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There were 6,146,872 shares of common stock outstanding as of November 4, 2008.
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Item 1. Financial Statements
BRIDGE BANCORP, INC. AND SUBSIDIARY
Consolidated Balance Sheets (Unaudited)
(In thousands, except share and per share amounts)

September 30, December 31,
2008 2007

ASSETS
Cash and due from banks $ 15,860 $ 14,213
Federal funds sold 3,729 -
Interest earning deposits with banks 248 135
Total cash and cash equivalents 19,837 14,348

Securities available for sale, at fair value 261,845 189,771
Securities held to maturity (fair value of $38,591 and $5,844, respectively) 38,540 5,836
Total securities, net 300,385 195,607

Loans 413,193 375,236
Allowance for loan losses (3,634) (2,954)
Loans, net 409,559 372,282

Premises and equipment, net 18,322 18,469
Accrued interest receivable 3,437 2,707
Other assets 3,912 4,011
Total Assets $ 755,452 $ 607,424

LIABILITIES AND STOCKHOLDERS' EQUITY
Demand deposits $ 209,417 $ 176,130
Savings, NOW and money market deposits 347,404 253,012
Certificates of deposit of $100,000 or more 77,474 44,769
Other time deposits 37,255 34,998
Total deposits 671,550 508,909

Federal funds purchased and repurchase agreements 15,000 32,000
Federal Home Loan Bank advances - 10,000
Accrued interest payable 644 641
Other liabilities and accrued expenses 14,984 4,765
Total Liabilities 702,178 556,315

Stockholders' equity:
Common stock, par value $.01 per share:
Authorized: 20,000,000 shares; 6,386,306 issued;  6,146,872 and 6,110,802 shares
outstanding, respectively 64 64
Surplus 21,277 21,671
Retained earnings 39,316 37,031
Less:  Treasury Stock at cost, 239,434 and 276,274 shares, respectively (7,182) (7,889)

53,475 50,877
Accumulated other comprehensive income (loss):

(244) 213
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Net unrealized gain (loss) on securities, net of deferred taxes of ($161) and $140,
respectively
Change in pension assets (liabilities), net of deferred taxes of $1 and ($7),
respectively 43 19
Total Stockholders' Equity 53,274 51,109
Total Liabilities and Stockholders' Equity $ 755,452 $ 607,424

See accompanying notes to the Unaudited Consolidated Financial Statements.
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BRIDGE BANCORP, INC. AND SUBSIDIARY
Unaudited Consolidated Statements of  Income
(In  thousands, except per share amounts)

For the three months
ended September 30,

For the nine months
ended September 30,

2008 2007 2008 2007
Interest income:
Loans (including fee income) $ 7,087 $ 6,784 $ 20,850 $ 19,494
Mortgage-backed securities 2,174 1,513 5,649 4,260
State and municipal obligations 455 411 1,353 1,467
U.S. Treasury and government agency securities 285 305 797 967
Federal funds sold 73 295 173 537
Deposits with banks 1 1 5 3
Total interest income 10,075 9,309 28,827 26,728

Interest expense:
Savings, NOW and money market deposits 1,384 1,893 4,286 6,068
Certificates of deposit of $100,000 or more 527 351 1,581 1,031
Other time deposits 247 252 825 797
Federal funds purchased and repurchase agreements 108 - 338 65
Federal Home Loan Bank Advances - - 30 12
Total interest expense 2,266 2,496 7,060 7,973

Net interest income 7,809 6,813 21,767 18,755
Provision for loan losses 550 150 1,075 245
Net interest income after provision for loan losses 7,259 6,663 20,692 18,510

Non interest income:
Service charges on deposit accounts 798 654 2,302 1,870
Fees for other customer services 602 561 1,377 1,332
Title fee income 250 298 945 1,077
Net securities (losses) gains - - - (101)
Other operating income 27 28 108 138
Total non interest income 1,677 1,541 4,732 4,316

Non interest expense:
Salaries and employee benefits 3,265 2,702 9,404 7,906
Net occupancy expense 481 436 1,388 1,284
Furniture and fixture expense 212 205 621 623
Other operating expenses 1,443 1,284 4,260 3,670
Total non interest expense 5,401 4,627 15,673 13,483

Income before income taxes 3,535 3,577 9,751 9,343
Income tax expense 1,179 1,255 3,190 3,066
Net income $ 2,356 $ 2,322 $ 6,561 $ 6,277
Basic earnings per share $ 0.39 $ 0.38 $ 1.08 $ 1.03
Diluted earnings per share $ 0.39 $ 0.38 $ 1.08 $ 1.03
Comprehensive Income $ 2,495 $ 4,025 $ 6,128 $ 6,498
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See accompanying notes to the Unaudited Consolidated Financial Statements.
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BRIDGE BANCORP, INC.
Consolidated Statements of Stockholders' Equity
(unaudited)
(In thousands)

Accumulated
Other

Common Comprehensive Retained Treasury Comprehensive

Stock Surplus Income Earnings Stock
Income
(Loss) Total

Balance at
December 31,
2007 64 21,671 37,031 (7,889) 232 51,109
Net income 6,561 6,561 6,561
Stock awards
granted (798) 798 -
Stock awards
forfeited 91 (91) -
Shared
compensation
expense, net of
deferred tax 313 313
Cash dividends
declared (4,241) (4,241)
Other
comprehensive
income, net of
deferred tax -
Change in
unrealized
(losses)/gains in
securities
available for sale,
net of deferred tax
effects (457) (457) (457)
Adjustment to
pension liability,
net of deferred
taxes 24 (35) 24 (11)
Comprehensive
Income 6,128 -
Balance at
September 30,
2008 64 21,277 39,316 (7,182) (201) 53,274

See accompanying notes to the Unaudited Consolidated Financial Statements.

3
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BRIDGE BANCORP, INC. AND SUBSIDIARY
Consolidated Statements of Cash Flows (unaudited)
(In thousands)

Nine months ended September 30, 2008 2007
Operating activities:
Net Income $ 6,561 $ 6,277
Adjustments to reconcile net income to net cash provided by operating activities:
Provision for loan losses 1,075 245
Depreciation and amortization 900 908
(Accretion) and amortization, net (66) (26)
Share based compensation expense 313 167
Tax benefit from exercise of stock options issued pursuant to equity incentive plans - (25)
Net securities losses - 101
Increase in accrued interest receivable (730) (493)
Decrease (increase) in other assets 84 (271)
Increase in accrued and other liabilities 10,520 148
Net cash provided by operating activities 18,657 7,031

Investing Activities:
Purchases of securities available for sale (162,812) (33,909)
Purchases of FHLB stock (23,817) (2,027)
Purchases of securities held to maturity (38,321) (3,609)
Sales of securities available for sale - 8,484
Redemption of FHLB stock 25,324 2,093
Maturities of securities available for sale 68,505 24,978
Maturities of securities held to maturity 5,234 7,851
Principal payments on mortgage-backed securities 20,417 13,905
Net increase in loans (38,352) (36,398)
Purchase of premises and equipment (753) (1,422)
Net cash used by investing activities (144,575) (20,054)

Financing Activities:
Net increase in deposits 162,641 92,544
Net decrease in other borrowings (27,000) (18,600)
Net proceeds from exercise of stock options issued pursuant to equity incentive plan - 149
Cash dividends paid (4,234) (4,206)
Net cash provided by financing activities 131,407 69,887

Increase in cash and cash equivalents 5,489 56,864
Cash and cash equivalents beginning of period 14,348 13,263
Cash and cash equivalents end of period $ 19,837 $ 70,127

Supplemental Information-Cash Flows:
Cash paid for:
Interest $ 7,056 $ 8,161
Income tax $ 3,130 $ 2,948
Noncash investing and financing activities:
Securities which settled  in the subsequent period $ 10,000 $ -
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Dividends declared and unpaid at end of period $ 1,413 $ 1,399

See accompanying notes to the Unaudited Consolidated Financial Statements.
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BRIDGE BANCORP, INC. AND SUBSIDIARY
CONDENSED NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

1. BASIS OF PRESENTATION

Bridge Bancorp, Inc. (the “Company”) is incorporated under the laws of the State of New York as a single bank holding
company.  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”) and a title insurance subsidiary, Bridge Abstract LLC (“Bridge Abstract”).

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 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 and nine months ended September 30, 2008 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 U.S. generally accepted accounting principles have been condensed or omitted
pursuant to the rules and regulations of the Securities and Exchange Commission. Certain reclassifications have been
made to prior year amounts, and the related discussion and analysis, to conform to the current year presentation.    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, 2007.

2. EARNINGS PER SHARE

Basic earnings per common share is computed by dividing net income by the weighted-average number of common
shares outstanding for the period.  Diluted earnings per share, which reflect the potential dilution that could occur if
outstanding stock options were exercised and dilutive stock awards were fully vested and resulted in the issuance of
common stock that then shared in the earnings of the Company, is computed by dividing net income by the weighted
average number of common shares and common stock equivalents.

Computation of Per Share Income
(in thousands, except per share data)

Three months ended Nine months ended
September 30, September 30,

2008 2007 2008 2007

Net Income $ 2,356 $ 2,322 $ 6,561 $ 6,277

Common Equivalent Shares:
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Weighted Average Common Shares Outstanding 6,076 6,073 6,076 6,071
Weighted Average Common Equivalent Shares Outstanding 21 20 18 19
Weighted Average Common and Equivalent Shares
Outstanding 6,097 6,093 6,094 6,090

Basic Earnings per Share $ 0.39 $ 0.38 $ 1.08 $ 1.03
Diluted Earnings per Share $ 0.39 $ 0.38 $ 1.08 $ 1.03

5
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There were approximately 61,705 and 60,046 options outstanding at September 30, 2008 and September 30, 2007,
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.  There were approximately
70,973 and 15,123 shares of unvested restricted stock at September 30, 2008 and September 30, 2007 with a grant
price higher than the average market price of the common stock.

3. REPURCHASE STOCK

The Company’s Board of Directors approved a stock repurchase program on March 27, 2006 that authorized the
repurchase of up to 309,000 shares or approximately 5% of its total issued and outstanding common shares.  These
shares can be purchased from time to time in the open market or through private purchases, depending on market
conditions, availability of stock, the trading price of the stock, alternative uses for capital, and the Company’s financial
performance.  Repurchased shares are held in the Company’s treasury account and may be utilized for general
corporate purposes.

For the nine months ended September 30, 2008 and September 30, 2007, the Company did not repurchase any of its
common shares.  At September 30, 2008, 167,041 shares were available for repurchase under the Board approved
program.

