

















THE CO-OPERATIVE CENTRAL BANK

MARCUM

ACCOUNTANTS 4 ADVISORS

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
The Co-operative Central Bank
Boston, Massachusetts

Report on the Combining Financial Statements

We have audited the accompanying combining financial statements of The Co-operative Central Bank (the “Bank”), which comprise
the individual funds and combining statement of financial condition as of August 31, 2015, and the related individual funds and
combining statements of income and retained earnings, comprehensive income, and cash flows for the year then ended, and the related
notes to the financial statements. We have also audited the accompanying combined financial statements of The Co-operative Central
Bank, which comprise the combined statement of financial condition as of August 31, 2014, and the related combined statements of
income and retained earnings, comprehensive income, and cash flows for the year then ended, and the related notes to the financial
statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these combining financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of combining financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these combining financial statements based on our audits. We conducted our audits in
accordance with auditing standards generally accepted in the United States of America. Those standards require that we plan and
perform the audits to obtain reasonable assurance about whether the combining financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the combining financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement
of the combining financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal
control relevant to the Bank’s preparation and fair presentation of the combining financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Bank’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the combining financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion

In our opinion, the 2015 combining financial statements referred to above present fairly, in all material respects, the individual funds
and combining financial position of The Co-operative Central Bank as of August 31, 2015, and the results of their operations and their
cash flows for the year then ended in accordance with accounting principles generally accepted in the United States of America. Also,
in our opinion, the 2014 combined financial statements present fairly, in all material respects, the combined financial position of The
Co-operative Central Bank as of August 31, 2014, and the results of their operations and their cash flows for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Boston, MA
November 6, 2015



THE CO-OPERATIVE CENTRAL BANK

COMBINING STATEMENTS OF FINANCIAL CONDITION

August 31, 2015 2014
Share
Reserve Insurance
Fund Fund Combined Combined
ASSETS
Cash and cash equivalents $ 2,890,126 $ 1061865 $ 3951991 $ 3,638,346
Investment securities:

Securities available-for-sale 39,997,800 87,103,703 127,101,503 127,354,119
Capital assistance — 1,963,750 1,963,750 1,963,750
Assessment receivables — 483,633 483,633 708,768
Accrued interest receivable 120,044 298,009 418,053 423270
Office equipment, net — 25,299 25,299 12,016
Other assets 71,166 5,697,104 5,768,270 5,811,401

Total Assets $ 43,079,136 $ 96,633,363 $139,712,499 $139,911,670
LIABILITIES AND EQUITY
Deposits by member banks $ 31,771,807 $ — $ 31,771,807 $ 32,039,627
Accrued expenses and other liabilities 184,015 6,000 190,015 245,157
Total Liabilities 31,955,822 6,000 31,961,822 32,284,784
Retained earnings 11,179,741 96,464,692 107,644,433 107,585,675
Accumulated other comprehensive
income (loss) (56.427) 162,671 106,244 41,211
Total Equity 11,123,314 96,627,363 107,750,677 107,626,886
Total Liabilities and Equity $ 43,079,136 $ 96,633,363 $139,712,499 $139,911,670




THE CO-OPERATIVE CENTRAL BANK

COMBINING STATEMENTS OF INCOME AND RETAINED EARNINGS

Years Ended August 31,

Interest Income:
Investment securities
Capital assistance

Total Interest Income

Expenses:
Salaries and related benefits
Occupancy
Legal
Director fees
Other operating expenses

Total Expenses

Noninterest Income (Expense):

Assessment income
Other income

Net Income

Retained Earnings:
Beginning of year
End of year

2015 2014
Share
Reserve Insurance
Fund Fund Combined Combined
$ 346236 $ 1746286 $ 2,092,522 $ 2,113,715
— — — 17,348
346,236 1,746,286 2,092,522 2,131,063
200,948 1,138,500 1,339,448 1,409,823
23305 107,497 130,802 234,172
17,668 141,332 159,000 204,045
14,448 81,800 96,248 98,898
46,812 276,454 323,266 297,498
303,181 1,745,583 2,048,764 2,244 436
43,055 703 43,758 (113,373)
_ — — 166,815
— 15,000 15,000 74,186
— 15,000 15,000 241,001
43,055 15,703 58,758 127,628
11,136,686 96,448,989 107,585,675 107,458,047
$ 11,179,741  $ 96,464,692 $107,644,433 $107,585,675

See accompanying notes to combining financial statements.

