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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements (Unaudited)

CONSOLIDATED BALANCE SHEETS

Assets

Cash and due from banks
Short-term investments
Total cash and cash equivalents

Certificates of deposit
Securities available for sale, at fair value
Federal Home Loan Bank of Boston stock, at cost

Loans
Less allowance for loan losses
Loans, net

Bank-owned life insurance
Premises and equipment, net
Accrued interest receivable
Net deferred tax asset
Prepaid FDIC assessment
Other assets

Total assets
Liabilities and Stockholders’ Equity

Deposits:
Noninterest-bearing
Interest-bearing

Short-term borrowings

Long-term debt

Stock subscriptions

Accrued expenses and other liabilities
Total liabilities

Commitments and contingencies
Stockholders' equity:

Preferred stock, $0.01 par value;
1,000,000 shares authorized, none issued

March 31,
2012

December 31,
2011

(In thousands)

$4,537
24,087
28,624

600
41,905
1,714

234,083
(3,456
230,627

4,244
1,973
970
1,965
539
1,035

$314,196

$34,956
214,662
249,618
7,070
13,500
34
871
271,059

$3,882
29,642
33,524

100
36,088
1,930

225,229
(3,396
221,833

4,208
1,168
911
1,236
589
1,561

$303,148

$31,017
214,229
245,246
7,059
7,500
19,666
946
280,417
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Common stock, $0.01 par value;
14,000,000 shares authorized, 2,407,151 shares issued at

March 31, 2012; none issued December 31, 2011 24 —
Additional paid-in capital 22,791 —
Retained earnings 21,551 22,104
Accumulated other comprehensive income 675 627
Unearned compensation — ESOP (1,904 ) —

Total stockholders' equity 43,137 22,731
Total liabilities and stockholders' equity $314,196 $303,148

See accompanying notes to consolidated financial statements.




Edgar Filing: Wellesley Bancorp, Inc. - Form 10-Q

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME (LOSS)

Three Months
Ended March 31,
2012 2011

(In thousands)
Interest and dividend income:

Interest and fees on loans $3,116 $3,041
Debt securities:
Taxable 183 136
Tax-exempt 69 48
Interest on short-term investments and certificates of deposit 15 19
Dividends on FHLB stock 2 1
Total interest and dividend income 3,385 3,245

Interest expense:

Deposits 525 566
Short-term borrowings 21 20
Long-term debt 71 137
Total interest expense 617 723
Net interest income 2,768 2,522
Provision for loan losses 150 300
Net interest income, after provision for loan losses 2,618 2,222

Noninterest income:

Customer service fees 27 32
Income on bank-owned life insurance 36 36
Wealth management fees 43 25
Miscellaneous 11 12
Total noninterest income 117 105

Noninterest expenses:

Salaries and employee benefits 1,100 942
Occupancy and equipment 286 198
Data processing 116 95
FDIC insurance 55 92
Contributions 1,800 8
Other general and administrative 355 219
Total noninterest expenses 3,712 1,554
Income (loss) before income taxes 977 ) 773
Provision (benefit) for income taxes (424 ) 281

Net income (loss) (553 ) 492
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Other comprehensive income:
Unrealized holding gains (losses) on available-for-sale securities
Tax effect

Total other comprehensive income (loss)

Comprehensive income (loss)

See accompanying notes to consolidated financial statements.

74 (56

(26 ) 17

48 (39
$(505 ) $453
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CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY

Balance at
December 31, 2010

Net income
Other
comprehensive loss

Balance at March
31,2011

Balance at
December 31, 2011

Net loss

Other
comprehensive
income

Issuance of
common stock for
initial

public offering, net
of

expenses of
$1,260

Issuance of
common stock to
the

Wellesley Bank
Charitable
Foundation

Stock purchased by
the ESOP

ESOP shares
committed to be
allocated (2,140)

Balance at March
31,2012

Common Stock

Shares

2,249,674

157,477

2,407,151

Amount

22

$ 24

Accumulated
Additional Other Unearned Total
Paid-in Retained Comprehensiv€Compensation Stockholders’
Capital Earnings Income ESOP Equity
(Dollars in thousands)
$ — $ 20,099 $ 309 $ — $ 20,408
— 492 — — 492
_ — 39 ) — 39 )
$ — $ 20,591 $ 270 $ — $ 20,861
$ — $ 22,104 $ 627 $ — $ 22,731
— (553 ) — — (553 )
— — 48 — 48
21,214 — — — 21,236
1,573 — — — 1,575
— — — (1,926 ) (1,926 )
4 — — 22 26
$ 22,791 $ 21,551 $ 675 $ (1,904 ) $ 43,137

See accompanying notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Three Months Ended March
31,
2012 2011
(In thousands)
Cash flows from operating activities:
Net (loss) income $(553 ) $492
Adjustments to reconcile net (loss) income to net cash provided (used)
by operating activities:

Provision for loan losses 150 300
Depreciation and amortization 54 50
Net amortization of securities 73 36
Accretion of net deferred loan fees (94 ) (94
Income on bank-owned life insurance (36 ) (36
Deferred income tax provision (benefit) (755 ) 361
Issuance of common stock to Wellesley Bank Charitable Foundation 1,575 —
ESOP expense 26 —
Net change in:
Accrued interest receivable (59 ) 4
Other assets 526 (214
Prepaid FDIC assessment 50 90
Accrued expenses and other liabilities (75 ) 148
Net cash provided by operating activities 882 1,137

Cash flows from investing activities:
Activity in certificates of deposit:

Maturities — 1,742

Purchases (500 ) —
Activity in securities available for sale:

Maturities, prepayments and calls 1,135 1,694

Purchases (6,951 ) (2,218
Redemption of Federal Home Loan Bank Stock 216 —
Loan originations, net (8,850 ) (4,474
Additions to premises and equipment (859 ) (45

Net cash used by investing activities (15,809 ) (3,301

Cash flows from financing activities:

Net increase in deposits 4,372 3,050
Proceeds from long-term debt 6,000 —
Increase in short-term borrowings 11 921
Conversion of stock subscriptions to common stock (19,666 ) —
Net proceeds from the issuance of common stock 21,236 —
Acquisition of common stock by ESOP (1,926 ) —

Net cash provided by financing activities 10,027 3,971
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Net change in cash and cash equivalents

Cash and cash equivalents at beginning period
Cash and cash equivalents at end of period
Supplementary information:

Interest paid
Income taxes paid

See accompanying notes to consolidated financial statements.

(4,900

33,524

$28,624

$620
225

)

1,807

18,397

$20,204

$724
200

12
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WELLESLEY BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1 - STOCK CONVERSION

On July 20, 2011, the Board of Directors of Wellesley Bank (the “Bank™) adopted a Plan of Conversion (the “Plan”)
whereby the Bank would convert from a Massachusetts mutual cooperative bank to a Massachusetts stock cooperative
bank and become a wholly-owned subsidiary of a Maryland-chartered stock corporation, Wellesley Bancorp, Inc. (the
“Company”’). The Company would offer stock on a priority basis to qualifying depositors, tax-qualified employee plans,
and employees, officers and directors of the Bank (the “Conversion”).

At December 31, 2011, stock subscriptions received aggregated $19,666,000 and were included in liabilities in the
accompanying consolidated balance sheet. Conversion costs were deferred and subsequently reduced the proceeds
from the shares sold in the Conversion. At March 31, 2012, conversion costs amounting to $1,260,000 are reflected
as a reduction of the offering proceeds in the accompanying consolidated statement of changes in stockholders’ equity.

On January 25, 2012, the Conversion was completed and the Company became the parent holding company for the
Bank. A total of 2,249,674 shares of the Company common stock were issued, including those issued to our
employee stock ownership plan, at $10.00 per share through which the Company received net offering proceeds of
$21.2 million. Additionally, the Company contributed $225,000 in cash and 157,477 shares of common stock to the
Wellesley Bank Charitable Foundation. The total number of shares of common stock outstanding upon completion of
the Conversion was 2,407,151 shares. All eligible subscribers and community members who properly completed and
timely submitted a stock order form were allocated the number of shares of common stock requested in their stock
order form.