4. STOCK BASED COMPENSATION PLANS

Statement of Financial Accounting Standards 123R (“SFAS 123R”), “Accounting for Stock-Based Compensation,
Revised,” requires all public companies to record compensation cost for stock options provided to employees in return
for employee service.  The cost is measured at the fair value of the options when granted, and this cost is expensed
over the employee service period, which is normally the vesting period of the options.  The Black-Scholes option
pricing model is used to determine the grant date fair value of option grants.  No new grants of stock options were
awarded during the nine months ended September 30, 2008 and September 30, 2007.  Compensation expense
attributable to stock options was $10,000 and $28,000 for the three months and nine months ended September 30,
2008, respectively, and $7,000 and $34,000 for the three months and nine months ended September 30, 2007,
respectively.

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 reporting date.  The intrinsic value of options exercised during the third quarter of
2008 and 2007 was $0 and $91,000, respectively.  The intrinsic value of options outstanding and exercisable at
September 30, 2008 and September 30, 2007 were $178,000 and $397,000, respectively.

During the nine months ended September 30, 2008, the Company granted restricted stock awards of 42,470
shares.  These awards vest over five years with a third vesting after three years, four years and five years from the date
of grant.  No shares of restricted stock were granted for the nine months ended September 30, 2007.  Compensation
expense attributable to restricted stock awards was $108,000 and $285,000 for the three months and nine months
ended September 30, 2008, respectively, and $38,000 and $133,000 for the three months and nine months ended
September 30, 2007, respectively.

A summary of the status of the Company’s stock options as of September 30, 2008 is as follows:

Weighted
Weighted Average

Number Average Remaining Aggregate
of Exercise Contractual Intrinsic
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Options Price Life Value
Outstanding, December 31,  2007 100,415 $ 21.72
Granted - -
Exercised - -
Forfeited (2,989) $ 25.26
Expired (2,538) $ 25.28
Outstanding, September 30,  2008 94,888 $ 21.52 5.64 years $ 177,724
Vested or expected to vest 91,077 $ 21.36 5.53 years $ 177,724
Exercisable, September 30, 2008 64,802 $ 19.75 4.61 years $ 177,724

Number of
Range of Exercise Prices Shares Price

8,400 $ 12.53
13,683 $ 14.67
11,100 $ 15.47
56,302 $ 24.00-25.25
5,403 $ 26.55-30.60

6
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A summary of the status of the Company’s unvested restricted stock as of September 30, 2008 is as follows:

Weighted
Average

Grant-Date
Shares Fair Value

Unvested, December 31, 2007 36,673 $ 24.82
Granted 42,470 $ 22.00
Vested (770) $ 27.96
Forfeited (7,400) $ 24.13
Unvested, September 30, 2008 70,973 $ 23.21

5. SECURITIES

A summary of the amortized cost and estimated fair value of securities is as follows:

September 30, 2008 December 31, 2007
(In thousands) Estimated Estimated

Amortized Fair Amortized Fair
Cost Value Cost Value

Available for sale:
U.S. Treasury and government agency securities $ 30,442 $ 30,501 $ 21,422 $ 21,523
State and municipal obligations 45,683 45,421 47,547 47,803
Mortgage-backed securities 186,124 185,923 120,450 120,445
Total available for sale 262,249 261,845 189,419 189,771
Held to maturity:
State and municipal obligations 18,614 18,560 5,836 5,844
Mortgage-backed securities 19,926 20,031 - -
Total held to maturity 38,540 38,591 5,836 5,844
Total debt and equity securities $ 300,789 $ 300,436 $ 195,255 $ 195,615

Securities having a fair value of approximately $199.3 million and $176.5 million at September 30, 2008 and
December 31, 2007, respectively, were pledged to secure public deposits and Federal Home Loan Bank and Federal
Reserve Bank overnight borrowings.  The Bank did not hold any trading securities during the nine months ended
September 30, 2008 or the year ended December 31, 2007.

As of September 30, 2008, the Bank purchased a government agency security totaling $10.0 million that will settle
during the beginning of the fourth quarter.  This security is included in the consolidated balance sheet at September
30, 2008 as securities available for sale with a corresponding amount reflected in other liabilities and accrued
expenses.

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 also a member of the Federal Reserve Bank (“FRB”) system and required to own FRB
stock.  FHLB and FRB stock is carried at cost which approximates fair value and is periodically evaluated for
impairment based on ultimate recovery of par value.  Both cash and stock dividends are reported as income.  The
Bank owned approximately $0.8 million in FHLB and FRB stock at September 30, 2008 and $2.4 million at
December 31, 2007, respectively and reported these as securities available for sale in the consolidated balance sheets.
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In September 2006, the Financial Accounting Standards Board (“FASB”) issued Statement No. 157, Fair Value
Measurements.  This Statement defines fair value, establishes a framework for measuring fair value and expands
disclosures about fair value measurements.  This Statement establishes a fair value hierarchy about the assumptions
used to measure fair value and clarifies assumptions about risk and the effect of a restriction on the sale or use of an
asset.  The standard is effective for fiscal years beginning after November 15, 2007.  In February 2008, the FASB
issued Staff Position (FSP) 157-2, Effective Date of FASB Statement No. 157.  This FSP delays the effective date of
FAS 157 for all nonfinancial assets and nonfinancial liabilities, except those that are recognized or disclosed at fair
value on a recurring basis (at least annually) to fiscal years beginning after November 15, 2008, and interim periods
within those fiscal years.  The impact of adoption was not material.

Statement 157 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 value:

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 and asset or liability.

The fair value of securities available for sale is determined by obtaining quoted prices on nationally recognized
securities exchanges (Level 1 inputs) or 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 inputs).

Assets and liabilities measured at fair value on a recurring basis are summarized below:
(In thousands)

Fair Value Measurements Using

September
30, 2008

Quoted
Prices In
Active

Markets
for

Identical
Assets

(Level 1)

Significant
Other

Observable
Inputs

(Level 2)

Significant
Unobservable

Inputs
(Level 3)

Assets:
Available for sale securities $ 261,845 $ 261,845

8
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6. LOANS

The following table sets forth the major classifications of loans:

September 30,
2008 December 31, 2007

(In thousands)

Commercial real estate mortgage loans     $ 191,232     $ 175,876
Residential real estate mortgage loans 137,185 125,317
Commercial, financial, and agricultural 57,499 50,531
Installment/consumer loans 10,887 8,553
Real estate-construction loans 16,195 14,867
Total loans 412,998 375,144
Net deferred loan cost and fees 195 92

413,193 375,236
Allowance for loan losses (3,634) (2,954)
Net loans     $ 409,559     $ 372,282

The principal business of the Bank is lending, primarily in commercial real estate loans, construction loans, home
equity loans, land loans, consumer loans, residential mortgages and commercial loans.  The Bank considers its
primary lending area to be eastern Long Island in Suffolk County, New York, and a substantial portion of the Bank’s
loans are secured by real estate in this area.  Accordingly, the ultimate collectibility of such a loan portfolio is
susceptible to changes in market and economic conditions in this region.

Nonaccrual loans at September 30, 2008 and December 31, 2007 were $0.7 million and $0.2 million,
respectively.  There were no loans 90 days or more past due that were still accruing at September 30, 2008 and
December 31, 2007.

As of September 30, 2008, management determined that one commercial mortgage loan for $3.2 million to a local not
for profit organization was  an impaired loan as defined by SFAS No. 114, “Accounting by Creditors for Impairment of
a Loan – An Amendment of FASB Statement No. 5 and 15” (SFAS 114”).  For a loan to be considered impaired,
management applies its normal loan review procedures and determines after review whether it is probable that the
Company may not be able to collect all amounts due according to the original contractual terms of the loan
agreement.  Recognition of interest income on impaired loans is discontinued when reasonable doubt exists as to the
ultimate collectibility of the interest and principal of the loan.  The identified impaired loan had an original principal
balance of $4.0 million and during the third quarter of 2008 the bank received principal payments of $660,000.  The
loan  averaged $3.7 million during the nine months ended September 30, 2008.  This $3.2 million loan is current as of
September 30, 2008 and is secured with collateral that has a fair value of approximately $5.4 million as well as
personal guarantors.  Management believes that the ultimate collection of principal and interest is reasonably assured
and therefore continues to recognize interest income on an accrual basis.

As of December 31, 2007 there were no loans considered to be impaired or to be a troubled debt restructuring as
defined by SFAS No. 114.  As of September 30, 2008 there were no loans considered to be a troubled debt
restructuring as defined by SFAS No. 114.

7. ALLOWANCE FOR LOAN LOSSES
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Management monitors its loan portfolio on a regular basis, with consideration given to detailed analyses of classified
loans, repayment patterns, delinquency trends, probable incurred losses, past loss experience, current economic
conditions, and various types of concentrations of credit.  Additions to the allowance are charged to expense and
realized losses, net of recoveries, are charged to the allowance.  Based on the determination of management and the
Classification Committee, the overall level of reserves is periodically adjusted to account for the inherent and specific
risks within the entire portfolio.  Based on the Classification Committee’s review of the classified loans and the overall
reserve levels as they relate to the entire loan portfolio at September 30, 2008, management determined the allowance
for loan losses to be adequate.

9

Edgar Filing: BRIDGE BANCORP INC - Form 10-Q

21



Table of Contents

The following table sets forth changes in the allowance for loan losses.

(In thousands) For the Nine Months Ended
For the Year

Ended
September 30,

2008
September 30,

2007
December 31,

2007
Beginning balance    $ 2,954  $ 2,512       $ 2,512
Provision for loan loss 1,075 245 600
Net charge-offs (395) (38) (158)
Ending balance    $ 3,634  $ 2,719      $ 2,954

8. EMPLOYEE BENEFITS

The Bank maintains a noncontributory pension plan through the New York State Bankers Association Retirement
System covering all eligible employees.

The Bridgehampton National Bank Supplemental Executive Retirement Plan (“SERP”) provides benefits to certain
employees, as recommended by the Compensation Committee of the Board of Directors and approved by the full
Board of Directors, whose benefits under the Pension Plan are limited by the applicable provisions of the Internal
Revenue Code.  The benefit under the SERP is equal to the additional amount the employee would be entitled to under
the Pension Plan and the 401(k) Plan in the absence of such Internal Revenue Code limitations.  The assets of the
SERP are held in a rabbi trust to maintain the tax-deferred status for the individuals in the plan.  As a result, the assets
of the trust are reflected on the Consolidated Balance Sheets of the Company.  The effective date of the SERP was
January 1, 2001.

