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3040 March 5, 2007

Joseph J. Bradley

Muldoon Murphy & Aguggia LLP
5101 Wisconsin Ave, NW
Washington, DC 20016

Re:  Hometown Bancorp, Inc
Incoming letter dated February 20, 2007

Dear Mr. Bradley:

This 1ettc|3r 1§ to inform you that your written request for a continuing hardship exemption,
as provided in Riule 202 of Regulation S-T, has been

I
Granted Denied

X

for the statistical information only of Exhibit 99.1, Valuation Appraisal Report to Form SB-2.
All written pornons must be EDGARized. Please include the following notation at the top of
your document, u“In accordance with Rule 202 of Regulation S-T, this (specify document) 1s
being filed in paper pursuant to a continuing hardship exemption” and also mclude a copy of this

letter.
Since:reli',

|

I Herbert D. Scholl

: EDGAR and Information Analysis
| Division of Corporation Finance

|
|
|
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Introduction

Hometown Blancorp, Inc. (the “Mid-tier™), 1s offering for sale shares of its common. The shares
being 01"feredI represent 45.00% of the shares of common stock of the Mid-tier that will be
outstanding flollowing the stock offering. After the stock offering, 55.00% of the Mid-tier
outstanding shares of common stock will be owned by Hometown Bancorp, MHC (the “MHC”),
the federally—*chartered mutual holding company parent. The Mid-tier is the holding company for
the Bank. This report represents FinPro, Inc.’s (“FinPro™) independent appraisal of the estimated
pro forma market value of the common stock (the “Common Stock”) of Hometown Bancorp, Inc.
(hereafter referred to on a consolidated basis as the “Bank™).

In compiling|the pro formas, FinPro relied upon the assumptions provided by the Bank and its

agents. The pro forma assumptions are as follows:

45 00% of the total shares will be sold to the depositors and pubilic,

the stock will be issued at $10.00 per share,

the conversion expenses will be $695 thousand,

thlere will be an ESOP equal to 3.92% of the total shares funded internally, amortized

over 20 years straight-line,

. there will be an MRP equal to 1.92% of the total shares, amortized over 5 years
stralght-lme

. thlere will be a Stock Option Plan equal to 4.9% of the total shares, expensed at $3.10
per option over 5 years straight-line,

. the tax rate is assumed at 39.00%, and

. the net proceeds will be invested at the one-year treasury rate of 4.99%, pre-tax.

It is our unde1rstanding that the Bank will offer its stock in a subscription and community offering
to Eligible Account Holders, to the Employee Plans and to Supplemental Eligible Account
Holders of thle Bank. This appraisal has been prepared in accordance with Regulation 563b.7 and
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”) which have been adopted in practice by the Federal Deposit Insurance Corporation
(“FDIC”), including the most recent revisions as of October 21, 1994, and applicable regulatory
interpretations thereof.
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In the course of preparing our report, we reviewed the Bank’s audited financials for the years
ended Decem‘lber 31, 2005 and December 31, 2006. We also reviewed the registration statement
on Form SB-2 as filed with the Securities and Exchange Commission (“SEC”). We have
conducted due diligence analysis of the Bank and held due diligence related discussions with the
Bank’s Management and Board, Sandler O’Neill & Partners, L.P. (the Bank’s underwriter), and
Muldoon Mui’phy & Aguggia, LLP (the Bank’s special counsel). The valuation parameters set
forth in the appraisal were predicated on these discussions but all conclusions related to the
valuation werte reached and made independent of such discussions.

Where appropriate, we considered information based upon other publicly available sources,
which we beljieve to be reliable; however, we cannot guarantee the accuracy or completeness of
such information. We visited the Bank’s primary market area and reviewed the market area’s
economic cor'xdition. We also reviewed the competitive environment in which the Bank operates
and its relative strengths and weaknesses. We compared the Bank’s performance with selected
publicly traded thrift institutions. We reviewed conditions in the securities markets in general
and 1n the market for savings institutions in particular. Our analysis included a review of the
estimated effects of the Conversion of the Bank on the operations and expected financial
performance as they related to the Bank’s estimated pro forma value,

In preparing our valuation, we relied upon and assumed the accuracy and completeness of
financial and other information provided to us by the Bank and its independent accountants. We
did not indep?ndently verify the financial statements and other information provided by the Bank
and 1ts independent accountants, nor did we independently value any of the Bank’s assets or
liabilities. Tl}is estimated valuation considers the Bank only as a going concern and should not
be considered as an indication of its liquidation value.

