actions to be Taken at the Special Meeting (Page __ )

At the SAL special meeting SAL shareholders will be asked to vote to approve the merger agreement, to approve the
amendment to the certificate of incorporation to increase SAL’s authorized stock and to eliminate the minimum and
maximum number of directors on the SAL board and provide that the number of directors shall be fixed from time to
time by the board of directors, to approve the issuance of shares as merger consideration, and, if necessary, to approve
one or more adjournments of the special meeting.

Recommendation of SAL Board of Directors (Page __ )

The SAL board of directors unanimously recommends that SAL shareholders vote “FOR” approval of the SAL merger
proposal, “FOR” approval of the SAL certificate of amendment proposal, “FOR” approval of the proposal to issue SAL
common stock, and “FOR” approval of the SAL adjournment proposal.
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Record Date; Outstanding Shares; Shares Entitled to Vote (Page __ )

Only holders of record of SAL common stock at the close of business on the record date of , 2014, are
entitled to notice of and to vote at the special meeting. As of the record date, there were shares of SAL
common stock outstanding, held of record by approximately shareholders.

Quorum; Vote Required (Page )

A quorum of SAL shareholders is necessary to hold a valid meeting. If the holders of at least a majority of the total
number of the outstanding shares of SAL common stock entitled to vote are represented in person or by proxy at the
special meeting, a quorum will exist. SAL will include proxies marked as abstentions and broker non-votes in
determining the presence of a quorum at the special meeting.

The affirmative vote of the holders of at least a majority of the shares of SAL common stock outstanding and entitled
to vote is required to approve the SAL merger proposal, the SAL certificate of amendment proposal, and the SAL
adjournment proposal, if necessary.

Share Ownership of Management (Page __ )

As of the record date, the directors and executive officers of SAL and their affiliates collectively owned
shares of SAL common stock, or approximately % of SAL’s outstanding shares.

Proxies, Voting and Revocation (Page __ )

SAL’s board of directors requests that you return the proxy card accompanying this document for use at the special
meeting. Please complete, date and sign the proxy card and promptly return it in the enclosed pre-paid envelope. All
properly signed proxies received prior to the special meeting and not revoked before the vote at the special meeting
will be voted at the special meeting according to the instructions indicated on the proxies or, if no instructions are
given, to approve the merger agreement.

You may revoke your proxy at any time by taking any of the following actions before your proxy is voted at the
special meeting:
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delivering a written notice bearing a date later than the date of your proxy card to the Secretary of SAL, stating that
you revoke your proxy;

signing and delivering to the Secretary of SAL a new proxy card relating to the same shares and bearing a later date;
or

attending the special meeting and voting in person, although attendance at the special meeting will not, by itself,
revoke a proxy.

The Merger and the Merger Agreement

The proposed merger is of Riverside with and into SBT, with SBT as the surviving institution in the merger. The
merger agreement is attached to this joint proxy statement/prospectus as Appendix A. Please carefully read the
merger agreement as it is the legal document that governs the merger.

Structure of the Merger (Page __ )

Subject to the terms and conditions of the merger agreement, and in accordance with Connecticut Banking Law, at the
completion of the merger, Riverside will merge with and into SBT. SBT will be the surviving institution in the merger
and will continue its corporate existence under the laws of the State of Connecticut. Upon completion of the merger,
the separate corporate existence of Riverside will terminate.
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Consideration to be Received in the Merger (Page __ )

Upon completion of the merger, each outstanding share of Riverside common stock (other than any Riverside stock
held by Riverside, which will be cancelled) will be converted into the right to receive 1.35 shares of SAL common
stock.

No fractional shares of SAL common stock will be issued to any holder of Riverside common stock upon completion
of the merger. For each fractional share that would otherwise be issued, SAL will pay each shareholder cash (without
interest) in an amount equal to the fractional share interest to which such shareholder would otherwise be entitled
multiplied by the average of the daily closing prices of SAL common stock during the regular session of SAL
common stock on NASDAQ for the five consecutive trading days ending on the third business day immediately prior
to the closing date, rounded to the nearest whole cent.

Treatment of Riverside’s Stock Options (Page __ )

At the effective time of the merger, SAL will assume each validly issued stock option granted under Riverside’s stock
option plan, whether vested or unvested, and which has not been previously exercised or cancelled, subject to
adjustment such that options granted under Riverside’s stock option plan will be exercisable for shares of SAL
common stock. Of the 41,000 options granted in 2013, 21,000 options will not be assumed by SAL, and will be
terminated by Riverside prior to the effective time.

Opinion of Keefe, Bruyette & Woods, Inc., Financial Advisor to Riverside (Page __ )

On March 18, 2014, Riverside’s financial advisor, Keefe, Bruyette & Woods, Inc. (“KBW?”), rendered to the Riverside
board of directors its opinion as to the fairness, from a financial point of view and as of the date of the opinion, of the
exchange ratio in the proposed merger. The full text of KBW’s written opinion, which sets forth the procedures
followed, assumptions made, matters considered and qualifications and limitations on the review undertaken by KBW,
is included as Appendix C to this joint proxy statement/prospectus. Riverside shareholders are urged to read the
opinion in its entirety. KBW’s opinion speaks only as of the date of the opinion. The opinion was directed to the
Riverside board of directors (in its capacity as such) in its consideration of the financial terms of the merger
and addressed only the fairness, from a financial point of view, of the exchange ratio to the holders of Riverside
common stock. It did not address the underlying business decision of Riverside to engage in the merger and
does not constitute a recommendation to any Riverside shareholder as to how to vote in connection with the
merger or any other matter.

Opinion of Sterne, Agee & Leach, Financial Advisor to SAL (Page __ )
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On March 18, 2014, Sterne, Agee & Leach (“Sterne Agee”) rendered to the SAL board of directors its opinion that, as of
such date, the consideration to be paid to the Riverside shareholders by SAL in the merger was fair, from a financial
point of view, to SAL shareholders. The full text of Sterne Agee’s written opinion, which sets forth the procedures
followed, assumptions made, matters considered and qualifications and limitations on the review undertaken by Sterne
Agee, is included as Appendix D to this joint proxy statement/prospectus. SAL shareholders are urged to read the
opinion in its entirety. The description of the opinion set forth herein is qualified in its entirety by reference to the full
text of such opinion. Sterne Agee’s opinion speaks only as of the date of the opinion. The opinion is directed to
the SAL board of directors and addresses only the fairness, from a financial point of view, of the merger
consideration to be paid to the holders of SAL common stock. It does not address the underlying business
decision to proceed with the merger and does not constitute a recommendation to any SAL shareholder as to
how the shareholder should vote at the SAL special meeting.

Interests of Riverside’s Directors and Executive Officers in the Merger (Page __ )

Riverside’s executive officers and directors may have financial interests in the merger that are different from, or in
addition to, the interests of Riverside shareholders. These interests include continued indemnification and insurance
coverage by SAL after the merger for acts or omissions occurring before the merger, severance payments due certain
executive officers in connection with the merger under pre-existing employment agreements, the entry into
employment agreements with SAL and two (2) executive officers of Riverside, the appointment of five (5) individuals
to the board of directors of both SAL and SBT following the effective date of the merger and the invitation of those
Riverside directors who will not join the SAL or SBT boards of directors to serve on an advisory board of SAL and
the assumption of outstanding Riverside stock options by SAL. Riverside’s board of directors was aware of these
interests and considered them in its decision to approve the merger agreement.

-10-

45



Edgar Filing: SALISBURY BANCORP INC - Form S-4

SAL and Salisbury Bank and Trust Company Management and Boards of Directors After the Merger (Page __ )

SBT has agreed to appoint John M. Davies, the current Chief Executive Officer and President of Riverside to the
position of President of the New York Region of SBT and to appoint Todd Rubino, the current Executive Vice
President and Senior Lending Officer of Riverside, to be the Vice President, Senior Lender of the New York Region
pursuant to employment agreements to be effective upon consummation of the merger. In addition, SAL has agreed to
appoint five (5) representatives of Riverside, Rudolph P. Russo, Charles M. Andola, George E. Banta, Michael D.
Gordon and P. Diane Hoe, to the board of directors of SAL effective immediately following the effective date of the
merger.

No Solicitation of Alternative Transactions (Page __ )

While the merger agreement is in effect, Riverside has agreed not to initiate, solicit, encourage or knowingly facilitate
the submission of any proposals from third parties regarding acquiring Riverside or its businesses. In addition,
Riverside has agreed not to engage in discussions or negotiations with or provide confidential information to a third
party regarding acquiring Riverside or its businesses. However, if Riverside receives an acquisition proposal from a
third party that did not result from solicitation in violation of its obligations under the merger agreement prior to the
date of the special meeting of Riverside shareholders, Riverside may participate in discussions with, or provide
confidential information to, such third party if, among other steps, Riverside’s board of directors concludes in good
faith that the failure to take such actions would result in a violation of its fiduciary duties under applicable law.

Conditions to Completion of the Merger (Page )

As more fully described in this joint proxy statement/prospectus and the merger agreement, the completion of the
merger depends on a number of mutual conditions being satisfied or waived, including approval of the merger
agreement by Riverside and SAL shareholders, approval of an amendment to the SAL certificate of incorporation,
approval of the issuance of SAL shares as merger consideration by the SAL shareholders, and receipt of required
regulatory approvals.

Termination of the Merger Agreement (Page __ )

The merger agreement specifies a number of situations when SAL and Riverside may terminate the merger agreement.
For example, the merger agreement may be terminated at any time prior to the effective time by mutual consent and
by either party under specified circumstances, including if the merger is not consummated by December 31, 2014,
unless the delay is due to a material breach of the merger agreement by the party seeking to terminate the merger
agreement.
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Termination Fee and Termination Expenses (Page __ )

Riverside has agreed to pay to SAL a termination fee of $1,200,000 plus certain termination expenses of up to
$500,000, if the merger agreement is terminated under certain circumstances as specified in “The Merger Agreement -
Termination Fee and Termination Expense” beginning on page ___.

Waiver or Amendment of Merger Agreement Provisions (Page __ )

At any time prior to the completion of the merger, a provision of the merger agreement may be waived by the party
intended to benefit by the provision, or may be amended or modified by a written action taken or authorized by the
parties’ respective boards of directors. However, after the approval of the merger agreement by the Riverside
shareholders, no amendment will be made which by law requires further approval by Riverside shareholders without
such further approval.

-11-
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Material U.S. Federal Income Tax Consequences of the Merger (Page __ )

The merger is intended to qualify for U.S. federal income tax purposes as a “reorganization” within the meaning of
Section 368(a) of the Code. Accordingly, Riverside shareholders generally will not recognize any gain or loss on the
conversion of shares of Riverside common stock solely into shares of SAL common stock. However, a Riverside
shareholder generally will be subject to tax on cash received in lieu of any fractional share of SAL common stock that
a Riverside shareholder would otherwise be entitled to receive.

Tax matters are very complicated. You should consult your tax advisor for a full explanation of the tax
consequences of the merger to you.

Regulatory Approvals Required for the Merger (Page __ )

To complete the merger, SBT and Riverside need the prior approval of the Federal Deposit Insurance Corporation
(“FDIC”) and the Connecticut Department of Banking (“CT DOB”). In addition, SAL must receive a waiver from the
Federal Reserve Bank of Boston (“FRB”). The United States Department of Justice (the “DOJ”) is able to provide input
into the approval process of federal banking agencies to challenge the approval on antitrust grounds. Prior to the date
of the Riverside and SAL special meetings, SBT and Riverside will have filed all necessary applications and notices
with regulators. Approval by the FDIC and CT DOB and the issuance of a waiver by the FRB is required prior to the
merger of Riverside into SBT. SAL and Riverside cannot predict, however, whether or when the required regulatory
approval will be obtained or whether any such approval and waiver will impose any burdensome condition upon SAL.

Accounting Treatment of the Merger (Page )

The merger will be accounted for using the purchase method of accounting with SBT treated as the acquiror. Under

this method of accounting, Riverside’s assets and liabilities will be recorded by SBT at their respective fair values as of
the closing date of the merger and added to those of SBT. Any excess of purchase price over the net fair values of
Riverside’s assets and liabilities will be recorded as goodwill. Any excess of the fair value of Riverside’s net assets over
the purchase price will be recognized in earnings by SBT on the closing date of the merger.

Dissenters’ Rights (Page __ )

Under New York law, holders of Riverside common stock have the right to dissent from, and obtain payment of the
fair value of their shares of Riverside common stock in connection with, the merger. To perfect such dissenters’ rights,
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a Riverside shareholder must not vote for the approval of the merger agreement and must strictly comply with all of
the procedures required under the New York law. These procedures are described more fully beginning on page ___.

The relevant provisions of the New York law are included as Appendix B to this joint proxy statement/prospectus.

Listing of SAL Common Stock to be Issued in the Merger (Page __ )

SAL’s common stock is quoted on the NASDAQ Capital Market under the trading symbol “SAL.” The SAL shares to be
issued to the shareholders of Riverside will also be included for quotation on the NASDAQ Capital Market.

Comparison of Shareholders’ Rights (Page __ )

As a result of the merger, some or all of the holders of Riverside common stock will become holders of SAL common
stock. Following the merger, Riverside shareholders will have different rights as shareholders of SAL than as
shareholders of Riverside due to the different provisions of the governing documents of SAL and Riverside and
differences between the New York Law, which governs the rights of Riverside shareholders, and the Connecticut
Business Corporation Act, which governs the rights of SAL shareholders. For additional information regarding the
different rights as shareholders of SAL than as shareholders of Riverside, see “Comparison of Shareholders’ Rights”
beginning on page ___.

-12-
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UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION

The following unaudited pro forma condensed combined financial information gives effect to the merger of SAL and
Riverside based on the assumptions set forth below. The unaudited pro forma condensed combined financial
information reflects the impact of the merger on the combined balance sheets and on the combined statements of
income under the acquisition method of accounting under generally accepted accounting principles with SAL treated
as the acquirer. Under the acquisition method of accounting, Riverside’s assets and liabilities are recorded by SAL at
their estimated fair values as of the date that the merger is completed. However, no pro forma adjustments have been
included that reflect potential effects of cost savings or synergies that may be obtained by combining the operations of
SAL and Riverside, or the costs of combining the companies and their operations.

The unaudited pro forma condensed combined balance sheet as of March 31, 2014 assumes the merger was completed
on that date. The unaudited pro forma condensed combined statements of income for the year ended December 31,
2013 assume the merger was completed on January 1, 2013.

The unaudited pro forma information is provided for informational purposes only. The pro forma financial
information presented is not necessarily indicative of the actual results that would have been achieved had the merger
been consummated on the dates or at the beginning of the periods presented, and is not necessarily indicative of future
results. The unaudited pro forma financial information should be read in conjunction with the historical consolidated
financial statements and related notes of SAL, which are incorporated into this document by reference, and the
historical consolidated financial statements and related notes of Riverside, which are included in this document.

The following unaudited pro forma condensed combined balance sheet as of March 31, 2014 combines the March 31,
2014 balance sheets of SAL and Riverside assuming the merger was completed on March 31, 2014.

Unaudited Pro Forma Condensed Combined Balance Sheet as of March 31, 2014

lsazlrllilz)ury Riverside Adiustments Unaudited
InC rp’ B ank J u PrO FOI‘IIla

(in thousands)

Cash and cash equivalents and certificates of deposit $9,404 $16,145 $ (1,980 ) (1 ) $23,569
Securities available for sale, at fair value 92,675 16,263 (138 ) (2 ) 108,800
Loans, net and loans held for sale 446,638 185,187 (869 ) (3 ) 630,956
Premises and equipment, net 12,049 1,154 (129 ) 4 ) 13,074
Goodwill 9,829 — 2,292 5 ) 12,121
Identifiable intangible assets 520 — 1,574 6 ) 2,094
Other assets 18,656 6,266 631 (7 ) 25,553
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Total assets $589,771 $225,015 $ 1,381 $816,167
Deposits $477,512 $198,231 $ 720 (8 ) $676,463
Borrowings 33,085 — — 33,085
Other liabilities 5,173 1,157 535 9 ) 6,865
Shareholders’ equity 74,001 25,627 126 (10) 99,754
Total liabilities and shareholders’ equity $589,771 $225,015 $ 1,381 $816,167
Common Shares 1,711 742 1,002 (11) 2,713
M Cash component of transaction, which includes transaction expenses and costs.
(3] Acquisition accounting fair value adjustment on securities portfolio.

3)Calculated to reflect fair value adjustments on loans of ($3,729), net of eliminated Riverside allowance for loan
losses of $2,860.

(4) Acquisition accounting fair value adjustment on bank premises. Purchase discount is accreted over a 15-year period.

Calculated as the fair value of consideration paid in the acquisition of Riverside, less amounts allocated to the fair
(5)value of identifiable assets acquired and liabilities assumed. The purchase price, purchase price allocation, and
financing of the transaction are as follows:
-13-
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Purchase Price for Riverside paid as:

Conversion of 100% of Riverside’s outstanding shares of common stock and in the money options into 1.35
shares of SAL stock (based upon the closing SAL’s stock price of $26.8601 at March 31, 2014)

Allocated to:

Historical net book value of Riverside assets and liabilities

Adjustment to Riverside equity resulting from transaction related to expenses attributable to Riverside and
SAL

Adjustments to step-up assets and liabilities to fair value:

Securities available for sale

Loans, net

Premises and equipment

Other assets (Net tax deferred asset)

Deposits

Core deposit intangible

Excess purchase price over fair value of identifiable assets and liabilities (goodwill)

$27,303
$25,627
$(430 )
$(138 )
$(869 )
$(129 )
$96

$(720 )
$1,574
$2,292

Calculated to reflect the recognition of the estimated fair value of core deposit intangible, or CDI. The estimated
6 intangibles represent the estimated future economic benefit resulting from the acquired customer balances and
relationships. These values were derived from similar transactions. The final values will be determined based upon

independent appraisals at the date of acquisition.
; Calculated to reflect estimated deferred income tax assets of $631 arising from the purchase and fair value
adjustments of assets and liabilities.
®) Calculated to reflect fair value adjustments on deposits at current market rates.

©  Calculated to reflect estimated deferred tax liabilities of $535 arising from the core deposit intangible.
Calculated to reflect the elimination of Riverside shareholders' equity as part of the acquisition accounting
(10)adjustments and represents the conversion of 100% of Riverside shares into SAL shares at an exchange ratio of

1.35 of SAL shares (assuming a stock price of $26.8601).
(1 Reflects newly issued SAL shares.

-14-
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The following unaudited pro forma condensed combined statement of income for the three months ended March 31,
2014 combines the statements of income of SAL and Riverside assuming the merger was completed on January 1,

2014.

Unaudited Pro Forma Condensed Combined Statement of Income for the

Three Months Ended March 31, 2014

Interest and dividend income:
Interest and fees on loans

Interest and dividends on securities
Interest on cash equivalents and certificates of deposit
Total interest and dividend income

Interest expense:

Interest on deposits

Interest on borrowed funds

Total interest expense

Net interest and dividend income

Provision for loan losses

Net interest and dividend income, after provision for loan losses

Non-interest income:

Service charges on deposits

Income from fiduciary activities

Net gain on sales of securities

Net increase in cash surrender value of bank-owned life insurance
Other operating income

Total non-interest income

Non-interest expenses:

Salaries and employee benefits
Occupancy and equipment expenses
Deposit insurance expense

Other operating expense

Total non-interest expenses

Income before income taxes

Provision for income taxes

Net income
Net income available to common shareholders

Salisbury, . . Unaudited
B.ancorp,RlverSlde Adjustments Pro
Bank

Inc. Forma

(in thousands, except per share data)

$4,596 $2,387 $ 105 (1) $ 7,088
826 47 — 873
21 1 — 22
5,443 2,435 105 7,983
351 266 (15 ) (2) 602
317 — — 317
668 266 (15 ) 919
4,775 2,169 120 7,064
337 210 — 547
4438 1,959 120 6,517
542 47 — 589
779 — — 779
— 2 — 2
58 — — 58
59 128 — 187
1,438 177 — 1,615
2,585 849 — 3,434
673 171 2 (3) 846
98 33 — 131
1,754 352 93 4 2,199
5,110 1,405 95 6,610
766 731 25 1,522
215 267 9 5) 491

$551 $4064 $ 16 $ 1,031

$505 $4064 $ 16 $ 985
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Weighted-average shares outstanding:
Basic
Diluted

Earnings per share
Basic

Diluted
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1,691 1,002 (6)
1,691 1,003 (6)

$0.29 $0.46
$0.29 $0.46

14

2,693
2,708

$0.37
$0.36
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Amount represents accretion of loan discount of approximately $1.2 million, over an estimated weighted average
(life of 3.4 years. $0.77 million is the portion of the fair value adjustment on loans which is due to changes in the
interest rate environment and not the portion that reflects the credit quality fair value adjustment on the loans.
@ Amount represents amortization of deposit fair value adjustment of $0.72 million, over the estimated life of the
deposits.
(3 Amounts represents amortization of fair value adjustment on fixed assets over estimated life of 15 years.
Amount represents CDI amortization of $1.6 million over an estimated life of 10 years using an accelerated method
based on anticipated life of deposits.
(5) Amount represents a change in taxes from adjustments at an assumed tax rate of 34%.
Weighted-average shares outstanding used in the computation of Riverside earnings per share reflect the conversion
of such shares into SAL shares at an exchange ratio of 1.35 SAL shares.

“

O
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The following unaudited pro forma condensed combined statement of income for the year ended December 31, 2013
combines the statements of income of SAL and Riverside assuming the merger was completed on January 1, 2013.

Unaudited Pro Forma Condensed Combined Statement of Income for the

Year Ended December 31, 2013

Salisbury Riverside

. Unaudited

i}zzr?corp, Bank Adjustments Pro Forma

(in thousands, except per share data)
Interest and dividend income:
Interest and fees on loans $17978 $9,686 $ 235 (1) $27,899
Interest and dividends on securities 3,705 143 — 3,848
Interest on cash equivalents and certificates of deposit 67 1 — 68
Total interest and dividend income 21,750 9,830 235 31,815
Interest expense:
Interest on deposits 1,813 1,263 (75 ) (2) 3,001
Interest on borrowed funds 1,249 — — 1,249
Total interest expense 3,062 1,263 (75 ) 4,250
Net interest and dividend income 18,688 8,567 310 27,565
Provision for loan losses 1,066 820 — 1,886
Net interest and dividend income, after provision for loan losses 17,622 7,747 310 25,679
Non-interest income:
Service charges on deposits 2,298 547 — 2,845
Income from fiduciary activities 3,074 — — 3,074
Net gain on sales of securities — — — —
Net increase in cash surrender value of bank-owned life insurance 234 117 — 351
Other operating income 699 164 — 863
Total non-interest income 6,305 828 — 7,133
Non-interest expenses:
Salaries and employee benefits 10,271 3,524 — 13,795
Occupancy and equipment expenses 2,398 696 9 3) 3,103
Deposit insurance expense 470 142 — 612
Other operating expense 5,796 1,338 360 4) 7,494
Total non-interest expenses 18,935 5,700 369 25,004
Income before income taxes 4,992 2,875 (59 ) 7,808
Provision (benefit) for income taxes 909 1,069 (21 ) (5) 1957
Net income $4,083 $1,806 $ (38 ) $5,851
Net income available to common shareholders $3,922 $1,806 $ (38 ) $5,690
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Weighted-average shares outstanding:

Basic 1,691 999
Diluted 1,691 1,000
-17-
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2,690
2,705
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Earnings per share
Basic $2.30 $1.81 $2.12
Diluted $2.30 $1.81 $2.10

Amount represents accretion of loan discount of approximately $1.2 million, over an estimated weighted average
(life of 3.4 years. $0.77 million is the portion of the fair value adjustment on loans which is due to changes in the
interest rate environment and not the portion that reflects the credit quality fair value adjustment on the loans.
5 Amount represents amortization of deposit fair value adjustment of $0.72 million, over the estimated life of the
deposits.
(3) Amount represents amortization of fair value adjustment on fixed assets over estimated life of 15 years
Amount represents CDI amortization of $1.9 million over an estimated life of 10 years using an accelerated method
based on anticipated life of deposits.
Q) Amount represents a change in taxes from adjustments at an assumed tax rate of 34.0%.
Weighted-average shares outstanding used in the computation of Riverside earnings per share reflect the conversion
of such shares into SAL shares at an exchange ratio of 1.35 SAL shares.

“)

(6)
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CAUTIONARY NOTE CONCERNING FORWARD-LOOKING STATEMENTS

This joint proxy statement/prospectus, including information included or incorporated by reference in this joint proxy
statement/prospectus, may contain forward-looking statements within the meaning of the Private Securities Litigation

Reform Act of 1995. These forward-looking statements include, but are not limited to, statements about the benefits of

the merger between SAL and Riverside, including future financial and operating results and performance; statements

about SAL and Riverside’s plans, objectives, expectations and intentions with respect to future operations, products

and services; and other statements identified by words such as “expects,” “anticipates,” “intends,” “plans,” “believes,” “seeks,”
“estimates,” “will,” “should,” “may” or words of similar meaning. These forward-looking statements are based upon the
current beliefs and expectations of SAL and Riverside’s management and are inherently subject to significant business,
economic and competitive uncertainties and contingencies, many of which are difficult to predict and generally

beyond the control of SAL and Riverside. In addition, these forward-looking statements are subject to assumptions

with respect to future business strategies and decisions that are subject to change. Actual results may differ materially
from the anticipated results discussed in these forward-looking statements.

LT3 99 ¢

In addition to the items discussed under “Risk Factors” elsewhere in this joint proxy statement/prospectus, the following
factors, among others, could cause actual results to differ materially from the anticipated results or other expectations
expressed in the forward-looking statements:

difficulties related to the consummation of the merger and the integration of the businesses of SBT and Riverside;
. the level and timeliness of realization, if any, of expected cost savings from the merger;
. lower than expected revenues following the merger;
. difficulties in obtaining required shareholder and regulatory approvals for the merger;
» limitations imposed by the merger agreement on Riverside’s ability to pursue alternatives to the merger;
local, regional, national and international economic conditions and the impact they may have on SBT or Riverside and
their customers;
. continued volatility and disruption in national and international financial markets;
. changes in the level of non-performing assets and charge-offs;
changes in estimates of future reserve requirements based upon the periodic review thereof under relevant regulatory
and accounting requirements;
adverse conditions in the securities markets that lead to impairment in the value of securities in SAL’s or Riverside’s
investment portfolio;
. inflation, interest rate, securities market and monetary fluctuations;
the timely development and acceptance of new products and services and perceived overall value of these products
and services by users;
. changes in consumer spending, borrowings and savings habits;
. technological changes;
. the ability to increase market share and control expenses;
changes in the competitive environment among banks, financial holding companies and other financial service
providers;
the effect of changes in laws and regulations (including laws and regulations concerning taxes, banking, securities and
insurance) with which SBT, SAL and Riverside must comply;
the effect of changes in accounting policies and practices, as may be adopted by the regulatory agencies, as well as the
Public Company Accounting Oversight Board, the Financial Accounting Standards Board and other accounting

59



Edgar Filing: SALISBURY BANCORP INC - Form S-4

standard setters;
the costs and effects of legal and regulatory developments including the resolution of legal proceedings or regulatory
or other governmental inquiries and the results of regulatory examinations or reviews;
a possible change in SAL’s ability to pay dividends in the future in accordance with past practice, due to dependence
on SBT’s earnings and certain legal and regulatory restrictions; and

. SAL’s and Riverside’s success at managing the risks involved in the foregoing items.

You are cautioned not to place undue reliance on the forward-looking statements, which speak only as of the date of
this joint proxy statement/prospectus or the date of any document incorporated by reference in this joint proxy
statement/prospectus. All subsequent written and oral forward-looking statements concerning the merger or other
matters addressed in this joint proxy statement/prospectus and attributable to SAL and Riverside or any person acting
on their behalf are expressly qualified in their entirety by the cautionary statements contained or referred to in this
section. Except to the extent required by applicable law or regulation, SAL and Riverside undertake no obligation to
update these forward-looking statements to reflect events or circumstances after the date of this joint proxy
statement/prospectus or to reflect the occurrence of unanticipated events.

-19-
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RISK FACTORS

In addition to the other information included in this joint proxy statement/prospectus (including the matters addressed
in “Cautionary Note Concerning Forward-Looking Statements”) and incorporated by reference into this document, you
should carefully consider the matters described below in determining how to vote for the proposal presented in this
Jjoint proxy statement/prospectus. Any of these risks could have an adverse effect on SAL’s business, financial

condition, results of operations or prospects, which could in turn affect the price of its shares.

The value of the merger consideration will vary with changes in SAL’s stock price.

Upon completion of the merger, all of the outstanding shares of Riverside common stock will be converted into shares
of SAL common stock. The ratio at which the shares will be converted is fixed at 1.35 shares of SAL common stock
for each share of Riverside common stock. Any change in the price of SAL common stock will affect the aggregate
value Riverside shareholders will receive in the merger. Stock price changes may result from a variety of factors that
are beyond the control of SAL and Riverside, including changes in businesses, operations and prospects, regulatory
considerations, and general market and economic conditions. Accordingly, at the time of the special meeting, you will
not know the exact value of the stock consideration to be received by Riverside shareholders in the merger. In
addition, there will be a time period between the completion of the merger and the time at which former Riverside
shareholders actually receive their shares of SAL common stock. Until shares are received, former Riverside
shareholders may not be able to sell their SAL shares in the open market and, therefore, will not be able to avoid
losses resulting from any decrease, or secure gains resulting from any increase, in the trading price of SAL common
stock during this period.

The merger agreement may be terminated in accordance with its terms and the merger may not be completed.

The merger agreement is subject to a number of conditions which must be fulfilled in order to complete the merger.
Those conditions include:

. approval of the merger agreement by Riverside and SAL shareholders;
approval by SAL shareholders of an amendment to SAL’s certificate of incorporation to increase SAL’s authorized
stock and eliminate the minimum and maximum number of directors on its board and the issuance of SAL common
stock as merger consideration pursuant to the merger agreement;

. the receipt of required regulatory approvals;
. absence of orders prohibiting the completion of the merger;
. effectiveness of the registration statement of which this joint proxy statement/prospectus is a part;

the continued accuracy of the representations and warranties by both parties and the performance by both parties of
their covenants and agreements; and
. the receipt by both parties of tax opinions from their respective counsels.
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If these conditions are not satisfied or waived (to the extent legally waivable), we will not be able to consummate the
merger and the merger agreement will be terminated. In addition, under the merger agreement, each of SAL and
Riverside have the right to terminate the merger agreement under certain circumstances. We can give you no
assurance that the merger will actually be completed.

The need for regulatory approvals may delay the date of completion of the merger or may diminish the benefits
of the merger.

SBT, SAL and Riverside are required to obtain the approvals or nonobjections of bank regulatory agencies prior to
completing the merger. Satisfying any requirements of these regulatory agencies may delay the date of completion of
the merger. In addition, it is possible that, among other things, restrictions on the combined operations of the two
companies, including divestitures, may be sought by governmental agencies as a condition to obtaining the required
regulatory approvals. Any regulatory restriction may diminish the benefits of the merger to Riverside and SAL. SAL
is not required to complete the merger if a governmental agency, as part of its authorization or approval, imposes any
condition, restriction or requirement upon SAL that SAL reasonably determines in good faith would individually or in
the aggregate, materially reduce the benefits of the merger to such a degree that SAL would not have entered into the
merger agreement had such a condition, restriction or requirement been known at the time the merger agreement was
entered into.

220-
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If the merger is not completed, Riverside and SAL will have incurred substantial expenses without their
respective shareholders realizing the expected benefits.

Riverside and SAL have each incurred substantial expenses in connection with the transactions described in this joint
proxy statement/prospectus. If the merger is not completed, Riverside expects that it will have incurred approximately
$430,000 (after tax) in merger-related expenses and SAL expects that it will have incurred approximately $1,550,000
(after tax) in merger-related expenses. These expenses would likely have a material adverse impact on the operating
results of Riverside and SAL, respectively, because they would not have realized the expected benefits of the merger.
There can be no assurance that the merger will be completed.

Riverside and SAL will be subject to business uncertainties and contractual restrictions while the merger is
pending.

Uncertainty about the effect of the merger on employees, suppliers and customers may have an adverse effect on
Riverside or SAL. These uncertainties may impair Riverside’s or SAL’s ability to attract, retain and motivate key
personnel until the merger is completed, and could cause customers, suppliers and others who deal with Riverside to
seek to change existing business relationships with Riverside or SAL. Riverside or SAL employee retention and
recruitment may be particularly challenging prior to the effective time of the merger, as employees and prospective
employees may experience uncertainty about their future roles with the combined company.

The pursuit of the merger and the preparation for the integration may place a significant burden on management and
internal resources. Any significant diversion of management attention away from ongoing business and any
difficulties encountered in the transition and integration process could affect the financial results of Riverside or SAL
and, following the merger, the combined company. In addition, the merger agreement requires that Riverside and SAL
operate in the ordinary course of business consistent with past practice and restricts Riverside or SAL from taking
certain actions prior to the effective time of the merger or termination of the merger agreement. This may limit the
ability of Riverside or SAL to engage in new lines of business or take advantage of other business opportunities while
the merger is pending.

The merger agreement limits Riverside’s ability to pursue alternatives to the merger.

The merger agreement contains terms and conditions that make it more difficult for Riverside to sell its business to a
party other than SAL. Riverside has agreed to take action necessary to convene and to hold a meeting of shareholders
of Riverside to consider and vote upon the approval of the merger agreement and the merger as promptly as
practicable following the execution of the merger agreement. Subject to certain limited exceptions, Riverside’s board
of directors is required to recommend such approval.
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SAL required Riverside to agree to these provisions as a condition to SAL’s willingness to enter into the merger
agreement. However, these provisions might discourage a third party that might have an interest in acquiring all or a
significant part of Riverside from considering or proposing that acquisition even if it were prepared to pay
consideration with a higher per share price than the current proposed merger consideration, and the termination fee
might result in a potential competing acquirer proposing to pay a lower per share price to acquire Riverside than it
might otherwise have proposed to pay.

SAL may fail to realize the anticipated benefits of the merger.

The success of the merger will depend, in part, on the combined company’s ability to realize the anticipated benefits
from combining the businesses of SAL and Riverside. However, to realize these anticipated benefits, the businesses of
SBT and Riverside must be successfully combined. If the combined company is not able to achieve these objectives,
the anticipated benefits of the merger may not be realized fully or at all or may take longer to realize than expected.

SAL and Riverside have operated and, until the completion of the merger, will continue to operate independently. It is
possible that the integration process could result in the loss of key employees, as well as the disruption of each
company’s ongoing businesses or inconsistencies in standards, controls, procedures and policies, any or all of which
could adversely affect SAL’s ability to maintain relationships with clients, customers, depositors and employees after
the merger or to achieve the anticipated benefits of the merger. Integration efforts between the two companies will
also divert management attention and resources. These integration matters could have an adverse effect on each of
SAL and Riverside.

21-
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Riverside’s executive officers and directors have interests in the merger that are different from the interests of
the Riverside shareholders.

Riverside executive officers negotiated the merger agreement with SBT and SAL, and the board of directors approved
the agreement and is recommending that Riverside shareholders who are entitled to vote, vote for the merger
agreement. In considering these facts and the other information contained in this joint proxy statement/prospectus, you
should be aware that Riverside’s executive officers and directors have interests in the merger in addition to the interests
that they share with the Riverside shareholders. These interests include continued indemnification and insurance
coverage by SAL after the merger for acts or omissions occurring before the merger, severance payments due certain
executive officers in connection with the merger under pre-existing employment contracts, the continuation of
employment and employment agreements with SBT for two officers following the effective date of the merger, the
assumption of certain Riverside stock options by SAL, and the invitation of five other Riverside directors to serve on
the boards of SBT and SAL. In addition, those non-officer Riverside directors who will not join the SAL board will be
asked to serve on an advisory board of SAL. For a detailed discussion of these interests, see the section in this joint
proxy statement/prospectus titled “Interests of Riverside’s Directors and Executive Officers in the Merger” beginning on

page .

Unanticipated costs relating to the merger could reduce SAL’s future earnings per share.

SAL believes that it has reasonably estimated the likely costs of integrating the operations of SBT and Riverside, and
the incremental costs of operating as a combined company. However, it is possible that unexpected transaction costs
such as taxes, fees or professional expenses or unexpected future operating expenses such as increased personnel costs
or increased taxes, as well as other types of unanticipated adverse developments, could have a material adverse effect
on the results of operations and financial condition of the combined company. If unexpected costs are incurred, the
merger could have a dilutive effect on the combined company’s earnings per share. In other words, if the merger is
completed, the earnings per share of SAL common stock could be less than it would have been if the merger had not
been completed.