There were no contributions made to the pension plan or SERP for the nine months ended September 30, 2008.  The
Company does not anticipate making any additional contributions to the pension plan through the end of the year.

The Company’s funding policy with respect to its benefit plans is to contribute at least the minimum amounts required
by applicable laws and regulations.

The following table sets forth the components of net periodic benefit cost and other amounts recognized in Other
Comprehensive Income.

(In thousands)

Three months ended September 30, Nine months ended September 30,
Pension Benefits SERP Benefits Pension Benefits SERP Benefits
2008 2007 2008 2007 2008 2007 2008 2007

Service Cost $ 111 $ 113 $ 18 $ 15 $ 331 $ 337 $ 53 $ 45
Interest Cost 70 71 12 13 209 210 36 39
Expected return on
plan assets (124) (99) - - (371) (295) - -
Amortization of net
loss - 3 - - - 10 - -
Amortization of
unrecognized prior
service cost 2 3 - - 6 7 - -
Amortization of
unrecognized

- - 7 7 - - 20 21
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transition (asset)
obligation
Net periodic benefit
cost $ 59 $ 91 $ 37 $ 35 $ 175 $ 269 $ 109 $ 105

9.  SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

Securities sold under agreements to repurchase are financing agreements that mature within seven years.  The
arrangements outstanding as of September 30, 2008 were entered into during February and March of 2008.  The
securities sold under agreements to repurchase had an average balance of $15.0 million and an average interest rate of
2.4% during the nine months ended September 30, 2008.  The maximum month end balance during the nine months
ended September 30, 2008 was $15.0 million.  At maturity, the securities underlying the agreements are returned to
the Company.  There were $15.0 million and $25.0 million of securities sold under agreements to repurchase
outstanding as of September 30, 2008 and December 31, 2007, respectively.

10
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10.  FEDERAL HOME LOAN BANK ADVANCES

There were no advances from the Federal Home Loan Bank outstanding as of September 30, 2008.  As of December
31, 2007, there was one advance from the Federal Home Loan bank for $10.0 million with a fixed interest rate of
4.3% that matured in January 2008 and was repaid upon maturity.

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Private Securities Litigation Reform Act Safe Harbor Statement

This report may contain statements relating to the future results of the Company (including certain projections and
business trends) that are considered “forward-looking statements” as defined in the Private Securities Litigation Reform
Act of 1995 (the “PSLRA”).  Such forward-looking statements, in addition to historical information, which involve risk
and uncertainties, are based on the beliefs, assumptions and expectations of management of the Company.  Words
such as “expects,” “believes,” “should,” “plans,” “anticipates,” “will,” “potential,” “could,” “intend,” “may,” “outlook,” “predict,” “project,”
“would,” “estimates,” “assumes,” “likely,” and variations of such similar expressions are intended to identify such
forward-looking statements.  Examples of forward-looking statements include, but are not limited to, possible or
assumed estimates with respect to the financial condition, expected or anticipated revenue, and results of operations
and business of the Company, including earnings growth; revenue growth in retail banking, lending and other areas;
origination volume in the Company’s consumer, commercial and other lending businesses; current and future capital
management programs; non-interest income levels, including fees from the abstract subsidiary and banking services as
well as product sales; tangible capital generation; market share; expense levels; and other business operations and
strategies.  For this presentation, the Company claims the protection of the safe harbor for forward-looking statements
contained in the PSLRA.

Factors that could cause future results to vary from current management expectations include, but are not limited
to:  change in economic conditions including an economic recession that could affect the value of real estate collateral
and the ability for borrowers to repay their loans;  legislative and regulatory changes, including increases in FDIC
insurance rates; monetary and fiscal policies of the federal government; changes in tax policies, rates and regulations
of federal, state and local tax authorities; changes in interest rates; deposit flows; the cost of funds; demand for loan
products and other financial services; competition; changes in the quality and composition of the Bank’s loan and
investment portfolios; changes in management’s business strategies; changes in accounting principles, policies or
guidelines; changes in real estate values and other factors discussed elsewhere in this report, factors set forth under
Item 1A., Risk Factors, in our Annual Report on Form 10-K for the year ended December 31, 2007 and in other
reports filed by the Company with the Securities and Exchange Commission.  The forward-looking statements are
made as of the date of this report, and the Company assumes no obligation to update the forward-looking statements
or to update the reasons why actual results could differ from those projected in the forward-looking statements.

Overview

Who We Are and How We Generate Income

Bridge Bancorp, Inc. (“the Company”), a New York corporation, is a single bank holding company formed in 1989.  On
a parent-only basis, the Company has had minimal results of operations.  The Company is dependent on dividends
from its wholly owned subsidiary, The Bridgehampton National Bank (“the Bank”), its own earnings, additional capital
raised, and borrowings as sources of funds.  The information in this report reflects principally the financial condition
and results of operations of the Bank.  The Bank’s results of operations are primarily dependent on its net interest
income, which is mainly the difference between interest income on loans and investments and interest expense on
deposits and borrowings.  The Bank also generates non interest income, such as fee income on deposit accounts and
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merchant credit and debit card processing programs, income from its title abstract subsidiary, and net gains on sales of
securities and loans.  The level of its non interest expenses, such as salaries and benefits, occupancy and equipment
costs, other general and administrative expenses, expenses from its title insurance subsidiary, and income tax expense,
further affects the Bank’s net income.  Certain reclassifications have been made to prior year amounts and the related
discussion and analysis to conform to the current year presentation.
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Quarterly Highlights

•Net income of $2.4 million or $0.39 per diluted share for the third quarter of 2008 as compared to net income of $2.3
million or $0.38 per diluted share for the third quarter of 2007.

• Returns on average equity and assets of 17.38% and 1.30%, respectively for the third quarter of 2008.

• Net interest income increased to $7.8 million for the third quarter of 2008 as compared to $6.8 million in 2007.

• A net interest margin of 4.71% for the third quarter of 2008 as compared to 4.85% for 2007.

•Total loans at September 30, 2008 of $413.2 million, a $50.8 million or 14.0% increase from September 30, 2007.

•Total assets of $755.5 million at September 30, 2008, an increase of $105.1 million or 16.2% compared to $650.3
million at September 30, 2007.

• Deposits of $671.6 million at September 30, 2008, an increase of $74.6 million or 12.5% from September 2007.

• Demand deposits of $209.4 million at September 30, 2008, representing 31.2% of total deposits.

• Continued strong credit quality and increases in allowance for loan losses.

• The declaration of a cash dividend of $0.23 per share for the third quarter of 2008.

•Received approval from the Office of the Comptroller of the Currency for new branch locations in Shirley and Deer
Park.

Principal Products and Services and Locations of Operations

The Bank operates fourteen branches on eastern Long Island.  Federally chartered in 1910, the Bank was founded by
local farmers and merchants.  For nearly a century, the Bank has maintained its focus on building customer
relationships in this market area.  The mission of the Company is to grow through the provision of exceptional service
to its customers, its employees, and the community.  The Company strives to achieve excellence in financial
performance and build long term shareholder value.  The Bank engages in full service commercial and consumer
banking business, including accepting time, savings and demand deposits from the consumers, businesses and local
municipalities surrounding its branch offices.  These deposits, together with funds generated from operations and
borrowings, are invested primarily in: (1) commercial real estate loans; (2) home equity loans; (3) construction loans;
(4) residential mortgages; (5) secured and unsecured commercial and consumer loans; (6) FHLB, FNMA, GNMA and
FHLMC mortgage-backed securities and collateralized mortgage obligations; (7) New York State and local municipal
obligations; and (8) U.S. Treasury and government agency securities.  The Bank also offers the CDARS program,
providing up to $50,000,000 of FDIC insurance to its customers.  In addition, the Bank offers merchant credit and
debit card processing, automated teller machines, cash management services, online banking services, safe deposit
boxes and individual retirement accounts.  Through its title insurance abstract subsidiary, the Bank acts as a broker for
title insurance services.  The Bank’s customer base is comprised principally of small businesses, municipal
relationships and consumer relationships.

Significant Events
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The economic events of the past twelve months have been unprecedented.  The failure of several large financial
institutions along with the conservatorship of Fannie Mae and Freddie Mac driven by the diminution in housing values
and sub prime mortgage lending has resulted in multiple actions by the United States government. On October 3,
2008, the Congress passed the Emergency Economic Stabilization Act of 2008 (“EESA”) which provides up to $700
billion and grants new authorities to the United States Treasury Department (“Treasury”), the Federal Reserve Board
(“FRB”) and the Federal Deposit Insurance Corporation (“FDIC”) for initiatives to restore stability and liquidity to U.S.
markets.  Many European nations have also taken actions to inject liquidity and capital into critical financial
institutions in order to stabilize world markets.

On October 14, 2008, the Treasury, FRB and FDIC jointly announced a sweeping plan to invest in banks and thrifts to
help restore confidence in the U.S. banking system. Some of the actions taken by these governmental agencies
include: (i) temporarily increasing FDIC insurance coverage to $250,000 from $100,000 through December 31, 2009;
(ii) reducing the targeted federal funds rate to 1.50% from 2.00% and the discount rate to 1.75% from 2.25%,
respectively; (iii)  temporarily guaranteeing Money Market mutual funds (iv) introducing a capital purchase program
whereby the Treasury will purchase up to $250 billion in senior preferred shares from healthy qualifying financial
institutions; and (v) introducing a Temporary Liquidity Guarantee Program (“TLGP”) whereby the FDIC will guarantee
newly issued senior unsecured debt on or before June 30, 2009 and provide unlimited FDIC insurance coverage for
non-interest bearing transaction accounts for thirty days without charge followed by an annualized 10 basis point
assessment for the insurance coverage above $250,000 on such accounts.  The Bank has until November 12, 2008 to
opt out of the TLGP but currently does not anticipate opting out.  One of the provisions resulting from the EESA is the
Treasury Capital Purchase Program (“CPP”), which provides direct equity investment of perpetual preferred stock by
the Treasury in qualified financial institutions.  The program is voluntary and requires an institution to comply with a
number of restrictions and provisions, including limits on executive compensation, stock redemptions and declaration
of dividends.  Applications must be submitted by November 14, 2008 and are subject to approval by the
Treasury.  The CPP provides for a minimum investment of 1% of Risk-Weighted Assets, with a maximum investment
equal to the lesser of 3 percent of Total Risk-Weighted Assets or $25 billion.  The perpetual preferred stock
investment will have a dividend rate of 5% per year, until the fifth anniversary of the Treasury investment, and a
dividend of 9%, thereafter.  The CPP also requires the Treasury to receive warrants for common stock equal to 15% of
the capital invested by the Treasury.  The Company anticipates filing an application to participate in this program.  In
order to be eligible to participate in this program, the Company has filed a proxy statement requesting shareholder
approval to authorize the issuance of preferred stock.  The Company’s participation in the program is not automatic
and will be subject to receiving such shareholder approval and approval by the Treasury.