As part of the Conversion, the Bank established a liquidation account in an amount equal to the net worth of the Bank
as of the date of the latest consolidated balance sheet appearing in the final prospectus distributed in connection with
the Conversion, or $22,148,000. The liquidation account will be maintained for the benefit of eligible account holders
and supplemental eligible account holders who maintain their accounts at the Bank after the Conversion. The
liquidation account will be reduced annually to the extent that such account holders have reduced their qualifying
deposits as of each anniversary date. Subsequent increases will not restore an account holder’s interest in the
liquidation account. In the event of a complete liquidation, each eligible account holder will be entitled to receive
balances for accounts then held.

13
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NOTE 2 - BASIS OF PRESENTATION AND CONSOLIDATION

The accompanying unaudited interim consolidated financial statements include the accounts of the Company and its
wholly-owned subsidiary; the Bank, the principal operating entity, and its wholly-owned subsidiaries; Wellesley
Securities Corporation, which engages in the business of buying, selling and dealing in securities exclusively on its
own behalf; Wellesley Investment Partners, LL.C, formed for the purpose of providing investment management
services for individuals, not-for-profit entities and businesses; and Central Linden, LLC, formed for the purpose of
holding, managing and selling foreclosed real estate. All significant intercompany balances and transactions have
been eliminated in consolidation. These financial statements have been prepared in accordance with generally
accepted accounting principles in the United States of America (“GAAP”) for interim financial information, and with
the instructions to Form 10-Q and Regulation S-X. Accordingly, they do not include all the information and footnotes
required by GAAP for complete financial statements.

In the opinion of management, all adjustments (consisting only of normal recurring accruals) considered necessary for
a fair presentation have been included. The accompanying consolidated financial statements should be read in
conjunction with the audited consolidated financial statements and notes thereto included in the Company’s 2011
Annual Report on Form 10-K. The results for the three months ended March 31, 2012 are not necessarily indicative
of the results that may be expected for the year ending December 31, 2012.

Earnings per share is not presented herein as common shares have not been outstanding during the entire three months
ended March 31, 2012. At March 31, 2012, there are no common stock equivalents.

NOTE 3 - COMPREHENSIVE INCOME (LOSS)

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, are reported as a separate component of the stockholders’ equity section of the consolidated balance sheets,

such items, along with net income, are components of comprehensive income/loss.

The components of accumulated other comprehensive income and related tax effects are as follows:

December
March 31, 31,
2012 2011
(In thousands)
Unrealized holding gains on securities available for sale $1,109 $1,035
Tax effect (434 ) (408 )
Net-of tax amount $675 $627

14
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NOTE 4 - RECENT ACCOUNTING PRONOUNCEMENTS

In May 2011, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”)
2011-04, Fair Value Measurement (Topic 820): Amendments to Achieve Common Fair Value Measurement and
Disclosure Requirements in U.S. GAAP and IFRS. This ASU clarifies and expands the disclosures pertaining to
unobservable inputs used in Level 3 fair value measurements. The guidance also requires, for public companies,
disclosure of the level within the fair value hierarchy for assets and liabilities not measured at fair value in the
statement of financial position but for which the fair value is disclosed. The amendments in this ASU are to be
applied prospectively. This guidance was adopted by the Company on January 1, 2012 and relevant additional
disclosures have been provided in Note 7 to the accompanying consolidated financial statements.

In June 2011, the FASB issued ASU 2011-5, Comprehensive Income (Topic 220), Presentation of Comprehensive
Income. This ASU provides an entity the option to present the total of comprehensive income, the components of net
income, and the components of other comprehensive income either in a single continuous statement of comprehensive
income or in two separate but consecutive statements. This guidance eliminates the option to present the components
of other comprehensive income as part of the statement of changes in stockholders’ equity. For public entities, this
guidance is effective for fiscal years, and interim periods within those years, beginning after December 15, 2011. In
December 2011, the FASB issued ASU 2011-12 to effectively defer only those changes in ASU 2011-05 that relate to
presentation of reclassification adjustments out of accumulated other comprehensive income. The Company adopted
this guidance on January 1, 2012 and has elected to present a single continuous statement of comprehensive income
herein.

On January 1, 2012, the Company adopted the FASB ASU 2011-03, Transfers and Servicing (Topic 860),
Reconsideration of Effective Control for Repurchase Agreements. This Update provides additional guidance which
affects all entities that enter into agreements to transfer financial assets that both entitle and obligate the tranferor to
repurchase or redeem the financial assets before their maturity. The amendment removes from the assessment of
effective control (1) the criterion requiring the transferor to have the ability to repurchase or redeem the financial
assets on substantially the agreed terms, even in the event of default by the transferee, and (2) the collateral
maintenance implementation guidance related to that criterion. Adopting the Update did not have a significant impact
on the Company’s consolidated financial statements.

15
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NOTE 5 - SECURITIES AVAILABLE FOR SALE

The amortized cost and fair value of securities available for sale, with gross unrealized gains and losses, follows:

Residential mortgage-backed securities:
Government National Mortgage
Association
Government-sponsored enterprises
SBA asset-backed securities
State and municipal bonds
Government-sponsored enterprise
obligations
Corporate bonds

Residential mortgage-backed securities:
Government National Mortgage
Association
Government-sponsored enterprises
SBA asset-backed securities
State and municipal bonds
Government-sponsored enterprise
obligations
Corporate bonds

March 31, 2012

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses
(In thousands)
$ 10,342 $ 286 $ )
13,049 264 (12 )
2,351 115 (1 )
7,807 401 (1 )
2,335 20 —
4912 44 (6 )
$ 40,796 $ 1,130 $ (21 )
December 31, 2011
Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses
(In thousands)
$ 10,861 $ 268 $ (3 )
10,627 246 (7 )
2,402 106 (1 )
7,815 431 —
2,349 20 S )
999 7 27 )
$ 35,053 $ 1,078 $ @43 )

Fair
Value

10,627
13,301
2,465
8,207

2,355
4,950

41,905

Fair
Value

11,126
10,866
2,507
8,246

2,364
979

36,088

16
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The amortized cost and fair value of debt securities by contractual maturity at March 31, 2012 are as

follows. Expected maturities may differ from contractual maturities because the issuer, in certain instances, has the

right to call or prepay obligations with or without call or prepayment penalties.

Within 1 year

After 1 year to 5 years
After 5 years to 10 years
After 10 years

Mortgage- and asset-backed securities

March 31, 2012 December 31, 2011
Amortized Fair Amortized Fair
Cost Value Cost Value

(In thousands)

$ 100
8,001
2,139
4,814
15,054
25,742

$ 40,796

$ 100 $ 100 $ 101
8,147 3,582 3,670
2,249 1,950 2,040
5,016 5,531 5,778
15,512 11,163 11,589
26,393 23,890 24,499

$ 41,905 $ 35,053 $ 36,088

Information pertaining to securities with gross unrealized losses aggregated by investment category and length of time
that individual securities have been in a continuous loss position, follows:

March 31, 2012

Residential mortgage-backed securities:
Government National Mortgage Association
Government-sponsored enterprises

SBA asset-backed securities

State and municipal bonds

Corporate bonds

December 31, 2011

Residential mortgage-backed securities:
Government National Mortgage Association
Government-sponsored enterprises

SBA asset-backed securities
Government-sponsored enterprise obligations
Corporate bonds

Less Than Twelve

Months Over Twelve Months
Gross Gross
Unrealized Fair Unrealized Fair
Losses Value Losses Value
(In thousands)
$— $— $1 $50
12 3,290 — —
1 241 — _
1 191 — —
6 1,449 — —
$20 $5,171 $1 $50
$2 $519 $1 $50
7 2,201 — —
— — 1 249
5 1,976 — —
27 542 — —
$41 $5,238 $2 $299

17
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NOTE 6 - LOANS AND ALLOWANCE FOR LOAN LOSSES
A summary of the balances of loans is as follows:

December 31,

Real estate loans:

March 31,
2012

(In thousands)

2011

Residential — fixed 14,011 $ 16,400
Residential — variable 69,911 63,826
Commercial 72,980 71,880
Construction 43,054 39,267
199,956 191,373
Commercial loans:
Secured 12,352 12,224
Unsecured 1,007 1,038
13,359 13,262
Consumer loans:
Home equity lines of credit 20,649 20,463
Other 501 512
21,150 20,975
Total loans 234,465 225,610
Less:
Allowance for loan losses (3,456 ) (3,396 )
Net deferred origination fees (382 ) (381 )
Loans, net $ 230,627 $ 221,833

The following table summarizes the changes in the allowance for loan losses by portfolio segment for the three
months ended March 31, 2012 and 2011:

Residential

Real Commercial Home Other

Estate  Real Estate Construction Commercial Equity Consumer Unallocated  Total
(In thousands)
Three Months
Ended March 31,
2012
Allowance at
December 31,
2011 $ 626 $ 988 $ 1,119 $ 382 $ 153 $ 16 $ 112 $ 3,396
Provision (credit)
for loan losses 60 22 90 86 1 2 ) (107 ) 150

19



Loans charged off —

Allowance at
March 31,2012  $ 686

Three Months
Ended March 31,
2011

Allowance at
December 31,
2010 $ 319

Provision (credit)
for loan losses 193
Loans charged off (61

Allowance at
March 31, 2011 $ 451

10
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$ 1,010

$ 356

92

$ 448

$ 1,209

$ 1,258

19

$ 1,277

90 )

378

384

85

469

$ 154

$ 84

$ 88

14

16

18

$5

$ 273

5 )

$ 178

90 )

$ 3,456

$ 2,690

300
61 )

$ 2,929

20
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Further information pertaining to the allowance for loan losses at March 31, 2012 and December 31, 2011 is as
follows:

Residential Commercial Home Other
Real Estate Real Estate Construction Commercial Equity Consumebt/nallocated Total
(In thousands)
March 31, 2012

Allowance related
to loans
individually
evaluated and
deemed to be
impaired $ — $ 137 $ 412 $ — $ — $ — $ — $ 549

Allowance related
to loans
individually
evaluated and
not deemed
impaired, and
those
collectively
evaluated
for impairment 686 873 797 378 154 14 5 2,907

Total
allowance $ 686 $ 1,010 $ 1,209 $ 378 $ 154 $ 14 $5 $ 3,456

Impaired loan
balances
individually
evaluated and
deemed to be
impaired $ 1,305 $ 253 $ 3,050 $ — $ 112 $ — $ — $ 4,720

Loan balances
individually
evaluated and
not deemed
impaired, and
those collectively
evaluated for
impairment 82,617 72,727 40,004 13,359 20,537 501 — 229,745

Total loans $ 83,922 $ 72,980 $ 43,054 $ 13,359 $ 20,649 $ 501 $ — $ 234,465

Residential Commercial Construction Commercial Home Other Unallocated Total

21



Real Estate Real Estate

December 31,
2011

Allowance related
to loans
individually
evaluated and
deemed to be
impaired $ —

Allowance related
to loans
individually
evaluated and
not deemed
impaired, and
those
collectively
evaluated
for impairment 626

Total
allowance $ 626

Impaired loan

balances
individually

evaluated and
deemed to be

impaired $ 2,525

Loan balances
individually
evaluated and
not deemed
impaired, and
those collectively
evaluated for

impairment 77,701

Total loans $ 80,226

11
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$ 142

846

$ 988

$ 1,356

70,524

$ 71,880

$ 437

682

$ 1,119

$ 3,146

36,121

$ 39,267

Equity

(In thousands)

$ 41

341

$ 382

$ 163

13,099

$ 13,262

153

$ 153

20,447

$ 20,463

Consumer

16

$ 16

512

$ 512

112

$ 112

$ 620

2,776

$ 3,396

$ 7,206

218,404

$ 225,610
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The following is a summary of past due and non-accrual loans at March 31, 2012 and December 31, 2011:

Past Due 90
Past Due Days or
90 More
30-59 Days  60-89 Days Days or Total and Still  Non-accrual
Past Due Past Due More Past Due Accruing Loans
(In thousands)
March 31, 2012
Residential real estate $428 $— $1,305 $1,733 $— $1,305
Commercial real estate 253 — — 253 — 253
Construction — — — — — 3,050
Commercial — — — — — —
Consumer:
Home equity lines of credit — — 13 13 — 13
Other consumer — — 8 8 —
Total $681 $— $1,326 $2,007 $— $4,629
Past Due
90
Past Due Days or
30-59 60-89 90 More
Days Days Days or Total and Still  Non-accrual
Past Due Past Due More Past Due Accruing Loans
(In thousands)
December 31, 2011
Residential real estate $168 $446 $1,085 $1,699 $— $2.,304
Commercial real estate — — 213 213 — 1,356
Construction — — — — — 3,145
Commercial — — — — — 73
Consumer:
Home equity lines of credit 288 — 17 305 — 17
Total $456 $446 $1,315 $2,217 $— $6,895
The following is a summary of impaired loans at March 31, 2012 and December 31, 2011:
March 31, 2012 December 31, 2011
Unpaid Unpaid
Recorded Principal Related Recorded Principal Related
Investment Balance Allowance Investment Balance Allowance

(In thousands)

Impaired loans without a
valuation allowance:

23
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Residential real estate $1,305 $1,305 $— $2,525 $2,525

Commercial real estate — — — 261 261

Home equity lines of credit 112 112 — 17 17
Total 1,417 1,417 — 2,803 2,803

Impaired loans with a valuation

allowance:

Residential real estate — — — — —

Commercial real estate 253 253 137 1,095 1,095

Construction 3,050 3,050 412 3,145 3,145

Commercial — — — 163 163
Total 3,303 3,303 549 4,403 4,403
Total impaired loans $4,720 $4,720 $549 $7,206 $7,206

12

142
437
41

620

$620

24
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Further information pertaining to impaired loans follows:

Three Months Ended March 31, 2012

Interest
Income
Average Interest Recognized
Recorded Income on Cash
Investment  Recognized Basis
(In thousands)
Residential real estate $ 2,219 $ 39 $ 39
Commercial real estate 857 32 32
Construction 2,670 39 39
Commercial 10 2 2
Home equity lines of credit 39 — —
Total $ 5,795 $ 112 $ 112

Three Months Ended March 31, 2011

Interest
Income
Average Interest Recognized
Recorded Income on Cash
Investment = Recognized Basis
(In thousands)
Residential real estate $ 1,731 $ 14 $ 14
Commercial real estate 1,088 11 11
Construction 432 — —
Commercial 160 1 1
Total $ 3,411 $ 26 $ 26

No additional funds are committed to be advanced in connection with impaired loans.

The following is a summary of troubled debt restructurings for the three months ended March 31, 2012:

Pre-Modification Post-Modification
Outstanding Outstanding
Number of Recorded Recorded
Contracts Investment Investment

(Dollars in thousands)

Commercial Real Estate 2 $257 $257

Monthly payment terms were modified on two commercial real estate loans to one borrower to reduce required
payments to $500 per month on each loan. These loans are currently on non-accrual and are in a principal only
collection status. Reserves for expected uncollectable principal totaling $137,000 have been established and are a
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component of specific reserves in the allowance for loan losses of March 31, 2012.

There were no troubled debt restructurings that defaulted during the three months ended March 31, 2012, and for
which the default was within on year of the restructure date.
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Credit Quality Information

The Company utilizes an eleven-grade internal loan rating system for commercial real estate, construction and
commercial loans as follows:

Loans rated 1 — 31: Loans in these categories are considered “pass” rated loans with low to average risk.

Loans rated 4: Loans in this category are considered “special mention.” These loans are starting to show signs of
potential weakness and are being closely monitored by management.

Loans rated 5: Loans in this category are considered “substandard.” Generally, a loan is considered substandard if it is
inadequately protected by the current net worth and paying capacity of the obligors and/or the collateral
pledged. There is a distinct possibility that the Company will sustain some loss if the weakness is not corrected.

Loans rated 6: Loans in this category are considered “doubtful.” Loans classified as doubtful have all the weaknesses
inherent in those classified substandard with the added characteristic that the weaknesses make collection or
liquidation in full, on the basis of currently existing facts, highly questionable and improbable.

Loans rated 7: Loans in this category are considered uncollectible (‘“loss”) and of such little value that their continuance
as loans is not warranted.

Category 8: Loans in this category only include commercial loans under $25,000 with no other outstandings or
relationships with the Company. They are not rated in accordance with regulatory guidelines.

Category 9: Loans in this category include loans which otherwise require rating but which have not been rated, or
loans for which the Company’s loan policy does not require rating.

Category 10: Loans in this category include credit commitments/relationships that cannot be rated due to a lack of
financial information or inaccurate financial information. If, within 60 days of the assignment of a 10 rating,
information is still not available to allow a standard rating, the credit will be rated 5.