Both Riverside and SAL shareholders will have a reduced ownership and voting percentage interest after the
merger and will exercise less influence over management of the combined organization.

Each of Riverside and SAL shareholders currently have the right to vote in the election of their respective boards of
directors and on various other matters affecting their respective companies. After the merger, each Riverside
shareholder will hold a percentage ownership of the combined organization that is much smaller than such
shareholder’s current percentage ownership of Riverside. Specifically, Riverside shareholders will hold in the
aggregate approximately 37% of the outstanding shares of SAL common stock. Furthermore, because shares of SAL
common stock will be issued to existing Riverside shareholders, current SAL shareholders will have their ownership
and voting interests diluted to reflect the new ownership of 37% of SAL by the former shareholders of Riverside. In
addition, the tangible book value dilution to shareholders of SAL is expected to be approximately % at
closing. Accordingly, both Riverside and SAL shareholders will have less influence on the management and policies
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of the combined company than they now have on the management and policies of their respective companies.

The opinions of the respective financial advisors to Riverside and SAL do not reflect changes in circumstances
subsequent to the date of the financial advisors’ opinions.

In connection with the proposed merger, KBW, Riverside’s financial advisor, delivered an opinion dated March 18,
2014 as to the fairness, from a financial point of view and as of the date of the opinion, of the exchange ratio in the
proposed merger. Sterne Agee, SAL’s financial advisor also delivered an opinion dated March 18, 2014 in connection
with the proposed merger as to the fairness, from a financial point of view, and as of the date of such opinion, of the
merger consideration. The opinions do not reflect changes that may occur or may have occurred after the date of the
opinions, including changes to the operations and prospects of SAL or Riverside, changes in general market and
economic conditions or regulatory or other factors. Any such changes may materially alter or affect the relative values
of SAL and Riverside.
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Failure to complete the merger could negatively impact the stock prices and future businesses and financial
results of SAL and Riverside.

If the merger is not completed, the ongoing businesses of SAL and Riverside may be adversely affected and SAL and
Riverside will be subject to several risks, including the following:

Riverside may be required, under certain circumstances, to pay SAL a termination fee of $1,200,000 and potential
reimbursement for certain expenses of up to $500,000 under the merger agreement;

SAL and Riverside will be required to pay certain costs relating to the merger, whether or not the merger is
completed, such as legal, accounting, financial advisor and printing fees;

under the merger agreement, Riverside is subject to certain restrictions on the conduct of its business prior to
completing the merger which may adversely affect its ability to execute certain of its business strategies; and
matters relating to the merger may require substantial commitments of time and resources by SAL and Riverside
management, which could otherwise have been devoted to other opportunities that may have been beneficial to SAL
and Riverside as independent companies, as the case may be.

In addition, if the merger is not completed, SAL and/or Riverside may experience negative reactions from the
financial markets and from their respective customers and employees. SAL and/or Riverside also could be subject to
litigation related to any failure to complete the merger or to enforcement proceedings commenced against SAL or
Riverside to perform their respective obligations under the merger agreement. If the merger is not completed, SAL
and Riverside cannot assure their shareholders that the risks described above will not materialize and will not
materially affect their business, financial results and stock prices.

After the merger is completed, Riverside shareholders will become SAL shareholders and will have different
rights that may be less advantageous than their current rights.

Upon completion of the merger, Riverside shareholders will become SAL shareholders. Differences in Riverside’s
organization certificate and bylaws and SAL’s certificate of incorporation and bylaws and the laws governing
Riverside and SAL will result in changes to the rights of Riverside shareholders who become SAL shareholders. See
the section of this joint proxy statement/prospectus titled “Comparison of Rights of Shareholders of Riverside and
SAL,” beginning on page ____ for more information.
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INFORMATION ABOUT THE COMPANIES

Salisbury Bancorp, Inc. and Salisbury Bank and Trust Company

Salisbury Bancorp, Inc. is the parent company of Salisbury Bank and Trust Company, a Connecticut chartered
commercial bank serving the communities of northwestern Connecticut and proximate communities in New York and
Massachusetts since 1848, through full service branches in Canaan, Lakeville, Salisbury and Sharon, Connecticut,
Dover Plains and Millerton, New York and Great Barrington, South Egremont and Sheffield, Massachusetts. At June
30, 2014, SAL has, on a consolidated basis, assets of $621 million, deposits of $507 million and shareholders’ equity
of $75 million. SAL’s stock trades on the NASDAQ Capital Market under the symbol “SAL”. The Bank offers a full
complement of consumer and business banking products and services as well as trust and wealth advisory services.
Additional information about SAL and its subsidiary, SBT, is included in documents incorporated by reference in this
joint proxy statement/prospectus. See “Where You Can Find Additional Information”.

SBT is committed to providing high quality community banking services in the geographic markets in which it
conducts business. SBT’s products and services include a wide array of credit services, such as consumer loans, credit
cards, commercial loans, small business loans, automobile loans, real estate mortgages, community development
loans, HELOCs, SBA loans, and several other forms of credit; deposit services, such as personal and business
checking accounts, savings accounts, money market accounts, certificates of deposit, HSAs, IRAs, SEPs, repurchase
agreements, IOLTA accounts, CDARS, holiday and vacation club accounts, school savings programs and other
similar deposit services and products; additional services such as safe deposit boxes, debit cards, wire transfers,
telephone, on-line and mobile banking, and notary public and signature guarantee services; and, as noted above, trust
and wealth advisory services.

Riverside Bank

Riverside Bank is a New York State chartered commercial bank serving small and medium sized businesses,
professionals and individuals in the Hudson Valley with branches in Poughkeepsie, Red Oaks Mill, Newburgh and
Fishkill, New York. Since opening for business in 1988, Riverside Bank has been committed to providing outstanding
products and service to its customers focusing on serving small to medium sized businesses and professionals within
its markets.
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SPECIAL MEETING OF SHAREHOLDERS OF RIVERSIDE

This joint proxy statement/prospectus is being furnished to holders of Riverside common stock for use at a special
meeting of shareholders of Riverside and any adjournments or postponements thereof.

Date, Time and Place of the Special Meeting

The special meeting of shareholders of Riverside will be held at , on ,2014, at ,
local time.

Purpose of the Special Meeting

At the special meeting, Riverside shareholders as of the record date will be asked to consider and vote on the
following proposals (which are discussed in more detail below under “Riverside Proposals” on page ___):

to approve the Agreement and Plan of Merger by and among Riverside, SBT and SAL, dated as of March 18, 2014,
pursuant to which Riverside will merge with and into SBT with SBT surviving;
to approve one or more adjournments of the special meeting, if necessary, to permit further solicitation of proxies if
2.there are not sufficient votes at the time of the special meeting, or at any adjournment or postponement of that
meeting, to adopt and approve the merger agreement; and
such other matters as may properly come before the special meeting or any adjournment or postponement of that
‘meeting.

Recommendation of the Board of Directors of Riverside

The Riverside board of directors has approved the merger agreement and unanimously recommends that you vote
your shares as follows:

. “FOR” adoption and approval of the merger agreement; and
*  “FOR” the proposal to adjourn the special meeting, if necessary, to permit further solicitation of proxies.

Record Date; Outstanding Shares; Shares Entitled to Vote
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Only holders of record of Riverside common stock at the close of business on the record date of , 2014,
are entitled to notice of and to vote at the special meeting of shareholders of Riverside. As of the record date, there
were shares of Riverside common stock outstanding, held of record by shareholders. Each holder of
Riverside common stock is entitled to one vote for each share of Riverside common stock owned as of the record date.

A list of Riverside shareholders as of the record date will be available for review by any Riverside shareholder at
Riverside’s principal executive offices during regular business hours beginning 10 days prior to the date of the special
meeting and continuing through the special meeting.

Quorum; Vote Required

A quorum of Riverside shareholders is necessary to hold a valid meeting. If the holders of at least a majority of the
total number of the outstanding shares of Riverside common stock entitled to vote are represented in person or by
proxy at the special meeting, a quorum will exist. Riverside will include proxies marked as abstentions in determining
the number of shares present at the special meeting.

The affirmative vote of the holders of at least two-thirds of the shares of Riverside common stock outstanding and
entitled to vote at the special meeting is required to approve the merger agreement. The affirmative vote of the holders
of at least a majority of the shares present and entitled to vote at the special meeting is required to approve the
proposal to adjourn the special meeting.

Abstentions and broker non-votes will have the same effect as a vote “AGAINST” approval of the merger agreement.
Abstentions will have the same effect as a vote “AGAINST” the adjournment proposal, but broker non-votes will have
no effect on that proposal.
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Share Ownership of Management; Voting Agreements

As of the record date, the directors and executive officers of Riverside and their affiliates collectively owned

shares of Riverside common stock, or approximately % of Riverside’s outstanding shares. Each Riverside
director and executive officer has entered into a voting agreement with SAL, which requires each person to vote all of
the shares of Riverside common stock beneficially owned by him or her “FOR” approval of the merger agreement and
the other proposals described in the notice for the special meeting. None of the directors or executive officers were
paid any additional consideration in connection with the execution of the voting agreement.

When considering the recommendation of the board of directors of Riverside that you vote in favor of the approval of
the merger agreement, you should be aware that the executive officers and directors of Riverside have financial
interests in the merger that may be different from, or in addition to, the interests of shareholders of Riverside. See “The
Merger - Interests of Riverside’s Directors and Executive Officers in the Merger” beginning on page ___.

Voting of Proxies

If you are a Riverside shareholder, the board of directors of Riverside requests that you return the proxy card
accompanying this document for use at the special meeting. Please complete, date and sign the proxy card and
promptly return it in the enclosed postage-paid envelope.

All properly signed proxies received prior to the special meeting and not revoked before the vote at the special
meeting will be voted at the special meeting according to the instructions indicated on the proxies or, if no
instructions are given, the shares will be voted “FOR” approval of the merger agreement and “FOR” an
adjournment of the special meeting to solicit additional proxies, if necessary.

If you hold your shares of Riverside common stock in ‘““street name,” meaning in the name of a bank, broker or other
nominee who is the record holder, you must either direct the record holder of your shares of Riverside common stock
how to vote your shares or obtain a proxy from the record holder to vote your shares in person at the special meeting.
If you fail to properly submit your proxy card or to instruct your broker, bank or other nominee to vote your shares of
Riverside common stock and you do not attend the special meeting and vote your shares in person, your shares will
not be voted. This will have the same effect as a vote “AGAINST” adoption and approval of the merger agreement.

How to Revoke Your Proxy
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If you are a Riverside shareholder, you may revoke your proxy at any time by taking any of the following actions
before your proxy is voted at the special meeting:

delivering a written notice bearing a date later than the date of your proxy card to Riverside’s President and CEO at the
address listed below, stating that you revoke your proxys;

* submitting a new signed proxy card bearing a later date (any earlier proxies will be revoked automatically); or
attending the special meeting and voting in person, although attendance at the special meeting will not, by itself,
revoke a proxy.

You should send any notice of revocation to John M. Davies, President and CEOQ, at the following address:
Riverside Bank
11 Garden Street

Poughkeepsie, New York 12601

If you have instructed a bank, broker or other nominee to vote your shares, you must follow the directions you receive
from your bank, broker or other nominee to change your vote.
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Voting in Person

If you are a Riverside shareholder and plan to attend the special meeting of Riverside shareholders and wish to vote in
person, you will be given a ballot at the special meeting. Please note, however, that if your shares are held of record
by a broker, bank or other nominee and you wish to vote at the special meeting, you must obtain a proxy from the
broker, bank or other nominee in order to vote your shares.

Whether or not you plan to attend the special meeting, Riverside requests that you complete, sign, date and return the
enclosed proxy card as soon as possible in the enclosed postage-paid envelope. This will not prevent you from voting
in person at the special meeting but will assure that your vote is counted if you are unable to attend.

Abstentions and Broker Non-Votes

Only shares affirmatively voted for approval of the merger agreement, including shares represented by properly
executed proxies that do not contain voting instructions, will be counted as votes “FOR” approval of the merger
agreement and “FOR” approval of the proposal to adjourn the special meeting, if necessary.

Brokers who hold shares of Riverside common stock in street name for a customer who is the beneficial owner of
those shares may not exercise voting authority on the customer’s shares with respect to the actions proposed in this
document without specific instructions from the customer. Proxies submitted by a broker that do not exercise this
voting authority are referred to as broker non-votes. If your broker holds your Riverside common stock in street name,
your broker will vote your shares only if you provide instructions on how to vote by filling out the voter instruction
form sent to you by your broker with this joint proxy statement/prospectus.

Accordingly, you are urged to mark and return the enclosed proxy card to indicate your vote, or fill out the voter
instruction form, if applicable.

Abstentions will be included in determining the presence of a quorum at the special meeting. Broker non-votes will be
counted in determining the presence of a quorum at the special meeting, only if the beneficial owner of such shares

has instructed the bank or broker how to vote with respect to at least one matter before the meeting. Abstentions and
broker non-votes will have the same effect as a vote “AGAINST” approval of the merger agreement. Abstentions will
have the same effect as a vote “AGAINST” the adjournment proposal, but broker non-votes will have no effect on that
proposal.
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Proxy Solicitation

If you are a Riverside shareholder, the enclosed proxy is solicited by and on behalf of the board of directors of
Riverside. Riverside will pay the expenses of soliciting proxies to be voted at the special meeting. Following the
original mailing of the proxies and other soliciting materials, Riverside and its agents also may solicit proxies by mail,
telephone, facsimile or in person. No additional compensation will be paid to directors, officers or other employees of
Riverside for making these solicitations. In addition, Riverside has made arrangements with Morrow & Co., LLC to
assist it in soliciting proxies and has agreed to pay Morrow & Co., LLC $5,000, plus reasonable expenses for these
services.

This joint proxy statement/prospectus and the proxy card are first being sent to Riverside shareholders on or about
,2014.

Stock Certificates

If you are a Riverside shareholder, you should not send in any certificates representing Riverside common stock. You
will receive separate instructions from the exchange agent for the exchange of your certificates representing Riverside
common stock.
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RIVERSIDE PROPOSALS

Proposal No. 1 - To Approve the Riverside Merger Proposal

Riverside is asking its shareholders to approve the merger agreement and the transactions contemplated thereby.
Holders of Riverside common stock should read this joint proxy statement/prospectus carefully and in its entirety,
including the appendices, for more detailed information concerning the merger agreement and the merger. A copy of
the merger agreement is attached to this joint proxy statement/prospectus as Appendix A.

After careful consideration, the Riverside board of directors adopted the merger agreement and declared the merger
agreement and the transactions contemplated thereby, including the merger, to be advisable and in the best interest of
Riverside and the shareholders of Riverside. See “The Merger—Riverside’s Reasons for the Merger; Recommendation of
Riverside’s Board of Directors” included elsewhere in this joint proxy statement/prospectus for a more detailed
discussion of the Riverside board of directors’ recommendation.

The Riverside board of directors unanimously recommends a vote “FOR” the Riverside Merger Proposal.

Proposal No. 2 - To Approve the Riverside Adjournment Proposal

The Riverside special meeting may be adjourned to another time or place, if necessary or appropriate to solicit
additional proxies if there are insufficient votes at the time of the Riverside special meeting to adopt and approve the
merger agreement.

If at the Riverside special meeting the number of shares of Riverside common stock present or represented and voting
in favor of the Riverside merger proposal is insufficient to approve such proposal, Riverside intends to move to
adjourn the Riverside special meeting to solicit additional proxies for approval of the merger agreement. In that event,
Riverside will ask its shareholders to vote upon the Riverside adjournment proposal, but not the Riverside merger
proposal.

In this proposal, Riverside is asking its shareholders to authorize the holder of any proxy solicited by the Riverside
board of directors on a discretionary basis to vote in favor of adjourning the Riverside special meeting to another time
and place to solicit additional proxies, including the solicitation of proxies from Riverside shareholders who have
previously voted.
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The Riverside board of directors unanimously recommends a vote “FOR” the Riverside Adjournment Proposal.
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SPECIAL MEETING OF SHAREHOLDERS OF SAL

This joint proxy statement/prospectus is being furnished to holders of SAL common stock for use at a special meeting
of shareholders of SAL and any adjournments or postponements thereof.

Date, Time and Place of the Special Meeting

The special meeting of shareholders of SAL will be held at , on , 2014, at , local
time.

Purpose of the Special Meeting

At the special meeting, SAL shareholders as of the record date will be asked to consider and vote on the following
proposals (which are discussed in more detail below under “SAL Proposals” on page ___):

. to approve the SAL merger proposal;
. to approve the SAL certificate of amendment proposal;
to approve one or more adjournments of the special meeting, if necessary, to permit further solicitation of proxies if
there are not sufficient votes at the time of the special meeting, or at any adjournment or postponement of that
meeting, to adopt and approve the merger agreement; and
such other matters as may properly come before the special meeting or any adjournment or postponement of that
meeting.

Recommendation of the Board of Directors of SAL

The SAL board of directors has approved the merger agreement and the transactions contemplated thereby and
unanimously recommends that you vote your shares as follows:

. “FOR” approval of the SAL merger proposal;
. “FOR” approval of the SAL certificate of amendment proposal; and
. “FOR” the SAL adjournment proposal.
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Record Date; Outstanding Shares; Shares Entitled to Vote

Only holders of record of SAL common stock at the close of business on the record date of , 2014, are
entitled to notice of and to vote at the special meeting of shareholders of SAL. As of the record date, there were

shares of SAL common stock outstanding, held of record by shareholders. Each holder of SAL
common stock is entitled to one vote for each share of SAL common stock owned as of the record date.

A list of SAL shareholders as of the record date will be available for review by any SAL shareholder at SAL’s
principal executive offices during regular business hours beginning 10 days prior to the date of the special meeting
and continuing through the special meeting.

Quorum; Vote Required

A quorum of SAL shareholders is necessary to hold a valid meeting. If the holders of at least a majority of the total
number of the outstanding shares of SAL common stock entitled to vote are represented in person or by proxy at the
special meeting, a quorum will exist. SAL will include proxies marked as abstentions in determining the number of
shares present at the special meeting.

The affirmative vote of the holders of at least a majority of the shares of SAL common stock outstanding and entitled
to vote at the special meeting is required to approve the merger proposal, the SAL certificate of amendment proposal,
and the SAL adjournment proposal. Abstentions and broker non-votes are counted “AGAINST” the SAL merger
proposal, the proposal to amend SAL’s certificate of incorporation and the proposal to issue SAL common stock as
merger consideration, but will have no effect on the SAL adjournment proposal.
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Share Ownership of Management

As of the record date, the directors and executive officers of SAL and their affiliates collectively owned
shares of SAL common stock, or approximately % of SAL’s outstanding shares.

When considering the recommendation of the board of directors of SAL that you vote in favor of the approval of the
merger agreement, including the issuance of SAL common stock as merger consideration, and the approval of the
amendment to SAL’s certificate of incorporation, you should be aware that the executive officers and directors of SAL
have financial interests in the merger that may be different from, or in addition to, the interests of shareholders of
SAL. See “The Merger - Interests of SAL’s Directors and Executive Officers in the Merger” beginning on page ___.

Voting of Proxies

If you are a SAL shareholder, the board of directors of SAL requests that you return the proxy card accompanying this
document for use at the special meeting. Please complete, date and sign the proxy card and promptly return it in the
enclosed postage-paid envelope.

All properly signed proxies received prior to the special meeting and not revoked before the vote at the special

meeting will be voted at the special meeting according to the instructions indicated on the proxies or, if no

instructions are given, the shares will be voted “FOR” approval of the SAL merger proposal, “FOR” approval of
the SAL certificate of amendment proposal, and “FOR” the SAL adjournment proposal, if necessary.

If you hold your shares of SAL common stock in “street name,” meaning in the name of a bank, broker or other nominee
who is the record holder, you must either direct the record holder of your shares of SAL common stock how to vote
your shares or obtain a proxy from the record holder to vote your shares in person at the special meeting.

If you fail to properly submit your proxy card or to instruct your broker, bank or other nominee to vote your shares of
SAL common stock and you do not attend the special meeting and vote your shares in person, your shares will not be
voted. This will have the same effect as a vote “AGAINST” adoption and approval of the proposals to approve the
merger agreement, to amend SAL’s certificate of incorporation and to issue shares as consideration for the merger, but
will have no effect on the SAL adjournment proposal. However, if you mark “ABSTAIN” on your proxy card with
respect to any proposal, it will have the same effect as a vote “AGAINST” such proposal.

How to Revoke Your Proxy
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If you are a SAL shareholder, you may revoke your proxy at any time by taking any of the following actions before
your proxy is voted at the special meeting:

delivering a written notice bearing a date later than the date of your proxy card to SAL’s Secretary at the address listed
below, stating that you revoke your proxy;

* submitting a new signed proxy card bearing a later date (any earlier proxies will be revoked automatically); or
attending the special meeting and voting in person, although attendance at the special meeting will not, by itself,
revoke a proxy.

You should send any notice of revocation to Shelly L. Humeston, Secretary, at the following address:
Salisbury Bank and Trust Company
5 Bissell Street

P.O. Box 1868

Lakeville, CT 06039-1868

If you have instructed a bank, broker or other nominee to vote your shares, you must follow the directions you receive
from your bank, broker or other nominee to change your vote.
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Voting in Person

If you are a SAL shareholder and plan to attend the special meeting of SAL shareholders and wish to vote in person,
you will be given a ballot at the special meeting. Please note, however, that if your shares are held of record by a
broker, bank or other nominee and you wish to vote at the special meeting, you must obtain a proxy from the broker,
bank or other nominee in order to vote your shares.

Whether or not you plan to attend the special meeting, SAL requests that you complete, sign, date and return the
enclosed proxy card as soon as possible in the enclosed postage-paid envelope. This will not prevent you from voting
in person at the special meeting but will assure that your vote is counted if you are unable to attend.

Abstentions and Broker Non-Votes

Only shares affirmatively voted for approval, including shares represented by properly executed proxies that do not
contain voting instructions, will be counted as votes “FOR” the approval of the SAL merger proposal; “FOR” approval of
the amendment to SAL’s certificate of incorporation to increase SAL’s authorized common stock and to increase the
number of directors on SAL’s board; and “FOR” the SAL adjournment proposal, if necessary.

Brokers who hold shares of SAL common stock in street name for a customer who is the beneficial owner of those
shares may not exercise voting authority on the customer’s shares with respect to the actions proposed in this document
without specific instructions from the customer. Proxies submitted by a broker that do not exercise this voting

authority are referred to as broker non-votes. If your broker holds your SAL common stock in street name, your

broker will vote your shares only if you provide instructions on how to vote by filling out the voter instruction form
sent to you by your broker with this joint proxy statement/prospectus.

Accordingly, you are urged to mark and return the enclosed proxy card to indicate your vote, or fill out the voter
instruction form, if applicable.

Abstentions will be included in determining the presence of a quorum at the special meeting, but will be counted as a
vote “AGAINST” any of the proposals for which a shareholder marks “ABSTAIN”. Broker non-votes will only be
included in determining the presence of a quorum at the special meeting, if the beneficial owner of such shares has
instructed the bank or broker how to vote with respect to at least one matter before the meeting. Abstentions and
broker non-votes will have the same effect as a vote “AGAINST” approval of the SAL merger proposal, and the SAL
certificate of amendment proposal, except that broker non-votes will have no effect on the SAL adjournment proposal.
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Proxy Solicitation

If you are a SAL shareholder, the enclosed proxy is solicited by and on behalf of the board of directors of SAL. SAL
will pay the expenses of soliciting proxies to be voted at the special meeting. Following the original mailing of the
proxies and other soliciting materials, SAL and its agents also may solicit proxies by mail, telephone, facsimile or in
person. No additional compensation will be paid to directors, officers or other employees of SAL for making these
solicitations. SAL has retained a proxy solicitation firm, Morrow & Co., LLC to aid in its solicitation process. SAL
will pay Morrow & Co., LLC a fee of approximately $5,000, plus reasonable disbursements in connection with the
solicitation. SAL intends to reimburse persons who hold SAL common stock of record but not beneficially, such as
brokers, custodians, nominees, and fiduciaries, for their reasonable expense in forwarding copies of proxies and other
soliciting materials to, and requesting authority for the exercise of proxies from, the persons for whom they hold
shares.

This joint proxy statement/prospectus and the proxy card are first being sent to SAL shareholders on or about
,2014.
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SAL PROPOSALS

Proposal No. 1 - To Approve the SAL Merger Proposal

SAL is asking its shareholders to approve the merger agreement and the transactions contemplated thereby. Holders of
SAL common stock should read this joint proxy statement/prospectus carefully and in its entirety, including the
appendices, for more detailed information concerning the merger agreement and the merger. A copy of the merger
agreement is attached to this joint proxy statement/prospectus as Appendix A.

In connection with the merger agreement, SAL is also asking its shareholders to approve the issuance of SAL
common stock as merger consideration proposal. Pursuant to the merger agreement, upon completion of the merger,
holders of Riverside common stock will be entitled to receive, for each share of Riverside common stock that is issued
and outstanding, 1.35 shares of SAL common stock.

After careful consideration, the SAL board of directors unanimously adopted the merger agreement and declared the
merger agreement and the transactions contemplated thereby, including the merger and the issuance of SAL common
stock as merger consideration, to be advisable and in the best interests of SAL and the shareholders of SAL. See “The
Merger—SAL’s Reasons for the Merger; Recommendation of SAL’s Board of Directors” included elsewhere in this joint
proxy statement/prospectus for a more detailed discussion of the SAL board of directors’ recommendation.

The SAL board of directors unanimously recommends a vote “FOR” the approval of the SAL Merger Proposal,
including the issuance of SAL common stock as merger consideration.

Proposal No. 2 - To Approve the SAL Certificate of Amendment Proposal

SAL is asking its shareholders to approve the SAL certificate of amendment proposal. This proposal would increase
the number of authorized common shares of SAL from 3,000,000 to 5,000,000 shares. In addition, the certificate of
incorporation would be amended to eliminate the minimum and maximum number of directors of SAL to provide that
the board of directors may fix the number of directors from time to time. Currently, the certificate of incorporation
provides that the SAL board should consist of no more than twelve (12) directors. At the effective time of the merger,
pursuant to the merger agreement, SAL’s board will consist of fifteen (15) directors (its ten (10) current directors and
the five (5) Riverside representatives who will become directors of SAL and SBT). A copy of the form of the SAL
certificate of amendment is attached to this joint proxy statement/prospectus as Appendix E. Approval of this proposal
is necessary in order for SAL to have sufficient shares to issue to the former Riverside shareholders as consideration
in the merger, and, therefore, SAL cannot complete the merger unless this proposal is approved.
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After careful consideration, the SAL board of directors, by a unanimous vote of all directors, adopted the SAL
certificate amendment proposal. The increase in the number of authorized shares will provide sufficient shares to be

issued as merger consideration in connection with the merger and provided sufficient shares for outstanding options,

as well as provide shares for future issuance. The larger board size will allow all current SAL directors and the five
Riverside representatives to serve on the board of directors of SAL as of the effective time.

The SAL board of directors unanimously recommends a vote “FOR” the SAL Certificate of Amendment
Proposal.

Proposal No. 3 - To Approve the SAL Adjournment Proposal

The SAL special meeting may be adjourned to another time or place, if necessary or appropriate, to permit, among

other things, further solicitation of proxies if necessary to obtain additional votes in favor of the SAL merger proposal.

If, at the SAL special meeting, the number of shares of SAL common stock present or represented and voting in favor
of the SAL merger proposal is insufficient to approve such proposal, SAL intends to move to adjourn the SAL special

meeting to solicit additional proxies for the approval of the merger agreement. In that event, SAL will ask its
shareholders to vote upon the SAL adjournment proposal, but not the SAL merger proposal.
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In this proposal, SAL is asking its shareholders to authorize the holder of any proxy solicited by the SAL board of
directors on a discretionary basis to vote in favor of adjourning the SAL special meeting to another time and place to
solicit additional proxies, including the solicitation of proxies from SAL shareholders who have previously voted.

The SAL board of directors unanimously recommends a vote “FOR” the SAL Adjournment Proposal.

-33-
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THE MERGER

The following discussion contains material information about the merger. The discussion is subject, and qualified in
its entirety by reference, to the merger agreement and other documents attached as appendices to this joint proxy
statement/prospectus. We urge you to read carefully this entire proxy statement/prospectus, including the merger
agreement and other documents attached as appendices to this joint proxy statement/prospectus, for a more complete
understanding of the merger.

General

On March 18, 2014, the SBT and SAL boards of directors and board of directors of Riverside approved the merger
agreement. The merger agreement provides for the merger of Riverside with and into SBT, with SBT as the surviving
corporation.

Upon completion of the merger, holders of Riverside common stock (other than stock held by Riverside or SAL) will
be entitled to receive, for each share of Riverside common stock that is issued and outstanding, 1.35 shares of SAL
common stock.

See “The Merger Agreement” beginning on page ___, for additional and more detailed information regarding the legal
documents that govern the merger, including information about the conditions to the merger and the provisions for
terminating or amending the merger agreement.

Background of the Merger

The board of Riverside, as part of its ongoing strategic planning, has historically reviewed alternatives available to
Riverside on an ongoing basis. The board concluded that in order for Riverside to remain as an independent
organization, it would need to raise additional capital. Although Riverside’s regulatory capital ratios have consistently
exceeded the regulatory minimums required for it to be considered “well capitalized”, Riverside’s ability to grow its loan
portfolio and customer base has been constrained by its relatively low legal lending limit, which is 15% of capital for
most loans. This has meant that in order to originate larger credits, and serve the needs of growing or larger customers,
Riverside has needed to share the credit with a participating institution. Riverside has therefore run the risk of its
customers outgrowing the bank. In addition, the board of Riverside believed that in the current regulatory
environment, it has been and would continue to be difficult for a small institution to absorb all of the increasing costs
of regulatory compliance. Therefore, to remain independent, the board believed that Riverside would need to continue
to grow, and Riverside would, therefore, require additional capital to support that growth.
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The Riverside board also concluded that for a number of reasons, including the difficulty incurred by small, illiquid
banks in accessing the capital markets, Riverside would have difficulty raising additional capital on terms that would
benefit its existing shareholders.

As an outgrowth of these planning sessions, in May of 2012, George Banta, then a director of Riverside, suggested
that John Davies, the President and CEO of Riverside, reach out to Richard J. Cantele, Jr., President and CEO of SAL
and SBT. Mr. Banta is a shareholder of SAL, and believed that SAL was interested in expanding further in New York.

Mr. Davies met with Mr. Cantele in May of 2012 to discuss whether there was any basis for the two companies to
engage in a transaction. No terms were discussed at this meeting. Both Messrs. Davies and Cantele believed that a
deal between Riverside and SAL could be beneficial to the shareholders of both and agreed to keep speaking.

Messrs. Davies and Cantele met again in June and in October of 2012 to informally discuss a potential transaction.
Economic terms of a transaction were not discussed at either meeting. At the October 2012 meeting, Mr. Davies
agreed to provide Mr. Cantele with publicly available financial information for Riverside, including financial results
through September 30, 2012. Over the next several weeks, Mr. Davies provided the requested information to Mr.
Cantele.

In January 2013, SAL retained Sterne Agee to produce a pro forma model showing a combination of SAL and
Riverside, assuming a stock for stock exchange with an exchange ratio of 1.22 shares of SAL common stock for each
share of Riverside common stock. In late January 2013, Mr. Davies met with Mr. Cantele, and Mr. Cantele reviewed
the Sterne Agee model with Mr. Davies. Both Mr. Davies and Mr. Cantele agreed that the model represented a basis
on which to move forward with a possible combination of SBT and Riverside.
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The board of directors of Riverside received and reviewed the Sterne Agree model at its February 26, 2013 board
meeting, and concluded that the model represented terms on which the board would be willing to negotiate a
combination with SAL, and directed the executive committee of the board to meet with representatives of SAL and
further explore the terms of a possible transaction.

On March 5, 2013, members of the executive committee of the Riverside board met with Mr. Cantele and a delegation
of the board members of SAL. At that meeting, the parties discussed social and structural aspects of the proposed
transaction, but did not discuss financial terms. The Riverside executive committee reported the results of that meeting
to the full board of Riverside at its meeting on March 26, 2013. As a result, the board authorized the Riverside
executive committee to have a second meeting with representatives of SAL, and authorized management to contact
KBW about acting as a financial advisor to Riverside. Mr. Davies thereafter contacted a representative of KBW.

On April 8, 2013 members of the executive committee of the Riverside board again met with Mr. Cantele, and a
designated board committee of SAL to discuss a potential transaction. In addition, representatives of Sterne Agee
attended the meeting, and reviewed their model with the members of Riverside’s executive committee. As a result of
that meeting, the Riverside executive committee determined that Riverside should move forward with discussions
with SAL.

At approximately the same time in April, Mr. Davies was contacted by a senior executive of another financial
institution and asked whether he would have lunch with the executive and the institution’s CEO. Mr. Davies knew both
from professional activities, and agreed to meet. He was not told the purpose of the meeting.

Mr. Davies met with the two executives, and they expressed an interest in purchasing Riverside in an all cash
transaction. No proposed price was discussed at that meeting.

Mr. Davies then contacted KBW and requested that KBW provide assistance with assessing the financial ability of
SAL and the other financial institution to purchase Riverside through a stock for stock exchange in the case of SAL
and through an all cash transaction in the case of the other institution. At a meeting held on April 23, 2013, the board
authorized Mr. Davies to have further discussions with the other financial institution to ascertain the potential terms of
their interest in Riverside.

At the request of the other financial institution, Mr. Davies in late April and early May of 2013 provided the other
financial institution with publicly available financial information regarding Riverside.

On May 24, 2013, the other financial institution presented an indication of interest valuing Riverside at $35.00 per
share in a proposed all cash purchase. At a meeting on May 28, 2013, the board discussed the indication of interest

88



Edgar Filing: SALISBURY BANCORP INC - Form S-4

and determined that the indication inadequately valued Riverside and that the bank should continue with its efforts to
negotiate a merger with SAL. Riverside management communicated the board’s decision to the other financial
institution.

Riverside management and KBW continued to discuss the terms of the proposed transaction with SAL management
and Sterne Agee. During these discussions, SAL proposed an exchange ratio of 1.245 SAL shares for each Riverside
share. In addition, the other financial institution continued discussions with Riverside management and KBW, and
continued to express interest in acquiring Riverside in an all cash transaction.

On June 25, 2013, the Riverside board held a meeting at which representatives of KBW were present to review the
current terms of the proposed transaction with SAL and the continued interest of the other financial institution. The
board concluded that KBW should reach out to each of SAL and the other institution and direct them to present their
best and final indication of interest for a proposed transaction with Riverside.

Both SAL and the other institution presented indications of interest. SAL proposed a stock for stock exchange with an
exchange ratio of 1.25 SAL shares for each Riverside share. The other financial institution proposed an all cash
transaction valuing Riverside at $43.00 per share.

On July 12, 2013, the board of Riverside held a meeting, which representatives of KBW attended, and which Windels
Marx Lane & Mittendorf, Riverside’s counsel, also attended, to review the indications. Counsel reviewed with the
board its fiduciary duties and the obligations it owed to Riverside’s shareholders. The representatives of KBW
discussed with the board the financial terms and financial aspects of each indication. After further discussions, the
board elected to proceed with the proposed transaction with SAL, and authorized and directed management, working
with counsel and KBW, to negotiate a definitive agreement with SAL.
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Over the next few days, certain shareholders with knowledge of the two proposed transactions, including emeritus

members of the board, expressed reservations about turning down the all-cash deal, based in part on the liquidity it
offered. The Riverside board became concerned about Riverside’s ability to obtain a two-thirds vote in favor of the
SAL transaction in light of the concerns expressed by these shareholders.

On July 19, 2013, the Riverside board met with counsel to again review the two indications of interest and the
concerns expressed by the emeritus members of the board. After further discussion, the Riverside board authorized
and directed management, working with counsel and KBW, to negotiate a definitive merger agreement providing for
an all cash transaction at $43.00 per share with the other financial institution.

During August and September of 2013, the other financial institution undertook a detailed diligence review of
Riverside, and during September of 2013, counsel for the other financial institution began to negotiate the definitive
agreements with counsel for Riverside. By late September and early October of 2013, several issues had arisen in the
negotiations which were proving difficult to resolve. The purchasing financial institution had imposed a condition to
the transaction that certain shareholders who were not members of the Riverside board of directors agree to vote in
favor of the transaction. One or more of these shareholders were unwilling to so agree. In addition, the purchasing
financial institution required senior management of Riverside to waive their current employment and/or change in
control agreements and enter into new agreements with the acquirer. However, the parties were unable to come to
agreement on the terms of the new agreements.

As a result of these issues, in early October 2013, the other financial institution notified Riverside that is was ending
the negotiations to acquire Riverside, and that it would not move forward with the transaction.