6



THE CO-OPERATIVE CENTRAL BANK

COMBINING STATEMENTS OF COMPREHENSIVE INCOME

Years Ended August 31, 2015 2014
Share
Reserve Insurance

Fund Fund Combined Combined

Net Income $ 43,055 $ 15,703  $ 58,758 $ 127,628

Other Comprehensive Income:
Unrealized holding gains (losses)
on available-for-sale securities

arising during the period 19,724 45,309 65,033 959,974
Other Comprehensive Income 19,724 45,309 65,033 959,974
Comprehensive Income $ 62,779 $ 61012 $ 123,791 $ 1,087,602

See accompanying notes to combining financial statements.
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THE CO-OPERATIVE CENTRAL BANK

COMBINING STATEMENTS OF CASH FLOWS

Years Ended August 31, 2015 2014
Share
Reserve Insurance
Fund Fund Combined Combined
Cash flows from operating activities:
Net Income $ 43055 % 15,703  $ 58,758 $ 127,628
Adjustments to reconcile net income
to net cash provided by
operating activities:
Net accretion of securities
premiums/discounts 42,123 243 302 285,425 271,509
Depreciation expense — 10,212 10,212 9,199
Cash surrender value of
life insurance — (15,000) (15,000) (15,000)
Net change in:
Assessment receivables — 225,135 225,135 58,320
Accrued interest receivable (16,609) 21,826 5,217 154,176
Other assets 61,130 (2,999) 58,131 7,962
Interest payable — — — (20,420)
Accrued expenses and
other liabilities (5,842) (49,300) (55,142) (76,122)
Net cash provided by
operating activities 123,857 448,879 572,736 517,252
Cash flows from investing activities:
Proceeds from maturities and calls
of available-for-sale securities 9,363,581 13,000,000 22,363,581 27,000,000
Purchases of available-for-sale
securities (8,034450) (21,740,188)  (29,774,638) (31,784,223)
Principal payments received on
mortgage-backed securities — 7.443,281 7,443,281 4422117
Principal collected on loans 2,600,000 — 2,600,000 2,500,000
Principal disbursed for loans (2,600,000) — (2,600,000) (2,500,000)
Purchases of office equipment — (23,495) (23,495) —
Net cash provided by (used in)
investing activities 1,329,131 (1,320.,402) 8,729 (362,106)
Cash flows from financing activities:
Deposit repayments (267,820) — (267,820) (631,766)
Net cash used in
financing activities (267,820) — (267,820) (631,766)
Net increase (decrease) in cash
and cash equivalents 1,185,168 (871,523) 313,645 (476,620)
Cash and cash equivalents
at beginning of year 1,704 958 1,933,388 3,638,346 4,114,966
Cash and cash equivalents
at end of year $ 2,890,126 $ 1,061,865 $ 3,951,991 $ 3,638,346

See accompanying notes to combining financial statements.
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THE CO-OPERATIVE CENTRAL BANK

NOTES TO COMBINING FINANCIAL STATEMENTS
Years Ended August 31, 2015 and 2014

A. ORGANIZATION
AND DESCRIPTION
OF BUSINESS

B. SUMMARY OF
SIGNIFICANT
ACCOUNTING
POLICIES

The Co-operative Central Bank (the Bank) was established by an Act of the
Massachusetts legislature in 1932, as amended. The Bank is comprised of two
separate and distinct funds.

The Reserve Fund was established in 1932 for the purpose of centralizing reserve
funds to promote elasticity and flexibility of resources. Member banks maintain
deposit balances with the Reserve Fund and may borrow from the Fund on a
demand basis from time to time for liquidity or other short term purposes.

