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RP® FINANCIAL, LC.
“Financial Services Industry Consultants

March 4, 2005

Boards of Directors

United Mutual Holding Company -
United Financial Bancorp, Inc.

United Bank

95 Elm Street ‘ ' '
“West Springfield, Massachusetts 01089

Members of the B'oards of Directors:

At your request, we have completed and hereby provide an mdependent appralsal
(“Appralsal”) of the estimated pro forma market value of the common stock which is-to be
offered in connection with the Stock Issuance Plan (the “Plan”) described below.

This Appraisal is furnished pursuaht to the requirements of 563b.7 and has.been prepaféd
in accordance with the “Guidelines for Appraisal Reports for the Valuation of Savings and Loan
Associations Converting from Mutual to Stock Form of Organization” of the Office of Thrift

| ‘.. Supervision (“OTS”), including the most recent revisions as of October 21, 1994, and applicable
- interpretations thereof.

‘Description of Stock Issuance Plan

_ United Mutual Holding Company (the “MHC”) is a federally chartered mutual holding
company regulated by the OTS. The MHC was formed in April 2004 in conjunction with the
mutual holding company reorganization of United Bank, West Springfield, Massachusetts,
(*“United Bank™). No stock was issued publicly in the mutual holding company reorganization.
Simultaneous with the mutual holding company reorganization, a wholly-owned mid-tier stock
holding company was formed known as United Financial Bancorp, Inc. (“United Financial” or
the “Company”’) and United Bank became a wholly-owned subsidiary of the Company. Pursuant
to the Plan, the Company will offer for sale up to 49.0% of its common stock (the “Minority
Stock Issuance”) to the Bank’s Eligible Account Holders, Tax-Qualified Employee Plans
including the employee stock ownership plan (“ESOP”), Supplemental Eligible Account Holders
and Other Depositors. Any shares that are not sold in the Subscription Offering may be offered
for sale in a Direct Community Offering and subsequently, if appropriate, to the pubhc ina

. Syndicated Community Offering.

The Stock Issuance Plan provides for the establishment of a private foundation (the
“Foundation”), which will be a private charitable foundation established in connection with the

. offering, funded with common stock of the Company along with $150,000 of cash.
Washington Headquarters ‘ : : A
Rosslyn Center - ’ ‘ Telephone: (703) 528-1700
1700 North Moore Street, Suite 2210 _ . Fax No.: (703) 528-1788

Arlington. VA 22209
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Concurrent with the completion of the public stock offering, the Company will retain np

" to 50% of the net stock proceeds. The MHC will own a controlling interest in the Company of at

least 51%, and the Company will be the sole subsidiary of the MHC. The Company will
continue to own 100% of the outstanding stock of United Bank. The Company’s initial activity

will be ownership of its subsidiary, United Bank, investment of the net cash proceeds retained at = -

the holding company level and extendmg a loan to the ESOP.

RP Financial LC.

. RP Financial, LC. ("RP Financial") is a financial consulting firm serving the financial
services industry nationwide that, among other things, specializes in financial valuations and
analyses of business enterprises and securities, including the pro forma valuation for savings
institutions converting from mutual-to-stock form. The background and experience of RP
Financial is detailed in Exhibit V-1. We believe that, except for the fee we will receive for our.
appraisal, we are mdependent of the Bank, the Company and the MHC and the other partles .
engaged by the Bank to assist in the stock issuance process.

Valuation Methodology

In preparing our appraisal, we have reviewed the Bank's, the Company’s and the MHC’s
regulatory applications, including the prospectus as filed with the OTS and the Securities and
Exchange Commission ("SEC"). We have conducted a financial analysis of the Company and
the Bank that has included a review of its audited financial information for the years ended

. December 31, 2000 through December 31, 2004, various unaudited information and internal

financial reports through December 31, 2004 and due diligence related discussions with the
Bank’s management; Grant Thornton LLP, the Company s independent auditor; Luse Gorman
Pomerenk and Schick, P.C., the Company’s counsel in connection with the plan of stock
issuance; and Keefe Bruyette & Woods, Inc., the Company’s financial and marketing advisor in
connection with the stock offering. All conclus1ons set forth in the Appraisal were reached
independently from such discussions. In addition, where appropriate, we have considered
information based on other available published sources that we believe are reliable. While we
believe the information and data gathered from all these sources are rehable we cannot
guarantee the accuracy and completeness of such information.

We have 1nvest1gated the competitive environment Wlthm which the Company operates
and have assessed the Company’s relative strengths and weaknesses. We have kept abreast of
the changing regulatory and legislative environment for financial institutions and analyzed the
potential impact on the Company and the industry as a whole. We have analyzed the potential
effects of the minority stock offering on the Company s operating characteristics and financial
performance as they relate to the pro forma market value. We have reviewed the economy in the
Company’s primary market area and have compared the Company s financial performance and
condition with publicly-traded thrifts in mutual holding company form, as well as all publicly-
traded thrifts. We have reviewed market conditions for stocks in general and market conditions

- for thrift stocks in particular, including the market for existing thrift issues and the market for
initial public offerings by thrifts. We have considered the market for the stocks of all publicly-
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‘traded mutual holding companies. We have also considered the expected market for the
Company’s public shares. We have excluded from such analyses thrifts subject to announced or

rumored acquisition, mutual holding company institutions that have announced their intent to
pursue second-step conversions, and/or those institutions that exhibit ‘other unusual
characteristics. ' - - '

Our Appraisal is based on the Conipany’s representation that the information contained in

- the regulatory applications and additional information furnished to us by the Company, its

independent auditors, legal counsel and other authorized agents are truthful, accurate and-
complete. We did not independently verify the financial statements and other information
provided by the Company, its independent auditors, legal counsel and other authorized agents
nor did we independently value the assets or liabilities of the Company. The valuation considers
the Company only as a going concem arid should not be cons1dered as an mdlcatxon of the
Company s liquidation value.

Our appraised value is predicated on a continuation of the current operating environment
for the Bank, the MHC and the Company and for all thrifts and their holding companies.
Changes in the local, state and national economy, the legislative and regulatory environment for
financial institutions and mutual holding companies, the stock market, interest rates, and other
external forces (such as natural disasters or significant world events) may occur from time to
time, often with great unpredictability, and may materially impact the value of thrift stocks as a
whole or the Company’s value alone. It is our understanding that there are no current plans for

- pursuing a second-step conversion or for selling control of the Company or the Bank following

the offering. To the extent that such factors can be foreseen, they have been factored into our
analysis.

Pro forma market value is defined as the price at which the Company’s stock,
immediately upon completion of the offering, would change hands between a willing buyer and a
willing seller, neither being under any compulsion to buy or sell and both having reasonable

" knowledge of relevant facts.

Valuation Conclusion

It is our opinion that, as of March 4, 2005, the aggregate market value of the Comp'any’s
common stock at the midpoint of the valuation range, assuming a full conversion offering and

-inclusive of shares to be issued to the Foundation, is $153,061,220. Based on the foregoing

valuation, the Board has determined to offer 44.59% of the full value for sale in the minority
stock offering and issue an additional 2.00% of the total shares issued to the Foundation such
that the minority ownership percentage at the conclusion of the transaction will equal 46.59%.
The offering and reorganization will thus incorporate the following range .of value of stock
issuance:
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Shares Held by the Public
- Soldinthe . Foundation
_ Total Shares ~ MHC Shares Offering Shares
- Shares(1) | ‘ ,
Supermaximum 20,242,347 10,811,438 9,026,063 404,846
Maximum 17,602,040 9,401,250 7,848,750 . . 352,040
Midpoint 15,306,122 8,175,000 6,825,000 306,122
Minimum . 13,010,204 6,948,750 5,801,250 260,204
Distribution of Shares(2) : B .
Supermaximum 100.00% 53.41% 44.59% 2.00%
Maximum 100.00% 53.41% 44.59% 2.00%
Midpoint 100.00% 53.41% 44.59% 2.00% .
Minimum 100.00% 53.41% 44.59% 2.00%
Aggregate Market Value o o ,
Supermaximum $202,423,470 $108,114,380  $90,260,630  $4,048,460-
Maximum - $176,020,400  $94,012,500  $78,487,500  $3,520,400
Midpoint $153,061,220  $81,750,000  $68,250,000  $3,061,220
Minimum $130,102,040  $69,487,500  $58,012,500 . $2,602,040

(1) Based on offering price of $10.00 per share.
(2) Assumes that 44.59% of the total shares issued are sold to the public and assumes that
2.00% of the total shares outstanding are issued to the Foundatlon

Limiting Factors and Con51derat10ns

Our valuation is not mtended and must not be construed, as a recommendation of any
kind as to the advisability of purchasing shares of the common stock. Moreover, because such
valuation is necessarily based upon estimates and projections of a number of matters, all of

- which are subject to change from time to time, no assurance can be given that persons who -

purchase shares of common stock in the conversion will thereafter be able to buy or sell such
shares at prices related to the foregoing valuation of the pro forma market value thereof.

RP Financial's valuation was determmed based on the financial condition and operations
of United Financial Bancorp, Inc. as of December 31, 2004, the date of the financial data
included in the regulatory applications and prospectus.

RP Financial is not a seller of securities within the meaning of any federal and state
securities laws and any report prepared by RP Financial shall not be used as an offer or
solicitation with respect to the purchase or sale of any securities. RP Financial maintains a
policy which prohibits the company, its pnnmpals or employees from purchasmg stock of its

- client msntutlons
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The valuation will be updated as provided for in the conversion regulations and

guidelines. These updates will consider, among other things, any developments or changes in
~ the Company's financial performance and condition, management policies, and current

conditions in the equity markets for thrift stocks. These updates may also consider changes in .
~ other external factors which impact value including, but not limited to: various changes in the
legislative and regulatory environment, the stock market and the market for thrift stocks, and
‘interest rates. Should any such new developments or changes be material, in our opinion, to the
valuation of the shares, appropriate adjustments to the estimated pro forma market value will be
made. The reasons for any such adjustments will be explained in the update at the date of the
release of the update. ' '

" Respectfully submitted,
RP FINANCIAL, LC.

~ William E. Pofamefening
'CEO and Managing Difector

“ James f Oren . ‘

Sem'or Vice President
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I. OVERVIEW AND FINANCIAL ANALYSIS

Introduction

United Financial serves the southern portion of western Massachusetts through the main

 office and ten branch offices. The Company’s branch network covers a tWo county market area
of Har‘npden County (nine branches) and Hampshire County (one branch). A map of the
- Company’s branch offices is provided in Exhibit I-1. The Company’s wholly-owned subsidiary,

United Bank, is a member of the Federal Home Loan Bank ("FHLB") system, and its deposits_
are insured up to the regulatory maximums by the Bank Insurance Fund of the Federal Deposit -
Insurance Corporatlon ("FDIC"). At December 31, 2004, United Fmancxal had $772.0 million in
assets, $613.7 million in deposits and consolidated equity of $62.3 million, equal to 8.1% of total
assets, all of which was tangible capital. United Financial’s audited ﬁnancial,stateménts are

“included by reference as Exhibit I-2.

Current Orgamzatlonal Structure

In February 2004, the Bank reorganized from a Massachusetts chartered mutual
cooperative bank to a federally chartered mutual savings bank. In April 2004, United Bank
reorganized into the two-tier mutual holding company structure. In conjunction with the
reorganization, the MHC was formed and concurrently.was issued all the capital stock of the
Company. At the same time, the Bank converfed to a federally—charfered stock savings bank
with the Company owning all of its outstaridin'g. stock. No stock was issued publicly pursuant to
the reorganization. The Bank transferred $150,000 of retained earnings to the MHC as an mltlal

capitalization. The Company is a unitary savings and loan holding COmpany and conducts its

‘operations primarily through the Bank. Operations of the Company and MHC have been

minirhal to date, except for owning the common stock of their respective subsidiaries.

Stock Issuance Plan

On December 23, 2004, the Board of Direcfors of United Financial adopted a stock
issuance plan (the “plan”). Pursuant to the plan, United Financial will issue a majority of its -

common stock to the MHC and sell a minority of its common stock to the public. Concurrent
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with the completion of the pubhc stock offering, the Company will retam up to 50% of the net

stock proceeds

' The MHC will own 2 controllihg interest in the Company of at least 51%, and the
Company will be the sole subsidiary of the MHC The Company will continue to own 100% of
the Bank’s outstanding stock. The Company’s initial activity will be ownerchip of its subsidiary,
U_nited Bank, investment of the net cash proceeds retaiﬁéd at the holdi}og company level (initially

in short-term investment securities) and extending a loan to the employee stock ownership plan

"~ (“ESOP”). Subsequent activities of the Company may include payment of regular or special

dividends, acquisitions of other financial institutions, acqmsmons of other financial service

providers and/or stock repurchases.

Establishment of a Charitable Foundation

In order to enhance the Company’s historically strong service and reinvestment activities

in the local community, the Stock Issuance Plan providcs for the establishment of the United

" Charitable Foundation (the “Foundation”), which will be a private charitable foundation
_established funded by a cash and stock contribution. The stock component will be equal to

- 1.96% of the total number of shércs to be is_siled followilig the conversion, inclusive of shares

issued to the public, the MHC, and the Foundation. The Bank will also make a cash contribution

0f $150,000 to the Foundation. The dilutive impact of the contribution has been factored into the

pro forma valuation.

Strategic Overv1ew

The pnmary aspects of the Company ] busmess strategy include operating as a
corhmumty oriented financial institution, with United Financial striving to meet the banking and
personal financial services needs of the communities in which it operates. | The. Company’s |
operating strafegy includes the goal of expanding the branch office network. The newest branch

office facility was openéd in 2002. Currcntl‘y operating from eleven offices, the Company

" intends to continue to evaluate new branch opportunities, which could be galned through either

acqulsltlon of other ﬁnanc1al institutions or through de novo branchmg This would perrmt

expansion of the primary market area and allow for a higher level of service to current and new
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customers. United Financial also has in place a strategy to increase lending activities in the areas
of commercial real estate and commercial and industrial lending, as a means of increasing

revenue. A recent hire of an experienced commercial lender is expected to provide for additional

lendirig volume. The'addjtional capital raised as part of the mutual holding company offering

will also permit the Bank to originate larger balance loans and service borrowers with larger

lending needs.

The Company’s strategles also include programs to maintain low levels of non-
performing assets, through adequate lending policies and procedures, along with sufficient |
dedication to asset management and collection efforts. Furthennore, United Fmancml intends to
increase the level of lower cost core deposits, including non-interest bearing checking accouﬂts,
primarily through bundling various retail deposit accounts together for customers, and reducing
fees assessed in connectioo with these bundled accounts. -The core deposit accounts are

beneficial from an interest cost and interest rate risk management perspective. Finally; United

‘ Fmanc1a1 mtends to continue increasing and diversifying the sources of non-interest income.

Current sources include the United Financial Services Group, a division of the Bank, which
offers customers a complete range of non-deposit investment products and financial planning
services, including mutual funds, debt, equity and government securities, insurance products,

fixed and variable annuities financial planmng and estate planning services.

‘Over the past several years, the Company has been successful in expanding the balance

sheet, including the balance of loans receivable, funded with increases in both retail deposits and

borrowed funds. Net income has been supported by the asset growth, which has leveraged the

existing expense base, resulting in a declining operating expense ratio. The eleven branch retail

deposit offices contain an average of $56 million of deposits per office, providing a beneficial
economy of scale in terms of operating costs. " A relatively strong loans-to-assets ratio, in excess
of 70%, has enhanced revenue. In_receht periods, the Company’s net interest margin has come

under some downward pressure, as the result of the use of longer term borrowed funds as a

-‘fund'mg' source, along with the recent increases in shorter term interest rates. Non-interest

income has been diversified by affiliations with other financial services providers. |




‘RP Financial, LC

Page 1.4

The Company’s Board of Directors has elected to complete a public stock offering to

. improve the competitive position of United Financial. The capital realized from the minority

stock offering will increase the operating flexibility and overall financial strength of United -

Financial. The additional capital realized from stock proceeds will increase liquidity and
leverage capacity to support funding of future loan growth and other interest-earning assets.:
United Financial’s higher capital position resulting from the infusion of stock prooeeds will also
serve to reduce interest rate risk, through enhancing the Compar‘ly’s- interest-earrﬁng-éssets—to-
interest-bearing-liabilities ("IEA/IBL") ratio. The additional funds realized from the stock
offering will provide an alternat:iv‘e"ﬁmding source to deposits and borrowings in méeting the
Company’ s future funding needs, which may facilitate a reduction in United Financial’s funding
costs. Addmonally, United Financial’s hlgher equity-to-assets ratio will also better position the

Company to take advantage‘of expansion opportunities as they arise. Such expansion would

~most likely occur through the establishment or acquisition of additional banking offices or

customer facilities that would provide for further penetration in the markets currently served by
the Company or nearby surrounding markets, including the possible extenSion of the branch
network into nearby markets in northem Connecticut. The Company will also be positioned -
better to pursue growth through acquisition of other financial service providers following the
stock offering, given its ~strengthened capftal position. At this time, the Company hasA no speciﬁc }
plans for expansion other than through establishing addltlonal branches. The projected use of

B proceeds are highlighted below.

0 United Financial. The Company is expected to retain up to 50% of the net
- offering proceeds. At present, funds at the Company level, net of the loan to the
ESOP, are expected to be primarily invested initially into short-term investment
grade securities. Over time, the funds may be utilized for various corporate
“purposes, possibly including acquisitions, infusing additional equity into the
Bank, repurchases of common stock and the payment of regular and/or special

cash dividends.

0 United Bank. At least 50% of the net conversion proceeds will be infused into the
Bank. Cash proceeds (i.e., net proceeds less deposits withdrawn to fund stock
purchases). infused into the Bank are anticipated to become part of general
operating funds, and are expected to be primarily utilized to fund growth of loans -
and investments. : '




RP Financial LC.
Page 1.5

Overall, it is the Company's objective to pursue growth that will serve to increase retums,

while, at the same time, growth will not be pursued that could pOtehtially compromise the overall

~ risk associated with United Financial’é operations. The Company has acknowledged that it

intends to operate with excess capital in the near term, operating with a below market return on

equity (“ROE”), until such time as the new capital can be leveraged in a safe and sound manner

_over an extended period of time.

Balance Sheet Trends

Table 1.1 shows the Company’s historical balance sheet data for the past five fiscal years.
From December 31, 2000 to December 31, 2004, Uh_ited‘Financia.l;s assets increased at an 8.9%

annual rate. Asset growth was channeled into. both the loan and investment securities portfolio,

“and funded with deposits, borrowings and retained earnings. A summary of United Financial’s

key operating ratios for the past five fiscal years is presented in Exhibit I-3.

United Financial’s loans receivable portfolio increased at a.7.1% annual rate from year

end 2000 through December 31, 2004, with the highest portion of the growth realized during

2004, | The growth for fiscal 2004 was due to continued_strong demand for loans in the local

market area served, given the low interest rate environment, along with the strategy of retaining .

'essentially all loan originations for portfolio. The Company has also recently added an

additional loan officer to generate increased loan originations for portfolio. Growth was
recorded in most loan types, including. commercial real estate and commercial and industrial
loans. Overall, the loans receivable balance increased from $432.2 million at year end 2000 td
$569.2 million at year end 2004. The stronger asset growth rate compared to the loan growth
rate served to decrease the loans-to-assets ratio slightly, from 78.6% at year end 2000 to 73.7%

at December 31, 2004. United Financial’s increasing emphasis on commercial real estate

. mortgage, commercial and industrial and construction lending is reflected in its loan portfolio -

composition, as these three loan types totaled 39.0% of total loans receivable at December 31,

2004, versus 34.7% as of year end 2000. Over the same time period, 1-4 family permanent

' residential loans, . including home -equity and home equity lines of credit, have remained

-relatively stable at 58% of total loans receivable. Automobile loans have declined as a

proportion of the loan portfolio since 2000, from 7.1% of loans to the current 3.0% at December
31, 2004, '
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~ The intent of the Company’s investment policy is to provide adequate liquidity and to
generate a favorable return within the.context of supporting United Financial’s- overall credit and

interest rate risk objectives. It is anticipated that proceeds retained at the holdmg company level

w111»pnmar11y be invested into investmerits with short-term maturities. Over the past five fiscal

years, the Company’s level of cash and equivalents ranged from 6.2% of assets at December 31,
2002 to 2.2% of assets at Dec_e’rhber 31, 2003, and totaled $23.2 million, or 3.0% of assets at
December 31, 2004, Cash and cash equivalents are’ _maintéined for 1iq11idity purposes for use in
daily business operations. Investment securities (inclusive of FHLB stock‘)‘ ranged from a high

_of._27.8% of assets at year end 2003 to‘.'a low of 14.7% of assets at December 31, 2000.

Mortgage-backed securities (“MBS”) comprise the most significant component of the

Company’s investment portfolio, with the portfolio coﬁsisﬁng substantially of securities

- guaranteed or insured by a federal agency or gdvemment' sponsored enterprises (“GSEs”). As of

December 31, 2004, the poftfoh'o consisted of $101.7 million of pass through certificates issued
by Fannie Mae, Freddie Mac and Ginnie Mae. All of the MBS were classified as ave,ilable;for- ‘
sale, and the estimated fair value of such as'sets was approximately $530,000 less than the
amortized cost on the Company’s books. At December 31, 2004, 48.1% of the MBS were
backed by adjustable_rate mortgage loans, while 51.9% were backed by fixed rate mortgage

" loans. MBS are generally purchased as a means to de_plby excess liquidity at more favorable

yields than other investment alternatives that are consistent with United Financial’s investment

philosophy.

Beyond the Company’s investment in MBS, investment securities held by the Company
at December 31, 2004 consisted of U.S. Government and agency obligations ($35.1 million),
corporate bonds ($15.3 million), equity securities ($0.3 million) and FHLB stock ($6.0 million).

"To facilitate management of interest rate risk, all of these investments mature or reprice within

ﬁve,years: and these investments are maintained as available for sale. United Financial also
maintains a sinall balance of securities classified as held-to-maturity, including. $1.4 million of |
industrial revenue bonds and $1.1 million of municipal bonds. The industrial revenue bonds are
issued by the Massachusetts Health and Educat10nal Facﬂmes Authority. As of December 31, |
2004, the market value of the Company’s held-to-maturity investment portfoho was essentially
equal to the carrying value. Exhibit I-4 provides historical detail of the Company’s investments.

|
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The Company also maintains an investment in bank-owned life insurance (“BOLI")

policies, which cover the lives of the Company’s senior officers and directors and are carried on
| the books as Cash Surrender Value of Life Insurance.” Thé‘purpose of the investmént is to
provide funding for employee and director Beneﬁt plans. The life insurance policies eamn tax-
- ~ exempt income through cash value acc‘umulation and death pro;:eeds. As of Debember'31, 2004,

the cash surrender value of the Company’s BOLI equaled $5.7 ‘million, and this has increased the

.- level of non-interest income, while at the same time reducing interest income sources.

Over the past five fiscal years, United Financial’s funding needs have been substantially
met tﬁrough retail deposits, borrowingé, internal cash flows and retained earnings. As. shown in
Tablé 1.1, from year end 2000 through December 31, 2004 the Company’s deposits increased at
an annual rate of 7.6%. The slightly higher asset growth rate resulted in a decline in the ratio of
' 'deposits toQassets from 83.3% at year end 2000 to 79.5% at December 31, 2004. Transaction |
~and savmgs accounts equaled 58.8% of the Company s total deposits at December 31, 2004,
versus a comparable ratio of 59.5% at year end 2000. Non-interest beanng demand accounts and
regular savings accounts have been the largest source of deposit growth for the Company since
year end 2000. At December 31, 2004, these two account types c'omprised the largest
component of the Company’s transaction and savings account deposits. Speciﬁdally, non-
interest bearing demand accounts and regular savivngs’ accounts totaled $193.9 million, ‘equal to

53.8% of the Company’s total transaction and savings account deposits.

Bofrowings serve as an alternative funding source for the Company to address funding
needs for growth and to support control of deposit costs. In the recent past, the Company has
utilized borrowings in conjunctlon with the retention of longer term fixed rate residential loans in
portfolio, match—ﬁmdmg a portion of the fixed rate residential loan production in order to assist
in managing interest rate risk. The Company’s borromngs-to-assets ratio increased from 8.6%
~ at year end 2000 to 11.8% at December 31, 2004. The Company’s use of borrowings has

‘.generally been litﬁitcd ‘to FHLB advances, along with a smaller balance of collateralized
~ repurchase agreements. The Company held $91.0 million of borrowed funds at December 31,
2004, which consist of both shorter term ‘borrowings of less than three year terms, along with

longer term borrowings, with terms exceeding five years.
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, Since year end 2000, retention of earnings and the adjustment for vav'ccumulated other |
comprehensive income translated into an annual capital growth 'réte of 11.2% for the Company.
Capital growth outpaced the Company’s asset growth rate,'as United Financial’s equity—td-assets
ratio increased from 7.4% at year end‘ 2000 to 8.1% at December 31, 2004. All of the
Company’s equity was tangible. The .addition of sfcock proceeds will serve to sﬁengthen the

Company’s capital position and competitive posture within its market area, as well as possibly

support expansion into other nearby markets if favorable growth opportunities are presented.

Income and Expense Trends

~ Table 1.2 shows thé Company’s historical income statements for the past five fiscal
years. The Company reported positive earnings over that time period, ranging from a high of

- 0.86% of average assets in fiscal 2003 to a low of 0.73% of average assets during the most recent

fiscal year ended December 31, 2004. In general, the Company has reported relétively consistent
earnings, on a return on average assets basis, over the past five years. This has been largely

attributable to success in efficient growth of the asset base of the Company, which. has reduced

 the operating expénse ratio. -At the same time, United Financial has experienced a decline in the

level of net interest income in the low interest rate environment that has existed in the past
several yéars. Net interest income and op'erau'ng expenses represent the primary components of
United Financial’s core earnings. Non-interest operating income is a less a signif‘icant'
contributor to the Company’s core earnings, but has been a source of supporting earnings
growth. The amount of loan loss provision_s established over the past five fiscal years has varied,
but in general loss provisions have not been a significant factor in the Company’s earnings.
Géiﬁs and losses on investment securities and the sale of Ioans have been inconsistent factors in

the Company’s earnings over the past five years.

United Financial maintained a relatively strong net interest income ratio throughout the
period shown in Table 1.2, reflecting the yield-cost spreads maintained in the balance sheet (s_eé |
Exhibit I-5). Over the past five years, the Company’s net interest income to average assets ratio
ranged from a h1gh of 3.50% during 2001 and 2002 to a low of 3.25% during 2004. The general

decline in the net interest income ratio has resulted from a more significant decline in the interest
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income ratio compared to the interest expense ratio. The less significant decline in the interest
expense ratio was in part attributable f_o_ asset growth being funded by higher costing long term
‘borrowings ind the recent increases in interest rates, in particular short-term interest rates, since
the Federal Reserve began raising interest rates in mid—2003_. The Federal Reserve action has |
resulted in a flattening of the yi;eld curve, limiting increases in yields earned on longer#term
assets. Overall, the Company’s interest income ratio declined from ‘6.8.0% of average assets
during 2001 to 4.86% of »avérage assets during fiscal 2004; a decline of 196 basis points.
Cbmparatively, over the same time period, the Company’s interest expense ratio declined from
3.30% of average assets to 1.60% of average assets, a decline of 170 basis points. The
Company’s historical net interest rate spreads and ylelds and costs are set forth in Exhibits I-3
and [-5. '

Non-interest operating income has remained a noticeable earnings contributor for the
Company over the past ﬁyé yeafs, with the dollar amount of such income increasing at a slightly
lower rate than assets. The primary source of non-interest operating income for the Company
" consists of fees and service charges on the retail deposit base, and this source of income has

~ increased _d\_fer time with the ihcrease in the deposit balances. The Company also earns income
from- the increased cash surrender value of the BOLI, and other miscellaneous income from
banidng services for customers, including subsidiary operations that include insurance products
- and other personal ﬁnanciél services producfs Non-interest mcome from tradltlonal sources,
such as deposit account fees and service charges, has been hxmted to an extent as the Company
has kept deposit account fees low as a marketing tool. Over the past five years, non-interest
N operating income ranged from a low of 0.63% of average assets during 2000 and 2004 to a high
of 0.70% of average assets during 2001. The decline in non-interest opérating income ‘as a
pércent of average assets was mostly due to increased use of borrowed funds, which increase the

asset base' but do not provide sources of non-interest income in the form of deposit fees.

Operating expenses represent the other maJor component of the Company’s earmngs ~
ranging from a low of 2.45% of average assets during 2004 to a high of 2.76% of average assets
during 2001. The comparatively lower operating expense ratios recorded since fiscal 2001
reflect continued asset growth of the Company along with efficient management of growth in

operating expenses. Expenses were increased in fiscal 2002 due to the opening of an additional
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branch office location, and overall expenses have increased due to inflationary increases in

personnel costs and other operating costs. Upward pressure will be placed on the Company’s
operating‘expense ratio following the stock offering, due to expenses associated with operating
as a publicly-traded ‘company,' including expenses related to the stock benefit plans. At the same
time, tho increase in oapitalr realized from the s'took offering will increase the Company’S'

cépacity to leverage operating expenses through pﬁrsuing a more éggfessive growth strategy.

Overall, the general trends in the Company’s net interest income ratio and operating
expense ratio since fiscal 2000 reflect an improvement in core earnings, as indicated by the
Company’s expense coverage ratio (net interest income divided by operating expenses). United

Financial’s expense coverage ratio equaled'1.23 times in 2000, versus a comparable ratio of 1.33

 times for fiscal 2004. The improvement in the expense coverage ratio was the result of a decline

in the operating expense ratio, offset in part by a smaller decline in the net interest income ratio. '
Simﬂarly, United Financial’s efﬁciency ratio (operating expenses, net of amortization of
mtanglbles asa percent of the sum of net interest income and other operating income) of 63.0%

in 2004 was more favorable than the 68.3% efficiency ratio ‘maintained for fiscal 2000.

~ Over the past five fiscal years, maintenance of generally favorable credit quality

measures has served to limit the amount of loss provisions established during the period. Loan

loss provisions established by the Company ranged from a low of 0.04% of average assets during

2003 to a highv of 0.13% of average assets during 2004. The higher loss provisions established

during 2004 was related to growth of the loan portfolio, along with higher classified loans and
non-performing loans. As of December 31, 2004, the Company maintained valuation allowances
of $5.8 million, equal to 1.00% of net loans receivable and 151.96% of non-'acoming loans.

Exhibit I-6 sets forth the Company’s loan loss allowance activity during the past five and three-

quarter fiscal years.

Non—operatmg gains and losses generally have not been a significant factor in the

Company s earnings, and have consisted of gains on the sale of loans, gains and losses on the

_sale of investment securities, and a one-time write-off of charter conversion related expenses in

2004. Gains on the sale of loans reached a high of $0.5 million or 0.08% of average assets in
2002, and totaled only $14,000 in 2004, with the recent low level due to the Company’s strategy
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of retaining loans in portfolio. Gains or losses on investment securities have also had a moderate

impact on the income statement, and totaled a gain of $0.1 million for fiscal 2004, or 0.02% of
average assets. Finally, during fiscal 2004, the Company expended approximately $0.7 million

in connection with the charter conversion activities of the Bank, along with the formation of the

Company and the MHC. These expenses, along with the gailis and losses realized from the sale |
of investment securities are not considered to be part of the Company s core earmngs glven the

volatile and non-recurring nature of such income.

 The Compaily recorded an effective tax rate of 40.9% for 2004, a rate that was in line

‘with recent historical trends. ‘As set forth in the prospectus, the Company’s effective statutdry
~ tax rate equals 40%. ' ’

' Interest Rate Risk Maﬁagement

The Company’s balance sheet is liability-sensitive in the short-term (less than one year)

~and, thus, the net interest margin will typically bé‘-adversevly affected during periods of rising and

higher interest rates. As of December 31, 2004 the Net Portfolio Value (“NPV”) analysis
prov1ded by the OTS indicated that a 200 basis point instantaneous and sustained increase in -
interest rates would result in a 24% decline in the Company’s NPV (see Exhibit I-7) Umted
Financial utilizes the services of an outs1de advisor to provide certain analyses of interest rate

risk positions.

