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Item 1. Financial Statements
BRIDGE BANCORP, INC. AND SUBSIDIARIES
Consolidated Balance Sheets (unaudited)

(In thousands, except share and per share amounts)

December
March 31, 31,
2016 2015

ASSETS
Cash and due from banks $44.,797 $79,750
Interest earning deposits with banks 22,411 24,808
Total cash and cash equivalents 67,208 104,558
Securities available for sale, at fair value 883,626 800,203
Securities held to maturity (fair value of $223,535 and $210,003, respectively) 218,278 208,351
Total securities 1,101,904 1,008,554
Securities, restricted 24,865 24,788
Loans held for investments 2,481,247 2,410,774
Allowance for loan losses (21,799 ) (20,744 )
Loans, net 2,459,448 2,390,030
Premises and equipment, net 34,828 39,595
Accrued interest receivable 9,982 9,270
Goodwill 105,950 08,445
Other intangible assets 7,707 8,376
Prepaid pension 6,015 6,047
Bank owned life insurance 53,685 53,314
Other real estate owned - 250
Other assets 41,964 38,732
Total Assets $3,913,556 $3,781,959
LIABILITIES AND STOCKHOLDERS' EQUITY
Demand deposits $1,052,864 $1,156,882
Savings, NOW and money market deposits 1,619,970 1,393,888
Certificates of deposit of $100,000 or more 150,651 167,750
Other time deposits 116,927 125,105
Total deposits 2,940,412 2,843,625
Federal Funds Purchased 135,000 120,000
Federal Home Loan Bank term advances 299,174 297,507
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Repurchase agreements 50,965 50,891
Subordinated debentures 78,397 78,363
Junior subordinated debentures 15,879 15,878
Other liabilities and accrued expenses 42,791 34,567
Total Liabilities 3,562,618 3,440,831

Commitments and Contingencies - -

Stockholders' equity:
Preferred stock, par value $.01 per share (2,000,000 shares authorized; none issued) - -
Common stock, par value $.01 per share:

Authorized: 40,000,000 shares; 17,460,529 and 17,388,918 shares issued, respectively;

17,448,727 and 17,388,918 shares outstanding, respectively 175 174
Surplus 279,099 278,333
Retained earnings 76,852 72,243
Less: Treasury Stock at cost, 11,802 and O shares, respectively (331 ) -

355,795 350,750
Accumulated other comprehensive loss, net of income tax 4,857 ) (9,622 )
Total Stockholders' Equity 350,938 341,128
Total Liabilities and Stockholders' Equity $3,913,556 $3,781,959

See accompanying condensed notes to the Unaudited Consolidated Financial Statements
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BRIDGE BANCORP, INC. AND SUBSIDIARIES
Consolidated Statements of Income (unaudited)

(In thousands, except per share amounts)

Three Months Ended

March 31,

2016 2015
Interest income:
Loans (including fee income) $27.949 $16,490
Mortgage-backed securities, CMOs and other asset-backed securities 3,849 2,567
U.S. GSE securities 356 405
State and municipal obligations 894 746
Corporate Bonds 277 185
Deposits with banks 37 7
Other interest and dividend income 245 107
Total interest income 33,607 20,507
Interest expense:
Savings, NOW and money market deposits 1,278 773
Certificates of deposit of $100,000 or more 215 190
Other time deposits 194 112
Federal funds purchased and repurchase agreements 185 146
Federal Home Loan Bank advances 827 250
Subordinated debentures 1,135 -
Junior subordinated debentures 341 341
Total interest expense 4,175 1,812
Net interest income 29,432 18,695
Provision for loan losses 1,250 800
Net interest income after provision for loan losses 28,182 17,895
Non interest income:
Service charges on deposit accounts 1,073 853
Fees for other customer services 919 598
Net securities gains (losses) 66 (10
Title fee income 477 463
Other operating income 1,460 900
Total non interest income 3,995 2,804

Non interest expense:

Salaries and employee benefits 10,537 7,523
Occupancy and equipment 2,924 2,203
Technology and communications 1,085 790
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Marketing and advertising
Professional services

FDIC assessments

Acquisition costs

Amortization of other intangible assets
Other operating expenses

Total non interest expense

Income before income taxes
Income tax expense

Net income

Basic earnings per share
Diluted earnings per share

757 573
1,008 521
508 311
270 ) 175
676 48
1,682 1,166

18,907 13,310

13,270 7,389

4,644 2,626
$8,626 $4,763
$0.49 $0.41
$0.49 $0.41

See accompanying condensed notes to the Unaudited Consolidated Financial Statements.
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BRIDGE BANCORP, INC. AND SUBSIDIARIES
Consolidated Statements of Comprehensive Income (unaudited)

(In thousands)

Net Income

Other comprehensive income:

Change in unrealized net gains on securities available for sale, net of reclassifications and
deferred income taxes

Adjustment to pension liability, net of reclassifications and deferred income taxes
Unrealized losses on cash flow hedge, net of reclassifications and deferred income taxes
Total other comprehensive income

Comprehensive income

See accompanying condensed notes to the Unaudited Consolidated Financial Statements.