The Share Insurance Fund (SIF) was established in 1934 for the insurance

of all deposits in Massachusetts co-operative banks. In 1987, deposits in all
Massachusetts co-operative banks became insured by the Federal Deposit
Insurance Corporation (FDIC) up to current FDIC limits. Since that date the
Share Insurance Fund insures deposits in member co-operative banks which are
in excess of the current FDIC limit.

The two funds may not be commingled and the assets of one do not stand behind
the liabilities of the other. The combining financial statements include the
financial statements of these two separate and distinct funds.

In the event a member bank converts to a federal charter or is acquired by a non-
member bank in a merger, its membership in the Bank is terminated, its deposit
in the Reserve Fund is returned and the withdrawing member retains no further
rights or interest in the Bank.

A member bank that is determined by the Board of Directors of the Bank to pose
a greater than normal loss exposure risk to the SIF may, with the approval of the
Commissioner of Banks of the Commonwealth of Massachusetts, be required

to take action(s) to mitigate the risk. The member bank then has the option of
complying with the requested mitigation or withdrawing from membership. If
the member elects to withdraw, its excess deposit insurance coverage from

the Share Insurance Fund is phased out and the withdrawing member receives
back its Reserve Fund deposit and relinquishes any further interest in the Share
Insurance Fund.

The following items comprise the significant accounting policies which the Bank
follows in preparing and presenting its financial statements.

Method of accounting
The combining financial statements are prepared on the accrual basis of
accounting.

Use of estimates in preparation of financial statements

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America, requires management to
make estimates and assumptions that affect the reported amount of assets and
liabilities and disclosure of contingent assets and liabilities on the date of the
financial statements and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates. A material
estimate that is particularly susceptible to significant change in the near term
relates to the determination of the accrued loss contingency.



THE CO-OPERATIVE CENTRAL BANK

NOTES TO COMBINING FINANCIAL STATEMENTS (Continued)
Years Ended August 31, 2015 and 2014

B. SUMMARY OF
SIGNIFICANT
ACCOUNTING
POLICIES

(Continued)

Cash equivalents

For purposes of the statements of cash flows, the Bank considers all highly
liquid debt instruments, with an initial maturity of three months or less, when
purchased, to be cash equivalents.

Recognition of income

Generally, interest income on loans, capital assistance in the form of perpetual
preferred stock, income on advances, subordinated debentures and capital
certificates to member banks is recognized when earned. Interest income may
be recognized when received in those instances where the ultimate collection of
interest is uncertain.

Investment securities

Auvailable-for-sale securities are recorded at fair value, with unrealized gains

and losses excluded from earnings and reported in other comprehensive income.
Premiums and discounts are recognized in interest income using a method

which approximates the interest method over the period to contractual maturity,
adjusted for anticipated prepayments. Gains and losses on the sale of securities
are recorded on the trade date and are determined using the specific-identification
method. Mortgage-backed securities represent participating interests in pools of
long-term first mortgage loans originated and serviced by issuers of the securities.

Each reporting period, the Bank evaluates all securities with a decline in fair
value below the amortized cost of the investment to determine whether or not the
impairment is deemed to be other than temporary (“OTTI”). OTTI is required

to be recognized if (1) the Bank intends to sell the security; (2) it is “more likely
than not” that the Bank will be required to sell the security before recovery

of its amortized cost basis; or (3) the present value of expected cash flows is

not sufficient to recover the entire amortized cost basis. For all impaired debt
securities that the Bank intends to sell, or more likely than not will be required to
sell, the full amount of the depreciation is recognized as OTTI through earnings.
Credit related OTTI for all other impaired debt securities is recognized through
earnings while non-credit related OTTTI is recognized in other comprehensive
income/loss.

Office equipment

Office equipment is reported at cost, less accumulated depreciation. Depreciation
is charged to operations over the estimated useful lives of the respective assets
(ranging from three to five years) using the straight-line method. Those items
which are not determined to be capital expenditures are immediately expensed.

Insurance assessments
The Bank recognizes revenue from insurance assessments at the time a member
bank is assessed.