The executive committee of the Riverside board then held a meeting also attended by KBW to discuss Riverside’s
alternatives, and elected to approach SAL to gauge its interest in a possible transaction with Riverside. On or about
October 8, 2013, Mr. Davies called Mr. Cantele, who indicated that SAL remained interested in a potential transaction
with Riverside. On October 22, 2013, Mr. Davies informed the Riverside board of SAL’s continued interest and on
October 25, 2013, Mr. Cantele informed the SAL board that discussions with Riverside have been revived.

SAL then provided an updated indication of interest on November 4, 2013. The indication provided for a stock for
stock exchange in a merger with an exchange ratio of 1.35 SAL shares for each Riverside share. Mr. Davies presented
the new SAL indication of interest to the Riverside board, which concluded that it represented the basis on which the
board was willing to negotiate a definitive agreement with SAL.

SAL engaged an independent consultant to assist with due diligence and during December of 2013 and January of
2014, SAL undertook a detailed diligence review of Riverside, and counsel for SAL began to prepare drafts of the
definitive transaction documents.
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During February and March of 2014, counsel for SAL and counsel for Riverside negotiated the definitive transaction
documents, including the merger agreement and employment related agreements for Riverside management. In
addition, Riverside undertook a diligence review of SAL.

On March 18, 2014, the respective boards of Riverside and SAL met and approved the definitive merger agreement.
At the Riverside board meeting, representatives of Windels Marx Lane & Mittendorf and KBW made presentations
prior to the vote being taken by the Riverside board. The presentation by Windels, Marx, Lane & Mittendorf covered
the terms of the merger agreement and the fiduciary duties of board members. At this meeting, KBW reviewed the
financial aspects of the proposed transaction, and, at the request of the Riverside board of directors, rendered its
opinion to the Riverside board of directors as to the fairness, from a financial point of view and as of the date of its
opinion, to the holders of Riverside common stock of the exchange ratio in the proposed merger pursuant to the
merger agreement. At the SAL meeting, representatives of Cranmore, FitzGerald & Meaney and Sterne Agee made
presentations prior to the vote being taken by the SAL board. Sterne Agee reviewed and discussed its financial
analyses of the merger and the merger consideration with the SAL board based on materials previously provided to
the directors. Sterne Agee delivered its written opinion that, as of March 18, 2014, and subject to the limitations and
qualifications set forth in the opinion, the proposed merger consideration was fair to SAL’s shareholders, from a
financial point of view.
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91



Edgar Filing: SALISBURY BANCORP INC - Form S-4

After the respective meetings were concluded, the merger agreement and various ancillary documents were signed by
the parties, after the close of the financial markets for the trading day. Prior to the opening of trading in the financial
markets on March 19, a joint press release announcing the execution of the definitive merger agreement was
disseminated by the parties.

Riverside’s Reasons for the Merger

In the course of its deliberations on the proposed transaction with SAL, the Riverside board consulted with its legal
counsel with respect to its legal duties and the terms of the merger agreement. The Riverside board consulted with
Riverside’s financial advisor with respect to the financial aspects of the transaction and with senior management
regarding, among other things, operational and diligence matters.

The following discussion of the information and factors considered by the Riverside board is not intended to be
exhaustive; it does, however, include all material factors considered by the board.

In reaching its decision to approve the merger agreement, the Riverside board considered the following:

the ability to create a combined institution with over $800 million in assets, a higher lending limit and the
infrastructure for growth in small and middle-market lending;
the fact that SAL’s stock was traded on the NASDAQ Capital Market, providing liquidity to Riverside shareholders for
the first time;
the benefits of combining Riverside’s focus on small business customers with SAL’s full suite of consumer products;
the terms of the merger agreement, including the exchange ratio and the fact that the Riverside shareholders would
have substantial representation on the board of directors of the resulting entity;

. the compatibility of the business cultures of the two organizations,
the financial condition, results of operations and prospects of the two companies, as well as SAL’s history of paying
cash dividends; and
the opinion dated March 18, 2014 of KBW provided to the Riverside board of directors as to the fairness, from a
financial point of view and as of the date of such opinion, to the holders of Riverside common stock of the exchange
ratio in the proposed merger pursuant to the merger agreement.

All business combinations, including the merger, also include certain risks and disadvantages. The material potential
risks and disadvantages to Riverside’s shareholders identified by Riverside’s board and management include the
following material matters, the order of which does not necessarily reflect their relative significance:
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there can be no assurance that the combined company will attain the type of revenue enhancements and cost savings
necessary to cause the trading markets to consider the transaction a success, increasing the value of the combined
company’s stock received by the shareholders of Riverside;
since the exchange ratio is fixed, Riverside shareholders will receive less value if the SAL common stock price
declines prior to the closing;
although the SAL stock is traded on the NASDAQ Capital Market, it is not highly liquid, and Riverside
shareholders looking to sell a large position could be required to sell over a prolonged time period, and
the fact that the termination fee provided for in the merger agreement and certain other provisions of the merger
agreement might discourage third parties from seeking to acquire Riverside, in light of the fact that SAL was
unwilling to enter into the merger agreement absent such provisions.

In reaching the determination to approve the merger agreement and the related transactions, the Riverside board of
directors did not quantify or otherwise attempt to assign any relative weight to the various factors it considered, and
individual directors may have viewed certain factors more positively or negatively than others. In addition, as in any
business combination, there can be no assurances that the benefits of the merger perceived by the Riverside board of
directors and described above will be realized or will outweigh the risks and uncertainties.
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SAL’s Reasons for the Merger

In reaching its decision to adopt the merger agreement and approve the merger and the other transactions
contemplated by the merger agreement, and to recommend that its shareholders approve the merger agreement, the
SAL board of directors consulted with SAL management, as well as its financial and legal advisors, and considered a
number of factors.

The SAL board of directors considered its view that Riverside’s business and operations complement those of SAL and
that the branch networks are a natural extension of each company’s stand-alone footprint. The SAL board considered
that the merger would result in a premier community bank franchise in the combined institution’s four counties of
operation, which would rank #10 in deposit market share in such four counties. In addition, the SAL Board believes
that the scale of the combined companies, which would result in over $800 million in assets, would allow for greater
size and product breadth to compete effectively. The SAL board also considered that the combined company would
have the ability to deliver new and existing customers quality banking products and services and provide them with
more locations to do their banking.

The board of directors further considered a number of strategic benefits, including the following:

* Each of SAL’s and Riverside’s business, operations, financial condition, asset quality, earnings and prospects.
The significant cross-sale opportunities through SAL’s established residential lending and wealth management
platform and Riverside’s higher commercial/commercial real estate concentration;

. The increased market capitalization and liquidity;
The complementary nature of the cultures and product mix of the two companies, including with respect to strategic
focus, target markets, client service and strong community orientation, which management believes should facilitate
integration and implementation of the transaction;
The expanded possibilities, including organic growth and future acquisitions, that would be available to the combined
company, given its larger size, asset base, capital and geographic footprint;
Its understanding of the current and prospective environment in which SAL and Riverside operate, including national
and local economic conditions, the competitive environment for financial institutions generally, and the likely effect
of these factors on SAL both with and without the proposed transaction;
That the transaction is financially compelling. The SAL board, in consultation with its financial advisors considered
the following, in addition to other factors, as compelling reasons for the transaction:

°The EPS accretion for both sets of shareholders;
°The manageable tangible book value dilution to SAL;
°The opportunity to improve operating efficiency and grow earnings by spreading costs over a larger asset base; and

°The upside from revenue synergies identified through increased lending capacity and cross-sales;
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The continued participation of some of Riverside’s board of directors and management in the combined company,
which enhances the likelihood that the strategic benefits that SAL expects to achieve as a result of the merger will be
realized and that the benefits and talents that Riverside brings to the combined institution will be appropriately valued
and effectively utilized; in particular, SAL’s board of directors considered the following:

o, That John M. Davies, Riverside’s current President and Chief Executive Officer, would serve as the President of the
New York Region of SBT as the surviving bank;

o That Todd Rubino, Riverside’s current Executive Vice President and Senior Lending Officer, would serve as Vice
President, Senior Lender of the New York Region of SBT as the surviving bank;

» Its review and discussions with SAL’s management concerning the extensive due diligence of Riverside;
Management’s expectation that the combined company will have a strong capital position upon completion of the
transaction;

The opinion of Sterne Agee, dated March 18, 2014, to SAL’s board of directors as to the fairness to SAL, from a
financial point of view and as of the date of the opinion, of the merger consideration provided for in the merger, as
more fully described below in the section entitled “Opinion of Sterne Agee”;

The financial and other terms of the merger agreement, including the fixed exchange ratio, expected tax treatment and
deal protection and termination fee provisions, which it reviewed with its outside financial and legal advisors; and
The expectation that all necessary regulatory approvals will be received in a timely manner and without the
imposition of unacceptable conditions.
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In addition to the foregoing benefits of the merger, the board of directors of SAL considered a number of risks
associated with the merger, including:

The potential risk of diverting management attention and resources from the operation of SAL’s business and
towards the completion of the merger; and
The potential risks associated with achieving anticipated cost synergies and savings and successfully integrating
Riverside’s business, operations and workforce with those of SAL.

The foregoing discussion of the factors considered by the SAL board of directors is not intended to be exhaustive, but,
rather, includes the material factors considered by the SAL board of directors. In reaching its decision to adopt the
merger agreement and approve the merger and the other transactions contemplated by the merger agreement, the SAL
board of directors did not quantify or assign any relative weights to the factors considered, and individual directors
may have given different weights to different factors. The SAL board of directors considered all these factors as a
whole, including discussions with, and questioning of, SAL’s management and SAL’s financial and legal advisors, and
overall considered the factors to be favorable to, and to support, its determination. There can be no assurance that the
potential synergies or opportunities considered by the SAL board will be achieved through completion of the merger.
See the section of this document titled “Risk Factors—Risks Relating to the Merger” beginning on Page ___.

Opinion of Keefe, Bruyette & Woods, Inc., Financial Advisor to Riverside

Riverside engaged KBW to render financial advisory and investment banking services to Riverside, including an
opinion to the Riverside board of directors as to the fairness, from a financial point of view, to the holders of Riverside
common stock, of the exchange ratio in the proposed merger. Riverside selected KBW because KBW is a nationally
recognized investment banking firm with substantial experience in transactions similar to the merger. As part of its
investment banking business, KBW is continually engaged in the valuation of financial services businesses and their
securities in connection with mergers and acquisitions.

At the meeting held on March 18, 2014 at which the Riverside board evaluated the proposed merger, KBW reviewed
the financial aspects of the proposed merger and rendered an opinion to the effect that, as of such date and subject to
the procedures followed, assumptions made, matters considered, and qualifications and limitations on the review
undertaken by KBW as set forth in such opinion, the exchange ratio in the proposed merger was fair, from a financial
point of view, to the holders of Riverside common stock. The Riverside board approved the merger agreement at this
meeting.

The description of the opinion set forth herein is qualified in its entirety by reference to the full text of the opinion,
which is attached as Appendix C to this document and is incorporated herein by reference, and describes the
procedures followed, assumptions made, matters considered, and qualifications and limitations on the review
undertaken by KBW in preparing the opinion.
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KBW?’s opinion speaks only as of the date of the opinion. The opinion was for the information of, and was
directed to, the Riverside board (in its capacity as such) in connection with its consideration of the financial
terms of the merger. The opinion addressed only the fairness, from a financial point of view, of the exchange
ratio in the merger to the holders of Riverside common stock. It did not address the underlying business
decision of Riverside to engage in the merger or enter into the merger agreement. KBW’s opinion did not and
does not constitute a recommendation to the Riverside board in connection with the merger, and it did not and
does not constitute a recommendation to any Riverside shareholder or any shareholder of any other entity as to
how to vote in connection with the merger or any other matter, nor does it constitute a recommendation on
whether or not any such shareholder should enter into a voting, shareholders’ or affiliates’ agreement with
respect to the merger or exercise any dissenters’ or appraisal rights that may be available to such shareholder.

KBW’s opinion was reviewed and approved by KBW’s Fairness Opinion Committee in conformity with its policies and
procedures established under the requirements of Rule 5150 of the Financial Industry Regulatory Authority.

-30-

97



Edgar Filing: SALISBURY BANCORP INC - Form S-4

In connection with the opinion, KBW reviewed, analyzed and relied upon material bearing upon the financial and
operating condition of Riverside and SAL and the merger, including, among other things:

e adraft, dated March 15, 2014, of the merger agreement (the most recent draft then made available to KBW);
.the audited financial statements and Annual Reports on Form 10-K for the three years ended December 31, 2012 of
SAL;

* the audited financial statements and Annual Reports for the two years ended December 31, 2012 of Riverside;
sthe draft financial statements and Annual Reports for the year ended December 31, 2013 for Riverside and SAL;

 the quarterly call reports for the three year period ended December 31, 2013 of Riverside, SAL and SBT;
.the Quarterly Reports on Form 10-Q for the quarters ended March 31, 2013, June 30, 2013 and September 30, 2013 of
SAL;
certain other interim reports and other communications of Riverside and SAL to their respective shareholders; and
other financial information concerning the businesses and operations of Riverside and SAL furnished to KBW by
Riverside and SAL for purposes of KBW’s analysis.

KBW’s consideration of financial information and other factors that it deemed appropriate under the circumstances or
relevant to its analyses included, among others, the following:

. the historical and current financial position and results of operations of Riverside and SAL;
. the assets and liabilities of Riverside and SAL;
* the nature and terms of certain other merger transactions and business combinations in the banking industry;
a comparison of certain financial information of Riverside and certain financial and stock market information for SAL
with similar information for certain other companies the securities of which are publicly traded;
financial and operating forecasts and projections of Riverside that were prepared by, and provided to and discussed
with KBW by, Riverside management and that were relied upon by KBW with the consent of the Riverside board;
and
financial and operating forecasts and projections of SAL and estimates regarding certain pro forma financial effects of
the merger on SAL (including, without limitation, the cost savings, revenue enhancements and related expenses
expected to result from the merger) that were prepared by, and provided to and discussed with KBW by SAL
management and that were used and relied upon by KBW with the consent of the Riverside board.

KBW also performed such other studies and analyses as it considered appropriate and took into account its assessment
of general economic, market and financial conditions and its experience in other transactions, as well as its experience
in securities valuation and knowledge of the banking industry generally. KBW also held discussions with senior
management of Riverside and SAL regarding the past and current business operations, regulatory relations, financial
condition and future prospects of their respective companies and such other matters that KBW deemed relevant to its

inquiry.

In conducting its review and arriving at its opinion, KBW relied upon and assumed the accuracy and completeness of
all of the financial and other information provided to it or publicly available and did not independently verify the
accuracy or completeness of any such information or assume any responsibility or liability for such verification,
accuracy or completeness. KBW relied upon the respective management teams of Riverside and SAL as to the
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reasonableness and achievability of the financial and operating forecasts and projections of Riverside and SAL (and
the assumptions and bases therefor) that were prepared by such management teams and KBW assumed, at the
direction of Riverside, that such forecasts and projections were reasonably prepared on a basis reflecting the best
currently available estimates and judgments of such management teams and that such forecasts and projections would
be realized in the amounts and time periods estimated by such management teams. KBW further relied upon SAL
management as to the reasonableness and achievability of the estimates regarding certain pro forma financial effects
of the merger on SAL that were prepared by and provided to KBW by such management, and that were discussed with
KBW by such management (and the assumptions and bases therefor, including but not limited to the financial and
operating projections of Riverside that were prepared by SAL in connection therewith and used by KBW at the
direction of the Riverside board and any potential cost savings and operating synergies and other potential pro forma
effects assumed or estimated by SAL with respect to the merger), and KBW assumed, with the consent of Riverside,
that all such estimates were reasonably prepared on a basis reflecting the best available estimates and judgments of
SAL management and that such estimates would be realized in the amounts and in the time periods estimated.
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The forecasts, projections and estimates of Riverside and SAL that were provided to KBW were not prepared with the
expectation of public disclosure. All such information was based on numerous variables and assumptions that are
inherently uncertain, including, without limitation, factors related to general economic and competitive conditions and
that, accordingly, actual results could vary significantly from those set forth in such forecasts, projections and
estimates. KBW assumed, based on discussions with the respective management teams of Riverside and SAL, that
such forecasts, projections and estimates referred to above, provided a reasonable basis upon which KBW could form
its opinion and KBW expressed no view as to any such information or the assumptions or bases therefor. KBW relied
on all such information without independent verification or analysis and did not in any respect assume any
responsibility or liability for the accuracy or completeness thereof.

KBW assumed that there were no material changes in the assets, liabilities, financial condition, results of operations,
business or prospects of either Riverside or SAL since the date of the last financial statements made available to
KBW. KBW is not an expert in the independent verification of the adequacy of allowances for loan and lease losses
and KBW assumed, without independent verification and with Riverside’s consent, that the aggregate allowances for
loan and lease losses for Riverside and SAL were adequate to cover such losses. In rendering its opinion, KBW did
not make or obtain any evaluations or appraisals or physical inspection of the property, assets or liabilities (contingent
or otherwise) of Riverside or SAL, the collateral securing any of such assets or liabilities, or the collectability of any
such assets, nor did KBW examine any individual loan or credit files, nor did it evaluate the solvency, financial
capability or fair value of Riverside or SAL under any state or federal laws, including those relating to bankruptcy,
insolvency or other matters. Estimates of values of companies and assets do not purport to be appraisals or necessarily
reflect the prices at which companies or assets may actually be sold. Because such estimates are inherently subject to
uncertainty, KBW assumed no responsibility or liability for their accuracy.

KBW assumed that, in all respects material to its analyses:

the merger would be completed substantially in accordance with the terms set forth in the merger agreement (the final
terms of which KBW assumed would not differ in any respect material to KBW’s analyses from the latest draft of the
merger agreement that had been reviewed by KBW) with no adjustments to the exchange ratio or additional forms of
consideration;

the representations and warranties of each party in the merger agreement and in all related documents and instruments
referred to in the merger agreement are true and correct;

each party to the merger agreement and all related documents would perform all of the covenants and agreements
required to be performed by such party under such documents;

there are no factors that would delay or subject to any adverse conditions, any necessary regulatory or governmental
approval for the merger and that all conditions to the completion of the merger would be satisfied without any waivers
or modifications to the merger agreement; and

in the course of obtaining the necessary regulatory, contractual, or other consents or approvals for the merger, no
restrictions, including any divestiture requirements, termination or other payments or amendments or modifications,
would be imposed that would have a material adverse effect on the future results of operations or financial condition
of Riverside, SAL, the combined entity or the contemplated benefits of the merger, including the cost savings,
revenue enhancements, and related expenses expected to result from the merger.
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KBW assumed that the merger would be consummated in a manner that complied with the applicable provisions of
the Securities Act of 1933, as amended, the Securities Exchange Act of 1934, as amended, and all other applicable
federal and state statutes, rules and regulations. KBW further assumed that Riverside relied upon the advice of its
counsel, independent accountants and other advisors (other than KBW) as to all legal, financial reporting, tax,
accounting and regulatory matters with respect to Riverside, SAL, SBT, the merger and any related transaction, and
the merger agreement. KBW did not provide and is not providing advice with respect to any such matters.

KBW’s opinion addressed only the fairness, from a financial point of view, as of the date of such opinion, of the
exchange ratio in the merger to the holders of Riverside common stock. KBW expressed no view or opinion as to any
terms or other aspects of the merger or any related transaction, including without limitation, the form or structure of
the merger or any related transaction, any consequences of the merger to Riverside, its shareholders, creditors or
otherwise, or any terms, aspects or implications of any voting, support, shareholder or other agreements, arrangements
or understandings contemplated or entered into in connection with the merger or otherwise. KBW’s opinion was
necessarily based upon conditions as they existed and could be evaluated on the date of such opinion and the
information made available to KBW through such date. Developments subsequent to the date of KBW’s opinion may
have affected, and may affect, the conclusion reached in KBW’s opinion and KBW did not and does not have an
obligation to update, revise or reaffirm its opinion. KBW’s opinion did not address, and KBW expressed no view or
opinion with respect to:
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» the underlying business decision of Riverside to engage in the merger or enter into the merger agreement;
the relative merits of the merger as compared to any strategic alternatives that are, have been or may be available to or
contemplated by Riverside or the Riverside board;
the fairness of the amount or nature of any compensation to any of Riverside’s officers, directors or employees, or any
class of such persons, relative to any compensation to the holders of Riverside common stock;
the effect of the merger or any related transaction on, or the fairness of the consideration to be received by, holders of
any class of securities of Riverside other than Riverside common stock (solely with respect to the exchange ratio), or
of any class of securities of SAL, SBT or any other party to any transaction contemplated by the merger agreement;

. the actual value of the SAL common stock to be issued in the merger;

the prices, trading range or volume at which the common stock of Riverside or SAL would trade following the public
announcement of the merger or the consummation of the merger;
any advice or opinions provided by any other advisor to any of the parties to the merger or any other transaction
contemplated by the merger agreement; or
any legal, regulatory, accounting, tax or similar matters relating to Riverside, SAL, SBT, their respective
shareholders, or relating to or arising out of or as a consequence of the merger or any related transaction, including
whether or not the merger would qualify as a tax-free reorganization for United States federal income tax purposes.

In performing its analyses, KBW made numerous assumptions with respect to industry performance, general business,
economic, market and financial conditions and other matters, which are beyond the control of KBW, Riverside and
SAL. Any estimates contained in the analyses performed by KBW are not necessarily indicative of actual values or
future results, which may be significantly more or less favorable than suggested by these analyses. Additionally,
estimates of the value of businesses or securities do not purport to be appraisals or to reflect the prices at which such
businesses or securities might actually be sold. Accordingly, these analyses and estimates are inherently subject to
substantial uncertainty. In addition, the KBW opinion was among several factors taken into consideration by the
Riverside board in making its determination to approve the merger agreement and the merger. Consequently, the
analyses described below should not be viewed as determinative of the decision of the Riverside board with respect to
the fairness of the exchange ratio. The type and amount of consideration payable in the merger were determined
through negotiation between Riverside and SAL and the decision to enter into the merger agreement was solely that of
the Riverside board.

The following is a summary of the material financial analyses performed by KBW in connection with its opinion. The
summary is not a complete description of the financial analyses underlying the opinion, but summarizes the material
analyses performed in connection with such opinion. The preparation of a fairness opinion is a complex analytic
process involving various determinations as to appropriate and relevant methods of financial analysis and the
application of those methods to the particular circumstances. Therefore, a fairness opinion is not readily susceptible to
partial analysis or summary description. In arriving at its opinion, KBW did not attribute any particular weight to any
analysis or factor that it considered, but rather made qualitative judgments as to the significance and relevance of each
analysis and factor. The financial analyses summarized below include information presented in tabular format.
Accordingly, KBW believes that its analyses and the summary of its analyses must be considered as a whole and that
selecting portions of its analyses and factors or focusing on the information presented below in tabular format, without
considering all analyses and factors or the full narrative description of the financial analyses, including the
methodologies and assumptions underlying the analyses, could create a misleading or incomplete view of the process
underlying its analyses and opinion. The tables alone do not constitute a complete description of the financial
analyses.
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Selected Companies Analyses. Using publicly available information, KBW compared the financial performance and,
financial condition of Riverside to 20 selected publicly traded banks and thrifts headquartered in the New England
region (defined as Connecticut Massachusetts, New Hampshire, Rhode Island and Vermont) or the Mid-Atlantic
region (defined as Delaware, Maryland, New Jersey, New York and Pennsylvania) of the United States with total
assets between $150 million and $300 million, loans / deposits ratios greater than 50% and nonperforming assets /
(loans + OREOQ) ratios less than 4.0%. KBW also reviewed the market performance of the selected companies.

4)-
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LIS

The selected companies included in Riverside’s “peer” group were:

Farmers and Merchants Bank First Suffield Financial, Inc.

PSB Holding Corporation Fleetwood Bank Corporation
Grand Bank Corporation Highlands Bancorp, Inc.
Community Bankers’” CorporationElmer Bancorp, Inc.

Peoples Limited Rockport National Bancorp, Inc.
Damascus Community Bank Harmony Bank

First Colebrook Bancorp, Inc. GNB Financial Services, Inc.
Landmark Bancorp, Inc. JTNB Bancorp, Inc.

National Bank of Coxsackie First Resource Bank

Bank of Akron ES Bancshares, Inc.

To perform this analysis, KBW used last-twelve-months (“LLTM”) and other financial information as of or for the most
recent completed quarter available and market price information as of March 17, 2014. Certain financial data prepared
by KBW, as referenced in the tables presented below, may not correspond to the data presented in Riverside’s
historical financial statements, or the data prepared by Sterne Agee presented under the section “Opinion of SAL’s
Financial Advisor,” as a result of the different periods, assumptions and methods used by KBW to compute the
financial data presented.

KBW’s analysis showed the following concerning the financial performance of Riverside and the selected companies
in its “peer” group:

Peer Group
25th 75th
Riverside  Percentile = Average  Median  Percentile
LTM Core Return on Average Assets ) 0.83 % 0.48 % 065 % 061 % 0.84 %
LTM Core Return on Average Equity (O 7.49 % 6.11 % 676 % 6.73 % 8.4l %

LTM Net Interest Margin 4.13 % 3.33 % 3.67 % 373 % 3.96 %
LTM Fee Income / Revenue Ratio @ 8.2 % 10.9 % 134 % 1277 % 16.5 %
LTM Efficiency Ratio 60.6 % 79.1 % 139 % 758 % 67.9 %

() Core income excludes extraordinary items, gain/loss on sale of securities and nonrecurring revenues/expenses.
@ Excludes gain/loss on sale of securities.

KBW’s analysis also showed the following concerning the financial condition of Riverside and the selected companies
in its “peer” group:

104



Edgar Filing: SALISBURY BANCORP INC - Form S-4

Tangible Common Equity / Tangible Assets
Total Risk-Based Capital / Risk-Weighted Assets
Loans / Deposits

Loan Loss Reserve / Gross Loans
Nonperforming Assets / Loans + OREO

LTM Net Charge-Offs / Average Loans

Riverside
11.34
14.08
95.6

1.40

1.26

0.34

Peer Group
25th
Percentile
6.86 %
13.03 %
74.2 %
0.97 %
2.84 %
0.36 %

Average

8.36
15.18
78.7
1.23
1.92
0.18

%

%
%
%
%

Median

8.14
14.00
79.1
1.18
1.83
0.13

%
%
%
%
%
%

75th
Percentile

9.79
17.04
85.0
1.34
0.98
0.04

%
%
%
%
%
%

In addition, KBW’s analysis showed the following concerning the market performance of the selected companies in
Riverside’s “peer” group (excluding the impact of certain selected company LTM earnings per share (“EPS”) multiples
considered to be not meaningful because they were negative or greater than 30.0x):
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Peer Group

25th 75th

Percentile Average  Median  Percentile
One - Year Stock Price Change 0.0 % 5.2 % 2.3 % 10.0 %
One - Year Total Return 1.0 % 1.3 % 5.3 % 11.0 %
YTD Stock Price Change (1.4 %) 0.2 % 0.0 % 2.2 %
Stock Price / Book Value per Share 0.78 x 098 x 093 x 1.13 X
Stock Price / Tangible Book Value per Share  0.79 x 099 x 093 x 1.13 X
Stock Price / LTM EPS 9.3 x 123 x 119 x 13.0 X
Dividend Yield 0.9 % 2.1 % 2.2 % 3.2 %
LTM Dividend Payout 13.9 % 256 % 274 % 389 %

Using publicly available information, KBW compared the financial performance, financial condition and market
performance of SAL to 21 selected banks and thrifts traded on NASDAQ or the New York Stock Exchange and
headquartered in the New England region or the Mid-Atlantic region of the United States with total assets between
$400 million and $750 million and nonperforming assets / loans + OREO ratios less than 4.0%.

The selected companies included in SAL’s “peer” group were:

Oneida Financial Corp. Union Bankshares, Inc.

1st Constitution Bancorp Patriot National Bancorp, Inc.
Northeast Bancorp Emclaire Financial Corp.

Mid Penn Bancorp, Inc. Prudential Bancorp, Inc.
Norwood Financial Corp. Elmira Savings Bank
Hampden Bancorp, Inc. Howard Bancorp, Inc.

DNB Financial Corporation First Bank

Bancorp of New Jersey, Inc. Wellesley Bancorp, Inc.
Malvern Bancorp, Inc. Bay Bancorp, Inc.

Peoples Federal Bancshares, Inc. Alliance Bancorp, Inc. of Pennsylvania
Chicopee Bancorp, Inc.

To perform this analysis, KBW used LTM and other financial information as of or for the most recent completed
quarter available and market price information as of March 17, 2014. Certain financial data prepared by KBW, as
referenced in the tables presented below, may not correspond to the data presented in SAL’s historical financial
statements, or the data prepared by Sterne Agee presented under the section “Opinion of SAL’s Financial Advisor,” as a
result of the different periods, assumptions and methods used by KBW to compute the financial data presented.

KBW’s analysis showed the following concerning the financial performance of SAL and the selected companies in its
“peer” group:
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LTM Core Return on Average Assets (1)
LTM Core Return on Average Equity (1)
LTM Net Interest Margin

LTM Fee Income / Revenue Ratio @
LTM Efficiency Ratio

() Core income excludes extraordinary items, gain/loss on sale of securities and nonrecurring revenues/expenses.

@
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SAL

0.69 %
5.67 %
3.57 %
25.2 %
71.3 %

Peer Group
25th
Percentile
0.43 %
2.88 %
3.23 %
8.2 %
81.2 %

Average
0.40
3.93
3.48
16.5
75.7

%
%
%
%
%

Median

054 %
501 %
340 %
147 %
729 %

75th
Percentile
0.72
8.31
3.60
18.1
68.8

Excludes gain/loss on sale of securities.

%
%

%
%
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KBW’s analysis also showed the following concerning the financial condition of SAL and the selected companies in its

“peer” group:

Peer Group
25th
SAL Percentile ~ Average

Tangible Common Equity / Tangible Assets 8.04 % 745 % 11.20
Total Risk-Based Capital / Risk-Weighted Assets 16.46% 13.88 % 18.50
Loans / Deposits 92.8 % 84.5 % 89.6
Loan Loss Reserve / Gross Loans 1.06 % 0.92 % 1.04
Nonperforming Assets / Loans + OREO 3.62 % 2.32 % 1.84
LTM Net Charge-Offs / Average Loans 0.18 % 0.32 % 0.36

Median

% 10.20
% 15.97
% 89.0
% 1.09
% 1.69
% 0.17

75th
Percentile

% 12.56

% 19.43

% 98.1

% 122

% 1.48

% 0.05

%
%
%

%
%

In addition, KBW’s analysis showed the following concerning the market performance of SAL and the selected
companies in its peer group (excluding the impact of certain selected company LTM EPS multiples considered to be
not meaningful because they were negative or greater than 30.0x):

SAL
One - Year Stock Price Change 79 %
One - Year Total Return 12.3 %
YTD Stock Price Change 1.1 %
Stock Price / Book Value per Share 0.82 x
Stock Price / Tangible Book Value per Share  1.00 x
Stock Price / LTM EPS 11.8 x
Dividend Yield 41 %
LTM Dividend Payout 48.7 %

Peer Group
25th
Percentile
0.5 %
2.9 %
3.4 %)
0.96 X
0.98 X
14.0 X
0.0 %
0.0 %

Average
9.7

11.5

1.1

1.12
1.19
16.9

1.6

30.6

Median
73
11.2
(1.4
1.04
1.05
15.2
1.4
27.6

75th
Percentile
20.4 %
21.2 %
1.6 %
1.21 X
1.27 X
19.3 X
3.5 %
52.6 %

Using publicly available information, KBW reviewed the financial performance, financial condition and market
performance of 17 selected banks and thrifts traded on NASDAQ or the New York Stock Exchange and headquartered
in the New England region or the Mid-Atlantic region of the United States with total assets between $750 million and

$1.25 billion and nonperforming assets / loans + OREO ratios less than 4.0%.

The selected companies included in this third group were:
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Citizens & Northern Corporation ACNB Corporation

Penns Woods Bancorp, Inc. Community Financial Corporation
Orrstown Financial Services, Inc. Ocean Shore Holding Co.

Old Line Bancshares, Inc. Republic First Bancorp, Inc.
Codorus Valley Bancorp, Inc. Unity Bancorp, Inc.

Fox Chase Bancorp, Inc. TF Financial Corporation

Cape Bancorp, Inc. Evans Bancorp, Inc.

AmeriServ Financial, Inc. Two River Bancorp

BSB Bancorp, Inc.
To perform this analysis, KBW used LTM and other financial information of the selected companies as of or for the

most recent completed quarter available and market price information of the selected companies as of March 17, 2014.
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KBW’s analysis showed the following concerning the financial performance of the selected companies in the third
group and certain corresponding pro forma combined information of SAL and Riverside:

Peer Group

Pro Forma 25th 75th

SAL-Riverside Percentile Average Median Percentile
LTM Core Return on Average Assets (D@ (.83 % 0.52 % 072 % 0.69 % 0.90 %
LTM Core Return on Average Equity (V@ 6.91 % 4.36 % 691 % 137 % 9.47 %
LTM Net Interest Margin — 3.48 % 3.61 % 3.59 % 3.83 %
LTM Fee Income / Revenue Ratio @ — 12.4 % 19.1 % 17.0 % 25.8 %
LTM Efficiency Ratio — 73.3 % 69.8 % 67.5 % 63.2 %

() Core income excludes extraordinary items, gain/loss on sale of securities and nonrecurring revenues/expenses.
Pro forma SAL and Riverside ratios based on projected pro forma financial data for the 2015 fiscal year provided
by SAL management and include impact of purchase accounting adjustments provided by SAL management.

3) Excludes gain/loss on sale of securities.

@

KBW’s analysis also showed the following concerning the financial condition of the selected companies in the third
group and certain corresponding pro forma combined information of SAL and Riverside:

Peer Group

Pro Forma 25th 75th

SAL-Riverside Percentile Average Median Percentile
Tangible Common Equity / Tangible Assets ) 8.57 % 7.71 % 9.63 % 9.13 % 10.71 %
;1;)otal Risk-Based Capital / Risk-Weighted Assets 1461 % 1321 % 1596 % 15.00 % 16.30 %
Loans / Deposits () 93.0 % 81.5 % 90.6 % 91.6 % 959 %
Loan Loss Reserve / Gross Loans — 1.06 % 139 % 128 % 1.57 %
Nonperforming Assets / Loans + OREO — 2.96 % 244 % 2.63 % 1.87 %
LTM Net Charge-Offs / Average Loans — 0.21 % 0.15 % 0.10 % 0.04 %

. Pro forma SAL and Riverside ratios based on pro forma financials as of September 30, 2014 provided by SAL
management and include impact of purchase accounting adjustments provided by SAL management.

In addition, KBW’s analysis showed the following concerning the market performance of the selected companies in the
third group (excluding the impact of certain selected company LTM EPS multiples considered to be not meaningful
because they were negative or greater than 30.0x) and certain corresponding pro forma combined information of SAL

and Riverside:
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One - Year Stock Price Change

One - Year Total Return

YTD Stock Price Change

Stock Price / Book Value per Share (1)

Stock Price / Tangible Book Value per Share ()
Stock Price / LTM EPS (D

Dividend Yield

LTM Dividend Payout

Pro Forma
SAL-Riverside

0.88
1.05
11.6
4.1

Average

Peer Group

25th

Percentile

13.5 % 21.9

13.5 % 23.9

(0.2 %) 9.8
x 1.01 x 1.20
x 1.09 x 1.29
x 12.8 x 14.8
% 1.0 % 1.9

15.1 % 29.6

Median

% 23.6
% 25.1
% 8.4
x 1.19
x 1.19
x 13.5
% 1.7
% 21.3

%
%
%

%
%

75th
Percentile

28.8
30.5
12.2
1.38
1.41
15.5
24

48.7

Pro forma SAL and Riverside book value per share and tangible book value per share multiples based on the closing

price of SAL common stock on March 17, 2014 and pro forma financials as of September 30, 2014 provided by
(DSAL management and include impact of purchase accounting adjustments provided by SAL management. Pro

forma SAL and Riverside LTM EPS multiple based on 2013 reported earnings of Riverside and SAL and include
impact of purchase accounting adjustments and other merger adjustments provided by SAL management.
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No company used as a comparison in the above selected companies analyses is identical to Riverside or SAL.
Accordingly, an analysis of these results is not mathematical. Rather, it involves complex considerations and
judgments concerning differences in financial and operating characteristics of the companies involved.