The Company nnplements certain strateglcs to manage interest rate risk, particularly with
respect to seeking to limit the repricing mismatch between interest rate sensitive assets and
liabilities. The Company manages interest rate risk from the asset side of the balance sheet
through inyestihg in adjustable rate mortgage-backed securities, diversifying into adjustable rate
and shorter-term commercial real estate loans, construction loans, commercial and industrial

loans, and cohsumer loans, including automobile loans. The Company’s interest rate risk

: position is made less favorable by the current strategy of retalmng for portfolio long term fixed

rate residential loan originations.

As of December 31, 2004, of the Company’s total loans due after December 31, 2005,
ARM loans comprised 34.6% of those loans (see Exhibit I-8). On the liability side of the

balance sheet, management of interest rate risk has been pursued through longer term FHLB
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advances that are “match funded” with longer term ﬁxed Tate re51dent1al mortgage loan
ongmatmns The Company has also offered attractive rates on certain longer term time deposits
in low and declining interest rate environments and emphasized growth of lower cost and less

interest rate sensitive transaction and savings accounts.

The infusion of stock proceeds will serve to reduce the Company’s interest rate risk

' exposure,' as most of the net proceeds will be redeployed into interest-earning assets and the

increase in the Company’s c.apitali will lessen the proporﬁon of interest rate sensitive labilities
funding assets. ‘ |

* Lending Activities and Strategy

United Financial’s lending activities have u'aditionally emphasized 1-4 family permanent
mortgage loans (including home equity loans and home equity lines of credlt), and such loans
continue to comprise the largest component of the Company’s loan portfoho Beyond 1-4 family
loans, lending diversification by the Company has emphasized commercial real estate/multi-
family loans, commercial and industrial loans, construction loans and consumer loans. Going
fofward the Company’s lending strategy is to pursue further diversification of the loan portfolio.

However, the onglnatlon and purchase of 1-4 family permanent mortgage loans 1s expected to

_remam as the Company’s most prominent lending act1v1ty Exhibit I-9 prov1des hlstoncal detail -
of United Financial’s loan portfolio composition over the past ﬁve fiscal years and Exhlblt I-10

prowdes the contractual maturity of the Company s loan portfoho by loan type as of December

31, 2004.

United Financial originates both fixed rate and adjustable rate 1-4 family permanent

~mortgage loans, and the current practice is to retain substantially all originations for its own

portfolio. Such loans totaled $256.1 million, or 44.6% of total loans as of December 31', 2004.

For residential lending activities, the Company typically requires a loan-to-value (“LTV”) ratio

of 80% or less for 1-4 family loans, but will lend up to a 95% LTV ratio with private mortgage

insurance (“PMI””). The substantial portion of the Company’s 1-4 family ‘perman_ent_ mortgage
loans are underwritten to secondary market guidelines and they follow policies and procedures
specified by Fannie Mae. In the current interest rate envnonment most of the Company’s 1-4

fan‘uly lending volume consists of fixed rate loans. Fixed rate residential loans are ongmated
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with terms of up to 30 years, and are generally obtained through in-house loan representatives,.

existing or past customers and referrals. ARM loans offered by the Company include loans with

initial repricing terms of one, three, five, seven or ten years that are indexed to one-year U.S.

Treasury Constant Maturity, with a higher initial rate applied to loans with longer repricing

. terms. After the initial repncmg period, the ARM loans convert to a one-year ARM loan for the _
‘balance of the mortgage term. Adjustable rate mortgage loans generally prov1de for maximum

rate adjustments of 2% per adJustment, with a lifetime maximum adjustment of up to 6%.

The Company also offers home equity loans and home equity lines -of credit .
(“HELOCs”), secured by 1-4 family residences i in the local market area. At December 31, 2004,
such loans totaled $74.7 million, or 13.0% of total loans. The combined LTV ratio for these
home equity loan products is generally limited to 80%. Home equity loans are offered with ﬁxed,
and variable rate qf interest and terms of up to 20 yéars. HELOCs are adjustable rate loans

which are indexed to the prime rate.

United Financial offers its own first-time homebuyer loan program, which offers

‘qualified individuals fixed and adjustable rate mortgage loans with discbunted interest rates and

reduced loan origination fees. Such loans are'originated in amounts up to 100% of the property’s

appraised value or sale price. PMI is required for loans with LTV’s in excess of 80%. The

Company also offers FHA/VA loans, and loans originated under the Massachusetts Housing
. Finance Agency, the Hampden County Municipal Employee Loan Program, and the Pionéer
‘Valley Transit Authority Ride the Bus loans. These loan programs all provide residential
| mortgage loans to qualified individuals, with higher allowable LTV’s.

The second largest loan typem United Financial’s loan portfolio consists of commercial
real estate loans, along with a smaller balance of loans secured by multi'—fa.mily property. These

loans are generally secured by .industrial properties, small office buildings, hotels, motels,

, recreational and retail facilities and other non-residential properties. Commercial real estate and

multi-'family loans totaled $137.8 million, or 24.0% of total loans as of December 31, 2004, an.

 increase from $105.8 million as of December 31, 2000. United Financial originates commercial

real estate and multi-family loans up to a maximum LTV ratio of 85% and requires a minimum
debt-coverage ratio of 1.2 times. Loan terms typically provide for up to 25-year amortizations,

with a shorter balloon or repricing term, with the loans generally indexed to the prime rate of v
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interest. ‘At December 31, 2004, the Company’s largest commercial real estate or multi-family
loan was a $5.1 million loan located in northern Connecticut and secured by commercial real

estate. This loan was performing in aceordance with its original terms at December 31, 2004.

‘Growth of commercial real estate and multi-family loans is expected to continue to be an area of |

- lending emphasis for the Company, in which most of the growth will be realized through

continued ongmatlons by in-house loan personnel

Construction loans ongmated by the Compa.ny consist of loans to finance the
construction of 1-4 family residences and multi-family and commercial propertles As of
December 31, 2004, United Financial’s outstanding balance of remdentrgl property construction
loans totaled $12.8 million, while commercial construct-ion‘ loans totaled $17.0 million. Total
construction loans represented 5.2% of total loans as of December 31, 2004. Construction loans
extended for 1-4 family properties are originated to both experienced ioeal de{felopers in the

primary market area and individuals for the construction of their personal residences. The loans

- are generally construction/permanent loans offered on comparable terms as 1-4 family

permanent mortgage loan rates and require payment of interest only during the construction

~period. Commercial real estate and multi-family construction loans are generally subject to the

same underwriting criteria as required for permanent mortgage loans, as well as submission of

completed plans, specifications and cost estimates related to the proposed construction. Loans

for the construction of commercial real estate and multi-family loans are extended up toa LTV

. ratio of 80% based on the lesser of the appraised value of the property or cost of construction.

United Financial also originates land loans to loeal "individualé, contractors and
developers for the purpoée of making improvemenis on land for developing the land for sale.
Land loans to individuals have LTVs of no more than 70% e.nd are written With fixed inrerest |
rates with a maximum three year term and a balloon payment at the end of the loan term.. 'Land
loans to developers are limited to an LTV of 65%, can have fixed or adjustable interest rates and

maximum three year terms.

Similar to the emphasis on commercial real estate lendihg, United Financial has also
recently emphasized originations of commercial and industrial loans in the local market area. At
December 31, 2004, such loans totaled $56.3 million, or 9.8% of total loans, an increase from

$30.6 million, or 7.0% as of December 31, 2000. The Company offers fixed and adjustable rate
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commercial business loans and lines of credit to small and medium sized companies in its market

area, with the maximum loan size limited by the Company’s loans-to-one borrower limit, which

‘was $13.4 million at December 31, 2004. The commercial business loan portfolio consists

primarily of secured loans, while the portfolio also includes a minor amount of unsecured loans

for purposes of financing exp_anSion or providing'working capital for general business purposes.

The Company ggneral_ljr fequires personal guarantees of the business principals.

. The Company’s di\(eréiﬁqaﬁon into non-mortgage loans for consumers consists primarily
of automobile loans and a minor amount of other miscellaneous consumer loans. As of

December 31, 2004,_. the automobile loan portfolio totaled $i7.5 million or 90.4% of the

~consumer loan portfolio. ‘Automobile loans are offered with terms.of up to 60 months, with

interest rates the same for both new and used automobiles. The maximum LTV is 100% for new
automobile loans, while used automobile loans are limited to the “loan valué” of the vehicle as
established by industry guideé. Other types of consumer loans offered by the Company consist
substaﬁtially of secured and unsecured personal loans, motorcycle loans and motor home loans,
boat loans and pool and spa ldahs. As of December 31, 2004, the other consumer loan portfolio
totaled $1.9 million. | | |

Due to adequate lending opportunities in the communities served by the Company, and

~ since the Company generally retains loans for portfolio, United Financial has not éngaged in loan

" purchases in recent years. Exhibit I-11 provides a historical summary of the Company’s lending

activities. Consistent with its strategy, 1-4 family permanent mortgage and home équity lending,
while comprising the largest portion of loan originations over this time frame, have been

deéiining as a percent of total loan originations. Specifically, during fiscal 2004, permanent 1-4

~ family mortgage loan originations totaled $107.8 million (37% of total originations), versus 50%

of originétions in fiscal 2002. Originations of commercial mortgage, commercial and in_dustrial,
and construction loans have all increased in the past three fiscal years, reflecting thé Company’s
lending diversification strategy. '

As reflected in Exhibit I-11, no loan purchases, and only limited amounts of loan sales
have been completed since fiscal 2002, as the Bank is prirharily a portfolio lender. Loan sales
ranged from a thh of $33.9 million in fiscal 2002, to a low of $5.2 million in fiscal 2004.
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Asset Quality

The Company’s conservative lending practices have generally supported favorable credit
quality measures. Over the past five fiscal years, United Financial’s balance of non-performing
~ assets ranged from a hlgh of 0.58% of assets at year end 2000 to a low of 0.17% of assets at
December 31, 2002. As shown in Exhibit I-12, the Company’é balance of non-perfonning assets
at December 31, 2004 con51sted of $3.8 million of non-accrumg loans equal to 0.49% of total
assets. The non-accruing loan balance included loans secured by residential real estate,

commercial real estate and commercial and industrial assets.

To track the Cornpany’s asset quaﬁty and the adequacy of Valuatiorr allowances, United
Fmanmal has established - detailed asset classification policies and procedures which are
consistent w1th regulatory guldelmes Detailed asset classifications are reviewed quarterly _by
senior management and the Board of Directors. Pursuant to these procedures, when neerled, the
.Cem.pany establishes additional valuation allowances to cover anticipated losses in classified or |
non-classified assets, and to replace loan charge-offs. The required level of valuation allowances
‘is based on historical loss experience, the typeé and amounts of loans in portfolio, adverse:
situations that may affect borrower’s ability to repay, estrmated values of underlying collateral |
peer group information and prevailing economic condltlons. As of December 31, 2004 the.
Company maintained valuation allowances of $5.8 million, equal to 1.00% of net loans

receivable and 151.96% of non-performing loans.

: Funding Comp ositioh.and Strategy

} Deposrts have con51stently been the Company’s primary source of funds, and at
December 31 2004 deposits equaled 87. 1% of United Financial’s interest-bearing fundmg
composition. As of December 31, 2004, depo_51ts totaled $613.7 million, which reflects 7.6%
‘compounded annual growth since the end of fiscal 2000. Exhibit I-13 sets forth the Company’s
deposit composition for the past rhree years and Exhibit I-14 provides the interest rate and
maturity composition of the CD portfolio at December 31, 2004, Lower costing savings and
transaction accounts totaling $360.5 million comprised aﬁproximate‘ly 59% of the Company’s
deposits at December 31, 2004 (see Exhibit 1-13). The proportion of savings and transaction

accounts reflects an increase since fiscal 2000 as a result of an increased marketing emphasis on
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these account types, as these accounts are beneficial to the Bank in terms of lower cost liabilities
and interest rate risk characteristics. Growth of transaction and savings accounts since year end
2001 has been primarily realized in non-interest beaﬁng demand accounts and regular savings

accounts.

The balance of the deposit base is comprised of CDs, the rnajority of which have
remaining maturities of one year or less. As of December 31, 2004, the CD portfolio tetaled
$251.3 nﬁllioﬁ or 41.0% of total deposits, including $48.5 million of retirement accouht (IRA)
CDs. At total of $163.2 million, or 64.9% of the CDs were scheduled to mature in one year or
less. As of December 31, 2004, jumbo CDs (CD accounts with balances of $100,000 or more)
amounted to $75.2 million or 29.9% of totai CDs. The Company cur_rently‘ doés not maintain

-any brokered CDs.

Borrowings serve as an alternative funding source for the Company to facilitate

management of funding costs and interest rate risk. Borrowings held by the Company consist

“primarily of FHLB advances, including short-term and loﬁger—term- borrowings, with terms in

excess of five years. As of December 31, 2004, the Company maintained $86.7 million of FHLB

- advances, with a weighted average maturity of 3.7 years and a weighted average rate of 3.53%.

The Company also utilizes collateralized repurchase agreements as a funding source, and such’

berrowings totaled $4.3 million at December 31, 2004. Such borrowed funds carried a weighted

~ average rate of 1.19%. Exhibit I-15 provides further detail of United Financial’s borrowing

activities during the past three fiscal yearsA.' To the extent borrowings are added by the Company -

in future periods, FHLB ‘ad‘vancesvwould likely continue to be the pnmary source of borrowings

- utilized.

Subsidiaries and Other Activities

United Bank is the only subsidiary of United Financial. The only subsidiary of United
Bank is UCB Securities, Inc. UCB Securities, Inc. was established in 1998 as a Massachusetts

- security corporation for the purpose of buying, selling and holding investment securities. The -

- income earned on UCB Securities, Inc.’s investment securities is subject to a lower state tax rate,

lowering the Bank’s overall effective tax rate. At December 31, 2004, UCB Securities, Inc. had

total assets of $48.2 million, essentially all of which were in investment securities.
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In 2002, United Bank, through an operating division, United Financial Services Group,
formed an alliance with Baystate Fina;ncial Services, LLC and its registered broker-dealer, New
England Se'éurities. ‘This alliance offers United Bank customers a réngé of investment products
~ and ﬁna_néial planning services, including mutual funds, debt, equity and government sccurities,.
insurance products, amiuities, financial planning and estate. planning. United Bank receives a

commission on sales of products to customers.

Legal Proceedings
United Financial is involved i routine legal proceedings occurring in the ordinafy course
of business which, in the aggregate, are believed by managerhent to be immaterial to the

financial condition of the Company.
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II. MARKET AREA

Introduction

The Bank conducts operations in the southem portion of western MaSsachtlsetts through
its headquarters ofﬁce locatlon in West Sprmgﬁeld, Massachusetts and 10 branch offices, with
nine branches located in Hampden County and one branch in Hampshire County (see Exhibit II-
1 for details of the Bank’s office facilities). These two counties represent the Bank’s primary
market area, which is located in part of the “Pioneer Valley” region. The Bank’s remaining

~business operations are conducted in surrounding areas and counties, including northcentrall

Connecticut. Hampden County reported a population of approximately 460,000 as of the year

- 2004, representing an increase from 456,000 as of the 2000 census. - The market area is both

developed and rural in nature, with a number of population oenters operating as economic and
demographic centers, prixoarily in the Connecticut River valley. The major cities and population

centers. within the Bank’s market area include Sprmgﬁeld, West Sprmgﬁeld, Holyoke,
Northampton, Westfield and Chicopee.

The Bank holds a moderate market share of deposits in Hampden County-(approkimately

9‘.-0%), and thus has some potential for additional growth as the market area deposit base

expands. As with the location of the population base, most of these deposits are located in the

‘ popu_lation centers of the area. United competes with a number of national, regional and locally-

based financial institutions, and had the fourth largest‘market share of deposits in Harripden
County as of June 30, 2004. The primary larger financial institution competitors. include
Sovereign Bank, BankNorth, NA, Westfield Bank, Peoples Bank, Westbank and Woronoco

:Savings’ Bank, while the Bank also competes with a number of smaller community banks. In

addition, the Bank faces competition from credit unions, .mortgage banking companies, consumer

finance companies, investment houses, mutual funds, insurance companies and other financial .

- intermediaries. Over the past couple of years, the competitive factors have intensified with the |

growth of electromc delivery systems (partlcularly the Internet).

Future growth opportumtles for the Bank depend on future growth and stability of the'

regional economy (in particular the areas surrounding the Bank’s office locations), demographic
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growth trends and the nature and intensity of the cdmpetitive' environment. These factors have
been briefly examined in the following pages to help determine the growth potential that exists
for the Bank and the relative economic health of the Bank’s market area, and the relative impact

on value.

National Economic Factors

The future success of the Bank’s operations is partially dependent upon various national

and local economic trends. The ecbnomy in general showed signs of accelerating going into the

‘second quarter of 2004, even thbugh first quarter G_DP growth increased at a slower than

expected 3.9% annual rate. Job growth in April exceeded expectations, as the ecqndmy created
288,000 new jobs and the national unemployment rate fell to 5.6% in April. Some other

-economic data for April was not as strong, as higher interest rates slowed new housing starts and

sales of new homes. Orders for durable goods also fell in April, while fears of higher interest

rates fueled a strong increase in home resales during April. Job growth remained strong in May,

including in the manufacturing sector. An additional 248,000 jobs were created in May, bringing
the three month total of j obs added to almost one million — the biggest three month increase éince
2000. The May unémployment. rate remained at 5.6%, as more ;;eople entered the labor market
looking for work. Despite higher mortgage rates, sales of new and existing homes surged to
record highs in May. Consumer spending‘rose 1.0% in May, which was the largest increase
sihce October 2001. However, orders for durable goods posted an 'uhéxpected decline in May, .

resulting in the first back-to-back month drops in durable goods orders since the end of 2002.

 The eéonomy showed additional signs of slowing at the end of the second quarter of 2004, as |

higher energy prices reduced consumer spending. Retail sales, industrial pioduction and housing
starts all fell in June. Job growth was also less than anticipated in June and the unemployment
rate remained unchanged at 5.6% for the third straight month. The index of leading indicators

fell in June for the first time in over a year and second quarter GDP declined to a 3.0% annual

growth rate.

Surging oil prices continued to hamper the U.S. economyvaf the beginning of the third
quarter, as employers added just 32,000 jobs in July. Despite modest job growth, the July

unemployment rate dropped to 5.5%. A decline in July new home sales and only a modest gain
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in July durable goods orders | further suggested that the economy had hit a soft patch.
| Employment data showed a strengthening jobs market for August, as the'5.4% unemployment
rate reported for August was its lowest level since October 2001. Comparatively, other
economic data fdf August generally showed the pace of economic activity continued to
decelerate, which included a dech'né in retail sales and the third straight monthly drop in the
index of leading indicators. ‘Hdwe-ve'r, new home sales bounced back in August, rising 9.4%
from July. Third quarter GDP rose at a slower than expected 3.7% annual rate, while ldwer
interest rates supported a 3.5% increase in new home sales for September. Job growth was less

than ‘anticipated in September, although the unemployment rate remained unchanged at 5.4%.

High oil prices remained as a damper on the économy at the beginniﬁg of the fourth |
quarter, as U.S. manufacturing activity fell fo a thirteen month low in October 2004. Consumer
confidence also fell in October reflecting concerns over sluggish jbb growth. Howéver, job
- growth was strong in October as 337,000 jqbs were added, although the national unemployment
rate for October ticked up to 5.5% as more people started to look for jobs. Helped by the strdng
job growth and lower oil prices, consumer confidence rose in November. Notwithstanding the
'employmen't gains, the leading economic indicators fell for a fifth straight month in October.
Low mortgage rates continued to support strong home sales for October. U.S. job growth for
' November slowed sharply, although the U.S. unemployment rate for November declinéd to
5.4%. Economic data at the close of the year generally reflected signs of an improving economy,
‘ 'Whiqh included a jump in durable-goods orders in NoVembe_r, the largest increase in December
retail sales in five year, December consumer confidence increasing to its best level since the

Summer and solid job growth in December with the December national unemployment holding -
steady at 5.4%. Housing starts were also up strongly ih December and the leading ecoﬁomic
indicators rose in Decembér for the second straight month. However, fourth quarter GDP grbwth

- was slower than expected, increasing at a 3.1% annual rate for the quarter.

- Economic data for the beginning of the first quarter of 2005 -was mixed. The
manufactuﬁng sector“conti_nued to expand in Jahuary 2005 and ‘retgil sales pontinuéd'to
‘ -}contribute to the economy in January. While the January 2005 unemployment rate declin.ed to-
- 5.2%, its 1bwest rate since 2001, it was mostly attribufable to a decline in the number of people

looking for jobs as job growth fell below expectations in January. After gaining 0.3% in
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December, the Index of Leading Economic Indicators slipped 0.3% in January. Data for

_ Fébruary 2005 was not available as of the date of this appraisal.

In terms of interest rate trends over the past year, an upward trend in interest rates was in * .~

eﬁ"ect at the beginning of the second quarter of 2004, as strong economic data increased

_expectatlons that the Federal Reserve would increase interest rates. Bond yields were also

pushed higher by signs of inflation coming back into the economy, as the consumer price index
for March rose 0.5%. March economic data that showed a strengthening economy pressured
bond yields higher through the end of April. Robust job growth in April, combined with rising

oil prices, sharpened the sell-off in long-term Treasuries during the first half of May, reﬂecting‘

increased expectations that the Federal »Resei've would raise interest rates soon. Treasury yields

- eased lower during m_id-May, as investors shifted money to the relative safety of bonds in

reaction to India’s election results and the assassination of the head of the Iragi Governing

Council. Strong job growth reflected in the May ‘employment data and growing inflation |

" concerns reversed the downward trend in bond yields during the first half of June, with the yield
on the 10-year US. Treasury note h1ttmg a two year high in rmd-June Bond yields stablhzedv .

ahead of the Federal Reserve meeting at the end of June, as only a moderate increase in core
consumer prices during May served to subdue concerns of a sharp rise in inflation. The Federal

Reser?e’_s decision to raise its short-term rate from 1.00% to 1.25% provided a boost to bond

~ prices at the close of the second quarter, as the Federal Reserve indicated that it would ‘Continue :

to raise the Federal Funds rate a quart-er-pointA at a time.

Signs of slower economic growth and a smaller than expected increase in June consumer
prices served to stabilize interest rates through most of July 2004. Bond yields declined during
the first half of August, as higher dil prices slowed the pace of economic expansion. The Federal
Reserve raised short-term rates a quarter-pdint to 1.50% in August and éignaled that more
increases were in store for 2004, based on expectations that the slowdown in the economy would
only be temporary. Interest rates stabilized from mid-August through mld-September, while
higher oil prices and only a modest increase in August consumer prices contributed to a rally in
bond prices in mid-September. The bond market reacted favorably to the Federal Reserve’s -
decision to raise the target raie to 1.75% at' its Septcmber‘meeting', with the yield ‘on the ten-year

u.s. Treésmy note edging below 4.0% in late-September. Trcasury prices declined slightly at
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the close of the third quarter, which weé largely attributed to profit taking and stronger than
expected GDP growth reported for the second quarter '

Weaker than expected employment data for September and hlgher oil prices pushed bond

: yields lower at the start of the fourth quarter, with the yield on the ten-year U.S. Treasury note

edging back below 4.0% in late-October. Treasury yields increased during early-November, on
news of stronger than expected job growth for October and a decline in oil prices to a three week
low. The Federal Reserve raised the Federal Funds rate a quarter-point to 2.00% as expected at

its November meeting, which combined with mixed economic data served to stabilize long term -

~ "bond y1e1ds in nud—November Lower oil prices and concern about the weak dollar pushed

bonds prices lower in late-November. . In early-December, bonds rallied on the weaker than
expected employment data for November. The positive trend in U.S. Treasuries continued
through mid-December, as. the Federal Reserve raised its key interest rate target by a quarter

point to 2.25% and indicated that it would continue to rais_ev interest rates at a measured pace

~ based on expectations of moderate economic growth and well contained inflation. Treasury

yields moved higher at the close of 2004 on news of a surge in consumer confidence during

December.

U.S. Treasury yields increased sharply at beginning of 2005 on signs that economic
growth was picking up momentium and indications from the Federal Reserve that it was likely to

keep raising rates because of wariness about inflation. Despite the generally favorable economic

data, Treasury yields eased lower during mid- and late-January as investors dumped stocks in

favor of bonds.” The Federal Reserve raised its target interest by another Quarter peint in early-
February and signaled no change in its plan for more increases. The as expected rate increase
and January employmenf data showing lower than expected job growth sparked a rally in long- |
term Treasury bonds, with the yield on the ten-year Treasury falling below 4% in early-February.
Bond yields moved higher in mid-February on inflation concerns and indications of higher
interest rates from the Federal Reserve. As of March 4, 2005, the bond equivalent yields for U.S.
Treasﬁry bonds vﬁth terms of one and ten years equaIed 3.23%_and 4.38%, respectively, versus
comparable yields of 1.20% and 3.86% at December 31, 2003. '

Based on the consensus outlook of 56 economists surveyed by The Wall Street Journal, -

| the U.S. economy for 2005 will see GDP growth of about 3.6%, subdued inﬂatien and only
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slight rises in interest rates. The consensus calls for the Federal Reserve’s short-term target
interest rate to rise to 3% by June and to 3.5% by December. The economists expected the yield
on 10-year U.S. Treasury notes to rise to more than 5% by year end 2005. Exhlblt -2 prowdes
historical interest rate trends from 1995 through March. 4, 2005.

' Market Area Demogg-;phics

Table 2.1 presents information regarding the demographic and economic trends for the

- Bank’s market area counties from 2000 to 2004 and projected through 2009, with additional data
| provided in Exhibit II-3. Data for the nation and _thc Cqmmonwealth of Massachusetts is

included for comparative purposes. The Bank’s market area contained a total population of |

approximately 614,000 as of 2004. The population base of Hampdeh County is relatively |

~concentrated in the center section of the county, primarily in the cities of Springfield, West

Springfield, Holyoke and Chicopee. Hampden County reported a relatively stable population

base in recent &ears, with annual population growth from 2000 to-2004 at a rate of 0.2%, a rate

lower than the state and national averages. Hampshire County, containing a smaller population

‘base of approximately 150,000, is also a relatively slow growth market. These trends for both .

counties are projected to continue over the next five years through 2009.

These population trends represent a moderately positive trend for Bank as the market area

has certain areas of strong growth and certain areas of weaker growth. The overall population

base provides a source of busii_less for financial institutions. As shown in Table 2.1, the number

and growth of households performed somewhat better over the same time period, although this -

- reflects a national trend towards a lower average household size and an increase in the numiber of

households overall. In addition, the populatmn and household growth trends descnbed above are
forecasted to remain relatively constant over the next five years, indicating that the Bank s

business prospects are expected to remain stable in the foreseeable future.

Table 2.1 also details the age distribution of the residents of the Bank’s market area

county and reveals that overall, Hampden County has a similar age distribution characteristics as

~ the state and nation. Hampshire County contains a higher proportion of re81dents aged 15-34

 years, due to the presence of a number of universities in-the county, including the University of

Massachusetts. Examination of another characteristic of the Bank’s market area, median
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Table 2.1
, , " United Bank
Summary Demographic/Economic information
Growth
Year Rate
2000 2004 2009 2000-04
(%)

Population(000) ’ .

United States , 281,422 292,937 307,116 1.0%
Massachusetts 6,349 6,447 6,545 0.4%
Hampden County 458 480 483 0.2%
- Hampshire County - 182 154 156 0.3%
Households(000) }

United States 105,480 109,949 115,474 1.0%

Massachusetts 2,444 2,495 2,551 0.5%
Hampden County 175 178 181 0.4%
‘Hampshire County ~ - 56 58 60 0.8%

. Median Household Income($) E

United States - $42,729 $46,475 $51,597 24%

Massachusetts 50,707 57,033 64,912 3.0%

Hampden County ' 39,914 42,946 47,418 1.8%

Hampshire County : 46,290 51,048 57,388 - 2.5%

Per Capita Income($) - _ .

United States $21,587 $24,092 $27,309 2.8%
“Massachusetts ‘ 25,952 29,837 34,701 3.5%
‘Hampden County 19,541 - 21,661 24471 . 28%

Hampshire County 21,685 24,655 28,633 " 3.3%

. 2002 Age Distribution(%) 0-14 Yrs. 15-34Yrs. 35-54Yrs. = 55+ Yrs.

United States : 21.0% 28.0% " 29.0% 22.0%

. Massachusetts ‘ 18.0% 27.0% 31.0% 23.0%
Hampden County ‘ 20.0% 27.0% 29.0% 24.0%
Hampshire County ' 14.0% 35.0% 30.0% 21.0%

- , ' - Less Than $25,000 to

2002 HH Income Dist.(%) $25,000 50,000 $50.000+
United States 26.0% 28.0% 46.0%

- Massachusetts 22.0% 22.0% 56.0%
Hampden County 30.0% 27.0% 43.0%
Hampshire County 23.0% 26.0% 51.0%

‘Growth
Rate

2004-2009

(%)

0.9%
0.3%
0.1%
0.3%

1.0%
0.4%
0.3%
0.7%

214% "
26%
- 20%
2.4%

. 25%
31%
2.5%

- 3.0%
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“household income and per cépita income, revealed that both market area counties reported

income levels lower than stait_e averages, with Hampden County’s income levels lower than both
the state and nation. The lower average incomes reflect the impact on the statewide average of
the Boston metropolitan area, where income levels can be expected to be higher. The relatively

lower income levels indicate the potential for increased levels of financial institution deposits,

deposit growth and overall need for financial institution services.

. Local Economy

The- Pioneer | Vélley- area economy was hiStoricaliy based on agriculture and
manufacturmg but, similar to many areas of the U.S., has been transferred mto a more serv1ces
oriented economy in the last several decades with employment in most large economic sectors
However, manufacturmg mamtams a material presence in the area. The Connecticut River,
which bisects the region to the north and south, is the physical feature that provided energy for
the mill towns of Holyoke and Chrcopee and the productrve farmland for the earliest settlers
who practiced agriculture. Hampden and Hampshire Countles are linked economlcally to

N northcentral Connecticut, which also shares the Connecticut Rlver valley, Interstate 91 and

Bradley International Airport. 'Dail.y commuting patterns of residents include travel between

Massachusetts and Connecticut, includin’g into Hartford, the state capita_l of Connecticut.

The Bank’s market area mcludes employment in health care, insurance, hrgher education "
and manufacturing, and as shown in Table 2.2 below, the largest employers are diversified mtov
several economic areas. - As shown in Table 2.3, the Bank’s market area reported the largest
proportion of employment in health care, government, trade and manufacturing, indicative of a
relatively diversified employment base. Hampden County reported a higher level of
manufacturing employment, while Hampshire County reported a hig‘ner level of education
employment. Overall, however, the employment base of the Bank’s market area was quite
similar to the western statewide averages. The presence of a higher level of manufacturing
employment generally is an unfavorable cnaracteristrc, as the manufactnring seotor of the
economy has been declining for a number of decades. .See Exhibit II-4 for additional data and
details.
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Table 2.2 o
Market Area Employers
Company - Industry Employees
Baystate Health System Health Care 9,300
University of Massachusetts Education 4,700
U.S. Postal Service Government 4,300
MassMutual Financial Group Insurance 4,000
Big Y Supermarkets Groceries 3,700
Yankee Candle Consumer Products 3,000
.Sisters of Providence Health System  Health Care 2,800
Cooley Dickenson Hospital Health Carea - 1,700
Hasbro Games/Milton Bradley " Manufacturing 1,600
Verizon . » Communications 1,400
Source: Business West, Berkshire Chamber of Commerce.
_ Table 2.3 _
_ _ Primary Market Area Employment Sectors
: : _ (Percent of Labor Force)
' Employ. Sectors Western MA Hampden Cty. Hampshire Cty. .
Health Care/Social Assist.  15.3% 16.6% , 11.9%
- Government 16.9 16.5 - 22.8
Trade ‘ . 157 15.7 o 16.6
Manufacturing 12.2 12.6 : 7.1
Arts/Entertainment/Food 9.9 8.6 104
Finance/Insur./Real Estate 5.1 6.2 3.2
Educational Services - 4.2 2.0 9.9
Prof./Scientific/Mgmt. 4.1 43 | 3.7
Construction 3.7 _ 3.6 : 34
Other ' 134 140 11.2
' 100.0% 100.0% 100.0%

Source: | REIS DataSource.