Contingency loss provision

An accrued loss contingency is established through a contingency loss
provision charged to operations. The accrued loss contingency is an amount that
management reasonably believes will be adequate to absorb possible excess
deposit insurance losses, net of recoveries and adjustments, if any, from the
final disposition of any member banks that have or may fail. The estimated

loss provision has been determined based upon reviews of financial statements
and regulatory examination reports of member banks, consultations with bank
regulators, and historical experience.
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THE CO-OPERATIVE CENTRAL BANK

NOTES TO COMBINING FINANCIAL STATEMENTS (Continued)
Years Ended August 31, 2015 and 2014

B. SUMMARY OF
SIGNIFICANT
ACCOUNTING
POLICIES

(Continued)

C. INVESTMENT
SECURITIES

Income taxes

The Bank is exempt from federal income taxes under the provisions of Section
501(c) 14 of the Internal Revenue Code. The Bank’s policy is to analyze its tax
positions for all open years and has not identified any uncertain tax positions.
The Bank is subject to routine audits by taxing jurisdictions; however, there are
currently no audits for any periods in progress. The Bank believes it is no longer
subject to income tax examinations prior to 2012.

Comparative financial information

The combining financial statements include certain prior-year comparative
information in total but not by individual fund. Such information does not
include sufficient detail to constitute a presentation in conformity with generally
accepted accounting principles. Accordingly, such information should be read in
conjunction with the Bank’s combining financial statements for the year ended
August 31,2014, from which the comparative information was derived.

Comprehensive income

Accounting principles generally require that recognized revenue, expenses, gains
and losses be included in net income. Although certain changes in assets and
liabilities, such as unrealized gains and losses on available-for-sale securities,
none of which have related tax effects, are reported as a separate component of
the equity section of the combining statements of financial condition, such items,
along with net income, are components of comprehensive income.

The amortized cost and approximate fair values of investment securities classified
as available-for-sale are summarized as follows as of August 31,2015 and 2014:

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
2015

Reserve Fund
Federal agency obligations $ 40054227 § 11635  $ (68,062) $ 39,997,800

Share Insurance Fund

Federal agency obligations 25,026,928 241972 (6,000) 25,262,900
Residential mortgage-
backed securities 61,914,104 432,826 (506,127) 61,840,803
86,941,032 674,798 (512,127) 87,103,703
Combined $126995259 $§ 686433 $ (580,189) $127,101,503
2014

Reserve Fund
Federal agency obligations $ 41425481 § 58,758 $  (134909) $ 41,349,330

Share Insurance Fund

Federal agency obligations 31,112,210 588,750 — 31,700,960

Residential mortgage-
backed securities 54775217 257,750 (729,138) 54,303,829
85,887,427 846,500 (729,138) 86,004,789

Combined $127,312908 $ 905258 $ (864,047) $127354,119




THE CO-OPERATIVE CENTRAL BANK

NOTES TO COMBINING FINANCIAL STATEMENTS (Continued)
Years Ended August 31, 2015 and 2014

C. INVESTMENT There were no sales of available-for-sale securities during either of the years
SECURITIES ended August 31, 2015 or 2014.

Continued . . . . .
(Continued) Information pertaining to securities with gross unrealized losses at August 31,

2015 and 2014, aggregated by investment category and length of time that
individual securities have been in a continuous loss position follows:

Less Than Twelve Months Twelve Months or Greater
Gross Gross
Unrealized Fair Unrealized Fair
Losses Value Losses Value
2015
Reserve Fund
Federal agency obligations  $ 9018 $ 7,021,500 $ 59,044  $ 23,975,900
Share Insurance Fund
Federal agency obligations 6,000 994,000 — —
Residential mortgage-
backed securities 90,325 9,323,292 415,802 22395016
96,325 10,317,292 415,802 22,395,016
Combined $ 105343  $17,338,792 $ 474846 $46370916
2014

Reserve Fund
Federal agency obligations ~ $ 401  $ 1999540 $ 134,508 $23,931,630

Share Insurance Fund
Residential mortgage-

backed securities 47 2,018,109 729,091 29,354,305
Combined $ 448 $ 4017649 $ 863,599 $53,285935

The amortized cost and approximate fair values of available-for-sale securities by
contractual maturity, at August 31, 2015, are shown below. Expected maturities
will differ from contractual maturities because borrowers may have the right to
call or prepay obligations with or without call or prepayment penalties. Mortgage
backed securities are shown in total as their maturities are highly variable.