Selected Transactions Analyses. KBW reviewed publicly available information related to 15 selected bank and thrift
transactions announced since June 30, 2012 with acquired companies in the New England region or the Mid-Atlantic
region of the United States, transaction values of between $10 million and $50 million. Terminated transactions,
mergers of equals and mutual-to-mutual transactions were excluded from the selected transactions. The selected
transactions included in the group were:

Acquiror: Acquired Company:

Southern National Bancorp of Virginia, Inc. Prince George’s Federal Savings Bank
Mascoma Mutual Financial Services Corporation Connecticut River Bancorp, Inc.
ESSA Bancorp, Inc. Franklin Security Bancorp, Inc.

1st Constitution Bancorp Rumson-Fair Haven Bank & Trust Co.
Wilshire Bancorp, Inc. BankAsiana

Haven Bancorp, MHC Hilltop Community Bancorp, Inc.
Independent Bank Corp. Mayflower Bancorp, Inc.

New Hampshire Thrift Bancshares, Inc. Central Financial Corporation
Riverview Financial Corporation Union Bancorp, Inc.

Liberty Bank Southern Connecticut Bancorp, Inc.
TF Financial Corporation Roebling Financial Corp, Inc.

Penns Woods Bancorp, Inc. Luzerne National Bank Corporation
Old Line Bancshares, Inc. WSB Holdings, Inc.

New Hampshire Thrift Bancshares, Inc. Nashua Bank

Hana Financial Group Inc. BNB Financial Services Corporation

For each selected transaction, KBW derived the ratio of the transaction consideration value per common share paid for
the acquired company to the following, in each case based on the acquired company’s then latest publicly available
financial statements of the acquired company available prior to the announcement of the acquisition:

. tangible book value per share of the acquired company;
* tangible equity premium to core deposits (total deposits less time deposits greater than $100,000); and
. LTM EPS for the acquired company.

The above transaction multiples and premium for the selected transactions were compared with the corresponding
transaction multiples and premium for the proposed merger based on the implied value of the merger consideration of
$36.71 per share of Riverside common stock (which implied value was based on the exchange ratio of 1.35 shares of
SAL common stock to be exchanged in the merger for each share of Riverside common stock and the closing price of
SAL common stock on March 17, 2014) and using historical financial information for Riverside as of December 31,
2013. KBW also reviewed the price per common share paid for the acquired company for each selected transaction
involving a publicly traded acquired company as a premium to the closing price of the acquired company one day
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prior to the announcement of the acquisition (expressed as a percentage and referred to as the one-day market
premium).

The results of the analysis (excluding the impact of certain selected transaction LTM EPS multiples and the one-day
premium for one of the selected transactions, which LTM EPS multiples and one-day premium were considered to be
not meaningful) are set forth in the following table:

SAL/ Selected Transactions

Riverside  25th 75th
Transaction Price to: Merger Percentile Average  Median  Percentile
Tangible Book Value per Share 1.08 x 0.89 x 113 x 107 x 133 X
Core Deposit Premium 1.6 % (1.9 %) 0.9 % 0.7 % 5.1 %
LTM EPS 15.1 x 24.0 x 302 x 305 x 326 X
One-Day Market Premium NA 50.3 % 54.1 % 565 % 67.8 %
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Additionally, KBW reviewed publicly available information related to 14 selected nationwide bank and thrift
transactions announced since January 1, 2011 with transaction values of between $10 million and $100 million, 100%
stock consideration and acquired company total assets / acquiror total assets percentages greater than 30%. Terminated
transactions, mergers of equals and mutual-to-mutual transactions were excluded from the selected transactions. The
selected transactions included in the group were:

Acquiror: Acquired Company:

New Century Bancorp, Inc. Select Bancorp, Inc.

Riverview Financial Corporation ~ Union Bancorp, Inc.

Nicolet Bankshares, Inc. Mid-Wisconsin Financial Services, Inc.
Coronado First Bank San Diego Private Bank

Old Florida Bancshares, Inc. New Traditions National Bank

Crescent Financial Bancshares, Inc. ECB Bancorp, Inc.
HaleCo Bancshares, Incorporated LubCo Bancshares, Inc.

Equity Bancshares, Inc. First Community Bancshares, Inc.
United Financial Bancorp, Inc. New England Bancshares, Inc.
First Priority Financial Corp. Affinity Bancorp, Inc.

Tompkins Financial Corporation  VIST Financial Corp.

California United Bank Premier Commercial Bancorp
AltaPacific Bancorp Stellar Business Bank

FNB United Corp. Bank of Granite Corporation

For each selected transaction, KBW derived the ratio of the transaction consideration value per common share paid for
the acquired company to the following, in each case based on the acquired company’s then latest publicly available
financial statements of the acquired company available prior to the announcement of the acquisition:

. tangible book value per share of the acquired company;
. tangible equity premium to core deposits; and
. LTM EPS for the acquired company.

The above transaction multiples and premium for the selected transactions were compared with the corresponding
transaction multiples and premium for the proposed merger based on the implied value of the merger consideration of
$36.71 per share of Riverside common stock and using historical financial information for Riverside as of December
31,2013. KBW also reviewed the one-day market premium for each selected transaction.

The results of the analysis, excluding the impact of certain selected transaction LTM EPS multiples considered to be
not meaningful, are set forth in the following table:
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SAL/ Selected Transactions

Riverside  25th 75th
Transaction Price to: Merger Percentile Average  Median Percentile
Tangible Book Value per Share 1.08 x 0.95 x 104 x 1.00 x 1.13 X
Core Deposit Premium 1.6 % (0.8 %) 0.1 % (0.1 %) 1.1 %
LTM EPS 15.1 x 129 x 189 x 144 x 239 X
One-Day Market Premium NA 49.6 % 55.1 % 550 % 628 %

No company or transaction used as a comparison in the above selected transaction analyses is identical to Riverside or
the proposed merger. Accordingly, an analysis of these results is not mathematical. Rather, it involves complex

considerations and judgments concerning differences in financial and operating characteristics of the companies
involved.
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Relative Contribution Analysis. KBW analyzed the relative stand-alone contribution of SAL and Riverside to various
pro forma balance sheet and income statement items to derive implied exchange ratios of shares of SAL common
stock for each share of Riverside common stock. This analysis did not include purchase accounting adjustments. To
perform this analysis, KBW used (i) reported balance sheet data for SAL and Riverside as of December 31, 2013 and
2013 reported net income for SAL and Riverside, and (ii) 2014 and 2015 net income estimates for SAL and Riverside
per SAL’s and Riverside’s respective managements. Implied exchange ratios were derived by dividing the implied
share price for Riverside common stock based on the Riverside contribution to the applicable pro forma item, taking
into account the dilutive impact of Riverside stock options, by the closing share price of SAL common stock on
March 17, 2014. The results of KBW’s analysis are set forth in the following table, which also compares the results of
KBW’s analysis with the implied pro forma ownership percentages of SAL and Riverside shareholders in the
combined company based on the 1.35 exchange ratio in the proposed merger:

SAL Riverside Implied

i/z T asa% Exchange
"(l)“fotal of Total Ratio M
Balance Sheet
Assets 3% 27 % 0.868 x
Gross Loans Held for Investment 70% 30 % 0.968 x
Deposits 1% 29 % 0940 x
Tangible Common Equity 65% 35 % 1233 x
Net Income to Common
2013 GAAP Net Income 68% 32 % 1.055 x
2014 Estimated GAAP Net Income 64% 36 % 1.286 x
2015 Estimated GAAP Net Income 64% 36 % 1.286 x

Pro Forma Ownership at 1.350x Exchange Ratio 63% 37 % 1.350 x

. Implied exchange ratio calculates the implied price per Riverside share based on Riverside contribution to the total
company (including dilutive impact of Riverside options) divided by SAL’s closing price of $27.19 as of 3/17/2014.

Discounted Cash Flow Analyses. KBW performed a discounted cash flow analysis to estimate a range for the implied
equity value of Riverside. In this analysis, KBW used financial forecasts and projections relating to the earnings and
assets of Riverside prepared, and provided to KBW, by Riverside management and assumed discount rates ranging
from 13.0% to 17.0%. The ranges of values were derived by adding (i) the present value of the estimated free cash
flows that SAL could generate over the period from September 30, 2014 to December 31, 2018 as a stand-alone
company, and (ii) the present value of Riverside’s implied terminal value at the end of such period. KBW assumed that
Riverside would maintain a tangible common equity ratio of 8.00% and would retain sufficient earnings to maintain
that level based on these assumptions. Any free cash flows in excess of what would need to be retained represented
dividendable cash flows for Riverside. KBW derived implied terminal multiples using two methodologies, one based
on 2019 earnings multiples and the other based on 2018 tangible book value multiples. Using implied terminal values
for Riverside calculated by applying a range of 10.0x and 14.0x estimated 2019 earnings, KBW derived a range of
implied values per share of Riverside common stock of approximately $34.34 to $46.41. Using implied terminal

116



Edgar Filing: SALISBURY BANCORP INC - Form S-4

values for Riverside calculated by applying a range of 0.80x to 1.10x estimated 2018 tangible book value, KBW
derived a range of implied values per share of Riverside common stock of approximately $28.58 to $36.67.

KBW also performed a discounted cash flow analysis to estimate a range for the implied equity value of SAL. In this
analysis, KBW used financial forecasts and projections relating to the earnings and assets of SAL prepared, and
provided to KBW, by SAL management and assumed discount rates ranging from 13.0% to 17.0%. The ranges of
values were derived by adding (i) the present value of the estimated free cash flows that SAL could generate over the
period from September 30, 2014 to December 31, 2018 as a stand-alone company, and (ii) the present value of SAL’s
implied terminal value at the end of such period. KBW assumed that SAL would maintain a tangible common equity
ratio of 8.00% and would retain sufficient earnings to maintain that level based on these assumptions. Any free cash
flows in excess of what would need to be retained represented dividendable cash flows for SAL. KBW derived
implied terminal multiples using two methodologies, one based on 2019 earnings multiples and the other based on
2018 tangible book value multiples. Using implied terminal values for SAL calculated by applying a range of 13.0x
and 17.0x estimated 2019 earnings, KBW derived a range of implied values per share of SAL common stock of
approximately $23.24 to $33.60 and a range of implied values for 1.35 shares of SAL common stock of approximately
$31.38 to $45.36. Using implied terminal values for SAL calculated by applying a range of 0.95x and 1.25x estimated
2018 tangible book value, KBW derived a range of implied values per share of SAL common stock of approximately
$19.91 to $28.69 and a range of implied values for 1.35 shares of SAL common stock of approximately $26.88 to
$38.74.

49.
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Additionally KBW performed a discounted cash flow analysis to estimate a range for the implied equity value of the
pro forma combined company. In this analysis, KBW used financial forecasts and projections relating to the earnings
and assets of Riverside and SAL prepared, and provided to KBW, by the respective managements of Riverside and
SAL and pro forma assumptions (including purchase accounting assumptions, cost savings and related expenses)
provided by SAL management and assumed discount rates ranging from 13.0% to 17.0%. The ranges of values were
derived by adding (i) the present value of the estimated free cash flows that the pro forma combined company could
generate over the period from September 30, 2014 to December 31, 2018, and (ii) the present value of the pro forma
combined company’s implied terminal value at the end of such period. KBW assumed that the pro forma combined
company would maintain a tangible common equity ratio of 8.00% and would retain sufficient earnings to maintain
that level based on these assumptions. Any free cash flows in excess of what would need to be retained represented
dividendable cash flows for the pro forma combined company. KBW derived implied terminal multiples using two
methodologies, one based on 2019 earnings multiples and the other based on 2018 tangible book value multiples.
Using implied terminal values for the pro forma combined company calculated by applying a range of 13.0x and
17.0x estimated 2019 earnings, KBW derived a range of implied values for 1.35 shares of SAL common stock of
approximately $37.50 to $52.87. Using implied terminal values for the pro forma combined company calculated by
applying a range of 1.10x and 1.40x estimated 2018 tangible book value, KBW derived a range of implied values for
1.35 shares of SAL common stock of approximately $31.19 to $42.40.

The discounted cash flow analysis is a widely used valuation methodology, but the results of such methodology are
highly dependent on the assumptions that must be made, including asset and earnings growth rates, terminal values,
dividend payout rates, and discount rates. The analysis did not purport to be indicative of the actual values or expected
values of Riverside, SAL or the pro forma combined company.

Pro Forma Financial Impact Analysis. KBW performed a pro forma financial impact analysis that combined
projected income statement and balance sheet information of SAL and Riverside. Using closing balance sheet
estimates as of September 30, 2014 for SAL and Riverside based on long-term balance sheet growth rate assumptions
provided by the respective managements of SAL and Riverside, financial forecasts and projections for SAL and
Riverside provided by the respective managements of SAL and Riverside and pro forma assumptions (including
purchase accounting assumptions, cost savings and related expenses) provided by SAL management, KBW analyzed
the potential financial impact of the merger on certain projected financial results of SAL. This analysis indicated the
merger could be accretive to SAL’s 2015 estimated EPS and dilutive to SAL’s estimated tangible book value per share
as of September 30, 2014. Furthermore, the analysis indicated that, pro forma for the proposed merger, SAL’s tangible
common equity to tangible assets ratio as of September 30, 2014 could be higher and that SAL’s leverage ratio, Tier 1
Risk Based Capital Ratio and Total Risk Based Capital Ratio as of September 30, 2014 could be lower. For all of the
above, the actual results achieved by SAL following the merger may vary from the projected results, and the
variations may be material.

Miscellaneous. KBW acted as financial advisor to Riverside in connection with the proposed merger and did not act as
an advisor to or agent of any other person. As part of its investment banking business, KBW is continually engaged in
the valuation of bank and bank holding company securities in connection with acquisitions, negotiated underwritings,
secondary distributions of listed and unlisted securities, private placements and valuations for various other purposes.
As specialists in the securities of banking companies, KBW has experience in, and knowledge of, the valuation of
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banking enterprises. Further to ongoing sales and trading relationships between KBW and each of Riverside and SAL,
from time to time KBW has, in the ordinary course of its business as a broker-dealer, purchased securities from, or
sold securities to, Riverside and SAL. As a market maker in securities, KBW may from time to time have a long or
short position in, and buy or sell, debt or equity securities of Riverside and SAL for its own account and for the
accounts of its customers. To the extent KBW held any such positions as of the date of its opinion, it was disclosed to
the Riverside board.

Pursuant to the KBW engagement agreement, Riverside agreed to pay KBW a cash fee equal to 1.50% of the
aggregate merger consideration, of which $50,000 and $100,000 became payable upon the entry into the engagement
agreement and the rendering of KBW’s opinion, respectively, and the balance of which is contingent upon the
consummation of the merger. Riverside also agreed to reimburse KBW for reasonable out-of-pocket expenses and
disbursements incurred in connection with its retention and to indemnify KBW against certain liabilities relating to or
arising out of KBW’s engagement or KBW’s role in connection therewith. Other than in connection with this present
engagement, during the two years preceding the date of its opinion, KBW has not provided investment banking and
financial advisory services to Riverside. In the past two years, KBW has not provided investment banking and
financial advisory services to SAL. KBW may in the future provide investment banking and financial advisory
services to Riverside or SAL and receive compensation for such services.
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Opinion of Sterne, Agee & Leach, Financial Advisor to SAL

SAL retained Sterne Agee to act as its financial advisor in connection with its proposed merger with Riverside. Sterne
Agee agreed to assist SAL in analyzing, structuring, and negotiating the merger and was also engaged to render a
written opinion to SAL’s board of directors as to whether the merger consideration pursuant to the merger agreement
was fair, from a financial point of view, to SAL. Sterne Agee is a nationally recognized investment banking firm with
substantial experience in transactions similar to the merger and is familiar with SAL and its business. As part of its
investment banking business, Sterne Agee is continually engaged in the valuation of financial services companies and
their securities in connection with mergers and acquisitions.

As part of its engagement, representatives of Sterne Agee attended the meeting of the SAL board of directors, held on
March 18, 2014, at which the SAL board of directors evaluated the proposed merger with Riverside. At this meeting,
Sterne Agee reviewed the financial aspects of the proposed merger and rendered an opinion that, as of such date and
based upon and subject to the various factors, assumptions and limitations set forth in its opinion, the merger
consideration pursuant to the merger agreement was fair, from a financial point of view, to SAL. Following extensive
review and discussion, the SAL board of directors approved the merger agreement at this meeting.

The full text of Sterne Agee’s written opinion is attached as Appendix D to this document and is incorporated herein
by reference. SAL shareholders are urged to read the opinion in its entirety for a description of the procedures
followed, assumptions made, matters considered, and qualifications and limitations on the review undertaken by
Sterne Agee. The description of the opinion set forth herein is qualified in its entirety by reference to the full text of
such opinion. Sterne Agee has consented to the inclusion of its opinion and a summary thereof in this joint proxy
statement/prospectus and in the registration statement on Form S-4, which includes this joint proxy
statement/prospectus. The issuance of Sterne Agee’s opinion was approved by a fairness opinion committee of Sterne
Agee. Sterne Agee provided its opinion to the SAL board of directors in connection with and for the purposes of its
evaluation of the merger.

Sterne Agee’s opinion speaks only as of the date of the opinion. The opinion is directed to the SAL board of
directors and addresses only the fairness, from a financial point of view, of the merger consideration to be paid
by SAL in the merger. It does not address the underlying business decision to proceed with the merger and
does not constitute a recommendation to any SAL shareholder as to how the shareholder should vote at the
SAL special meeting on the merger or any related matter.

In rendering its opinion, Sterne Agee reviewed, among other things:

certain publicly-available financial and business information of SAL, Riverside and their affiliates which it deemed to
be relevant;
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certain information, including financial forecasts, relating to the business, earnings, cash flow, assets, liabilities,
liquidity and prospects of SAL and Riverside;
certain information detailing the merger prepared by SAL, Riverside and their affiliates and by their legal and
accounting advisors including the estimated amount and timing of the cost savings and related expenses and synergies
expected to result from the merger (the “Synergies”);
a comparison of certain financial metrics of SAL and Riverside to other selected banks and thrifts that it deemed to be
relevant;
the terms of the merger relative to selected prior mergers and acquisitions involving a depository institution as the
selling entity;
the projected pro forma impact of the merger on the projected balance sheet, capital ratios, tangible book value per
share and estimated earnings per share of SAL;
the recent price performance of the common stock of SAL and compared it to other selected banks and thrifts that it
deemed relevant;

. the overall environment for depository institutions in the United States;

. the merger agreement dated March 18, 2014; and

such other financial studies, analyses and investigations and took into account such other matters as it deemed
appropriate for purposes of its opinion, including its assessment of general economic, market and monetary conditions
and its experience in other transactions, as well as its experience in securities valuation and knowledge of the banking
industry generally.
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Sterne Agee also held several discussions with members of senior management and representatives of both SAL and
Riverside with respect to certain aspects of the merger, as well as their respective businesses and prospects before and
after giving effect to the merger and certain other matters Sterne Agee believed necessary or appropriate to its inquiry.

Sterne Agee, in conducting its review and arriving at its opinion, relied upon, without independent verification, the
accuracy and completeness of the information provided to it by SAL, Riverside and their affiliates. In addition, where
appropriate, Sterne Agee relied upon publicly available information, without independent verification, that Sterne
Agee believes to be reliable, accurate and complete; however, Sterne Agee cannot guarantee the reliability, accuracy,
or completeness of any such publicly available information. Sterne Agee was not engaged to express, and is not
expressing, any opinion with respect to any other transaction, including any alternative transaction between SAL and
Riverside. Sterne Agee prepared its opinion using internal projections for SAL and Riverside provided by and
discussed with senior management of SAL and Riverside. With respect to the financial forecasts, including the
synergies and restructuring charges, supplied to Sterne Agee, Sterne Agee assumed, with SAL’s consent, that they
were reasonably prepared and reflected, as of the date of Sterne Agee’s opinion, the best currently available estimates
and judgments of SAL and Riverside as to the future operating and financial performance of SAL, Riverside and the
combined company.

Sterne Agee did not make an independent evaluation or appraisal or physical inspection of the assets or liabilities
(contingent or otherwise) of SAL, Riverside or their affiliates, including, but not limited to, any derivative or
off-balance sheet assets or liabilities nor did Sterne Agee conduct any review of individual credit files of SAL or
Riverside, evaluate the adequacy of the loan or lease loss reserves of SAL or Riverside or evaluate the solvency of
SAL or Riverside under any state or federal laws relating to bankruptcy, insolvency or similar matters. Sterne Agee
rendered no opinion or evaluation on the collectability of any asset or the future performance of any loan of SAL or
Riverside. Sterne Agee was not retained to evaluate loan or lease portfolios for the purpose of assessing the adequacy
of the allowances for losses with respect thereto and, accordingly, Sterne Agee did not make an independent
evaluation of the adequacy of the allowance for loan and lease losses of SAL or Riverside or on the credit mark
assumed taken in the merger, and Sterne Agee has assumed, with SAL’s consent, that the respective allowances for
loan and lease losses for both SAL and Riverside, respectively, as well as the credit mark are adequate to cover such
losses and will be adequate on a pro forma basis for the combined company. Sterne Agee has relied upon and
assumed, without assuming any responsibility for independent verification, the accuracy and completeness of all of
the financial, legal, regulatory, tax, accounting and other information provided to, discussed with or reviewed by
Sterne Agee.

For purposes of rendering its opinion, Sterne Agee assumed that, in all respects material to its analyses:

the merger will be completed substantially in accordance with the terms set forth in the merger agreement with no
additional payments or adjustments to the merger consideration;
the representations and warranties of each party in the merger agreement and in all related documents and instruments
referred to in the merger agreement are true and correct;
each party to the merger agreement and all related documents will perform all of the covenants and agreements
required to be performed by such party under such documents;

. all conditions to the completion of the merger will be satisfied without any waiver; and
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in the course of obtaining the necessary regulatory, contractual, or other consents or approvals for the merger, no
restrictions, including any divestiture requirements, termination or other payments or amendments or modifications,
will be imposed that will have a material adverse effect on the future results of operations or financial condition of the
combined entity or the contemplated benefits of the merger, including the synergies and restructuring charges
expected to result from the merger.

Sterne Agee further assumed, without assuming any responsibility for independent verification, that the merger will be
accounted for as a purchase transaction under GAAP, and that the merger will qualify as a tax-free reorganization for
United States federal income tax purposes. Sterne Agee’s opinion is not an expression of an opinion as to the actual
value of the shares of common stock of the combined company when issued pursuant to the merger, or the price at
which the shares of common stock of the combined company will trade following the completion of the merger.

The merger consideration was determined through negotiations between SAL and Riverside and was approved by
SAL’s board of directors. Sterne Agee provided advice to SAL during these negotiations; Sterne Agee did not
recommend that any specific merger consideration constituted the only appropriate merger consideration for the
merger.
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Summary of Analyses by Sterne Agee

In accordance with customary investment banking practice, Sterne Agee employed generally accepted valuation
methods in reaching its opinion. The following is a summary of the material financial analyses undertaken by Sterne
Agee in connection with rendering its opinion to the SAL board of directors on March 18, 2014. The summary is not a
complete description of the analyses underlying the Sterne Agee opinion or the presentation made by Sterne Agee to
the SAL board of directors, but summarizes the material analyses performed and presented in connection with such
opinion. The preparation of a fairness opinion is a complex analytic process involving various determinations as to the
most appropriate and relevant methods of financial analysis and the application of those methods to the particular
circumstances. In arriving at its opinion, Sterne Agee did not attribute any particular weight to any analysis or factor
that it considered, but rather made qualitative judgments as to the significance and relevance of each analysis and
factor. The financial analyses summarized below include information presented in tabular format. The tables alone do
not constitute a complete description of the financial analyses. Accordingly, Sterne Agee believes that its analyses and
the summary of its analyses must be considered as a whole and that selecting portions of its analyses and factors or
focusing on the information presented below in tabular format, without considering all analyses and factors or the full
narrative description of the financial analyses, including the methodologies and assumptions underlying the analyses,
could create a misleading or incomplete view of the process underlying its analyses and opinion.

Summary of Proposal

Pursuant to the terms of the merger agreement, each outstanding share of Riverside common stock not owned by SAL
or Riverside other than shares owned in a fiduciary or agency capacity or as a result of debts previously contracted,
will be converted into the right to receive 1.350 shares of SAL common stock (the “merger consideration”). Based on
SAL’s closing price on March 14, 2014, of $26.90, the exchange ratio represented a price of $36.32 per share to
Riverside’s shareholders.

Demographic and Branch Analysis

Sterne Agee reviewed and compared selected demographic information on SAL’s and Riverside’s markets where they
have one or more active branch offices and conduct business. On a weighted average basis, based on data provided by

a nationally recognized consolidator of this information, SNL Financial, Riverside’s franchise was found to have a
projected household income change from 2013 to 2018 of 17.4% and 2013 median household income of $72,345.
SAL’s franchise was found to have a projected household income change from 2013 to 2018 of 14.9% and 2013
median household income of $67,823. Sterne Agee also prepared a pro forma map combining SAL branch offices

with Riverside’s branch offices. The map revealed the complementary nature of each institution’s branch footprint, with
a total of 25,386 businesses with less than 500 employees, based on the latest U.S. Census Bureau data, operating in

the combined four counties of operation.
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Riverside Publicly Traded Companies Analysis

Using publicly available information, Sterne Agee compared the financial performance and financial condition of
Riverside to the following publicly traded banks and bank holding companies and thrifts and thrift holding companies
headquartered in the state of either New York, Connecticut, Massachusetts, Maine, New Hampshire or Rhode Island,
excluding mutual holding companies and pending merger targets, with assets between $100 million and $400 million
and nonperforming assets to assets less than 4.0%. Companies in this group were:

. Greater Hudson Bank, National Association ®
. VSB Bancorp, Inc. .
. Grand Bank Corporation .
. Delhi Bank Corp. .
. National Bank of Coxsackie .
. First Colebrook Bancorp, Inc. .
. Georgetown Bancorp, Inc. .
. CMS Bancorp, Inc. .
. Delaware Bancshares, Inc.
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Bank of Akron

First Suffield Financial, Inc.
Rockport National Bancorp, Inc.
Damariscotta Bankshares, Inc.
Island Bancorp, Inc.

ES Bancshares, Inc.

First National Bank of Groton
Patriot Federal Bank
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To perform this analysis, Sterne Agee used financial information for the three months ended December 31, 2013 (or
as of the most recently available quarter) and market price information as of March 14, 2014. Certain financial data
prepared by Sterne Agee, and as referenced in the tables presented below, may not correspond to the data presented in
Riverside’s historical financial statements, or to the data prepared by KBW, presented under the section “Opinion of
Keefe, Bruyette & Woods, Inc., Financial Advisor to Riverside,” as a result of the different periods, assumptions and
methods used by Sterne Agee to compute the financial data presented. No company used as a comparison in the
analysis below is identical to Riverside. Accordingly, an analysis of these results is not mathematical. Rather, it
involves complex considerations and judgments concerning differences in financial and operating characteristics of

the companies.

The following table summarizes the relevant data items for Riverside and the peer group:

Riverside

Balance Sheet (Most Recent Quarter)
Total Assets ($ millions) $221
Loan / Deposits 95.6
Securities / Assets 9.2
Tangible Common Equity / Tangible Assets 11.3
Tier 1 Capital Ratio 12.8
Total Risk Based Capital Ratio 14.1
Income Analysis (Most Recent Quarter)
Return on Average Assets 1.03
Return on Average Equity 9.1
Return on Average Tangible Common Equity 9.1
Net Interest Margin 4.24
Efficiency Ratio 60.4
Fee Income / Operating Revenue 8.8
Asset Quality (Most Recent Quarter)
Non-Performing Assets / Total Assets 1.06
Loan Loss Reserves / Total Loans 1.4
Net Charge-Offs / Total Loans 0.27
Trading Multiples & Market Statistics (1)(2)
Stock Price / Tangible Book Value NA
Stock Price / Last Quarter Annualized EPS NA
Stock Price / Last Twelve Months EPS NA
Stock Price / Core Deposit Premium (3) NA
Current Dividend Yield NA

(1)As of 3/14/2014

(2)Riverside is not a public company

3)

%

%
%
%

%
%
%

Riverside Peer Group

Minimum

$107
27.2
8.5
6.9
11.7
12.8

0.16
1.6
1.6
2.83
57.0
3.6

0.15
0.3
(0.71

54.7
8.1
8.8
(6.4
0.0

%
%
%
%

%

Median

$262
79.6
19.5
9.8
15.9
17.1

0.45
4.8
52
3.52
77.4
12.4

1.10
1.1
0.08

87.3
12.4
12.9
(2.0
2.0

%
%
%
%
%

%
%
%
%
%
%

%
%
%

%)
%

Mean

$231
75.0
25.9
9.6
17.1
18.3

0.51
5.0
53
3.58
76.3
13.6

1.09
1.2
0.23

96.4
13.3
13.9
0.7
2.0

%
%
%
%
%

%
%
%
%
%
%

%
%
%

%
X
X
%)
%

Maximum

$336
126.3
51.6
13.5
27.6
28.9

1.33
9.9
9.9
4.84
88.2
26.9

2.65
2.0
1.45

179.9
18.8
18.3
10.6
5.7

%
%
%
%
%

%
%
%
%
%
%

%
%
%

%

Mo

%
%

Core deposits defined as total deposits less time deposits over $100,000. The core deposit premium is calculated
by taking the market capitalization less tangible book value, divided by core deposits
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Riverside Comparable Transaction Analysis

Sterne Agee reviewed publicly available information related to selected acquisitions of banks and bank holding
companies as well as thrifts and thrift holding companies with headquarters in the state of either New York,
Connecticut, Massachusetts, Maine, New Hampshire or Rhode Island announced after December 31, 2010, where deal
value was available and the buyer was a bank or bank holding company or a thrift or thrift holding company, the seller
had assets between $100 million and $500 million and nonperforming assets to assets less than 4.0%. The transactions
included in the groups were:
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Acquiror Acquiree

Mascoma Mutual Financial Services Corporation Connecticut River Bancorp, Inc.
Independent Bank Corp. Mayflower Bancorp, Inc.

SI Financial Group, Inc. Newport Bancorp, Inc.

New Hampshire Thrift Bancshares, Inc. Nashua Bank

Commerce Bancshares Corp. Mercantile Capital Corp

Provident New York Bancorp Gotham Bank of New York

NBT Bancorp Inc. Hampshire First Bank

Berkshire Hills Bancorp, Inc. Connecticut Bank and Trust Company

Transaction multiples for the merger were derived from an offer price of $36.32 per share for Riverside, based on
SAL’s March 14, 2014 closing price of $26.90. For each precedent transaction, Sterne Agee derived and compared,
among other things, the implied ratio of price per common share paid for the acquired company to:

tangible book value per share of the acquired company based on the latest public financial statements of the company
available prior to the announcement of the acquisition;

tangible equity premium to core deposits (core deposits defined as total deposits less time deposits over $100,000)
based on the financial statements of the company available prior to the announcement of the acquisition and;

the last twelve months earnings per share based on the financial statements of the company available prior to the
announcement of the acquisition

The results of the analysis are set forth in the following table:

Salisbury /  Comparable Comparable Comparable Comparable

Riverside Transactions  Transactions  Transactions  Transactions
Transaction Price to: Merger Minimum Median Mean Maximum
Tangible Book Value 107 % 116 % 142 % 144 % 194 %
Core Deposit Premium 1.2 % 2.0 % 5.7 % 5.9 % 10.8 %
LTM Earnings Per Share 14.9 x 163 x 29.1 x 319 x 512 X

Riverside Dividend Discount Analysis with Synergies

Sterne Agee performed an analysis that estimated the present value per share of Riverside common stock through
December 31, 2019. Sterne Agee based the analysis on Riverside’s projected earnings stream as derived from the
internal financial projections provided by Riverside’s management for full year 2014 and 2015 and a 6.0% growth rate
thereafter provided by SAL’s management as well as synergies and restructuring charges as projected by management
of SAL and calculated the assumed potential after-tax distributions to common shareholders such that Riverside’s
tangible common equity ratio would remain 8.0% of tangible assets. To approximate the terminal value of Riverside’s
common stock at December 31, 2019, Sterne Agee applied price to forward earnings multiples of 12.0x to 14.0x of
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2019 forecasted earnings. The income streams and terminal values were then discounted to present values using
different discount rates ranging from 12.0% to 14.0% (based on a capital asset pricing model, and certain stock market
estimated return information as calculated by Ibbotson Associates, a financial research firm). This discounted
dividend analysis resulted in a net present value per share range of $51.81 to $61.03 per share of Riverside common
stock as illustrated below.

Terminal Earnings

Multiple
Discount Rate 12.0x 13.0x 14.0x
12.0% $54.86$57.94%$61.03
13.0% $53.30$56.27$59.24
14.0% $51.81$54.67$57.53
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The dividend discount analysis is a widely used valuation methodology that relies on numerous assumptions,
including asset and earnings growth rates, terminal values and discount rates. The analysis did not purport to be
indicative of the actual values or expected values of Riverside.

SAL Stock Price Performance

Sterne Agee reviewed the history of the publicly reported trading prices of SAL’s common stock for the one year
period ended March 14, 2014. SAL’s common stock traded as low as $25.20 per share and as high as $29.95 per share,
as compared to the closing price of SAL’s common stock on March 14, 2014 of $26.90 per share.

SAL Publicly Traded Companies Analysis

Using publicly available information, Sterne Agee compared the financial performance, financial condition and
market performance of SAL to the following publicly traded banks and bank holding companies and thrifts and thrift
holding companies headquartered in the states of New York, Connecticut, Massachusetts, Maine, New Hampshire or
Rhode Island, excluding mutual holding companies and pending merger targets, with assets between $400 million and
$750 million and nonperforming assets to assets less than 4.0%. Companies in this group were:

. Oneida Financial Corp. *  Elmira Savings Bank

. Lyons Bancorp, Inc. *  Naugatuck Valley Financial Corporation
. Northeast Bancorp *  Empire Bancorp Inc.

. Hampden Bancorp, Inc. *  Wellesley Bancorp, Inc.

. Solvay Bank Corporation . Steuben Trust Corporation

. Orange County Bancorp, Inc. . SBT Bancorp, Inc.
. Katahdin Bankshares Corporation®  Glenville Bank Holding Company, Inc.

. Peoples Federal Bancshares, Inc. *«  Ballston Spa Bancorp, Inc.
. Chicopee Bancorp, Inc. *  Citizens National Bancorp, Inc.
. Patriot National Bancorp, Inc.

To perform this analysis, Sterne Agee used financial information for the three months ended December 31, 2013 (or
as of the most recently available quarter) and market price information as of March 14, 2014. Certain financial data
prepared by Sterne Agee, and as referenced in the tables presented below, may not correspond to the data presented in
SAL'’s historical financial statements, or to the data prepared by KBW, presented under the section “Opinion of Keefe,
Bruyette & Woods, Inc., Financial Advisor to Riverside,” as a result of the different periods, assumptions and methods
used by Sterne Agee to compute the financial data presented. No company used as a comparison in the analysis below
is identical to SAL. Accordingly, an analysis of these results is not mathematical. Rather, it involves complex
considerations and judgments concerning differences in financial and operating characteristics of the companies.
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The following table summarizes the relevant data items for SAL and the peer group:

Salisbury Peer Group

Salisbury Minimum Median Mean Maximum
Balance Sheet (Most Recent Quarter)
Total Assets ($ millions) $587 $403 $541 $560 $742
Loan / Deposits 92.8 % 42.6 % 919 % 851 % 1123 %
Securities / Assets 17.0 % 7.0 % 187 % 229 % 64.1 %
Tangible Common Equity / Tangible Assets 8.0 % 4.4 % 89 % 99 % 179 %
Tier 1 Capital Ratio 15.2 % 10.2 % 153 % 158 % 243 %
Total Risk Based Capital Ratio 16.5 % 114 % 160 % 17.0 % 25.0 %
Income Analysis (Most Recent Quarter)
Return on Average Assets 0.67 % (197 %) 059 % 050 % 1.20 %
Return on Average Equity 5.5 % (164 %) 5.1 % 51 % 129 %
Return on Average Tangible Common Equity 8.6 % (164 %) 6.2 % 57 % 13.0 %
Net Interest Margin 3.72 % 3.11 % 340 % 3.53 % 5.21 %
Efficiency Ratio 73.6 % 59.6 % T1.1 % 770 % 104.8 %
Fee Income / Operating Revenue 24.7 % 6.3 % 165 % 183 % 62.0 %
Asset Quality (Most Recent Quarter)
Non-Performing Assets / Total Assets 2.62 % 022 % 123 % 132 % 3.50 %
Loan Loss Reserves / Total Loans 1.1 % 0.3 % 1.1 % 13 % 2.7 %
Net Charge-Offs / Total Loans 0.15 % (0.02 %) 011 % 021 % 1.00 %
Trading Multiples & Market Statistics (1)
Stock Price / Tangible Book Value 99.2 % 47.8 % 1003 % 1059% 191.1 %
Stock Price / Last Quarter Annualized EPS 12.2 x 72 X 11.6 x 124 x 19.0 X
Stock Price / Last Twelve Months EPS 11.7 x 7.0 X 115 x 128 x 193 X
Stock Price / Core Deposit Premium (2) (0.1 %) (4.8 %) 0.0 % 05 % 9.0 %
Current Dividend Yield 4.2 % 0.0 % 2.5 % 23 % 4.0 %
(1)As of 3/14/2014

Core deposits defined as total deposits less time deposits over $100,000. The core deposit premium is calculated by
taking the market capitalization less tangible book value, divided by core deposits

2)

SAL Dividend Discount Analysis

Sterne Agee performed an analysis that estimated the present value per share of SAL’s common stock through
December 31, 2019. Sterne Agee based the analysis on SAL’s projected earnings stream as derived from the internal
financial projections provided by SAL’s management for full year 2014 and 2015 and a 6.0% growth rate thereafter
provided by SAL’s management and calculated the assumed potential after-tax distributions to common shareholders
such that SAL’s tangible common equity ratio would remain 8.0% of tangible assets. To approximate the terminal
value of SAL’s common stock at December 31, 2019, Sterne Agee applied price to forward earnings multiples of 12.0x
to 14.0x of 2019 forecasted earnings. The income streams and terminal values were then discounted to present values
using different discount rates ranging from 12.0% to 14.0% (based on a capital asset pricing model, and certain stock
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market estimated return information as calculated by Ibbotson Associates). This discounted dividend analysis resulted
in a net present value per share range of $22.22 to $27.51 per share of SAL’s common stock as illustrated below.