On an annual basis, or more often if needed, the Company formally reviews the ratings on all commercial real estate,
construction and commercial loans. During each calendar year, the Company engages an independent third party to
review a significant portion of loans within these segments. Management uses the results of these reviews as part of
its annual review process. On a monthly basis, the Company reviews the residential real estate and consumer loan
portfolio for credit quality primarily through the use of delinquency reports.

14
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The following table presents the Company’s loans by risk rating

March 31, 2012 December 31, 2011
Commercial Commercial
Real Real
Estate Construction Commercial  Total Estate  Construction Commercial Total
(In thousands)

Loans rated 1 —31 $69,345 § 40,004 § 11,646  $120,995 $67,579 §$ 36,121  $ 11,741  $115,441

Loans rated 4 3,523 — 1,571 5,094 2,945 — 1,448 4,393
Loans rated 5 — 3,050 — 3,050 1,095 3,146 — 4,241
Loans rated 6 112 — 142 254 261 — 73 334

Loans rated 7 — — — — — — — _
Categories 8 — 9 — — — — — — — _
Category 10 — — — — — — — _

Total $72,980 $ 43,054 $ 13,359 $129,393 §$71,880 $ 39,267 $ 13,262  $124,409
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NOTE 7 — FAIR VALUES OF FINANCIAL INSTRUMENTS
Determination of fair value

The Company uses fair value measurements to record fair value adjustments to certain assets and liabilities and to
determine fair value disclosures. 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 Company’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 Company groups its assets generally measured at fair value in three levels, based on the markets in which the
assets are traded and the reliability of the assumptions used to determine fair value.

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

Level 2 — Valuation is based on observable inputs other than Level 1 prices, such as quoted prices for similar assets;
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 assets. Valuations are obtained from readily available pricing
sources.

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. Level 3 assets include financial instruments whose value is determined using
pricing models, discounted cash flow methodologies, or similar techniques, as well as instruments for which the
determination of fair value requires significant management judgment or estimation.

Transfers between levels are recognized at the end of a reporting period, if applicable.
The following methods and assumptions were used by the Company in estimating fair value disclosures:

Cash, cash equivalents and certificates of deposit: The carrying amounts approximate fair values based on the
short-term nature of the assets.

Securities available for sale: Fair value measurements are obtained from a third-party pricing service and are not
adjusted by management. Securities measured at fair value in Level 2 are based on pricing models that consider
standard input factors such as observable market data, benchmark yields, interest rate volatilities, broker/dealer
quotes, credit spreads and new issue data.
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Federal Home Loan Bank (FHLB) stock: The carrying value of FHLB stock is deemed to approximate fair value,
based on the redemption provisions of the FHLB of Boston.

Loans, net: For variable-rate loans that reprice frequently and with no significant change in credit risk, fair values are
based on carrying values. Fair values for other loans are estimated using discounted cash flow analyses, using market
interest rates currently being offered for loans with similar terms to borrowers of similar credit quality. Fair values for
impaired loans are estimated using discounted cash flow analyses or underlying collateral values, where applicable.

Deposits: The fair values disclosed for non-certificate deposit accounts are, by definition, equal to the amount payable
on demand at the reporting date (i.e., their carrying amounts). Fair values for fixed-rate certificates of deposit are
estimated using a discounted cash flow calculation that applies market interest rates currently being offered on
certificates to a schedule of aggregated expected monthly maturities on time deposits.

Short-term borrowings: The carrying amount of short-term borrowings approximates fair value, based on the
short-term nature of the liabilities.

Long-term debt: The fair values of long-term debt are estimated using discounted cash flow analyses based on the
current incremental borrowing rates in the market for similar types of borrowing arrangements.

Accrued interest: The carrying amounts of accrued interest approximate fair value.
Off-balance sheet instruments: Fair values for off-balance-sheet lending commitments are based on fees currently

charged to enter into similar agreements, taking into account the remaining terms of the agreements and the
counterparties’ credit standing. The fair values of these instruments are considered immaterial.
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Assets measured at fair value on a recurring basis

Assets measured at fair value on a recurring basis at March 31, 2012 and December 31, 2011 are summarized
below. There are no liabilities measured at fair value on a recurring basis at March 31, 2012 or December 31, 2011.

March 31, 2012
Level 1 Level 2 Level 3 Fair Value
(In thousands)

Residential mortgage-backed securities:
Government National Mortgage

Association $ 3 $ 10,627 $ 3% $ 10,627
Government-sponsored enterprises 3% 13,301 3% 13,301
SBA asset-backed securities 3% 2,465 3% 2,465
State and municipal bonds 3% 8,207 3% 8,207
Government-sponsored

enterprise obligations 3% 2,355 3% 2,355
Corporate bonds 3% 4,950 3% 4,950

Total assets $ 3 $ 41,905 $ 3% $ 41,905

December 31, 2011
Level 1 Level 2 Level 3 Fair Value
(In thousands)

Residential mortgage-backed securities:
Government National Mortgage

Association $ 3 $ 11,126 $ 3% $ 11,126
Government-sponsored enterprises 3% 10,866 3% 10,866
SBA asset-backed securities 3% 2,507 3% 2,507
State and municipal bonds 3% 8,246 3% 8,246
Government-sponsored

enterprise obligations 3% 2,364 3% 2,364
Corporate bonds %4 979 % 979

Total assets $ 3 $ 36,088 $ 3% $ 36,088
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Assets measured at fair value on a non-recurring basis

The Company may also be required, from time to time, to measure certain other financial assets on a non-recurring
basis in accordance with generally accepted accounting principles. These adjustments to fair value usually result from
application of lower-of-cost-or-market accounting or write-downs of individual assets. The following table
summarizes the fair value hierarchy used to determine each adjustment and the carrying value of the related individual
assets as of March 31, 2012 and December 31, 2011.

Three Months Ended
March 31,
March 31, 2012 2012 2011
Total Total
Level 1 Level 2 Level 3 Gains(Losses) Gains(Losses)
(In thousands)
Impaired loans $ 3 $ 3% $ 3,303 $ 16 $ 3% )

December 31, 2011

Level 1 Level 2 Level 3
(In thousands)
Impaired loans $ % $ % $ 2,864

Losses applicable to certain impaired loans are estimated using the appraised value of the underlying collateral
considering discounting factors and adjusted for selling costs. The loss is not recorded directly as an adjustment to
current earnings, but rather as a component in determining the overall adequacy of the allowance for loan

losses. Adjustments to the estimated fair value of impaired loans may result in increases or decreases to the provision
for loan losses.

There are no liabilities measured at fair value on a non-recurring basis at March 31, 2012 or December 31, 2011.
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Summary of fair values of financial instruments

The estimated fair values, and related carrying amounts of the Company’s financial instruments are outlined in the
table below. Certain financial instruments and all nonfinancial instruments are excluded from disclosure
requirements. Accordingly, the aggregate fair value amounts presented herein may not necessarily represent the
underlying fair value of the Company.

March 31, 2012

Carrying
Amount Level 1 Level 2 Level 3 Total
(In thousands)
Financial assets:

Cash and cash equivalents $ 28,624 $ 28,624 $ 3% $ 3% $ 28,624

Certificates of deposit 600 600 Y4 %4 600

Securities available for sale 41,905 3% 41,905 3% 41,905

FHLB stock 1,714 34 3% 1,714 1,714

Loans, net 230,627 34 3% 230,950 230,950

Accrued interest receivable 970 % % 970 970
Financial liabilities:

Deposits 249,618 34 3% 250,805 250,805
Short-term borrowings 7,070 3% 7,070 3% 7,070
Long-term debt 13,500 3% 13,925 3% 13,925

Accrued interest payable 27 %4 Y4 27 27

December 31, 2011
Carrying
Amount Fair Value
(In thousands)
Financial assets:

Cash and cash equivalents $ 33,524 $ 33,524

Certificates of deposit 100 100

Securities available for sale 36,088 36,088

FHLB stock 1,930 1,930

Loans, net 221,833 222,143

Accrued interest receivable 911 911
Financial liabilities:

Deposits 245,246 246,315
Short-term borrowings 7,059 7,059
Long-term debt 7,500 7,868