Reserve Fund Share Insurance Fund
Amorized Fair Amortized Fair
Cost Value Cost Value
Due in one year or less $ 8995423 $ 9,006,100 $ 12,002,567 $ 12,070,900
Due after one year through
five years 30,065,284 29,997,700 10,048,967 10,219,600
Due after five years through
ten years 993,520 994,000 2,975,394 2,972,400

40,054,227 39,997,800 25,026,928 25,262,900

Mortgage-backed securities — — 61,914,104 61,840,803
$ 40,054,227 $39997,800 $86941,032 $ 87,103,703




THE CO-OPERATIVE CENTRAL BANK

NOTES TO COMBINING FINANCIAL STATEMENTS (Continued)
Years Ended August 31, 2015 and 2014

C. INVESTMENT Management periodically reviews the investment portfolio to evaluate securities
SECURITIES for other than temporary impairment. The investments in the fixed-income
(Continued) portfolio and the mortgage-backed portfolio as of August 31,2015 consisted

of highly-rated securities issued by government sponsored enterprises (GSE’s).
As of August 31,2015, thirty-nine debt securities with unrealized losses have
aggregate depreciation of less than 1% of their amortized cost, reflective of
interest rate changes. The principal and accrued interest on all of the securities
are guaranteed by the U.S. Government, an agency of the U.S. Government, or
both. Because the Bank does not intent to sell the securities and it is unlikely that
it will be required to sell the securities before recovery of their amortized cost
bases (which may be at maturity), management does not consider these securities
to be other than temporarily impaired as of August 31, 2015.

D. CAPITAL ASSISTANCE = Where advisable, the Bank may enter into agreements to provide financial or
AND SUBORDINATED  capital assistance agreements to member banks under Sections 3A, 3B or 4 of
DEBT Chapter 73 of the Acts of 1934, as amended. The capital assistance may take the

form of subordinated debentures, mutual capital certificates, capital certificates
and/or perpetual preferred stock. All of the aforementioned instruments are
subordinated to depositors’ accounts and liabilities of equal or higher priority.

Principal and interest on these instruments are required when earnings and
capital levels of the assisted member bank exceed certain minimum regulatory
requirements. All payments of principal and/or interest are subject to the prior
consent or approval of the Federal Deposit Insurance Corporation and/or the
Federal Reserve Bank of Boston and/or the Commissioner of Banks of the
Commonwealth of Massachusetts.

As of August 31,2015 and 2014, there was $1,963,750 of capital assistance
outstanding to a member bank in the form of 196,375 shares of perpetual
preferred stock.

E. ASSESSMENT On September 3, 2013, the Bank entered into a new member agreement with
RECEIVABLE Mutual Bank, as a result of its conversion from a mutual federal savings bank
to a cooperative bank. The assessment is payable to the Bank in equal annual
installments of $33,363 through September 3, 2017. As of August 31, 2015
and 2014, the caption assessment receivable in the accompanying combining
statements of financial condition includes $100,089 and $133,452, respectively
related to Mutual Bank.

On June 21, 2013, the Bank entered into a new member agreement with
HarborOne Bank, as a result of its conversion from a credit union to a
cooperative bank. The assessment is payable to the Bank in equal annual
installments of $191,772 through June 21,2017. As of August 31,2015 and
2014, the caption assessment receivable in the accompanying combining
statements of financial condition includes $383,544 and $575,316, respectively
related to HarborOne Bank.



THE CO-OPERATIVE CENTRAL BANK

NOTES TO COMBINING FINANCIAL STATEMENTS (Continued)
Years Ended August 31, 2015 and 2014

F. OFFICE EQUIPMENT

G. RESERVE FUND
LOANS TO
MEMBER BANKS

H. PENSION,
RETIREMENT AND
OTHER EMPLOYEE
BENEFIT PLANS

Office equipment consisted of the following at August 31, 2015 and 2014:

Share
Reserve Insurance Combined
Fund Fund 2015 2014
Office furniture and
equipment $ - $ 35338 % 35338 $ 11,843
Software — 20,490 20,490 20,490
— 55,828 55,828 32,333
Less accumulated
depreciation — (30.,529) (30,529) (20,317)
$ — $ 25299 $ 25299 §$ 12,016

Depreciation expense for the years ended August 31, 2015 and 2014 amounted to
$10,212 and $9,199, respectively.

