








Below To improve the level of service we provide at our branch in Sudbury, we
moved to a larger, more convenient location on Route 20.

For decades, Middlesex Savings Bank has been a strong and trusted part of the
communities we serve, including Maynard (left), and Natick (below), which serves
as our headquarters.

Below Bottom Despite a perceived credit crunch, we continued to lend money

to help consumers like Jim Hackett (pictured with loan officer Sheila Watts) reach
their financial goals.

A part of your community that’s here to stay.

2008 was a year of unprecedented uncertainty across
our country — and our communities. It was a time when
individuals and families were concerned about the security
of their deposits and the soundness of the financial insti-
tutions to which they entrusted them. Yet, through it all,
Middlesex Savings Bank remained strong for our customers
and communities.

From Acton to Ashland and Wellesley to Westford,
and across the other towns we serve, Middlesex Savings
Bank stood as it has throughout our more than 170-year
history — as a solid fixture in our communities. We
remained a place where depositors could get assurance
their assets were protected and where qualified borrowers
could still turn to get the loans they needed to reach their

goals. Our customers could take comfort in our stability,

seeing the same friendly, knowledgeable people who have
proudly served them year after year.

The challenges in our economy did not stop Middlesex
Savings Bank from moving forward with our ongoing
mission — to find new and better ways to deliver an even
higher level of service and satisfaction to our valued cus-
tomers. As part of this commitment, we implemented new
Service Excellence training to empower branch personnel
with enhanced ways to deliver exceptional service to our
customers. We also continued to ensure our customers
have easy access to a full range of financial solutions to help
them manage all aspects of their financial lives, including
business banking services, and retirement and investment
planning through Middlesex Financial Group. One of

the ways we improved service delivery in our branches

included relocating our Sudbury branch to a larger,
more convenient location, which offers safe deposit
and drive-up ATM services.

In addition, at a time when the market for credit
tightened, Middlesex Savings Bank continued to em-
ploy solid banking fundamentals by lending to qualified
borrowers. With no sub-prime loan originations, local
servicing on many of our mortgage loans, and a relent-
less commitment to doing what'’s best for our customers,
we experienced a solid year of growth in home lending.
Our high referral rate from our customers and near
100% rating in mortgage customer satisfaction was solid
proof that Middlesex Savings Bank is a trusted mortgage
lender that can help individuals and families realize

their dreams of homeownership.



The strength to stand behind businesses.
The commitment to help them get ahead.

The above signage at Curacao International Airport was produced by our customer, Design Communications, Ltd of Boston.

The economic uncertainty in 2008 had a deep impact
on businesses of all sizes and in every market segment as
credit became more costly and difficult to obtain. In the face
of the economic downturn, Middlesex Savings Bank contin-
ued to provide support because we believe that, for our
communities to be strong, local businesses need to be strong.

Leveraging our solid financial position and adhering
to our long-standing values of prudent lending and service
excellence, we continued to deliver credit and cash man-
agement solutions that helped qualified businesses, across

a wide range of industries, manage day-to-day operations
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and build for the future.

We recognize that in times of uncertainty, businesses
need assurance their financial institution has the experience,
strength, and ongoing commitment to stand behind them.
As a financially sound mutual savings bank, Middlesex
Savings Bank was able to continue providing loans and
other commercial products and services to both new and
existing customers. Our strength, coupled with the inde-
pendence mutuality provides, has allowed us to take a long
term view, restructuring or modifying loans to see our good

customers through their immediate difficulties.

As we’ve done throughout our history, Middlesex Savings Bank
continues to provide credit to support the growth of businesses

like Boston-based Design Communications, Ltd. An industry leader,
Design Communications provides custom-fabricated environmental
graphics to a wide variety of industries, including public facilities,
hospitals, educational institutions, restaurants, and sports and enter-
tainment facilities around the world, including Curacao International
Airport, Netherlands Antilles.