For the

Three Months Ended

March 31,

2016 2015

$ 8,626 $4,763
5,757 2,966
61 54
(1,053 ) (420 )
4,765 2,600

$ 13,391 $7,363
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BRIDGE BANCORP, INC. AND SUBSIDIARIES

Consolidated Statements of Stockholders’ Equity (unaudited)

(In thousands, except per share amounts)

Accumulated
Common Surplus Retained Treasury Other Total
Stock Earnings Stock Comprehensive
Loss
Balance at January 1, 2016 $ 174  $278,333 $72,243 $- $ (9,622 ) $341,128
Net income 8,626 8,626
Shares issued under the dividend reinvestment
plan ("DRP") 221 221
Stock awards granted and distributed 1 (11 ) 10 -
Stock awards forfeited 50 5o ) -
Vesting of stock awards (291 ) 291 )
Share based compensation expense 506 506
Cash dividend declared, $0.23 per share 4,017 ) 4,017 )
cher comprehensive income, net of deferred 4765 4765
income taxes
Balance at March 31, 2016 $ 175  $279,099 $76,852 $ (331 ) $ (4,857 ) $350,938
Accumulated
Common Surplus Retained Treasury Other Total
Stock Earnings Stock Comprehensive
Loss
Balance at January 1, 2015 $ 117 $118,846 $64,547 $ (25 ) $ (8,367 ) $175,118
Net income 4,763 4,763
Shares issued under the dividend
reinvestment plan ("DRP") 169 169
Stock awards granted and distributed 43 ) 43 -
Vesting of stock awards (210 ) 210 )
Income tax effect of stock plans 48 48
Share based compensation expense 350 350
Cash dividend declared, $0.23 per share (2,687 ) (2,687 )
cher comprehensive income, net of deferred 2.600 2.600
income taxes
Balance at March 31, 2015 $ 117  $119370 $66,623 $(192 ) $ (5,767 ) $180,151

See accompanying condensed notes to the Unaudited Consolidated Financial Statements.
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BRIDGE BANCORP, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows (unaudited)

(In thousands)

Cash flows from operating activities:
Net Income

Adjustments to reconcile net income to net cash provided by operating activities:

Provision for loan losses

Depreciation and (accretion)

Net amortization on securities

Increase in cash surrender value of bank owned life insurance
Amortization of intangible assets

Share based compensation expense

Excess tax benefit from share based compensation

Net securities (gains) losses

(Increase) decrease in accrued interest receivable

Small Business Administration ("SBA") loans originated for sale
Proceeds from sale of the guaranteed portion of SBA loans
Gain on sale of the guaranteed portion of SBA loans
Decrease (increase) decrease in other assets

Decrease in accrued expenses and other liabilities

Net cash provided by operating activities

Cash flows from investing activities:

Purchases of securities available for sale
Purchases of securities, restricted

Purchases of securities held to maturity

Proceeds from sales of securities available for sale
Redemption of securities, restricted

Maturities, calls and principal payments of securities available for sale
Maturities, calls and principal payments of securities held to maturity

Net increase in loans

Proceeds from loan sale

Proceeds from sales of other real estate owned, net
Purchase of premises and equipment

Net cash (used in) provided by investing activities

Cash flows from financing activities:
Net increase in deposits
Net increase in federal funds purchased

Three Months Ended
March 31,
2016 2015
$8,626 $4,763
1,250 800
(1,294 ) (645 )
1,464 1,038
371 ) (230 )
676 48
506 350
97 -
(66 ) 10
(712 ) 36
(1,170 ) -
1,310 -
(114 ) -
1,360 (502 )
2,223 ) (996 )
9,339 4,672
(145,053) (37,811)
(23,445 ) (34,875)
(21,329 ) -
28,705 73,788
23,368 36,293
46,817 25,281
11,185 3,052
(76,145 ) (65,656)
- 1,861
278 -
(960 ) (1,064 )
(156,579) 869
97,110 5,704
15,000 30,000