As shown in Table 2.4, sﬁnilar to national trends, ﬁnemployment in Massachusetts and

the two market area counties has decreased in the last twelve months. While Massachusetts had

~ an unemployment rate below the national average, Hémpden County"s rate was abqvé the state

average and in line with the nationai average, an unfavoréble sign as it reflects a certain lack of

‘ _ employment opportunities for residents of the area. Hampshire County reported the lowest

comparative unemployment rate.
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- Table 2.4 -
Market Area Unemployment Trends
| Dec. 2003 : Dec. 2004 -
‘Region - Unemployment Unemployment
United States 5.4% C51%
Massachusetts 5.4% : - 4.1%
- Hampden County 6.5% 5.0%
‘Hampshire County 3.8% 3.0%
Source: U.S. Bureau of Labor Statistics.
Comgétition

Due to the overall size of the Hampden County market in which the Bank operates,
United holds a moderate market share of deposits of 9.0% (see Table 2.5). With the current

“market share, additional deposit growth in the market area may be somewhat achievable,

although United competes with a number of regional and super-regional competitors, along with -

- a number of locally-based financial institutions._ ‘New competitors have alsc recently entered thé

market, with a Webster Financial branch schedule to open in 2005 across the street from the

main office in West Springfield.

Table 2.5 displays deposit trends for thrifts and.commércial banks in Hampden and
Hampshire Counties. Since 2000, deposit growth in Massachusetts has been positive for both
commercial banks and savings institutions, with savings institutions increasing deposits at a rate

slightly faster than commercial banks. Commercial banks continue to maintain the majority of

" deposit funds in the state of Massachusetts, apﬁroximately 63% of all deposits as of the most

recent date.

Within Hampden County, the location of ten of the Bank’s offices, United recorded an
annualized increase in deposits of 9.1% over the four-year period, while Hampden County
recorded a lower deposit growth rate of 4.6%. The Bank was thus able to increase its market
share of deposits from 7.6% at Tune 30, 2000. Commercial banks and savings institutions have |

approximately equal market share of depésits in Hampden County. .In Hampshire County, the

‘Bank has a minimal market share of 0.8% of deposits from its single office location. While
-recent growth of the Bank’s office has been much higher than the county as a whole, United
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~ United Bank
Deposit Summary
. As of June 30, . .
2000 . 2004 Deposit
Market # of Market #of - Growth Rate
Deposits Share Branches Deposits Share Branches - 2000-2004
{Dollars in Thousands). o ' (%)
State of Massachusetts $133,949,000 1000% 1,972 $172,722,000 100.0% .2,115 6.6%
Commercial Banks $85,554,000 63.9% 951 $108,180,000 626% 1,008 6.0%
Savings Institutions $48,395,000 36.1% 1,021 $64,542,000 374% 1,107 75%
Hampden County $5,423,671 100.0% 125 $6,500,429  100.0% 141 4.6%
. Commercial Banks _ $2,614,680 482% 67 $3,221,034  496% 81 5.4%
Savings Institutions $2,808,991 51.8% 58 $3,279,395 50.4% - 60 3.9%
United Bank . $412,149 76% 9 $583,963 ©  9.0% 10 9.1%
‘Hampshire County $1,869,183  34.5% 47 $2,546,035 - 100.0% 56 8.0%
Commercial Banks $603,584 11.1% 20 $727678  28.6% 22 4.8%
avings Institutions ' $1,265,589  23.3% 27 - $1,818,357 71.4% 34 9.5%
v‘n'rted Bank $11,369 0.6% 1 $20,160 0.8% 1 16.4%

" Source: FDIC
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remains a small part of the Hampshire County deposit base. The overall large size of the depoSit
‘base in both counties does provide the opportunity for local community based financial .

institutions, such as United, to compete effectively.

Summary

The overall condition of the primary market area can be characterized as stable, with
moderate growth potential based on regional population and economiC_projections. The overall
total population base within the Bank’s market area counties does provide the potential for
additional banking customers, particularly in Iight of the current market share of deposits held By
the Bank and the dollar amount of deposits held in banking institutions in the niérket ai'ea.
Going forward, in view of the local demographic and economic trends and the numbers and
types of competitors in the market area, the competition for deposits is expected to ‘remain
substantial, which will result in United having to pay competitive deposit rates, provide high
q\iality sérvice and consider prqvidihg electronic banking capabilities to increase local market

share. In addition, the Bank also will have to engage in sufficient levels of marketing activities.
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- III. PEER GROUP ANALYSIS

This chapter presents an analysis of United Financial operations versus a group.of
éomparable‘ companies (the "Peer Group") selected from the universe of all publicly—tréde'd
savings institutions. The primary basis 6f the pro forma market valuation of United Financial is
provided by these pubiic companies. Factors affecting the Company’s pro forma market value

such as financial condition, credit risk, interest rate risk and recent operating results can be

readily assessed in relation to the Peer Group. Current market pricing of the Peer Group, subject

to appropriate adjustments to account for differences between United Financial and the Peer-
Group, will then be used as a basis for the valuation of the United Fmam:lal to-be-issued

common stock.

Peer Group Selection

The mutual holding company form of ownership has been in existence in its present form

“since 1991. As of the date of this appraisal, there were approximately 27 publicly-traded
 institutions. (those traded on the NYSE, AMEX, or NASDAQ), operating as subsidiaries of

MHCs. We believe there are a number of characteristics of MHC shares that make them
different from the shares of fully-converted companies. These factors include: (1) lower.
aftermarket liquidity in the MHC shares since less than 50% of the shares are available for
trading; (2) guara.ntaéd minority ownership interest, with no opportunity of exercising voting

control of the institution in the MHC form of organization; (3) the potential impact of "second-

~ step” conversions on the pricing of public MHC institutions; (4) the regulatory policies regarding -

the- dividend waiver by MHC institutions; and (5) most MHCs have formed mid-tier .holding '
companies, facilitating the ability for stock repurchases, thus improving the liquidity of the stock = .

on an interim basis. We believe that each of these factors has an impact on the pricing of the

shares of MHC mstltutlons and that such factors are not reflected in the prlcmg of fully-

converted pubhc compa.mes

Given the unique characteristics of the MHC form of ownership, RP Financial concluded

. that the appropriate Peer Group for the United Financial valuation should be comprised of

subsidiary institutions of mutual hOlding companies. The selection of publicly-traded mutual
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- holding companies fo; the Company’s Peer Group is consistent with the regulatory guidelines

and other recently completed MHC transactions. Further, the Peer Grbup should be comprised
of only those MHC institutions whose common stock is either listed on a national ‘exchan'ge or is

NASDAQ listed, since the market for companies trading in this fashjon is regular and reported.

‘We believe non-listed MHC institutions aré inappropriate for the Peer Group, since the trading

activity for thinly-traded stocks is typically highly irregular in terms of frequency and price and .
may not be a reliable indicator of market value. We have excluded from the Peer Group those

public MHC institutions that are currently pursuing a second-step conversion and/or companies

whose market pﬁces appear to be distorted by speculaﬁve factors or unusual operating

conditions. 'MHCs which have recently completed a minority stock offering have been excluded

. as weﬂ, due to the lack of a seasoned trading history and insufficient quarterly financial data that

includes the impact of the offering proceeds. The universe of all publicly-traded- thrift
institutions is included as Exhibit I1I-1. :

Basis of Compariéox_l

~ This appraisal includes two sets of financial data and ratios for the Peer Group
institutions.. The first set of financial data reflects the actual book value, earnings, assets and
operating results reported by the Peer Group institutions in its public filings inclusive of the
minority ownership interest outstanding to the public. The second set of financial data, discussed

at length in the following chapter, places the Peer Group in:stitutionsbn equal footing by

* restating their financial data and pricing ratios on a "fully-converted" basis through assuming the

sale of the majority shares held by the MHCs in public offerings based on thc'ir current trading

priées and standard assumptions for a thrift conversion offering. Throughout the appraisal, the

‘adjusted ﬁg_ures will be specifically identified as being on a “fully-converted” basis. Unless so

noted, the figures referred to in the appraisal will be actual financial data reported by the Peer

Group institutions.

Both sets of financial data have their specific use and applicability to the appraisal. The
actual financial data, as reported by the Peer Group companies and reflective of the minority

interest outstanding, will be used in Chapter III to make financial comparisons between the Peer

Grdup and the Company. The differences between the Peer Group's reported financial data and |
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- the financial data of United Financial are not significant enoﬁgh to distort the conclusions of the -

-comparison (in fact, such differences are greater in a standard conversion appraisal). The

adjusted financial data (fully-converted basis) will be more fully described and quantified in the

pricing analysis discussed in Chapter IV. The fully-converted pricing. ratids are considered

critical to the valuation analysis in Chapter IV, because they place each Peer Group institution on

a fully-converted basis (mal_cing their pricing ratios comparable to the pro forma valuation

conclusion reached herein), eliminate distortion in pricing ratios between Peer Group institutions

that have sold different percentage ownership interests to the public, and‘reﬂect the implied
pricing ratios being placed on the Peer Group institutions.in the market today to reflect the
unique trading ché.racter_istics of publicly-traded MHC institutions.

United Financial Peer Group

Under ideal circumstances, the Peer Group would be comprised of ten publicly-traded

‘Massachusetts-based MHC institutions with capital, earnings, credit quality and interest rate risk

comparable to United Financial. However, given the limited number of publicly-traded

institutions in the MHC form of ownership, the selection criteria was neceséarily broad-based .
and not confined to a particular geographic market area. In light of the asset size of the
Company, the selection criteria used for the Peer Group was the ten smallest publicly-traded
MHCs in terms of asset size that have been in publicly traded form fo at least a year. The.asset _
sizes of the Peer Group companies ranged from $110 million to $1.1 billion. The universe of all

publicly-traded MHC instituﬁoné, exclusive of institutions that have announced '_sécond-step

_conversions, is included ‘as Exhibit II-2 and Exhibit I]I-3-_proirides summary demographic and
- deposit market share data for the primary market areas served by each of the Peer Group

‘companies.

Unlike thé universe of fully-converted publicly-tradcd thriﬁs, which includes
approximately 147 companies, the universe of public MHC institutions is small, thereby
reducing the prospects of a highly comparable Peer Group. Nonetheless, because fhe trading
characteristics of public MHC institution shares are significantly differeﬁt;ﬁom those of fully-
converted companies, public MHC institutions were the most appropriate group to consider as

Peer Group candidates for this valuation. Relying solely on full stock pubﬁc companies for the
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Peer Group would not capture the 'differerlce in current market pricing for_public MHC

_ institutions and thus could lead to distorted valuation conclusions. The federal regulatory

agencies have previously concurred with this selection procedure of the Peer Group for MHC

- valuations. To account for dlfferences between Umted Fmanclal and the MHC Peer Group in
reaching a valuatlon conclusmn it will be necessary to make certain valuation adJustments The

following discussion addresses financial similarities and differences between United Fmanclal =

and the Peer Group.

Table 3.1 on the following page lists key general characteristics of the Peer Group
companies. Although there are differences among several of the Peer Group members, by and
large they are well—capitalizedand profitable institutions and their decision to reorganize in
MHC form suggests a commonalit‘yof operating philosophy. Importantly, the trading prices of
the Peer Group companies reflect the unique operaﬁng and other characteristics of public MHC
insritutions While the Peer Group is not exactly comparable to United Financial, we‘believe
such companies form a good basis for the valuatlon of United Fmanc1al subJect to certain

valuat1on adjustments

In aggregate, the Peer Group companies maintain a higher level of capitalization relative .

to the universe of all public thrifts (13.93% of assets versus 11.00% for the all public average),

- generate lower earnjngs on a return on average assets basis (0.64% ROAA versus 0.76% for the

all public average), and generate a lower return on equity (5. 11% ROE versus 8.02% for the all -
public average) The summary table below underscores the key differences, partlcularly in the

. ‘average pricing ratlos between full stock and MHC mst1tut1ons both as reported and on a fully-

converted basis.
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Fully
Peer Group . Converted
All "~ Reported Basis
- Publicly-Traded Basis  (Pro Forma)
Financial Characteristics (Averages) ' o
Assets ($Mil). ' $2,565 o $473 $567
Equity/Assets (%) : 11.00% © 13.93% 24.89%
Return on Assets (%) ' - 076 . 0.64 0.69
Return on Equity (%) | 8.02 : 5.11 2.95
Pricing Ratios (Averages)(1 [-I : ' '
Price/Earnings (x) - 19.50x 32.85x 28.63x -
Price/Book (%) ' 161.41% - 206.89% 96.21%

Price/Assets (%) 17.51 128.26 123.70
(1)  Based on market prices as of March 4, 2005.
The following sections present a comparison of the Company’s financial condition,

income and expense trends, loan composmon interest rate risk and credit risk versus the ﬁgures

reported by the Peer Group The conclusions drawn from the comparative analysis are then'

- factored into the valuation analysis discussed in the final chapter.

Financial Condition
- Table 3.2 shows comparative balance sheet measures for United Financial and the Peer -

Group. The United Financial and Peer Group ratios reflect balances as of December 31, 2004, -

unless otherwise indicated for the Peer Group companies. The United Financial net worth base

" of 8.1% was below the Peer Group's average net worth ratio of 13.9%. HoWever, the Company’s

pro foi*_ma capital position will ‘increase with the addition of stock proceeds and will be

comparable to or somewhat above the Peer Group’s ratio following the stock offering-. Tangible

“equity-to-assets ratios for the Company and the Peer Group equaled 8.1% and 13.3%,.

respectively, as goodwill and intangibles maintained by ‘the Company and the Peer Group

equaled 0.0% and 0.6% of assets, respectively. The increase in the United 'Fina_ncial pro forma

- capital position will be favorable from a risk perspective and in terms of future earnings potential

that could be realized through leverage and lower f@nding costs. At the same time, the

Company’s higher pro forma capitalization will also result ina relatively lower return on equity.

. Both the Company’s and the Peer Group's capital ratios reflected capital sufplu_ses' with respect
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to the regulatory capital requirements, with the Peer Group’s ratios cui’rently exceeding the
Company’s ratios. On a pro forma basis, the differences between the Compaoy’s and the Peer

| Group s regulatory capltal ratios will be less 51gmﬁcant

The mterest-earnmg asset compositions for the Company and the Peer Group were
somewhat similar, with loans constituting the bulk of interest-earning assets for both United
‘ Fmancml and the Peer Group The Company’s loans-to-assets ratio of 73.7% was higher than -
the comparable Peer Group ratlo of 54.7%. Comparatlvely, the Company’s cash and
investments-to-assets ratio of 23.8% was lower than the comparable ratio for the Peer Group of
40.1%, as the Company reported lower ratios of ,moﬂgage-backed and other investment
securities and cash and cash equi\?alents Overallv the Company’s interest-eaming assets

amounted to 97.5% of assets, which exceeded the comparable Peer Group ratio of 94 8%.

The Company s funding hablhtles reflected a funding strategy smlar to the Peer Group s
funding composition. The Company’s deposits equaled 79.5% of assets, which was above the
comparable Peer Group ratio of 69.8%. Comparatively, borrowings accounted for a higher
portion of the Peer Group’s interest-bearing funding composition, as indicated by borrowings-to-
assets ratios of 11.8% and 14.1% for United Financial and the Peer Group, respectively. Total
ihterest-beaﬁng liabilities maintained by the Company and the Peer Group, as a percent of assets,
equaled 91.3% and 83.9%, tespectively Following the increase in capital provided by the net
. proceeds of the stock offering, the Company’s ratio of mterest-beanng liabilities as a percent of

' assets will be more comparable to the Peer Group’s ratio.

A key measure of balance sheet strength for a thrift institution is its IEA/IBL ratio. |
Presently, the Peer Group maintains a more favorable IEA/IBL ratio than the Company, based on’
IEA/IBL ratios of 113.0% and 106.8% for the Peer Group and the Company, respectively. The
additional capital realized from stock proceeds should serve to provi'de United Financial with an
IEA/IBL ratio that is. more comparable to the Peer Group’s ratio, as the increase in capital
prov1ded by the 1nfusxon of stock proceeds will serve to lower the level of interest-bearing

liabilities fundmg assets and will be pnmanly deployed mto interest-earning assets.

The growth rate sectlon of T able 3. 2 shows annual growth rates for key balance sheet
~ items. The United Financial growth rates are based on growth for the year ended December 31,
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2004, while the Peer Group s growth rates are based on annual growth for the twelve months
ended December 31, 2004 or the most recent perlod available. United F mancml recorded a 4.7%
Increase in assets, versus asset growth for the Peer Group of 5. 6% Asset growth experienced by
. the Company was the result of a 16.6% decline in cash and investments and a 14.5% increase in
loans. The Peer Group’s asset 'growi:h was largely realized through a 7..3%' 'increase in loans,‘.
which was supplemented with a 0.6% increase in cash and investments. Following the stock
‘offering, the Company’s growth cdpaeity will be more comparable to the Peer 'Group’s,las the
result of the increase in leverage cap’aciry that will be provided by- the infusion of the rret stock

proceeds.

T_he Company’s asser growth was _funded‘with' a 3.2% increase in deposits and a 12.3%
increase in borrowings. Comparatively, deposit growth of 2.6% and a 12.6% increase in
borrowings funded the Peer Group’s asset growth. Capital growth rates poSted by the Company
and the Peer Group equaled 9.1% and 3.3%, respectively. The Company’s higher capital growth
rate was achieved through earning a higher retum on assets on a relatively lower capital base,
while there were other factors that negatively impacted the Peer Group’s capital growth relative
to the Company’s capital growth such as dividend payments, stock repurchases and the higher
level of capital maintained by the Peer Group. The increase in capital realized from stock

‘proceeds, as well as possible dividend payments and stock repurchases will initially depress the

' Company s capital growth rate followmg the stock offering.

Income and Expense Components

Table 3.3 drsplays comparable statements of operatlons for the Company and the Peer
Group, based on earnings for the twelve months ended December 31, 2004, unless otherwise
indicated for the Peer Group companies. United Fmanmal and the Peer Group reported net
income to average assets ratios of 0.73% and 0.64%, respectively. A higher level of net interest
“income and lower operating expenses, offset by somewhat lower non-interest income and hlgher_
loss provisions accounted for the Company’s hlgher return. The Company also maintained an

earnings disadvantage with respect to its tax posrtlon for the twelve month period.

The Company’s stronger net interest income ratio was realized through maintenance of a

higher interest income ratio and a lower interest expense ratio. The higher interest income ratio
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reflected a higher concentration of loans than maintained by the Peer Grov.ip and the Company’s
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was realized through earn‘ing_a'higher yield on interesi:-earning assets (5.02% versus 4.96%’f0r‘

the Peer Group), which was supported by the Company’s interest-earning asset composition that

loan ﬁortfolio composition that reflected a greater degree of diversification into higher yielding

" types of loans than maintained by the Peer Group. Interest expense ratios for the Company and

the Peer Group equaled 1.60% and 1.69% of average assets, respectively. The Company’s lower

interest expense ratio was supported by a lower cost of | funds (1.95% versus 2.03% for the Peer

‘Group), reflecting th'e.C'ompany’s lower utilization of borrowingé and lower deposit funding

costs, offset in part by a higher level of int’erest—bearing liabilities funding assets. Overall,

United Financial and the Peer Group reported net interest income to average assets ratios of

3.25% and 3.02%, respectively.

In another area of core earnings, the Peer Group maintained a higher level of operating

expenses than the Company. For the peﬁod covered in Table 3.3, the Company and the Peer

- Group reported operating eXpense to average assets ratios of 2.45% and 2.69%, respeétively.

‘The Company’s lower operating expense ratio was also evident in the lower number of

employees maintained by United Financial in comparison to the Peer Group relative to their

respective asset sizes. Assets per full time equivalent employee equaled $4.9 million for the

- Company and $3.7 million for the Peer Group. On a post-offering basis, the Company’s

operating expenses can be expected to increase with the a’dditiox_i of stock beneﬁtlplans and
certain expenses that result from being a publicly-tréded company, with such expenses already
imPacting the Peei Group's Qperating' expenses. At the same time, the Company’s capacity to -
leverage operating expenses will be comparable to or greater than the Peer Group’s leverage

capacity following the increase in capital realized from the infusion of net stock proceeds.

When viewed together, net interest income and operating expenses provide considerable
insight into a thrift's earnings strength, since those sources of income and expenses are typically
the most prominent components of earnings and are generally more predictable than losses and
gains realized from the sale of assets or other non-recurring activities. In this regard, as
measured by their expense coverage ratios (net interest income div_idéd by operating expenses),A
the Company’s earnings were stronger than the Peer Group’s. Expense coverage ratios posted

by United Financial and the Peer Group equaled 1.33x and 1.12x, respectively. - Ani expense
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coverage ratio of greater than 1.0x indicates that an. institution is able to sustain pre-tax

profitability without having to rely on non-interest sources of income.

Sources of non-interest operating income provided a higher relative contribution to the
Peer Group’s earnings, with such income amounting to 0.63% and 0.74% of the Company’s and

the Peer Group’s average assets, respectively. Taking non-interest operating income into

- account in comparing the Company’s and the Peer Group's earnings, the United Financial

éfficiency ratio (operatmg expenses, net of amortization of intangibles, as a percent of the sum of
non-interest operatmg income and net interest ‘income) of 63.1% was more favorable than the'
Peer Group's efficiency ratio of 71.5%. The Company’s more favorable efficiency ratio was
realized through earning a higher level of net interest income and a lower operating expense

ratio, which more than offset the Company’s lower non-interest income ratio.

" Loan loss provisions had a larger impact on the Company’s earnings, with loss provisions

| established by United Financial and thé Peer Gfoup equaling 0.13% and 0.10% of ave'rage assets,

respectively. The higher level of loss provisions established by United Financial was consistent
with its greater degree of diversiﬁcétion into higher risk types of lending (see Table 3.4), as well

as the Company’s higher ratio of total loans-to-assets.

Net gams reahzed from the sale of assets and net other non-recurring income or expense

_items were a contributor to the Peer Group s earnings, with such gams amounting to 0.03% of

average assets, while Umted Financial recorded a net loss on non-recurring items of 0.08% of

average asset, prlmarlly due to the write-off of charter conversion related expenses. vaen the

~ generally non- recumng nature of gains and losses resulting from the sale of loans, mvestments |

and other assets, the net gains reflected in the Company s.and the Peer Gljoup s earnings will be.
discounted in evaluating the relative strengths and weaknesses of their respective earrlings.

Extraordinary items Were not a factor in either the Coxhpanfy’é or the Peer Group's earnings.
Taxes had a larger impact on the Company’s earnings, as the Company recorded an

effective tax rate of 40.90% for the twelve month period. Comp'aratively, the Peer Group had an
effective tax rate of 25.20%. |
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Loan Composition

Table 3.4 i)resents data related to the Company’s and the Peer Group’s loan portfolio
compositions and investment in mortgage-backed securities. The Company’s loan portfolio

composition _reﬂec’téd a higher concentration of 1-4 family permanent mdrtgage loans and

| _ moﬂgage—backed securities than maintained by the Peer Group (56.0% versus 50.6% for the Peer -

Group). The Compahy’s higher ratio was'attributable to maintaining a higher concentration of 1-
4 family loans relative to the comparable Peer Group ratio. Loans serviced for others
represented a similar off-balance sheet item for both, equaling 8.6% of the Peer Group’s assets,

while the Company maintained loans serviced for others equal to 7.1% of assets. Both the Peer

~Group and the United Financial balances of loans serviced for others translated into modest

ba.iance_s of servicing inténgiblés.

- Diversification into higher risk types of lending was more;sig.niﬁcant for the Company on
average. Commercial real estate/mulﬁ-fanlily loans represented the most significant area of
lending diversification for United Financial (16.9% of assets), followed by commercial and

industrial loans (7.3% of -asséts) and construction/land loans (4.8% of assets). The Peer fGroup"s

lending diversification also consisted primarily of commercial real estate/multi-family loans and

commercial and ir_xdustrial Ioans,"wi-th those portfolios equaling 9.7% and 4.0% of assets,
respectively, along with construgtién/land loans (1.7% of assets). Consﬁmer loans accounted for
the only lending area where tﬁg Peer Group maintained a greater degree of lending
diversification than the Peer Group (3.5% of assets versus 2.5% of asset for the Peer- Group).

The Company’s more significant diversification into higher risk types of loans and higher

concentration of assets maintained in loans compared to lower risk-weighted investments

translated into a higher risk-weighted assets-to-assets ratio of 69.4%, as compared to the Peer
Group’s ratio of 54.0%. 4

. Credit Risk

Overall, the credit risk associated with the Company’s loan portfblio was considered to .

- be similar to the Peer Group’s, as the Company’s somewhat more favorable credit quality

measures for non-performing loans was offset by the Company’s more significant diversification

into higher risk types of lending. As shown in Table 3.5, the United Financial ratio of non-
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performing assets and accruing loans that are more than 90 days past due as a percent of assets ,

was less than the comparable Peer G’I‘Ollp ratio (0.49% versus 0.57% for the Peer Group).

Likewise, the United Financial non-performing loans-to-loans ratio, which does not include

' .acbruing loans that are more than 90 days past due, was lower than the Peer Group's rat_io (0.66%

versus 0.73% for the Peer Group). The Company maintained a lower level of loss reserves as a

percent of non-performing loans (152.0% versus.206.1% for the Peer Group), while the Peer

- Group maintained a higher level of reserves as a percent of loans '(1.08% versus 1.00% for the

Company). Net loan charge-offs were higher for the Company than the Peer Group on an

" absolute basis, although such charge-offs were much lower than the Peer Group on a relative

basis as a percenf of their respective loan balances.

Interest Rate Risk

Table 3.6 reflects various key ratios highlighting the relative interest rate risk exposure of
the Company versus the Peer Group companies. In terms of balanc;e sheet composition, the
United Financial interest rate risk characteristics were considered to be less favorablé than the

Peer Group’s. Most notably, the Company’s lower tangible capital position and lower IEA/IBL

ratio indicate a greater dependence on the yield-cost spread to sustain the net interest margin. In

addition, the Company is currently following a strategy of retaining for portfolio long-term fixed
rate mortgage loans. secufed'by 1-4 family residential property.- However, a lower level of non-
interest earning assets represented an advantage for the Compaﬁy with respéct to capacity to
generafe net interest income and; in turn, limit the interest rate risk associated with the balance' A |

sheet. On a pro forma basis, the infusion of stock proceeds should provide the Company with

" balance sheet interest rate risk characteristics that are more compaiable to the Peer Group’s

measures.

To analyze interest rate risk associated with the net interest margin, we reviewed
quarterly changes in net interest income as a percent of average assets for United Financial and
the Peer Group. In general, the more significant fluctuations in the Company’s ratios implied
there was a greater degree of interest rate risk associated with its net interest income compared to

the Peer Group’s, based on the interest rate environment that prevailed during the peﬁod covered

in Table 3.6. The stability of the Company’s net interest margin should be enhanced by the
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infusion of stock proceeds, as interest rate sensitive liabilities will be funding a lower portion of

~ the United Financial asset base and the proceeds will be substantially deployed into interest-

earning assets.

Summary

Based on the above analysis, RP Financial concluded that the Peer Group fofms a

' reasohable‘basis for determining the pro forma market value of United Financial. Such general

characteristics as asset size, capital position, the composi_ﬁon of interest-earning assets, funding
composition, core earnings measures, loan compdsiﬁon, credit quality and exposure to interest
rate risk all tend to support the reasonability of the Peer Group from a financial standpoint.
Those areas where differences exist will be addressed in the form of valuation adjustments to the

extent necessary.
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IV. VALUATION ANALYSIS

Introduction

This ohapter_presénts the valuation analysis and methodology used to determine the

- estimated pro forma market value of United Financial for purposes of pricing the minority stock.

'I"he valuation incorporates the appraisal methodology promulgated By the OTS and adopted in

practice by the FDIC for standard conversions and mutual holding ‘company offerings,
particularly- regarding selection of the Peer Group, fundamental analysis on both the Company -
and the Peer Group, and determination of the Company’s pro forma market value utilizing the.

market value approach.

: Ap_pralsal Gmdehne

The OTS written appralsal guldehnes SpeCIfy the market value methodology for

~ estimating the pro forma market value of an institution. The FDIC, state banking agencies and

other Federal agencies have endorsed the OTS a_pprai'sal guidelines as' the appropriate guidelines
involving mutual-to-stock conversions. As previously noted, the appraisal guidelines for MHC
offerings are somewhat different, particularly in the Peer Group selection process. Specifically,
thé regulatory agencies have indicated that the Peer Group should be based on the pro forma
fully-converted pricing characteristics of publicly-traded‘ MHCs, rather than on already fully-
converted publicly-traded stock thriﬁs, given the unique differences in stock pricing of MHCs
and fully-converted stock thrifis. Pursuant to this methodology: (1) a peer group of comparable
publicly-traded MHC institutions is selecte&; (2) a financial and operational comparison of the

subject company to the peer group is conducted to discern key differences; and (3) the pro forma

‘market value of the subject company is determined based on the market pricing of ‘the peer

group, subject to certain valuation adjustments based on key differences. In addltlon the pncmg

charactenstlcs of recent conversions and MHC offenngs must be considered. -

RP Financial Am)roach to the Valuation

‘The valuation analysis herein complies with such regulatory approval guidelines.

" Accordingly, the valuation incorporates a detailed analysis based on the Peer Gfoup, discussed m
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Chapter ITI, which constitutes "ﬁm_damentél analysis" téchn_iques. Additionally, the valuation
incorpofates a "téchnical analysis" of fecently cbmpleted conversions and stock offerings of .
comparable MHCs,-‘including closing pricing and aftermarket trading of such offerings. It -
should. be noted that these valuation anaiyses, based on either the Peer Group or the recent
conversions and MHC tfansactions, cannot possibly fully account for all the market forces which

impact trading activity and pricing characteristics of a stock on a given day. "

‘The pro forma markefvalue detertrﬁhed herein is a preliminary value for the Company’s
to-be-issued stock. Throughout the MHC process, RP Financial will: (1) review changes in the
Company’s ‘op‘erations and financial condition; (2) monitor the Compdny’s operations and
financial condition relative io the Peer Group to identify any fundamental changésA; 3) monitor
the external ‘f_actors affecting value including, 'b.’ut not limited to, local and .national economic
conditions, interest rates, and the stock market environment; including the market for thrift
sfocks; and (4) monitor pending MHC offerings, and to a less¢r extent, standard COnversibn

offerings, both tegion_ally and na_tionally. If material changes should occur prior to close of the

 offering, RP Financial Wiil evaluate if updated 'valuat‘ion reports should.bé pr_eparéd r§ﬂecting '

such changes and their related impact on value, if any. RP Financial will also prepare a final
valuation update at the closing of the offering to determine if the prepared valuation analysis and '

resulting range of value continues to be appropriate.