Terminal Earnings

Multiple
Discount Rate 12.0x 13.0x 14.0x
12.0% $23.95$25.73%$27.51
13.0% $23.07$24.78$26.49
14.0% $22.22$23.87$25.52

-57-

133



Edgar Filing: SALISBURY BANCORP INC - Form S-4

Relative Contribution Analysis

Sterne Agee analyzed the relative contribution of SAL and Riverside to the pro forma balance sheet and income
statement items of the combined entity, including pro forma ownership, assets, loans, deposits, equity, tangible
common equity, trailing twelve months earnings, quarter ended December 31, 2013 annualized earnings, and
projected 2014 and 2015 earnings estimates. This analysis excluded all purchase accounting adjustments. Sterne Agee
compared the pro forma ownership interests of SAL and Riverside of approximately 63% and 37%, respectively, to
the select financial information shown in the following table.

Salisbury  Riverside

Assets 72.6 % 27.4 %
Net Loans 70.4 29.6
Deposits 71.0 29.0
Equity 74.4 25.6
Tangible Common Equity 64.9 35.1
Last Twelve Months Earnings 69.3 30.7
Most Recent Quarter Annualized Earnings  63.6 36.4
Estimated 2014 Earnings 63.9 36.1
Estimated 2015 Earnings 63.9 36.1
Median 69.3 30.7
Estimated Pro Forma Ownership 62.7 37.3

Financial Impact Analysis

Sterne Agee performed pro forma merger analyses that combined the projected income statement and balance sheet
information of SAL and Riverside. In performing this analysis, Sterne Agee used internal earnings estimates for
Riverside and SAL for full year 2014 and 2015 provided by SAL management. Sterne Agee also used synergies
estimates, purchase accounting adjustments, and restructuring charges provided by SAL and Riverside management to
calculate the financial impact that the merger would have on certain projected financial results of Riverside and SAL.
This analysis indicated that the merger is expected to be accretive to Riverside’s and SAL’s estimated earnings per
share in 2014 and 2015. The analysis also indicated that the merger is expected to be dilutive to tangible book value
per share for SAL; however, SAL is estimated to earn back its tangible book value dilution in approximately 5 years
and maintain well capitalized capital ratios. For all of the above analyses, the actual results achieved by SAL and
Riverside, following the merger, will vary from the projected results and the variations may be material.

Value Creation Analysis
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In addition, Sterne Agee performed a dividend discount analysis to estimate a range of the present values of after-tax
cash flows that SAL (pro forma for the merger) could provide to equity holders through December 31, 2019. In
performing this analysis, Sterne Agee used earnings estimates, synergies estimates, purchase accounting adjustments,
and restructuring charges provided by SAL’s and Riverside’s management. To approximate the terminal value of SAL’s
common stock (pro forma for the merger) at December 31, 2019, Sterne Agee applied earnings multiples ranging from
12.0x to 14.0x. The income stream and terminal value was then discounted to present value using a range of 12% to
14% discount rate (based on a capital asset pricing model and certain stock market estimated return information as
calculated by Ibbotson Associates). Based on these assumptions, the following table sets forth the respective valuation
ranges for SAL on a standalone and pro forma basis.

Net Present Value Per Share - Stand Alone Terminal Earnings

Multiple
Discount Rate 12.0x 13.0x 14.0x
12.0% $23.95$25.73$27.51
13.0% $23.07$24.78$26.49
14.0% $22.22$23.87$25.52

Net Present Value Per Share - Pro Forma for Riverside Terminal Earnings

Multiple
Discount Rate 12.0x 13.0x 14.0x
12.0% $29.67$31.61$33.55
13.0% $28.68$30.55$32.42
14.0% $27.74$29.54$31.34
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General

In performing its analyses, Sterne Agee made numerous assumptions with respect to industry performance, general
business, economic, market and financial conditions and other matters, which are beyond the control of Sterne Agee,
SAL and Riverside. Any estimate contained in the analyses performed by Sterne Agee is not necessarily indicative of
actual values or future results, which may be significantly more or less favorable than suggested by these analyses.
Additionally, estimates of the value of businesses or securities do not purport to be appraisals or to reflect the prices at
which such businesses or securities might actually be sold. Accordingly, these analyses and estimates are inherently
subject to substantial uncertainty. In addition, the Sterne Agee opinion was among several factors taken into
consideration by the SAL board of directors in making its determination to approve the merger agreement and the
merger. Consequently, the analyses described above should not be viewed as determinative of the decision of the SAL
board of directors with respect to the fairness of the merger consideration, from a financial point of view, to SAL.
Further, events and developments occurring after the date of the Sterne Agee opinion could materially affect the
assumptions used in preparing the opinion, and Sterne Agee does not have any obligation to update, revise or reaffirm
its opinion.

SAL and Sterne Agee have entered into an agreement relating to the services to be provided by Sterne Agee in
connection with the merger. SAL paid Sterne Agee $25,000 upon signing of its engagement letter to serve as financial
advisor in connection with the proposed merger and $100,000 with the rendering of the fairness opinion relating to the
merger. Additionally, SAL has agreed to pay to Sterne Agee $500,000 at the time of closing of the merger (the
“Success Fee”). The fees paid prior to the Success Fee payment will be credited against the Success Fee. Pursuant to the
Sterne Agee engagement agreement, SAL also agreed to reimburse Sterne Agee for reasonable out-of-pocket expenses
and disbursements incurred in connection with its retention and to indemnify against certain liabilities, including
liabilities under the federal securities laws.

Other than Sterne Agee’s engagement by SAL in connection with the merger, Sterne Agee has not provided any other
material investment banking services to SAL, Riverside or their affiliates during the past two years; however, Sterne
Agee may do so in the future. In the ordinary course of Sterne Agee’s business as a broker-dealer, Sterne Agee may,
from time to time, purchase securities from and sell securities to SAL, Riverside or their affiliates.

Interest of Riverside’s Directors and Executive Officers

As described below, Riverside’s directors and executive officers have interests in the merger that are in addition to, or
different from, the interests of Riverside’s shareholders generally. Riverside’s board of directors was aware of these
interests and considered them, among other matters, when it approved the merger agreement.

Share Ownership
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On , 2014, the record date for the special meeting of Riverside’s shareholders, Riverside’s directors and
executive officers beneficially owned, in the aggregate, shares of Riverside’s common stock, representing
approximately ___ % of the outstanding shares of Riverside common stock. See the section of this joint proxy
statement/prospectus titled “The Voting Agreements” beginning on page ____ for further information regarding the
voting agreements between SAL and directors and executive officers and certain principal shareholders of Riverside.
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Certain Riverside Directors and Affiliates to be Appointed to the Board of Directors of SAL and SBT

Effective immediately after the consummation of the merger, SBT and SAL shall have no less than fourteen (14) and
no more than sixteen (16) directors, and will include five (5) individuals who are current directors or affiliates of
Riverside: Rudolph P. Russo, Charles M. Andola, George E. Banta, Michael D. Gordon and P. Diane Hoe. These
nominees will be appointed and elected to the SAL and SBT boards of directors to serve in the classes as follows:
Rudolph P. Russo - Class of 2015 (to be nominated for re-election at the 2015 Annual Meeting of Shareholders of
SAL for the Class of 2018); Charles M. Andola - Class of 2017; George E. Banta - Class of 2017; Michael D. Gordon
- Class of 2016; and P. Diane Hoe - Class of 2016 (provided such individuals do not have any material conflict of
interest with SBT or involve a risk that would necessitate an adverse disclosure); provided, however, that subject to
the exercise by SAL board of directors of its fiduciary duties, the Riverside nominee whose term would expire at
SAL’s 2015 annual meeting of shareholders will be nominated for re-election at SAL’s 2015 annual meeting of
shareholders in a manner consistent with SAL’s certificate of incorporation and by-laws. All other directors of SAL
and SBT prior to the effective time shall remain directors of SAL and SBT following the effective time, subject to
shareholder approval at SAL and SBT annual meetings. John M. Davies shall be appointed as President of the New
York Region of SBT and Todd Rubino will be appointed Vice President and Senior Lender of the New York Region
of SBT. All other officers of SAL and SBT prior to the effective time shall remain officers of SAL and SBT following
the effective time, subject to board approval.

Advisory Board

The merger agreement provides that SBT and SAL will invite all of the non-officer directors of Riverside, excluding
those that will serve on the boards of directors of SBT and SAL, to serve as members of an advisory board.

New Employment Agreements with Certain Riverside Officers

Compensation that may be paid or become payable to Riverside’s executive officers in connection with the merger
pursuant to agreements solely between such executive officers and SAL is not subject to a non-binding advisory vote
but is described below.

New Employment Agreement with John M. Davies

SBT and Mr. Davies have entered into an employment agreement, which is effective upon consummation of the
merger and which supersedes his existing employment agreement with Riverside. Pursuant to such agreement, Mr.
Davies, currently the Chief Executive Officer and President of Riverside will become President of the New York
Region of SBT.
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Mr. Davies’ initial base salary will be $225,000 per year, payable in installments in accordance with SBT’s normal
payroll practices, less such deductions or withholdings as are required by law. Such base salary will be subject to at
least annual evaluations and shall be not less than $225,000. SBT shall pay, or shall direct Riverside to pay
immediately prior to the effective time of the merger, Mr. Davies an initial cash success bonus of $70,000, contingent
upon (i) the closing of the merger at or prior to December 31, 2014, and (ii) as of the effective time, the dollar amount
of the gross loan portfolio of Riverside equaling at least 90% of the dollar amount of the gross loan portfolio of
Riverside as of December 31, 2013.

In addition, Mr. Davies shall be entitled to receive the following cash payments, subject to the vesting requirements
set forth below. Upon the vesting of each award, the cash award shall be paid to Mr. Davies:

$100,000 awarded in 2015 on the anniversary of the effective date and fully vested and paid to Mr. Davies in 2016 on
the anniversary of the effective date;

$100,000 awarded in 2016 on the anniversary of the effective date and fully vested and paid to Mr. Davies in 2018 on
the anniversary of the effective date; and

$100,000 awarded in 2017 on the anniversary of the effective date and fully vested and paid to Mr. Davies in 2018 on
the anniversary of the effective date.
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In order for the foregoing awards to vest and be paid over to Mr. Davies, Mr. Davies must be employed by SBT on
both the award date and the vesting date; provided however, that (i) in the event Mr. Davies’ employment is terminated
by SBT for any reason other than “cause”, (ii) Mr. Davies terminates his employment with SBT for “good reason” (as
defined in the employment agreement), or (iii) there occurs a change in control, then in that case (x) any award set
forth above which has not yet been awarded to Mr. Davies shall be awarded to Mr. Davies, and (y) all such awards
shall be deemed fully vested and paid to Mr. Davies, all as of his termination date or the effective date of such change
in control, whichever is applicable.

Pursuant to the employment agreement, SBT shall also grant to Mr. Davies 3,000 shares of restricted SAL common
stock on the effective time of the merger, which shall vest at a rate of 750 shares on the effective date and on each of
the subsequent three anniversaries of the effective date, provided Mr. Davies is still employed by SBT on such
anniversary date; provided however, that (i) in the event Mr. Davies’ employment is terminated by SBT for any reason
other than “cause”, (ii) Mr. Davies terminates his employment with SBT for good reason, or (iii) there occurs a change
in control, then in that case any unvested shares of restricted stock then held by Mr. Davies shall be deemed fully
vested as of his termination date or the effective date of such change in control, whichever is applicable.

The agreement also provides for change in control protection. In the event of Mr. Davies’ involuntary termination of
employment for reasons other than cause or a voluntary termination of employment for good reason occurring on or
after a change in control, he shall be entitled to the following:

A lump sum cash payment equal to two (2.0) times his annual rate of base salary in effect on the date of
termination or, if greater, his average annual base salary rate for the twelve (12) month period ending on the last
day of the calendar month immediately prior to the date of such termination. Such amount shall be paid to Mr.
Davies within sixty (60) days following his separation from service.

(a)

Life insurance coverage and non-taxable medical and dental coverage, at no cost to Mr. Davies, that is substantially
comparable (and on substantially the same terms and conditions) to the coverage maintained by SBT for Mr.
Davies immediately prior to his date of termination. Such life insurance and non-taxable medical and dental
coverage shall be provided by SBT to the Mr. Davies for two (2) years following his separation from service and
subject to the same terms and conditions as other benefits provided under the employment agreement. If, as the
result of any change in, or interpretation of, the laws applicable to the continued welfare benefits to be provided
under the employment agreement, such benefits are deemed illegal or subject to penalties, then SBT shall, to the
extent permitted under such laws, pay to Mr. Davies a cash lump sum payment reasonably estimated to be equal to
the amount of welfare benefits (or the remainder of such amount) that Mr. Davies is no longer permitted to receive
in-kind. Such lump sum payment shall be required to be within sixty (60) days following Mr. Davies’ separation
from service, or if later, within sixty (60) days following a determination that such payment would be illegal or
subject to penalties.

(b)

(c)Unpaid compensation and benefits, and unused vacation, accrued through the date of his termination of
employment. Mr. Davies shall also be entitled to be reimbursed by SBT for final expenses that he reasonably and
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necessarily incurred on behalf of SBT prior to his termination of employment, provided that Mr. Davies submits
expense reports and supporting documentation of such expenses in accordance with SBT’s expense reimbursement
policies in effect at that time. Such reimbursement payment(s) shall be made no later than the time required by
applicable law (or, if earlier, by SBT or SAL policy, practice, or rule), but in no event later than the sixtieth (60th)
day following Mr. Davies’ date of termination.
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“Change in control” shall mean (i) a change in the ownership of SAL or SBT, (ii) a change in the effective control of
SAL or SBT, or (iii) a change in the ownership of a substantial portion of the assets of SAL or SBT, as described
below.

A change in the ownership of a corporation occurs on the date that any one person, or more than one person acting
as a group (as defined in Treasury Regulation §1.409A-3(1)(5)(v)(B)), acquires ownership of stock of SAL or SBT

(i) that, together with stock held by such person or group, constitutes more than fifty (50) percent of the total fair
market value or total voting power of the stock of such corporation. For these purposes, a change in ownership will
not be deemed to have occurred if no stock of SAL or SBT is outstanding.

A change in the effective control of SAL or SBT occurs on the date that either (A) any one person, or more than
one person acting as a group (as defined in Treasury Regulation §1.409A-3(i)(5)(vi)(D)) acquires (or has acquired
during the twelve (12) month period ending on the date of the most recent acquisition by such person or persons)
ownership of stock of SAL or SBT possessing thirty (30) percent or more of the total voting power of the stock of

(i) SAL or SBT, or (B) a majority of the members of SAL’s or SBT’s board of directors is replaced during any twelve
(12)-month period by directors whose appointment or election is not endorsed by a majority of the members of
SAL’s or SBT’s board of directors prior to the date of the appointment or election, provided that this definition of a
change in control is inapplicable where a majority shareholder of the entity that experiences the change in control
is another corporation.

A change in a substantial portion of SAL’s or SBT’s assets occurs on the date that any one person or more than one
person acting as a group (as defined in Treasury Regulation §1.409A-3(1)(5)(vii)(C)) acquires (or has acquired
during the twelve (12)-month period ending on the date of the most recent acquisition by such person or persons)
assets from SAL or SBT that have a total gross fair market value equal to or more than forty (40) percent of the
total gross fair market value of (A) all of the assets of SAL or SBT, or (B) the value of the assets being disposed
of, either of which is determined without regard to any liabilities associated with such assets.

(iii)

The employment agreement also includes typical confidentiality and non-compete and non-solicitation provisions.

New Employment Agreement with Todd Rubino

Upon consummation of the merger, Todd Rubino, currently the Executive Vice President and Senior Lending Officer
of Riverside will become Vice President and Senior Lender of the New York Region of SBT. Mr. Rubino has entered
into an employment agreement with SBT, which supersedes his existing change in control agreement with Riverside,
and which is effective upon consummation of the merger.

Mr. Rubino’s initial base salary will be $147,000 per year. Such base salary shall be evaluated at least annually and
shall be not less than $147,000. The Bank shall pay, or shall direct Riverside Bank to pay immediately prior to the
effective time of the merger, Mr. Rubino an initial cash success bonus of $40,000, contingent upon (i) the closing of
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the merger at or prior to December 31, 2014, and (ii) as of the effective time, the dollar amount of the gross loan
portfolio of Riverside equaling at least 90% of the dollar amount of the gross loan portfolio of Riverside as of
December 31, 2013.

Mr. Rubino will also be entitled to receive the following cash payments, subject to the vesting requirements set forth
below:

$43,334 awarded on the effective date and fully vested and paid to Mr. Rubino in 2015 on the anniversary of the
effective date;

$43,334 awarded in 2015 on the anniversary of the effective date and fully vested and paid to Mr. Rubino in 2016 on
the anniversary of the effective date; and

$43,334 awarded in 2016 on the anniversary of the effective date and fully vested and paid to Mr. Rubino in 2017 on
the anniversary of the effective date.
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In order for the foregoing awards to vest and be paid over to Mr. Rubino, Mr. Rubino must be employed by SBT on
both the award date and the vesting date; provided however, that (i) in the event Mr. Rubino’s employment is
terminated by SBT for any reason other than “Cause”, (ii) Mr. Rubino terminates his employment with SBT for “good
reason” (as defined in the employment agreement), or (iii) there occurs a Change in Control, then in that case (x) any
award set forth above which has not yet been awarded to Mr. Rubino shall be awarded to Mr. Rubino, and (y) all such
awards shall be deemed fully vested and paid to Mr. Rubino, all as of his termination date or the effective date of such
Change in Control, whichever is applicable.

SBT shall grant to Mr. Rubino 2,000 shares of restricted Company common stock on the Effective Time of the
Merger, which shall vest at a rate of 500 shares on the effective date and on each of the subsequent three anniversaries
of the effective date, provided Mr. Rubino is still employed by SBT on such anniversary date; provided however, that
(1) in the event Mr. Rubino’s employment is terminated by SBT for any reason other than “Cause”, (ii) Mr. Rubino
terminates his employment with SBT for “good reason”, or (iii) there occurs a change in control, then in that case any
unvested shares of restricted stock then held by Mr. Rubino shall be deemed fully vested as of his termination date or
the effective date of such change in control, whichever is applicable.

The agreement also provides for change in control protection. In the event of Mr. Rubino’s involuntary termination of
employment for reasons other than Cause or a voluntary termination of employment for Good Reason occurring on or
after a Change in Control, Mr. Rubino shall be entitled to the following:

A lump sum cash payment equal to Mr. Rubino’s annual rate of base salary in effect on Mr. Rubino’s date of
termination or, if greater, Mr. Rubino’s average annual base salary rate for the twelve (12) month period ending on
the last day of the calendar month immediately prior to the date of such termination. Such amount shall be paid to
Mr. Rubino within sixty (60) days following Mr. Rubino’s separation from service.

(a)

Life insurance coverage and non-taxable medical and dental coverage, at no cost to Mr. Rubino, that is
substantially comparable (and on substantially the same terms and conditions) to the coverage maintained by the
Bank for Mr. Rubino immediately prior to his date of termination. Such life insurance and non-taxable medical and
dental coverage shall be provided by SBT to Mr. Rubino for one year following Mr. Rubino’s separation from
service and subject to the same terms and conditions as the benefits provided under the employment agreement. If
as the result of any change in, or interpretation of, the laws applicable to the continued welfare benefits to be
provided under the employment agreement, such benefits are deemed illegal or subject to penalties, then SBT shall,
to the extent permitted under such laws, pay to Mr. Rubino a cash lump sum payment reasonably estimated to be
equal to the amount of welfare benefits (or the remainder of such amount) that Mr. Rubino is no longer permitted
to receive in-kind. Such lump sum payment shall be required to be within sixty (60) days following Mr. Rubino’s
separation from service, or if later, within sixty (60) days following a determination that such payment would be
illegal or subject to penalties.

(b)

(c)Unpaid compensation and benefits, and unused vacation, accrued through the date of Mr. Rubino’s termination of
employment. Mr. Rubino shall also be entitled to be reimbursed by SBT for final expenses that Mr. Rubino
reasonably and necessarily incurred on behalf of SBT prior to Mr. Rubino’s termination of employment, provided
that Mr. Rubino submits expense reports and supporting documentation of such expenses in accordance with SBT’s
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expense reimbursement policies in effect at that time. Such reimbursement payment or payments shall be made no
later than the time required by applicable law (or, if earlier, by SBT or SAL policy, practice or rule), but in no
event later than the sixtieth (60th) day following Mr. Rubino’s date of termination.

“Change in control” under Mr. Rubino’s agreement is defined in the same manner as under Mr. Davies’ employment

agreement described above.

-63-

145



Edgar Filing: SALISBURY BANCORP INC - Form S-4

Other Employment and Change in Control Agreements

Riverside maintains a change in control agreement with Gilbert Dilg, its Chief Financial Officer. Such agreement
becomes effective as of the date on which a change in control, as defined in the agreement, occurs and continues for
24 months thereafter (referred to as the “Coverage Period”). If, following a change in control within the Coverage Period
Mr. Dilg were to voluntarily terminate his employment (except as provided below), or leave due to a Constructive
Discharge (as defined in the agreement), within 5 business days after termination, Riverside must pay or cause to be
paid to Mr. Dilg (i) accrued but unpaid salary; (ii) accrued, unused vacation and sick time; and (iii) a lump sum equal
to 1.5 times his annual base salary at the time of his termination. In addition, any outstanding stock options would
immediately become vested and exercisable. Riverside must also provide a continuation of certain benefits for 18
months for Mr. Dilg and his dependents. If Riverside were to terminate Mr. Dilg’s employment for any reason other
than cause, death or disability (as defined in the agreement), Mr. Dilg would also be entitled to such benefits and
payments. If Mr. Dilg were to voluntarily terminate his employment for any reason during the first full calendar
month following the one year anniversary of the consummation of the change in control (unless Riverside has already
given him notice that it intends to terminate him for cause), within 5 business days after termination, Riverside must
pay or cause to be paid to Mr. Dilg: (i) accrued but unpaid salary; (ii) accrued, unused vacation and sick time; and (iii)
a lump sum equal to two-thirds times his annual base salary at the time of his termination and any outstanding stock
options would immediately become vested and exercisable.

Employee Severance Payments

Pursuant to the merger agreement, each person who is an employee of Riverside as of the closing date, and who is
terminated by SAL for a reason other than “cause” within six (6) months subsequent to the closing date, or is not offered
employment with SAL as of the effective date, or resigns for good reason, excluding those employees who are entitled
to benefits under employment arrangements, shall be entitled to severance benefits pursuant to Riverside’s current
severance plan or policy; provided, however, that if such benefits pursuant to Riverside’s plan or policy will result in

an excise tax under Code Section 4980D, such plan or policy shall be modified to the extent necessary so as to avoid

the imposition of such excise tax.

With respect to severance payments, Riverside’s Human Resources Policy Manual provides that non-officer employees
with 0-2 years of service shall receive 2 weeks’ salary; non-officer employees with 2-4 years of service shall receive 4
weeks’ salary; and non-officer employees with over 4 years of service shall receive 6 weeks’ salary. In addition, officer
employees with 0-3 years of service shall receive 2 months’ salary; officer employees with 3-5 years of service shall
receive 2 months’ salary, plus 1 week for each year of service; and officer employees with over 5 years of service shall
receive 3 months’ salary, plus 1 week for each year of service. Severance pay will also include medical, dental and life
insurance premiums during the employee’s compensation period with a minimum of one month paid benefits.

Riverside Stock Options

146



Edgar Filing: SALISBURY BANCORP INC - Form S-4

At the effective time of the merger, SAL will assume each validly issued stock option granted under Riverside’s stock
option plan, whether vested or unvested, and which has not been previously exercised or cancelled, subject to
adjustment such that options granted under Riverside’s stock option plan will be exercisable for shares of SAL
common stock. Of the 41,000 options granted in 2013, 21,000 options will not be assumed by SAL, and will be
terminated by Riverside prior to the effective time.

The table below sets forth the outstanding stock options held by Riverside directors and officers and employees that
will be converted to options to purchase SAL common stock at the effective time of the merger.
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Number of Shares

Subject to Riverside

Name Stock Options
David MacFarland (retired employee) 16,000

Gil Dilg 7,500

Liliana Guarino 7,000

Todd Rubino 6,500

Roxie Geramita 6,000

John Davies 4,000

Bonnie Brocco 4,000

George Harnen (retired employee) 4,000

Total 55,000

Indemnification

Pursuant to the merger agreement, SAL has agreed that, after the effective date of the merger, it will indemnify,
defend and hold harmless, for a period of six years from the effective time of the merger, each present and former
officer or director of Riverside against all losses, claims, damages, costs, expenses (including attorneys’ fees),
liabilities, judgments and amounts that are paid in settlement of or in connection with any claim, action, suit,

Number of Shares
Subject to Option to
Purchase SAL

Common Stock
21,600

10,125

9,450

8,775

8,100

5,900

5,900

5,900

74,250

proceeding or investigation, based in whole or in part on, or arising in whole or in part out of, the fact that such person
is or was a director or officer of Riverside if such action or proceeding pertains to any matter of fact arising, existing

or occurring before the closing date of the merger to the fullest extent permitted under SAL’s bylaws.

Directors’ and Officers’ Insurance

SAL has further agreed to ensure that, for a six-year period following the effective time of the merger, the persons
serving as officers and directors of Riverside immediately prior to the effective date continue to be covered by
Riverside’s current directors’ and officers’ liability insurance policies, or by a policy which is not materially less
advantageous than such policy, or by single premium tail coverage with policy limits equal to Riverside’s existing

coverage limits, with respect to acts or omissions occurring prior to the effective date which were committed by such
officers and directors in their capacity as such. However, in no event will SAL be required to expend in any one year

more than 150% of the current annual cost currently expended by Riverside with respect to such insurance.

Material U.S. Federal Income Tax Consequences of the Merger
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The following is a general summary of material United States federal income tax consequences of the merger of SBT
and Riverside. The federal income tax laws are complex and the tax consequences of the merger may vary depending
upon each shareholder’s individual circumstances or tax status. The following discussion is based upon current
provisions of the Code, existing temporary and final regulations under the Code and current administrative rulings and
court decisions, all of which are subject to change, possibly on a retroactive basis. No attempt has been made to
comment on all United States federal income tax consequences of the merger that may be relevant to Riverside
shareholders. The tax discussion set forth below is included for general information only. It is not intended to be, nor
should it be construed to be, legal or tax advice to a particular Riverside shareholder.

The following discussion may not apply to particular categories of holders of shares of Riverside common stock
subject to special treatment under the Code, such as insurance companies, financial institutions, broker-dealers,
tax-exempt organizations, individual retirement and other tax-deferred accounts, banks, persons subject to the
alternative minimum tax, persons who hold Riverside capital stock as part of a straddle, hedging or conversion
transaction, persons whose functional currency is other than the United States dollar, persons eligible for tax treaty
benefits, foreign corporations, foreign partnerships and other foreign entities, individuals who are not citizens or
residents of the United States and holders whose shares were acquired pursuant to the exercise of an employee stock
option or otherwise as compensation. This discussion assumes that holders of shares of Riverside common stock hold
their shares as capital assets. The following discussion does not address state, local or foreign tax consequences of the
merger. You are urged to consult your tax advisors to determine the specific tax consequences of the merger,
including any state, local or foreign tax consequences of the merger.
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Tax Consequences of the Merger Generally

SAL will receive an opinion from Cranmore, FitzGerald & Meaney and Riverside will receive an opinion from
Windels Marx Lane & Mittendorf, LLP, each dated as of the closing date, to the effect that the merger will qualify as
a reorganization under Section 368(a) of the Code. The tax opinions received by SAL and Riverside are based on
certain representations, covenants, and assumptions, as described below, all of which must continue to be true and
accurate in all material respects as of the effective time of the merger. It is a condition to the obligation of each of
SAL and Riverside to complete the merger that their respective tax counsel confirms its opinion as of the closing date
of the merger. Neither SAL nor Riverside intends to waive this condition. If any of the representations, covenants, or
assumptions relied upon by tax counsel is inaccurate, tax counsel may not be able to provide the required closing date
opinions or the tax consequences of the merger could differ from those described below. An opinion of counsel
neither binds the Internal Revenue Service (the “IRS”) nor precludes the IRS or the courts from adopting a contrary
position. Neither SAL nor Riverside intends to obtain a ruling from the IRS regarding the tax consequences of the
merger.

Based on the tax opinions described above, the anticipated material United States federal income tax consequences of
the merger are as follows:

. no gain or loss will be recognized by SAL or Riverside as a result of the merger;
no gain or loss will be recognized by a Riverside shareholder on the exchange, except to the extent the shareholder
receives cash in lieu of a fractional share of SAL common stock;
the aggregate tax basis in the SAL common stock received by a Riverside shareholder pursuant to the merger will
equal that shareholder’s aggregate tax basis in the shares of Riverside common stock being exchanged, reduced by any
amount allocable to a fractional share of SAL common stock for which cash is received;
the holding period of SAL common stock received by a Riverside shareholder in the merger will include the holding
period of the shares of Riverside common stock being exchanged; and
although no fractional shares of SAL common stock will be issued in the merger, a Riverside shareholder who
receives cash in lieu of such a fractional share will be treated as having received that fractional share pursuant to the
merger and then as having exchanged such fractional share for cash in a redemption by SAL. A Riverside shareholder
will generally recognize capital gain or loss on such a deemed redemption of the fractional share in an amount
determined by the excess of the amount of cash received and the shareholder’s tax basis in the fractional share. Any
capital gain or loss will be long-term capital gain or loss if the Riverside common stock was held for more than one
year.

For purposes of the above discussion of the bases and holding periods for shares of Riverside common stock and SAL
common stock, Riverside shareholders who acquired different blocks of Riverside common stock at different times for
different prices must calculate their basis, gains and losses, and holding periods separately for each identifiable block
of such stock exchanged, converted, cancelled or received in the merger.
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Backup Withholding

Payments of cash to a Riverside shareholder pursuant to the merger are subject to information reporting and may,
under certain circumstances, be subject to backup withholding unless such shareholder provides SAL with its taxpayer
identification number and otherwise complies with the backup withholding rules. Any amounts withheld from
payments to a Riverside shareholder under the backup withholding rules are not additional tax and generally will be
allowed as a refund or credit against the Riverside shareholders’ federal income tax liability, provided that the
Riverside shareholder timely furnishes the required information to the Internal Revenue Service.
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Reporting Requirements

Riverside shareholders who receive SAL common stock as a result of the merger will be required to retain records
pertaining to the merger, and Riverside shareholders who hold at least 5% of the outstanding Riverside common stock
immediately before the merger will be required to file with their United States federal income tax return for the year in
which the merger takes place a statement setting forth certain facts relating to the merger.

This summary does not address tax consequences that may vary with, or are contingent on, individual circumstances.
Moreover, it does not address any non-income tax or any foreign, state or local tax consequences of the merger. Tax
matters are very complicated, and the tax consequences of the merger to you will depend upon the facts of your
particular situation. Accordingly, we strongly urge you to consult with a tax advisor to determine the particular
federal, state, local and foreign income and other tax consequences to you of the merger.

Accounting Treatment

The merger will be accounted for using the purchase method of accounting with SAL treated as the acquiror. Under

this method of accounting, Riverside’s assets and liabilities will be recorded by SAL at their respective fair values as of
the closing date of the merger and added to those of SAL. Any excess of purchase price over the net fair values of
Riverside’s assets and liabilities will be recorded as goodwill. Any excess of the fair value of Riverside’s net assets over
the purchase price will be recognized in earnings by SAL on the closing date of the merger. Financial statements of
SAL issued after the merger will reflect these values, but will not be restated retroactively to reflect the historical
financial position or results of operations of Riverside prior to the merger. The results of operations of Riverside will

be included in the results of operations of SAL beginning on the effective date of the merger.

Regulatory Approvals

General

SAL and Riverside have agreed to use their reasonable best efforts to obtain all permits, consents, approvals and
authorizations of all third parties and governmental authorities that are necessary to consummate the merger. This
includes the approval of the CT DOB, the FDIC and the approval or nonobjection of the FRB. SAL and Riverside
have filed the applications or waiver requests necessary to obtain these regulatory approvals and nonobjections. SAL
and Riverside have also submitted a copy of such regulatory applications to the New York Department of Financial
Services (“NYFS”). The merger cannot be completed without such approvals and non-objections. SAL and Riverside
cannot assure you that all required regulatory approvals and nonobjections will be obtained, when they will be
received or whether they will be subject to any conditions.
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CT DOB

SAL filed an application with the Connecticut Banking Commissioner for approval of the merger of Riverside with
and into SBT on May 6, 2014. In reviewing the application, the CT DOB will review and consider, among other
things, whether the investment and lending policies of SBT and Riverside, if applicable, and whether the services or
proposed services are consistent with safe and sound banking practices and will benefit the economy of the state, and
the financial and managerial resources and future prospects of SBT, the effectiveness of the institutions in combatting
money laundering, and the effect of the transaction on the convenience and needs of the communities to be served.
The Connecticut Banking Commissioner must also determine whether the merger will promote public convenience,
whether benefits to the public clearly outweigh possible adverse effects, and whether the terms of the merger are
reasonable and in accordance with law and sound public policy. The Connecticut Banking Commissioner also will
review the records of SBT and Riverside under the Community Reinvestment Act of 1977 (the “CRA”) to assess
whether SBT and Riverside meet the credit needs of the communities to be served.

-67-

153



Edgar Filing: SALISBURY BANCORP INC - Form S-4

FDIC

The Bank Merger Act requires the prior written approval of the FDIC before any insured depository institution may

merge or consolidate with another insured depository institution, if the resulting institution will be a state bank. As a
state chartered bank, SAL’s subsidiary, SBT, filed its application for approval of the bank merger with the FDIC on

May 6, 2014.

The Bank Merger Act prohibits the FDIC from approving any proposed bank merger transaction that would result in a
monopoly, or would further a combination or conspiracy to monopolize or to attempt to monopolize the business of
banking in any part of the United States. Similarly, the Bank Merger Act prohibits the FDIC from approving a
proposed bank merger transaction whose effect in any section of the country may be substantially to lessen
competition, or to tend to create a monopoly, or which in any other manner would be in restraint of trade.

In every proposed bank merger transaction, the FDIC must also consider the financial and managerial resources and
future prospects of the existing and proposed institutions, the convenience and needs of the community to be served
(including performance of each bank under the CRA), and the effectiveness of each insured depository institution
involved in the proposed bank merger transaction in combating money-laundering activities. Further, the FDIC must
consider the extent to which the proposed transaction would result in greater or more concentrated risks to the stability
of the United States banking or financial system. Applicable regulations require publication of notice of an application
for approval of the bank merger and an opportunity for the public to comment on the application in writing and to
request a hearing.

Any transaction approved by the FDIC may not be completed until 30 days after such approval. With the concurrence
of the DOJ, the waiting period may be reduced to 15 days.