12
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Net increase (decrease) in FHLB advances

Net increase (decrease) in repurchase agreements

Net proceeds from issuance of common stock

Repurchase of surrendered stock from vesting of restricted stock awards
Excess tax benefit from share based compensation

Cash dividends paid

Net cash provided by (used in) financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Supplemental Information-Cash Flows:
Cash paid for:

Interest

Income tax

Noncash investing and financing activities:
Securities which settled in the subsequent period

1,793

74

221

(291 )

4,017 )
109,890

(37,350 )

104,558
$67,208

$5,251
$1,970

$5,400

See accompanying condensed notes to the Unaudited Consolidated Financial Statements.

(31,499)
(10,019)
169

(210 )
48

(2,687 )
(8,494 )

(2,953 )

51,730
$48,777

$1,842
$1,260

$-

13
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BRIDGE BANCORP, INC. AND SUBSIDIARIES
CONDENSED NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

1. BASIS OF PRESENTATION

Bridge Bancorp, Inc. (the “Company”) is a bank holding company incorporated under the laws of the State of New

York. The Company’s business currently consists of the operations of its wholly-owned subsidiary, The

Bridgehampton National Bank (the “Bank”). The Bank’s operations include its real estate investment trust subsidiary,
Bridgehampton Community, Inc. (“BCI”), a financial title insurance subsidiary, Bridge Abstract LLC (“Bridge Abstract”),
and Bridge Financial Services, Inc. (“Bridge Financial Services”), an investment services subsidiary. In addition to the
Bank, the Company has another subsidiary, Bridge Statutory Capital Trust I, which was formed in 2009. In

accordance with current accounting guidance, the trust is not consolidated in the Company’s financial statements.

The accompanying Unaudited Consolidated Financial Statements, which include the accounts of the Company and its
wholly-owned subsidiary, the Bank, have been prepared in accordance with U.S. generally accepted accounting
principles (“GAAP”) for interim financial information and with the instructions to Form 10-Q and Article 10 of
Regulation S-X. The Unaudited Consolidated Financial Statements included herein reflect all normal recurring
adjustments that are, in the opinion of management, necessary for a fair presentation of the results for the interim
periods presented. In preparing the interim financial statements, management has made estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenue and expense during the reported periods. Such estimates are
subject to change in the future as additional information becomes available or previously existing circumstances are
modified. Actual future results could differ significantly from those estimates. The annualized results of operations for
the three months ended March 31, 2016 are not necessarily indicative of the results of operations that may be expected
for the entire fiscal year. Certain information and note disclosures normally included in the financial statements
prepared in accordance with GAAP have been condensed or omitted pursuant to the rules and regulations of the
Securities and Exchange Commission (the “SEC”). Certain reclassifications have been made to prior year amounts, and
the related discussion and analysis, to conform to the current year presentation. These reclassifications did not have an
impact on net income or total stockholders’ equity. The Unaudited Consolidated Financial Statements should be read in
conjunction with the Audited Consolidated Financial Statements and notes thereto included in the Company’s Annual
Report on Form 10-K for the year ended December 31, 2015.

2. EARNINGS PER SHARE

14
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Financial Accounting Standards Board Accounting Standards Codification (“FASB ASC”) No. 260-10-45 addresses
whether instruments granted in share-based payment transactions are participating securities prior to vesting and,
therefore, need to be included in the earnings allocation in computing earnings per share (“EPS”). The restricted stock
awards and certain restricted stock units granted by the Company contain non-forfeitable rights to dividends and
therefore are considered participating securities. The two-class method for calculating basic EPS excludes dividends
paid to participating securities and any undistributed earnings attributable to participating securities.

The computation of EPS for the three months ended March 31, 2016 and 2015 is as follows:

Three months ended,

March 31,
(In thousands, except per share data) 2016 2015
Net Income $8,626 $4,763
Less: Dividends paid on and earnings allocated to participating securities (170 ) $(118 )
Income attributable to common stock $8,456 $4,645
Weighted average common shares outstanding, including participating securities 17,479 11,720
Less: weighted average participating securities (353 ) @o1 )
Weighted average common shares outstanding 17,126 11,419
Basic earnings per common share $0.49 $0.41
Income attributable to common stock $8,456 $4,645
Weighted average common shares outstanding 17,126 11,419
Weighted average common equivalent shares outstanding 11 1
Weighted average common and equivalent shares outstanding 17,137 11,420
Diluted earnings per common share $0.49 $0.41

15
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There were no stock options that were antidilutive at March 31, 2016. There were 37,739 options outstanding at
March 31, 2015 that were not included in the computation of diluted earnings per share because the options’ exercise
prices were greater than the average market price of common stock and were, therefore, antidilutive. The $16.0
million in convertible trust preferred securities outstanding at March 31, 2016 and March 31, 2015, were not included
in the computation of diluted earnings per share because the assumed conversion of the trust preferred securities was
antidilutive.