The appraiséd value determined herein is based on the Cﬁrrent market and operating

environment for the Coinpany and for all thrifts. Subsequent changes in the local and national

~ economy, the legislative and regulatory environment, the stock market, interest rates, and other

external forces (such as natural disasters or major world events), which may occur from time to
time (often with great unpredictability) may materially impact the market value of all thrift-
stocks, including the United Financial value, the'market value of the stocks of public MHC

institutions, or the United Financial value alone. To the extent a change in factors impacting the

- Company’s value can be reasonably anticipated and/or quanﬁﬁed, RP Financial has incorporated

the estimated impact into its analysis.
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Valuation Analysis

A fundamental analysis discussing similaﬁties and differences relative to the Peer Group
was presented in Chapter 1. The folleWing sections summiarize the key differences between the
Company and the Peer Group and how those dlﬁ'erences affect the pro forma- valuatlon |
Emphasis is placed on the spec1ﬁc strengths and weaknesses of the Company relative to the Peer
- Group in such key areas as financial condition, profitability, growth and viability of earnings,

asset growth, primary market area, dividends, liquidity of the shares, marketing of the issue,
management, and the effect of government regulations and/or regulatory reform. “We have also
-considered the market for thrift sto.cks, in particular new issues, to assess the impact on value of

United Financial coming to market at this time.
L Financial Condition

The financial condition of an institution is an important determinant in pro forma market
value because investors typically look to such factors as liquidity, capital, asset composition and

quality, and funding sources in assessing-investment attractiveness. The similarities and

differences in the Cornpany’s and the Peer Group's financial strength are noted as follows:

e Qverall A/LL Composition. Loans funded by retail deposits were the primary components
of both the United Financial and the Peer Group's balance sheets. The Company’s
interest-earning asset composition exhibited a higher concentration of loans and the
United Financial loan portfolio composition reflected a greater degree of diversification
into higher risk and higher yielding types of loans. Overall, in comparison to the Peer
Group, the Company’s asset composition provided for a higher yield earned on interest-

~ earning assets and a higher risk weighted assets-to-assets ratio. The United Financial

~ funding composition reflected a higher level of deposits and a lower level of borrowings
than the comparable Peer Group ratios, which translated in a lower cost of funds for the
Company. Overall, as a percent of assets, the Company maintained a higher level of
interest-earning assets and a higher level of interest-bearing liabilities than indicated for
the Peer Group, which resulted in a lower IEA/IBL ratio for the Company The infusion
of stock proceeds will increase the Company s capital position and, in turn, provide
United Financial with an IEA/IBL ratio that is more comparable to the Peer Group’s
ratio. " At the same time, the composition of the Company’s assets and liabilities will
continue to provide for a mere favorable interest rate spread than maintained by the Peer
Group. For valuation purposes, RP Financial concluded that a slight upward adjustment
was warranted for the Company’s overall asset/liability composition.
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Credit Quality. The Company maintained lower ratios of non-performing assets-to- assets'

~ and non-performing loans-to-loans. Loss reserves maintained as a percent of non-
~ performing loans were higher for the Peer Group, and the Peer Group maintained higher

reserves as a percent of loans. Net loan charge-offs as a percent of loans were lower for
the Company than the Peer Group. As noted above, the Company maintained a higher
risk weighted assets-to-assets ratio than the Peer Group, reflecting the Company’s higher
loans-to-assets ratio and greater degree of lending diversification into higher risk types of
lending. Overall, in comparison to the Peer Group, the Company’s measures imply a
similar degree of credit risk exposure and, thus, RP Financial concluded that no
adjustment was warranted for the Company’s credit quality.

Balance Sheet Liquidity. | The Company operated with a lower level.of cash and
investment securities relative to the Peer Group (23.8% of assets versus 40. 1% for the

" Peer Group). Followmg the infusion of the stock proceeds, the Company’s cash and

investments ratio is expected to increase as the proceeds will initially be deployed into
investments. United Financial’s future borrowing capacity was considered to be slightly '
greater than the Peer Group s, in light of the lower level of borrowings maintained by the
Company in comparison to the Peer Group. Overall, balance sheet liquidity. for the
Company and the Peer Group was viewed as adequate, even with the higher ratios

‘maintained by the Peer Group, thus, RP Financial concluded that no adjustment was

warranted for the Company’s balance sheet liquidity.

Funding Liabilities. The Company’s interest-bearing funding composition reflected a
lower level of borrowings compared to deposits, while the Peer Group maintained a

~ higher level of deposits relative to borrowings. The Company’s overall funding

composition provided for a lower cost of funds than maintained by the Peer Group. In
total, the Company maintained a higher level of interest-bearing liabilities than the Peer
Group, which was attributable to United Financial’s lower capital position. Following
the stock offering, the increase in the Company’s capital position should prov1de United
Financial with a comparable level of interest-bearing liabilities as maintained by the Peer
Group. At 'the same time, the Company’s funding composition can be expected to result

in a lower cost of funds than maintained by the Peer Group. Overall, RP Financial

concluded that no adjustment was warranted for United Financial’s funding composition.

Capital. The Peer Group operates with a higher equity-to-assets ratio than the Company.
However, following the stock offering, the United Financial pro forma capital position
will - be comparable to the Peer Group's equity-to-assets ratio. The. Company's
comparable pro forma capital position will result in similar leverage potential and reduce

the level of interest-bearing liabilities utilized to fund assets. Overall, RP Financial

concluded that no valuation adjustment was warranted for the Company’s pro forma
capital position.

On balance, the United Financial balance sheet strength was considered to be similar to

the Peer Group's, as implied by the Company’s asset/liability composition, funding composition,
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liquidity, credit quality and capital ratios. Accordingly, we concluded that no Valuatioﬁ A

adjustment was warranted for the Company's financial condition.

2. Profitability, Growth and Viability of Earnings

Earmngs are a key factor in determining pro forma market value, as the level and risk

charécteﬁstics of an institution's earnings stream and the prospects and ability to generate future

earnings heavily influence the multiple' that the investment community will pay for earnings.

The major factors considered in the valuation are described below.

Reported: Earnings. The'Company‘reported‘ higher earnings on an ROAA basis

(0.73% of average assets versus 0.64% for the Peer Group). Higher levels of net -

interest income and lower operating expenses accounted for the Company’s higher
return. Lower loss provisions, higher non-interest operating income, net gains on
non-operating items and a lower effective tax rate represented earnings advantages
for the Peer Group. Reinvestment and leveraging of the net stock proceeds should
enhance returns for the Company, but the pick-up in earnings will be somewhat offset
by the increase in operating expenses that will result from the implementation of the:
stock benefit plans and expenses related to operating as a publicly-traded company
with shareholders. Overall, the Company’s reported earnings were considered to be
more attractive than the Peer Group’s and, thus, RP Financial concluded that a slight
upward adjustment was appropriate for the Company’s reported earnings.

Core Barnings. The Company’s and the Peer Group's earnings were derived largely
from recurring sources, including net interest income, operating expenses, and non-
interest operating income. In these measures, the Company operated with a higher

* net interest income ratio, a lower operating expense ratio and a lower level of non-
interest operating income. The Company’s higher net interest income ratio and lower

level of operating expenses translated into an expense coverage ratio that was more
favorable than the Peer Group’s ratio (1.33x versus 1.12x for the Peer Group). The
United Financial efficiency ratio of 63.1% was also more favorable than the Peer

“Group’s efficiency ratio of 71.5%. Loss provisions had a slightly larger impact on the

Company’s earnings, which was consistent with the Company’s similar credit quality
measures and greater diversification into higher risk types of lending. Overall, these
measures, as well as the expected eamings benefits the Company should realize from
the redeployment of stock proceeds into interest-eaming assets will somewhat be

- negated by expenses associated with the stock benefit plans and operating as a

publicly-traded company, indicate that the Company’s eamings are somewhat higher
than the Peer Group’s core earnings. Therefore, RP Financial concluded that a slight
upward adjustment was warranted for the Company’s core earnings.

Interest Rate Risk. Quarterly changes in the Compai.ny’sv and the Peer Group's net
interest income to average assets ratios indicated that a slightly higher degree of
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volatility was associated with the Company’s. net interest margin. The Peer Group’s
stronger capital and IEA/IBL ratios, partially offset by the Company’s lower level of
non-interest earning assets, implied a lower dependence on the yield-cost spread to
sustain net interest income. On a pro forma basis, the Company’s capital position and
" IEA/IBL ratio will be enhanced by the infusion of stock proceeds and should
eliminate the current advantages indicated for the Peer Group’s ratios. Overall, RP
Financial concluded that the interest rate risk associated with the Company’s earnings -
was comparable to the Peer Group’s earnings interest rate risk exposure and no
valuation adjustment was necessary for this factor. o

e Credit Risk. Loan loss provisions were a slightly larger factor in the Company’s
earnings (0.13% of average assets versus 0.10% of average assets for the Peer
Group). Other credit risk measures generally implied the Company’s credit risk
exposure was similar to the Peer Group’s, in terms of future exposure to credit quality
related losses. Overall, RP Financial concluded that no adJustment was warranted for
this factor. :

» Eamings Growth Potential. Several factors were considered in assessing earnings
growth potential. First, the infusion of stock proceeds will increase thée Company’s
earnings growth potential with respect to leverage capacity and providing the

. Company with additional liquidity for purposes of funding loan growth.
. , Opportunities to increase earnings through loan and deposit growth are considered to
B be somewhat less favorable in the Company’s primary market area, based on the
demographic and economic limitations that are associated with the primary market
area served by United Financial. Overall, the Company’s earnings growth potential.
appears to be comparable to the Peer Group's, and, thus, we concluded that no-

adjustment was warranted for this factor.

o Retun on Equity. The Company’s estimated pro forma return on assets and pro
forma equity ratio is expected to result in a pro forma return on equity that is within
the range of the Peer Group’s average return on equity. In view of the similar capital
growth rate that will be implied by United Financial’s pro forma ROE, we concluded
that no adjustment was warranted for the Company’s ROE

Overall a slight upward adjustment was apphed for the Company s proﬁtablhty, growth
and v1ab1hty of earnings, based on the Company’s more favorable reported earmngs, core

- earnings and similar return on equity.

3. Asset Growth

_ United Financial experienced a 4.7% increase in assets during the most recent twelve
' month period, versus a 5.6% asset growth rate posted by the Peer Group. Asset growth by the
-

Company was the result of a larger increase in loans and a decrease in cash and investments.
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The Peer Group’s asset growth -was mostly realized through loan growth, which was
supplemented with a slight' increase in cash and investments. The Company wi_Il‘ realize an.
increase in its pro forma capital position from the infusion of stock proceeds, which will provide .
~ United Financial vﬁth comparable leverage capacity as currently maintained by the Peer Group.
Accordingly,vin light of the recent growth reported by the Company and the characteristics of the
* market area with respect to supporting loan growth opportunities, we believe that no adjustment

was warranted for this factor.

4, | Primary Ma.rketbArea. |

The general condition of an institution's market area has an impact on value, as future
success is in part dependent upon opportﬁniti'es for profitable activities in' the local market
_served. The Company’s primary market area iS in the Pioneer Valley r_egion of western
| Massachusetts, w1th a concentration of 10 offices in Hampden County and one office in
Hampshire County. The region served by the Company’s branches continues to transform frdm
a manufacturing based economy fo a more services oriented economic base. The modefate

economic gronch in the priinary market area has provided for slow growth demographic trends.’

In general the Peer Group companies operate in slower growing markets than served by‘
the Company. The Pee'r Group companies maintained a stronger competitive position than the
Company, as indicated by the higher depbsit market share that was m'aintained_ By the Peer Group
companies on a{fefage (17.4% versus 9.0% for the Company). Summary demographic,
economic and deposit market share data for the Company and the Peer Grdup companies is
provided in Exhibit III-3. As shown in Table 4.1,' December 2004 unemployment rates for the
markets served by the Peer Group companies were, in general, higher than Hampden CountY’s
~ unemployment rate for December 2004. On balance, we concluded that no adjustment was '

appropriate for the Company’s market area.




RP F inancial, LC.

Page 4.8
Table 4.1 :
Market Area Unemployment Rates
United Fmancml Bancorp, Inc. and the Peer Group Compames(l)
S : December 2004
County . Unemployment
United Financial Bancorp, Inc. - MA Harmpden 5.0%
The Peer G;oug | | o ’ 5.8%
Alliance Bank MHC — PA Delaware =~ C40%
'BCSB Bankcorp MHC - MD Baltimore = 4.0
Charter Financial MHC- GA ' Troup 62
Cheviot Financial Corp. MHC of OH ‘Hamilton : 4.6
Gouverneur Bancorp MHC - NY St. Lawrence - 8.8
Greene Co. Bancorp MHC - NY Greene 5.0
Jacksonville SB MHC - IL B Morgan 5.8
Oneida Financial MHC - NY Madison 6.1
~ Pathfinder Bancorp MHC - NY Oswego ' 8.3
Westfield Financial Group MHC- MA Hampden 5.0

(1) Unemployment rates are not seasonally adjusted.

. Source: U.S. Bureau of Labor Statistics.

5. Dividends

At this time the Company has not established a dividend policy. Future declarations of
diyidends by the Board of Directors will depend upon a nun_ﬂaer of factors, including investment
opportunities, growth objectives, financial condition, profitability, tax considerations, minimum
capital requirements, regulatory limitations, stock market characteristics and general economic

conditions.

All ten of the Peer Group companies pay regular cash dividends, with implied dividend
yields ranging from 1.15% to 3.13%. The average dividend vyield on the stocks of the Peer
Group institutions equaled‘ 2.23% as of March 4, 2005. As ‘of. March 4, 2005, approkimately -
89% of all publicly-traded thrifts had adopted cash dividend policies (see Exhibit IV-1),
exhibiting an average yield of 2.36%. The dividend paying thrifts generally maintain higher than
average proﬁtab111ty ratios, facilitating theu' ability to pay cash dividends.
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Our valuatibn ‘adjustment for dividends for United Financial also considered the
regulatory nolicy,with regard to waiver of dividends by the MHC. Under current policy, any
waiver of dividends by an FDIC regulated MHC requires that the m’inority stockholders’
- ownership interest be reduced in a second-step conversion to reflect the cumulative waived
‘dividend accountL -Comparatively, no adjnstment for waived dividends is required_ for OTS
regulated companies in a second-step conversion. As an MHC operating under OTS regulation,
~ the Company will be subject to the same regulatory dividend policy. as a large majority of the
Peer Group companies (mne of the Peer Group companies operate under OTS regulatlon for
~ purposes of the dividend waiver).. Accordmgly, we believe that to the extent United Financial’s
pro- forma market value would be influenced by the OTS’ dividend policy regarding MHC :
institutions, it has been sufﬁciently captured in the pricing of the Peer Group companies.

Overall, the Company’s capacity to pay dividends will be similar to the Peer Group’s, as
the result of its pro forma earnings level. Accordingly, we concluded that no adjustment was

* warranted for purposes of the Company’s dividend policy.

6. Liquidity of the Shares

The Peer Group is by definition composed of companies that are traded in the public
markets. Eight of the Peer Gronp members trade on the NASDAQ system. Two of the Peer
Group members trade. on the AMEX. Typically, the number of shares outstanding and market
capitalization provides an indication of how much liquidity there will be in a particular stock.
The market capitalization of the Peer Group companies, based on the shares issued- and
outstandmg to public shareholders (i.e., excluding the maJonty ownershlp interest owned by the

tespective MHCs) ranged from $14.1 million to $136.1 mllhon as of March 4, 2005, with

average and median market values of $47.0 million and $32.9 million, respectlvely The shares -

issued and outstanding to the public shareholders of the Peer Group members ranged from
‘ 688,000 to 4.5 million, with average and median shares outstanding of 2.2 million and 1.6
million, respectively. The Company’s minority stock offering is expected to have a pro forma
market value that is above the Peer Group average and median, Whﬂé public shares outstanding
fdr the Compnny is expected to be above the upper end of the range of shares outstanding

maintained by the individual Peer Group companies. It is anticipated that the Company’s stock
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will be listed for trading on the NASDAQ National Market system following the stock offering. ) A
Overall, we anticii)ate that the Company’s public stock will have a comparable trading market as
the Peer Group companies on average and, therefore, concluded no adjusfment was necessary for

this factor,

7. Market_ing of the Issue

. Three separate markets exist for thrift stocks: (1) the after-market for pub’lib .cbmpanies,
both fully-converted stock companies and MHCs, in which trading acti.vity is regular and

investment decisions are made based upon financial condition, earnings, capital, ROE, dividends

* and future prospects; (2) the new issue market in which converting thrifts are evaluated on the

‘basis of the same factors but on a pro forma basis without the benefit of prior operations as a

publicly-held company and stock trading history; and (3) the thrift acquisition market. . All three
of these markets were considered in the valuation of the Company’s to-be-issued stock. _
A.  The Public Market

The value of publicly-traded thrift stocks is easily measufable, and is tracked by

most investment houses and related organjzations. Exhibit IV-1 provides pricing and financial

~data on all publicly—traded thriﬁs. In general, thrift stock values react to market stimuli such as

interest rates, inflation, perceived industry health, projected rates of economic growth, regulatory

-issues and stock market conditions in genéi‘al. Exhibit IV-2 displays historical stock market

‘t,rends for \"fariousv indices and includes historical stock price index values for thrifts and

commercial banks. Exhibit IV-3 displays historical stock price indices for thrifts only.

In terms of éssessing general stock market conditioné, the performance of the
overall stock market has been mixed over the past year. -. Stocks generally declined during the
first half of March 2004, reflecting valuation concerns fbllowing a year of strong gains and
weaker than expected job growth during February.' Concerns about terrorism and higher oil
prices caused stocks to tumble in late-March, before rebounding at the close of the first quarter

on more attractive fundamentals and optimism about first quarter earnings.

Stocks moved higher in-early April 2004, as investors reacted favorably to a

strong employment report for March. For the balance of April trading in the broader market




RP Financial, LC.
Page 4.11

produced uneven results, as generally favorable first quarter earnings and strong economic data
weighed against the growing threat of inflation and higher interest rates. The Dow Jones
Industrial Average (“DJIA”) closed below 10000 for the first time in 2004 in the second week of
' May, as strong job growth durmg April raised expectatlons of a rate increase by the Federal
Reserve The downward trend in stocks prevalled through most of May, on concerns about
hlgher o1l pnces violence in the Mlddle East and higher mterest rates. Stocks rebounded in late-
May, primarily on the basis of hlgher corporate earnings and lower oil prices. Strong
employment data for May combined with lower oil prices and favora_rble inflation data provided
'for a positive trend in the broader market through mid-June. Stocks traded in a narrow range.
through the end of the second quérter, as investors awaited the outcome of the Fedéral Reserve

meeting at the end of June:

Rising oil prices and oroﬁt Wamings from some rechnology companies caused
major stock indices to fail at the start of the third qliarter of 2004 Stocks continued to trend -
lower through most of July, as a slow down in the economic expansion raised concerns about
- future earnings growth Strong consumer confidence numbers for July reversed the downward
trend in stocks during the last week of July, with the DJIA closing up for the week for the first

- time since mid-June. The recovery in the stock market was short-lived, as record high oil prices,

weak retail sales for July and weaker than expected job growth for July pulled stocks lower in

early-August A posrtlve economic outlook by the Federal Reserve and bargain hunting
supported gains in the stock market during mid-August, as the DJIA moved back above the’
10000 barrier.. The DJIA hit a six week high in late-August, which was supported by a drop in
oil prices. After the DJIA closed at a two month high in early-September, based on hopes for
favorable employment numbers for August, the broader stock market traded in a narrow range
through mid-September. Concerns that rising oil prices would hurt the economy and reduce

corporate earnings pressured stocks lower in late-September.

‘ Stocks' rallied at the start of the fourth quarter,‘ largely on the basis of a rebound in
technology stocks due to an upbeat outlook for third quarter earnings. Higher oil prices and
allegations of irnproprieties. in the insurance industry pressured the DJIA to its lowest level of the
year m _Iate-October. - Lower oil prices reversed the downward trend in stock at the close of

October. The election outcome, a rise in consumer confidence and a strong jobs report for
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‘October extended the stock market rally into mid-November, as the DJIA hit a seven month
high. Concerns about the falling dollar and a sharp rise in October producer prices temporar‘ily'
dampened the stock market rally in late-November, but then stocks recovéred in early;Deéémber
on a sharp decline on oil prices. Some favorable economic data, including a strong report on
December consumer confidence and a five-month low in new unemployment claims, hélped to
extend the rally through the end of the year as the DJIA move to a three and ohe—ﬁglf year hlgh

The broader stdck'market started 2005 in 'a downward trend, as investors reacted .
negatively to some disappointing economic ‘data and indications by the Federal Reserve thaf it
was likely to keep"r'aising rates because of wariness about inflation. Concerns about slowing
~ profit growth,. weaker than expécted growth in the qurth quarter of 2004 and the elections in -
- Iraq exteﬁded the downward trend through mid-January. After three straight weekly ‘declihes,
the DJIA edged higher in the last week of January on some ﬁpbeat earnings reports and 'é better -
than expected consumér conﬁdence‘ index. The positive trend in the brbader stock market
continued dunng the first half of F ebruary, as the Federal Reserve’s quarter point rate mcrease:
_contained no surpnses oil prices declined and J anuary retail sale beat expectations. Stock prices
continued their climb in late February and early March_2005, as positive job creation figures and
economic grow"ch data led to a more pdsitiv¢ outlook for the reset of the year. This outlook was
tempered by the increase in the cost of a barrel of oil to over $53.00 in the first week in March,
leading to some uncertainty-about the potential impact. As an indication of the general trends in-
the nation’s stock markets over the past year, as of March 4, 2005, the DJIA cloéed at 1 0940. 6,
an increase of 5.6% from December 31,2003 and an increase of 1.5% year-to -date. As of March'
4, 2005, the NASDAQ closed at 2070.6, an increase of 3. 4% ﬁ'om December 31, 2003 and a
decline of 4.8% year-to-date. The Staridard & Poors 500 Index closed at 1222.1 on March 4,

2005, an increase of 9.9% from December 31, 2003 and an increase of 0.8% year-to-date.

The market for thriﬁ stocks has been mixed as well during ‘the ‘past 12 months,
but, in general, thrift issues have paralleled rends in the broader market. Thrift issues _generally
expenenced some selling pressure during the ﬁrst half of March 2004, reflecting proﬁt takmg
and weakness in the broader stock market. Higher interest rates and weakness in the broader
market pressured thrift issues-lower in 1ate-March, which was followed by an upward move in

thrift prices at the close of the first quarter.
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~ Thrifts stocks generally traded lower at fhe start of the second quarter of 2004, as
a strong employment report for March pﬁshed interest rates higher. Higher interest rates and ‘.
inflation worries pressured interest rate sensitive issues lower through most of April, with the
 sell-off s'harperﬁng in early-May following _anothef stroﬁg employment report for‘April. Thrift
stocks recovered modestly in'mid-May as the yield on 10-year Treasury note d'ecl_ined' slightly.

Acquisition 'speculation involving the sale of Waéhington Mutual lifted the thrift sector higher in

late-May.. Thrift stocks generally retreated during the first half of June, as the yield on the 10-

year Treasuryhote moved to a two-year high on inflation concers. Following the sharp sell-off, |
thrift stocks rebounded as a moderate increase in core consumer prices during may and
comments by the Federal Reserve Chairman that inflation does not seem likely to be a serious
‘problem eased fears of a sharp rise in inflation. Acquisition activity helped io boost thrift stocks
‘in late-June, but.the upward trend was - abruptly reversed at the end of June as a signiﬁca.ni
decline in Washington- Mutual’s 2004 earnings guidance pulled the broader thrift sector lower.

Thrift stocks responded favorably to the 25 basis point rate increase implemented
by the Federal Reserve at the close of the 2004 second quarter, as the Federal Reserve indicated
that it would continue to raise the federal funds rate 25 basis pdints at a time. June employmént
data which showed weaker than expected' job growth also provided suppon to thrift stocks in
early-Tuly. For most of July there was little movement in thrift stocks, as second quarter
earrﬁngs were generally in line with expectations. A rally in the broader market in late-July
provided a boost to thrift stocks as well. Thrift issues traded down with the Irest of the market in
early-August, although losses in the thrift sector were mild compared to the sell-off experienced
iﬁ the boarder market as weaker than expected job gfowth for July pushed interest rates lower.
Improved inflation data, Iower interest rates and a rally in the broader stock market combined to
push the thrift sector higher in mid-August. Thrift stocks sustained a positive trend in late-
August, which was fueled vby lower interest rates and strength in the broader stock market. The
upward trend in thrift prices continued through mid-September, as September employment data
matched expectations and inflation remained low. Thrift stocks edged Jower at the close of the

third quarter, which was largely attributable to weakness in the broader stock market.

Thrift issues also rebounded in cbnjunctidn with the broader stock market rally at

the start of the fourth Quarter. After trading in a narrow range into mid-October, thrift stocks
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moved lower on some disappointing third quarter earnings and lower guidance on future

earnings due to margin compression resulting from a flatter yield curve. The rally in the boarder

stock market and the Federal Reserve’s indication that inflation risks were well contained fueled
gains in the thrift sector during the first half of November. Trading activity in thrift stocks was

mixed during late-November, as the rally lost steam on some profit takmg and higher than
- expected inflation data for October Thrift issues followed the broader market higher in early-

December and then declined modestly into a narrow trading range through late-December. The
year end rally in the broader stock market provided a slight boost to thrift prices as well.

The market for thrift stocks was mixed at the start of 2005, but, in general,. thrift
stocks eased lower during January. Fourth Quarter earnings for the thrift sector were generally in
line with expectations, but concerns about highef interest rates and margin compre'ssioh hindered
thrift stocks throughout most of January. Thrift stocks followed the broader market higher in
early_-February, but then eased slightly in mid—February and into early March 2005 on concerns
about higher interest rates. On March 4, 2005, the SNi, Index for all publicly-traded thrifts

| closed at 1,589.6, an increase of 7.2% from December 31, 2003 and a decline of 1.0% for year-

to-date 2005. The SNL MHC Index closed at 2,'904.9 on March 4, 2005, an increase of 0.'5% ,

from one year ago and a decline of 0.8% year-to-date.

B. The New Issue Market

In addition to thrift stock market conditions in general the new 1ssue market for

. convertmg thnﬁs is also an important consideration in determlmng the Company s pro forma

-market value. The new issue market is separate and distinct from the market for seasoned thrift

stocks in that the pricing ratios for converting issues are computed on a pro forma basis,
speciﬁcally' (1) the numerator and denominator are both impacted bif the conversion offering'
amount, unlike ex1st1ng stock issues in which price change affects only the numerator and (2)
the pro forma pricing ratio incorporates assumpt1ons regardmg source and use of proceeds,

effective tax rates, stock plan purchases, etc. which impact pro forma financials, whereas pricing
for existing issues are based on reported financials. The distinction between pricing of
converting and existing issues is perhaps no clearer :than in the case of the price/book ("P/B")

ratio in that the P/B ratio of a converting mutual thrift will result in a discount to book value
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whereas in the curi‘ent market for existing thrifts the P/B ratio often reflects a premium to book

value. Therefore, it is appropriate to also consider the market for new issues, both at the time of

. the conversion and in the aftermarket.

Thrift offerings completed in the most recent three month period have generaily

been well received, with most offerings being oversubscribed. As shown in Table 4.2, one full

conversion and ten mutual holding company offerings were completed during the i)ast three

months. The mutual holding company offerings are considered to be moré relevant for purposes .

~ of our analysis. On a fully-converted basis, the average closing pro forma price/tangible book

ratio of the ten recent MHC oﬂ‘eﬁﬁgs equaled 85.6%. On average, these recent MHC offerings
reflected price appreciation of ll.l%Iaﬁer the first week of trading. However, of the five MHC
transactions closed in 2005, three have traded below their ini'tial' share prices at some point
following the offering and two remained below theij‘ initial prices at March 4, 2005. This data

suggests the potential cooling of interest in MHC offerings on a go-forward basis.

There are no current pricing multiples of recent fully-converted bompanies that
trade on NASDAQ or an Exchange, as the Royal Financial stock is traded on the OTC Bulletin
Board.

C. v The Acquisition Market

Also considered in the valuation was the potential impact on the United Financial

stock price of recently completed and pending acquisitions of other savings institutions operating

in Massachusetts. As shown in Exhibit IV-4, there were ten Massachusetts thrift acquisitions
completed from January 1, 2003 through year-to-date 2005, and there are currently two pending
acquisitions of Massachusetts savings institutions. To the extent that acquisition speculatién’
may impact the Company’s valuétion, we have largely taken this into account in selecting

companies which operate in the MHC form of ownership. Accordingly, the Peer Group

' companies are considered to be subject to the same type of acquisition speculation that may

influence the United Financial trading price.
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In detenﬁinjng our valuation adjustment for marketirig of the issue, we considered
trends in both the overall thrift market, the new issue market including the new issue market for
MHC shares and the local acquisition market for thrift stocks. Taking these factors and trends

into account, RP Financial concluded that no adjustment was appropriate in the valuation -

analysis for purposes of marketing of the issue.

‘8.~ Management

The United Financial management team appears to have experience and expertise in all

of the key areas of the Compé.ny’s operations. Exhibit IV-5 provides summary resumes of the

" United Financial Board of Directors and senior management. The Company has the resources to

~ develop a fairly board manageinent team, giveh its asset size, and management and the Board

have been effective in implementing an operating strategy that can be well managed by the

- - Company’s present organiiational structure. -

Similarly, the returns, capital positions and other _oﬁerati'ng measures of the Peer Group
corhpanies are indicative of well-managed financial institutions, which have Boards and

management teams that have been effective in implementing competitive operating strategies.

‘-Therefore, on balance, we concluded no valuation adjustment relative to the Peer Group was

appropriate for this factor.

-9 Effect of Government Regulation and Regl_l‘latbg Reform

In summa;ry,v as a federally—insured savings bank operating in the MHC form of
oWnership, the Bank will operate in substantially the same regulatory environment as the Peer

Group members -- all of whom are adequately capitalized institutions and are operating with no

- apparent restrictions. Exhibit IV 6 reflects the Bank’s pro forma regulatory capital ratios. There

“was one difference noted between United Financial and one Peer Group company operating

under the FDIC regulatory policy. This difference relates to the trgaﬁnent of dividend waivers
(see the discussion above for "Dividends"). Since this factor was already 'acjcounted for in the
"Dividends" section of this appraisal, no further adjustment has been applied for the effect of

government regulation and regulatory reform.
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Using the per-share and pricing information of the Peer Group on a ﬁJlly-converted basis
accomph'shes a number of objectives. First, such figures eliminate distortions that result when
trying to compare inétitutions that have different public ownership interests outstanding.
Secondly, such an analysis provides ratios that are comparable to the pricing information of
fully—converted public companies, and more importantly, are directly applicable to determining
the pro forma market value range of the 100% ownership interest in United Financial as an
MHC. Lastly, such an analysis allows for consideration of the potential dilutive irnpact of -
dividend waiver policies adopted by the ‘Federal agencies. ’Ihis'technique is validated by the

investment commumty's evaluation of MHC pricing, which also mcorporates the pro forma

_impact of a second-step convers1on based on the current market price.

To calculate the ﬁllly-converted pricing information for MHCs, the reported ﬁnancial

information for the public MHCs must incorporate' the following asstlmptions, based on

completed second step conversions to date: (1) all shares owned by the MHC are assumed to be.
sold at the current trading price in a second step-conversion;_ (2) the gross proceeds from such a

sale were adjusted to reflect reasonable offering expenses and standard stock based benefit plan.

‘parameters that would be factored into a second-step conversion of MHC institutions; (3) net

'proceeds are assumed to be reinvested at market rates on a tax effected basis; and (4) the public

ownership interest is adjusted to reflect the pro forma impact of the waived dividends pursuant to

applicable regulatory policy. Book value per share and earnings per share figures for the public:

' MHCs were adjusted by the impact of the assumed second step-conversion, resulting in an

estimation of book value per share and earnings per share figures on a fully-converted bas1s
Table 4.4 on the following page shows the calculation of per share financial data (fully-
converted basis) for each of the ten public MHC institutions that form the Peer Group.

Valuatlon Approaches Fully- Converted Basis

In applying the accepted valuation methodology promulgated by the OTS and adopted by
the FDIC, i.e., the pro forma market value approach, mcludmg the fully—converted analysis
described above, we considered the three key pricing ratios in valuing the United Financial to-
be-issued stock -- price/earmnings ("P/E"), price/book ("P/B"), and price/assets ("P/A") approaches

- all performed ona pro forma basis including the effects of the stock proceeds. In computing
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the pro forma impact of the conversion and the related pricing ratios, we have incdrporated the

'valu_a'tion parameters disclosed in the United Financial prospectus for the Foundation,

reinvestment rate, effective tax rate and stock benefit plan assumptions (summarized in Exhibits

IV-7 and v-8).. Pursuant to the minority stock offering, .we have also incorporated the valuation

~ parameters disclosed in the United Financial prospectus for offering expenses. The assumptions

utilized in the pro forma analy51s in calculatmg the Company’s full conversion value were

consistent with the assumptions utilized for the minority stock offering, except expenses were

assumed to include the sale of all shares by the marketmg firm.