FRB

Unless the application is waived, the merger is subject to the prior approval of the FRB, which may not approve the
merger if:

such transaction would result in a monopoly or would be in furtherance of any combination or conspiracy to
monopolize or attempt to monopolize the business of banking in any part of the United States; or
the effect of such transaction, in any section of the country, may be to substantially lessen competition, or tend to
create a monopoly, or in any manner restrain trade, unless in each case the FRB finds that the anticompetitive effects
of the proposed transaction are clearly outweighed in the public interest by the probable effect of the transaction in
meeting the convenience and needs of the communities to be served.
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In every case, the FRB is required to consider the financial and managerial resources and future prospects of the
companies and banks concerned and the convenience and needs of the communities to be served. Under the CRA, the
FRB also must take into account the record of performance of each bank in meeting the credit needs of the entire
community, including low and moderate-income neighborhoods. In addition, the FRB must consider the effectiveness
of the companies in combating money laundering activities. Further, the FRB must consider the extent to which the
proposed transaction would result in greater or more concentrated risks to the stability of the United States banking or
financial system. Applicable regulations require publication of notice of an application for approval of the merger and
an opportunity for the public to comment on the application in writing and to request a hearing.

If a waiver is not granted, and application is thereafter made to the FRB, any transaction approved by the FRB may
not be completed until 30 days after such approval, during which time the DOJ may challenge such transaction on
antitrust grounds and seek divesture of certain assets and liabilities. With the concurrence of the DOJ, the waiting
period may be reduced to 15 days.

SAL intends to file a request for a waiver of the required application with the FRB.

Dissenters’ Rights of Riverside Shareholders

Dissenters’ rights are statutory rights that enable shareholders to dissent from an extraordinary transaction, such as a
merger, and to demand that the corporation pay the fair value for their shares as determined by a court in a judicial
proceeding instead of receiving the consideration offered to shareholders in connection with the merger.
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Shareholders of Riverside, but not of SAL, are entitled to exercise their rights as dissenting shareholders under
Section 604 of the New York Banking Law, but only if they comply strictly with all procedural and other
requirements of Section 604 and Section 6022 of the New York Banking Law, copies of which are attached to
this document as Appendix B.

The following is intended as a brief summary of the material provisions of the New York statutory procedures that a
Riverside shareholder must follow in order to dissent from the merger and obtain payment of the fair value of his or
her shares of Riverside common stock instead of the merger consideration. This summary, however, is not a complete
statement of all applicable requirements and is qualified in its entirety by reference to Sections 604 and 6022 of the
New York Banking Law, the full text of which appears in Appendix B of this joint proxy statement/prospectus.

In the event you wish to dissent, you must deliver to Riverside written notice of your intent to demand payment. If
you intend to demand payment of the fair value of your shares of Riverside common stock, you must deliver, before
the special meeting of shareholders at which the merger is submitted to a vote, or at such meeting but before the vote,
a written notice of intent to demand payment for your shares if the proposed merger is completed. This written notice
of intent must be separate from the proxy card. A vote against the merger agreement alone will not constitute a written
notice of intent to demand payment. Riverside shareholders who elect to exercise dissenters’ rights should mail or
deliver a written notice of intent to demand payment to: Riverside Bank, 11 Garden Street, Poughkeepsie, New York
12601, Attention: John M. Davies.

In the event you wish to dissent, you must NOT vote for approval of the merger agreement. If you intend to demand
payment of the fair value of your shares of Riverside common stock, you must not vote for approval of the merger
agreement. If you vote, by proxy or in person, in favor of the merger agreement, this will terminate your right to
demand payment for your shares under Section 604 and Section 6022 of the New York Banking Law. You will also
terminate your right to demand payment if you submit a signed proxy card and (1) fail to vote against approval of the
merger agreement or (2) fail to note that you are abstaining from voting. If you do either of these two things, your
dissenters’ rights will terminate, even if you previously filed a written notice of intent to demand payment. However,
you will not terminate your right to demand payment if you do not submit a proxy card.

In the event you wish to dissent, you must demand payment for your shares of Riverside common stock and deposit
certificates for certificated shares. If the merger agreement is approved by Riverside shareholders within ten (10)
days after the special meeting, Riverside shall give notice of the approval of the merger by registered mail to each
shareholder who filed a written objection excepting any who voted for or consented in writing to the proposed action.
Within twenty (20) days thereafter, any shareholder to whom Riverside was required to give such notice, and who
elects to dissent shall file with Riverside further written notice of such election to dissent, stating his or her name and
residence address, the number and classes of shares as to which he or she dissents, and a demand for payment of the
fair value of his or her shares.

You must demand payment for your shares of Riverside common stock using the form provided with Riverside’s
written dissenters’ notice and, on or within thirty (30) days of such demand, submit the certificates representing your
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shares to Riverside which shall conspicuously note thereon that a notice of election has been filed and shall return the
certificate to the shareholder. If you do not demand payment or deposit your certificates for certificated shares as
required by the written dissenters’ notice, and do not submit your stock certificates for notation in each instance in the
time period provided above, you will not be entitled to payment for your shares under Sections 604 and 6022 of the
New York Banking Law.

If you fail to strictly comply with any of the conditions of the New York Banking Law and the merger becomes
effective, you will only be entitled to receive the consideration provided in the merger agreement for your shares. If
the merger is completed, each holder of shares of Riverside common stock who perfected dissenters’ rights in
accordance with Sections 604 and 6022 of the New York Banking Law, shall receive from SAL (as the surviving
corporation) within seven (7) days of the consummation of the merger, a written offer to pay for his or her shares at a
specified price which SAL considers to be their fair value. Such offer shall be accompanied by SAL’s balance sheet as
of the latest available date, which shall not be earlier than twelve (12) months before the making of such offer, and a
profit and loss statement for not less than a twelve (12) month period ended on the date of such balance sheet. If
within thirty (30) days after the making of such offer, SAL and any shareholder agree upon the price to be paid for
such shareholder’s shares, payment therefore shall be made within sixty (60) days after the making of such offer upon
the surrender of the certificates representing such shares.
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If SAL fails to make such offer within such period of seven days, or if it makes the offer and any dissenting
shareholder fails to agree with it within the period of thirty (30) days thereafter upon the price to be paid for their
shares:

SAL shall, within twenty (20) days after the expiration of whichever is applicable of the two periods last mentioned,
tnstitute a special proceeding in the supreme court in the judicial district in which the office of Riverside is located to
determine the rights of dissenting shareholders and to fix the fair value of their shares.

If SAL fails to institute such proceeding within such period of twenty (20) days, any dissenting shareholder may
institute such proceeding for the same purpose not later than thirty (30) days after the expiration of such twenty (20)
day period. If such proceeding is not instituted within such thirty (30) day period, all dissenters’ rights shall be lost
unless the supreme court, for good cause shown, shall otherwise direct.

If you are considering dissenting and demanding payment of the fair value of your shares, you should note that the
fair value of your shares determined under the New York Banking Law could be more than, the same as, or less
than the consideration you would receive under the terms of the merger agreement if you did not demand payment
of the fair value of your shares. Investment banking opinions as to the fairness from a financial point of view of
consideration payable in a transaction such as the merger are not opinions as to, and do not address in any way,
Jair value under New York Banking Law. If a dissenting shareholder petitions the court to determine the fair value of
the shares, the court will assess costs of the proceeding, including reasonable compensation and expenses of
appraisers appointed by the court, except that the court may assess costs against all or some of the dissenters, in
amounts the court finds equitable, to the extent the court finds the dissenters acted arbitrarily, vexatiously, or not in
good faith in demanding payment. The court may also assess the fees and expenses of counsel and experts in amounts
the court finds equitable against Riverside if the court finds that Riverside did not substantially comply with the
requirements of Sections 604 and 6022 of the New York Banking Law, or against either Riverside or the dissenters.

If you fail to comply strictly with the procedures described in Sections 604 and 6022 of the New York Banking
Law and summarized above, you will lose your dissenters’ rights. Consequently, if you wish to exercise your
dissenters’ rights, you are strongly urged to consult with your legal advisor before attempting to do so.

Restrictions on Sales of Shares by Certain Affiliates

The shares of SAL common stock to be issued in the merger will be freely transferable under the Securities Act,

except for shares issued to any shareholder who is an “affiliate” of SAL as defined by Rule 144 under the Securities Act.
Affiliates consist of individuals or entities that control, are controlled by, or are under common control with SAL and
include the executive officers and directors of SAL and may include significant shareholders of SAL.

Stock Exchange Listing
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Following the merger, the shares of SAL common stock will continue to trade on the NASDAQ Capital Market under
the symbol “SAL.”

-70-

159



Edgar Filing: SALISBURY BANCORP INC - Form S-4

THE MERGER AGREEMENT

The information in this section is qualified in its entirety by reference to the full text of the merger agreement, a copy
of which is attached to this joint proxy statement/prospectus as Appendix A beginning on page A-1 and which is
incorporated by reference into this document.

Structure

Under the merger agreement, Riverside will be merged with and into SBT, with SBT as the surviving entity. Each
share of SAL common stock that is issued and outstanding at the effective time of the merger will remain issued and
outstanding as one share of common stock of SAL, and each share of Riverside common stock issued and outstanding
at the effective time of the merger (other than stock held by Riverside or SAL) will be converted into the right to
receive 1.35 shares of SAL common, as described below. See “Consideration to be Received in the Merger.”

The articles of incorporation of SBT will be the articles of incorporation of the combined bank, and the bylaws of SBT
will be the bylaws of the combined institution.

The merger agreement provides that SAL may change the method of effecting the business combination between SBT
and Riverside. However, no such change may (A) alter or change the amount of merger consideration to be issued to
Riverside shareholders under the merger agreement, (B) reasonably be expected to materially impede or delay
consummation of the merger, (C) adversely affect the federal income tax treatment of the Riverside shareholders in
connection with the merger, or (D) require submission to or approval by Riverside’s shareholders after such
shareholders have approved the plan of merger as set forth in the merger agreement.

Effective Time and Timing of Closing

SAL and Riverside anticipate that the merger will be completed in the fourth quarter of 2014. However, completion of
the merger could be delayed if there is a delay in obtaining the required regulatory approvals or in satisfying any other
conditions to the merger. There can be no assurances as to whether, or when, SBT and Riverside will obtain the
required approvals or complete the merger.

Consideration to be Received in the Merger
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Upon completion of the merger, each outstanding share of Riverside common stock (other than stock held by
Riverside) will be converted into the right to receive 1.35 shares of SAL common stock.

No fractional shares of SAL common stock will be issued to any holder of Riverside common stock upon completion
of the merger. For each fractional share that would otherwise be issued, SAL will pay each shareholder cash (without
interest) in an amount equal to the fractional share interest to which such shareholder would otherwise be entitled
multiplied by the average of the daily closing prices of SAL common stock during the regular session of SAL
common stock on NASDAQ for the five consecutive trading days ending on the third business day immediately
preceding the closing date, rounded to the nearest whole cent.

Exchange of Certificates; Dividends

On or before the closing date of the merger, SAL will cause to be delivered to the exchange agent certificates
representing the shares of SAL common stock to be issued in the merger and cash to be paid in lieu of fractional
shares of Riverside common stock.

Not later than five (5) Business Days following the effective time of the merger, the exchange agent will mail to each
Riverside shareholder of record at the effective time of the merger a letter of transmittal and instructions for use in
surrendering the shareholder’s Riverside stock certificates. When such Riverside shareholders deliver their Riverside
stock certificates to the exchange agent along with a properly completed and duly executed letter of transmittal and
any other required documents, their Riverside stock certificates will be cancelled and in exchange they will receive, as
allocated to them:
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a SAL stock certificate representing the number of whole shares of SAL common stock that they are entitled to
receive under the merger agreement; and
* acheck representing the amount of cash that they are entitled to receive in lieu of any fractional shares.

Riverside shareholders are not entitled to receive any dividends or other distributions on SAL common stock with a
record date after the merger until they have surrendered their Riverside stock certificates in exchange for a SAL stock
certificate. After the surrender of their Riverside stock certificates, Riverside shareholders of record will be entitled to
receive any dividend or other distribution, without interest, which had become payable with respect to their SAL
common stock.

SAL will issue a stock certificate for SAL common stock or a check for cash in lieu of a fractional share in a name
other than the name in which a surrendered Riverside stock certificate is registered only if the exchange agent is
presented with all documents required to show and effect the unrecorded transfer of ownership, together with evidence
that any applicable stock transfer taxes have been paid.

Treatment of Riverside Stock Options

At the effective time, each Riverside stock option, whether vested or unvested, that is outstanding and unexercised
immediately prior to the effective time shall cease to represent a right to acquire shares of Riverside common stock
and shall be, converted automatically into an option to purchase shares of SAL common stock for a number of shares
and at an exercise price determined as provided below, with such converted option to continue to be subject to the
same terms and conditions as were applicable to the Riverside stock option under the Riverside stock option plan and
the applicable award agreement thereunder (but taking into account any acceleration or vesting thereof provided for in
the Riverside stock option plan, or in the related award agreement, by reason of the consummation of the transactions
contemplated hereby). With regard to the options to purchase 41,000 Riverside shares granted in 2013, options to
purchase 21,000 Riverside shares will not be assumed by SAL and will be terminated by Riverside prior to the
effective time. The remaining options to purchase 20,000 shares will only be converted to purchase SAL shares to the
extent that SAL receives, prior to the effective time, an opinion in writing from Riverside’s legal counsel that such
valid 2013 options are enforceable.

The number of shares of SAL common stock to be subject to the new option shall be equal to the product of the
number of shares of Riverside common stock subject to the Riverside stock option and the exchange ratio; provided,
that any fractional shares of SAL common stock resulting from such multiplication shall be rounded down to the
nearest whole share, and the exercise price per share of SAL common stock under the new option shall be equal to the
exercise price per share of Riverside common stock subject to the Riverside stock option divided by the exchange
ratio; provided, that such exercise price shall be rounded up to the nearest whole cent.

Representations and Warranties
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The merger agreement contains representations and warranties made by and to SAL, SBT and Riverside. The
statements embodied in those representations and warranties were made for purposes of the contract among SAL, SBT
and Riverside and are subject to important qualifications and limitations agreed to by SAL, SBT and Riverside in
connection with negotiating its terms. In addition, certain representations and warranties were made as of a specified
date, may be subject to contractual standards of materiality different from what may be viewed as material to
shareholders, or may have been used for the purpose of allocating risk between SAL, SBT and Riverside rather than
establishing matters as facts. For the foregoing reasons, you should not rely on the representations and warranties as
statements of fact. Third parties are not entitled to the benefits of the representations and warranties in the merger
agreement.

Each of SAL, SBT and Riverside has made representations and warranties to the other regarding, among other things:
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. due organization, good standing and authority;
. capitalization;
. subsidiaries;
. corporate power;
. corporate authority;
. no violation or breach of certain organizational documents, agreements and governmental orders;
. SEC documents and/or financial or regulatory reports;
. tax matters;
. absence of certain changes or events;
. legal proceedings and regulatory action;
. compliance with laws;
. brokers;
. employee benefit matters;
. environmental matters;
. risk management instruments;
. deposits and deposit insurance;
. internal controls;
. related party transactions;

. CRA, anti-money laundering and customer information security compliance;
. issuance of the SAL’s common stock in accordance with the merger agreement;
. loans and nonperforming and classified assets;

. property and insurance coverage;

. fiduciary accounts;

. the receipt of the opinion of its financial advisor;

. material contracts, leases, and defaults;

. labor matters;

. intellectual property; and
. preparation of this joint proxy statement/prospectus.

The representations and warranties of each of SAL, SBT and Riverside will expire upon the effective time of the
merger. The representations and warranties in the merger agreement are complicated and not easily summarized. You
are urged to carefully read Articles IV and V of the merger agreement attached to this joint proxy
statement/prospectus as Appendix A.

Conduct of Business Pending the Merger

Conduct of Business of Riverside Pending the Merger.

Under the merger agreement, Riverside has agreed that, until the effective time of the merger or the termination of the
merger agreement, Riverside will not, except as expressly permitted by the merger agreement or with the prior written
consent of SAL:
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conduct its business other than in the usual, regular and ordinary course consistent with past practice and consistent
with prudent banking practice and in compliance in all material respects with applicable laws and regulations;
fail to use reasonable best efforts to preserve intact its business organization and assets, and maintain its rights and
franchises;
change the number of authorized or issued shares of its capital stock, issue any shares of common stock that are held
as Treasury Stock as of the date of the merger agreement, or issue or grant any right or agreement relating to its
authorized or issued capital stock or any securities convertible into shares of such stock, make any grant or award
uander the Riverside Stock Option Plan or split, combine or reclassify any shares of capital stock, or declare, set aside
or pay any dividend in cash, stock or property or other distribution in respect of capital stock, or redeem stock, except
that Riverside may issue shares upon the valid exercise of presently outstanding Riverside Stock Options issues under
the Riverside Stock Option Plan;

* change or waive any provision of its certificate of incorporation or bylaws, except as required by law;
-73-
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enter into, amend in any material respect or terminate any material contract or agreement (including without limitation
any settlement agreement with respect to litigation) in excess of $10,000 except as contemplated by the merger
agreement;

» make application for the opening or closing of any, or open or close any, branch or automated banking facility;
grant or agree to pay any bonus (discretionary or otherwise), severance or termination to, or enter into, renew or
amend any employment agreement, severance agreement and/or supplemental executive agreement with, or increase
in any manner the compensation or fringe benefits of, any of its directors, officers, employees or consultants, except
(i) as may be required pursuant to commitments existing on the date of the merger agreement and disclosed to SAL,
(ii) for salary adjustments in the ordinary course of business consistent with past practice provided that any increases
to such amounts shall not exceed three percent (3%) in the aggregate, (iii) performance bonuses for calendar year
2014 in accordance with Riverside’s 2014 budget and in such amounts as have been accrued by Riverside up to the
effective time; provided, however, that such bonuses shall be prorated by multiplying the amount of the bonus by a
fraction, the numerator of which shall be the number of months in 2014 which have occurred prior to the effective
time of the merger and the denominator of which shall be twelve (12), or (iv) as otherwise contemplated by the
merger agreement. Riverside shall not hire or promote any employee to a rank having a title of vice president or other
more senior rank or hire any new employee at an annual rate of compensation in excess of $30,000; provided,
however, that Riverside shall not hire any new employee without first seeking to fill any position internally;
enter into or, except as may be required by law or any such plan or agreement or by the terms of the merger agreement
and the transactions contemplated therein, modify any pension, retirement, stock option, stock purchase, stock
appreciation right, stock grant, savings, profit sharing, deferred compensation, supplemental retirement, consulting,
bonus, group insurance or other employee benefit, incentive or welfare contract, plan or arrangement, or any trust
agreement related thereto, in respect of any of its directors, officers or employees, or make any contributions to any
defined contribution or defined benefit plan not in the ordinary course of business consistent with past practice;
merge or consolidate Riverside with any other person; sell or lease all or any substantial portion of the assets or
business of Riverside; make any acquisition of all or any substantial portion of the business or assets of any other
person other than in connection with foreclosures, settlements in lieu of foreclosure, troubled loan or debt
restructuring, or the collection of any loan or credit arrangement between Riverside or Riverside and any other person;
enter into a purchase and assumption transaction with respect to deposits and liabilities; incur deposit liabilities, other
than liabilities incurred in the ordinary course of business consistent with past practice and in keeping with prevailing
competitive rates; permit the revocation or surrender by Riverside of its certificate of authority to maintain, or file an
application for the relocation of, any existing branch office, or file an application for a certificate of authority to
establish a new branch office;
sell or otherwise dispose of any asset of Riverside other than in the ordinary course of business consistent with past
practice; except for transactions with the FHLB, subject any asset of Riverside to a lien, pledge, security interest or
other encumbrance (other than in connection with deposits, repurchase agreements, bankers acceptances, pledges in
connection with acceptance of governmental deposits, and transactions in “federal funds” and the satisfaction of legal
requirements in the exercise of trust powers) other than in the ordinary course of business consistent with past
practice; incur any indebtedness for borrowed money (or guarantee any indebtedness for borrowed money), except in
the ordinary course of business consistent with past practice;
change its method, practice or principle of accounting, except as may be required from time to time by GAAP
¢without regard to any optional early adoption date) or regulatory accounting principles or by any bank regulator
responsible for regulating Riverside;
waive, release, grant or transfer any rights of value or modify or change any existing agreement or indebtedness to
which Riverside is a party;
purchase any securities except securities: (i) rated “A” or higher by either Standard & Poor’s Ratings Services or Moody’s
Investors Services, (ii) purchased in accordance with Riverside’s existing investment policy, (iii) having a face amount
in the aggregate of not more than $500,000, (iv) having a duration of not more than three (3) years and (v) otherwise
in the ordinary course of business consistent with past practice;
except as specifically provided for in the merger agreement, and except for commitments issued prior to the date of
the merger agreement which have not yet expired and which have been disclosed to SAL, and except for the renewal
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of existing lines of credit, (i) make or acquire any new loan or other credit facility commitment (including without
limitation, loan participations, lines of credit and letters of credit) other than in the ordinary course of business
consistent with past practice or (ii) make or acquire any new loan or issue any commitment for any new loan with a
principal amount of $1,000,000 or more without the prior consent of SAL or SBT; provided that such consent shall be
deemed to have been granted if SAL or SBT does not object within three (3) business days of receipt of written notice
from Riverside of its intent to make such loan;
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* enter into, renew, extend or modify any other transaction (other than a deposit transaction) with any affiliate;
enter into any futures contracts, options, interest rate caps, interest rate floors, interest rate exchange agreements or
other agreements or take any other action for purposes of hedging the exposure of its interest-earning assets and
interest-bearing liabilities to changes in market rates of interest;
except for the execution of the merger agreement, and actions taken or which will be taken in accordance with the
merger agreement and performance thereunder, take any action that would give rise to a right of payment to any
individual under any employment agreement;
make any change in policies with regard to: the extension of credit, or the establishment of reserves with respect to the
possible loss thereon or the charge off of losses incurred thereon; investments; asset/liability management; or other
banking policies except as may be required by changes in applicable law or regulations, GAAP or regulatory
accounting principles or by a bank regulator;
except for the execution of the merger agreement, and the transactions contemplated therein and any terminations of
employment, take any action that would give rise to an acceleration of the right to payment to any individual under
any Riverside benefit plan;
make any capital expenditures in excess of $5,000 individually or $20,000 in the aggregate, other than pursuant to
binding commitments existing on the date of the merger agreement;
purchase or otherwise acquire, or sell or otherwise dispose of, any assets or incur any liabilities other than in the
ordinary course of business consistent with past practices and policies;
except for existing commitments to sell any participation interest in any loan, sell any participation interest in any
loan (other than sales of loans secured by one- to four-family real estate that are consistent with past practice) unless
SBT has been given the first opportunity and a reasonable time to purchase any loan participation being sold, or
purchase any participation interest in any loan other than purchases of participation interests from SBT; provided, that
in the event Riverside proposes to sell any such participation interest, it will provide the chief lending officer of SBT
with notice of such intent, including underwriting information for such loan. In the event that SBT has not elected
within six (6) business days to purchase such participation interests, Riverside shall be free to sell such participation
interest to a third party;
undertake or enter into any lease, contract or other commitment for its account, other than in the ordinary course of
providing credit to customers as part of its banking business, involving a payment by Riverside of more than $10,000
annually, or containing any financial commitment extending beyond twelve (12) months from the date of the merger
agreement;
pay, discharge, settle or compromise any claim, action, litigation, arbitration or proceeding, other than any such
payment, discharge, settlement or compromise in the ordinary course of business consistent with past practice that
involves solely money damages in the amount not in excess of $5,000 individually or $20,000 in the aggregate, and
that does not create negative precedent for other pending or potential claims, actions, litigation, arbitration or
proceedings;
foreclose upon or take a deed or title to any commercial real estate without having a Phase I environmental
assessment of the property conducted as of a reasonably current date and, in the event such Phase I environmental
assessment of the property indicates the presence of materials of environmental concern, providing notice to SAL
thereof prior to final sale;
purchase or sell any mortgage loan servicing rights other than in the ordinary course of business consistent with past
practice;
issue any broadly distributed communication of a general nature to employees (including general communications
relating to benefits and compensation) without prior consultation with SAL and, to the extent relating to post-closing
employment, benefit or compensation information without the prior consent of SAL (which shall not be unreasonably
withheld, conditioned or delayed) or issue any broadly distributed communication of a general nature to customers
without the prior approval of SAL (which shall not be unreasonably withheld, conditioned or delayed), except as
required by law or for communications in the ordinary course of business consistent with past practice that do not
relate to the merger or other transactions contemplated herebys;
make, change or rescind any material election concerning taxes or tax returns, file any amended tax return, enter into
any closing agreement with respect to taxes, settle or compromise any material tax claim or assessment or surrender
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any right to claim a refund of taxes or obtain any tax ruling; or
. enter into any contract with respect to, or otherwise agree or commit to do, any of the foregoing.
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Conduct of Business of SAL Pending the Merger

SAL has agreed that, except with the prior written consent of Riverside, it will and will cause SBT to, among other
things, to: operate its business only in the usual, regular and ordinary course of business; use reasonable best efforts to
preserve intact its business organization and assets and maintain its rights and franchises; and voluntarily take no
action which would (i) materially adversely affect the ability of the parties to obtain the regulatory approvals or
materially increase the period of time necessary to obtain such approvals; (ii) materially adversely affect its ability to
perform its covenants and agreements under the merger agreement; or (iii) result in the representations and warranties
contained in Article V of the merger agreement not being true and correct on the date of the merger agreement or at
any future date on or prior to the closing date or in any of the conditions set forth in Article IX thereof not being
satisfied.

Riverside Shareholders’ Meeting

Riverside has agreed to call, hold and convene a meeting of its shareholders as promptly as practicable after the
registration statement of which this joint proxy statement/prospectus is a part becomes effective, subject to extension
with the consent of the other party to consider and vote upon the approval of the merger agreement and any other
matter required to be approved by the Riverside shareholders in order to consummate the merger. Riverside has also
agreed to ensure that the Riverside shareholders’ meeting is called, noticed, convened, held and conducted, and that all
proxies solicited in connection with the meeting are solicited, in compliance with law, Riverside’s articles of
association and bylaws and all other applicable legal requirements.

Additionally, the board of directors of Riverside has agreed to recommend that Riverside shareholders vote to approve
the merger agreement and the transactions contemplated thereby (including the merger) and any other matters required
to be approved by their shareholders for consummation of the merger.

SAL Shareholders’ Meeting

SAL has agreed to call, hold and convene a meeting of its shareholders as promptly as practicable after the registration
statement of which this joint proxy statement/prospectus is a part becomes effective, subject to extension with the
consent of the other party to consider the amendments to SAL’s certificate of incorporation to authorize additional
shares of common stock, and to take such other actions as are contemplated pursuant to the merger agreement.

No Solicitation
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Until the merger is completed or the merger agreement is terminated, Riverside has agreed that it and its officers and
directors will not:

solicit, initiate or encourage, or take any other action designed to facilitate any inquiries or the making of any proposal
¢o0 acquire Riverside, whether by merger, consolidation, business combination, tender offer or exchange offer for 25%
or more of Riverside’s stock or otherwise;
*  enter into or participate in any discussions or negotiations regarding any such acquisition proposal; or
. make or authorize any statement in support of any such other acquisition proposal.

Riverside may, however, furnish information regarding Riverside to, or enter into discussions or negotiations with,
any person or entity in response to, or authorize any statement or recommendation in support of an unsolicited
acquisition proposal if:

Prior to the shareholder vote, Riverside’s board of directors determines in good faith, after consultation with its
financial advisers that the acquisition proposal is a superior proposal, and after receiving a written opinion from its
outside legal counsel, that such actions would be required in order for Riverside’s directors to comply with their
fiduciary obligations under applicable law;

Riverside promptly notifies SAL of such inquiries, proposals or offers, the material terms of such inquiries, proposals
or offers and the identity of the person making such inquiry, proposal or offer; and

during the three day period following notification to SAL, Riverside negotiates in good faith with SAL to make
adjustments to the merger agreement such that the other acquisition proposal is not reasonably likely to result in a
transaction more favorable from a financial point of view to Riverside’s shareholders than the merger with SAL, and
such negotiations fail to result in the necessary adjustments to the merger agreement.
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Employee Matters

After the closing date of the merger, except to the extent SAL continues in effect any Riverside benefit plan providing
benefits of a similar type, continuing employees of Riverside will be eligible for the employee benefits that SAL
provides to its similarly-situated employees generally and on substantially the same terms and basis as is applicable to
such employees. SAL has the right in its sole discretion to terminate, merge or continue any of Riverside’s employee
benefit plans, except that SAL will maintain Riverside’s plans (other than stock-based or incentive plans) until the
employees of Riverside and Riverside Bank are permitted to participate in comparable SAL plans. To the extent
permitted under applicable law and SAL’s benefit plans, each Riverside employee will be given credit with respect to
the satisfaction of limitations as to pre-existing condition exclusions, evidence of insurability requirements and
waiting periods for participation and coverage equal to the credit that such employee had received as of the effective
time of the merger under the comparable Riverside benefit plans.

Indemnification and Insurance

Indemnification

Pursuant to the merger agreement, SAL has agreed that, after the effective date of the merger, it will indemnify,
defend and hold harmless, for a period of six years from the effective time of the merger, each present and former
officer or director of Riverside against all losses, claims, damages, costs, expenses (including attorneys’ fees),
liabilities, judgments and amounts that are paid in settlement of or in connection with any claim, action, suit,
proceeding or investigation, based in whole or in part on, or arising in whole or in part out of, the fact that such person
is or was a director or officer of Riverside if such action or proceeding pertains to any matter of fact arising, existing
or occurring before the closing date of the merger to the fullest extent permitted under SAL’s bylaws.

Directors’ and Officers’ Insurance

SAL has further agreed to ensure that, for a six-year period following the effective time of the merger, the persons
serving as officers and directors of Riverside immediately prior to the effective date continue to be covered by
Riverside’s current directors’ and officers’ liability insurance policies, or by a policy which is not materially less
advantageous than such policy, or by single premium tail coverage with policy limits equal to Riverside’s existing
coverage limits, with respect to acts or omissions occurring prior to the effective date which were committed by such
officers and directors in their capacity as such. However, in no event will SAL be required to expend in any one year
more than 150% of the current annual cost currently expended by Riverside with respect to such insurance.
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Voting Agreements

Riverside’s directors, executive officers and certain principal shareholders of Riverside who will become directors of
SBT and SAL (referred to as “designated nominees”) have entered into voting agreements with SAL. In the voting
agreements, each director, executive officer and designated nominee agreed to vote, and granted SAL an irrevocable
proxy and power of attorney to vote, all of his or her shares of Riverside common stock:

in favor of adoption and approval of the merger agreement and the transactions contemplated by the merger
agreement, including the merger; and

against approval of any other agreement providing for a merger, consolidation, sale of assets, or other business
combination of Riverside with any person or entity other than SAL.

Under the voting agreements, each director, executive officer and designated nominee agreed not to, and not to permit
any of their affiliates, to:
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solicit or encourage or initiate any communication with any other person or entity with respect to, any proposal for a
merger, consolidation, sale of assets, or other business combination involving Riverside, or for the acquisition of
Riverside stock; or encourage any person, firm, corporation, group or other entity to engage in any such action;
solicit proxies or become a participant in a solicitation with respect to another acquisition proposal (other than the
merger agreement) or otherwise encourage or assist any party in taking or planning any action that would compete
with, restrain or otherwise serve to interfere with or inhibit the timely consummation of the merger in accordance with
the terms of the merger agreement;
initiate a shareholders’ vote or action by consent of Riverside’s shareholders with respect to another acquisition
proposal; or
except by reason of the voting agreement, become a member of a group with respect to any voting securities
of Riverside that takes any action in support of another acquisition proposal.

In addition, except under limited circumstances, each director, executive officer and designated nominee also agreed
not to sell, assign, transfer or otherwise dispose of or encumber his or her shares of Riverside common stock while the
voting agreement is in effect. The voting agreements terminate immediately upon the earlier of the effective time of
the merger, the termination of the merger agreement in accordance with its terms, or mutual written agreement of SAL
and the director, executive officer, or designated nominee.

As of the record date, the directors, executive officers and designated nominees of Riverside and their affiliates
collectively owned shares of Riverside common stock, or approximately ___ % of Riverside’s outstanding
shares. None of the directors, executive officers or designated nominees were paid any additional consideration in
connection with the execution of the voting agreements.

Additional Agreements

SAL and Riverside have also agreed to use their reasonable best efforts to:

take all actions necessary, proper or advisable under the merger agreement and applicable law to consummate the
merger as soon as practicable; and

promptly prepare and file all necessary documentation to obtain the consent, approval and authorization of all third
parties and governmental entities which are necessary or advisable to consummate the merger.

The merger agreement also contains covenants relating to cooperation in the preparation of this joint proxy
statement/prospectus and additional agreements relating to, among other things, access to information, notice of
certain matters and the listing of SAL common stock on NASDAQ.

174



Edgar Filing: SALISBURY BANCORP INC - Form S-4

Conditions to the Merger

The respective obligations of SAL and Riverside to complete the merger are subject to various conditions prior to the
merger. The conditions include the following:

approval of the merger by all applicable federal and state regulatory authorities and the expiration or termination of all
applicable waiting periods;
effectiveness of the registration statement filed with the SEC with respect to the common stock to be issued by SAL in
accordance with the merger agreement;

* the shares of SAL common stock to be issued in the merger being approved for listing on the NASDAQ;
no judgment, order, injunction or decree issued by any court or agency of competent jurisdiction or other legal
restraint or prohibition preventing the merger or any of the other transactions contemplated by the merger agreement
from taking place is in effect, and no statute, rule, regulation, order, injunction or decree is enacted, entered,
promulgated or enforced by any governmental entity which prohibits or makes illegal the consummation of the
merger; and
the receipt of legal opinions delivered by tax counsel to SAL and Riverside, respectively, to the effect that the merger
will qualify as a reorganization under Section 368(a) of the Code.
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The parties may waive conditions to their obligations unless they are legally prohibited from doing so. Shareholder
and regulatory approvals may not be legally waived.

SAL is not obligated to complete the merger unless the following additional conditions are satisfied or waived:

the representations and warranties of Riverside contained in the merger agreement are true and correct in all material
respects as of the date of the merger agreement and (except to the extent such representations and warranties speak as
of an earlier date) as of the closing date of the merger as though made on and as of the closing date, except where the
failure to be so true and correct has not had, and would not reasonably be expected to result in, a material adverse
effect on Riverside;

Riverside performs in all material respects all covenants and agreements contained in the merger agreement to be
performed by Riverside at or prior to the closing date;

SAL having received a certificate from the chief executive officer of Riverside with respect to compliance with the
foregoing conditions;

no required regulatory approval listed in the merger agreement contains any condition, restriction or requirement
which the board of directors of SAL reasonably determines in good faith would, individually or in the aggregate,
materlally reduce the benefits of the merger to such a degree that SAL would not have entered into the merger
agreement had such condition, restriction or requirement been known at the date hereof; and

the merger agreement and the merger are approved by the affirmative vote of the holders of at least two-thirds of the
outstanding shares of Riverside common stock entitled to vote at the special meeting.

Riverside is not obligated to complete the merger unless the following additional conditions are satisfied or waived:

the representations and warranties of SAL contained in the merger agreement are true and correct as of the date of the
merger agreement and (except to the extent such representations and warranties speak as of an earlier date) as of the
closing date of the merger as though made on and as of the closing date, except where the failure to be so true and
correct has not had, and would not reasonably be expected to result in, a material adverse effect on SAL;

SAL performs in all material respects all covenants and agreements contained in the merger agreement required to be
performed by it at or prior to the closing date;

The shareholders of SAL have approved the amendment to SAL’s certificate of incorporation to increase the
authorized number of SAL shares of common stock and to eliminate the minimum and maximum number of directors
to provide SAL the ability to increase its number of directors pursuant to the merger agreement and approved the
issuance of SAL common stock as consideration in the merger; and

Riverside having received a certificate from the chief executive officer and chief financial officer of SAL with respect
to compliance with the foregoing conditions.

“Material adverse effect” means, with respect to Riverside, any effect that is material and adverse to the financial
position, results of operations or business of Riverside or that would materially impair the ability of Riverside to
perform its obligations under the merger agreement or otherwise materially impairs the ability of Riverside to
consummate the transactions contemplated by the merger agreement; provided, however, that material adverse effect
shall not be deemed to include the impact of:
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changes in banking and similar laws of general applicability or interpretations thereof by governmental authorities;
. changes in GAAP or regulatory accounting requirements applicable to banks generally;

changes in general economic conditions (including interest rates) affecting banks generally or changes or events
affecting the financial services industry generally;
changes in the value of Riverside’s securities or loan portfolio, or any change in the value of the deposits or
borrowings of Riverside resulting from a change in interest rates generally, or the issuance in and of itself of any order
or directive by any bank regulator (although, the underlying facts giving rise to such an issuance or the effects of such
issuance may constitute a material adverse effect);

* reasonable expenses incurred in connection with the transactions contemplated by the merger agreement; and
the effects of any action or omission taken with the prior consent of SAL or as otherwise expressly permitted or
contemplated by the merger agreement.
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With respect to SAL, the term “material adverse effect” means any effect that materially impairs the ability of SAL to
make payment at the effective time of the aggregate merger consideration or otherwise materially impairs the ability
of SAL to consummate the transactions contemplated by the merger agreement.