Accrued interest payable 25 25

NOTE 8 - EMPLOYEE STOCK OWNERSHIP PLAN

The Company maintains an Employee Stock Ownership Plan (“ESOP”) to provide eligible employees the opportunity to
own Company stock. This plan is a tax-qualified retirement plan for the benefit of all Company

employees. Contributions are allocated to eligible participants on the basis of compensation, subject to federal tax
limits.
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The Company granted a loan to the ESOP for the purchase of shares of the Company’s common stock at the
Conversion date. As of March 31, 2012, the ESOP holds 192,572 shares, or 8.00% of the common stock outstanding
on that date. The loan obtained by the ESOP from the Company to purchase common stock is payable annually over
15 years at the rate of 3.25% per annum. The loan can be prepaid without penalty. Loan payments are expected to be
funded by cash contributions from the Company. The loan is secured by the shares purchased, which are held in a
suspense account for allocation among participants as the loan is repaid. Cash dividends paid on allocated shares are
distributed to participants and cash dividends paid on unallocated shares are used to repay the outstanding debt of the
ESOP. Shares used as collateral to secure the loan are released and available for allocation to eligible employees as
the principal and interest on the loan is paid.
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At March 31, 2012, the remaining principal balance on the ESOP debt is payable as follows:

Year Ending
December 31, Amount
(In thousands)
2012 $ 105
2013 105
2014 108
2015 112
2016 115
Thereafter 1,381

$ 1,926
Shares held by the ESOP include the following:

March 31, 2012

Allocated —
Committed to be

allocated 2,140
Unallocated 190,432

192,572
The fair value of unallocated shares was approximately $2.4 million at March 31, 2012.

Total compensation expense recognized in connection with the ESOP for the three month period ended March 31,
2012 was $26,000.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operation
Safe Harbor Statement for Forward-Looking Statements

This report may contain forward-looking statements within the meaning of the federal securities laws. These
statements are not historical facts; rather they are statements based on the Company’s current expectations regarding its
business strategies and their intended results and its future performance. Forward-looking statements are preceded by
terms such as “expects,” “believes,”

99 ¢

anticipates,” “intends” and similar expressions.

Forward-looking statements are not guarantees of future performance. Numerous risks and uncertainties could cause
or contribute to the Company’s actual results, performance and achievements being materially different from those
expressed or implied by the forward-looking statements. Factors that may cause or contribute to these differences
include, without limitation, general economic conditions, including changes in market interest rates and changes in
monetary and fiscal policies of the federal government; legislative and regulatory changes; the quality and
composition of the loan and investment securities portfolio; loan demand; deposit flows; competition; and changes in
accounting principles and guidelines. Additional factors that may affect our results are discussed in the Company’s
2011 Annual Report on Form 10-K under the section titled “Item 1A.-Risk Factors.” These factors should be considered
in evaluating the forward-looking statements and undue reliance should not be placed on such statements. Except as
required by applicable law or regulation, the Company assumes no obligation and disclaims any obligation to update
any forward-looking statements.

Critical Accounting Policies

We consider accounting policies involving significant judgments and assumptions by management that have, or could
have, a material impact on the carrying value of certain assets or on income to be critical accounting policies.

Allowance for Loan Losses. The allowance for loan losses is the amount estimated by management as necessary to
cover losses inherent in the loan portfolio at the balance sheet date. The allowance is established through the provision
for loan losses, which is charged to income. Determining the amount of the allowance for loan losses necessarily
involves a high degree of judgment. Among the material estimates required to establish the allowance are: the
likelihood of default; the loss exposure at default; the amount and timing of future cash flows on impaired loans; the
value of collateral; and the determination of loss factors to be applied to the various elements of the portfolio. All of
these estimates are susceptible to significant change. Management reviews the level of the allowance at least quarterly
and establishes the provision for loan losses based upon an evaluation of the portfolio, past loss experience, current
economic conditions and other factors related to the collectability of the loan portfolio. Although we believe that we
use the best information available to establish the allowance for loan losses, future adjustments to the allowance may
be necessary if economic or other conditions differ substantially from the assumptions used in making the evaluation.
In addition, the Federal Deposit Insurance Corporation and Massachusetts Commissioner of Banks, as an integral part
of their examination process, periodically review our allowance for loan losses and may require us to recognize
adjustments to the allowance based on their judgments about information available to them at the time of their
examination. A large loss could deplete the allowance and require increased provisions to replenish the allowance,
which would adversely affect earnings.

Deferred Tax Assets. Deferred tax assets and liabilities are reflected at currently enacted income tax rates applicable
to the period in which the deferred tax assets or liabilities are expected to be realized or settled. Management reviews
deferred tax assets on a quarterly basis to identify any uncertainties pertaining to realization of such assets. In
determining whether a valuation allowance is required against deferred tax assets, management assesses historical and
forecasted operating results, including a review of eligible carry forward periods, tax planning opportunities and other
relevant considerations. We believe the accounting estimate related to the valuation allowance is a critical estimate
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because the underlying assumptions can change from period to period. For example, tax law changes or variances in
future projected operating performance could result in a change in the valuation allowance. Should actual factors and
conditions differ materially from those used by management, the actual realization of net deferred tax assets could
differ materially from the amounts recorded in the financial statements. If we were not able to realize all or part of our
deferred tax assets in the future, an adjustment to the related valuation allowance would be charged to income tax
expense in the period such determination was made and could have a negative impact on earnings. In addition, if
actual factors and conditions differ materially from those used by management, we could incur penalties and interest
imposed by taxing authorities. A valuation allowance was not required for the five-year charitable carry-forward
created primarily by the contribution of 157,477 shares of the Company’s common stock to the Wellesley Charitable
Foundation as part of the mutual to stock conversion. Based on historical income it is expected that there will be
sufficient income to be able to deduct the entire amount of the contribution over future years.
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Comparison of Financial Condition at March 31, 2012 and December 31, 2011

General. Total assets increased $11.0 million, or 3.64%, from $303.1 million at December 31, 2011 to $314.2 million
at March 31, 2012. This increase was reflected in increases in securities available for sale of $5.8 million, or 16.12%,
and in net loans of $8.8 million, or 3.96%, while cash and cash equivalents decreased $4.9 million, or 14.62%. Asset
growth was funded primarily by an increase in deposits of $4.4 million, or 1.78% and long-term Federal Home Loan
Bank (“FHLB”) advances of $6.0 million, or 80.00%.

Loans. Loans, net increased $8.8 million, or 3.96%, from $221.8 million at December 31, 2011 to $230.6 million at
March 31, 2012. The increase in loans was due primarily to increases of $3.7 million, or 4.61%, in residential real
estate loans, and $3.8 million, or 9.64%, in construction loans. The increase in residential real estate loans reflected
growth of $6.1 million in adjustable-rate mortgage loans and a decrease of $2.4 million in fixed-rate loans. The
increase in construction loans was due to a general upswing in demand for construction loans during the quarter.

Securities. Total securities increased $5.8 million, or 16.12%, from $36.1 million at December 31, 2011 to $41.9
million at March 31, 2012, as we increased our holdings of floating rate corporate bonds and holdings of
shorter-duration mortgage-backed securities.

Deposits. Total deposits increased $4.4 million, or 1.78%, from $245.2 million at December 31, 2011 to $249.6
million at March 31, 2012. Non-interest-bearing accounts increased $3.9 million, while money market accounts
increased $2.3 million. Term certificates of deposit decreased $0.2 million during the three-month period ended
March 31, 2012. The increase in non-interest-bearing accounts was reflective of increases in both personal and
business checking accounts. MMDA balances increased primarily due to growth in our Connection Club accounts, a
premium relationship account.

Borrowings. We use borrowings from a variety of sources to supplement our supply of funds for loans and
securities. Long-term debt, consisting entirely of FHLB advances, increased $6.0 million, or 80.00%, for the three
months ended March 31, 2012. The increase in FHLB advances was in response to increased lending activity during
the quarter and a desire to extend our liability maturities while longer-term interest rates remain low. Short-term
borrowings, consisting entirely of securities sold under agreements to repurchase, were basically unchanged during
the three months ended March 31, 2012.

Stockholders Equity. Stockholders’ equity increased $20.4 million, or 89.8%, as a result of the completion of the
Company’s stock offering in January 2012.

Results of Operations for the Three Months Ended March 31, 2012 and 2011

Overview. The loss for the three months ended March 31, 2012 was $553,000, compared to net income of $492,000
for the three months ended March 31, 2011. The $1.0 million decrease was primarily due to the $1.1 million after-tax
expense associated with the funding of the Wellesley Bank Charitable Foundation. Net interest income increased

$246,000, or 9.8%, while noninterest expense, exclusive of the Foundation contribution, increased $358,000, or
23.04%.