In our estimate of value, we assessed the relationship of the pro forma pricing ratios -

‘relative to the P_eer Groﬁp, recent conversions and MHC offerings.

RP Financial's valuation placed an emphasis on the following:

- PE Apgroach. The P/E approach is generally the best indicator of long-term value

for a stock. Given the similarities between the Company's and the Peer Group's
earnings composition and overall financial condition, the P/E approach was carefully -
considered in this valuation. At the same time, recognizing that (1) the earnings
multiples will be evaluated on a pro forma fully-converted basis for the Company as

‘well as for the Peer Group; and (2) the Peer Group on average has had the opportunity

to realize the benefit of reinvesting the minority offering proceeds, we also gave
weight to the other valuation approaches.

'P/B Apg- roach. P/B ratios have generally served as a useful benchmark in the -

valuation of thrift stocks, particularly in the context of an initial public offering, as the
earnings approach involves assumptions regarding the use of proceeds. RP Financial
considered the P/B approach to be a valuable indicator of pro forma value, taking into
account the pricing ratios under the P/E and P/A approaches. We have also modified
the P/B approach to exclude the impact of intangible assets (i.e., price/tangible book
value or “P/TB”), in that the investment community frequently makes this adjustment

- in its evaluation of this pricing approach.

P/A Approach. P/A ratios are generally a less reliable indicator of market value, as
investors typically assign less weight to assets and attribute greater weight to book
value and earnings. Furthermore, this approach as set forth in the regulatory
valuation guidelines does not take into account the amount of stock purchases funded
by deposit withdrawals, thus understating the pro forma P/A ratio. At the same time,

- the P/A ratio is an indicator of franchise value, and, in the case of highly capitalized

institutions, high P/A ratios may limit the investment community's willingness to pay
market multiples for earnings or book value when ROE is expected to be low.
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The Company will adopt Statement of Position ("SOP") 93-6, which will cause earnings

per share computations to be based on shares issued and outstanding excluding.umeleased ESOP

shares. For purpoées of preparing the pro forma pricing analyses, we have reflected all shares
issued in the offering, including all ESOP shares, to capture the full dilutive impact, particularly
since the ESOP shares are economically dilutive, receive dividends and can be voted. However, -

we did consider the impact of the adoption of SOP 93-6 in the valuation.

Based on the application of thé three valuation approaches, taking into consideration the
valuation adjustments dis'qussed above, RP-Financial concluded that as of March 4, 2005, the pro |
forma market value of _Urﬁted Financial’s full conversion offering, inclusive of the shares to be
issued to the Foundation, equaled $153,061,220 at the midpoint, equal to 15,306,122 shares at
$10.00 per share. ‘. | ‘

1. Price-to-Eamings ("P/E"). The application of the P/E valuation method
requires calculating the Company’s pro forma market value by applying a valuation P/E-
multiple (fully-converted basis) to the pro forma eamnings base. In applying this
technique, we considered both reported earnings and a recurring earnings base, that is,
earnings adjusted to exclude any one-time non-operating items, plus the estimated after-
tax earnings benefit of the reinvestment of the net proceeds. The Company’s reported
eamnings equaled $5,528,000 for the twelve months ended December 31, 2004. In
- deriving United Financial’s core earnings, the adjustment made to ‘reported earnings
including eliminating net gains on the sale of investments and loans, which equaled
- $81,000 for the twelve months ended December 31, 2004. We also eliminated the charter
conversion expense incurred in 2004. As shown below, on a tax affected basis, assuming
an effective marginal tax rate of 40% for the gains or losses eliminated, the Company’s
core earnings were determined to equal $5,862,000 for the twelve months ended.
December 31, 2004. (Note: see Exhibit IV-9 for the adjustments applied to the Peer
"Group's earnings in the calculation of core earnings). -~ =~ '

Table 4.5 .
United Financial Bancorp, Inc.
Derivation of Estimated Core Net Income

Amount

. ($000)
Net income — Fiscal Year Ended 12/04 " $5,528

Deduct: Gains on sale of investments and loans (1) ' (81)
Addback: non-recurring charter conversion Expenses 415
Estimated core net income $5,862

(1) Tax effected at 40%.
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Based on the Company’svrepor'ted and estimated core earnings, and incorporating”‘the
impact of the pro forma assumptions discussed previously, the Company’s pro forma reported

and core P/E multiples (fully-converted basis) at the $153.1 million midpoint value equaled

n 27.93 times and 26.32 txmes, respectively, which provided for discounts of 2.4% and 10. %

relative to the Peer Group's average reported and core P/E multiples (fully—converted basis) of
28.63 times and 29.47 times, respectlvely (see Table 4. 6) The implied discounts reflected in the

~ Company’s pro forma P/E multlples take into consideration the Company’s pro forma P/B and

P/A ratios.

* On an MHC. reported basis, - the Combany’s reported and core P/E multiples at tﬁe
midpoint vﬁlue of $15_3;1 million and the indicated minority stock offering equaled 28.22 times
and 26.59 tiﬁles, respectively. The Company’s reportéd and core P/E multiples provided for
discounts of 14.1% and 9.2% relative to the Peer Group’s average reported and core P/E
multiples of 32.85 times and 29.29 times, respectively. The Company’é implied MHC pricing

ratios relative to the MHC pricing ratios for the Peer Group are shown in Table 4.7, and the pro

forma calculations are detailed in Exhibits IV-10 and Exhibit IV-11.

2. Pﬁce-to-Book ("P/B"). The application of the P/B valuation method requires

~calculating the Company’s pro forma market value by applying a valuation P/B ratio, as derived

from the Peer Group;s P/B ratio (fully-converted basis), to the United Finaﬁcial pro forma book

value (}fully—converted basis). Based on the $153.1 million midpoint valuation, the United |
- Financial pro forma P/B and P/TB ratios equaled 79.46%. In comparison to the average P/B and

P/TB ratios for the Peer Group of 96.21% and 99.88%, these pro forma ratios reflected a
discount of 17.4% on a P/B basis and a discount of 20.4% on a P/TB basis. RP Financial
consi‘dere'd' the discounts under the P/B approach to be reasonable, in light of the previously
referenced valuation adjustments and the nature of the calculation of the P/B ratio which
mathematically results in a ratio discounted to book value. Moreover, should the offering close
at the supermaximum valuation, the resulting discount under the P/TB approach would narrow to
13.8% and a premium under the core P/E approach would result equal to 18.3%. In light of
recent trends in the new issue market, where most recent offerings have.closed at the super range

maximums and recent aftermarket trades have been relativély muted, we concluded that the
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fesulting discount and premium under the P/TB and core P/E dpproaches were appropriate

~ measures of value should the oﬂ'ering indeed oversubscribe.

-.On an MHC reported basis, the Company’s P/B and P/TB ratios at the $153.1 million
midpoint value and the indicated nﬁnority stock offering equaled 126.20%, respectively. In
_oomparison to the average P/B and P/TB ratios indicated for the Peer Group of 206.89% and
222.85%, respectively, the United Financial ratios were discounted by 39.0% on a P/B basis and
43.4% on a P/TB basis. At the supermaximum valuation of $202.4 million, the Comoa.ny’s P/B
and P/TB ratios on an MHC reported basis equaled 143.89%, respectively. In comparison to the
Peer Group’s ‘average P/B and P/TB fatios, the Company’s P/B and_P/l“B’ratios at the top of the

supermaximum valuation reﬂocted_ discounts of 30.5% and 35.4%, respectively.

3. Price-to-Assets ("P/A"™). The P/A valuation methodology determines market

value by appilying a valuation P/A ratio (fully-converted basis) to the Company’s pro forma asset
base, conservatively assuming no deposit withdrawals are mode to fund stock purchases. In all
~ likelihood there will be deposit withdrawals, which results in understating the pro forfna P/A
ratio which is computed herein. At thebmidpoint of the valuation range, the United Financial full
conversion value equaled 16.96% of p‘ro forma assets. Comparatively, the Peer Group
companies exhibited an average P/A ratio (fully-converted basis) of 23.70%, which imolies a
discount of 28.4% has been applied to the Company’s pro forma P/A ratio (fully-converted

basis).

~ On an MHC reportod basis, the United Financial pro forma‘_P/A ratio at the $153.1
million midpoint value and the minority stock offering equaled 18.42%. In comparison to the
Peer Group's average P/A ratio of 28.26%, the pro forma P/A ratio indicated a discount of -
34.9%. |

Comparison to Recent Offerings |

As indicated at the beginning of this chapter, RP Financial’s analysis of recent conversion
and MHC offering pricing characteristics at closing and in the aftermarket has been limited to a
“technical” analysis and, thus, the pricing characteristics of recent conversion offerings can not

be a primary determinate of value. Particular focus was placed on the P/TB approoch in this
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“analysis, since the P/E multiples do not reflect the actual impact of reinvestment and the source

of the stock proceeds (i.e., external funds vs. deposit withdrawals). The ten recently completed
MHC 6fferings.closed at an average price/tangible book ‘_ratio of 85.6% (fully-converted basis)
and, on average, -appreciatéd 11.1% during the first Week of trading. In comparison; the
Company’s P/TB ratio of 79.46% at the midpoint value reflects an-iinplied discount of 7.2%
relative to the avérage closing P/TB ratio of the recent MHC offerings. At the top of the Super

) range, the Company’ s P/TB ratio of 86.1% reflected an implied premium of 0.6% relative to the

average closing P/TB ratio of the recent MHC offerings. The currei_:lt average fully-converted

P/TB ratio of the five recent MHC offerings which are quoted on NASDAQ), equaled 96.1%,

based on ¢losing market prices as of March 4, 2005. In comparison to the current P/TB ratio of

| these publicly-traded MHC offerings, the Company’s P/TB ratio at the midpoint value reflects an

A implied discount of 17.3% and at the top of the supermaximum valuation the discount narrows to

10.4%.

Valuation Conclusion

Based on the foregoing, it is our opinion that, as of March 4, 2005, the estimated

aggregate pro forma market value of the shares to be issued immediately following the

- conversion, _includi'ng shares issued'publicly as well as to the Foundation and the MHC, equaled

$153,061,220 at the midpoint, equal to 15,306,122 shares offered at a per share value of $10.00.
The valuation conclusion takes into account the dilutive impact of the contribution to the
Foundation, with stock equal to 2.00% of the pro forma shares outstanding and the balance of the ‘

contribution comprised of $150,000 cash.

» Pursuant to conversxon guidelines, the 15% offering range indicates a minimum 1 value of

$13O 102, 040 and a maximum value of $176,020,400.- Based on the $10.00 per share offering

price determined by the Board, thlS valuation range equates to total shares outstandmg of
13,010,204 at the minimum and 17,602,040 at the maximum. In the event the appraised va_.hie is
éubject to an increase, the aggregate pro forma market value may be increased ﬁp to a
supermaximum value of $202,423,470 without a resolicitation. Based on the $10.00 per share
offering price, the supermaximum value would result in total shares outstanding of 20,242,347,

The Board of Directors has established a public offering range such that the public ownership of
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the Company will coﬁstitute a 44.59% ownership interest, excluding the shares iésued to the
- Foundation. Accordingly, the offering to the public of the minority stock will equal $58,012,500
at the mlmmum, $68,250,000 at the midpoint, $78,487,500 at the maximum and $90,260,630 at
the supermaximuin of the valuétion range. Based on the public offering ré.nge and inclusive of
the shares issued to the Fou_hdation, equal to 2% of the total shares to be outstanding, the public
ownership of shares will represent 46.59% of the shares‘ issued throughout the valuation range
The pro forma valuation calculations rel'atiye to the Peer Group (fully-converted basis) are
shown in Table -4.6 aﬁd are detailed in Exhibit IV-7 and Exhi_bit IV-8; the pro forma valﬁaﬁon

~ calculations relative to the Peer Group based on repofted financials are shown in Table 4.7 and
. are detailed in Exhibits IV-10 and IV-11. | |
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EXHIBIT I-1
United Financial Bancorp, Inc.
Map of Office Locations




EXHIBIT I-2
United Financial Bancorp, Inc
Audited Financial Statements
[Incorporated by Reference]




EXHIBITI-3
United Financial Bancorp, Inc.
Key Operating Ratios

At or For the Years Ended December 31,

2004 2003 2002 2001 2000
Selected Financial Ratios and Other Data:
Performance Ratios™: : .
RETUTN Ont AVETAZE ASSELS eevvssererrrencrserecsisinsesesersarosseretsesssesresissins 0.73% 0.86% 0.84% 0.85% 0.74%
RetuTT On 2VErage equity ......vcvvecveecrsemerccesnsens: 9.26 10.72 10.47 10.81 9.67
Average equity to average mterest—eammg assets... 8.18 8.47 8.38 8.27 8.00 .
Equity to total assets at end of period®........ - o B.06 7.74 8.44 7.81 740
Interest rate spread [P 3.06° - 317 3.24 3.11 3.12
Net interest Margin @... ... 3.37 346  3.65 3.67 .. 370
" Average mterest—eammg assets to average interest-bearing '

TEADIHEES . cvsvverreene e et sise e esaii 30, 11642 11677 11602 11526

" Total noninterest expense to average total assets 2.61- 275 277 2.68
Efficiency 1210 @ ..o e s iassene 63.75%  6571%  64.72%  62.90%
Regulatory Capital Ratios"" R :

. Core capital......ceerenesir e eessrectenaashiess 8.11% 7.76% 8.25% 7.80% 7.52%
Tangible capital ... .11 776 8.25 7.80 7.52
Risk-based capital 12.76% 13.43% 13.40% 12.75% 12.31%
Asset Quality Ratios™: :

Non-performing assets as a percent of total assetsm....................; 0.49% 025% 017%  0.23% 0.58%

.. Non-performing loans as a percent of total loans®.... 0.66 0.36 021 0.29 0.73
Allowance for loan losses as a percent of total loans 1.00 1.01 1.05 1.03 1.04
Allowance for loan losses as a percent of non-performing :

10208® oo U SOOI 151.96% 279.03% 507.63% 358.04%  142.66%
Number of full service customer facllities...........coccocrvevrcvnnnnn. 1 11 11 10 10

(1) The allowance for loan losses at December 31, 2004, 2003, 2002, 2001 and 2000 was $5 8 million, $5.1 million, 35. 0 million, $4 7 million
and $4.5 million; respectively.

(2) Non-performing assets consist of non-performing loans and foreclosed real estate owned (“REQ”). Non-performing loans consist of non-
accrual and accruing loans 90 days or more overdue, while REO consists of real estate acquired through foreclosure and real estate acquired
by acceptance of a deed-in-lieu of foreclosure.

(3) Asset Quality Ratios and Regulatory Capital Ratios and the “equity to total assets” ratlo are end of period muos With the exception of end
of period ratios, all ratios are based on average monthly balances during the indicated periods and are annualized where appropriate.

(4) The interest rate spread represents the difference between weighted-average yield on mterest-eammg assets and the weighted-average cost

‘ of interest-bearing liabilities.
(5) The net interest margin represents net interest income as a percent of average mterest—eammg assets.
(6) The efficiency ratio represents non-interest expense divided by the sum of net interest income and non-interest income.’

Source: United Financial Bancorp, Inc.’s prospectus.
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Investment securities available-for-sale:
U.S. Government and federal agency

- obligations

Mortgage-backed securities........cooeurruren

Corporate debt obligations..

Mutual funds .........
Equity securities.............
Total available-for-sale .........ccoureevernnes

Investment securities held-to-maturity:
- Industrial revenue bonds..........ccovvverenennee
Municipal bonds............. .
Total held-to-maturity

Source: United Financial Bancorp, Inc.’s prospectus.

EXHIBIT I-4
United Financial Bancorp, Inc. -

TInvestment Portfolio Composition

At December 31,
_ 2004 2003 2002
Amortized Amortized : "Amortized ©~ -
Cost Fair Value Cost Fair Value Cost Falr Value
(In thousands)
$ 35415 § 35085 § 56,526 $ 56462 § 22165 § 22,271
102,209 101,679 124,660 123,773 59,574 60,889
15,094 15,291 15,764 16,337 13,163 13,718
— — - — 124 124
293 : 275 394 393 493 503
§ 153010 §_ 1523290 3 197344 §_ 196965 $ 95519 § _97.505
$ 1421 § 1421 § 1,498 8 1498 § 524 8 524
1,078 1,077 677 6717 213 210
§ 2499 § 2498 § _ 2175 § h 737§ 734

2.175



. EXHIBIT I-5
A4 ‘ | United Financial Bancorp, Inc.

Yields and Costs
At
December )
31, Years Ended December 31,
2004 2004 2003 2002
Interest. Interest ) Interest
Yield/ Average and Yield/ Average and Yield/ Average .and Yield/
Cost Balance  Dividends Cost Balance:  Dividends - Cost Balance  Dividends Cost
(Dollars in thousands) '
Interest-earning assets: : - - .

. Loans ..ceeinenas arsenesssssiteeiron 567%  $538,571°  §$ 29,945 5.56% $487,57%  $ 29,093 597%  $468,076  $ 31,504 6.73%
Investment securities................ 4.00 179,036 6,582 3.68 141,554 4,716 333 . 93,570 4,242 4.53
Other interest-earning assets .... 2.57 14,784 268 1.82 21,881 318 145 30920 ° 599 1.94.

Total interest-earning - : : :
- 2SSE1S.ccrirennnannes eveersaaes 5.20 732,371 36,795 5.02 651,015 34,127 . 524 592,567 36,345 6.13
Noninterest-earning assets........ . 27,040 31,188 ‘ 25,024 .
Total assets ......cceerrerrernnnnn $759.410 £682.202 $617.591
Interest-bearing liabilities: . ' . C
Savings 2cCOUNtS......cverrericecnnns 0.64 $ 93,900 596 0.63 $ 85,570 737 0.86 $ 72,339 1,285 1.78
Money market/ NOW . )
ACCOUNTS..cuvevrermemmmnirrrnsrenons -1.20 . 187,664 1,900 1.01 186,118 1,939 1.04 - 170,789 3,356 1.96
Certificates of deposit .............. 272 245395 6.496 2.65 223463 6,581 2.95 219,320 7766 ___3.54
......................... 181 526,959 8,992 1.71 495,151 - 9,257 1.87 462,448 12,407 2.68
' adVances.........c.c.oecvenns 3,53 85413 2,960 347 . 57,675 2,151 3.73 39,915 2,135 535
Gl interest-bearing : . .
liabilities.......... et 2.70 6,732 196 291 6.363 175 2.75 5,081 161 317
Total interest-bearing : ‘ _ :
liabilities ........c...coinnnnins 2.05 619,104 12,148 1.95 559,189 11,583 2.07 - 507,444 14,703 2.90
Noninterest-bearing = _ »
Habilities....coeverirereerreiennnae ; 80,525 _ 67,973 o 60,576
Total liabilities..........c.c...... 699,629 ) 627,162 : "~ 568,020
Stockholder’s equity ................ 59,781 55,040 49,571
Total liabilities and ) )
retained eamings............. $759410 $682.202 $617.591
Net interest income.......c..o.... 8 24,647 - § 22,544 . $21.642
Interest rate spread® ............... . 3.14% : 3.06% : 3.17% 3.24%
Net interest-earning assets®..... $.113.267 : $91.826 $.85.123
Net interest margin®................ 3.48% 3.37% © 3.46% 3.65%
Average interest-eamning :
assets to average interest- .
bearing liabilities ................. 118.62% } 118.30% ‘ 116.42% - 16.77%

(1) Netinterest rate spread represents the difference between the yield on average interest-earning assets and the cost of average interest-
bearing liabilities. N : :

(2). Netinterest-earning assets represents total interest-earning-assets less total interest-bearing liabilities.

(3) Netinterest margin represents net interest income divided by average total interest-eaming assets.

Source: United Financial Bancorp, Inc.’s prospectus.




. | ‘ i EXHIBIT -6
| , ' United Financial Bancorp, Inc.

Loan Loss Allowance Activity

At or For the Years Ended December 31,

2004 2003 2002 2001 2000
‘ ) (Dellars in thousands)
Balance at beginning of period.............. § 5095 $ 4924 $ 4701  $_4.521 - § 4113
Charge-offs: : . :

_ Residential mortgages(1)........... - —_ — 11 16 32
Commercial mortgages...... — - 46 160 - 18
Construction ........... I — —_— — — —_
Commercial and industrial............ 502 116 144 225 81
Automobile......ccreererenss 46 44 - 59 36 30

"-Other consumer ..... 11 2 6 13 33

Total charge-offs ...iv.oerernicrrrernesn 559 162 266 450 194
Recoveries:
Residential mortgages(l).............. — —_ 1. — 7
Commercial mortgages...... 175 24 3 — 25
_ Construction ........ccceeuens - — — — — —
Commercial and industrial 32 5 54 - 7 15
Automobile.....ceeerinee 21 — 15 2 12
: Other consumer ..... , 3 10 18 7 8
. Total recoveries......ccocorverrnnrennnnes 231 39 91 16 67
- Net (charge-~offs) recoveries .. (328) (123) - (175) (434) (127)
Provision for loan losses...........ccoveenene 983 294 398 614 535
Balance at end of year ........coovvviennnnn § 5750 §_5095 § 4924 $_470] § 4521
Ratios: :
Met charge-offs to average loans
OULSANING.-eevevveecreseres e reaes 0.06% 0.03% 0.04% 0.10% 0.03%
Allowance for loan losses to non-
performing loans at end of peried..... 151.96% 279.03 507.63 358.04 142.66
Allowance for Joan losses to”
total loans at end of period................ 1.00% 1.02 1.05 1.03- 1.04

- (1) Includes one- to four-family loans and home equity loans and lines of credit.

Source: United Financial Bancorp, Inc.’s prospectus.
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EXHIBIT -7
United Financial Bancorp, Inc.
NPV Table

NPV as a Percentage of

Change in Estimated Increase Present Value of l;:iit:a(s?
Interest Rates ~  Estimated (Decrease) in NPV NPV Ratio (Decrease) -
(basis points) (1) NPV(2) = Amount Percent @) (basis points)
(Dollars in thousands) : '

+300 $ 55911 $ (32,300) 3% 7.40% (361)
+200 67,328 - '(20,883) (29 : 8.73 . ' (228)
+100 78,545 (9,666) 1 ‘ 9.99 (103)

0o 88,211 - — — 11.02 ' —

-100 92,231 4,020 5 T 1139 37

Assumes an instantaneous uniform change in interest rates at all maturities.

NPV is the discounted present value of expected cash flows from assets, liabilities and off-balance sheet contracts.
Present value of assets représents the discounted present value of incoming cash flows on mterest-eammg assets.
NPV Ratio represents NPV dwxded by the present value of assets.

Source: United Financial Bancorp, Inc.’s prospectus.



SR EXHIBIT I-8

‘United Financial Bancorp, Inc. _
Fixed Rate and Adjustable Rate Loans

Due After December 31, 2005

Fixed . Adjustable Total
(In thousands)

- Residential real estate(1) $ 238845 $ 78,268 $ 317,713
* Conmercial Teal StALE ...........creerrrrrerrersereeerereessessmreones 52,463 78,457 130,920
CORSTUCHON cvvvvvrsens ) 12,806 2,532 15338
Commercial and industrial ........ccococceneeernennns 11,241 13,710 24,951
Consumer and other ........ viresenseiee st ressas s e s Ersaer s srnees 12,015 — 12,015
TOtal J08DS ....ocrcvvrocsesssens s s 8 327370 § 172,967 * § 500337

(1) Includes one-to four-family loans and home equity loans and lines of credit.

‘Source: United Financial Bancofp, Inc.’s prospectus.
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EXHIBIT I-11
United Financial Bancorp, Inc.

Loan Originations, Purchases and Sales

Years Ended December 31,
2004 2003 2002
(In thousands)
Total loans at beginning of period............... 3 501,321 3 467504 8§ 454683
Loan originations:
Residential(1) ..ccveereneeiinneesisiseninrenes : 107,844 141,425 133,026
Commercial mortgage. . 55,553 24,108 32,446
ConSruction .......ccceervenne 51,841 48,185 31,025
Comumercial and industrial... 67,087 56,519 55,318
Automobile........lewiieinnne 8,606 8,942 13,560
Other consumer ............... 1314 1.800 1.804
Total loans originated 292245 280,979 267.179
Sales and loan principal repayments:
Deduct:
Principal repayments ............... erearnarennns : 214,713 236,337 220,840
Loan sales.....ceveeumnnas , . 5218 . 10,611 33,868
Decrease (increase) due to other items ... (434) - 214 (350)
Net1oan activity ....ccounerneerriesnnecnrenieniaineens 72,749 33.817 12,821
-Total loans at end of period $ 574070 - § 501,321 3 467.504

(1) Includes one-to four-family Joans and home equity loans and lines of credit.

Source: United Financial Bancorp, Inc.’s prospectus.
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EXHIBITI-12
United Financial Bancorp, Inc.
Non-Performing Assets

: At December 31,
-2004 2003 2002 2001 2000
o : ' (Dollars in thousands) -
Non-accrual loans: :

Residential mortgages(1).......cocvcrmviniienninciins $ 1,383 $ 772 $ 132 3 25 $ 246

Commercial mortgages.... 1,376 455 . 363 631 2,204

Construction rrerrtern et s sarenres _— ) - _ - —_

Commercial and industrial................. . - 1,025 - 599 A75 100 " 441

Automobile........ reerireresseannne — — —_ — 8

Other consumer ........o.ee.enee — — — — —

Total non-accrual loans ... releentiesnnens $ 3784 $ _1.826 $ 970 $ 7156 $__ 2899
Accruing loans 90 days or more past due: .

Residential mortgages(1).......cevevernirrcasmrensnosins 3 — $ - $ - 8 68 $ 110

Commercial OTEAges............. breverenns peeererereanene — - - 463 160 -

Construction.... : e — . —_ L - ) — —_

Commercial and industrial — = — 25 —

Automobile..... . : — — —_ 1 —

Other CONSUMET .......covumerverrnne e — — — — : —

. Total loans 90 days or more past due............. b — $ — b — $ 557 3 270
Total non-performing 10ans......c..ecverrererireresennnees - 3,784 $ 1326 & 970 1,313 3,169
Real estate OWned......ccivimrnrereniecirenineesesannienas ’ — 39 . 66 45 —_
Other non-performing assets ......cooovevevemenes — — : — — —_—

_ Total non-performing assets... § 3784 3 1865 § 1036 $ 1358 3 3169
Ratios: '

Total non-performing loans to total loans........... 0.66% 0.36% 0.21%. 0.29% 0.73%

Total non-performing loans to total assets ......... 0.49 025 0.16 022 0.58

Total non-performing assets to total assets ........ 0.49 025 0.17 . 023 0.58

(1) Includes one-to four-family loans and home equity loans and lines of credit.

Source: United Financial Bancorp, Inc.’s prospectus. -



Deposit type:

Non-interest bearing demand

’t.

Source: United Financial Bancorp, Inc.’s prospectus.

, EXHIBIT I-13
United Financial Bancorp, Inc.

Deposit Composition

At December 31,

2004 2003 2002

: Weighted Weighted Weighted

Average Average Average
Balance ~ Percent Rate Balance Percent Rate Balance Percent Rate

(Dollars in thousands)

$ 99,856 16.27% —% $ 86,834 14.60% —% $ 75831 14.21% —%

26,853 4,38 0.25 24,853 4.18 0.25 23,543 441 025
139,754 ° 22.77 1.48 141,374 23.77 1.12 140,447 26.32 1.51
94,040 15.33 0.65 88,344 14.85 - 0.64 77,742 14.57 124
© 48,496 . 190 21 48,942 8.23 2.93 45,630 855 355
204,673 33.35 2.70 204402 - _ 34.37 © 266 170.511 31.95 3.15

§ 613672 _100.00% 1.57% 3594748 _100.00% 1.53%  §_533704 _100.00% 1.91%



EXHIBIT I-14
United Financial Bancorp, Inc. .
CD Portfolio Rate and Maturity Schedule

: Percentage
Overone  Overtwo Over three Over four , ' of total -
One year or year to two years to years to four  years to five certificate
less years three years years years Total accounts
Interest Rate . : .
Less than 2%......... $ 69,408 § 8,780 §% o120 8 3 % - — 3 78,312 . 31.16%
2.00% - 2.99%....... 89,705 . 9,033 1,977 761 . — 101,476 40.38
3.00% - 3.9%%....... 3,459 384 2,005 12,977 10,610 . 29,436 1.7
- 4.00% - 4.99%....... 497 6,769 13,948 413 1,250 22,378 . 9.10
© 5.00% - 5.99%....... 92 — - 19,099 —. — 19,192 7.64
6.00% - 6.99%....... : — — — — : R — —

g T $ 163162 § 24966 § 37050 $ 14154 $ _ 11861 §_ 251293 __ 100.00%

. Source: United Financial Bancorp, Inc.’s prospectus.
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‘Average balance during period.
Maximum outstanding at any month end

Balance at end of period

Average interest rate during period

EXHIBIT I-15
United Financial Bancorp, Inc.
Borrowing Activity

At or For the Years Ended December 31,

2004 2003 2002
(Dollars in thousands)
$ 86,694 . $ 76,820 $ 29,889
................. $ 85,413 $ 57,675 $ 39,915
............ 3 99,699 3 77,972 b3 48,944
Weighted average interest rate at end of period... 3.53% 337% 4.74%
....... 347% 3.73% 5.35%

Source: United Financial Bancorp, Inc.’s prospectus.



~ EXHIBIT II-1
Description of Office Facilities

Leased or Year Acquired Net Book Value

Location " . Owned - or Leased Square Footage  of Real Property
. S (In thousands)

Main Office: A

- 95 Elm Street : _ Owned 1999 46,147 1,724
West Springfield, MA 01089
Full Service Branches: o ' '
115 State Street Leased 0)) . - 2,028 . —
Springfield, MA 01103 :
1077 St. James Avenue Owned 2003 8,354 915
Springfield, MA 01104 _ .

~ 459 Main Street © Leased ) 2,000 C—
Indian Orchard, MA 01151 : '
528-530 Center Street © Owned 2002 - 3,000 1,098
Ludlow, MA 01056 : : , :
1930 Wilbraham Road Owned 2001 - 2,304 803
Springfield, MA 01129

: 670 Bliss Road ~ Leased 3 1,652 - - 30
.; " Longmeadow, MA 01106 '

1325 Springfield Street Leased @ 2,400 » 8
Feeding Hills, MA 01030 ’ ’
10 Elm Street Owned 1981 8,500 : 145
“‘Westfield, MA 01085
14 Russell Road Owned : 2001 ~.720 160
Huntington, MA 01050 ‘ ‘
1830 Northampton Street Owned 1994 6,409 667
Holyoke, MA 01040

~ Other: _ :
333 Elm Street Leased . () : 615 —
West Springfield, MA 01089
33 Westfield Street Owned (6) 1,720 1,161

West Springfield, MA 01089

(1) United Bank has a lease for a five year period expiring in June 2005 with a renewal option for five additional years.
(2) United Bank has a lease for a five year period expiring in May 2008 with two five-year renewal options.
(3) United Bank has a lease for a five year period expiring in September 2006 with a renewal option for five additional
, years. '
(4) United Bank has a lease for a five year period expiring in September 2005 with two five-year renewal options.
" (5) United Bank has a lease on a month-to-month basis. This office is a drive-up facility only.
7 (6) This financial services facility offers insurance and investment products and financial planning services.

Soutce: United Financial Bancorp, Inc.’s prospectus.