Termination of the Merger Agreement

The merger agreement may be terminated prior to the closing, before or after approval by SAL’s or Riverside’s
shareholders, as follows:

. by mutual agreement of SAL and Riverside;
by either party, if any required regulatory approvals for consummation of the merger are not obtained or are denied in
a final nonappealable action or are permanently withdrawn at the request of a governmental authority;
by either party, if the shareholders of SAL do not approve the increase in the number of SAL common shares and the
tssuance of shares as consideration in the merger or if the shareholders of SAL or Riverside do not approve the merger
agreement;
by the non-breaching party, if the other party breaches any covenants, agreements, representations or warranties
contained in the merger agreement such that the terminating party would not be obligated to complete the merger and
such breach has not been cured within thirty days after notice from the terminating party;
by either party, if the closing of the merger has not occurred on or before December 31, 2014, or such later date as has
been agreed upon in writing by SAL and Riverside, and such failure to close is not due to the terminating party’s
material breach of any representation, warranty, covenant or other agreement contained in the merger agreement;
by either party, if the other party fails to recommend in the proxy statement that its shareholders approve the
transactions contemplated by the merger agreement or withdraws, modifies, or qualified such recommendation in a
manner adverse to the other party or resolves to do so;
by SAL, if Riverside fails to recommend against acceptance of a tender offer or exchange offer for outstanding
Riverside common stock that has been publicly disclosed within ten (10) business days after commencement of such
tender or exchange offer, or if Riverside recommends or endorses an acquisition proposal or fails to issue a press
release announcing its opposition to an acquisition proposal within ten (10) business days after an acquisition proposal
ts publicly announced or if Riverside breaches its obligations not to solicit another acquisition proposal, breaches its
obligation to recommend approval of the merger with SAL to Riverside shareholders, recommends, proposes or
publicly announces the intention to recommend or propose to engage in an acquisition transaction with any party
other than SAL or SBT, or breaches its obligation to convene the meeting of Riverside shareholders to vote upon the
merger agreement; or
by Riverside, if Riverside has received a superior proposal and in accordance with Section 6.10 of the merger
agreement regarding acquisition proposals has entered into an acquisition agreement with respect to the superior
proposal provided Riverside pays SAL the termination fee and termination expenses described below and delivers to
SAL a release signed by the parties to the acquisition agreement and any controlling entity of the parties, which
irrevocably waives any right the releasing parties may have to challenge the payment to SAL of the termination fee
and termination expenses.

Termination Fee and Termination Expenses
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Under the terms of the merger agreement, Riverside must pay SAL a termination fee of $1,200,000 (“Termination Fee”)

and actual out-of-pocket expenses incurred by the other party (“Termination Expenses”) in an amount of up to $500,000,
if:

SAL terminates the merger agreement as a result of Riverside’s board of directors withdrawing, qualifying, modifying
tts recommendation to its shareholders to vote in favor of the merger agreement or making any statement, filing or
release that is inconsistent with the recommendation.
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In addition, Riverside must pay SAL the Termination Fee and Termination Expenses if:

Riverside enters into an acquisition agreement with respect to a superior proposal prior to receipt of shareholder
approval; or

Riverside fails to recommend against acceptance of a tender offer or exchange offer for outstanding Riverside
common stock that has been publicly disclosed (other than by SAL or a SAL affiliate) within ten (10) business days
after the commencement of such tender or exchange offer; or

Riverside recommends or endorses an acquisition proposal or fails to issue a press release announcing its opposition
to such acquisition proposal within ten (10) business days after an acquisition proposal is publicly announced; or
Riverside fails to take all steps necessary to duly call, given notice of convene and hold a special meeting of its
shareholders as promptly as is practicable after this registration statement is declared effective by the SEC, for the
purpose of considering the merge and merger agreement.

Amendment, Waiver and Extension of the Merger Agreement

Subject to compliance with applicable law, the merger agreement may be amended by the parties in writing at any
time before or after approval of the matters presented in connection with merger by the shareholders of SAL and
Riverside, except that after approval of the merger agreement by the shareholders of Riverside, there may not be,
without further approval of Riverside shareholders, any amendment of the merger agreement that decreases or
increases the amount or value or changes the form of the merger consideration to be delivered to Riverside
shareholders.

At any time prior to the completion of the merger, the parties may, to the extent legally allowed, extend the time for
the performance of any of the obligations or other acts of the other party, waive any inaccuracies in the representations
and warranties contained in the merger agreement or in any document delivered pursuant to the merger agreement,
and waive compliance with any of the agreements or satisfaction of any conditions contained in the merger agreement,
except that after approval of the matters presented herein by the respective shareholders of SAL or Riverside, there
may not be, without further approval of such shareholders, any extension or waiver of the merger agreement or any
portion thereof that requires further approval under applicable law.

Expenses

Each party will pay all fees and expenses it incurs in connection with the merger agreement and the related
transactions, except that SAL and Riverside will share equally any printing costs and SEC filing and registration fees.

Specific Performance
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SAL and Riverside have agreed that they are each entitled to an injunction or other equitable relief to prevent breaches
of the merger agreement and to enforce specifically the terms and provisions of the merger agreement, this being in
addition to any other remedy to which the parties are entitled at law or in equity.
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MARKET PRICES AND DIVIDEND INFORMATION OF SAL AND RIVERSIDE

Market Prices

SAL common stock is listed on the NASDAQ Capital Market under the symbol “SAL.” The following table shows the
high and low sales prices as reported on the NASDAQ Capital Market during the periods indicated, as well as any
dividends declared on SAL common stock.

Dividend
Declared /
Common
Period High Low  Share
2014 First Quarter $27.79 $25.80 $0.28
Second Quarter $32.10 $26.88 $0.28
Third Quarter (through $ $
2013 First Quarter $26.00 $23.55 $0.28
Second Quarter $28.00 $25.18 $0.28
Third Quarter $29.95 $25.59 $0.28

Fourth Quarter

2012First Quarter
Second Quarter
Third Quarter
Fourth Quarter

$28.00 $25.50 $0.28

$26.95 $22.51 $0.28
$26.48 $23.25 $0.28
$25.75 $23.50 $0.28
$28.40 $22.98 $0.28

As of __,2014, SAL had approximately shareholders of record. The number of shareholders does not
reflect the number of persons or entities who held their stock in nominee or street name through various brokerage
firms.

The Riverside common stock is not traded or quoted on any established exchange or broker’s market. Riverside has not
paid cash dividends since it commenced operations.

The following table presents the closing sales prices of shares of SAL common stock, as reported on the NASDAQ
Capital Market, on (i) March 18, 2014, the last trading day for which market information is available prior to the
public announcement of the execution of the merger agreement and (ii) , 2014, the latest practicable date prior
to the date of this joint proxy statement/prospectus. The following table also presents the equivalent per share value of
the SAL common stock that Riverside shareholders would receive for each share of their Riverside common stock if
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the merger was completed on those dates.

SAL Riverside Common Stock

Common Stock Equivalent Per Share(»
March 18, 2014 [$26.90] [$36.32]
,2014

. Calculated by multiplying the closing price of SAL common stock as of the specified date by the merger exchange
ratio of 1.35.

You are advised to obtain current market quotations for SAL common stock. The market price of SAL common stock
will fluctuate between the date of this joint proxy statement/prospectus and the completion of the merger. No
assurance can be given concerning the market price of SAL common stock.
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Dividends

SAL has historically paid regular quarterly cash dividends on its common stock of $0.28 per quarter, and SAL’s board
of directors presently intends to continue the payment of regular quarterly cash dividends, subject to the need for those
funds for debt service and other purposes. However, because substantially all of the funds available for the payment of
dividends are derived from SBT, future dividends will depend upon the earnings of SBT, its financial condition and its
need for funds. Furthermore, there are a number of federal and state banking policies and regulations that potentially
restrict SAL’s ability to pay dividends. In particular, because SBT is a depository institution whose deposits are insured
by the FDIC, it may not pay dividends or distribute capital assets if it is in default on any assessment due the FDIC. In
addition, under Federal Reserve policy, SAL is required to maintain adequate regulatory capital, and is expected to
serve as a source of financial strength to SBT and to commit resources to support SBT. Furthermore, Connecticut law
restricts a Connecticut bank from declaring, in any calendar year, dividends in excess of the bank’s total net profits of
that year, combined with its retained net profits of the preceding two years, unless approved by the Connecticut
Banking Commissioner. These policies and regulations may have the effect of reducing the amount of dividends that
SAL can declare to its shareholders.

Riverside has not paid dividends in 2013, 2012, or 2011.

Securities Authorized for Issuance Under Equity Compensation Plans

The following table sets forth the outstanding equity awards held by our Named Executive Officers at our fiscal year
ended December 31, 2013:

Outstanding Equity Awards at Fiscal Year End

Option Awards Stock Awards
Number
Equity of
Nuﬁll?r%ﬁ)er of incentive plan shares Market
of securities awards: . . or value of
secur{}#:er: ing number of Option  Option units  shares or
Name underl g}y - od securities exercise expiration of units of
une(:)xe%{(c)hssedS underlying price price stock  stock that
opt(g%ls unexercisable ($) % that have not
(#)unex rcisable unearned have  vested
exerasaﬁ)fe options not $ D
#) vested
(#)
(@) (b)(c) (d) ©) ® (€9) (h)
Richard J. Cantele, Jr. (O — — — — — 5,000 134,450
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(1) Reflects the value of Mr. Cantele’s restricted stock award as of the fiscal year ended December 31, 2013.

The following table sets forth the aggregate information of Riverside’s equity compensation plans in effect as of

December 31, 2013:

Number of securities to
be issued upon exercise
of outstanding options,
warrants and rights

(a)

Plan category

Equity compensation

plans approved by 59,000
security holders

Equity compensation

plans not approved 0
by security holders
Total 59,000

-83-

Weighted-average
exercise price of
outstanding options,
warrants and rights

(b)

$29.27

$29.27

Number of securities remaining
available for future issuance
under equity compensation
plans (excluding securities
reflected in column (a))

(¢)

41,000

41,000
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INFORMATION ABOUT RIVERSIDE

Business

Riverside is a New York State chartered commercial bank serving small and medium sized businesses, professionals
and individuals in the Hudson Valley with branches in Poughkeepsie, Red Oaks Mill, Newburgh and Fishkill.
Riverside’s primary business focus is serving the banking needs of small- and medium-size businesses. Riverside
focuses almost exclusively on commercial lending. As of March 31, 2014, Riverside had total assets of approximately
$225 million and deposit liabilities of approximately $198 million. Riverside has no subsidiaries. Since opening for
business in 1988, Riverside has always been committed to providing outstanding products and service to its customers
focusing on serving small to medium sized businesses and professionals within its markets.

General

Riverside is required to file reports and otherwise comply with the rules and regulations of the NYFS and the FDIC.

Riverside is subject to extensive regulation by the NYFS, as its chartering agency, and by the FDIC, as its deposit
insurer. Riverside is required to file reports with, and is periodically examined by, the FDIC and the NYFS concerning
its activities and financial condition. It must obtain regulatory approvals prior to entering into certain transactions.

The following discussion of the laws, regulations and policies material to the operations of Riverside is a summary
and is qualified in its entirety by reference to such laws, regulations and policies. Such statutes, regulations and
policies are continually under review by Congress and the New York State Legislature and federal and state regulatory
agencies. Any change in such laws, regulations, or policies could have a material adverse impact on Riverside.

Financial Modernization

The Gramm-Leach Bliley Act (“GLBA”) permits greater affiliation among banks, securities firms, insurance companies,
and other companies under a type of financial services company known as a “financial holding company”. A financial
holding company essentially is a bank holding company with significantly expanded powers. Financial holding
companies are authorized by statute to engage in a number of financial activities previously impermissible for bank
holding companies, including securities underwriting, dealing and market making; sponsoring mutual funds and
investment companies; insurance underwriting and agency; and merchant banking activities. The act also permits the
FRB and the Treasury to authorize additional activities for financial holding companies if they are “financial in nature”

186



Edgar Filing: SALISBURY BANCORP INC - Form S-4

or “incidental” to financial activities. A bank holding company may become a financial holding company if each of its
subsidiary banks is “well capitalized” and “well managed” as defined in the FRB’s Regulation Y, and has at least a
“satisfactory” Community Reinvestment Act rating. A financial holding company must provide notice to the FRB within
30 days after commencing activities previously determined to be permissible by statute or by the FRB and the

Treasury.

All financial institutions are required to establish policies and procedures with respect to the ability to share nonpublic
customer data with nonaffiliated parties and to protect customer data from unauthorized access. Riverside has
developed policies and procedures, and believes it is in compliance with all privacy, information sharing, and
notification provisions of GLBA and the Fair and Accurate Credit Transactions Act.

New York Banking Laws and Supervision

Riverside derives its lending, investment, and other authority primarily from the applicable provisions of the New
York State Banking Law and the regulations of the NYFS, as limited by FDIC regulations. Under these laws and
regulations, banks, such as Riverside, may invest in real estate mortgages, consumer and commercial loans, certain
types of debt securities (including certain corporate debt securities, and obligations of federal, state, and local
governments and agencies), certain types of corporate equity securities, and certain other assets. The lending powers
of New York State-chartered savings banks and commercial banks are not subject to percentage-of-assets or capital
limitations, although there are limits applicable to loans to individual borrowers.
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The exercise by an FDIC-insured commercial bank of the lending and investment powers under the New York State
Banking Law is limited by FDIC regulations and other federal laws and regulations. In particular, the applicable
provisions of the New York State Banking Law and regulations governing the investment authority and activities of
an FDIC-insured state-chartered savings bank and commercial bank have been effectively limited by the Federal
Deposit Insurance Corporation Improvement Act (the “FDICIA”) and the FDIC regulations issued pursuant thereto.

With certain limited exceptions, a New York State-chartered bank may not make loans or extend credit for
commercial, corporate, or business purposes (including lease financing) to a single borrower, the aggregate amount of
which would be in excess of 15% of the bank’s net worth or up to 25% for certain loans. Riverside currently complies
with all applicable loans-to-one-borrower limitations.

Under the New York State Banking Law, New York State-chartered stock-form banks and commercial banks may
declare and pay dividends out of their net profits, unless there is an impairment of capital, but approval of the
Superintendent is required if the total of all dividends declared by the bank in a calendar year would exceed the total
of its net profits for that year combined with its retained net profits for the preceding two years less prior dividends
paid.

The New York State Banking Law gives the New York Superintendent of Banking (“Superintendent”) authority to issue
an order to a New York State-chartered banking institution to appear and explain an apparent violation of law, to
discontinue unauthorized or unsafe practices, and to keep prescribed books and accounts. Upon a finding by the NYFS
that any director, trustee, or officer of any banking organization has violated any law, or has continued unauthorized

or unsafe practices in conducting the business of the banking organization after having been notified by the
Superintendent to discontinue such practices, such director, trustee, or officer may be removed from office after notice
and an opportunity to be heard. The Superintendent also has authority to appoint a conservator or a receiver for a
commercial bank under certain circumstances.

Interstate Branching

Federal law allows the FDIC, and the New York State Banking Law allows the Superintendent, to approve an
application by a state banking institution to acquire interstate branches by merger, unless, in the case of the FDIC, the
state of the target institution has opted out of interstate branching. The New York State Banking Law authorizes
commercial banks to open and occupy de novo branches outside the state of New York. Pursuant to the Dodd-Frank
Act, the FDIC is authorized to approve a state bank’s establishment of a de novo interstate branch if the intended host
state allows de novo branching by banks chartered by that state.

New York State Change in Control Restrictions
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In addition to the Change in Bank Control Act and the Bank Holding Company Act (“BHCA”), the New York State

Banking Law generally requires prior approval of the New York State Banking Board before any action is taken that
causes any company to acquire direct or indirect control of a banking institution which is organized under New York
law.

Federal Regulations

Capital Requirements

Under FDIC regulations, federally insured state-chartered banks, such as Riverside, that are not members of the
Federal Reserve System (“state non-member banks”) are required to comply with minimum leverage capital
requirements. For most institutions, the minimum leverage capital ratio is not less than 4%. Tier 1 capital is the sum of
common shareholders’ equity, noncumulative perpetual preferred stock (including any related surplus) and minority
investments in certain subsidiaries, less intangible assets (except for certain servicing rights and credit card
relationships) and certain other specified items.

The FDIC regulations require state non-member banks to maintain certain levels of regulatory capital in relation to
regulatory risk-weighted assets. The ratio of regulatory capital to regulatory risk-weighted assets is referred to as a
bank’s “risk-based capital ratio”. Risk-based capital ratios are determined by allocating assets and specified off-balance
sheet items (including recourse obligations, direct credit substitutes and residual interests) to four risk-weighted
categories ranging from 0% to 100%, and in some instances 200% or assets subject to dollar-for-dollar capital
requirements, with higher levels of capital being required for the categories perceived as representing greater risk.
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To be considered “well capitalized”, banks are generally expected to maintain a minimum ratio of total capital to
risk-weighted assets of at least 8%, of which at least one-half must be Tier 1 capital. Total capital consists of Tier 1
capital plus Tier 2 or supplementary capital items, which include allowances for loan losses in an amount of up to
1.25% of risk-weighted assets, cumulative preferred stock and certain other capital instruments, and a portion of the
net unrealized gain on equity securities. The includable amount of Tier 2 capital cannot exceed the amount of the
institution’s Tier 1 capital. Banks that engage in specified levels of trading activities are subject to adjustments in their
risk based capital calculation to ensure the maintenance of sufficient capital to support market risk.

In December 2010, the Basel Committee, a group of bank regulatory supervisors from around the world, released its
final framework for strengthening international capital and liquidity regulation, now officially identified by the Basel
Committee as “Basel I1I.” Basel III, when fully implemented by the U.S. bank regulatory agencies and fully phased-in,
will require bank holding companies and their bank subsidiaries to maintain substantially more capital, with a greater
emphasis on common equity.

In July 2013, the Federal Reserve Board, Office of the Comptroller of the Currency and Federal Deposit Insurance
Corporation approved final rules to implement the Basel III capital framework. The rules will be effective on January
1, 2015 and phased-in over a multiple year period through 2019. The new capital rules call for greater reliance upon
equity capital with higher minimum capital level requirements.

Prompt Corrective Regulatory Action

Federal law requires, among other things, that federal bank regulatory authorities take “prompt corrective action” with
respect to banks that do not meet minimum capital requirements. For these purposes, the law establishes five capital
categories:

» Well capitalized — at least 5% leverage capital, 6% Tier 1 risk based capital and 10% total risk based capital.
*Adequately capitalized — at least 4% leverage capital, 4% Tier 1 risk based capital and 8% total risk based capital.
Undercapitalized — less than 4% leverage capital, 4% Tier 1 risk based capital and less than 8% total risk based capital.
“Undercapitalized” banks must adhere to growth, capital distribution (including dividend) and other limitations and are
required to submit a capital restoration plan. A bank’s compliance with such a plan is required to be guaranteed by any
company that controls the undercapitalized institution in an amount equal to the lesser of 5% of the institution’s total
assets when deemed undercapitalized or the amount necessary to achieve the status of adequately capitalized.
Significantly undercapitalized — less than 3% leverage capital, 3% Tier 1 risk based capital and less than 6% total
risk-based capital. “Significantly undercapitalized” banks must comply with one or more of a number of additional
restrictions, including but not limited to an order by the FDIC to sell sufficient voting stock to become adequately
capitalized, requirements to reduce total assets, cease receipt of deposits from correspondent banks or dismiss
directors or officers, and restrictions on interest rates paid on deposits, compensation of executive officers and capital
distributions by the parent holding company.
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Critically undercapitalized — less than 2% tangible capital. “Critically undercapitalized” institutions are subject to
additional measures including, subject to a narrow exception, the appointment of a receiver or conservator within 270
days after it obtains such status.

As of March 31, 2014, Riverside was “well capitalized”.

Transactions with Affiliates

Under federal law, transactions between depository institutions and their affiliates are governed by Sections 23A and
23B of the Federal Reserve Act (“FRA”). In a holding company context, at a minimum, the parent holding company of a
bank and any companies which are controlled by such parent holding company are affiliates of the bank. Generally,
Sections 23A and 23B are intended to protect insured depository institutions from suffering losses arising from
transactions with non-insured affiliates, by limiting the extent to which a bank or its subsidiaries may engage in

covered transactions with any one affiliate and with all affiliates of the bank in the aggregate, and by requiring that

such transactions be on terms that are consistent with safe and sound banking practices.
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The FRA and Regulation O restrict loans to directors, executive officers, and principal shareholders (“insiders”). Loans
to insiders and their related interests may not exceed, together with all other outstanding loans to such persons and
affiliated entities, the institution’s total capital and surplus. Loans to insiders above specified amounts must receive the
prior approval of the board of directors and must be made on terms substantially the same as offered in comparable
transactions to other persons. The FRA imposes additional limitations on loans to executive officers.

Enforcement

The FDIC has extensive enforcement authority over insured banks, including Riverside. This enforcement authority
includes, among other things, the ability to assess civil money penalties, issue cease and desist orders and remove
directors and officers. In general, these enforcement actions may be initiated in response to violations of laws and
regulations and unsafe or unsound practices.

Standards for Safety and Soundness

The FDIC, together with the other federal bank regulatory agencies, prescribe standards of safety and soundness by
regulations or guidelines, relating generally to operations and management, asset growth, asset quality, earnings, stock
valuation and compensation. The federal bank regulatory agencies have adopted a set of guidelines prescribing safety
and soundness standards, which establish general standards relating to internal controls and information systems,
internal audit systems, loan documentation, credit underwriting, interest rate exposure, asset growth, and
compensation, fees and benefits. In general, the guidelines require, among other things, appropriate systems and
practices to identify and manage the risks and exposures specified in the guidelines. The guidelines prohibit excessive
compensation as an unsafe and unsound practice and describe compensation as excessive when the amounts paid are
unreasonable or disproportionate to the services performed by an executive officer, employee, director or principal
shareholder. In addition, the federal bank regulatory agencies adopted regulations that authorize, but do not require,
the agencies to order an institution that has been given notice that it is not satisfying the safety and soundness
guidelines to submit a compliance plan. The federal bank regulatory agencies have also adopted guidelines for asset
quality and earning standards. As a state-chartered bank, Riverside is also subject to state statutes, regulations and
guidelines relating to safety and soundness, in addition to the federal requirements.

Insurance of Deposit Accounts

Riverside’s deposit accounts are insured by the Deposit Insurance Fund (“DIF”) of the FDIC up to applicable legal limits
(generally, $250,000 per depositor for each account ownership category and $250,000 for certain retirement plan
accounts) and are subject to deposit insurance assessments. The FDIC insurance coverage limit applies per depositor,

per insured depository institution for each account ownership category.
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The FDIC utilizes a risk-based assessment system that imposes insurance premiums based upon a risk matrix that
takes into account a bank’s capital level and supervisory rating. The FDIC assigns an institution to one of the following
capital categories based on the institution’s financial condition consisting of (1) well capitalized, (2) adequately
capitalized or (3) undercapitalized, and one of three supervisory subcategories within each capital group. The
supervisory subgroup to which an institution is assigned is based on a supervisory evaluation provided to the FDIC by
the institution’s primary federal regulator and information which the FDIC determines to be relevant to the institution’s
financial condition and the risk posed to the deposit insurance funds. An institution’s assessment rate depends on the
capital category and supervisory category to which it is assigned.

FDIC insured institutions are required to pay assessments to the FDIC to fund the DIF. From time to time, the FDIC
may impose a supplemental special assessment in addition to other special assessments and regular premium rates to
replenish the deposit insurance funds during periods of economic difficulty. The amount of an emergency special
assessment imposed on a bank will be determined by the FDIC if such amount is necessary to provide sufficient
assessment income to repay amounts borrowed from the Treasury; to provide sufficient assessment income to repay
obligations issued to and other amounts borrowed from insured depository institutions; or for any other purpose the
FDIC may deem necessary.
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The FDIC may terminate insurance of deposits, after notice and a hearing, if it finds that the institution is in an unsafe
or unsound condition to continue operations, has engaged in unsafe or unsound practices, or has violated any
applicable law, regulation, rule, order or condition imposed by the FDIC. The management of Riverside does not
know of any practice, condition or violation that might lead to termination of deposit insurance.

The Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”)

The Dodd-Frank Act, enacted in July 2010, significantly changed the bank regulatory landscape and has impacted
lending, deposit, investment, trading and operating activities of financial institutions and their holding companies. The
Dodd-Frank Act revised the statutory authorities governing the FDIC’s management of the DIF. The Dodd-Frank Act
granted the FDIC new DIF management tools: maintaining a positive Fund balance even during a banking crisis and
maintaining moderate, steady assessment rates throughout economic and credit cycles.

Among other things, the Dodd-Frank Act: (1) raised the minimum Designated Reserve Ratio (DRR), which the FDIC
must set each year, to 1.35% (from the former minimum of 1.15%) and removed the upper limit on the DRR (which
was formerly capped at 1.5%) and therefore on the size of the DIF; (2) required that the DIF reserve ratio reach 1.35%
by September 30, 2020 (rather than 1.15% by the end of 2016, as formerly required); (3) required that, in setting
assessments, the FDIC offset the effect of requiring that the reserve ratio reach 1.35% by September 30, 2020 (rather
than 1.15% by the end of 2016) on insured depository institutions with total consolidated assets of less than $10
billion; (4) eliminated the requirement that the FDIC provide dividends from the Fund when the reserve ratio is
between 1.35% and 1.50%; and (5) continued the FDIC’s authority to declare dividends when the reserve ratio at the
end of a calendar year is at least 1.50%, but granted the FDIC sole discretion in determining whether to suspend or
limit the declaration or payment of dividends.

The Dodd-Frank Act also required that the FDIC amend its regulations to redefine the assessment base used for
calculating deposit insurance assessments. Under the Dodd-Frank Act, the assessment base must, with some possible
exceptions, equal average consolidated total assets minus average tangible equity.

The FDIC amended 12 CFR 327 to implement revisions to the Federal Deposit Insurance Act made by the
Dodd-Frank Act by modifying the definition of an institution’s deposit insurance assessment base; to change the
assessment rate adjustments; to revise the deposit insurance assessment rate schedules in light of the new assessment
base and altered adjustments; to implement the Dodd-Frank Act’s dividend provisions; to revise the large insured
depository institution assessment system to better differentiate for risk and better take into account losses from large
institution failures that the FDIC may incur; and to make technical and other changes to the FDIC’s assessment rules.
The FDIC Board of Directors adopted the final rule, which redefined the deposit insurance assessment base as
required by the Dodd-Frank Act; made changes to assessment rates; implemented the Dodd-Frank Act’s DIF dividend
provisions; and revised the risk-based assessment system for all large insured depository institutions, generally, those
institutions with at least $10 billion in total assets. Nearly all of the 6,700-plus institutions with assets less than $10
billion, including SBT, have benefited from a reduction in their assessments as a result of this final rule.
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The Dodd-Frank Act adopts various mortgage lending and predatory lending provisions and requires loan originators
to retain 5% of any loan sold and securitized, unless it is a “qualified residential mortgage”, which includes standard 30
and 15-year fixed rate loans.
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Consumer Protection and the Consumer Financial Protection Bureau

The Dodd-Frank Act created the Consumer Financial Protection Bureau (“CFPB”). As required by the Dodd-Frank Act,
jurisdiction for all existing consumer protection laws and regulations has been transferred to the CFPB. In addition,

the CFPB is granted authority to promulgate new consumer protection regulations for banks and nonbank financial
firms offering consumer financial services or products to ensure that consumers are protected from “unfair, deceptive,
or abusive” acts or practices.

Riverside is subject to a number of federal and state laws designed to protect borrowers and promote lending to
various sectors of the economy and population. These laws include the Equal Credit Opportunity Act, the Fair Credit
Reporting Act, the Truth in Lending Act, the Home Mortgage Disclosure Act, the Real Estate Settlement Procedures
Act, various state law counterparts, and the Consumer Financial Protection Act of 2010, which constitutes part of the
Dodd-Frank Act and establishes the CFPB, as described above.

On January 10, 2013, the CFPB issued a final rule implementing the ability-to-repay and qualified mortgage (“QM”)
provisions of the Truth in Lending Act, as amended by the Dodd-Frank Act (the “QM Rule”). The ability-to-repay
provision requires creditors to make reasonable, good faith determinations that borrowers are able to repay their
mortgages before extending the credit based on a number of factors and consideration of financial information about
the borrower from reasonably reliable third-party documents. Under the Dodd-Frank Act and the QM Rule, loans
meeting the definition of “qualified mortgage” are entitled to a presumption that the lender satisfied the ability-to-repay
requirements. The presumption is a conclusive presumption/safe harbor for prime loans meeting the QM requirements
and a rebuttable presumption for higher-priced/subprime loans meeting the QM requirements. The definition of a
“qualified mortgage” incorporates the statutory requirements, such as not allowing negative amortization or terms longer
than 30 years. The QM Rule also adds an explicit maximum 43% debt-to-income ratio for borrowers if the loan is to
meet the QM definition.

Federal Reserve System

All depository institutions must hold a percentage of certain types of deposits as reserves. Reserve requirements
currently are assessed on the depository institution’s net transaction accounts (mostly checking accounts). Depository
institutions must also regularly submit deposit reports of their deposits and other reservable liabilities.

For net transaction accounts in 2013, the first $12.4 million (which may be adjusted by the FRB) will be exempt from
reserve requirements. A 3% reserve ratio will be assessed on net transaction accounts over $12.4 million up to and
including $79.5 million (which may be adjusted by the FRB). A 10% reserve ratio will be assessed on net transaction
accounts in excess of $79.5 million (which may be adjusted by the FRB). Riverside is in compliance with these
requirements.
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USA PATRIOT Act

Under the USA PATRIOT Act, all financial institutions are required to take certain measures to identify their
customers, prevent money laundering, monitor customer transactions and report suspicious activity to U.S. law
enforcement agencies. Financial institutions also are required to respond to requests for information from federal
banking regulatory authorities and law enforcement agencies. Information sharing among financial institutions for the
above purposes is encouraged by an exemption granted to complying financial institutions from the privacy provisions
of GLBA and other privacy laws. Financial institutions that hold correspondent accounts for foreign banks or provide
private banking services to foreign individuals are required to take measures to avoid dealing with certain foreign
individuals or entities, including foreign banks with profiles that raise money laundering concerns, and are prohibited
from dealing with foreign “shell banks” and persons from jurisdictions of particular concern. The primary federal
banking regulators and the Secretary of the Treasury have adopted regulations to implement several of these
provisions. All financial institutions are also required to establish internal anti-money laundering programs. The
effectiveness of a financial institution in combating money laundering activities is a factor to be considered in any
application submitted by the financial institution under the Bank Merger Act or the BHCA. SBT has in place a Bank
Secrecy Act and USA PATRIOT Act compliance program, and engages in very few transactions of any kind with
foreign financial institutions or foreign persons.
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Community Reinvestment Act and Fair Lending Laws

Riverside has a responsibility under the CRA to help meet the credit needs of our communities, including low and
moderate-income neighborhoods. The CRA does not establish specific lending requirements or programs for financial
institutions nor does it limit an institution’s discretion to develop the types of products and services that it believes are
best suited to its particular community, consistent with the CRA. In connection with its examination, the FDIC
assesses Riverside’s record of compliance with the CRA. In addition, the Equal Credit Opportunity Act and the Fair
Housing Act prohibit discrimination in lending practices on the basis of characteristics specified in those statutes.
Riverside’s failure to comply with the provisions of the CRA could, at a minimum, result in regulatory restrictions on
our activities. Riverside’s failure to comply with the Equal Credit Opportunity Act and the Fair Housing Act could
result in enforcement actions against Riverside by the FDIC as well as other federal regulatory agencies and the
Department of Justice. Riverside’s most recent FDIC CRA rating was “satisfactory”.

Riverside is also subject to provisions of the New York State Banking Law referred to as the New York Community
Reinvestment Act that impose continuing and affirmative obligations upon a banking institution organized in New

York State to serve the credit needs of its local community (the “NYCRA”). Such obligations are substantially similar to
those imposed by the CRA. The NYCRA requires the NYFS to make a periodic written assessment of an institution’s
compliance with the NYCRA, utilizing a four-tiered rating system, and to make such assessment available to the

public. The NYCRA also requires the Superintendent of the NYFS (the “Superintendent”) to consider the NYCRA
rating when reviewing an application to engage in certain transactions, including mergers, asset purchases, and the
establishment of branch offices or ATMs, and provides that such assessment may serve as a basis for the denial of any
such application. The latest NYCRA rating received by Riverside was “satisfactory”.

The Electronic Funds Transfer Act, Regulation E and Related Laws

The Electronic Funds Transfer Act (the “EFTA”) provides a basic framework for establishing the rights, liabilities, and
responsibilities of consumers who use electronic funds transfer (“EFT”) systems. The EFTA is implemented by the
Federal Reserve’s Regulation E, which governs transfers initiated through ATMs, point-of-sale terminals, payroll
cards, automated clearing house (“ACH”) transactions, telephone bill-payment plans, or remote banking services.
Regulation E requires consumers to opt in (affirmatively consent) to participation in a bank’s overdraft service
program for ATM and one-time debit card transactions before overdraft fees may be assessed on the consumer’s
account. Notice of the opt-in right must be provided to all new customers who are consumers, and the customer’s
affirmative consent must be obtained, before charges may be assessed on the consumer’s account for paying such
overdrafts.

Regulation E also provides bank customers with an ongoing right to revoke consent to participation in an overdraft
service program for ATM and one-time debit card transactions and prohibits banks from conditioning the payment of
overdrafts for checks, ACH transactions, or other types of transactions that overdraw the consumer’s account on the
consumer’s opting into an overdraft service for ATM and one-time debit card transactions. For customers who do not
affirmatively consent to overdraft service for ATM and one-time debit card transactions, a bank must provide those
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customers with the same account terms, conditions, and features that it provides to consumers who do affirmatively
consent, except for the overdraft service for ATM and one-time debit card transactions.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATION OF RIVERSIDE

Shareholders should read the following discussion and analysis of Riverside’s financial condition and results of
operations in conjunction with its financial statements and notes thereto included elsewhere in this document.

The purpose of this discussion and analysis is to provide the reader with information pertinent to understanding and
assessing Riverside’s results of operations and financial condition for each of the past two years, including the interim
three months ended March 31, 2014, as well as selected data for the past five years. This section contains
forward-looking statements with respect to Riverside’s financial condition, results of operations and business. These
forward-looking statements involve certain risks and uncertainties. See “Cautionary Note Regarding Forward Looking
Statements” located elsewhere in this document.

Overview

Riverside is a New York state-chartered commercial bank that began operations in February, 1988. Riverside is
headquartered in Poughkeepsie in Dutchess County, New York, with total assets of $225.0 million, total deposits of
$199.4 million and total stockholders’ equity of $25.6 million at March 31, 2014. Riverside provides a traditional set of
lending, deposit and other financial products with an emphasis on commercial real estate and commercial and
industrial loans to small- to mid-sized businesses and individuals. Riverside’s targeted markets are primarily in the
Counties of Dutchess, Orange and Ulster, New York. As of March 31, 2014, Riverside operated four full-service
branches, including its headquarters in Poughkeepsie.

Critical Accounting Policies and Estimates

Riverside’s consolidated financial statements have been prepared in accordance with U.S. GAAP. In the preparation of
its consolidated financial statements, Riverside is required to make estimates, judgments, and assumptions that affect
the reported amounts of assets, liabilities, revenues, and expenses as well as the disclosure of contingent assets and
liabilities. Actual results could differ from those estimates. Riverside’s significant accounting policies are fundamental
to understanding management’s discussion and analysis of financial condition and results of operations. Riverside’s
significant accounting policies are more fully described in Note 1 to its consolidated financial statements included
elsewhere in this document.

