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To Our Shareholders, Customers and Friends:

Net income available to common shareholders
for Salisbury Bancorp, Inc. (“Salisbury”) was $549,000,
or $.33 per common share, for the third quarter ended
September 30, 2009, compared to a net loss of $(1,912,000),
or $(1.13) per common share, for the third quarter of 2008.
Annualized return on average common shareholder’s equity
was 5.40% for the third quarter of 2009 compared with -18.03%
for the third quarter of 2008. Third quarter 2008 included a
securities loss arising from a $2,856,000 write-down of Freddie
Mac preferred stock following the U.S. Government placing
FHLMC into conservatorship.

Net interest and dividend income for the quarter
increased $321,000 due primarily to a $78.6 million increase
in average earning assets, which more than offset a 33
basis point decrease in the net interest margin to 3.52%.
Excluding securities losses, all other non-interest income
decreased $68,000 as a result of a decrease in credit card fees,
attributable to the sale of the credit card portfolio in 2008, and
lower Trust/Wealth Advisory Services income, offset in part
by a $130,000 one-time life insurance benefit arising from the
passing of John F. Foley, CFO, and increased banking service
fees. Non-interest expense increased $967,000 due primarily
to a $637,000 increase in compensation expense and $67,000
in other operating expenses. The increase in compensation
expense included $378,000 in additional pension expense
related to the retirement of John F. Perotti, CEO. The increase
in other operating expense included $186,000 in additional
FDIC deposit insurance premiums due to an increase in
assessments and deposit growth.

For the nine  month  period ended
September 30, 2009 net income available to common
shareholders was $1,368,000, or $.81 per common share,
compared to $152,000, or $.09 per common share, for the
nine month period ended September 30, 2008. Annualized
return on average common shareholder’s equity was 4.59%
for the 2009 period compared with 0.55% for the 2008 period.
Net interest and dividend income increased $1,061,000 due
primarily to a $58.1 million increase in average earning assets,
which more than offset a 14 basis point decrease in the net
interest margin to 3.58%. Securities losses for 2009 result from
a $1,128,000 write-down for other than temporary impairment
on five non-agency issued CMO securities in June 2009, offset
in part by securities gains. Securities losses for 2008 result
from the aforementioned $2,856,000 write-down of Freddie
Mac preferred stock. Excluding securities losses, all other non-
interest income increased $293,000 due to increases in gains
on mortgage sales, mortgage servicing income, banking
service fees and other income, including the aforementioned
$130,000 one-time life insurance death benefit, offset in part
by a $251,000 decrease in Trust/Wealth Advisory Services
income due to the decline in the market value of assets under
management, and a decrease in credit card fees, attributable
to the sale of the credit card portfolio in 2008. Non-interest
expense increased $2,245,000 due primarily to a $1,107,000
increase in compensation expense, $181,000 in professional
services and $957,000 in other operating expenses. The

increase in compensation expense included $530,000 in
pension expense and $477,000 in salaries. The increase in
other operating expense included $701,000 in additional
FDIC deposit insurance premiums due to the 2009 special
assessment, deposit growth and an increase in premiums.

Salisbury’s assets increased to $564 million, up $69
million since December 31, 2008. Total net loans, including
loans held for sale, were $312 million at September 30,
2009 reflecting an increase of $13 million, or 4.25%, since
December 31, 2008. Non-performing assets increased $0.5
million during the quarter to $7.2 million at September from
$7.5 million at June 30, 2009, compared with $2.5 million at
December 31, 2008. A single loan relationship accounts
for $3.0 million of the 2009 increase. Reserve coverage, as
measured by the ratio of the allowance for loan losses to
gross loans, increased slightly to 1.09% at September 30,
2009 compared with 0.90% at December 31, 2008 and 1.05%
at September 30, 2008.

Deposits increased $70 million to $415 million from
$345 million at December 31, 2008. This significant growth
in deposits stems from customer preference for the safety
of insured deposits versus market risk in the equity markets
and a concerted effort by the Bank's staff to expand deposit
relationships with customers. At September 30, 2009, book
value per common share was $25.89 and tier 1 leverage
and total risk-based capital ratios were 8.57% and 12.37%,
respectively. In March 2009 Salisbury issued $8.8 million of
preferred stock pursuant to the U.S. Treasury’s TARP CPP.

As previously announced, the Board of Directors
declared a third quarter dividend of $.28 per common share
payable on November 6, 2009 to shareholders of record
on October 23, 2009. In response to changes in regulatory
requirements we are changing the timing of future dividend
announcements to coincide with quarterly earnings
announcements. Dividends, when declared, will generally
be paid the last business day of February, May, August and
November.