“Middlesex has really been there for us. Their financial strength
has given us the confidence to move forward with our projects. Last
year, we had our best year ever, and Middlesex was right with us,
allowing us to capitalize on growing opportunities at home and
abroad!” Mark Andreasson, President, Design Communications, Ltd,
(pictured center) with Vice President, Craig Kutner (left) and com-
mercial banker Chuck Merrill.

Instrumental in our support was our team of commer-
cial bankers. Their deep experience, which spans several
economic cycles, allowed them to provide perspective
and support to assist business owners managing in these
challenging times. Accessing the bank’s own resources and
professional referral network, they were able to deliver the
required financial, operational, or managerial expertise to
provide specific solutions to specific problems.

Middlesex Savings Bank’s work in the business
community continues to extend well beyond our own
customers. In 2008, we were proud to fuel the growth of
many businesses, including many small businesses, helping
to create jobs and improve regional economic stability. As
a Preferred Small Business Administration (SBA) Lender,
we helped numerous entrepreneurs fulfill their dream of
starting or expanding their own business, including helping
veterans through the SBA’s Patriot Express Program. We
are proud that our SBA activities earned us a rank among
the top 10 small business lenders in New England, and
solidified our reputation as a bank that’s dedicated to being

there for businesses.

Below Our commercial bankers, including Chris Brunell (pictured right with Matt
Brennan of ESCO technologies), understand the importance of staying connected
to their customers to offer support and assistance in these challenging times.

ESCO, located in Holliston, MA, is a manufacturer of hand-held milling machines.

Above Middlesex Savings Bank recognized the importance of staying tuned to the
needs of customers of all sizes during these challenging economic times. Pictured
is commercial banker, Jim Reardon, with David Kilkenny (right), CEO of Anthem
Musical Instruments, Inc., of North Billerica.

Above In 2008, we were active in providing financing for commercial buildings
and investment properties, such as this apartment complex in Needham for
Petrini Corporation. Pictured are Petrini’s Jim Dawley, Chief Financial Officer
(left), and Greg Petrini, Chief Executive Officer (center), with commercial banker
Mike Hart.



Responding to the changing needs of our communities.

The effects of the 2008 economy weren’t just felt in
homes and businesses, but in the heart of many communi-
ties. In some, demand for food and shelter increased, while
many of the non-profit organizations that worked to provide
these services were forced to contend with decreased fund-
ing and resources. Despite difficult economic conditions,
Middlesex Savings Bank was dedicated to addressing the
ever-changing needs in our communities and to continue
to support the non-profit organizations and programs that
help improve the quality of life for so many people.

In 2008, we were proud to contribute nearly $250,000
to non-profit organizations, an increase from 2007. We
were also proud to continue sponsoring a wealth of local
events — from sporting events to arts and cultural activities

— which help unite and enrich our communities.
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Once again, the Middlesex Savings Charitable Foun-
dation played a vital role in addressing the social needs of
our communities. Established to ensure our commitment to
philanthropy continues even in challenging economic times,
the Foundation awarded more than $275,000 to a variety
of non-profit organizations. The funding helped support a
number of organizations dedicated to basic human services,
including food pantries, such as The Open Table and
A Place to Turn, and affordable housing organizations,
including Habitat for Humanity of Greater Lowell. The
Foundation was supported by a $250,000 donation from
Middlesex Savings Bank.

Volunteerism was once again a fundamental way we
continued to give back to our communities, as employees —

throughout out entire organization — lent their time and

expertise to sit on boards, coach youth sports, and partici-
pate in community events. To help encourage more volun-
teerism, we broadened our Community VIP program to
include part-time employees. As a result, every employee
who volunteers 40 or more hours with a non-profit organi-
zation is eligible to have a charitable donation made on
their behalf by Middlesex Savings Bank.

Another way we continued to support our communi-
ties was by providing credit and banking expertise to help
fuel the growth of non-profit organizations, including
human service, social service, and religious organizations
that strengthen our communities and bring people together.