Member banks may borrow from the Reserve Fund to meet their liquidity needs.
Such loans are payable on demand at an interest rate of 50 basis points above the
target federal funds rate as maintained by the Federal Reserve Bank, adjusted
periodically. There were no loans outstanding as of August 31,2015 and 2014.

As a participating employer in the Co-operative Banks Employees Retirement
Association (CBERA), the Bank has in effect a pension plan covering
substantially all eligible officers and employees. Under the plan, the Bank
contributes amounts so that upon retirement, the officer or employee will receive
a percent of their annual compensation as defined by the plan. The required
disclosures follow:

Name of Plan: The Defined Benefit Plan (Plan C) of the CBERA Retirement Program
Plan’s Tax ID #: 04-6035593
Plan Number: 334
Plan Year End: December 31,2013 December 31,2014
Actuarial Valuation: January 1,2013 January 1,2014
FTAP Percentage: 117.0% (Green) 114.4% (Green)
(Funded Target

Attainment

Percentage)
Employer Plan

Year Contributions: $77,534 $62,370

Did not exceed 5% Did not exceed 5%

Funding Improvement: This employer was not subject to any specific minimum
contributions other than amounts, determined by the Trustees of the Plan that maintain the
funded status of the Plan in accordance with the requirements of the Pension Protection

Act (PPA) and ERISA.

In addition to the pension plan, the Bank also participates through CBERA in a
401(k) savings plan, under which eligible employees may contribute a portion
of their salary subject to limitations. The Bank will match the employee’s
contributions up to a maximum 10%. The Bank’s contributions to the plans
were $140,908 and $157,416 for the years ended August 31,2015 and 2014,
respectively.



THE CO-OPERATIVE CENTRAL BANK

NOTES TO COMBINING FINANCIAL STATEMENTS (Continued)
Years Ended August 31, 2015 and 2014

H. PENSION,
RETIREMENT AND
OTHER EMPLOYEE
BENEFIT PLANS
(Continued)

I. COMMITMENTS AND
CONTINGENCIES

In order to provide key executives with supplemental retirement benefits, the
Bank previously purchased insurance contracts on behalf of certain retired
executives. The Bank, by assignment, is entitled to the cash surrender value at
policy termination, not to exceed the cumulative premiums paid (first contract)
or the single premium plus accrued interest (additional contracts). The remaining
insurance proceeds would accrue to the beneficiaries of the insured executives.
Of the total annual premiums paid, the portion representing the increase in cash
surrender value of the policy has been recorded in other assets, and the remainder
of the premium has been expensed. At August 31,2015 and 2014, cash surrender
value totaling $5,687,438 and $5,672,438, respectively, in the Share Insurance
Fund is included in other assets. Miscellaneous income of $15,000 in both 2015
and 2014 has been recognized as the increase in cash surrender values of the
policies.

The Bank also provides postretirement medical benefits to certain retired
employees and spouses, where applicable, until age 65. Employees who have
reached the age of 62 and have met the Bank’s minimum service requirements,
become eligible for medical benefits under the voluntary early retirement
program. The Bank has accrued the expected cost of providing these benefits,
which amounted to approximately $70,000 at August 31,2015 and 2014.

The Bank may in the normal course of its business make binding commitments to
enter into financial instruments for the purpose of meeting financial assistance or
other statutory obligations of the Share Insurance Fund.

Various legal claims may arise from time to time in the normal course of business
which, in the opinion of management, have no material effect on the financial
position of the Bank.

The Bank has entered into an employment agreement with its President and
Chief Executive Officer that provides for specified annual compensation and the
payment of certain severance benefits in the event of a change in control event.

