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the registrant under any of the following provisions:

” Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
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" Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
" Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

" Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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Section 5: Corporate Governance
Item 5.02 (b): Departure of Named Executive Officers and Principal Officers

The employment of Robert F. Howe, Senior Vice President of Northway Bank (“Bank’), a named executive officer, will
terminate, effective December 29, 2006 as an employee of the Bank and Northway Financial, Inc. His departure
results from the relocation and downsizing of the Bank’s consumer lending function. See Item 8.01 of this Report
concerning expenses associated with his departure and the downsizing of the Bank’s consumer loan function.

Section 8: Other Events
Item 8.01: Other Events

In addition to the downsizing and relocation of the Bank’s consumer lending function referred to in 5.02 (b) above, the
Bank also downsized its retail administration function. These initiatives resulted in fourth quarter 2006 separation
payments and related expenses totaling approximately $235,000 pretax. These payments and expenses are owed with
respect to Mr. Howe and four other employees of the Bank.

Also, in light of current interest rate levels, on December 27, 2006 the Bank restructured a $14,000,000 segment of its
long-term funding which resulted in a pretax prepayment penalty charge of $357,000. This restructure is expected to
reduce future funding costs associated with this segment of the Bank’s long-term Federal Home Loan Bank advances.
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