Our efforts to be a good corporate citizen extended
beyond our communities to our environment, as we formal-
ized our commitment to energy conservation, dedicating
human and financial resources to heightening awareness
and building programs to help conserve energy.

In 2009 and beyond, we’ll build on all these efforts to
support, grow, and unite the communities where Middlesex

Savings Bank has made its home.

Since our inception, Middlesex Savings Bank has always strived to
support our communities and foster a spirit of volunteerism among
employees at every level of the organization. Pat Padden, a Senior
Vice President in Commercial Banking, embodies the spirit of volun-
teerism by devoting his time to serving a variety of causes, including
coaching youth sports and tutoring at-risk students. He also gives
back by serving on the Board of Lovelane Special Needs Project
(pictured top left), a non-profit which provides horseback riding

for children with special needs.

“We provided financing to Lovelane and when the opportunity
came up to serve on the board, | was eager to help. The satisfaction
| get from my work there and for helping children is amazing. | real-
ized how fortunate | was with my own kids and wanted to give back.
| also realize how great it is to work for a company that encourages
volunteerism.”

Above Top To respond to increased demand for basic human services, the
Foundation provided a grant to Natick-based A Place to Turn, which will help
make nutritious food available to families with school-aged children. (Pictured
right is A Place to Turn Executive Director, Joanne Barry with Assistant Director
Donna Low.)

Above Center As part of our focus on affordable housing and energy conserva-
tion, the Middlesex Savings Charitable Foundation provided a grant to Habitat
for Humanity of Greater Lowell to build this “green;” LEED-certified home in
Westford, MA.

Below In 2008, our Charitable Foundation also provided a grant to help Concord-
based Open Table expand its services to Maynard. Pictured is a group of Open
Table volunteers.
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2008 Financial Highlights

In a very challenging year, Middlesex Savings
Bank had a solid financial performance. We remained a
highly liquid, well-capitalized financial institution with
a Tier 1 Capital Ratio of 9.8%, which is well above the
FDIC’s requirement of 5%. As expected, net income
decreased in 2008, reflecting our increase in loan loss
provisions and commitment to prudent financial man-
agement. Net Interest Income, however, increased
8.9% and our Net Interest Margin increased slightly.

We continued to focus on expense reduction,
and once again, managed to keep Interest Expense in
check through careful and prudent pricing on deposit
products. Operating Expenses increased moderately,

though well within our budget, and we continued to

2008 $3,564,033
2007 3,309,469
2006 3,327,103
2005 3,161,024
2004 3,051,350

2008 $2,965,093
2007 2,895,796
2006 2,942,246
2005 2,813,761
2004 2,706,787

have a more favorable Operating Expenses to Average
Total Assets ratio than many of our peers.

Our solid financial position allowed us to employ
the same underwriting standards we have always
applied and continued making loans to consumers
and businesses at a time when credit markets in the
economy tightened. We experienced 10.8% growth
in home equity loans, nearly 11.7% growth in com-
mercial mortgages, and 13.8 % growth in commercial
loans. Overall, our total loans grew nearly 5%. These
indicators are a strong testament that Middlesex
Savings Bank remained a trusted and solid financial
institution that meets the needs of individuals,

businesses and communities.

2008 $1,915,634 2008 $16,712

2007 1,824,931 2007 18,299
2006 1,793,327 2006 17,139
2005 1,736,610 2005 18,700
2004 1,585,099 2004 22,831