12
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Opportunities and Challenges

Recognizing that our market areas are generally affluent, large money center banks increasingly meet their funding
needs by aggressively pricing deposits in the Bank’s markets.  Competition for deposits and loans is intense as various
banks in the marketplace, large and small, promise excellent service and often price their products
aggressively.  Deposit growth is essential to the Bank’s ability to increase earnings; therefore branch expansion and
building share in our existing markets remain key strategic goals. Controlling funding costs yet protecting the deposit
base along with focusing on profitable growth, presents a unique set of challenges in this operating environment.

During the second half of 2007 and continuing into October 2008, the financial markets experienced significant
volatility resulting from the continued fallout of sub-prime lending and the global liquidity crises.  A multitude of
government initiatives along with seven rate cuts by the Federal Reserve totaling 375 basis points have been designed
to improve liquidity for the distressed financial markets. The ultimate objective of these efforts has been to help the
beleaguered consumer, and reduce the potential surge of residential mortgage loan foreclosures and stabilize the
banking system. Despite these actions, many of our competitors, due to liquidity concerns, have not yet adjusted their
deposit pricing. This contrasts with the impact on assets where yields on loans and securities have declined. The
squeeze between declining asset yields and more slowly declining liability pricing could impact margins.

Growth and service strategies have potential to offset the tighter net interest margin with volume as the customer base
grows through expanding the Bank’s footprint, while maintaining and developing existing relationships.  During 2007,
the Bank opened three new branches: Southampton Village, Cutchogue and its 14th branch office which is located in
Wading River.  The Bank received approval from the Office of the Comptroller of the Currency (“OCC”) and expects
that the opening of the new facility in the Village of East Hampton will be a 2009 event. In addition, in October 2008
the Bank received approval from the OCC to open a new branch in Shirley, New York and in November 2008 the
Bank received approval to open a branch in Deer Park, New York. We believe positive outcomes in the future will
result from the expansion of our geographic footprint, investments in infrastructure and technology, such as
BridgeNEXUS, our remote deposit capture product as well as the introduction of lockbox processing in the fourth
quarter of 2008, and continued focus on placing our customers first. The Bank anticipates offering a full range of
investment products and services through a third party broker dealer affiliation during the first quarter of 2009.

Corporate objectives for 2008 include:  leveraging our expanding branch network to build customer relationships and
grow loans and deposits; focusing on opportunities and processes that continue to enhance the customer experience at
the Bank; improving operational efficiencies and prudent management of non-interest expense; and maximizing
non-interest income through Bridge Abstract as well as other lines of business.   The ability to attract, retain, train and
cultivate employees at all levels of the Company remains significant to meeting these objectives. The Company has
made great progress toward the achievement of these objectives, and avoided many of the problems facing other
financial institutions as a result of maintaining discipline in its underwriting, expansion strategies, investing and
general business practices. The Company has capitalized on opportunities presented by the market in 2008 and
continues to diligently seek opportunities for growth and to strengthen the franchise. The causes of the current
economic crisis are many and have occurred over a prolonged period and therefore cannot be expected to be resolved
in days, weeks or months. The Company recognizes the potential risks of the current economic environment and will
monitor the impact of market events as we consider growth initiatives and evaluate loans and investments.

13
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Critical Accounting Policies

Allowance for Loan Losses

Management considers the accounting policy on loans and the related allowance for loan losses to be the most critical
and requires complex management judgment as discussed below.  The judgments made regarding the allowance for
loan losses can have a material effect on the results of operations of the Company.

The allowance for loan losses is established and maintained through a provision for loan losses based on probable
incurred losses inherent in the Bank’s loan portfolio.  Management evaluates the adequacy of the allowance on a
quarterly basis.  The allowance is comprised of both individual valuation allowances and loan pool valuation
allowances.  If the allowance for loan losses is not sufficient to cover actual loan losses, the Company’s earnings could
decrease.

The Bank monitors its entire loan portfolio on a regular basis, with consideration given to detailed analysis of
classified loans, repayment patterns, probable incurred losses, past loss experience, current economic conditions, and
various types of concentrations of credit.  Additions to the allowance are charged to expense and realized losses, net of
recoveries, are charged to the allowance.

Individual valuation allowances are established in connection with specific loan reviews and the asset classification
process including the procedures for impairment testing under Statement of Accounting Standard (“SFAS”) No. 114,
“Accounting by Creditors for Impairment of a Loan, an Amendment of FASB Statements No. 5 and 15,” and SFAS No.
118, “Accounting by Creditors for Impairment of a Loan - Income Recognition and Disclosures, an Amendment of
SFAS No. 114.”  Such valuation, which includes a review of loans for which full collectibility in accordance with
contractual terms is not reasonably assured, considers the estimated fair value of the underlying collateral less the
costs to sell, if any, or the present value of expected future cash flows, or the loan’s observable market value.  Any
shortfall that exists from this analysis results in a specific allowance for the loan.  Pursuant to our policy, loan losses
must be charged-off in the period the loans, or portions thereof, are deemed uncollectible.  Assumptions and
judgments by management, in conjunction with outside sources, are used to determine whether full collectibility of a
loan is not reasonably assured.  These assumptions and judgments also are used to determine the estimates of the fair
value of the underlying collateral or the present value of expected future cash flows or the loan’s observable market
value.  Individual valuation allowances could differ materially as a result of changes in these assumptions and
judgments.  Individual loan analyses are periodically performed on specific loans considered impaired.  The results of
the individual valuation allowances are aggregated and included in the overall allowance for loan losses.

Loan pool valuation allowances represent loss allowances that have been established to recognize the inherent risks
associated with our lending activities, but which, unlike individual allowances, have not been allocated to particular
problem assets.  Pool evaluations are broken down as follows:  first, loans with homogenous characteristics are pooled
by loan type and include home equity loans, residential mortgages, land loans and consumer loans.  Then all
remaining loans are segregated into pools based upon the risk rating of each credit.  Key factors in determining a
credit’s risk rating include management’s evaluation of:  cash flow, collateral, guarantor support, financial disclosures,
industry trends and strength of company management.  The determination of the adequacy of the valuation allowance
is a process that takes into consideration a variety of factors.  The Bank has developed a range of valuation allowances
necessary to adequately provide for probable incurred losses inherent in each pool of loans.  We consider our own
charge-off history along with the growth in the portfolio as well as the Bank’s credit administration and asset
management philosophies and procedures when determining the allowances for each pool.  In addition, we evaluate
and consider the impact that existing and projected economic and market conditions may have on the portfolio as well
as known and inherent risks in the portfolio.  Finally, we evaluate and consider the allowance ratios and coverage
percentages of both peer group and regulatory agency data.  These evaluations are inherently subjective because, even
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though they are based on objective data, it is management’s interpretation of that data that determines the amount of
the appropriate allowance.  If the evaluations prove to be incorrect, the allowance for loan losses may not be sufficient
to cover losses inherent in the loan portfolio, resulting in additions to the allowance for loan losses.

The Classification Committee is comprised of both members of management and the Board of Directors.  The
adequacy of the reserves is analyzed quarterly, with any adjustment to a level deemed appropriate by the
Classification Committee, based on its risk assessment of the entire portfolio.  Based on the Classification Committee’s
review of the classified loans and the overall reserve levels as they relate to the entire loan portfolio at September 30,
2008, management believes the allowance for loan losses has been established at levels sufficient to cover the
probable incurred losses in the Bank’s loan portfolio.  Future additions or reductions to the allowance may be
necessary based on changes in economic, market or other conditions.  Changes in estimates could result in a material
change in the allowance.  In addition, various regulatory agencies, as an integral part of the examination process,
periodically review the Bank’s allowance for loan losses.  Such agencies may require the Bank to recognize
adjustments to the allowance based on their judgments of the information available to them at the time of their
examination.

14
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Comparison of Operating Results

Net Income

Net income for the three months ended September 30, 2008 totaled $2.4 million or $0.39 per diluted share as
compared to $2.3 million or $0.38 per diluted share for the same period in 2007.  Changes for the three months ended
September 30, 2008 compared to September 30, 2007 include: (i) $1.0 million or 14.6% increase in net interest
income; (ii) $0.1 million or 8.8% increase in total non interest income as a result of higher service charges on deposit
accounts and fee income for customer services, partially offset by lower title insurance revenues; (iii) $0.8 million or
16.7% increase in total non interest expenses, primarily due to increased salaries and employee benefits related to
increased staffing and greater incentive based compensation.  In addition, a provision for loan losses of $0.6 million
was recorded this quarter due to the continued growth of our loan portfolio as well as our assessment of risk factors
considering the weakening economic environment and overall industry trends.  The effective income tax rate
decreased to 33.4% for the three months ended September 30, 2008 compared to 35.1% for the three months ended
September 30, 2007.

Net income for the nine months ended September 30, 2008 totaled $6.6 million or $1.08 per diluted share as compared
to $6.3 million or $1.03 per diluted share for the same period in 2007.  Changes for the nine months ended September
30, 2008 compared to September 30, 2007 include: (i) $3.0 million or 16.1% increase in net interest income, (ii) a
provision for loan losses of $1.1 million compared to $0.2 million recorded in 2007; (iii) $0.4 million or 9.6% increase
in total non interest income as a result of growth in service charges on deposit accounts and fee income from customer
services, partially offset by lower title insurance revenues; (iv) $2.2 million or 16.2% increase in non interest
expenses, primarily due to increased salaries and employee benefits related to increased staffing and greater incentive
based compensation related to the achievement of established performance goals as well as costs associated with an
expanding infrastructure related to the new branches.  Non interest income for the nine months ended September 30,
2007 included a net loss on the sale of securities realized of $0.1 million during the first quarter of 2007 due to a
repositioning of the available for sale investment portfolio. The Company’s effective income tax rate was 32.7% and
32.8% for the nine months ended September 30, 2008 and September 30, 2007, respectively.

Analysis of Net Interest Income

Net interest income, the primary contributor to earnings, represents the difference between income on interest earning
assets and expenses on interest bearing liabilities.  Net interest income depends upon the volume of interest earning
assets and interest bearing liabilities and the interest rates earned or paid on them.