3. STOCK BASED COMPENSATION PLANS

The Compensation Committee of the Board of Directors determines stock options and restricted stock awarded under
the Bridge Bancorp, Inc. Equity Incentive Plan (“Plan”) and the Company accounts for this Plan under the FASB ASC
No. 718 and 505. On May 4, 2012, the stockholders of the Company approved the Company’s 2012 Stock-Based
Incentive Plan which supersedes the Bridge Bancorp, Inc. Equity Incentive Plan that was approved in 2006 (the “2006
Plan”). The plan provides for the grant of stock-based and other incentive awards to officers, employees and directors
of the Company.

No new grants of stock options were awarded and no compensation expense was attributable to stock options for the
three months ended March 31, 2016 and March 31, 2015 because all stock options were vested.

The intrinsic value for stock options is calculated based on the exercise price of the underlying awards and the market
price of our common stock as of the exercise or reporting date. The intrinsic value of options exercised during the first
quarter of 2016 and 2015 was $15,000 and $0, respectively. The intrinsic value of options outstanding and exercisable
at March 31, 2016 and March 31, 2015 was $103,000 and $20,000, respectively.

A summary of the status of the Company’s stock options as of and for the three months ended March 31, 2016 is as
follows:

Weighted
Weighted Average
Number Average Remaining Aggregate

of Exercise Contractual Intrinsic
(Dollars in thousands, except per share amounts) Options Price Life Value
Outstanding, January 1, 2016 23,725 $25.25
Granted - -
Exercised (4,000 ) $ 25.25

16
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Forfeited - -
Expired - -
Outstanding, March 31, 2016 19,725 $ 25.25
Vested and Exercisable, March 31, 2016 19,725 $ 25.25

Number of Exercise

Range of Exercise Prices Options Price
19,725 $25.25
19,725

$ 103
$ 103

0.66 years
0.66 years

During the three months ended March 31, 2016, restricted stock awards of 63,709 shares were granted. Of the 63,709
shares granted, 36,000 shares vest over seven years with a third vesting after years five, six and seven, 27,209 shares
vest over five years with a third vesting after years three, four and five, and 500 shares vest ratably over three years.
During the three months ended March 31, 2015, restricted stock awards of 55,437 shares were granted. Of the 55,437
shares granted, 30,625 shares vest over seven years with a third vesting after years five, six and seven and 24,812
shares vest over five years with a third vesting after years three, four and five. Compensation expense attributable to
restricted stock awards was $351,000 and $302,000 for the three months ended March 31, 2016 and 2015,

respectively.

17
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A summary of the status of the Company’s unvested restricted stock as of and for the three months ended March 31,
2016 is as follows:

Weighted
Average Grant-Date
Shares  Fair Value
Unvested, January 31,2016 281,076 $ 23.46

Granted 63,709 $ 27.80
Vested (34,927) $ 21.70
Forfeited 2,079 )$ 23.83

Unvested, March 31,2016 307,779 $ 24.55

Effective in 2015, the Board revised the design of the Long Term Incentive Plan (“LTI Plan) for Named Executive
Officers (“NEOs”) to include performance based awards. The LTI Plan includes 60% performance vested awards based
on 3-year relative Total Shareholder Return (“TSR”) to the proxy peer group and 40% time vested awards. The awards
are in the form of restricted stock units and cliff vest after five years and require an additional two year holding period
before the restricted stock units are delivered in shares of common stock. The Company recorded expense of
approximately $40,000 and $14,000 in connection with these awards for the three months ended March 31, 2016 and
2015, respectively.

In April 2009, the Company adopted a Directors Deferred Compensation Plan. Under the Plan, independent directors
may elect to defer all or a portion of their annual retainer fee in the form of restricted stock units. In addition,
Directors receive a non-election retainer in the form of restricted stock units. These restricted stock units vest ratably
over one year and have dividend rights but no voting rights. In connection with this Plan, the Company recorded
expenses of approximately $115,000 and $34,000 for the three months ended March 31, 2016 and 2015, respectively.