04 05 06 07 08

04 05 06 07 08

04 05 06 07 08

04 05 06 07 08

Total Assets
$ in Thousands

Total Deposits

$ in Thousands

Total Loans
$ in Thousands

Net Income
$ in Thousands

Consolidated Balance Sheets

MIDDLESEX SAVINGS BANK AND SUBSIDIARIES

Years ended October 31, 2008 and 2007 2008 2007
(Dollars in thousands)
ASSETS
Cash and due from banks $ 57,764 $ 44,668
Federal funds sold and overnight funds 43,712 84,582
Total cash and cash equivalents 101,476 129,250
Investment securities available for sale (amortized cost of
$1,476,337 in 2008 and $1,257,772 in 2007) (notes 2 and 8) 1,409,968 1,251,055
Loans (note 3) 1,915,634 1,824,931
Less allowance for loan losses (note 4) (21,159) (18,326)
Loans, net 1,894,475 1,806,605
Stock in Federal Home Loan Bank of Boston, at cost (note 5) 18,215 8,945
Banking premises and equipment, net (note 6) 37,994 39,212
Other real estate owned 300 —
Accrued interest receivable 12,940 14,757
Cash surrender value of life insurance (note 12) 43,308 42,317
Deferred income tax asset, net (note 9) 42,457 14,566
Other assets 2,900 2,762
$ 3,564,033 $ 3,309,469
LIABILITIES AND RETAINED EARNINGS
Deposits (note 7) $ 2,965,093 $ 2,895,796
Advances from Federal Home Loan Bank of Boston (note 5) 200,281 6,694
Repurchase agreements (note 8) 64,887 54,247
Official checks outstanding 12,792 15,377
Accrued benefits payable (note 11) 13,798 8,637
Escrow deposits of borrowers 1,478 1,448
Other liabilities 3,179 3,297
Total liabilities 3,261,508 2,985,496
Commitments and contingencies (notes 6 and 13)
Retained earnings (note 10):
Undistributed earnings 345,328 328,616
Accumulated other comprehensive loss (42,803) (4,643)
Total retained earnings 302,525 323,973
$ 3,564,033 $ 3,309,469

Please refer to the separate 2008 Middlesex Savings Bank and Subsidiaries Consolidated Financial Statements for details on above “note” references.
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Consolidated Statements of Income

MIDDLESEX SAVINGS BANK AND SUBSIDIARIES

Consolidated Statements of Changes in Retained Earnings

MIDDLESEX SAVINGS BANK AND SUBSIDIARIES

Accumulated

Years ended October 31, 2008 and 2007 2008 2007
(Dollars in thousands)
Interest and dividend income:
Mortgage loans $ 90,756 $ 87,998
Commercial loans 12,275 13,989
Other loans 10,503 12,070
Investment securities available for sale 11,155 23,613
Mortgage-backed securities available for sale 58,472 42,883
Other 2,642 3,264
Total interest and dividend income 185,703 183,817
Interest expense:
Deposits (note 7) 87,114 95,896
Advances from Federal Home Loan Bank of Boston 3,516 438
Repurchase agreements 1,029 1,118
Total interest expense 91,659 97,452
Net interest and dividend income 94,044 86,365
Provision for loan losses (note 4) 11,150 2,250
Net interest and dividend income after provision for
loan losses 82,894 84,115
Noninterest income:
Deposit account fees 2,783 2,652
Securities gains, net (note 2) 34 186
Loss on write-down of investments to fair value (note 2) (516) —
BOLI income (note 12) 990 1,803
Other 5912 5,502
Total noninterest income 9,203 10,143
Noninterest expense:
Salaries and employee benefits (note 11) 39,173 38,990
Office occupancy and equipment (note 6) 10,676 10,758
Advertising 1,466 2,477
Information technology 2,249 2,342
Postage and office supplies 1,201 1,559
Contributions 499 590
Other operating expenses 11,242 10,080
Total noninterest expense 66,506 66,796
Income before income taxes 25,591 27,462
Income taxes (note 9) 8,879 9,163
Net income $ 16,712 $ 18,299

other Total
Undistributed comprehensive retained

Years ended October 31, 2008 and 2007 earnings income (loss) earnings

(Dollars in thousands)