Exhibit lI-2
Historical Interest Rates(1)

Prime 90 Day One Year 10 Year

‘ Year/Qfr. Ended Rate T-Bill T-Bill T-Bond
1997: Quarter 1 850%  5.35% . 8.02% 6.92%
- Quarter2 . 8.50% 5.25% 5.67% 6.51%
Quarter 3 850%  5.06% 5.47% 6.12% -
Quarter 4 8.50% 5.36% 5.51% 5.75%
1998: Quarter 1 . 850% 5.16% 5.41% 5.67%
" Quarter2 8.50% 510% - 5.38% - 5.44%
Quarter 3 8.25% 437% 4.41% 4.44%
"Quarter 4 7.75% 4.48% 4.53% 4.65%
1999: Quarter 1 7.75% 4.49% 4.72% 5.25%
Quarter 2 . 7.75% 478% 5.07% - 5.81%
Quarter 3 ‘ 8.25% 4.88% . 5.22% 5.90%
Quarter 4 850% 5.33% 5.98% 6.45%
2000: Quarter1 9.00% 5.88% 6.28% 6.03%
Quarter2 - . 9.50% 5.88% 6.08% 6.03%
Quarter3 950% 6.23% 6.07% . 5.80%
Quarter 4 . 950% - 5.89% ' 5.32% 5.12%
200%: Quarter 1  8.00% 4.30% 4.09% 4.93%
" Quarter 2 6.75% . 3.85% - 3.72% 5.42%
Quarter3 = 6.00% 2.40% 2.49% | 4:60%
Quarter 4 4T5% 1.74% 247%  5.07%
2002 Quarter 1 - 4.75% 1.79% 2.70% 5.42%
Quarter 2 © A475% 1.70% . 2.06% 4.86%
Quarter 3 4.75% 1.57% 153%  3.63%
Quarter 4 4.25% 1.22% 1.32% 3.83%
'2003: Quarter 1 ©4.25% 1.14% 1.19% - 3.83%
Quarter 2 4.00% 0.90% - 1.09% 3.54%
Quarter 3 4.00% 1 0.95% 1.15% 3.96%
Quarter 4 4.00% 0.95% 1.26% 4.27%
2004: Quarter 1 - 4.00% 095% 1.20% 3.86%
Quarter 2 4.00% 1.33% 2.09% 4.62%
Quarter3 4.75% 1.70% 2.16% 4.12%
Quarter 4 5.25% 2.22% 2.75% 4.24%

2005: o :
As'of March 4, 2005 5.50% 2.75% 3.23% ©4.38%

(1) End of period data.

Sources: Federal Reserve.



. EXHIBIT O-3
Demographic Data in the Primary Market Area




, ‘e; Claritas

. Total Population:

- 0-14 Age Group (%):
15-34 Age Group (%):
35-54 Age Group (%):
55+ Age Group (%):

Total Households:

* $0-24K Households (%):
$25-50K Households (%):
$50K+ Households (%):

Average Household income:

Median Household Income:
Per Capita Income:

.[:

N

Base

2000
281,421,808
21

28

29

21

105,480,101
20
29
42

56,644
42,729
21,587

Current

2004
292,936,668
21

28 -
29
- 22

109,949,228
- 26

28

46

63,301
46,475
24,092

Projected
2009
307,115,866
20

27

29

24

115,473,567 .

23
26
.51

71,731
51,597
27,309

% Change
2000-2004
4.09
.0.87
2.96
3.87

919"

4.24
-5.71
-1.77
15.09

11.75
8.77
11.60

% Change
2004-2009
4.84

1.19

3.67

3.08

12.07

5.02

-7.50
144
15.88

13.32
11.02
13.35

Source: SNL Financial, Charlottesville, VA

Page 1
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ie: Claritas

Total Population:
0-14 Age Group (%):
15-34 Age Group (%)
35-54 Age Group (%):
-55+ Age Group (%):

Total Households:
$0-24K Households (%):
$25-50K Househoids (%):
$50K+ Households (%):

Average Household Income:

Median Household income:
Per Capita Income:

Base
2000
6,340,097
20

28

31

22

2,443,580
25

25

51

66,365 ‘

50,707

25,952

Current

2004
6,447,064

19
27
31

23

2,495437

22
22
85

76,076
57,033
29,837

Projected
2009
6,544,591
© 18

27

30

25

2,551,082
19
20

88,015

64,912
34,701

% Change
2000-2004
1.54

4.44

0.00

276

714

212

-7.54

-7.81
11.61

14.63
12.48
14.97

% Change

2004-2009

1.51
-2.32
0.16
-0.14
8.32

2.23
-10.85
-7.47
11.43

15.69
13.81
16.30

Source: SNL Financial, Charlottesville, VA

02/20/2005



Total Poputation:
0-14 Age Group (%):

" 15-34 Age Group (%):
35-54 Age Group (%):
55+ Age Group (%):

Total Households:
$0-24K Households (%):
$25-50K Households (%}):
. $50K+ Households (%):

Average Household income:

-Median Household Income:
Per Capita Income:

Base

2000

456,228
22

26 .

29
23

175,288
32
28
39

49,777
39,914
19,541

Current
2004
460,013
: 20
27

29

24

177,971
30
27
43

55,067
42,946
21,661

Projected
2009
462,969

- 19

26

29

25

180,658
27
25
47

61,822
47,418
24,471

% Change

- 2000-2004
0.83
-6.17
2.66
1.46
4.50

1.53
-5.72
-3.75
11.04

- 10.63

7.60 -

10.85

% Change

2004-2009

0.64
-2.98
-0.64

- -1.00

7.14

1.51
-8.34
426
12.01

12.27

10.41
12.97

Source: SNL Financial, Charlottesville, VA

Page 1 ‘

102/20/2005




.e: Claritas

Base : Current Projected % Change % Change

_ 2000 2004 2009 2000-2004 2004-2009
Total Population: 152,251 154,291 156,242 1.34 .1.26
0-14 Age Group (%): _ 16 ‘ 14 14 -7.89 271
15-34 Age Group (%): B 35 34 0.40 . -0.50
35-54 Age Group (%): 30 30 _ 29 ' 1.39 . 0.08
55+ Age Group (%): 20 : 21 23 1040 8.43
Total Households: - 55,991 57,739 59,729 312 345
'$0-24K Households (%): 25 23 20 -7.07 . -9.50
$25-50K Households (%): 29 C 26 24 -5.36 N -4.44
$50K+ Households (%): - 46 51 56 14.18 13.32
Average Household Income: 56,996 63,980 73,111 12.25 - 14.27
Median Household Income: . 46,290 51,048 57,388 10.28 12.42

Per Capita Income: ' 21,685 24,655 28,633 . 13.70 1843

Source: SNL Financial, Charlottesville, VA o Page 1 02/20/2005
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EXHIBIT I1-4

~ Economic Trends in the Primary Market Area




Massacﬁusetts state total ([25000]
Item
: ' Place of residence profile
. Personél income (thousands of dollars)
V -Derivation of personal incohe

Net earnings 1/
Personal current transfer receipts

REGIONAL ECONOMIC PROFILE

2002

250,993,700

173,362,910
33,634,756

Income maintenance 2/ 2,396,001
Unenmployment insurance benefit. payments 2,535,690
Retirement and other ’ 28,703,065
Dividends, interest, and rent . 43,996,034
Population (persons) 3/ 6,421,800
Per capita incomes (dollars) 4/
Per capita personal income - 39,085
Per capita net earnings 26,996
Per capita personal current transfer recelpts 5,238
Per capita income maintenance 373
Per capita unemployment insurance benefits 395
Per capita retirement and other 4,470
Per capita dividends, interest, and rent 6,851
Place of work profile
Earnings by place of work. ($000) 199,297,048
Wage and salary disbursements 149,877,422
Supplements to wages and salaries . 28,785,869
Employer contrib. for employee pens.& insur. funds 18,439,957
Employer contrib. for government social insurance 10,345,912
Proprietors’ income 20,633,757
Nonfarm proprietors' income 20,638,704
Farm proprietors' income -4,947
Total full-time and part-time employment 4,092,192
Wage and salary jobs 3,416,774
Number of proprietors 675,418
‘Number of nonfarm proprietors 5/ 669,752
Number of farm proprietors 5,666
. ’ . Average earnings per job (dollars) 48,702
[ d N Average wage and salary disbursements 43,865
L : Average nonfarm proprietors’' income 30,815
See footnotes at end of table.
Table CA30

May 2004

REGIONAL ECONOMIC INFORMATI:

BUREAU .OF ECONOMIC




. : REGIONAL ECONOMIC PROFILE
Hampden, Massachusetts [25013)

Ttem : : 1998 1938 - 2000 2001

Place of residence profile

Personal income "(thousands of dollars) 11,355,801 11,753,716 12,569,257 13,017,421

Derivation of personal income‘

Net earnings 1/ 7,085,155 7,468,320 7,959,751 8,233,946

Personal current transfer receipts : 2,413,223 2,496,617 2,649,708 2,891,820
Income maintenance 2/ : 260,257 269,071 277,964 289,970
Unemployment insurance benefit payments 58,365 63,493 62,460 97,031
Retirement and other : 2,094,601 2,164,053 2,309,284 2,504,819

Dividends, interest, and rent 1,857,423 1,788,779 1,959,798 1,891,655

Population (bersons) 3/ 454,758 - 455,391 456,487 | 456,669

‘Per capita incomes {(dollars) 4/

Per capita personal income ’ - ] 24,971 25,810 . 27,535 28,505
Per capita net earnings 15,580 16,400 17,437 168,030
Per capita personal current transfer receipts 5,307 5,482 5,805 . 6,332
Per capita income maintenance - - 572 - - 591 609 635
Per capita unemployment insurance benefits ‘ 128 139 137 212
Per capita retirement and other 4,606 4,752 5,059 5,485
Per capita dividends, interest, and rent - 4,084 3,928 . 4,293 4,142

Place af work profile

Earnings by place of work ($000) 7,963,818 8,356,981 8,922,243 9,250,111
Wage and salary disbursements 6,122,596 6,454,006 6,908,530 7,161,018

. Supplements to wages and salaries . 1,230,190 1,299,413 1,396,466 1,428,131
' Employer contrib. for employee pens.& insur. funds 813,178 864,587 934, 441 951,622
‘Employer contrib. for government social insurance 417,012 434,826 462,025 476,509
Proprietors' income 611,032 603,562 617,247 660,962
Nonfarm proprietors' income 610,053 602,487 616,470 661,947
Farm proprietors' income - 979 1,075 777 -985
Total full-time and part-time employment 239,939 244,274 250,611 251,930
Wage and salary jobs ’ 208,769 212,372 217,478 217,699
Number of proprietors . 31,170 31,902 33,133 34,231

. Number of nonfarm proprietors 5/ 30,743 31,470 32,700 33,809
Number of farm proprietors ' 427 - 432 433 422
Average earnings per job (dollars) 33,191 34,212 35,602 36,717
Average wage and salary disbursements 29,327 30,390 31,767 32,894

Average nonfarm proprietors' income ' 19,844 19,145 18,852 19,579

See footnotes at end of table. ' REGIONAL ECONOMIC INFORMAT
Table. CA30 May 2004 BURERUD OF ECONOMIt




REGIONAL ECONOMIC PROFILE
Hampshire, Massachusetts {25015)

. Item _ 1998 1999 2000 2001 2002

" Place of residence profile

Personal income (thousands of doliars) 3,789,750 3,864,311 4,174,408 4,302,359 4,461,057
Derivation of personal income . . .
Net earnings 1/ . 2,623,312 2,689,103 2,905,398 2,968,876 3,072,950
Personal current transfer receipts. ) 423,965 437,350 463,084 506,489 554,763
Income maintenance 2/ o ) 25,429 - 26,105 26,569 27,717 30,327
Unemployment insurance benefit payments - 15,035 15,825 14,8655 22,590 38,937
Retirement and other 383,501 395,420 421,840 456,182 485,499
Dividends, interest, and rent 742,473 737,858 . 805,946 B26,994 833,344
Population (persons). 3/ 151,051 151,756 152,462 152,011 153,692

Per capita incomes (dollars) 4/

Per capita personal income . 25,089 25,464 27,380 28,303 29,026
Per capita net earnings 17,367 17,720 19,057 19,531 19,994
Per capita personal current transfer receipts 2,807 2,882 3,037 3,332 3,610
Per capita income maintenance ) 168 172 174 : 182 197
Per capita unemployment insurance benefits 100 104 96 149 - 253
Per capita retirement and other . 2,53% - 2,606 2,767 3,001 3,159
Per capita dividends, interest, and rent 4,915 4,862 5,286 5,440 5,422

Place of work profile

Earnings by place of work ($000) 2,229,114 2,271,702 2,396,703 2,454,310 2,581,266
Wage and salary disbursements 1,628,209 1,696,399 1,764,665 1,841,871 1,939,351
Supplements to wages and salaries 315,890 328,042 344,290 350,111 371,351
Employer contrib. for employee pens.& insur. funds 220,861 231,550 243,685 244,878 261,447
Employer contrib. for government social insurance’ 95,029 96,492 ‘100,605 . 105,233 109,904
Proprietors' income ' 285,015 247,261 287,748 262,328 270,564
Nonfarm proprietors' income 281,025 242,920 279,766 299,017 268,519
Farm proprietors’' income ' . 3,990 4,341 7,982 3,311 . 2,045
Total full-time and part-time. employment . 78,480 79,610 80,554 - 83,164 83,427
-Wage ‘and salary jobs 62,774 64,115 64,521 65,142 64,673
Number of proprietors ' 15,706 15,495 16,033 18,022 18,754
/ Number of nonfarm proprietors 5/ 15,116 = 14,899 15,435 17,438 18,170
1§ ! Number of farm proprietors 580 596 598 584 584
Average earnings per job (dollars) © 28,404 28,535 29,753 29,512 30,940
Average wage and salary disbursements 25,938 26,459 27,350 28,275 29,987
Average nonfarm proprietors' income : 18,591 16,304 - 18,125 14,854 14,778
See footnotes at end of table. REGIONAL ECONOMIC INFORMATION SYS'
Table CA30 ) May 2004 : BUREAU. OF ECONOMIC ANALY:
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Footnotes for Table CA30
Regional Ecbnomic Profiles

1/

2/

3/
a/

5/
6/

1/

8/

9/

10/

Total earnings less contrlbutlons for government soczal insurance
adjusted to place of residence.

Consists largely of supplemental security income payments, family
assistance, general assistance payments, food stamp payments, and
other assistance payments, including emergency assistance.

Census Bureau midyear population estimates. Estimates for
2000-2002 reflect county population estimates available as of
April 2004.

Type of income divided by population yields a per capita measure
for that type-of income.

Excludes limited partners.

Cibola, NM was separated from Valencia in June 1981, but ih these
estimates Valencia includes Cibola through the end of 1981,

La Paz County, AZ was separated from Yuma County on January 1,
1983. The Yuma, AZ MSA contains the area that became La Paz
County, AZ through 1982 and excludes it beginning with 1983.

Estimates for 1979 forward reflect Alaska Census Areas as defined
by the Census Bureau; those for prior years reflect Alaska Census
Divisions as defined in the 1970 Decennial Census.. Estimates from

. 1988 forward separate Aleutian Islands Census Area into Aleutians

East Borough and Aleutians West Census Area. Estimates for 1991
forward separate Denali Borough from Yukon-Koyukuk Census Area
and Lake and Peninsula Borough from Dillingham Census Area.
Estimates from 1993 forward separate Skagway-Yakutat-Angoon
Census Area into Skagway-Hoonah-Angoon Census Area and Yakutat
Borough.

Shawano, WI and Menomlnee, WI are comblned as Shawano (anl
Menominee), WI for the years prior to 1983.

‘Broomfield County, CO, was created from parts of Adams, Boulder,:

Jefferson, and Weld counties effective November 15, 2001.

. Estimates for Broomfield county begin with 2002.

o Aall state and local area dollar estimates are in current dollars

(L)

(N)

(not adjusted for inflation).

Less than $50,000 or less than 10 jobs, as appropriate, but the
estimates for this item are included in the totals.

Data not available for this'year.




FULL-TIME AND PART-TIME EMPLOYMENT BY SIC INDUSTRY 1/
©°  (number Of jobs)
Massachusetts state total (25000]

Item - 1996 1997 1998 1999 2000
Employment by place of work : ' ' ‘
Total full-time and part-time employment : 3,744,074 3,832,709 3,917,356 3,988,554 4,096,551
By type ) ‘ :

Wage and salary employment 3,184,837 3,260,546 3,339,227 3,405,839 3,450,278
Proprietors employment : 559,237 572,163 578,128 582,715 606,273
Farm proprietors employment - 5,592 5,636 5,725 - 5,788 5,804

. . Nonfarm proprietors employment 2/ ' 553, 645 566,527 572,404 576,927 600,469

,By industry

Farm employment ‘ : 10,870 10,650 10,648 10,682 10,920

Nonfarm employment 3,733,204 3,822,05% 3,906,708 3,977,872 4,085,631
Private employment - 3,301,913 3,387,940 3,466,717 3,530,461 3,631,015 .

Agricultural services, forestry, fishing & other 3/ 34,655 35,953 35,931 39,018 40,552
Mining ' 2,115 2,261 2,301 - 2,429 2,338
Construction : o 164,128 . 173,354 182,382 194,570 204,504
Manufacturing 460,928. 462,112 462,013 446,202 449,860
Transportation and public utilities . 149,870 153,253 157,761 159,967 164,391
.Wholesale trade o 177,937 181,411 186,944 188,538 189,576
Retail trade 597,558 606,836 614,043 629,070 638,330
Finance, insurance, and real estate 303,022 310,173 328,032 334,720 348,454
Services : . 1,411,700 1,462,587 1,497,304 1,535,947 1,592,950
Government and government enterprises : 431,291 434,119 438,991 447,411 454,616
Federal, civilian 55,222 54,859 54,611 55,266 '56,B19
Military o 27,087 25,477 24,370 23,618 23,428
State and local ) 348,982 353,783 361,010 368,527 374,369
State government 114,712 116,203 119,961 120,532 121,470
Local government i 234,270 237,580 241,043 247,995 252,899

See footnotes at .end of table. ’ REGIONAL ECONOMIC INFORMATION SYSTEM
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FULL~TIME AND PART-TIME EMPLOYMENT BY NAICS INDUSTRY 1/
{number of jobs)

Massachusetts state total (25000]
Item

Employment by place of work
Total employment

By type
Wage and salary employment
Proprietors enmployment
Farm proprietcrs employment
Nonfarm proprietors employment 2/

By industry

Farm employment
Nonfarm employment
Private employment
Forestry, fishing, related activities, and other 3/
Mining . :
Utilities
Construction
Manufacturing
‘Wholesale trade
Retail Trade
Transportation and warehousing
Information )
Finance and insurance
Real estate and rental and leasing
Professional and technical services
Management of companies and énterprises
Administrative and waste services
Educational services -
Health care and social assistance
Arts, entertainment, and recreation -
Accommodation and food services
Other services, except public administration
Government and government enterprises
Federal, civilian
Military
State and local
State government
Local government

See footnotes at end of table.
Table CA25N

2001
4,132,208

3,490,788
641,420
5,665
635,755

10,839
4,121,369

. 3,664,310
13,721
2,570

12,612

219,076
401,175
152,102
417,056
107,202
122,794
233,898
120,041
371,640
72,981
211,415
185,440
486,212
85,589
251,850
196,936
457,059
53,120
. 21,488
382,451
125,251
257,200

May 2004

2002

4,092,192

3,416,774
675,418
5,666
669,752

10,929
4,081,263
3,629,051
14,080
2,645

11, 697
222,711
359,420

146,700

415,705
103, 665
111,772

233,737

139,190
356,479

73,214
201,448

- 189,905,

498,999

89,668
256,035
201,971
452,212

51,524 -

19,064
381,624
120,695
260,929

REGIONAL ECONQMIC INFORMATION SYSTEM
BUREAU OF ECONOMIC ANALYSIS




FULL-TIME AND PART-TIME EMPLOYMENT BY SIC INDUSTRY 1/
. : ) (number of jobs)
Hampden, Massachusetts [25013) :

Item o . . 1996 1997° 1998 1999 2000
 Employment by place of work - o . '
Total full-time and part-time employment 233,747 236,699 239,939 244,274 250,611
.By type
Wage and salary employment 202,394 205,865 208,769 212,372 217,478
Proprietors employment 31,353 30,834 31,170 31,902 33,133
Farm proprietors employment 420 420 427 - 1432 433

Nonfarm proprietors employment 2/ - : 30,933 30,414 30,743 31,470 32,700
By industry l

Farm employment : . © 909 859 850 872 861

Nohfarm employment 232,B38 235,840 239,089 243,402 249,750
Private employment . © 199,443 202,634 205,473 208,645 213,683
Agricultural services, forestry, fishing & other 3/ 1,653 1,720 1,754 2,075 2,088
Mining : 124 125 127 133 120
Construction 9,856 9,816 10,367 11,142 11,552
Manufacturing 34,862 34,640 34,658 34,132 34,419
Transportation and public utilities 9,738 9,956 10,330 10,335 11,108
Wholesale trade : 8,750 8,683 8,797 9,097 9,598
Retail trade 41,597 42,534 42,710 44,219 43,999
Finance, insurance, and real estate 16,346 16,105 17,17¢ 17,297 18,358
Services 76,517. 78,955 79,551 80,215 82,4141
Government and government enterprises : 33,395 33,206 33,616 34,757 36,067
Federal, civilian . 5,292 5,276 5,330 5,458 5,493
Military . 1,663 1,611 1,544 1,493 1,484
-State and local ) 26,440 26,319 26,742 . 27,806 29,090
State government _ ) 6,286 6,226 . 6,787 7,743 8,268 =~
Local government . 20,154 20,093 19,955 20,063 20,822

REGIONAL ECONOMIC INFORMATION SYSTEM

See footnotes at end of table. ‘
' i May 2004 . . BUREAU OF ECONOMIC ANALYSIS
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FULL-TIME AND PART-TIME EMPLOYMENT BY NAICS INDUSTRY 1/
(riumber of jobs)

i Hampden, Massachusetts [25013] ]
. : Item ' ‘ : 2001 2002
Employment by place of work '
Total employment _ ) 251,930 250,363
By type - : i
Wage and salary employment : 217,699 214,432
Proprietors employment " 34,231 35,931
Farm proprietors employment - 422 - - 423
Nonfarm proprietors employment 2/ o 33,809 35,508

- By industry

Farm employment - 838 853

Nonfarm employment : . 251,092 249,510
Private employment '+ 214,113 212,464
Forestry, fishing, related activities, and other 3/ 299 301
Mining : 127 ‘125
Utilities . - 1,273 1,090
Construction 11,744 11,949
Manufacturing . 29,650 27,345
Wholesale trade . 7,627 7,415
Reétail Trade . - . 30,107 29,521
Transportation and warehousing 8,060 7,856
Information : . 4,857 4,558
Finance and insurance 13,408 13,291
Real estate and rental and leasing . 6,059 7,020
Professional and technical services 10,336 10,488
Management of companies and enterprises 3,931 3,842
Administrative and waste services 10,451 10,117
Educational services . - 6,334 6,426
Health care and social assistance - 37,263 38,161
Arts, entertainment, and recreation 4,308 4,430
Accommodation and food .services 15,212 15,217
Other services, except public administration 13,067 13,312
Government and government enterprises i 36,979 37,046
Federal, civilian . 5,290 4,805
Military : 1,345 1,241
State and local . 30, 344 31,000
! State government 9,143 8,589
¢ i Local government ) 21,201 21,411
See footnotes at end of table. : . REGIONAL ECONOMIC INFORMATION SYSTEM
Table CA25N . May 2004 . BUREAU OF ECONOMIC ANALYSIS



} Hampshire/ Massachusetts [25015]
Item

Employment by place of work
Total full-time and part-time employment

BY type
Wage and salary employment
Proprietoers employment
Farm proprietors employment
Nonfarm proprietors employment -2/

By industry

Farm employment
Nonfarm employment
Private employment
Agricultural serv1ces,
Mining
Construction
Manufacturing
Transpoxtation and publlc utilities
Wholesale trade
Retail trade
Finance, insurance, and real estate
Services
Government and government enterprlses
Federal, civilian
Military
State and local
State government
Local government

forestry, fishing & other 3/

See footnotes at end of table.
Table CA25

(number of: jobs)

1996

77,148

60,801

16,345
582

15,763

1,011
76,135
59,408
862
55
3,652
6,191
1,684
2,757
13,108
‘3,145
27,954
16,727
1,377
547
14,803
8,617
5,186

May 2004

1997 |

78,075

62,037
16,038

581
15,457

9438
77,127
60,824
932

51
3,628
6,091
1,719
2,953
13,414
3,163
28,873
16,303
1,286
516

014,501

8,197
6,304

1998

78,480

62,77¢

15,706
590
15,116

936
77,544
61,177

920

54
3,604

6,033

1,799
3,051
13,177
3,329
29,210
16,367
1,276
493
14,598
8,106
6,492

FULL TIME AND PART TIME EMPLOYMENT BY SIC INDUSTRY 1/

1999

2000 B
79,610 80,554
64,115 64,521
15,495 16,033
596"  .598
14,899 15,435
1,022 999
78,588 79,555
61,909 63,108
872 895
60 61
3,603 3,526
5,569 5,510
1,787 1,726
3,132 2,944
13,674 13,461
3,347 3,567
29,865 31,418
16,679 16,447
1,253 1,284
484 485
14,942 14,678

8,215 8,403

6,727 6,275

REGICNAL ECONOMIC INFORMATION SYSTEM -
BUREAU OF ECONOMIC ANALYSIS



FULL-TIME AND PART-TIME EMPLOYMENT BY NAICS INDUSTRY 1/
{(number of jobs)

Hampshire, Massachusetts [25015] . ) o L R
' Item 2000 2002
Employment by place of work .
Total employment : 83,164 83,427
By type . ‘ )

Wage and salary employment : 65,142 64,673

Proprietors employment ' 18,022 18,754

Farm proprietors employment . 584 584

Nonfarm proprietqrs employment 2/ 17,438 18,170

By industry

Farm employment . 1,031 1,065

Nonfarm employment . 82,133 82,362

- Private employment . ' 65,126 65,826

Forestry, fishing, related activities, and other 3/ (D} 236

Mining (D} 74

Utilities : 146 125

Construction . 3,731 3,902

Manufacturing 5,454 4,849

Wholesale trade ‘ : 2,309 2,294

Retail Trade - 8,992 8,759

Transportation and warehousing 1,347 1,335

Information . 1,368 1,304

Finance and insurance . . ’ . 1,726 1,822

Real estate and rental and leasing ) 1,950 2,282

Professional and technical services 4,557 4,623

Management of companies and enterprises 583. - 5857

Administrative and waste services 2,872 2,710

Educational services 9,341 9,534

Health care and social assistance * 8,607. 9,000

Arts, entertainment, and recreation 2,483 2,590

Accommodation and food services 5,260 5,465

Other services, except public administration 4,102 4,205

Government and government enterprises . 17,007 16,536

Federal, civilian : 1,250 1,224

. Military 436 368

State and local 15,321 14,944

. : State government ) . 8,738 8,268

N 4 " Local government . 6,583 6,676
See footnotes at end of table. REGIONAL ECONOMIC INFORMATION SYSTEM
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Footnotes for Table CA25 (NAICS)
Full-time and Part-time Employment by Industry

1/
2/

3/

4/

(L)

(N)

The estimates of employment for 2001-2002 are based on the 2002
North American Industry Classification System (NAICS).

Excludes limited partners.

"Other” consists of the number of jobs held by U.S. residents
employed by international organizations and foreign embassies and
consulates in the United States.

Broomfield County, CO, was created from parts of Adams, Boulder,
Jefferson, and Weld counties effective November 15, 2001.
Estimates for Broomfield county begin with 2002.

The estimate shown here constitutes the major portion of the true
estimate.

Not shown to avoid disclosure of confidential iﬁformation, but
the estimates for this item are included in the totals.

Less than 10 jobs, but the estimates for this item are included
in the totals.

Data not available for this year.



PERSONAL INCOME BY MAJOR SOURCE AND EARNINGS BY NAICS INDUSTRY 1/

{thousands of dollars)
Massachusetts state total [25000]

‘ . Irem | , S am 2002 o

Income by place of residence ($000)

Personal income 249,243,450 250,993,700
Population (persons) 2/ 6,399,869 6,421,800
Per capita personal income (dollars) ©.38,945 39,085
Derivation of personal income ($000) .
Earnings by place of work ) ’ 201,269,161 199,297,048
less: Contributions for government social insurance 3/ ‘21,146,480 21,121,342
plus: Adjustment for residence 4/ -5,091,475 -4,812,796
equals: Net earnings by place of residence 175,031,226 173,362,910
plus: Dividends, interest, and rent 5/ . 43,660,559 43,996,034
plus: Personal current transfer receipts 30,551,665 33,634,756

Earnings by place of work ($000)
Components of earnings

Wage and salary disbursements ’ 153,067,876 149,877,422
Supplements to wages and salaries . '28,356,760 28,785,869
Proprietors* income 6/ 19,844,525 20,633,157
Farm proprietors' income o : -8,793 ~4,947
Nonfarm proprietors' income "19,853,318 20,638,704
Earnings by industry
Farm earnings : © 107,124 110,043
Nonfarm earnings 201,162,037 199,187,005
Private earnings ] 179,116,383 176,430,054
Forestry, fishing, related activities, and other 7/ 400,082 437,202
Forestry and logging ' 25,729 26,414
Fishing, hunting, and trapping 255,607 272,262
Agriculture and forestry support activities ) 118,746 138,526
Other 8/ 6 0
Mining 360,469 350,191
0il and gas extraction 254,878 . 235,006
. ’ Mining (except oil and gas) ' (D) ’ (D)
Support activities for mining : . (D) (D)
. Utilities 1,304,437 1,241,497
. ’ Construction 11,463,405 11,956,617
Construction of buildings : ) . 2,928,223 3,086,129
Heavy and civil engineering construction 1,859,564 1,986,780
Specialty trade contractors 6,675,618 6,883,708
Manufacturing 26,674,625 24,525,656
Durable goods manufacturing 19,685,147 17,708,738
Wood product manufacturing 145,690 138,531
Nonmetallic mineral product manufacturing " 487,705 450,370
Primary metal manufacturing 437,569 385,510
Fabricated metal product manufacturing 2,593,863 2,424,75%
Machinery manufacturing 2,086,421 1,778,236
Computer and electronic product manufacturing 9,140,725 7,692,799
Electrical equipment and appliance manufacturing 1,036,619 300, 327
‘Motor vehicle manufacturing . (D) 132,799
Transportation equipment mfg. excl. motor vehicles (D) ©1,283,078
Furniture and related product manufacturing 316,732 323,011
Miscellaneous manufacturing . . 2,050,698 2,199,318
Nondurable -goods manufacturing . 6,989,478 6,816,918
Food manufacturing © 934,005 963,873
Beverage and tobacco product manufacturing 187,367 187,949
Textile mills 515,614 491,896
Textile product mills 215,527 204,199
Bpparel manufacturing 203,117 184,126
Leather and allied product manufacturing 123,144 113,020
Paper manufacturing 965, 884 917,919
Printing and related support activities 1,038,054 942,011
Petroleum and coal products manufacturing 120,840 126,729
Chemical manufacturing 1,620,101 1,681,042
Plastics and rubber products manufacturing -1,065,825 1,004,154
Wholesale trade 10,806,278 10,363,929
Retail Trade 11,358,251 11,569,347
Motor vehicle and parts dealers : 1,946,522 2,036,619
Furniture and home furnishings stores : 579,970 581,064
Electronics and appliance stores - 681,627 654,105
Building material and garden supply stores : 1,001,608 1,043,880
. See footnotes at end of table. . REGIONAL ECONOMIC INFORMATION SYSI
‘ Table CAQSH ) . May 2004 : BUREAU OF ECONOMIC ANALYS



PERSONAL INCOME BY MAJOR SOURCB AND EARNINGS BY NAICS INDUSTRY 1/
(thousands of dollars)

Massachusetts state total [25000])

. ' ~ Item

Food and beverage stores

Health and personal care stores

Gasoline stations :

Clothing and clothing accessories stores
Sporting goods, hobby, bock and music stores
General merchandise stores

Miscellaneous store retailers

Nonstore retailers

Transportation and warehousing

Air transportation

Rail transportation

Water transportation

Truck transportation

Transit and ground passenger ttansportatlon
Pipeline transportation

Scenic and sightseeing transporcation
Support activities for transportation
Couriers and messengers

Warehousing and storage

Information
Publishing industries, except Internet
Motion picture and sound recording 1ndustr1es
Broadcasting, except Internet
Internet publishing and broadcasts
Telecommunications
ISPs, search portals, and data processing
Other 1nformation services

Finance and insurance

Monetary authorities - central bank

.Credit intermediation and related activities
Securities, commodity contracts, investments
Insurance carriers and related activities
Funds, trusts, and other financial vehicles

Real estate and rental and leasing
Real estate

Rental and leasing services
Lessors of nonfinancial intangible assets

Professional and technical services
Management of companies and enterprises
Administrative and waste services
Administrative and support services
Waste management and remediation services

Educational services
Health care and social assistance
Amubulatory health care serVices
Hospitals
Nursing and residential care facilities
Social assistance

Arts, entertainment, and recreation
Performing arts and spectator sports
Museums, historical sites, zoos, and parks
Amusement, gambling, and recreation

Accommodation and fodd services
Accommodation
Food services and drinking places

Cther services, except public administration
Repair and maintenance
Personal and laundry services
Membership associations and organlzatlons
Private households

Government and government enterprises
Federal, civilian

Military ,

State and local
State government
Local government

. ’ See footnotes at end of table.
’ Table CAOS5N
D . .