During October 2014 the Bank entered into a lease amendment to relocate its
office space within their existing building. The Bank is obligated under a non-
cancelable lease agreement amendment which expires in October 2019. Under
the amendment, the following represents future fixed minimum annual rental
payments for the years ended August 31:

Year Ending August 31:
2016 $92,739
2017 94,400
2018 96,061
2019 97,722
2020 16,333

The lease contains options to extend and also contain provisions for
reimbursement of real estate taxes and operating expenses.

Rent expense charged to operations for the years ended August 31,2015 and
2014 was $115,558 and $209,100, respectively.



THE CO-OPERATIVE CENTRAL BANK

NOTES TO COMBINING FINANCIAL STATEMENTS (Continued)
Years Ended August 31, 2015 and 2014

J. FAIR VALUES
OF ASSETS AND
LIABILITIES

The Bank uses fair value measurements to record fair value adjustments to
certain assets and liabilities. The fair value of a financial instrument is the price
that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. Fair value is
best determined based upon quoted market prices. However, in many instances,
there are no quoted market prices for the Bank’s various financial instruments.
In cases where quoted market prices are not available, fair values are based on
estimates using present value or other valuation techniques. Those techniques are
significantly affected by the assumptions used, including the discount rate and
estimates of future cash flows. Accordingly, the fair value estimates may not be
realized in an immediate settlement of the instrument.

Fair value hierarchy:

The Bank groups its financial assets and financial liabilities generally measured
at fair value in three levels, based on the markets in which the assets and
liabilities are traded and the reliability of the assumptions used to determine fair
value.

Level 1 — Valuation is based on quoted market prices in active markets for
identical assets or liabilities. Valuations are obtained from readily available
pricing sources for market transactions involving identical assets or
liabilities.

Level 2 — Valuation is based on inputs other than level 1 prices that

are observable for the asset or liability, either directly or indirectly.

The valuation must be based on quoted prices for similar assets or
liabilities; quoted prices in markets that are not active; or other inputs

that are observable or can be corroborated by observable market data for
substantially the full term of the asset or liability.

Level 3 — Valuation is based on unobservable inputs that are supported by
little or no market activity and that are significant to the fair value of the
assets or liabilities.

A description of the valuation techniques applied to the Bank’s major categories
of assets and liabilities measured at fair value on a recurring basis follows:

Federal agency obligations and mortgage-backed securities are measured at
fair value in Level 2 and are based on independent unadjusted market-based
prices received from a third-party pricing service that utilizes pricing models
that consider standard input factors such as observable market data. These
securities include debt and mortgage-backed securities issued by government
sponsored enterprises including Federal Home Loan Mortgage Corporation,
Federal National Mortgage Association, Federal Farm Credit Bank, Federal
Home Loan Bank, and Government National Mortgage Association.
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THE CO-OPERATIVE CENTRAL BANK

NOTES TO COMBINING FINANCIAL STATEMENTS (Continued)
Years Ended August 31, 2015 and 2014

J. FAIR VALUES
OF ASSETS AND
LIABILITIES
(Continued)

Assets and liabilities measured at fair value on a recurring basis:

The inputs used to measure fair value may fall into different levels of the fair
value hierarchy. In such cases, for disclosure purposes, the level in the fair
value hierarchy within which the fair value measurement falls in its entirety, is
determined based on the lowest level of input that is significant to the fair value

measurement in its entirety.

Fair values of financial instruments measured on a recurring basis at August 31,

2015 and 2014 are as follows:

Fair Value Measurements Using:

Level 1 Level 2 Level 3 Total
August 31,2015
Federal agency obligations  $ — $ 65,260,700 — $ 65,260,700
Residential mortgage-backed
securities — 61,840,803 — 61,840,803
Combined $ — $127,101,503 — $127,101,503
August 31,2014
Federal agency obligations  $ — $ 73,050,290 — $ 73,050,290
Residential mortgage-backed
securities — 54,303,829 — 54,303,829
Combined $ — $127,354,119 — $127,354,119

There were no transfers among the three levels during the years ended August
31,2015 or 2014. There were no liabilities measured at fair value on a recurring

basis at either August 31, 2015 or 2014.