4. SECURITIES

The following table summarizes the amortized cost and fair value of the available for sale and held to maturity
investment securities portfolio at March 31, 2016 and December 31, 2015 and the corresponding amounts of
unrealized gains and losses therein:

March 31, 2016
Gross Gross Estimated
Amortized Unrealized Unrealized Fair
(In thousands) Cost Gains Losses Value

18
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Available for sale:

U.S. GSE securities

State and municipal obligations

U.S. GSE residential mortgage-backed securities

U.S. GSE residential collateralized mortgage obligations
U.S. GSE commercial mortgage-backed securities

U.S. GSE commercial collateralized mortgage obligations
Other asset backed securities

Corporate bonds

Total available for sale

Held to maturity:

U.S. GSE securities

State and municipal obligations

U.S. GSE residential mortgage-backed securities

U.S. GSE residential collateralized mortgage obligations
U.S. GSE commercial mortgage-backed securities

U.S. GSE commercial collateralized mortgage obligations
Corporate bonds

Total held to maturity

Total securities

10

$67,242
102,417
214,827
360,008
12,432
68,741
24,250
32,000
881,917

63,326
12,393
63,969
29,291
38,299
11,000
218,278

$1,100,195 $ 11,206

$ 82
1,346
1,775
1,663
224
449

103
5,642

2,620
34
1,544
512
821
33
5,564

$ (18
(84
(78
(808

(129
(1,940
(876
(3,933

(13
(66
(81
(147
(307

$ (4,240

) $67,306

)
)
)

~— N N

~— O N

)

) $1,107,161

103,679
216,524
360,863
12,656
69,061
22,310
31,227
883,626

65,946
12,414
65,447
29,722
38,973
11,033
223,535
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(In thousands)

Available for sale:

U.S. GSE securities

State and municipal obligations

U.S. GSE residential mortgage-backed securities

U.S. GSE residential collateralized mortgage obligations
U.S. GSE commercial mortgage-backed securities

U.S. GSE commercial collateralized mortgage obligations
Other asset backed securities

Corporate bonds

Total available for sale

Held to maturity:

U.S. GSE securities

State and municipal obligations

U.S. GSE residential mortgage-backed securities

U.S. GSE residential collateralized mortgage obligations
U.S. GSE commercial mortgage-backed securities

U.S. GSE commercial collateralized mortgage obligations
Corporate bonds

Total held to maturity

Total securities

The following table summarizes the amortized cost, fair value and maturities of the available for sale and held to

December 31, 2015
Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
$63,238 $ - $ (564 ) $62,674
87,830 427 (322 ) 87,935
201,297 237 (1,270 ) 200,264
321,253 513 (3,888 ) 317,878
12,491 7 (80 ) 12,418
64,809 9 (620 ) 64,198
24,250 - (1,879 ) 22,371
33,000 - (535 ) 32,465
808,168 1,193 (9,158 ) 800,203
7,466 1 - 7,467
64,878 1,715 (113 ) 66,480
7,609 - (106 ) 7,503
60,933 617 (498 ) 61,052
23,056 210 (313 ) 22,953
33,409 282 (185 ) 33,506
11,000 42 - 11,042
208,351 2,867 (1,215 ) 210,003

$1,016,519 $ 4,060 $ (10,373 ) $1,010,206

maturity investment securities portfolio at March 31, 2016. 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.

March 31, 2016
AmortizedFair
(In thousands) Cost Value
Maturity
Available for sale:
Within one year  $10,507 $10,521
One to five years 90,049 90,378
Five to ten years 128,043 128,594
Beyond ten years 653,318 654,133
Total $881,917 $883,626

Held to maturity:
Within one year  $4,910  $4,926
One to five years 31,088 31,457

20



Five to ten years
Beyond ten years
Total
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62,414 65,077
119,866 122,075
$218,278 $223,535
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Securities with unrealized losses at March 31, 2016 and December 31, 2015, aggregated by category and length of
time that individual securities have been in a continuous unrealized loss position, are as follows:

Less than 12 months Greater than 12 months

March 31, 2016 Unrealized Unrealized
(In thousands) Fair Value losses Fair Value losses
Available for sale:

U.S. GSE securities $ 29,231 $ 18 $ - $ -
State and municipal obligations 16,528 81 4,586 3
U.S. GSE residential mortgage-backed securities 26,843 53 10,494 25
U.S. GSE residential collateralized mortgage obligations 58,730 85 64,799 723
U.S. GSE commercial mortgage-backed securities - - - -
U.S. GSE commercial collateralized mortgage obligations 21,205 57 10,112 72
Other asset backed securities - - 22,310 1,940
Corporate bonds 17,249 751 4,875 125
Total available for sale 169,786 1,045 117,176 2,888

Held to maturity:
U.S. GSE securities - - - -

State and municipal obligations 586 - - -
U.S. GSE residential mortgage-backed securities - - 5,251 13
U.S. GSE residential collateralized mortgage obligations 2,472 4 4,737 62
U.S. GSE commercial mortgage-backed securities 6,260 70 5,094 11
U.S. GSE commercial collateralized mortgage obligations 4,846 80 3,923 67
Corporate bonds - - - -
Total held to maturity $14,164 $ 154 $ 19,005 $ 153

Less than 12 months Greater than 12 months

December 31, 2015 Unrealized Unrealized
(In thousands) Fair Value losses Fair Value losses
Available for sale:

U.S. GSE securities $37,759 $ 235 $ 24,914 $ 329
State and municipal obligations 39,621 298 5,118 24
U.S. GSE residential mortgage-backed securities 136,025 1,224 1,510 46
U.S. GSE residential collateralized mortgage obligations 187,543 1,781 66,830 2,107
U.S. GSE commercial mortgage-backed securities 8,594 80 - -
U.S. GSE commercial collateralized mortgage obligations 51,178 503 10,034 117
Other Asset backed securities - - 22,371 1,879
Corporate bonds 27,640 360 4,825 175
Total available for sale 488,360 4,481 135,602 4,677

Held to maturity:
U.S. GSE securities - -
State and municipal obligations 18,375 113 - -
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U.S. GSE residential mortgage-backed securities 7,503 106 - -
U.S. GSE residential collateralized mortgage obligations 15,918 149 15,679 349
U.S. GSE commercial mortgage-backed securities 13,982 313 - -
U.S. GSE commercial collateralized mortgage obligations 7,912 8 3,813 177
Corporate bonds - - - -
Total held to maturity $ 63,690 $ 689 $ 19,492 $ 526

Other-Than-Temporary Impairment

Management evaluates securities for other-than-temporary impairment (“OTTI”) at least on a quarterly basis, and more
frequently when economic or market conditions warrant. The investment securities portfolio is evaluated for OTTI by
segregating the portfolio into two general segments and applying the appropriate OTTI model. Investment securities
classified as available for sale or held-to-maturity are generally evaluated for OTTI under FASB ASC 320,

Accounting for Certain Investments in Debt and Equity Securities. In determining OTTI under the FASB ASC 320
model, management considers many factors, including: (1) the length of time and the extent to which

12
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the fair value has been less than cost, (2) the financial condition and near term prospects of the issuer, (3) whether the
market decline was affected by macroeconomic conditions, and (4) whether the Company has the intent to sell the
debt security or more likely than not will be required to sell the debt security before its anticipated recovery. If either
of the criteria regarding intent or requirement to sell is met, the entire difference between amortized cost and fair value
is recognized as impairment through earnings. For debt securities that do not meet the aforementioned criteria, the
amount of impairment is split into two components as follows: (1) OTTI related to credit loss, which must be
recognized in the income statement and (2) OTTI related to other factors, which is recognized in other comprehensive
income. The credit loss is defined as the difference between the present value of the cash flows expected to be
collected and the amortized cost basis. The assessment of whether an other-than-temporary decline exists involves a
high degree of subjectivity and judgment and is based on the information available to management at a point in time.

At March 31, 2016, the majority of unrealized losses on the available for sale securities are related to the Company’s
U.S. GSE residential collateralized mortgage obligations, other asset backed securities, and corporate bonds. The
decrease in fair value of the U.S. GSE residential collateralized mortgage obligations, other asset backed securities,
and corporate bonds is attributable to changes in interest rates and not credit quality. The Company does not have the
intent to sell these securities and it is more likely than not that it will not be required to sell the securities before their
anticipated recovery. Therefore, the Company does not consider these securities to be other-than-temporarily impaired
at March 31, 2016.

There were $28.7 million of proceeds from sales of securities with gross gains of approximately $0.3 million and
gross losses of approximately $0.2 million realized for the three months ended March 31, 2016. There were $73.8
million of proceeds from sales of securities with gross gains of approximately $0.5 million and gross losses of
approximately $0.5 million realized for the three months ended March 31, 2015. Proceeds from calls of securities
were $30.6 million and $0.2 million for the three months ended March 31, 2016 and 2015, respectively.