Net Interest Income. Net interest income for the three months ended March 31, 2012 increased $246,000, or 9.8%, as
compared to the three months ended March 31, 2011. The increase in net interest income was primarily due to an
increase in interest income of $140,000, or 4.3%, and a decrease in interest expense of $106,000, or 14.7%, during the
period. The decrease in interest expense was primarily due to a decrease in the average rates paid on interest-bearing
deposits, in particular certificates of deposit and money market accounts. The average balance of FHLB advances
decreased from $12.5 million to $7.6 million, reducing the corresponding interest expense by $66,000 from the
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comparative three-month period. The average rates paid on interest-bearing liabilities decreased by 30 basis points
from the comparative three-month period. The decrease in the cost of deposits and borrowings was primarily due to a
declining long-term interest rate environment and our continued focus on pricing our deposit offerings at levels
competitive within our marketplace. We experienced an increase in the average balance of interest-bearing deposits
of 11.20% in the three-month period ended March 31, 2012 compared to the same period in 2011.
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Interest and dividend income increased $140,000, or 4.3%, from $3.2 million for the three-month period ended March
312011 to $3.4 million for the three months ended March 31, 2012. The average balance of interest-earning assets
increased 14.8%, while the average rate earned on these assets decreased 52 basis points. The decline in yield was
partially offset by the improvement in interest income attributable to asset growth. Interest and fees on loans
increased $75,000, or 2.5%, due to a 9.4% increase in the average balance of loans partially offset by a 42 basis point
decrease in the average rate received on loans. Interest income from taxable securities increased $47,000, or 34.60%,
due to a 49.34% increase in the average balance of taxable securities compared to the prior year period. The average
rate earned on taxable securities of 2.56% fell 29 basis points compared to the same period in the prior year.

Average Balances and Yields. The following table presents information regarding average balances of assets and
liabilities, the total dollar amounts of interest income and dividends from average interest-earning assets, the total
dollar amounts of interest expense on average interest-bearing liabilities, and the resulting annualized average yields
and costs. The yields and costs for the periods indicated are derived by dividing income or expense by the average
balances of assets or liabilities, respectively, for the periods presented. Average balances have been calculated using
daily balances. Loan fees are included in interest income on loans and are insignificant. Yields are not presented on a
tax-equivalent basis. Any adjustments necessary to present yields on a tax-equivalent basis are insignificant.
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(Dollars in thousands)
Interest-earning assets:
Short-term investments
Certificates of deposit
Debt securities:

Taxable

Tax-exempt
Total loans
FHLB stock
Total interest-earning assets
Allowance for loan losses
Total interest-earning assets
less allowance for loan losses
Noninterest-earning assets
Total assets
Interest-bearing liabilities:
Regular savings accounts
NOW checking accounts
Money market accounts
Certificates of deposit
Total interest-bearing deposits
Short-term borrowings
Long-term debt
Total interest-bearing liabilities
Noninterest-bearing demand
deposits
Other noninterest-bearing
liabilities
Total liabilities
Stockholders’ equity
Total liabilities and
stockholders’ equity
Net interest income
Net interest rate spread (2)
Net interest-earning assets (3)
Net interest margin (4)
Average total interest-earning
assets to average total
interest-bearing liabilities

(1

4) Represents net interest income as a percent of average interest-earning assets.
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2012
Average Interest
Outstanding  Earned/
Balance Paid
$24,005 $15
105 —
28,904 183
8,285 69
228,763 3,116
1,927 2
291,989 3,385
(3,446 )
288,543
14,323
$302,866
$27,791 31
15,697 8
51,542 75
119,985 411
215,015 525
7,451 21
7,566 71
230,032 617
35,443
1,076
266,550
36,315
$302,866
$2,768
$61,957
12693 %

For the Three Months Ended March 31,

Average
Yield/
Rate (1)

0.24
1.23

2.56
3.35
548
0.50
4.66

0.44
0.21
0.59
1.38
0.98
1.13
3.78
1.08

3.58

3.81

2011
Average Interest
Outstanding  Earned/
Balance Paid
% $15,312 $8
2,568 11
19,355 136
5,984 48
209,132 3,041
1,930 1
% 254,281 3,245
2,793 )
251,488
12,451
$263,939
% $23,912 35
13,206 6
43,032 72
113,194 453
193,344 566
6,895 20
12,500 137
% 212,739 723
29,739
890
243,368
20,571
$263,939
$2,522
%
$41,542
%
11953 %

Ratios for the three month periods have been annualized.
(2)Represents the difference between the weighted average yield on average interest-earning assets and the weighted
average cost of interest-bearing liabilities.
3) Represent total average interest-earning assets less total average interest-bearing liabilities.

Average
Yield/
Rate (1)

0.21
1.81

2.85
3.27
5.90
0.31
5.18

0.59
0.18
0.68
1.63
1.19
1.18
4.46
1.38

3.80

4.02

%

%

%

%

%

%
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Rate/Volume Analysis. The following table sets forth the effects of changing rates and volumes on our net interest
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income. The rate column shows the effects attributable to changes in rate (changes in rate multiplied by prior
volume). The volume column shows the effects attributable to changes in volume (changes in volume multiplied by
prior rate). The total increase (decrease) column represents the sum of the prior columns. For purposes of this table,
changes attributable to changes in both rate and volume that cannot be segregated have been allocated proportionally
based on the changes due to rate and the changes due to volume.

Provision for Loan Losses. The provision for loan losses was $150,000 for the three months ended March 31, 2012

(In thousands)
Interest-earning assets:
Short-term investments
Certificates of deposit
Debt securities:
Taxable
Tax-exempt
Total loans
FHLB stock
Total interest-earning
assets

Three Months Ended March 31, 2012
Compared to
Three Months Ended March 31, 2011
Increase (Decrease)

Volume

¢
58

19
230

305

Interest-bearing liabilities:

Regular savings

NOW checking
Money market
Certificates of deposit
Total interest-bearing
deposits

Short-term borrowings
Long-term debt

Total interest-bearing
liabilities

Increase (decrease) in net

15
30

54
(48
8

interest income $ 297

Due to
$
)
)
$

Rate

1
@3

(11
2
(155
1

(165
12
1
12
(72
95
(1
(18
(114

(51

)
)

Total
Increase
(Decrease)

$ 7
ar

47
21
75
1

140

4 )
2

3

42 )
41 )
1

©6 )
(106 )

$ 246

compared to $300,000 for the three months ended March 31, 2011. The decrease in the provision reflects a reduction
in the balances of impaired loans as of March 31, 2012, compared to balances of December 31, 2011.
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Analysis of Loan Loss Experience. The following table sets forth an analysis of the allowance for loan losses for the
periods indicated.

Three Months Ended
March 31,

(Dollars in thousands) 2012 2011
Balance at beginning of
period $ 3,396 $ 2,690
Provision for loan
losses 150 300
Charge-offs:
Real estate loans:
Residential — (61 )
Commercial 90 ) —
Construction — —
Commercial loans — —
Consumer loans — —
Total charge-offs 90 ) (61 )
Recoveries — —
Net charge- offs 90 ) (61 )
Allowance at end of
period $ 3,456 $ 2,929
Allowance for loan losses to

nonperforming loans at end of period 74.66 % 4248 %
Allowance for loan losses to total loans

at end of period 148 % 1.39 %
Net charge-offs to average loans outstanding

during the period 0.04 % 0.03 %

Noninterest Income. Noninterest income totaled $117,000, an increase of $12,000, or 11.43%, as wealth management
fees increased $18,000 from the comparable 2011 period.

Noninterest Expenses. Noninterest expense, exclusive of the $1.8 million contribution to establish the Foundation,
increased $358,000 to $1.9 million during the three months ended March 31, 2012 from $1.6 million for the three
months ended March 31, 2011. Factors that contributed to the increase in noninterest expense during the 2012 period
were increased salaries and employee benefits of $158,000, or 16.77%, primarily attributable to our recent branch
expansion and the appointment of a new chief financial officer and a new president of our investment advisory
subsidiary. Occupancy and equipment expense increased $88,000 resulting from normal rent increases and additional
rent and other expense associated with the new branch and related expanded office space. These increases in
noninterest expense were partially offset by a decrease of $37,000 in Federal Deposit Insurance Corporation
assessments reflecting changes to the Federal Deposit Insurance Corporation assessment base and changes to the
assessment formula.