Despite the challenges presented by current
economic conditions, income from core operations remains
strong. Our net interest margin improved from the previous
quarter as a result of management’s efforts to manage our
assets and liabilities in today's interest rate environment.
The growth in both loans and deposits primarily reflects
our focus on doing what we do best, making loans and
gathering deposits in the communities we serve. | believe
the fundamentals of our core business remain solid and are
reflected in the growth of our balance sheet.
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Richard J. Cantele, Jr.
President & CEO

Condensed
Consolidated Statements of Condition

September 30

2009 2008
(unaudited)
Assets
Cash & due from banks $30,983,462 $8,360,286
Federal funds sold 0 2,958,000
Money market mutual funds 4,318,710 1,422,463
Certificates of deposit 5,000,000 0
Investments in available-for-sale
securities at fair value 174,765,913 144,481,985
Investments in held-to-maturity
securities at amortized cost 62,697 67,596
Federal Home Loan Bank stock 5,892,500 5,323,000
Loans, net 312,424,252 293,861,858
Investment in real estate 75,000 75,000
Other Real Estate Owned 418,024 204,534
Premises and equipment 8,890,361 7,269,020
Goodwill 9,828,712 9,828,712
Core deposit intangible 1,041,906 1,206,122
Accrued interest receivable 2,466,989 2,394,844
Cash surrender value of
life insurance policies 3,636,083 3,779,910
Other assets 4,482,258 4,416,193
Total assets $564,286,867 $485,649,523
Liabilities
Deposits:
Demand $64,718,228 $69,197,742
Savings, NOW 123,719,303 96,844,239
Money market 65,251,857 60,578,216
Time deposits 161,110,034 117,988,341
Total deposits 414,799,422 344,608,538
Borrowed funds 92,228,405 98,860,319
Other liabilities 4,781,351 3,461,335
Total liabilities 511,809,178 446,930,192

Shareholder’s equity
Preferred stock, par value $.01 per share
Authorized: 25,000 shares
Issued and outstanding shares
8,816 in 2009 and 0 in 2008 88 0
Common stock, par value $.10 per share
Authorized: 3,000,000 shares
Issued and outstanding shares
1,686,701 in 2009

and 1,685,861 in 2008 168,670 168,586
Unissued common stock
warrants outstanding 111,998 0
Paid-in capital 21,888,891 13,157,883
Retained earnings 34,997,326 34,036,732
Accumulated other
comprehensive loss (4,689,284) (8,643,870)
Total shareholder’s equity 52,477,689 38,719,331
Total liabilities and
shareholder’s equity $564,286,867 $485,649,523

Condensed
Consolidated Statements of Income

Nine Months Ended 2009 2008
September 30 (unaudited)
Interest & fees on loans $13,632,683 $13,917,620
Interest & dividends on securities 5,943,845 6,053,370
Total interest and dividend income 19,576,528 19,970,990
Interest expense on deposits 4,428,043 5,124,151
Interest expense on borrowed funds 2,421,546 3,180,446
Total interest expense 6,849,589 8,304,597
Net interest and dividend income
before provision for loan losses 12,726,939 11,666,393
Provision for loan losses 925,000 690,000
Net interest and dividend income
after provision for loan losses 11,801,939 10,976,393
Trust Wealth Advisory Services 1,433,000 1,683,735
(Write-down) gains on
available-for-sale securities, net (691,679) (2,316,865)
Other noninterest income 2,418,533 1,874,144
Other noninterest expense 13,426,771 11,182,504
Provision for income taxes (82,684) 882,661
Net income $1,617,706 $ 152,242
Net income available to shareholders $1,368,213 $ 152,242
Condensed

Consolidated Statements of Income (Loss)

Three Months Ended
September 30

Interest & fees on loans
Interest & dividends on securities
Total interest and dividend income
Interest expense on deposits
Interest expense on borrowed funds
Total interest expense
Net interest and dividend income
before provision for loan losses
Provision for loan losses
Net interest and dividend income
after provision for loan losses
Trust Wealth Advisory Services
(Write-down) gains on
available-for-sale securities, net
Other noninterest income
Other noninterest expense
Provision for income taxes
Net income (loss)
Net income (loss) available
to shareholders

2009 2008
(unaudited)
$4,643,219  § 4,685,933
2,060,184 2,025,842
6,703,403 6,711,775
1,433,358 1,484,666
823,884 1,102,103
2,257,242 2,586,769
4,446,161 4,125,006
180,000 520,000
4,266,161 3,605,006
463,000 543,000

0 (2,671,270)
795,147 783,376
4,801,998 3,835,564
2,419 336,792

$ 719,891 $ (1,912,244)
$ 549,146 $ (1,912,244)