Balance at October 31, 2006 $ 310,317 $ (5,844) $304,473
Net income 18,299 — 18,299
Other comprehensive income:

Unrealized gain on securities available for sale,
net of $723 deferred income taxes — 1,585 1,585
Total comprehensive income 19,884
Adjustment to initially apply
SFAS No. 158, net of tax of $(275) — (384) (384)

Balance at October 31, 2007 328,616 (4,643) 323,973
Net income 16,712 — 16,712
Other comprehensive income:

Unrealized loss on securities available for sale,
net of $(24,460) deferred income taxes — (35,392) (35,392)
Adjustment of accumulated obligation for
postretirement benefits, net of $(2,006)
deferred income taxes — (2,768) (2,768)
Total comprehensive income (21,448)
Balance at October 31, 2008 $ 345,328 $ (42,803) $302,525
2008 2007
Disclosures of reclassification adjustment:
Unrealized holding (losses) gains arising during
the year (net of $24,490 tax benefit in 2008 and
$785 tax in 2007) $ (35,373) $ 1,709
Reclassification adjustment for gains included
in net income (net of $14 tax in 2008
and $62 tax in 2007) (19) (124)
Net unrealized (loss) gain on
securities available for sale $ (35,392) $ 1,585

Please refer to the separate 2008 Middlesex Savings Bank and Subsidiaries Consolidated Financial Statements for details on above “note” references.

Please refer to the separate 2008 Middlesex Savings Bank and Subsidiaries Consolidated Financial Statements for details on above “note” references.
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Consolidated Statements of Cash Flows

MIDDLESEX SAVINGS BANK AND SUBSIDIARIES

Years ended October 31, 2008 and 2007 2008 2007
(Dollars in thousands)
Cash flows from operating activities:
Net income $ 16,712 $ 18,299
Adjustments to reconcile net income to net cash provided by operating activities:
Provision for loan losses 11,150 2,250
Depreciation, amortization, and disposal 4,987 5,954
Deferred income taxes (1,625) 1,725
Securities gains, net (34) (186)
Loss on write-down of investments to fair value 516 —
Amortization of premiums on investment securities, net (513) (697)
Increase (decrease) in accrued interest receivable 1,817 (250)
Increase in cash surrender value of life insurance (991) (1,803)
Increase in other assets (138) (1,581)
Decrease in official checks outstanding (2,585) (82)
Increase (decrease) in accrued benefits payable 290 (5,491)
Increase in escrow deposits of borrowers 30 51
Decrease in other liabilities (118) (963)
Net cash provided by operating activities 29,498 17,226
Cash flows from investing activities:
Proceeds from sales of investment securities available for sale 232,474 10,141
Proceeds from calls and maturities of investment securities available for sale 255,000 205,000
Purchase of investment securities available for sale (85,625) (64,640)
Purchase of mortgage-backed investments securities available for sale (794,142) (200,216)
Principal paydowns of investment securities available for sale 173,759 138,355
Net increase in outstanding loans (99,320) (32,838)
Purchase of Federal Home Loan Bank of Boston stock (9,270) (796)
Sale of Federal Home Loan Bank of Boston stock — 153
Capital expenditures (3,672) (8,453)
Net cash (used in) provided by investing activities (330,796) 46,706
Cash flows from financing activities:
Net (decrease) increase in time deposit accounts (6,967) 30,258
Net increase (decrease) in other deposit accounts 76,264 (76,708)
Repayment to Federal Home Loan Bank of Boston (6,413) =
Advances from Federal Home Loan Bank of Boston 200,000 6,399
Increase in repurchase agreements 10,640 8,439
Net cash provided by (used in) financing activities 273,524 (31,612)
Net (decrease) increase in cash and cash equivalents (27,774) 32,320
Cash and cash equivalents, beginning of year 129,250 96,930
Cash and cash equivalents, end of year $101,476 $129,250
Supplemental cash flow information:
Cash paid during year for:
Interest $ 91,584 $ 97,450
Income taxes 11,315 8,730
Noncash transactions:
Foreclosures and properties substantively repossessed 300 —
Change in unrealized gains on securities available for sale, net of taxes
of $(24,460) (35,392) 1,585
Change in additional pension and other postretirement plan liabilities, net
of taxes of $(2,006) (2,768) (384)