2001

2,093,789
681, €55
281,503

1,101,521
447,086
986,612
848,588
697,770

3,933,851
662,925
244,312

54,418

1,025,559

542,858

27,409
. 35,622
414,588
526,334
389,826

9,010,922
4,534,108
209,396
485,893
360,159
2,123,511
. 1,249,958
47,897

22,710,230
(D)
4,427,949
12,012,360
5,153,951
(D)

4,133,383
3,545,721
553,318
34,344

27,459,522
5,763,925
6,489,682
6,022,396

467,286

6,003,721
19,722,340

8,029,045

6,968,573
2,802,647
1,922,075

1,714,834
780,076
195,793
739,025

4,865,292
1,157,932
3,707,360

4,941,079
1,581,307
1,203,165
1,695,311

461,296

22,045,648

4,022,731

561,883
17,461,035
5,790,999
11,670,036

May 2004

.2002

2,167,328
713,237
252,830

1,107,459
455,583

1,037,106
816,017
664,119

3,863,393
618,808
241,353

70,024

1,022,544

559,205

18,998

37,869
403,008
515,377
376,207

8,162,746
4,015,620
185,958

491,525

306,101
2,003,462
1,113,676

46,404

22,234,105

(D) .

4,646,761
11,287,465
5,194,836
(D}

4,387,772
3,799,500
549,067
39,205

25,928,296 -

5,546,960
6,208,838
‘5,710,675
498,163

6,484,778
21,054,954
8,418,791
7,655,843
2,963,894
2,016,426

1,829,520
828,392
200,865
800,263

4,997,404
1,132,533
3,864,871

5,226,849
1,598,542
1,248,123
1,892,435

487,749

22,756,951
4,162,830
573,070
18,021,051
5,810,427
12,210,624

REGIONAL ECONOMIC INFORMATION SYS?
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PERSONAL INCOME BY MAJOR SOURCE AND EARNINGS BY NAICS INDUSTRY l/
(thousands of dollars)

Hampden, Massachusetts ([25013]
Iten '

Income by place of residence (3000)
Personal- income

Population (persons) 2/
Per capita personal income (dollars)

Derivation of personal income ($000)

Farnings by place of work

less: Contributions for government social 1nsurance 3/
plus: Adjustment for residence 4/

equals: Net earnings by place of residence

plus: Dividends, interest, and rent 5/

plusi Personal current transfer receipts

Earnings by place of work {$000)
Components of earnings
Wage and salary disbursements
Supplements to wages and salaries
Proprietors' income 6/
Farm proprietors' income
Nonfarm proprietors’ income

Earnings by industry
Farm earnings
Nonfarm earnings

Private earnings

Forestry, fishing, related activities, and other 7/
Forestry and logging .

" Fishing, hunting, and trapping
Agriculture and forestry support activities
Other 8/

Mining
0il and gas extraction
Mining {except oil and gas)
Support activities for mining

Utilities

Construction

Construction of buildings

Heavy and civil engineering construction
Specialty trade contractors

Manufacturing

Durable goods manufacturing

Wood product manufacturing

Nonmetallic mineral product manufacturing
Primary metal manufacturing

Fabricated metal product manufacturing
Machinery manufacturing

Computer and electronic product manufacturlng
Electrical equipment and appliance manufacturing
Motor vehicle manufacturing .
Transportation equipment mfg. excl. motor vehicles
Furniture and related product manufacturing
" Miscellaneous manufacturing
Nondurable goods manufacturing

Food manufacturing

Beverage and tobacco product manufacturing
- Textile mills k

Textile product mills

Apparel manufacturing

Leather and allied product manufacturing

Paper manufacturing

Printing and related support activities
Petroleum and coal products manufacturing
Chemical manufacturing

Plastics and rubber products manufacturing

Wholesale trade
Retail Trade
Motor vehicle and parts dealers
Furniture and home furnishings stores
Electronics and appliance stores
Building material and garden supply stores

See footnotes at end of table.
Table CAOSN

2001 °

13,017,421

456,669
28,505

9,250,111
962,711
-53,454

8,233,946

1,891,655

2,891,820

7,161,018
1,428,131
660,962
-985
661,947

6,157
9,243,954

7,619,030

6,263
3,602
1,644
1,017

Q

6,161
1,153
5,003

(L}

100,450
509,644
103,295

71,984
334,365

1,472,009
853,930
20,525
15,360
24,900
317,324
175,339
47,334

. 20,386

3,083

30,663
25,587
173,427
618,079
93,293
1,620
16,728

8,241

2,605
(D)
230,026
92,504
(D)
20,780
147,867

371,112
701,271
148,522

28,401

27,7171

68,454

May 2004

2002

13,421,774

459,034
29,239

9,433,554
992,855
-81,882

8,358,817

1,891,584

3,171,373

7,264,676
1,482,892
685,986
73
685,913

1,366
9,426,188
7,768,778

6,383
3,669
1,662
1,052

0

6,148
1,063
5,080

(L)

92,182
531,181
112,503

182,388

336,290

1,410,084
835,118
19,142
16,814
21,945
307,773
164,864
50,160
19,533
(D)

(D)
23,801
177,471
574,966
93,411
1,559
14,765
7,748
2,828
D)
- 21§,190
89,548
(D)
23,153
121,538

361,455
726,373
157,074
29,763
30,878
66,037

REGIONAL ECONOMIC INFORMATION SYSI
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PERSONAL INCOME BY MAJOR SOURCE AND EARNINGS BY NAICS INDUSTRY 1/
(thousands of dollars)

Hampden, Massachusetts [25013]

Item

Food and beverage stores

Health and personal care stores

Gasoline stations

Clothing and clothing accessories stores
Sporting goods, hobby, book and music stores
General merchandise stores

Miscellaneous store retailers

Nonstore retailers

Transportation and warehouSLng

Air transportation

Rail transportation

Water transportation

Truck transportation

Transit and ground passenger transportation’
Pipeline transportation

Scenic and sightseeing transportation
‘Support activities for transportation
Couriers and messengers ’
Warehousing and storage

Information
Publishing industries, except Internet
Motion picture and sound recording industries
" Broadcasting, except Internet
Internet publishing and broadcasts
Telecommunications
IsPs, search portals, and data processing
Other information services

Finance and insurance

Monetary authorities - central bank

Credit intermediation and related activities
Securities, commodity contracts, investments
Insurance ‘carriers and related activities
Funds, trusts, and other financial vehicles

Real estate and rental and leaszng

Real estate

Rental and leasrng services

‘Lessors of nonfinancial intangible assets

Professional and technical services

Management of companies and enterprises
Administrative and waste services
Administrative and support services .
Waste management and remediation services

Educational services
Health care and social assistance
Amubulatory health care servzces
‘Hospitals

Nursing and residential care facilities
Social assistance

Arts, entertainment, and recreation
Performing arts and spectator sports
Museums, historical sites, zoos, and parks
Amusement, gambling, and recreation

Accommodation and food services
Accommodation
Food services and drlnkxng places

Other services, except public administration
Repair and maintenance
Personal and laundry services
Membership associations and organizations
Private households

Government and government enterprises
Federal, civilian
-Military
State and local
State government
Local government

See footnotes at end of table.
Table CARO5N

2001

128,442
43,515
28,752
46,203
20,544
92,476
39,721
28,470

298,613
(D)
14,320
)
106,910
54,136
(D}

(D} -

33,132
35,133
39,619

221,074
87,124
6,462
24,844
(D)
99,166
(D)
1,586

776,545
0
106,816

117,083

545,356
7,290

119,834
92,166
(D)

(D)

478,266
235,167
260,581
243,129

17,452

125,761
1,360,613
607,572
394,852
215,450
142,739

66,963
22,596

3,830
40,537

215,638
30,416
185,222

293,065

114,972
60,065
107,146
10,882

1,624,924
346,317
24,881
1,253,726
329,090
924,636

May 2004

2002

135,740
47,870
29,679

45,131

18,528
94,415
42,457
28,801

296,639

570
14,153
. 109
117,822
55,770

(D)

(D)
32,819
30,499

37,084

206,953
78,068
5,969
23,304
(D)
96,056
- (D}
1,083

804,027
0

114,839
176,490
504,286

8,412

131,129
101,817
(D)
(D)

487,103
246,984
257,471
236,144

21,327

135,014
463,167
652,474
435,286
225,404

. 150,003

1,

71,532
23,507

4,111
43,914

222,685
31,668
191,017

312,268

118,033
62,900
119,838
11,497

657,410
339,386
26,354
291, 670
334,204
957, 466

REGIONAL ECONOMIC INFORMATICON SYS?
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‘

PERSONAL INCOME BY MAJOR SQURCE AND EARNINGS BY NAICS INDUSTRY 1/

. (thousands of dollars)

Hampshire, Massachusetts (25015}
Item

Income by place of residence ($000)
Personal income

Population (persons) 2/

" Per capita personal income (dollars)

Derivation of personal income ($000)
Earnings by place of work

less: Contributions for government soczal insurance 3/

plus: Adjustment for residence 4/

equals: Net earnings by place of residence
plus: Dividends, interest, and rent 5/
plus: Personal current transfer receipts

Earnings by place of work ($000)
Components of earnings
Wage and salary disbursements
Supplements to wages and salaries
Proprietors' income 6/
Farm proprietors' income
Wonfarm proprietors’ income

Earnings by industry .
Farm earnings
Nonfarm earnings

Private earnings

Forestry, fishing, related activities, and other 7/
Forestry and logging .

Fishing, hunting, and trapping

Agriculture and forestry support activities

Other 8/

Mining
01l and gas extraction
Mining (except oil and gas)
Support activities for mining

Utilities

Construction )

Construction of buildings

Heavy and civil engineering construction
Specialty trade contractors

Manufacturing
Durable goods manufacturing
Wood product manufacturing
Nonmetallic mineral prodiuct manufacturing
Primary metal manufacturing ’
" Fabricated metal product manufacturing
Machinery manufacturing
Computer and electronic product manufacturing
Electrical equipment and appliance manufacturlng
Motor vehicle manufacturing
" Transportation equipment mfg. excl motor vehicles
Furniture and related product manufacturing
Miscellaneous manufacturing
Nondurable goods manufacturing
Pood manufacturing
Beverage and tobacco product manufacturing
Textile mills
Textile product mills
Apparel manufacturing
Leather and allied product manufacturing
Paper manufacturing
Printing and related support activities
Petroleum and coal products manufacturing
Chemical manufacturing
Plastics and rubber products manufacturing

Wholesale trade
Retail Trade

Motor vehicle and parts dealers

Furniture and home furnishings stores
‘Electronics and appliance stores

Building material and garden supply stores

See footnotes at end of table.

Table CAQGS5N

2001

4,302,359

152,011
28,303

2,454,310
223,470
738,036
2,968,876
826,994
506, 489

1,841,871
350,111
262,328

3,311
259,017

11,018
2,443,291
1,765,748

{D)
(D)

612

(D)
0

(D)
1,215
(D)
(D)

11,944
127,279
8,560
11,394
67,325

228,698
100, 487
13,398
2,436
16,510
(D)
30,815
7,155
(o)

(D)

0

5,000

5,482
128,211
2,147
355
9,476

0

951
(D)
56,840
8,036
(D)
4,153
45,830

100,106
198,458
30,.355
7,235
4,548
16,190

May 2004

2002

4,461,057

153,692
29,026

2,581,266
235,114
726,798

3,072,950
833,344

554,763

1,939,351
371,351
270,564

2,045
268,519

10,248
2,571,018
1,829,587

4,218
(D)
619
(D)

0

3,161
1,119
(D)
(D)

10,924
137, 464
51,990
12,448
73,026

212,086

102,419
11,633
2,424
16,078
(D)
27,900
10,027
(D)

(D)

0

6,301
4,689
109,667
2,389
395
9,395

o]

1,107
(D)

47,391

4,893
(D)

(D)
40,267

110,151

202,302
. 32,106
7,546
4,834
15,910

'REGIONAL ECONOMIC INFORMATION SYS1
BUREAU OF ECONOMIC ANALYS



PERSONAL INCOME BY MAJOR SOURCE AND EARNINGS BY NAICS INDUSTRY 1/
{thousands of dollars)

Hampshire, Massachusetts (25015)

Item

Food and beverage stores

_ Health and personal care stores

.Gasoline stations
Clothing and clothing accessories stores
Sporting goods, hobby, book and music stores
General merchandise stores
Miscellaneous store retailers
Nonstore retailers

Transportation and warehousing

Air transportation

Rail transportation

Water transportatlon

Truck transportation

Transit and ground passenger transportation-
Pipeline transportation

Scenic and sightseeing transportation
Support activities for transportation
Couriers and messengers

Warehousing and storage

Information

Publishing industries, except Internet
Motion picture and sound recording industries
Broadcasting, except Internet

Internet publishing and broadcasts
Telecommunications

ISPs, search .portals, and data processing
Other information services .

Finance and insurance

Monetary authorities - central bank

Credit intermediation and related activities
Securities, commodity contracts, investments
Insurance carriers and related activities
Funds, trusts, and other financial vehicles

Real estate and rental and leasing

Real estate

Réntal and leasing services

Lessors of nonfinancial lntanglble assets

Professional and technical services
Management of companies and enterprises
Administrative and waste services
Administrative and support services

© Waste management and remediation services

Educational services '

Health care and social assistance
Amubulatory health care services
‘Hospitals

Nursing and residential care facilities
Social assistance

Arts, entertainment, and recreation
Performing arts and spectator sports
Museums, historical sites, zoos, and parks
Amusement, gambllng, and recreation

Accommodation and food services
. Accommodation
- Food services and~drinking places

Other services, except public administration
Repair and maintenance

Personal and laundry services

Membership associations: and organizations
Erxvate households

Government and government enterprises:
Federal, civilian

" Military

State and local
State government
Local government

See footnotes at end of table.
Table CAQSN

2001

45,892
8,953
7,015

13,237

13,285

18, 659

15,484

17, 605

30,971
(L)
559
95
10,720
12,327
0

527
4,239
2,136
384

46, 442
23,147
1, 621
(D)

(D)
13,779
2,288
2,564

60,138
0

26,446
(D)
17,466
(D)

31,211
27,301
(D)
(D)

143, 344
29,689
54,716

(D)
(D)

267, 465

© 254, 389
114,201
(D)
50,926
(D}

15,351
(D}
(D)
7,399

76,456
12,672
63,784

82,086
30,034
14,347
31,132

6,573

677,543
88,383
8,590
580,570
339,785
240,785

May 2004

2002

49,433
9,847
6,978

13,588

13,708

17,612

12,507

18,233

32,365
(L)

551 °

92
9,741
12,189
0

(D)
4,629
2,990
()

44,022
21,599
1,527
(D}
2,065
14,168
(D)
2,548

62,671
0

27,640
(D)

17,713°

(D)

33,487
29,107
4,206
174

144,373
25,889
56,174
‘53,486
2,688

283,300
277,745
123,771
(D)
55,520
(D)

17,274
(D}

(D)
7,937

83,010
14,090
68,920

88,973
32,279
14,875
34,870

6,949

741,431
88,772
7,506

645,153,
392,538

252,614

REGIONAL ECONOMIC' INFORMATION SYS!
BUREAU OF ECONOMIC ANALY



Footnotes for Table CAO0S5 (NAICS) .
Personal Income by Major Source and Earnings by Industry

1/ The estimates of earnings for 2001-2002 are based on the 2002
North American Industry Classification System (NAICS).

-2/ Census Bureau midyear population estimates. Estimates for

2001-2002 reflect county population estimates available as of
April 2004.

3/ Contributions for government social insurance are included in
earnings by type and lndustry but they are excluded from perscnal
: anome.

4/ The adjustment for residence is the net inflow of the earnings of-
interarea commuters. For the United States, it consists of
adjustments for border workers: Wage and salary disbursements to
U.S. residents commuting to Canada less wage and salary
disbursements to Canadian and Mexican resxdents commuting into
the United States.

S/ Rental income of persons includes the capital consumption
* adjustment.

6/ Proprietors' income includes the inventory valuation adjustment
and capital consumption adjustment.

7/ "Other” consists of wage and salary disbursements to U.S.

-residents employed by international organizations and fore1gn
embassies and consulates in the United States.

8/ Broomfield County, CO, was created from parts of Adams, Boulder,
Jefferson, and Weld counties effective November 15, 2001.
Estimates for Broomfield county begin with 2002.

o All state and local area dollar estimates are in current dollars’
(not adjusted for inflation).

E The estimate shown here constitutes the major portion of the true
estimate.

" (D) .Not shown to aveid disclosure of confidential information, but

the estimates for this item are included in the totals.

(LY Less than $50,000, but the estimates for this item are included
in the totals.

(N) Data not available for this year.
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- 1997:

1998:

1090:

2000:

- 2001:

2002:

2003:

2004:

20050
As of March 4, 2005

(1) End of period data.

" Year/Qtr. Ended

Quarter 1
Quarter 2
Quarter 3
Quarter 4

Quarter 1
Quarter 2

Quarter 3 .

Quarter 4

Quarter 1.
* Quarter 2

Quarter 3

" Quarter 4

Quarter 1

Quarter 2
‘Quarter 3

Quarter 4

Quartef 1

- Quarter 2

Quarter 3

* Quarter 4

Quarter 1
Quarter 2
Quarter 3
Quarter 4

Quarter 1

‘Quarter 2
Quarter 3

Quarter 4

Quarter 1
Quarter 2
Quarter 3
Quarter 4

Exhibit IV-2

Historical Stock Price Indices(1)

DJIA

6583.5

7672.8

7945.3
7908.3

8799.8

8952.0
7842.6
9181.4

9786.2
10970.8
10337.0
11497.1

10921.9

 10447.9

10650.9
10786.9

0878.8
10502.4
.8847.6
10021.5

10403.9
9243.3
7591.9
8341.6

7992.1
8985.4
9275.1

10453.9

10357.7

110435.5
10080.3 -

10783.0

10940.6

~ S&P 500

7571
885.1
947.3
970.4

1101.8
1133.8
1017.0
1229.2

1286.4
13727
1282.7
1469.3

. 149886
© 14546

1436.5
1320.3

1160.3
1224.4
1040.9.
1148.1

11474
989.8
815.3
879.8

848.2
974.5
996.0
11120

1126.2
1140.8
11146
1211.9

1222.1

Sources: SNL Securities and Wall Street Journal.

NASDAQ
Composite

1,221.7
1,442.1
1,685.7.
1,570.4

1,8356.7
1,894.7
1,693.8
2,192.7

2,461.4
2,686.1
2,746.2
4,069.3

45728
3,966.1
36728
2,470.5

1,840.3
2,160.5
1,498.8
1,950.4

"1,8454
1,463.2
1,172.1

1,335.5

1,341.2
1,622.8
1,786.9
2,003.4

1,994.2
2,047.8
1,896.8
2,175.4

2,070.6

SNL SNL
Thrift’ Bank
Index Index
527.7 292.5.
624.5 3333
737.5 381.7
814.1 414.9
869.3 456.1
833.5 457.7
651.3 363.5
705.9 439.6
707.6 448 4
695.6 479.3°
609.1 409.9
562.4 416.7
. 5456 4212
567.8 387.4
718.3 464.6
874.3 479.4
885.2 459.2
964.5 493.7
953.9 436.6
918.2 473.7
1006.7 - 498.3
1121.4 468.9
984.3 396.8
1073.2 419.1
1096.2 © 401.0
1266.6 476.1
1330.9 "490.9
1482.3 548.6
1585.3 562.2
1437.8 546.6
1495.1 556.0

s 47557 sdon

1589.6

580.6

SE D



- EXHIBIT IV-3
Historical Thrift Stock Indices

THRIFTINVESTOR
<Index Values>
IndexValues : . Price Appreciation (%)
.  |]1/31/05 123104 01/30/04 - ) - 1 Month Y1B LM
Al Pub. Traded Thrifts ' 1,561.6 16056 15605 ‘ : -2.74 -2.74 0.07
MHC Index . 279%1 29294 2837 455 455 143
Stock Exchange Indexes . .
AMEX Thrifts 625.9 639.0 567.3 ‘ -2.05 ~2.05 10.34
- NYSE Thrifts 977.2 995.4 985.5 .-1.83 - -1.83 -0.84
OTC Thrifts ‘ . 1,927.8 20141 18991 : -4.29 - -4.29 151
Geographic Indexes : .
Mid-Atlantic Thrifts 3,591.5 3,793.4 3,913.9 ‘ ' : - =532 -5.32 -8.24
Midwestern Thrifts 34112 34936 33742 -2.36 -2.36 110
New England Thrifts -~ 15973 18582 14217 . . 367 387 11.88
' eastern Thrifts 15500 16344 14360 : o 482 462 856
‘::westem Thrifts 1,205.3 1,232.3 1,1852 -2.19 -2.19 1.69
" Viestern Thrifts - 1,448.3 1,463.2 1,4024 . ' -1.02 202 327
- Asset Size Indexes .
{ess than $250M 1,349.2 1,3515 14142 -0.17 -0.17 -459
$250M to $500M 35145 3,583.3 3,458.3 V - -1.92 -1.92 1.62
$500M to $1B 1,836.7 1,910.0 1,785.1 384 -3.84 289
$18 to $58 23975 24869 23094 359 358 381
Over $58 ' 925.0 949.1 931.9 . -2.54 - -2.54 -0.74
Pink Indexes - ‘ : »
Pink Thrifts ; 406.9 410.6 415.5 S X: ]| -0.91 -2.08
Less than §75M 1618 4761 4639 | 301 301 -046
Qver $75M A4 426.0 4254 -0.85 -0.85 -0.72
Comparative Indexes ' : :
Dow Jones Industrials - 10,489.9 10,783.0 10,488.1 2272 =272 0.02
S&P 500 » 1,181.3 1,211.9 IR N ' -2.53 -2.53 © 443

All SNL indexes are marﬁet-value weighted; i.e., an institution’s effect on an index is proportionate to that institution’s market capitalization. AWl SNL thrift indexes, except for the SNL MHC Index, began at 100 on March
30, 1984. The SNL MHC Index began at 201.082 an Dec. 31, 1992, the level of the SNL Thrift Index on that date. On March 30, 1384, the S&P 500 closed at 159.2 and the Dow Jones industrials stood at 1,164.9.

- Mid-Atiantic: DE, DC, MD, NJ, NY, PA, PR; Midwest: 1A, IL, IN, KS, KY, MI, MN, MO, ND, NE, OH, SD, Wi;
ew England: CT, MA, ME, NH, RI, VT; Southeast: AL, AR, FL, GA, MS, NC, SC, TN, VA, Wy,
pthwest: CO, LA, NM, OK, TX, UT; West: AZ, AK, CA, HI, ID, MT, NV, OR, WA, WY

. 2
e .

_ FEBRUARY 2005
source: SNL Financial
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- EXHIBIT IV-5
’ o United Financial Bancorp, Inc.
‘ : Director and Senior Management Summary Resumes

. Directors

Robert W. Bozenhard, Jr. is the Chairman of the Board of Directors of United Bank.
Mr. Bozenhard joined United Bank’s Board of Directors in 1984 and became Chairman in 2003.

Mr. Bozenhard is a partner w1th the law ofﬁce of Bozenhard, Socha & Ely in West Springfield,
Massachusetts.

Richard B. Collins is President and Chief Executive Officer of United Bank. Mr.
Collins joined United Bank in 2001 as President. Mr. Collins became the Chief Executive
'Officer and joined United Bank’s Board of Directors in 2002. Prior to his affiliation with United
Bank, Mr. Collins was Pre51dent and Chief’ Executive Officer of First Massachusetts Bank, N.A.

Michael F. Crowley is President of Crowley Real Estate Appralsers Inc., located in
Springfield, Massachusetts

Carol Moore Cutting is the owner, President and General Manager of Cuttlng Edge
Broadcasting Incorporated, located in Northampton, Massachusetts.

‘  Donald G. Helliwell is retired. Prior to his retirement in 1987 , Mr. Helliwell served as
‘ Chief Executive Officer and owner of Westfield Coatings Corporation located in Westfield,
7 Massachusetts.

George W. Jones is retired. Prior to his retirement in 1991, Mr. Jones served as

President and Chief Executive Ofﬁcer of Eastern States Exposition, located in West Springfield,
Massachusetts.

Carol A. Leary is President of Bay Path College, located in Longmeadow,
Massachusetts. _

G. Todd Marchant is as a financial consultant with Peter E. Smith & Associates located
in Pittsfield, Massachusetts and Grigsby and Smith, located in East Longmeadow,
Massachusetts.

Kevin E. Ross is Vlce President and Treasurer of Ross Insurance Agency, Inc., located in
Holyoke Massachusetts.

_Robert A, Stewart Jr is President of Chase, Clarke, Stewart & Fontana, Inc., an
insurance agency located in Springfield, Massachusetts.

, Thomas H. Themistos is a principal of Themistos & Dane, PC, a regional public
-------- —-accounting firm located in Springfield, Massachusetts.

‘1 _ Michael F. WerensKi is President and Treasurer of Marion & Werenski Insurance and
! Real Estate Agency, Inc., located in South Hadley, Massachusetts. ‘



United Financial Bancorp, Inc. -
- Director and Senior Management Summary Resumes(continued)

Executive Ofﬁcers of the Bank Who Are Not Also Directors

John E. Bnggs is Senior Vice President, Marketmg and Public Reﬁatlons -Mr. Briggs

' Jomed United Bank in 1997 Mr. Bnggs is 62 years old.

William Clark is Senior Vlce President, Re51dent1a1 Lending. Mr. Clark Jomed United

. Bémk in 1998. Mr. Clark is 40 years old.

Keith E. Harvey has been the Executive Vice President for Operatlons and Retail Sales
of United Bank since 2000. Mr. Harvey joined the Bank in 1984. Mr. Harvey is 57 years old.

~ Donald F.X. Lyﬁch is Executive Vice President, Chief Financial Officer and Secretary
of United Bank. Mr. Lynch joined the Bank in 1982. Mr. Lynch is 58 years old.

“John J. Pattérsdn is Senior Vice President, Risk Management of United Bank. Mr.
Patterson joined United Bank in 1993. Mr. Patterson is 58 years old.

J. Jeffrey Sullivan joined United Bank in 2003 as Executive Vice President and Chief -
Lending Officer. Prior to joining United Bank, Mr. Sullivan was Senior Vice President of
Business Development and Commercial Lending of Bank of Western Massachusetts. Mr.
Sullivan is 40 years old. : ‘

'Source: United Financial Bancorp, Inc.’s prospectus.

S/




EXHIBIT IV-6 '
 United Financial Bancorp, Inc.
Pro Forma Regulatory Capital Ratios

Pro Forma at December 31, 2004, Based upon the Sale of .

5,801,250 Shares 6,825,000 Shares at 7,848,750 Shares at 9,026,063 Shares
Historical at at Minimum of Midpoint of Offering Maximum of Offering  at Adjusted Maximum
December 31, 2004 Offering Range Range Range of Offering Range (1)
Percent Percent Percent Percent Percent
of of . of of of-
Amount Assets(2) Amount Assets(2) Amount Assets(2) Amount Assets(2) Amount Assets(2)
) (Dollars in Thousands) :
GAAP capital.......ccooreivnccne $ 62143 __805% §$ 83104 _1048% $86.893 _1091% §$.90.682 _1133% $95040 _11.81%
Tangible capital: : ) )
Tangﬂale capital (4)(7)....... $ 62,535 8.09% § 83346 10.51% $ 87,135 10.93% $ 90,924 11.35% $ 95,282 11.83%
11,588 1.50 11,900 1.50 11,957 1.50 12,014 -1.50 12,079 1.50
$.50947 __6.59% § 71.446 % 515178 _943% —2.85% §83203 _1033%
Core capital: ‘ . )
Core capital 34X 7).......... $ 62,535 8.09% § 83,346 10.51% $ 87,135 10.93% ~ $ 90,924 11.35% $ 95282 - 11.83%
Requirement (5) 4.00 - 31,733  _4.00 31,885 __4.00 . 32,036 4.00 32211 4.00
EXCESS covveenrerrncnerrieiaene —40% % 51613 @ _.6351% $.55250 __693% $ 58888 _1.35% $ 63071 __283%
Tier I Risk based(4)(7).........,; $ 62,535 11.67% $ 83,346 15.43% $ 87,135 16.11% $ 90,924 16.79%- § 95,282 17.56%
Requirement(5) 21.606 4.00 21,636 4.00 21,666 4.00 21.701 4.00
EXCESS .vvucrmrereeerereerenanenns $.61.740 11.43% $65499 _12.11% $.69258 _12.79% $.73,581 __13,_5_6%
Risk-based capital:
Risk-based capital
3 68285 12.74% $ 89,096 16.49% $92885 . 17.17% $ 96,674 17.85% ~ $101,032 18.62%
42.879 8.00 43,212 8.00 43272 8.00 43.333 8.00 . 43403 8.00
$ 25406 __474% $45884 _849% $49613 _907% $53341 _985% §52.609 _1062%
nciliation of capital
fused into United Bank:
Net proceeds ............ ATV $ 28,228 $ 33,300 $ 38,372 $ 44,204
Less: :
Common stock acquired
b; loyee stock :
ozwneg:hig plan ............ (4,845) (5,700) (6,555) (7,538)
Common stock acquired .
by stock-based
incentive plan .............. (2,423) (2,850) (3,278) (3,769)
Cash contribution to
foundation.................... (150) 150 150 150
Pro forma increase in GAAP . ‘
and regulatory capital............. $ 20811 3 24,600 $ 28389 $ 32747

(¢)) ‘ As adjusted to give effect to a 15% increase in the number of shares of common stock outstanding after the offering which could occur due

@
€))

ON

®)

to an increase in the maximum of the independent valuation as a resuit of regulatory considerations, demand for the shares, or changes in

market conditions or general economic conditions following the commencement of the offering.

Based on pre-conversion adjusted total assets of $772.5 million for the purposes of the tangible and core cap1tal requirements, and risk-

weighted assets of $536.0 million for the purposes of the risk-based capital requirement.

Tangible capital levels are shown as a percentage of tangible assets. Core capital levels are shown as a percentage of total adjusted assets.

Risk-based capital levels are shown as a percentage of risk-weighted assets.