Income Taxes. An income tax benefit of $424,000 was recorded during the quarter ended March 31, 2012 compared
to expense of $281,000 in the comparable 2011 quarter. The tax benefit was primarily associated with the
contribution to the Foundation as $719,000 of deferred tax benefit was recognized in connection with the
contribution. The effective tax rate for the 2012 three-month period was (43.4)%, compared with 36.4% for the 2011
three-month period.
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Liquidity and Capital Resources

Liquidity Management. Liquidity is the ability to meet current and future financial obligations of a short-term and
long-term nature. Our primary sources of funds consist of deposit inflows, loan repayments, maturities and sales of
securities, borrowings from the Federal Home Loan Bank of Boston and securities sold under agreements to
repurchase. While maturities and scheduled amortization of loans and securities are predictable sources of funds,
deposit flows, calls of investment securities and borrowed funds and prepayments on loans are greatly influenced by
general interest rates, economic conditions and competition.
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Management regularly adjusts our investments in liquid assets based upon an assessment of (1) expected loan demand,
(2) expected deposit flows, (3) yields available on interest-earning deposits and securities, and (4) the objectives of
our interest-rate risk and investment policies.

Our most liquid assets are cash and cash equivalents and interest-bearing deposits in other banks, and corporate

bonds. The level of these assets depends on our operating, financing, lending and investing activities during any given
period. At March 31, 2012, cash and cash equivalents totaled $28.6 million. Securities classified as
available-for-sale, whose aggregate market value exceeds cost, had a market value of $41.9 million, and short-term
investments of $24.1 million at March 31, 2012, provide additional sources of liquidity.

At March 31, 2012, we had $20.6 million in borrowings outstanding, including $13.5 million Federal Home Loan
Bank of Boston advances and $7.1 million of securities under agreements to repurchase. In addition, at March 31,
2012, we had the ability to borrow a total of $26.7 million in unused borrowing capacity from the Federal Home Loan
Bank of Boston. At March 31, 2012, we also had the ability to borrow $12.2 million from the Co-operative Central
Bank and $15.5 million from the Federal Reserve Bank under a collateralized borrowing program, none of which was
outstanding at that date.

At March 31, 2012, we had $46.6 million in loan commitments outstanding, which included $14.6 million in
unadvanced home equity lines of credit, $7.2 million in unadvanced commercial lines of credit, $11.4 million in
unadvanced funds on construction loans, and $13.4 million in new loan originations.

Term certificates of deposit due within one year of March 31, 2012 amounted to $64.8 million, or 54.27% of total
term certificates. This total has decreased $3.2 million from December 31, 2011 while balances of term certificates
maturing in more than one year have increased $1.9 million. Balances of term certificates that mature within one year
reflect customer preferences for greater liquidity of personal funds, while longer-dated certificates reflect a
willingness among customers to accept current interest rates for extended time periods. If maturing deposits are not
renewed, we will be required to seek other sources of funds, including new term certificates and other borrowings.
Depending on market conditions, we may be required to pay higher rates on such deposits or other borrowings than
we currently pay on the existing funds. Management believes, however, based on past experience that a significant
portion of our term certificates will be renewed. We have the ability to attract and retain deposits by adjusting the
interest rates offered.

The Company is a separate legal entity from the Bank and will have to provide for its own liquidity to pay its
operating expenses and other financial obligations. The Company’s primary source of income will be dividends
received from the Bank and earnings from investment of net proceeds from the offering retained by the Company.
Massachusetts banking law and Federal Deposit Insurance Corporation regulations limit distributions of capital. In
addition, the Company is subject to policy of the Board of Governors of the Federal Reserve System (‘“Federal Reserve
Board”) that dividends should be paid only out of current earnings and only if the prospective rate of earnings retention
by the Company appears consistent with its capital needs, asset quality and overall financial condition. Finally, in
connection with its nonobjection to the conversion, the Federal Deposit Insurance Corporation has required the Bank
to commit that for the three-year period immediately following the closing of the conversion it will not make any
distribution of capital to the Company, including cash dividends, except in accordance with Federal Deposit Insurance
Corporation laws and regulations and as provided for in the business plan submitted with the conversion application
without the prior approval of the Boston Area Office of the Federal Deposit Insurance Corporation if such action
would cause the Bank’s tier 1 leverage and total risk-based capital ratios to fall below 8.0% and 12.0%, respectively.
At March 31, 2012, the Company had $28.6 million of liquid assets as represented by cash and cash equivalents on an
unconsolidated basis.
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Capital Management. The Bank is subject to various regulatory capital requirements administered by the Federal
Deposit Insurance Corporation and the Massachusetts Commissioner of Banks, including a risk-based capital measure.
The Company is also subject to similar capital requirements set by the Federal Reserve Board. The risk-based capital
guidelines include both a definition of capital and a framework for calculating risk-weighted assets by assigning
balance sheet assets and off-balance sheet items to broad risk categories. At March 31, 2012, we exceeded all of our
regulatory capital requirements. We are considered “well capitalized” under regulatory guidelines.

We strive to manage our capital for maximum shareholder benefit. The capital from our stock offering significantly
increased our liquidity and capital resources. Over time, the initial level of liquidity will be reduced as net proceeds
from the stock offering are used for general corporate purposes, including the funding of lending activities. Our
financial condition and results of operations will be enhanced by the capital from the offering, resulting over time in
increased net interest-earning assets and net income. However, the large increase in equity resulting from the capital
raised in the offering will, initially, have an adverse impact on our return on equity. To help us better manage our
capital, we may consider the use of such tools as common share repurchases and cash dividends as regulations permit.
However, under FDIC regulations, we will not be allowed to repurchase any shares during the first year following the
offering, except that stock repurchases of no greater than 5% of outstanding capital stock may be made during this
one-year period where compelling and valid business reasons are established to the satisfaction of the Federal Deposit
Insurance Corporation.
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Off-Balance Sheet Arrangements

In the normal course of operations, we engage in a variety of financial transactions that, in accordance with generally
accepted accounting principles, are not recorded in our financial statements. These transactions involve, to varying
degrees, elements of credit, interest rate and liquidity risk. Such transactions are used primarily to manage customers’
requests for funding and take the form of loan commitments and lines of credit. For information about our loan
commitments and unused lines of credit see Liquidity and Capital Resources herein.

For the three months ended March 31, 2012, the Bank did not engage in any off-balance sheet transactions reasonably
likely to have a material effect on the Bank’s financial condition, results of operations or cash flows.

Item 3. Quantitative and Qualitative Disclosure About Market Risk

At March 31, 2012, there have not been any material changes to the market risk disclosure from that contained in the
Company’s Annual Report on Form 10-K for the year ended December 31, 2011.

Qualitative Aspects of Market Risk

The primary risk affecting the financial condition and operating results of the Company and the Bank is interest rate
risk. We manage the interest rate sensitivity of our interest-bearing liabilities and interest-earning assets in an effort to
minimize the adverse effects of changes in the interest rate environment. Deposit accounts typically react more
quickly to changes in market interest rates than mortgage loans because of the shorter maturities of deposits. As a
result, sharp increases in interest rates may adversely affect our earnings while decreases in interest rates may
beneficially affect our earnings. To reduce the potential volatility of our earnings, we have sought to improve the
match between asset and liability maturities and rates, while maintaining an acceptable interest rate spread. Our
strategy for managing interest rate risk emphasizes: originating adjustable-rate loans for retention in our loan
portfolio; selling in the secondary market substantially all newly originated conforming fixed rate residential mortgage
loans, promoting core deposit products and short-term time deposits; adjusting the maturities of borrowings and
adjusting the investment portfolio mix and duration. We currently do not participate in hedging programs, interest rate
swaps or other activities involving the use of derivative financial instruments.

We have an Asset/Liability Committee, which includes members of management, to communicate, coordinate and
control all aspects involving asset-liability management. The committee establishes and monitors the volume,
maturities, pricing and mix of assets and funding sources with the objective of managing assets and funding sources to
provide results that are consistent with liquidity, growth, risk limits and profitability goals.

Quantitative Aspects of Market Risk

We analyze our interest rate sensitivity position to manage the risk associated with interest rate movements through

the use of interest income and equity simulations. The matching of assets and liabilities may be analyzed by

examining the extent to which such assets and liabilities are “interest sensitive.” An asset or liability is said to be interest
rate sensitive within a specific time period if it will mature or reprice within that time period.