Other financial instruments held by the Bank include cash and cash equivalents,
loans to member banks, capital assistance, assessments receivable, and deposits
by member banks. The carrying amount for these financial instruments

approximates fair value.



THE CO-OPERATIVE CENTRAL BANK

NOTES TO COMBINING FINANCIAL STATEMENTS (Continued)
Years Ended August 31, 2015 and 2014

K. OTHER
COMPREHENSIVE
INCOME (LOSS)

L. SUBSEQUENT
EVENTS

Information on the Bank’s accumulated other comprehensive income (loss) is

comprised of the following components:

Share
Reserve Insurance
Fund Fund Combined
Balances at August 31,2013 $  (425679) $ (493084) $ (918,763)
Net change in unrealized holding gains
(losses) on available-for-sale securities 349,528 610,446 959,974
Balances at August 31,2014 (76,151) 117,362 41,211
Net change in unrealized holding gains
(losses) on available-for-sale securities 19,724 45,309 65,033
Balances at August 31,2015 $ (56,427) $ 162,671 $ 106,244

Management has evaluated subsequent events through November 6, 2015,
which is the date the combined financial statements were available to be issued
and concluded that there were no subsequent events requiring adjustment to or

disclosure in these financial statements.



THE CO-OPERATIVE CENTRAL BANK

INDUSTRY HIGHLIGHTS

SUMMARY DATA

(In Thousands)

2012
2013
2014
June 2015

Total Assets

$14,152,762
16,951,469
18,075,310
18,635,202

Non-performing

Deposits Assets
$11,540,071 $185.401
13,429,931 183,456
14,208,226 164,352
14,781,621 170,207

Return on Average Assets
0.67
0.54 053 0.50
I I 0.44
2011 2012 2013 2014 June 2015
Capital to Total Assets
11.68
11.18
11.14 11.10
10.97
2011 2012 2013 2014 June 2015

Capital

$1,653,395
1,887,953
2,005,979
2,043,390

Operating
Expenses
$386,682

455,353
473,778
486,550

Non-Performing Assets to Total Assets
1.56
131
1.08
091 0.91
2011 2012 2013 2014 June 2015
Net Interest Margin
3.26
318
3.14
3.05
2.96
2011 2012 2013 2014 June 2015




THE CO-OPERATIVE CENTRAL BANK

MEMBER BANKS

Abington Bank

Avon Co-operative Bank
Bank of Easton
BankGloucester

Beverly Bank

Braintree Cooperative Bank
Canton Co-operative Bank
Charles River Bank

Colonial Co-operative Bank
Commonwealth Cooperative Bank
The Cooperative Bank

Dean Bank

Equitable Cooperative Bank
Everett Co-operative Bank
Fidelity Bank

Greenfield Co-operative Bank
HarborOne Bank

Haverhill Bank

Holbrook Cooperative Bank
Hometown Bank

Mansfield Bank

Mechanics Cooperative Bank
Meetinghouse Bank

Melrose Cooperative Bank

Methuen Co-operative Bank
MutualOne Bank

Mutual Bank

Needham Bank

North Cambridge Co-operative Bank
North Shore Bank

Norwood Bank

Patriot Community Bank
Pilgrim Bank

Pittsfield Co-operative Bank
Reading Cooperative Bank
Sage Bank

Savers Bank

S Bank

StonehamBank

Stoughton Co-operative Bank
The Cooperative Bank of Cape Cod
The Village Bank

Wakefield Co-operative Bank
Walpole Co-operative Bank
Wellesley Bank

Weymouth Bank

Winchester Co-operative Bank

Wrentham Co-operative Bank



THE CO-OPERATIVE CENTRAL BANK

75 Park Plaza, Boston, Massachusetts 02116
Telephone: (617) 695-0400
E-mail: ccb@coopcentralbank.com
Web: www.coopcentralbank.com

Deposits in every Massachusetts co-operative bank are insured in full.
The Federal Deposit Insurance Corporation (FDIC) insures each depositor to at least $250,000.
All amounts above that are insured by the Share Insurance Fund
of The Co-operative Central Bank.