Pro forma capital levels assume that United Financial Bancorp, Inc. funds the stock-based incentive plan with purchases in the open market

©of 1.86% of the shares of common stock sold in the offering (including shares issued to United Mutual Holding Company) at a price equal

_to the price for which the shares of common stock are sold in the offering, and that the employee stock ownership plan purchases 8% of the
shares of common stock sold in the offering (including shares issued to United Charitable Foundation) with funds borrowed from United
Financial Bancorp, Inc. United Bank’s pro forma GAAP and regulatory capital have been reduced by the amount required to fund both of
these plans and the cash contribution to United Charitable Foundation. See ‘Management” on page __ for adiscussion of the stock-based
incentive plan and employee stock ownership plan.
The current core capital requirement for savings banks that receive the hlghest supervisory rating for safety and soundness is 3% of total
adjusted assets and 4% to 5% of total adjusted assets for all other savings banks. See “Supervision and Regulation—Federal Banking

Assumes net proceeds are invested iri assets that carry a 20% risk-weighting.
Pro forma capital levels assume receipt by United Bank of 50% of the net proceeds from the sale of common stock in the offering.

‘ Regulation — Standards for Safety and Soundness— and Capital Requirements” on pages __ and __, respectively.

Source: United Financial Bancorp, Inc.’s prospectus.




EXHIBIT IV-7
PRO FORMA ANALYSIS SHEET
United Bank, West Springfieid, MA

Prices as of March 4, 2005

o’ .

{1) Pricing ratios shown refiect the midpoint value.
(2) Estimated offering expenses at midpoint of the offering.

: Subject at Peer Group Massachusetts Companies - All Public Thrifts
- Valuation Pricing Multiples Symbol - Midpoint {1) Mean - Median - Mean Median Mean Median
Price-earnings multiple = . PE 27.83 x  28.63x 30.66x 19.20x 18.49x 19.50x  17.12x
Price-core eamings multiple = PICE - 26.32 x  29.47x 32.73x 21.01x 20.47x 20.96x 18.62x
Price-book ratio = P/B 79.46% 96.21% 95.25% 158.24% 156.17% 161.41% 153.28%
Price-tangible book ratio = P/TB 79.46% 99.88% 100.46% 160.91% 158.14% 178.22%. 168.37%
Price-assets ratio P/IA 16.96% 23.70% 23.35% 20.38% 15.71% - 17.51% 15.01%
Valuation Parameters As a % of Offering
. ) . + Foundation
Pre-Conversion Earnings M $5,527,832 (YrEnd 12/04) ESOP Stock as % of Offering (1 - 8.16% - 8.00%
Pre-Conversion Core Eamings $5,862,201 (YrEnd 12/04) Cost of ESOP Borrowings (S) 0.00%
" Pre-Conversion Book Value (B) $62,254,715  (12/04) ESOP Amortization (T) 20.00 years
Pre-Conv. Tang. Book Value (B) $62,254,715 (12/04) RRP Stock as % of Offering (M 4.08% 4.00%
Pre-Conversion Assets (A) $772,007,896 Stock Programs Vesting (N) 5.00 years
Relnvestment Rate: (12/04 1 Yr. T-Bill 2.750% Fixed Expenses $1,034,549
Tax rate (TAX) 40.00% Variable Expenses (Midpoint) $1,367,551 1.00%
A-T Reinvestment Rate(R) 1.65% . Percent Sold (PCT) 100.00% :
" Est. Conversion Expenses (2)(X) 1.57% MHC Assets %0
Insider Purchases - $1,000,000 Options as % of Offering (O1) 10.20% 10.00%
Price/Share : $10.00 Estimated Option Value (02) 39.00%
Foundation Cash Contrib. (FC) $150,000 Option Vesting Period (O3) 5.00 years
Foundation Stock Contrib. (FS) 2.00% % of Options taxable (O4) 25.00%
Foundation Tax Benefit (Z) ' $1,284,488
(‘ alculation of Pro Forma Value Afte[' Conversion
1. V= - P/E* (Y) V= $153,061,220
1= PIE * PCT * {(1-X-E-M-FC-FS)'R - (1-TAX)*E/T - (1-TAX)*"M/N)(1-(TAX*O4))*(01*02)/03) -
1. V= P/E* (Y) V= $153,061,220
- PiCore E*PCT * ((1-X-E-M-FC-FS)*R - (1-TAX)*E/T - (1-TAX)*M/N)-(1-(TAX*04))*(01*02)/O: '
2. V= P/B * (B+Z) V= $153,061,220
1-P/B*PCT * (1-X-E-M-FC-FS)
2. V= PTB * (TB+Z) V= $153,061,220
-Pff8 * PCT * (1-X-E-M-FC-F:
‘3. V= P/A * (A+2Z) V= $153,061,220
t -P/A*PCT * (1-X-E-M-FC-F:
Market Value Market Value
‘ Shares Issued | Shares Sold Foundation Total Shares Price Per  of Stock Sold  of Stock Issued
Valuation Conclusion - to MHC to Public Shares Issued Share in Offering in Offering
Supermaximum 0] 19,837,500 404,847 120,242,347 $10.00 $198,375,000 $202,423,470
Maximum 0} 17,250,000 352,041 17,602,041 10.00 172,500,000 $176,020,410
Midpoint 0] 15000,000 306,122 ©10.00 150,000,000  $153,061,220
Minimum 0§ 12,750,000 260,204 13,010,204 10.00 127,500,000  $130,102,040
Shares Issued | Shares Sold Foundation Total Shares
Valuation Conclusion - to MHC " fo Public Shares Issued
Supermaximum 0.000%) 98.000%  2.000% 100.000%
Maximum 0.000% 98.000% 2.000% 100.000%
Midpoint ,O.QOO% 98.000% 2.000% 100.000%
:’.Wnimum 0.000% 98.000% 2.000% 100.000%




Exhibit IV-8
PRO FORMA EFFECT OF CONVERSION PROCEEDS
United Bank, West Springfield, MA
At the Minimum of the Range

December 31, 2004 ~ $772,007,896 $109,542,288 $1,100,816

1. Market Value of Shares Sold In Offering: $127,500,000
Market Value of Shares Issued to Foundation: 2,602,040 .
Total Market Value of Company: $130,102,040
2. Offering Proceeds of Shares Sold In Offering $127,500,000
Less: Estimated Offering Expenses 2,195,467
- Net Conversion Proceeds $125,304,533
3. Estimated Additional Equity’ and Income from Offering Proceeds
Net Conversion Proceeds $125,304,533
- Less: Cash Contribution to Foundahon (150,000)
Less: Non-Cash ESOP/MRP Stock Purchases (1) (15.612.244)
Net Conversion Proceeds Reinvested $109,542,288
Estimated net incremental rate of return 1.65%
Eamings Increase $1,807,448
Less: Estimated cost.of ESOP borrownngs 0
Less: Amortization of ESOP borrowings(2) - (312,245)
Less: Stock Programs Vesting (3) - (624,490)
Less: Option Plan Vesting (4) - (913,316) -
Net Earings Increase ($42,603)
Net »
, Before Earnings - After
3. Pro Forma Earnings Conversion Increase Conversion
12 Months ended December 31, 2004 (reported) V $5,527,832 ($42,603) $5,485,229
12 Months ended December 31, 2004 (core) $5,862,201 " ($42,603) $5,819,598 .
: o Before Net Cash " Tax Benefit . After
4. Pro Forma Net Worth Conversion Proceeds of Foundation = Conversion
December 31, 2004 ' $62,254,71,5 $109,542,288 $1,100,816 $1 72;897,819
December 31,2004 (Tangible)‘ $62,254,715 $109,542,288 $1,100,816 $172,897,819
: _ . Before Net Cash - Tax Benefit After
5. Pro Forma Assets ' Conversion Proceeds of Foundation Conversion
-$882,651,000

(1) Includes ESOP purchases equal to 8.16% of the offering, and stock program purchases equal to |

4.08% of the offering.
(2) ESOP stock amortized over 10 years, and amorﬂzatuon expense is tax effected at 40%.
{3) Stock programs amortized over 5 years, and amortization expense is tax effected at 40%.

(4) Option valuation based on Black-Scholes model, 10 year vesting, and assuming 25% taxable.



I

: Exhlblt iv-8
PRO FORMA EFFECT OF CONVERSION PROCEEDS
United Bank, West Springfield, MA
~ At the Midpoint of the Range

~1. . Market Value of Shares Sold Ih Offering:

$150,000,000

(1) Includes ESOP purchases equal to 8.16% of the offering, and stock program purchases equal to

4.08% of the offering.
(2) ESOP stock amortized over 10 years, and amortization expense is tax effected at 40%.
(3) Stock programs amortized over 5 years, and amortization expense is tax effected at 40%.

| (4) Option valuation based on Black-Scholes model, 10 year vesting, and assuming 25% taxable.

Market Value of Shares Issued to Foundation: .3,061,220
Total Market Value of Company: $153,061,220
2. Offering Proceeds of Shares Sold In Offering $150,000,000
Less: Estimated Offering Expenses 2,402,100
Net Conversion Proceeds $147,597,900
-3. Estimated Addmonal Equity and Income from Offenng Proceeds
Net Conversion Proceeds $147,597,900
Less: Cash Contribution to MHC - (150,000)
‘Less: Non-Cash ESOP/MRP Stock Purchases (1) 18,367,346) -
Net Conversion Proceeds Reinvested $129,080,554 °
Estimated net incremental rate of retumn 1.65%
Eamings Increase $2,120,829
- Less: Estimated cost of ESOP borrowmgs : 0
Less: Amortization of ESOP borrowings(2) (367,347)
Less: Stock Programs Vesting (3) (734,694)
Less: Option Plan Vesting (4) (1,074,490)
Net Eamnings Increase ($46,701)
Net
‘ Before - Eamings After
3.. Pro Forma Eamings : : Conversion . increase Conversion
12 Months ended December 31, 2004 (reported) =~ $5,527,832 ($46,701) $5,481,131
12 Months ended December 31, 2004 (core) $5,862,201 ($46,701) $5,815,500
Before Net Cash - Tax Benefit ~ After
4. Pro Forma Net Worth ' Conversion Proceeds of Foundation Conversion
December 31, 2004 $62,254,715 $129,080,554 $1,284,488 $192,619,757
December 31, 2004 (Tangible) $62,254,715 $129,080,554 $1,284,488 $192,619,757
Before Net Cash Tax Benefit After
5. Pro Forma Assets Conversion Proceeds of Foundation Conversion
December 31, 2004 $772,007,896 $129,080,554 $1,284,488 $902,372,938




Exhibit IV-8

PRO FORMA EFFECT OF CONVERSION PROCEEDS

United Bank, West Springfield, MA

At the' Maximum of the Range

. 1. Market Value of Shares Sold In Offering:

~ Market Value of Shares Issued to Foundation:
Total Market Value of Company:

2. . Offering Proceeds of Shares Sold in Offering

Less: Estimated Offering Expenses
Net Conversion Proceeds
3. Estimated Additional Equity and lncome from Offerlng Proceeds
- Net Conversion Proceeds -
Less: Cash Contribution to MHC
Less: Non-Cash ESOP/MRP Stock Purchases (1)
Net Conversion Proceeds Reinvested :
Estimated net incremental rate of return
Earnings Increase
Less: Estimated cost of ESOP borrowings
Less: Amortization of ESOP borrowings(2)
Less: Stock Programs Vesting (3)
Less: Option Plan Vesting (4)
Net Earnings Increase

Net
Before Earnings
3. Pro Forma Earnings Conversion Increase
12 Months ended December 31, 2004 (reported) $5,527,832 _»($50,800)
12 Months ended December 31, 2004 (core) $5,862,201 - ($50,800)
_ ‘Before Net Cash Tax Benefit
4. Pro Forma Net Worth Conversion Proceeds of Foundation
December 31, 2004 $62,254,715 $148,618,819 $1,468,164
December 31, 2004 (Tangible) $62,254,715 $148,618,819 $1,468,164
: Before - Net Césh Tax Benefit
5. Pro Forma Assets ~Conversion Proceeds of Foundation
December 31, 2004 $772,007,896 $148,618,819 $1 ,468.1 64

4.08% of the offering.

(2) ESOP stock amortized over 10 years, and amortization expense is tax effected at 40%.

(3) Stock programs amortized over 5 years, and amortization expense is tax effected at 40%.
(4) Option valuatlon based on Black-Scholes model, 10 year vesting, and assuming 25% taxable.

- $172,500,000

3,520,410
$176,020,410

$172,500,000
2,608,733
$169,891,267

$169,891,267
~ (150,000)
(21,122.448)
$148,618,819
1.65%
$2,452,211

0
(422,449)
(844,898)
(1,235.663)
($50,800)

After

Conversion -

$5,477,032
$5.811,402

After

Conversion

$212,341,698
$212,341,698

After

Conversion

$922,094,879

. (1) Includes ESOP purchases equal to 8.16% of the offenng, and stock program purchases equal to



'PRO FORMA EFFECT OF CONVERSION PROCEEDS
United Bank, West Springfield, MA
At the Supermaximum Value

' : ' . Exhibit V-8

1. Market Value of Shares Sold In Offering:
Market Value of Shares Issued to Foundation:
-Total Market Value of Company: ‘

. 2.. Offering Proceeds of Shares Sold In Offering
Less: Estimated Offering Expenses
Net Conversion Proceeds

_ 3. Estimated Additional Equity and Income from Offerlng Proceeds
Net Conversion Proceeds :
Less: Cash Contribution to MHC
Less: Non-Cash ESOP/MRP Stock Purchases (1)
Net Conversion Proceeds Reinvested

Estimated net incremental rate of retum 1.65%
Earnings Increase $2,822,949
Less: Estimated cost of ESOP borrowmgs : 0
Less: Amortization of ESOP borrowings(2) (485,816)
. Less: Stock Programs Vesting (3) (971,633)
, Less: Option Plan Vesting (4) (1,421,013)
‘ Net Earnings Increase ($55,513) .
Net ,
: Before Earnings - After
- 3. ProForma Earnings , Conversion Increase Conversion
12 Months ended December 31, 2004 (reported)’ - $5,527,832 ($55,513) $5,472,319
12 Months ended December 31,2004 (core) - - $5,862,201 ($55,513) $5,806,689
. _ Before Net Cash Tax Benefit After -

4. Pro Forma Net Worth Conversion =~ Proceeds of Foundation Conversion
December 31, 2004 $62,254,715 $171,087,824 $1,679,388 $235,021,927
December 31,2004 (Tangible) $62,254,715- $171,087,824 $1,679,388 $235,021,927

‘ Before NetCash Tax Benefit After
5. Pro Forma Assets Conversion Proceeds of Foundation Conversion
- December 31, 2004 ' - $772,007,896 $171,087,824 $1,679,388 $944,775,108

$198,375,000
4,048.470
$202,423,470

$198,375,000
2,846.360 -
$195,528,640

. $195,528,640

(150,000)
(24,290.816)

' $171,087,824

(1) Includes ESOP purchases equal to 8.16% of the offering, and stock program purchases equal to

4.08% of the offering.
(2) ESOP stock amortized over 10 years, and amortlzatlon expense is tax effected at 40%.
(3) Stock programs amortized over 5 years, and amortization expense is tax effected at 40%.

~— (4) Option valuation based on Black-Scholes model, 10 year vesting, and assuming 25% taxable.
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EXHIBIT 1V-10
PRO FORMA ANALYSIS SHEET
United Bank, West Springfield, MA
Prices as of March 4, 2005

- Subject at Peer Group Massachusetts Companies B All Public Thrifts

Final Valuation Pricing Multiple Symbol Midpoint Mean . Median Mean Median Mean Median
Price-seamings multiple = P/E 28.22 x 32.85x 33.75x 19.20x 18.49x 19.50x 17.12x
Price-core earnings multiple = P/CE 26.59 x  29.29x 26.08x 21.01x 20.47x 20.96x  18.62x
- Price-book ratio = P/B 126.20%  206.89% 203.10% 158.24% 166.17% 161.41% 153.28%
Price-tangible book ratio = PITB 126.20%  222.85% 228.09% 160.91% 158.14% 178.22% 168.37%
Price-assets ratio- = PIA 18.42% 28.26% 26.58% 20.38% 15.71% 17.51% 15.01%
Valuation Parameters (2) ' ’ -As a % of Offering
o + Foundation
Pre-Conversion Eamings (Y) '$5,527,832 (Yr End 12/04) ESOP Stock Purchases (E) 8.359% 8.00%
Pre-Conversion Core Eamings $5,862,201 (Yr End 12/04) Cost of ESOP Borrowings (S) 0.00%
Pre-Conversion Book Value (E -$62,254,715 ESOP Amortization (T) 20.00 years
Pre-Conv. Tang. Book Value (I $62,254,715 Stock Programs Amount (M) 4.396% 421%
Pre-Conversion Assets (A) $772,007,896 Stock Programs Vesting (N) 5.00 years
Reinvestment Rate: _ 2.75% Fixed Expenses $1,034,549
. Taxrate (TAX) 40.00% Variable Expenses 1.00%
- A-T Reinvestment Rate(R) 1.65% Percent Sold (PCT) ) 46.5900%
Est. Conversion Expenses (1)( 2.31% . MHC Assets $0
Insider Purchases $1,000,000 Options as % of Offering (O1) 10.99% 10.52%
Price/Share : $10.00 Estimated Option Value (02) 39.00%
Foundation Cash Contrib. (FC $150,000 Option Vesting Period (03) 5.00 years
Foundation Stock Contrib. (FS 2.00% % of Options taxable (04) 25.00%
Foundation Tax Benefit (Z) $1,284,488 ’ :
.Igu_lgtion of Pro Forma Value After Conversion
1. v= ) P/E * (Y) ‘ . V= $153,061,220
1-P/E*PCT ™ ((1-X-E-M-C-D)'R - (1-TAX)*E/T - (1-TAX)*M/N) )
1. V= P/E * (Y) V= $153,061,220

PiCore E * PCT * ((1-X-E-M-FC-FS)*R - (1-TAX)'E/T - (1-TAX)"M/N)-(1-(TAX*O4)}(O1*O2)/

2. v= _PB*B ‘ : V= $153,061,220
1-P/B " PCT * (1-X-E-M-FC-FS). R

2. V= P/T8 * 1B ' V= $153,061,220
1-P/B*PCT* (1-X-E-M-FC-FS)

T3 v= PIA* (A+2) ' V= $153,061,220
1~ PIA " PCT - (1-X-E-M-FCFS) ‘ .

Mark. Val of
Stock Sold in”
Shares Issued | Shares Sold Foundation Total Shares Price’Per  Offering+issued Full Value of
Valuation Conclusion to MHC to_Pubilic Shares Issued Share to Foundation Total Shares
Supermaximum 10,811,438 9,026,063 . 404,846 20,242,346 $10.00 $94,309,088 $202,423,470 -
Maximum 9,401,250 7,848,750 352,040 17,602,040 10.00 82,007,903 $176,020,400
Midpoint 8,175,000 6825000 306,122 1000 71,311,220  $153,061,220
Minimum ’ 6,948,750 5,801,250 260,204 13,010,204 10.00 60,614,537 $130,102,040
Shares Issued | Shares Sold Foundation Total Shares
Valuation Conclusion to MHC to Public Shares Issued
Supermaximum 53.410%) 44.590% 2.000% 100.000%
aximum 53.410%) 44.590% 2.000% 100.000%
*point 53.410% 44.590% 2.000% 100.000%
inimum 53.410% 44.590% 2.000% 100.000%

(1) Estimated offering expenses at midpoint of the offering.
(2) Reflects reduction in eamings, equity and assets due to $50,000 contributed to the MHC.



Exhibit IV-11
PRO FORMA EFFECT OF CONVERSION PROCEEDS

" United Bank, West Springfield, MA

At the Minimum of the Range

Market Value of Shares Sold In Offering:
Market Value of Shares Issued to Foundation:
Market Value of Shares Issued to MHC:

Total Market Value of Company:

Offering Proceeds of Shares Sold In Offering
Less: Estimated Offering Expenses
Net Conversion Proceeds -

.- Estimated Additional Equity and Income from Offering Proceeds

Net Conversion Proceeds
- Less: Cash Contribution to Foundation
Less: Non-Cash ESOP/MRP Purchases (1)
Net Proceeds Reinvested '
Estimated net incremental rate of retum
- Eamings Increase
Less: Estimated cost of ESOP borrowings
Less: Amortization of ESOP borrowings(2)
Less: Stock Programs Vesting (3)
Less: Option Plan Vesting (4) -
Net Earnings Increase

Pro Forma Earnings

12 Months ended December 31, 2004 (reported)
12 Months ended December 31, 2004 (core)

' Before
Pro Forma Net Worth Conversion
December 31, 2004 $62,254,715
December 31, 2004 (Tangible) - $62,254,715
Before
Pro Forma Assets X Conversion
- December 31, 2004 '$772,007,896

4.40% of the offering.

- Before

Conversion

Net
Eamings
Increase

$58,012,500
- 2,602,040
- 69,487,500
$130,102,040

$58,012,500
1,556,175
$56,456,325

$56,456,325 .
(150, 000)

(7.399,163)
$48,907,162

- 1.65%

$806,968 .
)

(145,475)

(306,000)

(447.525)
($92,032)

After
Conversion

- $5,527,832
$5,862,201

. Net Cash

Proceeds

$48,907,162
$48,907,162

Net Cash
Proceeds’

$48,907,162

($92,032)
($92,032)

Tax Benefit
of Foundation

$5,435,800
$5,770,170

After
Conversion

$1,100,816
$1,100,816

Tax Benefit

of Foundation

$1,100,816

(2) ESOP stock amortized over 10 years, and amortization expense is tax effected at 40%.
(3) Stock programs amortized over 5 years, and amortization expense is tax effected at 40%.
(4) Option valuation based on Black-Scholes model, 10 year vesting, and assuming 25% taxable.

$112,262,693
$112,262,693

After

Conversion

$822,015,874

(1) Includes ESOP purchases equal to 8.36% of the offering, and stock program purchases equal to



EXhlblt V-11
PRO FORMA EFFECT OF CONVERSION PROCEEDS
United Bank, West Springfield, MA
At the Midpoint of the Range

$1,284,488

(1) Includes ESOP purchases equal to 8.36% of the offering, and stock program purchases equal to ’

4.40% of the offering.
~(2) ESOP stock amortized over 10 years, and amortization expense is tax effected at 40%.
(3) Stock programs amortized over 5 years, and amortization expense is tax effected at 40%.
(4) Option valuation based on Black-Scholes model, 10 year vesting, and assuming 25% taxable.

$68,250,000°

1. Mar_ket Value of Shares Sold In Offering: A
Market Value of Shares Issued to. Foundation: 3,061,220
Market Value of Shares Issued to MHC: 81,750,000
Total Market Value of Company $153,061,220
2. Offenng Proceeds of Shares Sold In Offenng $68,250,000
Less: Estimated Offering Expenses 1,650,000
Net Conversion Proceeds $66,600,000
3. Estimated Addltlonal Equity and Income from Offering Proceeds
Net Conversion Proceeds $66,600,000
Less: Cash Contribution to Foundation (150,000)
Less: Non-Cash ESOP/MRP Purchases (1) (8.704,898)
Net Proceeds Reinvested $57,745,102
Estimated net incremental rate of return - 1.65%
- Earnings Increase $952,794
Less: Estimated cost of ESQP borrowings
~ Less: Amortization of ESOP borrowings(2) (171,147) .
Less: Stock Programs Vesting (3) “(360,000)
Less: Option Plan Vesting (4) (526,500)
_Net Eamings Increase ($104,853)
Net
Before Eamings After
" Pro Forma Eamings Conversion - Increase Conversion -
12 Months ended December 31, 2004 (reported) $5,527,832 ($104,853) $5,422,979
- 12 Months ended December 31, 2004 (core) $5,862,201 ($104,853) $5,757,348
| v Before - Net Cash ~ Tax Benefit After
Pro Forma Net Worth Conversion Proceeds of Foundation Conversion
December 31,2004 $62,254,715 $57,745,102 $1,284,488 ‘$12_1 ,284,305
December 31, 2004 (Tangible) $62,254,715  $57,745,102 $1,284,488 $121,284,305
. Before ' Net Cash Tax Benefit After
Pro Forma Assets Conversion  Proceeds of Foundation ~ Conversion
December 31, 2004 $772,007,896  $57,745,102 © $831,037,486



—

. Exhibit IV-11 .
PRO FORMA EFFECT OF CONVERSION PROCEEDS
United Bank, West Springfield, MA
- At the Maximum of the Range

1. Market Value of Shares Sold In Offering:
Market Value of Shares Issued to Foundatlon
" Market Value of Shares Issued to MHC:
"~ Total Market Value of Company:

2. . Offering Proceeds of Shares Sold In Offering
Less: Estimated Offering Expenses
Net Conversnon Proceeds

3. Estimated Additional Equity and Income from Offering Proceeds
Net Conversion Proceeds
Less: Cash Contribution to Foundation
Less: Non-Cash ESOP/MRP Purchases (1)
. Net Proceeds Reinvested
Estimated net incremental rate of return
"~ Eamings Increase
Less: Estimated cost of ESOP borrowings
Less: Amortization of ESOP borrowings(2)
Less: Stock Programs Vesting (3)
Less: Option Plan Vesting (4)
Net Earnings Increase

Net

Before Earnings
3. Pro Forma Eamnings’ . Conversion Increase
12 Months ended December 31, 2004 (reported) ‘ $5,527,832 ($117,674)
12 Months ended December 31, 2004 (core) $5,862,201 ($117,674)
| Before Net Cash Tax Benefit
4. Pro Forma Net Worth Conversion Proceeds of Foundation
December 31, 2004 $62,254,715  $66,583,043 $1,468,160
December 31, 2004 (Tangible) $62,254,715. $66,583,043 $1,468,160
‘ Before Net Cash Tax Benefit
5. Pro Forma Assets : _Conversion Proceeds of Foundation
December 31, 2004 $772,007,896 $66,583,043 $1 ,468,160

$78,487,500
3,520,400
94,012,500
$176,020,400

$78,487,500
1,743,825
$76,743,675

$76,743,675
(150,000)
{10,010,632)
$66,583,043
1.65%
$1,098,620
0
(196,819)
(414,000)
. (605,475)
($117,674)

After

_Conversion

$5,410,158
$5,744,527

After

Conversion

$130,305,918
$130,305,918

After

Conversion

$840,059,099

(1) Includes ESOP purchases equal to 8.36% of the offering, and stock program purchases equal to

4.40% of the offering.
(2) ESOP stock amortized over 10 years, and amortization expense is tax effected at 40%. .

(3) Stock programs amortized over 5 years, and amortization expense is tax effected at 40%.

(4) Option valuation based on Black-Scholes model, 10 year vesting, and assuming 25% taxable.




Exhibit IV-11
PRO FORMA EFFECT OF CONVERSION PROCEEDS

United Bank, West Springfield, MA

At the Supermaximum Value

Market Value of Shares Sold In Offering:
Market Value of Shares Issued to Foundation:
Market Value of Shares Issued to MHC:

Total Market Value of Company:

Offering Proceeds of Shares Sold In Offering

‘Less: Estimated Offering Expenses
Net Conversion Proceeds

Estimated Additional Equity and Income from Offenng Proceeds

Net Conversion Proceeds
Less: Cash Contribution to Foundation:
Less: Non-Cash ESOP/MRP Purchases (1)
Net Proceeds Reinvested
Estimated net incremental rate of retum
Eamings Increase
Less: Estimated cost of ESOP borrowings
Less: Amortization of ESOP borrowings(2)
Less: Stock Programs Vesting (3)
Less: Option Plan Vesting (4)

Net Eamnings Increase

Pro Forma Eamings

12 Months ended December 31, 2004 (reported)
12 Months ended December 31, 2004 (core)

Before
Pro Forma Net Worth Conversion
December 31, 2004 $62,254,715
December 31, 2004 (Tangible) $62,254,715
Before
Pro Forma Assets Conv_ersion
' December 31, 2004 $772,007,896

. Net
Before Earnings
Conversion Increase
$5,5627,832 ($132,418)
$5,862,201 ($132,418)
Net Cash Tax Benefit
Proceeds of Foundation
$76,746,678  $1,679,384
$76,746,678 - $1,679,384
Net Cash Tax Beneﬁt
- Proceeds of Foundation
$76,746,678  $1,679,384

$90,260,630
4,048,460
108,114,380

$202,423,470

$90,260,630
1,851,724
$83.408.906

$88,408,906
(150,000)
(11,512,228)
$76,746,678
1.65%
$1,266,320 -
(226,342)
(476,100)

(696,296)
($132,418)

After

Conversion -

$5,395,414
$5,729,783

After

‘Conversion -

$140,680,778

After

Conversion

$850,433,959

(1) Includes ESOP purchases equal to 8.36% of the offering, and stock program purchases equal to

4.40% of the offering.

(2) ESOP stock amortized over 10 years, and amortlzatlon expense is tax effected at 40%.

(3) Stock programs amortized over 5 years, and amortization expense is tax effected at 40%.
(4) Option valuation based on Black-Scholes model, 10 year vesting, and assuming 25% taxable.

/
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RP Financial, LC.

| Flrm Qualifications Statement



RP® FINANCIAL, LC.
Financial Services Industry Consultants

FIRM QUALIFICATION STATEMENT

Financial provides financial and management consulting and valuation services to the financial services industry nationwide,
articularly federally-insured financial institutions. RP Financial establishes long-term client relationships through its wide array of
services, emphasis on quality and timeliness, hands-on ‘involvement by our principals and senior consulting staff,-and careful
structuring of strategic plans and transactions. RP Financial's staff draws from backgrounds in consulting, regulatory agencies and
investment banking, thereby providing our clients with considerable resources.

STRATEGIC AND CAPITAL PLANNING

RP Financial's strategic and capital planning services are designed to provide effective workable plans with quantifiable results. RP
Financial analyzes strategic options to enhance shareholder value or other established objectives. Our planning services involve
conducting situation analyses; establishing mission statements, strategic goals and objectives; and 1dent1fy1ng strategies for
enhancement of franchise value, capital management and planning, earnings improvement and. operational issues. Strategy
development typically includes the following areas: capital formation and management, asset/liability targets, profitability, return
on equity and market value of stock.” Our propnetary financial simulation model provides the basis for evaluating the financial
impact of alternative strategies and assessing the feasxblhty/companblhty of such strategies with regulatlons and/or other
guidelines.

MERGER AND ACQUISIT ION SERVICES

RP Financial's merger and acquisition (M&A) services include targetmg candidates and potenual acquirors, assessing acquisition
merit, conducting detailed due diligence, negotiating and structuring transactions, preparing merger business plans and financial
. simulations, rendering faimess opinions and assisting in implementing post-acquisition strategies. Through our financial
simulations, comprehensive in-house data bases, valuation expertise and regulatory knowledge, RP Financial's M&A consulting
focuses on structuring transactions to enhance shareholder returns.

VALUATION SERVICES

RP Financial's extensive valuation practice includes valuations for' a variety of purposes including mergers and acquisitions,

.mutual-to-stock conversions, ESOPs, subsidiary companies, mark-to-market transactions, loan and servicing portfolios, non-traded
securities, core deposits, FAS 107 (fair market value disclosure), FAS 122 (loan servicing rights) and FAS 123 (stock options), Our
principals and staff are highly experienced in performing valuation appraisals which conform with regulatory guidelines and
appraisal industry standards. RP Financial is the nation's leading valuatlon firm for mutual-to-stock conversxons of thrift
institutions.

OTHER CONSULTING SERVICES AND DATA BASES

RP Financial offers a variety of other services including branching strategies, feasibility studies and special research studies, which
are complemented by our quantitative and computer skills. RP Financial's consulting services are aided by its in-house data base
resources for commercial banks and savings institutions and proprietary valuation and financial simulation models.

RP Financial's Key Personnel

‘Gregory E. Dunn, Senior Vice President
James P. Hennessey, Senior Vice President
James J. Oren, Senior Vice President
William E. Pommerening, Managing Director
Ronald S. Riggins, Managing Director

Washington Headquarters

Rosslyn Center Telephone: (703) 528-1700
1700 North Moore Street, Suite 2210 . Fax No.: (703) 528-1788
Arlington, VA 22209 Toll-Free No.: (866) 723-0594

www.rpfinancial.com E-Mail: mail@rpfinancial.com