The following table sets forth certain information relating to the Company’s average consolidated balance sheets and
its consolidated statements of income for the periods indicated and reflect the average yield on assets and average cost
of liabilities for the periods indicated.  Such yields and costs are derived by dividing income or expense by the average
balance of assets or liabilities, respectively, for the periods shown.  Average balances are derived from daily average
balances and include non-performing loans.  The yields and costs include fees, which are considered adjustments to
yields.  Interest on nonaccrual loans has been included only to the extent reflected in the consolidated statements of
income.  For purposes of this table, the average balances for investments in debt and equity securities exclude
unrealized appreciation/depreciation due to the application of SFAS No. 115, “Accounting for Certain Investments in
Debt and Equity Securities.”
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Three months ended September
30, 2008 2007
(In thousands) Average Average

Average Yield/ Average Yield/
Balance Interest Cost Balance Interest Cost

Interest earning assets:
Loans, net (including loan fee
income) $ 400,276 $ 7,087 7.04% $ 352,605 $ 6,784 7.63%
Mortgage-backed securities 176,716 2,174 4.89 123,571 1,513 4.86
Tax exempt securities (1) 56,597 698 4.91 47,840 626 5.19
Taxable securities 31,945 285 3.55 28,183 305 4.29
Federal funds sold 14,339 73 2.03 22,364 295 5.23
Deposits with banks 233 1 1.71 168 1 2.36
Total interest earning assets 680,106 10,318 6.04 574,731 9,524 6.57
Non interest earning assets:
Cash and due from banks 16,944 17,898
Other assets 25,801 21,532
Total assets $ 722,851 $ 614,161

Interest bearing liabilities:
Savings, NOW and money
market deposits $ 319,673 $ 1,384 1.72% $ 288,618 $ 1,893 2.60%
Certificates of deposit of
$100,000 or more 70,718 527 2.96 35,454 351 3.93
Other time deposits 35,131 247 2.80 26,614 252 3.76
Federal funds purchased and
repurchase agreements 18,163 108 2.37 - - -
Total interest bearing liabilities 443,685 2,266 2.03 350,686 2,496 2.82
Non interest bearing liabilities:
Demand deposits 218,238 211,879
Other liabilities 6,986 4,079
Total liabilities 668,909 566,644
Stockholders' equity 53,942 47,517
Total liabilities and
stockholders' equity $ 722,851 $ 614,161

Net interest income/interest
rate spread (2) 8,052 4.01% 7,028 3.75%

Net interest earning assets/net
interest margin (3) $ 236,421 4.71% $ 224,045 4.85%

Ratio of interest earning assets
to interest bearing liabilities 153.29% 163.89%

Less: Tax equivalent
adjustment (243) (215)
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Net interest income $ 7,809 $ 6,813

(1) The above table is presented on a tax equivalent basis.
(2)Net interest rate spread represents the difference between the yield on average interest earning assets and the cost

of average interest bearing liabilities.
(3) Net interest margin represents net interest income divided by average interest earning assets.
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Nine months ended September
30, 2008 2007
(In thousands) Average Average

Average Yield/ Average Yield/
Balance Interest Cost Balance Interest Cost

Interest earning assets:
Loans, net (including loan fee
income) $ 390,884 $ 20,850 7.13% $ 341,208 $ 19,494 7.64%
Mortgage-backed securities 153,939 5,649 4.90 119,430 4,260 4.77
Tax exempt securities (1) 54,216 2,078 5.12 54,778 2,179 5.32
Taxable securities 25,846 797 4.12 30,150 967 4.29
Federal funds sold 10,622 173 2.18 13,618 537 5.27
Deposits with banks 180 5 3.71 86 3 4.66
Total interest earning assets 635,687 29,552 6.21 559,270 27,440 6.56
Non interest earning assets:
Cash and due from banks 16,631 16,383
Other assets 26,482 21,883
Total assets $ 678,800 $ 597,536

Interest bearing liabilities:
Savings, NOW and money
market deposits $ 306,023 $ 4,286 1.87% $ 292,934 $ 6,068 2.77%
Certificates of deposit of
$100,000 or more 62,853 1,581 3.36 33,237 1,031 4.15
Other time deposits 34,406 825 3.20 28,275 797 3.77
Federal funds purchased and
repurchase agreements 17,879 338 2.53 1,836 77 5.61
Federal Home Loan Bank
advances 1,642 30 2.44 - - -
Total interest bearing liabilities 422,803 7,060 2.23 356,282 7,973 2.99
Non interest bearing liabilities:
Demand deposits 197,230 190,484
Other liabilities 5,294 3,689
Total liabilities 625,327 550,455
Stockholders' equity 53,473 47,081
Total liabilities and
stockholders' equity $ 678,800 $ 597,536

Net interest income/interest
rate spread (2) 22,492 3.98% 19,467 3.57%

Net interest earning assets/net
interest margin (3) $ 212,884 4.73% $ 202,988 4.65%

Ratio of interest earning assets
to interest bearing liabilities 150.35% 156.97%

(725) (712)
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Less: Tax equivalent
adjustment

Net interest income $ 21,767 $ 18,755

(1) The above table is presented on a tax equivalent basis.
(2)Net interest rate spread represents the difference between the yield on average interest earning assets and the cost

of average interestbearing liabilities.
(3) Net interest margin represents net interest income divided by average interest earning assets.
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Rate/Volume Analysis

Net interest income can be analyzed in terms of the impact of changes in rates and volumes. The following table
illustrates the extent to which changes in interest rates and in the volume of average interest earning assets and interest
bearing liabilities have affected the Bank’s interest income and interest expense during the periods
indicated.  Information is provided in each category with respect to (i) changes attributable to changes in volume
(changes in volume multiplied by prior rate); (ii) changes attributable to changes in rates (changes in rates multiplied
by prior volume); and (iii) the net changes.  For purposes of this table, changes which are not due solely to volume or
rate changes have been allocated to these categories based on the respective percentage changes in average volume
and rate.  Due to the numerous simultaneous volume and rate changes during the periods analyzed, it is not possible to
precisely allocate changes between volume and rates.  In addition, average earning assets include nonaccrual loans.

Three months ended September 30, Nine months ended September 30,
2008 vs. 2007 2008 vs. 2007

(In thousands) Changes Due To Changes Due To
Volume Rate Net Change Volume Rate Net Change

Interest income on interest
earning assets:

Loans (including loan fee
income) $ 2,839 $ (2,536) $ 303 $ 3,325 $ (1,969) $ 1,356
Mortgage-backed securities 650 11 661 1,267 122 1,389
Tax exempt securities (1) 265 (193) 72 (22) (79) (101)
Taxable securities 174 (194) (20) (133) (37) (170)
Federal funds sold (82) (140) (222) (99) (265) (364)
Deposits with banks 1 (1) - 3 (1) 2
Total interest earning assets 3,847 (3,053) 794 4,341 (2,229) 2,112

Interest expense on interest
bearing liabilities:

Savings, NOW and money
market deposits 1,103 (1,612) (509) 422 (2,204) (1,782)
Certificates of deposit of
$100,000 or more 689 (513) 176 885 (335) 550
Other time deposits 281 (286) (5) 206 (178) 28
Federal funds purchased and
repurchase agreements 108 - 108 352 (91) 261
Federal Home Loan Bank
Advances - - - 2 28 30
Total interest bearing liabilities 2,181 (2,411) (230) 1,867 (2,780) (913)
Net interest income $ 1,666 $ (642) $ 1,024 $ 2,474 $ 551 $ 3,025

(1) The above table is presented on a tax equivalent basis.

Net interest income was $7.8 million for the quarter ended September 30, 2008 compared to $6.8 million for the same
period in 2007, an increase of $1.0 million or 14.6%.  Net interest margin decreased to 4.71% for the quarter ended
September 30, 2008 as compared to 4.85% for the quarter ended September 30, 2007. The decrease in net interest
margin was primarily the result of an increase in average earnings assets of $105.4 million and the decrease in the
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yield on average total interest earning assets.  The cost of interest bearing liabilities decreased approximately 79 basis
points during the third quarter of 2008 compared to 2007, which was partly offset by a decrease in yields of
approximately 53 basis points on interest earning assets.

Net interest income was $21.8 million for the nine months ended September 30, 2008 compared to $18.8 million for
the same period in 2007, an increase of $3.0 million or 16.1%.  Net interest margin increased to 4.73% for the nine
months ended September 30, 2008 compared to 4.65% in 2007. The results were primarily due to an increase in
average earning assets of $76.4 million and the decrease in the cost of the average total interest bearing liabilities
being greater than the decrease in the yield on average total interest earning assets.  The cost of interest bearing
liabilities decreased approximately 76 basis points during the nine months of 2008 compared to 2007, which was
partly offset by a decrease in yields of approximately 35 basis points on interest earning assets.
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For the quarter ended September 30, 2008, average loans grew by $47.7 million or 13.5% to $400.3 million as
compared to $352.6 million for the same period in 2007.  Real estate mortgage loans and commercial loans primarily
contributed to the growth.  The Bank remains committed to growing loans with prudent underwriting, sensible pricing
and limited credit and extension risk.  During the nine months ended September 30, 2008, average loans grew by
$49.7 million or 14.6% to $390.9 million compared to $341.2 million for prior year.

During the third quarter of 2008, average investments increased by $65.7 million or 32.9% to $265.3 million as
compared to $199.6 million in the same period of 2007.  During the nine months ended September 30, 2008, average
investments increased by $29.6 million or 14.5% to $234.0 million as compared to $204.4 million prior year. In order
to position the balance sheet for the future and better manage liquidity and interest rate risk, a portion of the available
for sale investment securities portfolio was sold during the first quarter of 2007 resulting in a net loss of
$101,000.  For the three months ended September 30, 2008, average federal funds sold decreased to $14.3 million or
35.9% compared to $22.4 million in 2007.  For the nine months ended September 30, 2008, average federal funds sold
decreased to $10.6 million or 22.0% compared to $13.6 million in 2007.