Securities having a fair value of approximately $793.2 million and $611.0 million at March 31, 2016 and December
31, 2015, respectively, were pledged to secure public deposits and Federal Home Loan Bank and Federal Reserve
Bank overnight borrowings. The Company did not hold any trading securities during the three months ended March
31, 2016 or the year ended December 31, 2015.

The Bank is a member of the Federal Home Loan Bank (“FHLB”’) of New York. Members are required to own a
particular amount of stock based on the level of borrowings and other factors, and may invest in additional amounts.
The Bank is a member of the Atlantic Central Banker’s Bank (“ACBB”) and is required to own ACBB stock. The Bank
is also a member of the Federal Reserve Bank (“FRB”) system and required to own FRB stock. FHLB, ACBB and FRB
stock is carried at cost and periodically evaluated for impairment based on ultimate recovery of par value. Both cash
and stock dividends are reported as income. The Bank owned approximately $24.9 million and $24.8 million in

FHLB, ACBB and FRB stock at March 31, 2016 and December 31, 2015, respectively. These amounts were reported
as restricted securities in the consolidated balance sheets.
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5. ESTIMATED FAIR VALUE OF FINANCIAL INSTRUMENTS

FASB ASC No. 820-10 defines fair value as the exchange price that would be received for an asset or paid to transfer
a liability (exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction
between market participants on the measurement date. FASB ASC 820-10 also establishes a fair value hierarchy
which requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs when
measuring fair value. The standard describes three levels of inputs that may be used to measure fair values:

Level 1: Quoted prices (unadjusted) for identical assets or liabilities in active markets that the entity has the ability to
access as of the measurement date.

Level 2: Significant other observable inputs other than Level 1 prices such as 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.

Level 3: Significant unobservable inputs that reflect a reporting entity’s own assumptions about the assumptions that
market participants would use in pricing an asset or liability.

13

25



Edgar Filing: BRIDGE BANCORP INC - Form 10-Q

Table of Contents

Assets and liabilities measured on a recurring basis:

(In thousands)

Financial Assets:

Available for sale securities:

U.S. GSE securities

State and municipal obligations

U.S. GSE residential mortgage-backed securities

U.S. GSE residential collateralized mortgage obligations
U.S. GSE commercial mortgage-backed securities

U.S. GSE commercial collateralized mortgage obligations
Other asset backed securities

Corporate bonds

Total available for sale

Derivatives

Financial Liabilities:
Derivatives

(In thousands)

Carrying

Value

$67,306
103,679
216,524
360,863
12,656
69,061
22,310
31,227

$883,626

$2,096

$5,162

Carrying

Value

Fair Value Measurements at
3/31/2016
Significant
Quoted
PricesOther Significant
In
Active
Markédbservable Unobservable
for

Identical
Asse tsfnputs Inputs

%evel(Level 2) (Level 3)

$ 67,306
103,679
216,524
360,863
12,656
69,061
22,310
31,227
883,626
2,096

“~L &~

$ 5,162

Fair Value Measurements at
December 31, 2015 Using:
Significant
Quoted
PricesOther Significant
In
Active
Markébservable Unobservable
for

Identical
Asse tsfnputs Inputs

%evel(Level 2) (Level 3)
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Financial Assets:
Available for sale securities:

U.S. GSE securities $62,674
State and municipal obligations 87,935
U.S. GSE residential mortgage-backed securities 200,264
U.S. GSE residential collateralized mortgage obligations 317,878
U.S. GSE commercial mortgage-backed securities 12,418
U.S. GSE commercial collateralized mortgage obligations 64,198
Other Asset backed securities 22,371
Corporate bonds 32,465
Total available for sale $800,203
Derivatives $779

Financial Liabilities:
Derivatives $2,073

14
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62,674
87,935
200,264
317,878
12,418
64,198
22,371
32,465
800,203
779

2,073
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Assets measured at fair value on a non-recurring basis are summarized below:

Fair Value Measurements at

March 31, 2016 Using:
Significant

Quoted

Prices Other Significant

In

Active

Market®bservable Unobservable

for

. Identicgl
Carrying Assets “lnputs Inputs

(In thousands) Value %evel (Level 2) (Level 3)
Impaired loans $ 167 — — $ 167

Fair Value Measurements at
December 31, 2015 Using:

Significant

Quoted

Prices Other Significant

In

Active

Market®bservable Unobservable

for

. Identic
Carrying Assets 1lnputs Inputs

(In thousands) Value gl),evel (Level 2) (Level 3)
Impaired loans $ 483 — — $ 483
Other real estate owned 250 — — 250

Impaired loans with allocated allowance for loan losses at March 31, 2016 had a carrying amount of $0.2 million,
which is made up of the outstanding balance of $0.2 million, net of a valuation allowance of $0.02 million. This
resulted in an additional provision for loan losses of $0.02 million that is included in the amount reported on the
income statement. Impaired loans with allocated allowance for loan losses at December 31, 2015, had a carrying
amount of $0.5 million, which is made up of the outstanding balance of $0.5 million, net of a valuation allowance of
$0.03 million. This resulted in an additional provision for loan losses of $0.03 million that is included in the amount
reported on the Consolidated Statements of Income.
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There was no other real estate owned at March 31, 2016. Other real estate owned at December 31, 2015 had a carrying
amount of $250,000 and no valuation allowance recorded. Accordingly, there was no additional provision for loan
losses include in the amount reported on the Consolidated Statements of Income.

The Company used the following method and assumptions in estimating the fair value of its financial instruments:

Cash and Due from Banks and Federal Funds Sold: Carrying amounts approximate fair value, since these instruments
are either payable on demand or have short-term maturities. Cash on hand and non-interest due from bank accounts
are Level 1 and interest bearing Cash Due from Banks and Federal Funds Sold are Level 2.

Securities Available for Sale and Held to Maturity: The estimated fair values are based on independent dealer
quotations on nationally recognized securities exchanges, if available (Level 1). For securities where quoted prices are
not available, fair value is based on matrix pricing, which is a mathematical technique widely used in the industry to
value debt securities without relying exclusively on quoted prices for the specific securities but rather by relying on
the securities’ relationship to other benchmark quoted securities (Level 2).

Restricted Securities: It is not practicable to determine the fair value of FHLB, ACBB and FRB stock due to
restrictions placed on its transferability.

Derivatives: Represents interest rate swaps and the estimated fair values are based on valuation models using
observable market data as of measurement date (Level 2).

Loans: The estimated fair values of real estate mortgage loans and other loans receivable are based on discounted cash
flow calculations that use available market benchmarks when establishing discount factors for the types of loans
resulting in a Level 3 classification. Exceptions may be made for adjustable rate loans (with resets of one year or less),
which would be discounted straight to their rate index plus or minus an appropriate spread. All nonaccrual loans are
carried at their current fair value. The methods utilized to estimate the fair value of loans do not necessarily represent
an exit price and therefore, while permissible for presentation purposes under ASC 825-10, do not conform to ASC
820-10.
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Impaired Loans and Other Real Estate Owned: For impaired loans, the Company evaluates the fair value of the loan in
accordance with current accounting guidance. For loans that are collateral dependent, the fair value of the collateral is
used to determine the fair value of the loan. The fair value of the collateral is determined based upon recent appraised
values. The fair value of other real estate owned is also evaluated in accordance with current accounting guidance and
determined based upon recent appraised values less the estimated cost to sell. These appraisals may utilize a single
valuation approach or a combination of approaches including comparable sales and the income approach. Adjustments
are routinely made in the appraisal process by the independent appraisers to adjust for differences between the
comparable sales and income data available. Adjustments may relate to location, square footage, condition, amenities,
market rate of leases as well as timing of comparable sales. All appraisals undergo a second review process to insure
that the methodology employed and the values derived are accurate. The fair value of the loan is compared to the
carrying value to determine if any write-down or specific reserve is required. Impaired loans are evaluated on a
quarterly basis for additional impairment and adjusted accordingly.

Appraisals for collateral-dependent impaired loans are performed by certified general appraisers (for commercial
properties) or certified residential appraisers (for residential properties) whose qualifications and licenses have been
reviewed and verified by the Company. Once received, the Credit Administration department reviews the assumptions
and approaches utilized in the appraisal as well as the overall resulting fair value in comparison with independent data
sources such as recent market data or industry-wide statistics. On a quarterly basis, the Company compares the actual
selling price of collateral that has been sold to the most recent appraised value to determine what additional
adjustment should be made to the appraisal value to arrive at fair value. Management also considers the appraisal
values for commercial properties associated with current loan origination activity. Collectively, this information is
reviewed to help assess current trends in commercial property values. For each collateral dependent impaired loan,
management considers inform