Please refer to the separate 2008 Middlesex Savings Bank and Subsidiaries Consolidated Financial Statements for details on above “note” references.
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Steven M. Greenberg
James P Hackett, Il
Ellen G. Harwood

O. Bryant Hill, Jr.
Francis W. Hunnewell
Susan Dee Johnson
Susan Keir

Jonathan M. Keyes
Robert R Kiley

Brian D. Lanigan
Helen N. Lemoine
Thomas F. McCarthy
Virginia H. McEachern
David W. McWalter
Maurice McWalter
John A. Mill, Sr.
Paula Sullivan Morrison
Michael J. Murphy
George Lyman Richards, Il
Craig P Richardson
Amy D. Rossi

Charles F. Rousseau
lan E. Rubin

John D. Shannahan
Paul M. Shea
Richard M. Sluyski
Ellen S. Sturgis
Timothy J. Sullivan
Kevin B. Sweeney
Christine L. Tibor
Edmund H. Tunnicliffe, IV
Kathleen Vorce
William M. Watt
William F. Williams

A. David Zaltas

MSB HONORARY TRUSTEES
Karl A. Bremner
Frederick H. Bubier
Rudman J. Ham
Charles W. Pappas

a Member of Board of Investment
* Member of Audit Committee
As of 10.31.08

Bank Locations

RETAIL BANKING OFFICES

291 Main Street
Acton, MA 01720
(978) 263-7751

577 Massachusetts Avenue
West Acton, MA 01720
(978) 263-8006

2 West Union Street
Ashland, MA 01721
(508) 881-4911

186 The Great Road
Bedford, MA 01730
(781) 276-7864

629 Massachusetts Avenue
Boxborough, MA 01719
(978) 263-1711

64 Main Street
Concord, MA 01742
(978) 369-8112

1208 Main Street
West Concord, MA 01742
(978) 369-1150

899 Edgell Road
Framingham, MA 01701
(508) 877-7200

235 0Old Connecticut Path
Framingham, MA 01701
(508) 370-4037

598 Worcester Road
Framingham, MA 01702
(508) 935-2970

112 Boston Road
Groton, MA 01450
(978) 448-5110

830 Washington Street
Holliston, MA 01746
(508) 429-2393

10 Main Street
Hopkinton, MA 01748
(508) 435-6888

308 Great Road
Littleton, MA 01460
(978) 952-6366

17 Nason Street
Maynard, MA 01754
(978) 897-3232

72 Powdermill Road
Maynard, MA 01754
(978) 897-1808

495 Main Street
Medfield, MA 02052
(508) 359-6410

24 Milliston Road
Millis, MA 02054
(508) 376-6067

6 Main Street
Natick, MA 01760
(508) 653-0300

50 Chestnut Street
Needham, MA 02492
(781) 455-0320

162 Cordaville Road
Southborough, MA 01772
(508) 460-7036

454 Boston Post Road
Sudbury, MA 01776
(978) 443-7752

150 Commonwealth Road
Wayland, MA 01778
(508) 655-8274

200 Linden Street
Wellesley, MA 02482
(781) 237-5233

160 Littleton Road
Westford, MA 01886
(978) 692-7990

COMMERCIAL
BANKING CENTERS

200 Baker Avenue
Suite 203

Concord, MA 01742
(978) 344-5056

6 Main Street
Natick, MA 01760
(508) 653-0300

400-2 Totten Pond Road
Suite 110

Waltham, MA 02451
(781) 890-3766

120 Flanders Road
Westborough, MA 01581
(508) 599-5851
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