Average interest bearing liabilities totaled $443.7 million for the quarter ended September 30, 2008 compared to
$350.7 million for the same period in 2007.  During the nine months ended September 30, 2008, average interest
bearing liabilities were $422.8 million compared to $356.3 million for prior year.  The Bank continued to offer deposit
promotions during the quarter in connection with new branch openings and to retain core deposit balances.  During the
second and third quarter of 2008, the Bank reduced interest rates on deposit products in response to the reductions in
the federal funds and discount rate by the Federal Reserve. The reduction in deposit rates along with lower borrowing
costs resulted in a decrease in the cost of interest bearing liabilities from 2.82% for the quarter ended September 30,
2007 to 2.03% for the quarter ended September 30, 2008.  During the nine months ended September 30, 2008, the cost
of interest bearing liabilities declined 76 basis points to 2.23% from 2.99% for the prior year.  Since the Company’s
interest bearing liabilities generally reprice or mature more quickly than its interest earning assets, a decrease in short
term interest rates initially results in an increase in net interest income.  Additionally, the large percentages of deposits
in money market accounts reprice at short term market rates making the balance sheet more liability sensitive.  

For the quarter ended September 30, 2008, total average deposits increased by $81.2 million or 14.4% to $643.8
million as compared to the quarter ended September 30, 2007.  Components of this increase include an increase in
average demand deposits of $6.4 million or 3.0% to $218.2 million as compared to average demand deposits for
2007.  The average balances in savings, NOW and money market accounts increased $31.1 million or 10.8% to
$319.7 million for the quarter ended September 30, 2008, compared to the same period last year.  Average balances in
certificates of deposit of $100,000 or more and other time deposits increased $43.8 million or 70.5% to $105.8 million
for 2008 as compared to 2007.  Average public fund deposits comprised 19.1% of total average deposits during the
quarter ended September 30, 2008 and 18.6% for the same period in 2007.  Average federal funds purchased and
repurchase agreements and average Federal Home Loan Bank advances increased $18.2 million to $18.2 million for
the quarter ended September 30, 2008 as compared to the same period in the prior year.

For the nine months ended September 30, 2008, total average deposits increased by $55.6 million or 10.2% to $600.5
million as compared to prior year 2007.  Components of this increase include an increase in average demand deposits
for 2008 of $6.7 million or 3.5% to $197.2 million as compared to average demand deposits for 2007.  The average
balances in savings, NOW and money market accounts increased $13.1 million or 4.5% to $306.0 million for the nine
months ended September 30, 2008, compared to the same period last year.  Average balances in certificates of deposit
of $100,000 or more and other time deposits increased $35.7 million or 58.1% to $97.3 million for 2008 as compared
to 2007.  Average public fund deposits comprised 21.7% of total average deposits during the nine months of 2008 and
22.9% for the same period in 2007.  Average federal funds purchased and repurchase agreements and average Federal
Home Loan Bank advances increased $17.7 million to $19.5 million for the nine months ended September 30, 2008 as
compared to the same period in the prior year.
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Total interest income increased $0.8 million or 8.2% to $10.1 million for the quarter ended September 30, 2008 from
$9.3 million for the same period in 2007.  Interest income on loans increased $0.3 million or 4.5% to $7.1 million in
2008 compared to $6.8 million in 2007 primarily due to growth in the loan portfolio partially offset by a decrease in
yield on average loans. The yield on average loans was 7.0% for 2008 as compared to 7.6% in 2007. Interest income
in mortgage-backed, taxable and tax exempt securities increased $0.7 million to $3.2 million for the three months
ended September 30, 2008 compared to $2.4 million for the three months ended September 30, 2007. Interest income
on securities included net accretion of discounts of $43,000 in the third quarter of 2008 compared to $13,000 for the
same period in 2007.  The tax adjusted average yield on total securities decreased to 4.7% from 4.9% for the three
months ended September 30, 2008 and 2007 respectively.  Interest income on federal funds sold decreased $0.2
million to $0.1 million in 2008 compared to $0.3 million in 2007. The ratio of interest earning assets to interest
bearing liabilities decreased to 153.3% for the quarter ended September 30, 2008 as compared to 163.9% in 2007.  
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For the nine months ended September 30, 2008, total interest income increased $2.1 million or 7.9% to $28.8 million
from $26.7 million for the same period in 2007. Interest income on loans increased $1.4 million or 7.0% to $20.9
million in 2008 compared to $19.5 million in 2007 primarily due to growth in the loan portfolio partially offset by a
decrease in yield on average loans. The yield on average loans was 7.1% for 2008 as compared to 7.6% in 2007.
Interest income in mortgage-backed, taxable and tax exempt securities increased $1.1 million to $8.5 million for the
nine months ended September 30, 2008 compared to $7.4 million for the same period in 2007.   Interest income on
securities included net accretion of discounts of $66,000 in the nine months ended September 30, 2008 compared to
$26,000 for the same period in 2007.  The tax adjusted average yield on total securities remained flat at 4.9% for the
nine months ended September 30, 2008 and 2007, respectively.  Interest income on federal funds sold decreased $0.3
million to $0.2 million in 2008 compared to $0.5 million in 2007. The ratio of interest earning assets to interest
bearing liabilities decreased to 150.4% for the nine months ended September 30, 2008 as compared to 157.0% in
2007.  

Interest expense decreased $0.2 million or 9.2% to $2.3 million for the quarter ended September 30, 2008 compared to
$2.5 million for the same period in 2007.  For the nine months ended September 30, 2008, interest expense decreased
$0.9 million or 11.5% to $7.1 million from $8.0 million for the same period in 2007.  The decreases in interest
expense in the quarter and nine months ended September 30, 2008 compared to the same periods in 2007 resulted
from reductions in interest rates on deposits and borrowings offset by the growth in average balances for deposits and
borrowings.  

Provision and Allowance for Loan Losses

The Bank’s loan portfolio consists primarily of real estate loans secured by commercial and residential real estate
properties located in the Bank’s principal lending area on eastern Long Island.  The credit quality of the loan portfolio
remained strong for the quarter ended September 30, 2008.  Non performing assets were $0.7 million at September 30,
2008 compared to $0.8 million at June 30, 2008 and $0.2 million at December 31, 2007 representing 0.16% of total
loans at September 30, 2008 compared to 0.19% at June 30, 2008 and 0.06% at December 31, 2007.  As of September
30, 2008, management determined that one commercial mortgage loan for $3.2 million to a local not for profit
organization was an impaired loan as defined by SFAS No. 114.  The identified impaired loan had an original
principal balance of $4.0 million and during the third quarter of 2008 the bank received principal
payments of $660,000.  This $3.2 million loan is current as of September 30, 2008 and is secured with collateral that
has a fair value of approximately $5.4 million as well as personal guarantors.  Management believes that the ultimate
collection of principal and interest is reasonably assured and therefore continues to recognize interest income on an
accrual basis.  As of December 31, 2007 and September 30, 2008, the Company had no loans that were considered a
troubled debt restructuring, as defined by SFAS No. 114 and no foreclosed real estate.

Loans of approximately $11.1 million or 2.7% of total loans at September 30, 2008 were classified as potential
problem loans compared to $13.1 million or 3.3% and $12.9 million or 3.4% at June 30, 2008 and December 31,
2007, respectively. These are loans for which management has information that indicates the borrower may not be
able to comply with the present repayment terms. These loans are subject to increased management attention and their
classification is reviewed on at least a quarterly basis.  Due to the structure and nature of the credits, management
currently believes that the likelihood of sustaining a loss on these relationships is remote.

Based on our continuing review of the overall loan portfolio, the current asset quality of the portfolio, growth in our
loan portfolio, and the current economic environment, provisions for loan losses of $550,000 and $1,075,000 were
recorded during the quarter and nine months ended September 30, 2008, respectively, compared to $150,000 and
$245,000 for the same prior year periods, respectively.  The Bank recognized net charge-offs in the amount of
$395,000 for the first nine months of 2008 as compared to net charge-offs of $38,000 for the same period in 2007. The
allowance for loan losses increased to $3.6 million at September 30, 2008, as compared to $3.0 million at December
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31, 2007 and $2.7 million at September 30, 2007.  As a percentage of total loans, the allowance increased to 0.88% at
September 30, 2008 compared to 0.79% at December 31, 2007 and 0.75% at September 30, 2007.  Management
continues to carefully monitor the loan portfolio as well as real estate trends on eastern Long Island. The Bank’s
consistent and rigorous underwriting standards preclude sub prime lending, and management remains cautious about
the potential impact on the local economy and real estate values in the future.

Non Interest Income

Total non interest income increased $0.1 million or 8.8% to $1.7 million for the quarter ended September 30, 2008
compared to $1.5 million for the same period in 2007.  Service charges on deposit accounts totaled $0.8 million for
the quarter ended September 30, 2008, compared to $0.7 million, from the same period in 2007.  Fees for other
customer services were $0.6 million for the quarters ended September 30, 2008 and 2007, respectively.  Title fee
income related to Bridge Abstract decreased $0.05 million or 16.1% to $0.25 million for the quarter ended September
30, 2008 compared to $0.3 million for the same period in 2007.

20

Edgar Filing: BRIDGE BANCORP INC - Form 10-Q

41



Table of Contents

Total non interest income increased $0.4 million or 9.6% to $4.7 million for the nine months ended September 30,
2008 compared to $4.3 million for the same period in 2007.  There were no net losses on sales of securities during the
nine months ended September 30, 2008, compared to $0.1 million for the same period 2007.  Excluding net securities
losses, total non interest income increased $0.3 million or 7.1% for the nine months ended September 30,
2008.   Service charges on deposit accounts for the nine months ended September 30, 2008 totaled $2.3 million,
reflecting an increase of 23.1% over the nine months ended September 30, 2007 and was primarily related to the
growth in deposits. Fees for other customer services for the nine months ended September 30, 2008 totaled $1.4
million, an increase of 3.4% from the same period in 2007. Title fee income generated by Bridge Abstract decreased
$0.1 million or 12.3% to $0.9 million for the nine month ended September 30, 2008 compared to $1.1 million for the
same period in 2007 due to fewer real estate transactions.

Non Interest Expense

Total non interest expense increased $0.8 million or 16.7% to $5.4 million, and $2.2 million or 16.2% to $15.7 million
during the three and nine month periods ended September 30, 2008 over the same periods in 2007.  The primary
components of these increases were (i) salary and benefit expense related to increased staffing and greater incentive
based compensation; (ii) costs associated with the listing of the Company’s common stock on the NASDAQ; (iii)
expansion of the Company’s infrastructure and marketing related to new branches; and (iv) increased costs associated
with higher deposits and the increased FDIC insurance rates.  The Company anticipates the FDIC insurance rates will
continue to increase through 2009.  Salary and benefit expense increased $0.6 million or 20.8% and $1.5 million or
18.9% for the three and nine months ended September 30, 2008, over the same periods in 2007.