Riverside defines its critical accounting policies as those accounting principles generally accepted in the United States
of America that require Riverside to make subjective estimates and judgments about matters that are uncertain and are
likely to have a material impact on the financial condition and results of operations as well as the specific manner in
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which it applies those principles. Riverside believes its critical accounting policies governing the determination of the
allowance for loan losses, assessment of other than temporary impairment of securities and the determination of
income taxes are critical accounting policies. Management has reviewed and approved these critical accounting
policies and has discussed these policies with the Audit Committee of Riverside. Riverside believes the critical
accounting policies used in the preparation of our financial statements that require significant estimates and judgments
are as follows:

O1-
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Allowance for Loan Losses

The allowance for loan losses represents Riverside’s best estimate of probable credit losses inherent in the loan
portfolio. The adequacy of its allowance for loan losses is evaluated regularly. The allowance for loan losses has been
determined in accordance with U.S. GAAP, under which Riverside is required to maintain an adequate allowance for
loan losses. The allowance for loan losses is based upon management’s assessment of several factors including an
assessment of probable losses included in the portfolio, giving consideration to the size and composition of the loan
portfolio, actual loan loss experience, level of delinquencies, detailed analysis of specific loans for which full
collectability may not be assured, the existence and estimated net realizable value of any underlying collateral and
guarantees securing the loans, and current economic and market conditions. Although management uses the best
information available, the level of the allowance for loan losses remains an estimate which is subject to significant
judgment and short-term change. Various regulatory agencies, as an integral part of their examination process,
periodically review Riverside’s allowance for loan losses. Such agencies may require Riverside to make additional
provisions for loan losses based upon information available to them at the time of their examination. Furthermore, the
majority of Riverside’s loans are secured by real estate in New York. Accordingly, the collectability of a substantial
portion of the carrying value of its loan portfolio is susceptible to changes in local market conditions and may be
adversely affected by declines in real estate values. Future adjustments to the allowance for loan losses may be
necessary due to economic, operating, regulatory, and other conditions beyond Riverside’s control. Riverside believes
that its allowance for loan losses is adequate to cover probable loan losses which are specifically identifiable, as well
as losses inherent in its portfolio which are probable but not specifically identifiable.

Assessment of Other than Temporary Impairment

Certain of Riverside’s assets are carried in the consolidated statements of financial condition at fair value or at the
lower of cost or fair value. Valuation allowances are established when necessary to recognize impairment of such
assets. We periodically perform analyses to test for impairment of various assets. In addition to Riverside’s impairment
analyses related to loans and other real estate owned, (“OREQ”), another significant analysis relates to other than
temporary declines in the value of its securities. Riverside conducts a quarterly review and evaluation of the
investment securities portfolio, restricted stocks and other investments to determine if the value of any security has
declined below its carrying value and whether such decline is other than temporary. If such decline is deemed other
than temporary, Riverside would adjust the carrying value of the security by writing down the security to fair value
through a charge to current period earnings. At March 31, 2014, Riverside has determined that all unrealized losses
were temporary in nature.

Income Taxes

Riverside is subject to the income tax laws of the United States and New York where its conducts its business.

Riverside accounts for income taxes by recognizing the amount of taxes payable or refundable for the current year and
deferred tax assets and liabilities for estimated future tax consequences, which require judgment with respect to events
that have been recognized in its consolidated financial statements or tax returns. Fluctuations in the actual outcome of
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future tax consequences, including the recoverability of deferred tax assets, could materially impact Riverside’s
consolidated financial condition or results of operations.

Overview of Results of Operations

Net income for the three months ended March 31, 2014 and 2013 was $464 thousand and $393 thousand, respectively,
or $0.63 and $0.53 per diluted share. The increase in net income reflects an increase in net interest income and a
reduction in the provision for loan loss partially offset by an increase in non-interest expense.

Net income for the years ended December 31, 2013 and 2012 was $1.8 million and $2.0 million, respectively, a
decrease of 7.96%. Riverside’s diluted earnings per share for 2013 were $2.44, a decrease of $0.21 over diluted
earnings per share of $2.65 for 2012. The decline in year over year income reflects a decline in non-interest income as
service charges on deposit accounts and other service charges both declined. In addition, in 2012, Riverside recorded a
$120 thousand gain on the sale of foreclosed assets, while it had no such gains in 2013. Other factors affecting the
year to year comparisons included a decline in total interest income, reflecting the continuing low interest rate
environment, offset by decreases in interest expense and the provision for loan losses. In addition, non-interest
expense increased in 2013 due to higher employee benefits, loan related expenses and other operating expenses,
commensurate with Riverside’s growth has also contributed to the decline of net interest margin.

02
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Net Interest Income

Net interest income for the first quarter of 2014 was $2.2 million, an increase of $100 thousand, or 4.5%, compared to
net interest income of $2.1 million in the first quarter of 2013. Net interest income for the year ended December 31,
2013 was $8.6 million, an increase of $163 thousand, or 1.9%, compared to net interest income of $8.4 million in the
year ended December 31, 2012.

The increase in net interest income was largely attributable to a decrease in Riverside’s interest expense, which was
$266 thousand for the first quarter of 2014, a decrease of $92 thousand compared to interest expenses of $358
thousand for the first quarter 2013, and $1.3 million for the year ended December 31, 2013, a decrease of $195
thousand compared to the year ended December 31, 2012. During 2013, Riverside’s total interest bearing deposits
decreased to $139 million at December 31, 2013 from $155 million at December 31, 2012, while noninterest-bearing
deposits increased from $46.1 million at December 31, 2012 to $55.4 million at December 31, 2013. The change in
the composition of the deposit portfolio, combined with the continuing low interest rate environment, resulted in the
decline in interest expense and the increase in net interest income.

Riverside’s total interest income increased marginally, by $2 thousand, to $2.5 million in the first quarter of 2014 and
from $2.4 million in the first quarter of 2013. For the year ended December 31, 2013, total interest income declined by
$32 thousand to $9.8 million from $9.9 million for the prior year. The decline in interest income in all periods reflects
the continued low rate environment and its impact on both newly originated assets and assets which reprice.
Riverside’s yield on earning assets was 4.72%, 5.09%, 5.00%, and 5.47% for the first quarter of 2014 and 2013 and for
the years ended December 31, 2013 and 2012, respectively.

Provision for Loan Losses

Riverside provides for loan losses by a charge to current income to maintain the allowance for loan losses at an
adequate level to absorb probable losses inherent in its loan portfolio, determined according to its documented
allowance adequacy methodology.

The provision for loan losses was $210 thousand for the three months ended March 31, 2014, compared to $300
thousand for the same period in 2013. For the year ended December 31, 2013, the provision for loan losses was $820
thousand compared to $1.0 million for 2012. The reduction in the provision for loan losses in all periods reflects the
continued reduction in charged off loans as the total loan portfolio credit quality improved. The allowance for loan
losses to total loans ratio was 1.52% and 1.40% at March 31, 2014 and 2013, respectively. At December 31, 2013 and
December 31, 2012, the allowance to total loans ratio was 1.40% and 1.37 %, respectively.
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Non-Interest Income

Non-interest income consists primarily of income on bank-owned life insurance (“BOLI”), service charges, and related
fees on deposit accounts, and other banking services. For the year ended December 31, 2013, non-interest income
represented only 7.8% of total revenues. With Riverside’s focus on net interest income generation, non-interest income
is expected to remain a minor portion of our total revenues.

Non-interest income amounted to $178 thousand for the first three months of 2014 versus $176 thousand for the first
three months of 2013. Non-interest income for the full year 2013 totaled $828 thousand compared to $1.0 million in
2012, a decrease of $173 thousand in 2013 compared to 2012. In 2012, Riverside recognized $120 thousand of gains
on the sale of foreclosed assets, while it did not recognize any gains on the sale of foreclosed assets during 2013. For
the year ended December 31, 2013, income on bank-owned life insurance increased by $25 thousand, partially
offsetting reduced service charges on deposit accounts and other services charges and fees, which decreased $46
thousand and $35 thousand, respectively. The increase in BOLI income during 2013 was due to the purchase of $1.5
million of BOLI in 2013. BOLI income is exempt from federal and state income taxes.
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Non-Interest Expense

Non-interest expense consists of salaries and employee benefits, occupancy, equipment and other expenses related to
conducting Riverside’s operations and growing its business. Other expenses include expenses associated with the
management of problem assets, including OREO.

Non-interest expense stayed flat during the first quarter of 2014 compared to the first quarter of 2013. For the three
months ended March 31, 2014, non-interest expense totaled $1.4 million, an increase of $57 thousand over the $1.4
million in the prior year period. Non-interest expense over the quarterly period reflects a reduction of $17 thousand in
salaries and employee benefit expense, to $849 thousand in the first quarter of 2014, a reduction of $8 thousand in
premises and equipment expense to $171 thousand in the first quarter of 2014, and an increase in additional
non-interest expenses, consisting of directors’ fees of $17 thousand, insurance; legal; and accounting of $19 thousand
and miscellaneous loan expense of $28 thousand.

For 2013, non-interest expense totaled $5.7 million, a 7.3% increase from $5.3 million in 2012. The year over year
increase was primarily due to higher salaries and wages, OREO expense, and professional expenses. These categories
were higher by $188 thousand, $95 thousand, and $68 thousand, respectively, for 2013 compared to 2012. The
increase in salaries and employee benefits was due to normal raises for employees, additional staffing due to
Riverside’s growth and the related benefits costs, which have also been increasing. The higher OREO expenses, net,
for the yearly comparative period reflects property taxes and upkeep on the bank-owned properties. The higher
professional and legal expenses resulted primarily from consulting and compliance expense related to due to new and
increasing regulations.

Riverside’s efficiency ratio, a non-U.S. GAAP financial measure that it believes is a widely followed metric in the
banking industry, measures operating expenses as a percentage of net revenue, and is computed by dividing total
non-interest expense by the sum of net interest income and non-interest income less net gains or losses on sales of
securities and loans held for sale. Riverside’s efficiency ratio was 59.97% for the first three months of 2014 compared
to 59.99% for the same period in 2013. Riverside’s efficiency ratio for 2013 was 60.15% compared to 56.46% for
2012.

Income Taxes

Income tax expense was $267 thousand for the first quarter of 2014 versus $208 thousand for the first quarter of 2013,
and $1.1 million for the year ended December 31, 2013 versus $1.1 million for the year ended December 31, 2012.
The effective tax rate, which is derived from both federal and New York statutory income tax rates, is approximately
37.2% for 2013; an increase from 36.6% for 2012. The actual tax expense for the years ended December 31, 2013 and
2012 differs from the statutory federal tax rate due principally to New York State taxes, tax-exempt investment
income and income from BOLI.
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Overview of Financial Condition

General

At March 31, 2014, Riverside’s total assets were $225.0 million, total loans were $185.2 million and total deposits
were $198.2 million, compared to total assets of $221.3 million, total loans of $184.1 million and total deposits of
$195.0 million at December 31, 2013 and total assets of $227.0 million, total loans of $172.8 million and total
deposits of $201.0 million at December 31, 2012.

Loans

Riverside’s primary source of income is interest on loans. Riverside’s loan portfolio consists primarily of commercial
real estate loans secured by commercial properties and commercial and industrial loans. Riverside’s loan portfolio is
the highest yielding component of its interest earning asset base.

For the first three months of 2014, total (net) loans grew $1.2 million or 0.6% to $185.2 million. Total (net) loans at
December 31, 2013, were $184 million, an increase of 6.35% compared to $173 million at year end 2012. Growth for
the comparative periods has been primarily in commercial real estate and commercial and industrial loans, and reflects
an increase of new customers to Riverside through continued marketing and calling efforts by its senior management.

-94-

207



Edgar Filing: SALISBURY BANCORP INC - Form S-4

Riverside is experiencing increased competition reflected in aggressive pricing and terms offered by its competitors.
Riverside continues to focus its efforts on building new relationships and providing quality service to its established
loan customers who value its relationship banking philosophy.

The following table sets forth the classification of Riverside’s gross loans by loan portfolio class as of the periods
indicated:

March 31,2014  December 31,2013  December 31, 2012

Commercial real estate $110,036,493 $106,468,173 $99,056,158
Commercial and industrial 74,525,586 75,158,343 69,401,863
Commercial construction 3,262,130 4,688,008 6,420,700

Consumer 388,522 544,704 407,387

Total loans 188,212,731 186,859,228 175,286,108

Net deferred loan fees/costs (165,642 ) (151,507 ) (81,764 )
Allowance for loan losses (2,860,330 ) (2,622,811 ) (2,409,979 )
Loans receivable, net $185,186,759 $184,084,910 $172,794,365

At March 31, 2014, total commercial loans represented 99.8% of total loans. Riverside manages risk associated with
its commercial portfolio through underwriting policies and procedures, diversification and loan monitoring efforts.
Riverside’s underwriting standards include requiring independent third-party appraisals, periodic property inspections,
analyses of the quality and experience of the organization or developer managing each property, and evaluations of the
cash flow capability of borrowers to repay loans. In addition to real estate collateral, the majority of Riverside’s
commercial loans are secured by business assets and many are supported by personal guarantees and other assets of
the principals or the borrower.

Commercial and industrial loans are comprised of general purpose commercial and industrial lending including term
loans, time notes and lines or credit. Commercial and industrial loans generally involve a higher degree of credit risk
because the collateral underlying the loans may be in the form of intangible assets and/or inventory subject to market
obsolescence. Commercial and industrial loans can also involve relatively large loan balances to single borrowers or
groups or related borrowers, with the repayment of such loans typically dependent on the successful operation and
income stream of the borrower. Such risks can be significantly affected by economic conditions. Commercial and
industrial loans decreased $633 thousand, or .8%, to $74.5 million at March 31, 2014, compared to $75.2 million at
December 31, 2013. Commercial and industrial loans grew $5.8 million, or 8.3%, in 2013 compared to 2012.

Commercial real estate primarily consists of mortgages to finance the purchase of commercial property. Commercial
real estate lending generally involves a high degree of risk because payments on loans secured by commercial real
estate properties are often dependent on the successful operation or management of the properties, and/or the collateral
value of the real estate securing the loan. Repayment of such loans may be subject to adverse conditions in the real
estate market or economic conditions in the local economy. Also, commercial real estate loans typically involve large
loan balances to single borrowers or groups or related borrowers. Commercial real estate loans increased by $3.7
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million, or 3.4%, for the three months ended March 31, 2014, to $110 million compared to $106 million at December
31, 2013. Commercial real estate loans grew $7.4 million, or 7.5%, in 2013 compared to 2012.

Commercial construction primarily consists of loans to finance the construction of commercial property that normally
convert to a permanent mortgage at the end of' the construction phase. Risk of loss on a construction loan depends
largely upon the accuracy of the initial estimate of the value of the property at completion compared to the estimated
cost of construction. Commercial construction loans decreased by $1.4 million, or 30.4%, for the three months ended
March 31, 2014, to $3.3 million compared to $4.7 million at December 31, 2013. Commercial construction loans
declined $1.7 million, or 27.0%, in 2013 compared to 2012.

Consumer loans consist of secured and unsecured personal loans and overdraft protection lines. Consumer loans tend
to have a higher credit risk due to the loans being either unsecured or secured by rapidly depreciable assets.
Furthermore, consumer loan payments are dependent on the borrower's continuing financial stability, and therefore are
more likely to be adversely affected by job loss, divorce, illness or personal bankruptcy. Consumer loans decreased by
$156 thousand, or 28.7%, for the three months ended March 31, 2014, to $389 thousand compared to $545 thousand
at December 31, 2013. Consumer loans increased $137 thousand, or 33.7%, in 2013 compared to 2012.
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For further discussion on the composition of Riverside’s loan portfolio, see Note 3 to its consolidated financial
statements located elsewhere in this document.

Asset Quality

Extending credit to its borrowers exposes Riverside to credit risk, which is the risk that the principal balance of a loan
and related interest will not be collected due to the inability of the borrower to repay the loan. Riverside seeks to
manage credit risk by carefully analyzing both the debt service capacity of a borrower and the underlying collateral
securing their loan. Riverside manages credit risk in its loan portfolio through written loan policies, which establish
underwriting standards or limits deemed necessary or prudent. These guidelines are approved by Riverside’s board of
directors.

Nonperforming assets totaled $1.5 million, or 0.70% of total assets, at March 31, 2014, an increase from
nonperforming assets of $1.4 million, or 0.64% of total assets, at year-end 2013. The allowance for loan losses was
$2.9 million, representing 1.52% of loans receivable and 238.3% of nonaccrual loans at March 31, 2014. At year-end
2013, the allowance was $2.6 million representing 1.40% of loans receivable and 1.873% of nonaccrual loans. There
were $28 thousand in net recoveries recorded during the first quarter of 2014.

Asset Classification

Federal regulations and Riverside’s policies require that Riverside utilize an internal asset classification system as a
means of reporting and tracking problem and potential problem assets. Federal banking regulations set forth a
classification grid for problem and potential problem assets as “substandard,” “doubtful” or “loss” assets. Loans classified as
“substandard” have a well-defined weakness or weaknesses that jeopardize the liquidation of the debt. An asset is
considered “substandard” if it is inadequately protected by the current sound net worth and paying capacity of the
obligor or of the collateral pledged, if any. “Substandard” assets include those characterized by the distinct possibility
that the insured institution will sustain some loss if the deficiencies are not corrected. Assets classified as “doubtful”
have all of the weaknesses inherent in those classified “substandard” with the added characteristic that the weaknesses
present make collection or liquidation in full, on the basis of currently existing facts, conditions, and values, highly
improbable. Assets classified as “loss” are those considered uncollectible and are charged to the allowance for loan
losses. Assets which do not currently expose Riverside to sufficient risk to warrant classification in one of the
aforementioned categories but possess weaknesses are designated “other assets especially mentioned.” Loans not
classified are rated pass.

Riverside formally reviews the ratings on all criticized and classified loans. The table below sets forth information on
its classified assets and assets designated special mention at the dates indicated.
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Classified Loans:
Substandard
Doubtful
Loss

Total classified loans

Special mention loans

March
31,
2014 2013 2012
(in thousands)

December 31,

$4,204 $4,328 $2,371
366 59 214
4,570 4,387 2,586
2,261 1,909 2,769

Total classified and special mention loans $6,831 $6,296 $5,355

2011

$3,975
182
4,157
3,703

$7,860
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The following tables show the delinquencies in Riverside’s loan portfolio as of the dates indicated.

Commercial
real estate
Commercial
& industrial
Commercial
construction
Consumer
Total

Commercial
real estate
Commercial
& industrial
Commercial
construction
Consumer
Total

Nonperforming Assets and Troubled Debt Restructured Loans (TDRs)

Number

@)}

March 31, 2014
Loans Delinquent 30-89 Days

Amount

$303,928

$303,928

December 31, 2013

% of
Total

100 %

100 %

Loans Delinquent 30-89 Days

Number

2

2

Amount

$1,557,654

$1,557,654

% of
Total

100 %

100 %

Number

2

Amount

$1,199,963

$1,199,963

Loans Delinquent 90 Days or
More

% of
Total

100 %

100 %

Loans Delinquent 90 Days or

More

Number

1

1

Amount

$140,000

$140,000

% of
Total

100 %

100 %

Total Delinquent Loans

Number

2

oo

Total Delinquent Loans

Number

3

3

Amount

$1,199,963

$303,928

1,503,891

Amount

$1,697,654

$1,697,654

% of
Total

798 %

202 %

100 %

% of
Total

100 %

100 %

The following table sets forth information concerning Riverside’s nonperforming assets and troubled debt restructured
loans as of the dates indicated:

December 31,
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Nonaccrual loans:
Commercial real estate
Commercial & industrial
Commercial construction
Consumer

Total nonaccrual loans
Loans past due 90 days or
more and still accruing
Total nonperforming loans
Other real estate owned
Total non-performing assets
Performing troubled debt
restructured loans
Nonaccrual loans to total
loans

Non-performing loans to
total loans
Non-performing assets to
total assets
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March 31,
2014

$1,199,963

$1,199,963

$1,199,963
$375,000
$1,574,963

$1,836,629
0.65
0.65

0.70

%

%

%

2013

$140,000

$140,000

$140,000
$375,000
$515,000

$1,846,669
0.07
0.07

0.23

%

%

%

2012

$1,458,342

$1,458,342

$1,458,342

$1,458,342
1,845,763

0.83
0.83

0.64

%

%

%

2011

$1,547,119
449,203
450,000

$2,446,322

$2,446,322

$2,446,322
$926,420

1.58
1.58

1.31

%

%

%

2010

$241,653
330,841
185,000

$757,494
834,240
$1,591,734

$1,591,734
$2,353,000

0.52
1.08

0.86

%

%

%

2009

$1,080,000

75,000
$1,155,000

$1,155,000

$1,155,000
$2,395,000

0.81
0.81

0.67
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Nonperforming assets include nonperforming loans and other real estate owned (“OREQO”). Nonperforming loans
consist of loans on a nonaccrual basis and loans past due 90 days or more and still accruing. Nonperforming loans
totaled $1.2 million, or 0.64% of total loans, at March 31, 2014, compared to $140 thousand, or .07% of total loans, at
December 31, 2013, and $1.46 million, or 0.83% of total loans, at December 31, 2012.

The accrual of interest is discontinued on a loan, meaning the loan is placed on nonaccrual status, when the
contractual payment of principal or interest has become 90 days past due or management has serious doubt about
further collectability of principal or interest, even though the loan is currently performing. A loan may remain on
accrual status if it is in the process of collection and is well secured. When a loan is placed on nonaccrual status,
unpaid interest credited to income is reversed. Interest income is not accrued on these loans until the loan is brought
current, is performing in accordance with the contractual terms for a reasonable period of time, and the ultimate
collectability of principal and interest is no longer in doubt.

There were no loans 90 days or more past due and still accruing at March 31, 2014. At December 31, 2013 and
December 31, 2012, there were no loans 90 days or more past due and still accruing.

Real estate that is acquired through foreclosure or deed in lieu of foreclosure in partial or total satisfaction of loans is
classified as OREO. The properties are recorded at fair value less estimated costs to sell at the date acquired. When a
property is acquired, the excess of the loan balance over the fair value is charged to the allowance for loan losses. Any
subsequent write downs that may be required to the carrying value of the property are recorded in non-interest
expense. At March 31, 2014 and December 31, 2013, OREO totaled $375 thousand. Riverside had no OREQO at
December 31, 2012.

A loan is classified as a troubled debt restructuring (“TDR”) when a concession that Riverside would not otherwise have
considered is granted to a borrower experiencing financial difficulty. All of Riverside’s current TDRs involve the
restructuring of loan terms to reduce the total payment. At March 31, 2014, Riverside had 3 TDRs totaling

$1,836,629. At December 31, 2013, it had three TDRs with a recorded balance of $1,846,669 and a specific reserve
allocation of $390 thousand, all of which were performing pursuant to the terms of their modification. At December

31, 2012, Riverside had two performing TDRs with a recorded investment of $1,845,763 and a specific reserve
allocation of $221 thousand. Through March 31, 2014, none of Riverside’s TDRs have subsequently defaulted.

Riverside accounts for its impaired loans in accordance with U.S. GAAP. An impaired loan generally is one for which
it is probable, based on current information and events, that it will not collect all the amounts due under the
contractual terms of the loan agreement. Impairment is measured on a loan-by-loan basis for commercial and
industrial loans and commercial real estate loans by either the present value of expected future cash flows discounted
at the loan’s effective interest rate or the fair value of the collateral, if the loan is collateral dependent. Large groups of
smaller balance homogeneous loans are collectively evaluated for impairment. Total impaired loans amounted to $4.1
million at March 31, 2014, compared to $2.8 million and $2.7 million at December 31, 2013 and 2012, respectively.
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Allowance for Loan Losses (“ALL”)

The allowance for loan losses is a reserve established through charges to earnings in the form of a provision for loan
losses. Riverside maintains an allowance for loan losses at a level considered adequate to provide for all known and
probable incurred losses in the portfolio. The level of the allowance is based on management’s evaluation of estimated
losses in the portfolio, after consideration of risk characteristics of the loans and prevailing and anticipated economic
conditions. Loan charge-offs (i.e., loans judged to be uncollectible) are charged against the reserve and any subsequent
recovery is credited. Riverside’s officers analyze risks within the loan portfolio on a continuous basis and through an
external independent loan review function, and the results of the loan review function are also reviewed by its Audit
Committee. A risk system, consisting of multiple grading categories for each portfolio class, is utilized as an
analytical tool to assess risk and appropriate reserves. In addition to the risk system, management further evaluates
risk characteristics of the loan portfolio under current and anticipated economic conditions and considers such factors
as the financial condition of the borrower, past and expected loss experience, and other factors which management
feels deserve recognition in establishing an appropriate reserve. These estimates are reviewed at least quarterly and, as
adjustments become necessary, they are recognized in the periods in which they become known. Although
management strives to maintain an allowance it deems adequate, future economic changes, deterioration of borrowers’
creditworthiness, and the impact of examinations by regulatory agencies all could cause changes to its allowance for
loan losses.
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At March 31, 2014, the allowance for loan losses totaled $2.9 million, an increase of $300 thousand, or 1.2%, from
$2.6 million at December 31, 2013. The allowance for loan losses at December 31, 2013 reflected an increase of $213
thousand, or 8.8%, from $2.4 million at December 31, 2012. The ratio of the allowance for loan losses to total loans
was 1.52%, 1.40% and 1.39%, at March 31, 2014, December 31, 2013 and December 31, 2012, respectively.

The following table provides information regarding loans charged off, loan recoveries, the provision for loan losses
and the allowance for loan losses for each of the periods presented.

Three months ended March 31, Years ended December 31,

2014 2013 2012 2011 2010 2009
Balance — beginning of period $2,622,811 $2,409,979 $2,624,518 $2,590,919 $2,190,794 $1,870,526
Loans charged off:
Commercial real estate — 430,764 310,379 379,732 165,000 432,825
Commercial & industrial — 233,283 1,191,893 847,127 544,693 1,366,103
Commercial construction — — — — — —
Consumer — — 204 25,892 6,471 100,135
Total charge offs — $664,047 $1,502,836 $1,252,751 $716,164 $1,901,063
Recoveries on loans previously
charged off:
Commercial real estate $15,500 $10,038 $241,000 $81,234 $2,933 $63,370
Commercial & industrial 11,967 46,588 46,960 154,355 13,356 350,661
Commercial construction — — — — — 7,300
Consumer 52 253 337 761 — —
Total recoveries $27,519 $56,879 $288,297  $236,350 $16,289 $421,331
Net charge offs +$27,519 $607,168 $1,214,539 $1,016,401 $699,875  $1,479,732
Provision for loan losses 210,000 820,000 1,000,000 1,050,000 1,100,000 1,800,000
Balance — end of period $2,860,330 $2,622,811 $2,409,979 $2,624,518 $2,590,919 $2,190,794

Allocation of the Allowance for Loan Losses

The following tables describe the allocation of the allowance for loan losses among the various categories of loans and
certain other information as of the dates indicated. The general allocation of the loan loss allowance is important to
maintain the overall allowance at a level that is adequate to absorb credit losses inherent in the total loan portfolio.
The allocation is made for analytical purposes only and is not necessarily indicative of the categories in which future
loan losses may occur. The total allowance is available to absorb losses from any category of loans.

March 31, 2014 December 31, 2013
% of % of % of % of
i;lc:unt Total Total i;lgunt Total Total
ALL loans ALL loans

216



Edgar Filing: SALISBURY BANCORP INC - Form S-4

Commercial real estate $1,620,264 56.6%
Commercial and industrial 1,094,743 38.2%

Commercial construction 47,800 1.7 %
Consumer 1,554 d %
Unallocated 95,969 34 %
Total $2,860,330 100 %

December 31, 2012

ALL % of
Amount Total
ALL

Commercial real estate $1,356,140 56.3%
Commercial and industrial 679,503 28.2%

Commercial construction 47,280 2.0 %
Consumer 15,242 6 %
Unallocated 311,814 12.9%
Total $2,409,979 100 %
-99_

0.01% $1,485,801 56.6%
0.01% 1,002,508 38.2%
— % 44,256 1.7 %
— % 1,391 d %
N/A 88,855 34 %
1.5 % $2,622,811 100 %

December 31, 2011

% of % of
Total i;lgunt Total
loans ALL

0.01% $1,427,551 54.4%
— % 983,660 37.5%
— % 82,969 32 %
— % 3,051 d %
N/A 127,287 4.8 %
1.5 % $2,624,518 100 %

0.01%
0.01%
— %
— %
N/A

14 %

% of
Total
loans

N/A
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Investment Securities

The investment securities portfolio is used principally to manage liquidity. The portfolio is generally structured to
provide consistent cash flows to enhance liquidity and provide funding for loan growth. At March 31, 2014, the
portfolio was composed of obligations of U.S. government agencies, agency mortgage-backed securities, and
tax-exempt obligations of state and political subdivisions.

Investment securities are classified as “held to maturity” (“HTM”), “available for sale” (“AFS”), or “trading” at time of purcha
Securities are classified as HTM based upon Riverside’s intent and ability to hold them to maturity. Such securities are
stated at amortized cost or book value and adjusted for unamortized purchase premiums and discounts. Securities
which are bought and held principally for resale in the near term are classified as trading securities, which are carried
at market value. Realized gains and losses as well as gains and losses from marking the portfolio to fair value are
included in trading revenue. Riverside has no trading securities. Securities not classified as HTM are classified as
AFS. AFS securities are those securities that Riverside intends to hold for an indefinite period of time but not
necessarily to maturity and are carried at fair value. Unrealized gains and losses on AFS securities are reported as a
component of accumulated other comprehensive income, net of tax, which is included in stockholders’ equity. Any
decision to sell a security classified as AFS would be based on various factors, including significant movements in
interest rates, changes in the maturity mix of assets and liabilities, liquidity needs, regulatory capital considerations
and other similar factors. At both March 31, 2014 and December 31, 2013, all of Riverside’s securities were classified
as AFS.

The carrying value of Riverside’s investment securities portfolio at March 31, 2014 was $16.3 million, a decrease of
$4.1 million, or 20.3%, from $20.4 million at December 31, 2013. The securities portfolio at December 31, 2012
totaled $14.3 million. The decrease in Riverside’s securities portfolio in the first quarter reflects the conversion of
securities to cash to fund the loan growth, while the year over year increase was primarily due to increased cash from
deposits based on the continued marketing and calling efforts by its senior management.

Deposits

Deposits are Riverside’s primary source of funds to support its earning assets. Total deposits reached $198.2 million at
March 31, 2014, an increase of 1.8% from $194.7 million at December 31, 2013. Total deposits were $201.0 million
at December 31, 2012.

The increase in Riverside’s deposits over the first quarter of 2014 reflects a $4 million increase in time deposits. The
increase reflects an increase in deposits needed to fund first quarter loan demand. The year over year decline reflects
declines of $10.3 million in money market accounts from $58.5 million at December 31, 2012 to $48.2 million at
December 31, 2013, as well as of $7.5 million in total time deposits from $72.7 million at December 31, 2012 to $65.1
million at December 31, 2013, offset partially by gains in noninterest-bearing deposits of $9.3 million from $46.1
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million at December 31, 2012 to $55.4 million at December 31, 2013. The decrease in money market accounts and
time deposits was a result of one large deposit that was received in December and withdrawn in January, while the
increase in noninterest-bearing deposits was a result of an increase in customers through the ongoing marketing and
calling efforts by Riverside’s senior management.

Lines of Credit

Riverside has two overnight Fed Funds lines of credit. One is a $5.0 million secured line and the other is a $1.5
million unsecured line. Available for sale securities are pledged as collateral for the secured line. Riverside did not
have any outstanding borrowings at December 31, 2013 and 2012, respectively.

Liquidity

Liquidity is a measure of a bank’s ability to fund loans, withdrawals or maturities of deposits, and other cash outflows
in a cost-effective manner. Riverside’s principal sources of funds include deposit growth, scheduled amortization and
prepayments of loan principal, and funds provided by operations. While scheduled loan payments are relatively
predictable sources of funds, deposit flow and loan prepayments are greatly influenced by general interest rates,
economic conditions and competition.

-100-
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At March 31, 2014, the amount of liquid assets remained at a level management deemed adequate to ensure that, on a
short- and long-term basis, contractual liabilities, depositors’ withdrawal requirements, and other operational and
customer credit needs could be satisfied. As of March 31, 2014, liquid assets (cash and due from banks, and federal
funds sold) were $16.1 million, which represented 7.2% of total assets, compared to $9.4 million at December 31,
2013, which represented 4.3% of total assets on such date, or $34.2 million at December 31, 2012, which represented
15.1% of total assets on such date.

Riverside’s cash and cash equivalents increased to $16.1 million at March 31, 2014 from $9.4 million at December 31,
2013, an increase of 71%. The increase in cash and cash equivalents reflects cash flow from the amortization and
prepayment of securities being maintained in liquid investments in order to comply with the merger agreement.
Riverside’s cash and cash equivalents decreased by $24.8 million from $34.2 million at December 31, 2012, to $9.4
million at December 31, 2013. The year over year decline in its cash and cash equivalents reflect the opportunity to
invest cash in securities and loans to gain a higher interest rate return.

Off-Balance Sheet Arrangements

Riverside is a party to financial instruments with off-balance-sheet risk in the normal course of business to meet the
financing needs of its customers. These financial instruments include commitments to extend credit and standby
letters of credit. Those instruments involve, to varying degrees, elements of credit and interest rate risk in excess of
the amount recognized in the consolidated statements of financial condition. Riverside’s exposure to credit loss in the
event of non-performance by the counter party to these instruments is represented by the contractual amount of those
instruments. Riverside uses the same credit analyses in making commitments and conditional obligations as it does for
on-balance-sheet instruments. Commitments under performance standby letters of credit do not necessarily represent
future cash requirements, in that these commitments often expire without being drawn upon.

Further discussion of these commitments is included in Note 13 to its Consolidated Financial Statements located
elsewhere in this document.

Asset and Liability Management

Asset and liability management involves the evaluation, monitoring, and managing of market risk, interest rate risk,
liquidity risk and the appropriate use of capital, while maximizing profitability. Riverside’s Asset and Liability

Committee (“ALCQO”) provides oversight to the asset and liability management process. ALCO recommends policy
guidelines regarding exposure to interest rates, and liquidity and capital limits for approval by its board of directors.
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The primary goals of Riverside’s interest rate risk management process are to control exposure to interest rate risk
inherent in its balance sheet, determine the appropriate risk level given its strategic objectives, and manage the risk
consistent with limits and guidelines approved by ALCO and its board of directors. On a quarterly basis, Riverside
provides a detailed review of its interest rate risk position to ALCO and the board of directors.

Riverside manages and controls interest rate risk by identifying and quantifying interest rate risk exposures through
the use of net interest income simulation and economic value at risk models. Various assumptions are used to produce
these analyses, including, but not limited to, the level of new and existing business, loan and investment prepayment
speeds, deposit flows, interest rate curves and competitive pricing.

Interest Rate Sensitivity Analysis

At March 31, 2014, and December 31, 2013 and 2012, the results of the models were within guidelines prescribed by
Riverside’s board of directors. If model results were to fall outside prescribed ranges, action plans, including additional
monitoring and reporting to the board, would be required by ALCO and management until guidelines were back
within prescribed limits.
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Riverside’s simulation model measures the volatility of net interest income to changes in market interest rates.
Riverside measures the sensitivity of net interest income over 12- and 24-month time horizons. Policy guidelines have
been established for rate shocks, positive and negative, ranging from -200 to +400 basis points. Rates are shocked
immediately in year 1 with rates remaining stable in year 2. Yield curve shifts are parallel and instantaneous. For
example, ALCO has established a policy that net interest income sensitivity is acceptable if net interest income in the
+/- 200 basis points scenarios are within a 20% change in net interest income in the first twelve months and within a
20% change over the two year time frame. The net interest income simulation models for March 31, 2014 and
December 31, 2013 show that over the next 12-month period, a +200 basis points rate shock will increase Riverside’s
net interest income by 1% and 2%, respectively. For the -200 basis points rate shock net interest income over the next
year is estimated to decrease -12% and -12 %, respectively. As of March 31, 2014 and December 31, 2013, net
interest income is projected over the next 24-month period in a +200 basis points rate to increase 3% and 4%,
respectively. Riverside believes its interest rate risk position to be relatively balanced in an increasing or decreasing
rate environment at March 31, 2014.

Riverside measures long-term interest rate risk through an Economic Value of Equity (“EVE”) model. This model
involves projecting asset and liability cash flows to their maturity dates, discounting those cash flows at appropriate
interest rates, and then aggregating the discounted cash flows. Riverside’s EVE is the estimated net present value of
these discounted cash flows. The variance in the economic value of equity is measured as a percentage of the present
value of equity. The sensitivity of EVE to changes in the level of interest rates is a measure of the sensitivity of
long-term earnings to changes in interest rates. Riverside uses the sensitivity of EVE principally to measure the
exposure of equity to changes in interest rates over a relatively long time horizon. Based on the underlying
assumptions, Riverside was within its policy guidelines at March 31, 2014, and December 31, 2013. Riverside’s EVE
as of Marc
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