Our goal is to manage asset and liability positions to moderate the effects of interest rate fluctuations on net interest
income and the present value of our equity. Interest income and equity simulations are completed quarterly and
presented to the Asset/Liability Committee and the Board of Directors. The simulations provide an estimate of the
impact of changes in interest rates on net interest income and the present value of our equity under a range of
assumptions. The simulation incorporates assumptions regarding the potential timing in the repricing of certain assets
and liabilities when market rates change and the changes in spreads between different market rates. The simulation
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analysis incorporates management’s current assessment of the risk that pricing margins will change adversely over
time due to competition or other factors.
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Simulation analysis is only an estimate of our interest rate risk exposure at a particular point in time. We continually
review the potential effect changes in interest rates could have on the repayment of rate sensitive assets and funding
requirements of rate sensitive liabilities.

The table below sets forth an approximation of our exposure as a percentage of estimated net interest income for the
next 12 month period using interest income and equity simulations. The simulations use projected repricing of assets
and liabilities at March 31, 2012 on the basis of contractual maturities, anticipated repayments and scheduled rate
adjustments. Prepayment rates can have a significant impact on the simulations. Because of the large percentage of
loans we hold, rising or falling interest rates have a significant impact on the prepayment speeds of our earning assets
that in turn affect the rate sensitivity position. When interest rates rise, prepayments tend to slow. When interest rates
fall, prepayments tend to rise. Our asset sensitivity would be reduced if prepayments slow and would increase if
prepayments accelerated. While we believe such assumptions to be reasonable, there can be no assurance that
assumed prepayment rates will approximate actual future mortgage-backed security and loan repayment activity.

The following table reflects the estimated effects of changes in interest rates on the present value of our equity at
March 31, 2012 and on our projected net interest income from March 31, 2012 through March 31, 2013.

Over the Next 12 Months

As of March 31, 2012 Ending March 31, 2013
Present Value of Equity Projected Net Interest Income
Basis Point (“bp”)
Change in Rates $ Amount  $ Change % Change $ Amount  $ Change % Change
(Dollars in thousands)
300 bp $39,659 $(5.,814 ) (1279 )% $11,073 $186 1.71 %
200 41,254 (4219 ) (9.28 ) 11,024 137 1.26
100 43,475 (1,998 ) (4.39 ) 10,907 20 0.19
0 45,473 — — 10,887 — —
(100) 46,588 1,115 2.45 10,620 (267 ) (245 )

Item 4. Controls and Procedures

The Company’s management, including the Company’s principal executive officer and principal financial officer, have
evaluated the effectiveness of the Company’s “disclosure controls and procedures,” as such term is defined in Rule
13a-15(e) promulgated under the Securities Exchange Act of 1934, as amended, (the “Exchange Act”). Based upon
their evaluation, the principal executive officer and principal financial officer concluded that, as of the end of the
period covered by this report, the Company’s disclosure controls and procedures were effective for the purpose of
ensuring that the information required to be disclosed in the reports that the Company files or submits under the
Exchange Act with the Securities and Exchange Commission (the “SEC”) (1) is recorded, processed, summarized and
reported within the time periods specified in the SEC’s rules and forms, and (2) is accumulated and communicated to
the Company’s management, including its principal executive and principal financial officers, as appropriate to allow
timely decisions regarding required disclosure.

In addition, based on that evaluation, no change in the Company’s internal control over financial reporting occurred

during the quarter ended March 31, 2012 that has materially affected, or is reasonably likely to materially affect, the
Company’s internal control over financial reporting.
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PART II. OTHER INFORMATION
Item 1. Legal Proceedings

The Company is not involved in any pending legal proceedings other than routine legal proceedings occurring in the
ordinary course of business. The Company’s management believes that such routine legal proceedings, in the
aggregate, are immaterial to the Company’s financial condition and results of operations.

Item 1A. Risk Factors

For information regarding the Company’s risk factors, see Part I, Item 1A “Risk Factors” in the Company’s Annual
Report on Form 10-K for the year ended December 31, 2011, filed with the Securities and Exchange Commission on
March 26, 2012. As of March 31, 2012, the risk factors of the Company have not changed materially from those
disclosed in the Annual Report on Form 10-K for the year ended December 31, 2011.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
(a) Not applicable.

(b) On January 25, 2012, the Company completed its stock offering in connection with the mutual-to-stock
conversion of the Bank. In the stock offering, a total of 2,249,674 shares with an aggregate offering price of
$22,496,740 were sold by the Company in a subscription offering and community offering. In addition, the Company
contributed $225,000 in cash and 157,477 shares of common stock to the Wellesley Bank Charitable

Foundation. Pursuant to a registration statement on Form S-1 (No. 333-176764), which was declared effective by the
Securities and Exchange Commission on November 14, 2011, $33,961,800 of securities were registered, of which a
maximum of 3,174,000 shares with an aggregate offering price of $31,740,000 were offered for a purchase price of
$10.00 per share, and a maximum of 222,180 shares could be contributed to the Wellesley Bank Charitable
Foundation. The offering was commenced on November 21, 2011 and completed on January 25, 2012.

Sandler O’Neill & Partners, L.P. (“Sandler”’) was engaged to assist in the marketing of the common stock. For their
services, Sandler received a success fee of $270,000 plus expenses. Sandler also was engaged to act as our records
management agent in connection with the offering. For these services, Sandler received a fee of $15,000 plus
expenses.

Expenses related to the offering were approximately $1.3 million, including the expenses paid to Sandler described
above, none of which were paid to officers or directors of the Company or the Bank or associates of such persons. No
underwriting discounts, commissions or finders fees were paid in connection with the offering. Net proceeds of the
offering, prior to funding the ESOP as discussed in the next paragraph, were approximately $19.3 million. As a result
of completion of the offering, 2,407,151 shares of Company common stock were outstanding as of March 31, 2012.

Of the net proceeds of the stock offering, $10.6 million were contributed to the Bank. Additionally, $1.93 million, an
amount necessary to allow the ESOP to purchase 192,572 shares of Company common stock at $10.00 per share, was
loaned to the ESOP. In addition, $225,000 was contributed to the Wellesley Bank Charitable Foundation. All further
proceeds were retained at the holding company level for future capital needs.

Initially, both the Company and the Bank have invested the net proceeds from the stock offering in short-term
investments until these proceeds can be deployed for other purposes.

© Not applicable.
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Item 3. Defaults Upon Senior Securities

Not applicable.
Item 4. Mine Safety Disclosures
Not applicable.
Item 5. Other Information
Not applicable.

Item 6. Exhibits
3.1 Amended and Restated Articles of Incorporation of Wellesley Bancorp, Inc. (1)
3.2 Bylaws of Wellesley Bancorp, Inc. (2)

10.1 Amended and Restated Executive Salary Continuation Agreement between Wellesley Bank andThomas J.
Fontaine, as amended+

31.1 Rule 13a-14(a)/15d-14(a) Certification of Chief Executive Officer
31.2 Rule 13a-14(a)/15d-14(a) Certification of Chief Financial Officer
32.0 Section 1350 Certification
101.1*The following materials from the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31,
2012, formatted in XBRL (Extensible Business Reporting Language): (i) the Consolidated Balances Sheets,
(ii) the Consolidated Statements of Income and Comprehensive Income, (iii) the Consolidated Statement of

Changes in Stockholders’ Equity, (iv) the Consolidated Statements of Cash Flows and (v) the Notes to the
Consolidated Financial Statements, tagged as blocks of text.

* Furnished, not filed.
+ Management contract or compensation plan or arrangement.

(1)Incorporated herein by reference to the exhibits to Wellesley Bancorp, Inc.’s Pre-Effective Amendment No. 2 to
the Registration Statement on Form S-1 (File No. 333-176764), filed with the Securities and Exchange
Commission on November 7, 2011.

(2)Incorporated herein by reference to the exhibits to Wellesley Bancorp, Inc.’s Registration Statement on Form S-1
(File No. 333-176764), filed with the Securities and Exchange Commission on September 9, 2011.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

WELLESLEY BANCORP, INC.

Dated: May 11, 2012 By:/s/ Thomas J. Fontaine
Thomas J. Fontaine
President and Chief Executive Officer
(principal executive officer)

Dated: May 11, 2012 By:/s/ Gary P. Culyer
Gary P. Culyer
Chief Financial Officer and Treasurer
(principal accounting and financial officer)
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