Income Taxes

The provision for income taxes increased $0.08 million to $1.2 million for the three months ended September 30,
2008 compared to September 30, 2007.  The effective tax rate was 33.4% and 35.1% for the three months ended
September 30, 2008 and September 30, 2007, respectively.  The provision for income taxes increased $0.1 million or
4.0% during the nine month ended September 30, 2008 over the same period last year due to the increase in income
before income taxes. The effective tax rate for the nine months ended September 30, 2008 was 32.7% as compared to
32.8% for the same period last year.

Financial Condition

Assets totaled $755.5 million at September 30, 2008, an increase of $148.0 million or 24.4% from $607.4 million at
December 31, 2007.  This change is primarily a result of increases in total securities of $104.8 million or 53.6 % and
total loans of $38.0 million or 10.1% and cash and cash equivalents of $5.5 million or 38.3%.  Demand deposits
increased $33.3 million or 18.9% to $209.4 million compared to $176.1 million at December 31, 2007. Savings, NOW
and money market deposits increased $94.4 million or 37.3% to $347.4 million at September 30, 2008 from $253.0
million at December 31, 2007.  Certificates of deposit of $100,000 or more and other time deposits increased $35.0
million or 43.8%.  Federal funds purchased and repurchase agreements decreased $17.0 million to $15.0 million at
September 30, 2008 compared to $32.0 million at December 31, 2007.  There were no Federal Home Loan advances
outstanding at September 30, 2008 compared to $10.0 million at December 31, 2007.  Other liabilities increased $10.2
million to $15.0 million at September 30, 2008 from $4.8 million at December 31, 2007 related to the purchase of a
government agency security totaling $10.0 million that will settle during the beginning of the fourth quarter.

Total stockholders’ equity was $53.3 million at September 30, 2008, an increase of $2.2 million or 4.2% from
December 31, 2007, primarily due to net income of $6.6 million and share based compensation of $0.3 million,
partially offset by an increase in net unrealized losses on securities of $0.5 million and by the declaration of dividends
totaling $4.2 million.
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In September 2008, the Company declared a quarterly dividend of $0.23 per share.  The Company continues its long
term trend of uninterrupted dividends.
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Liquidity

The objective of liquidity management is to ensure the sufficiency of funds available to respond to the needs of
depositors and borrowers, and to take advantage of unanticipated earnings enhancement opportunities for Company
growth.  Liquidity management addresses the ability of the Company to meet financial obligations that arise in the
normal course of business.  Liquidity is primarily needed to meet customer borrowing commitments, deposit
withdrawals either on demand or contractual maturity, to repay other borrowings as they mature, to fund current and
planned expenditures and to make new loans and investments as opportunities arise.

The Company’s principal source of liquidity includes cash and cash equivalents of $2.8 million and dividends from the
Bank.  Due to regulatory restrictions, dividends from the Bank to the Company at September 30, 2008 are limited to
$6.7 million, which represents the Bank’s 2008 retained net income.  The dividends received from the Bank are used
primarily for dividends to the shareholders and stock repurchases.

The Bank’s most liquid assets are cash and cash equivalents, securities available for sale and securities held to maturity
due within one year.  The levels of these assets are dependent upon the Bank’s operating, financing, lending and
investing activities during any given period.  Other sources of liquidity include loan and investment securities
principal repayments and maturities, lines of credit with other financial institutions including the Federal Home Loan
Bank, growth in core deposits and sources of wholesale funding such as brokered certificates of deposits.  While
scheduled loan amortization, maturing securities and short term investments are a relatively predictable source of
funds, deposit flows and loan and mortgage-backed securities prepayments are greatly influenced by general interest
rates, economic conditions and competition.  The Bank adjusts its liquidity levels as appropriate to meet funding needs
such as seasonal deposit outflows, loans, and asset and liability management objectives.  Historically, the Bank has
relied on its deposit base, drawn through its full-service branches that serve its market area and local municipal
deposits, as its principal source of funding.  The Bank seeks to retain existing deposits and loans and maintain
customer relationships by offering quality service and competitive interest rates to its customers, while managing the
overall cost of funds needed to finance its strategies.  The Bank’s Asset/Liability and Funds Management Policy allows
for wholesale borrowings of up to 25% of total assets.  At September 30, 2008, the Bank had aggregate lines of credit
of $117.5 million with unaffiliated correspondent banks to provide short term credit for liquidity requirements.  Of
these aggregate lines of credit, $97.5 million is available on an unsecured basis.  The Bank also has the ability, as a
member of the Federal Home Loan Bank (“FHLB”) system, to borrow against unencumbered residential mortgages
owned by the Bank.  The Bank also has a master repurchase agreement with the FHLB, which increases its borrowing
capacity.  In addition, the Bank has an approved broker relationship for the purpose of issuing brokered certificates of
deposit.  The Bank had $15.0 million of securities sold under agreements to repurchase outstanding as of September
30, 2008.  As of September 30, 2008, the Bank did not issue any brokered certificates of deposits.  As of September
30, 2008, the Bank did not have any overnight borrowings.

Management continually monitors the liquidity position and believes that sufficient liquidity exists to meet all of our
operating requirements.  Based on the objectives determined by the Asset and Liability Committee, the Bank’s
liquidity levels may be affected by the use of short term and wholesale borrowings, and the amount of public funds in
the deposit mix.  The Asset and Liability Committee is comprised of members of senior management and the
Board.  Excess short term liquidity is invested in overnight federal funds sold.  As of September 30, 2008, the Bank
had $3.7 million in federal funds sold.

Capital Resources

The Company and the Bank are subject to various regulatory capital requirements administered by the federal banking
agencies.  Failure to meet minimum capital requirements can result in certain mandatory and possibly additional
discretionary actions by regulators that, if undertaken, could have a direct material effect on the Company’s and the
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Bank’s financial statements.  Under capital adequacy guidelines and the regulatory framework for prompt corrective
action, the Company and the Bank must meet specific capital guidelines that involve quantitative measures of the
Company’s and Bank’s assets, liabilities, and certain off-balance sheet items calculated under regulatory accounting
practices.  The Company’s and the Bank’s capital amounts and classification also are subject to qualitative judgments
by the regulators about components, risk weightings, and other factors.

Quantitative measures established by regulation to ensure capital adequacy require the Company and the Bank to
maintain minimum amounts and ratios (set forth in the following table) of total and Tier 1 capital (as defined in the
regulations) to risk weighted assets (as defined), and of Tier 1 capital (as defined) to average assets (as
defined).  Management believes, as of September 30, 2008, that the Company and the Bank meet all capital adequacy
requirements with which it must comply.
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At September 30, 2008 and December 31, 2007, actual capital levels and minimum required levels for the Company
and the Bank were as follows:

Bridge Bancorp, Inc. (Consolidated)
as of September 30, 2008
(In thousands)

Actual

For Capital
Adequacy
Purposes

To Be
Well

Capitalized
Under

Prompt
Corrective

Action
Provisions

Amount Ratio Amount Ratio Amount Ratio
Total Capital (to
risk weighted
assets) 57,227 11.6% 39,629 8.0% n/a n/a
Tier 1 Capital (to
risk weighted
assets) 53,475 10.8% 19,815 4.0% n/a n/a
Tier 1 Capital (to
average assets) 53,475 7.4% 28,916 4.0% n/a n/a

Bridge Bancorp, Inc. (Consolidated)
as of December 31, 2007
(In thousands)

Actual

For Capital
Adequacy
Purposes

To Be
Well

Capitalized
Under

Prompt
Corrective

Action
Provisions

Amount Ratio Amount Ratio Amount Ratio
Total Capital (to risk
weighted assets) 53,950 12.1% 35,542 8.0% n/a n/a
Tier 1 Capital (to risk
weighted assets) 50,877 11.5% 17,771 4.0% n/a n/a
Tier 1 Capital (to average
assets) 50,877 8.4% 24,347 4.0% n/a n/a

The following table represents the Bank’s capital levels:

Bridgehampton National
Bank
as of September 30, 2008
(In thousands) Actual For Capital

Adequacy
Purposes

To Be
Well
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Capitalized
Under

Prompt
Corrective

Action
Provisions

Amount Ratio Amount Ratio Amount Ratio
Total Capital (to risk
weighted assets) 55,280 11.2% 39,584 8.0% 49,480 10.0%
Tier 1 Capital (to risk
weighted assets) 51,528 10.4% 19,792 4.0% 29,688 6.0%
Tier 1 Capital (to average
assets) 51,528 7.1% 28,896 4.0% 36,120 5.0%

Bridgehampton National
Bank
as of December 31, 2007
(In thousands)

Actual

For Capital
Adequacy
Purposes

To Be
Well

Capitalized
Under

Prompt
Corrective

Action
Provisions

Amount Ratio Amount Ratio Amount Ratio
Total Capital (to risk
weighted assets) 47,860 10.8% 35,524 8.0% 44,405 10.0%
Tier 1 Capital (to risk
weighted assets) 44,906 10.1% 17,762 4.0% 26,643 6.0%
Tier 1 Capital (to average
assets) 44,906 7.4% 24,338 4.0% 30,423 5.0%

Impact of Inflation and Changing Prices

The Unaudited Consolidated Financial Statements and notes thereto presented herein have been prepared in
accordance with U.S. generally accepted accounting principles, which require the measurement of financial position
and operating results in terms of historical dollars without considering changes in the relative purchasing power of
money over time due to inflation.  The primary effect of inflation on the operations of the Company is reflected in
increased operating costs.  Unlike most industrial companies, virtually all of the assets and liabilities of a financial
institution are monetary in nature.  As a result, changes in interest rates have a more significant effect on the
performance of a financial institution than do the effects of changes in the general rate of inflation and changes in
prices.  Changes in interest rates could aversely affect our results of operations and financial condition.  Interest rates
do not necessarily move in the same direction, or in the same magnitude, as the prices of goods and services.  Interest
rates are highly sensitive to many factors, which are beyond the control of the Company, including the influence of
domestic and foreign economic conditions and the monetary and fiscal policies of the United States government and
federal agencies, particularly the Federal Reserve Bank.
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Recent Regulatory and Accounting Developments

In September 2006, the FASB issued Statement No. 157, Fair Value Measurements.  This Statement defines fair
value, establishes a framework for measuring fair value and expands disclosures about fair value measurements.  This
Statement establishes a fair value hierarchy about the assumptions used to measure fair value and clarifies
assumptions about risk and the effect of a restriction on the sale or use of an asset.  The standard is effective for fiscal
years beginning after November 15, 2007.  In February 2008, the FASB issued Staff Position (FSP) 157-2, Effective
Date of FASB Statement No. 157.  This FSP delays the effective date of FAS 157 for all nonfinancial assets and
nonfinancial liabilities, except those that are recognized or disclosed at fair value on a recurring basis (at least
annually) to fiscal years beginning after November 15, 2008, and interim periods within those fiscal years.  The
impact of adoption was not material.

In February, 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial
Liabilities” (“SFAS 159”).  SFAS 159 permits entities to choose to measure many financial instruments and certain other
items at fair value.  The objective of SFAS 159 is to improve financial reporting by providing entities with the
opportunity to mitigate volatility in reported earnings caused by measuring related assets and liabilities differently
without having to apply complex hedge accounting principles.  The new standard is effective for the Company on
January 1, 2008.  The Company did not elect the fair value option for any financial assets for financial liabilities as of
January 1, 2008.

Item 3. Quantitative and Qualitative Disclosures about Market Risk

Asset/Liability Management

Management considers interest rate risk to be the most significant market risk for the Company.  Market risk is the
risk of loss from adverse changes in market prices and rates.  Interest rate risk is the exposure to adverse changes in
the net income of the Company as a result of changes in interest rates.

The Company’s primary earnings source is net interest income, which is affected by changes in the level of interest
rates, the relationship between rates, the impact of interest rate fluctuations on asset prepayments, the level and
composition of deposits and liabilities, and the credit quality of earning assets.  The Company’s objectives in its asset
and liability management are to maintain a strong, stable net interest margin, to utilize its capital effectively without
taking undue risks, to maintain adequate liquidity, and to reduce vulnerability of its operations to changes in interest
rates.

The Company’s Asset and Liability Committee evaluates periodically, but at least four times a year, the impact of
changes in market interest rates on assets and liabilities, net interest margin, capital and liquidity.  Risk assessments
are governed by policies and limits established by senior management, which are reviewed and approved by the full
Board of Directors at least annually.  The economic environment continually presents uncertainties as to future
interest rate trends.  The Asset and Liability Committee regularly utilizes a model that projects net interest income
based on increasing or decreasing interest rates, in order to be better able to respond to changes in interest rates.

At September 30, 2008, $277.1 million or 92.2% of the Company’s securities had fixed interest rates and substantially
all investment securities are issued by the federal government, its agencies or state and local municipalities with
underlying insurance.  Changes in interest rates affect the value of the Company’s interest earning assets and in
particular its securities portfolio.  Generally, the value of securities fluctuates inversely with changes in interest
rates.  Decreases in the fair value of securities available for sale, therefore, could have an adverse effect on
stockholder’s equity.  Increases in interest rates could result in decreases in the market value of interest earning assets,
which could adversely affect the Company’s results of operations if sold.  The Company is also subject to reinvestment
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risk associated with changes in interest rates.  Increases in market interest rates also could affect the type (fixed-rate or
adjustable-rate) and amount of loans originated by the Company and the average life of loans and securities, which
can impact the yields earned on the Company’s loans and securities.  Changes in interest rates may affect the average
life of loans and mortgage related securities.  In periods of decreasing interest rates, the average life of loans and
securities held by the Company may be shortened to the extent increased prepayment activity occurs during such
periods which, in turn, may result in the investment of funds from such prepayments in lower yielding assets.  Under
these circumstances the Company is subject to reinvestment risk to the extent that it is unable to reinvest the cash
received from such prepayments at rates that are comparable to the rates on existing loans and
securities.  Additionally, increases in interest rates may result in decreasing loan prepayments with respect to fixed
rate loans, and therefore an increase in the average life of such loans, may result in a decrease in loan demand, and
make it more difficult for borrowers to repay adjustable rate loans.
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The Company utilizes the results of a detailed and dynamic simulation model to quantify the estimated exposure to net
interest income to sustained interest rate changes.  Management routinely monitors simulated net interest income
sensitivity over a rolling two-year horizon.  The simulation model captures the seasonality of the Company’s deposit
flows and the impact of changing interest rates on the interest income received and the interest expense paid on all
assets and liabilities reflected on the Company’s Balance Sheet.  This sensitivity analysis is compared to the asset and
liability policy limits that specify a maximum tolerance level for net interest income exposure over a one-year horizon
given a 100 and 200 basis point upward shift in interest rates and 100 basis point downward shift in interest rates.  A
parallel and pro rata shift in rates over a twelve-month period is assumed.

The following reflects the Company’s net interest income sensitivity analysis at September 30, 2008:

September
30, 2008

December
31, 2007

Potential
Change

Potential
Change

Change in
Interest in Net in Net
Rates in Basis
Points

Interest
Income

Interest
Income

(Dollars in
thousands)

$ Change % Change $ Change % Change

200   $ (2,288) (6.89)% $ (1,833) (7.05)%

100    $ (1,160) (3.50)% $ (897) (3.45)%
Static - - - -

(100)      $ 287 0.86% $ 555 2.13%

The preceding sensitivity analysis does not represent a Company forecast and should not be relied upon as being
indicative of expected operating results.  These hypothetical estimates are based upon numerous assumptions
including, but not limited to, the nature and timing of interest rate levels and yield curve shapes, prepayments on loans
and securities, deposit decay rates, pricing decisions on loans and deposits, and reinvestment and replacement of asset
and liability cash flows.  While assumptions are developed based upon perceived current economic and local market
conditions, the Company cannot make any assurances as to the predictive nature of these assumptions including how
customer preferences or competitor influences may change.

Also, as market conditions vary from those assumed in the sensitivity analysis, actual results will also differ due to
prepayment and refinancing levels likely deviating from those assumed, the varying impact of interest rate change
caps or floors on adjustable rate assets, the potential effect of changing debt service levels on customers with
adjustable rate loans, depositor early withdrawals, prepayment penalties and product preference changes and other
internal and external variables.  Furthermore, the sensitivity analysis does not reflect actions that management might
take in responding to, or anticipating changes in interest rates and market conditions.

Item 4. Controls and Procedures

An evaluation was performed under the supervision and with the participation of the Company’s management,
including the Principal Executive Officer and Principal Financial Officer, of the effectiveness of the design and
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operation of the Company’s disclosure controls and procedures (as defined in Rule 13a-15(e) promulgated under the
Securities and Exchange Act of 1934, as amended) as of September 30, 2008.  Based on that evaluation, the
Company’s Principal Executive Officer and Principal Financial Officer concluded that the Company’s disclosure
controls and procedures were effective as of the end of the period covered by this quarterly report.  There has been no
change in the Company’s internal control over financial reporting during the quarter 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

None.

Item 1A. Risk Factors

Except for the additional risk factors described below, there are no material changes to the risk factors as previously
disclosed in Item 1A., of Part 1 in our Annual Report on Form 10-K for the year ended December 31, 2007.

Our Expenses Will Increase As A Result Of Increases In FDIC Insurance Premiums

The Federal Deposit Insurance Corporation (“FDIC”) imposes an assessment against institutions for deposit
insurance.  This assessment is based on the risk category of the institution and currently ranges from 5 to 43 basis
points of the institution’s deposits.  Federal law requires that the designated reserve ratio for the deposit insurance fund
be established by the FDIC at 1.15% to 1.50% of estimated insured deposits.  If this reserve ratio drops below 1.15%
or the FDIC expects that it to do so within six months, the FDIC must, within 90 days, establish and implement a plan
to restore the designated reserve ratio to 1.15% of estimated insured deposits within five years (absent extraordinary
circumstances).

Recent bank failures coupled with deteriorating economic conditions have significantly reduced the deposit insurance
fund’s reserve ratio.  As of June 30, 2008, the designated reserve ratio was 1.01% of estimated insured deposits at
March 31, 2008.  As a result of this reduced reserve ratio, on October 16, 2008, the FDIC published a proposed rule
that would restore the reserve ratios to its required level.  The proposed rule would raise the current deposit insurance
assessment rates uniformly for all institutions by 7 basis points (to a range from 12 to 50 basis points) for the first
quarter of 2009.  The proposed rule would also alter the way the FDIC calculates federal deposit insurance assessment
rates beginning in the second quarter of 2009 and thereafter.

Under the proposed rule, the FDIC would first establish an institution’s initial base assessment rate.  This initial base
assessment rate would range, depending on the risk category of the institution, from 10 to 45 basis points.  The FDIC
would then adjust the initial base assessment (higher or lower) to obtain the total base assessment rate.  The
adjustments to the initial base assessment rate would be based upon an institution’s levels of unsecured debt, secured
liabilities, and brokered deposits.  The total base assessment rate would range from 8 to 77.5 basis points of the
institution’s deposits.

In addition, the Emergency Economic Stabilization Act of 2008 (“EESA”) temporarily increased the limit on FDIC
insurance coverage for deposits to $250,000 through December 31, 2009, and the FDIC took action to provide
coverage for newly-issued senior unsecured debt and non-interest bearing transaction accounts in excess of the
$250,000 limit, for which institutions will be assessed additional premiums.

These actions will significantly increase the Company’s non-interest expense in 2009 and in future years as long as the
increased premiums are in place.

We Are Experiencing An Economic Downturn.  An Increase In The Number of Non-performing Loans Would Have
An Adverse Effect On Our Operations.
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Both nationally and in the State of New York we are experiencing an economic downturn that is having a significant
impact on the prices of real estate and related assets. Weakening economic conditions in the residential and
commercial real estate sector could have an adverse effect on our loan portfolio and results of operations. If loans that
are currently performing become non-performing, or if non-performing loans further deteriorate, we may need to
increase our allowance for loan losses, which would have an adverse impact on our financial condition and results of
operations.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

(a) Not applicable.
(b) Not applicable.
(c) Not applicable.
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Item 3. Defaults upon Senior Securities

Not applicable.

Item 4. Submission of Matters to a Vote of Security Holders

Not applicable.

Item 5. Other Information

Not applicable.

Item 6. Exhibits and Reports on Form 8-K

31.1 Certification of Principal Executive Officer pursuant to Rule 13a-14(a)
31.2 Certification of Principal Financial Officer pursuant to Rule 13a-14(a)
32.1 Certification of Chief Executive Officer and Chief Financial Officer pursuant to Rule 13a-14(b)

and 18 U.S.C. Section 1350

SIGNATURES

In accordance with the requirement of the Securities Exchange Act of 1934, the registrant caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

BRIDGE BANCORP, INC.
Registrant

November 6, 2008 /s/ Kevin M. O’Connor
Kevin M. O’Connor
President and Chief Executive Officer

November 6, 2008 /s/ Howard H. Nolan
Howard H. Nolan
Senior Executive Vice President and Chief Financial
Officer
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