Our va]uatioln is not intended, and must not be construed, to be a recommendation of any
kind as the advisability of purchasing shares of Common Stock in the stock issuance.
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 stock issuance will
thereafter be able to sell such shares at prices related to the foregoing valuation of the pro
forma markét value thereof. FinPro is not a seller of securities within the meaning of any
federal or state securities laws. Any report prepared by FinPro shall not be used as an

offer or solicitation with respect to the purchase or sale of any securities.
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The estimatec‘i valuation herein will be updated as appropriate. These updates will consider,
among other factors, any developments or changes in the Bank’s financial condition, operating
performance, management policies and procedures and current conditions in the securities
market for thrift institution common stock. Should any such developments or changes, in our
opinion, be material to the estimated pro forma market value of the Bank, appropriate
adjustments to the estimated pro forma market value will be made. The reasons for any such
adjustments will be explained at that time.
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1. Overview and Financial Analysis

i
GIENERAL OVERVIEW

As of December 31, 2006, the Bank had $117.4 million in total assets, $104.5 million in
deposits, $97.|8 million in net loans and $8.5 million in equity. The following table shows the
Bank’s facilitlies as of December 31, 2006.

) FIGURE 1 — CURRENT FACILITIES LIST

! Owned Date of Net Book Value of Properties
[ Or Lease or Leasehold Improvements
Location: Leased Expiration at 12/31/06
i {$000s)
Main Office:
12 Main Street
Walden, Ne‘:v York 12586 Owned $1,206
Branches: '
201 Ward Stlreet, Suite L
Montgomery, New York 12549 Leased October 1, 2011 6
|
288 Larkin ];)rive
Monroe, New York 10950 Leased October 31, 2015 120
2 Sanatoriur:n Avenue, Suite 2
Otisville, New York 10963 Leased November 1, 2014 85
785 Route 17M
Monroe, Ne;w York 10950 Leased June 1, 2021 133
Other Properties
(Loan Center)
74 W, Main|Street
Walden, New York 12586 Owned 532
{(Loan Annex)
& Main Strelet
Walden, New York 12586 Owned 83

Source: OfftTring Prospectus
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¥

|
HISTORY AND OVERVIEW

Hometown B;'mcorp is a federally chartered savings and loan holding company established in
2006 to be the holding company for Walden Federal. Hometown Bancorp’s business activity is
the ownership of the outstanding capital stock of Walden Federal. Hometown Bancorp does not
own or lease any property but instead uses the premises, equipment and other property of Walden
Federal with tlhe payment of appropriate rental fees, as required by applicable law and
regulations, under the terms of an expense allocation agreement. In the future, Hometown
Bancorp mayacquire or organize other operating subsidiaries; however, there are no current

plans, arrangements, agreements or understandings, written or oral, to do so.

Walden Federal is a federally chartered savings association originally founded in 1919. The Bank
operates as a community-oriented financial institution offering financial services to consumers
and businesses in its market area. The Bank attracts deposits from the general public and use
those funds to originate one- to four-family real estate, multifamily and commercial real estate
loans and conlstruction, land, commercial and consumer loans, which, with the exception of long-
term (over 10| years) fixed-rate one- to four-family real estate loans, the Bank primarily holds for
investment. In addition, a segment of the Bank’s lending business involves the purchases and
sales of loan I:Jarticipation interests. The Bank also offers insurance and investment services

through Wald|en Federal.
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ST

RATEGIC DIRECTION

The Bank’s mission is to operate and grow a profitable community-oriented financial institution.

The Bank plans to achieve this by executing its strategy of:

* Pursuing opportunities to continue to increase and diversify the lending portfolio;

* Increasing core deposits through aggressive marketing and the offering of new deposit

products;

* Expanding the branch network and lending and deposit operators;

* Continuing to use conservative underwriting practices to maintain the high quality of the loan

portfolio;

¢ Providing

and

superior service to attract and retain customers.
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I
| BAL:ANCE SHEET TRENDS
f

The Bank’s balance sheet increased by $19.2 million, or 19.53%, from $98.2 million at
December 31‘r 2005 to $117.4 million at December 31, 2006.

1
Equity has increased $756 thousand from $7.8 million at December 31, 2005 to $8.5 million at
December 3 IL 2006. The equity to assets ratio i1s currently 7.26%.

FIGURE 2 - ASSET AND RETAINED EARNINGS CHART

$140,000 | T $9,000

$120,000 | + S1741 T 58000

$98,229 - $7,000
2 $100,000| + -
B - $6,000 B
% 3
5 $580,000| + L $5,000 3
< £
£ £
»  $60,000 + - $4.000
o >
2 | - $3,000 2
< $40,000, T Z

- $2,000

$20.000) ¢ - $1,000

$0/ - - 50

| Dec-05 Dec-06

Source: Offering Prospectus
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The following tables set forth certain information conceming the financial position of the Bank at

the dates indicated.

FIGURE 3 - KEY BALANCE SHEET DATA

At December 31,

$ in thousands 2006 2005
Selected Financial Condition Data:
Assets b 117,413 § 98,229
Investment securities ’ 12,041 5,383
Loans receivable, net 97,833 82,945
Deposits | 104,518 89,435
Borrowings 2,525 -
Total stockholders' equity 8,520 7,764
Source: Offering Prospectus
FIGURE 4 - KEY RATIOS
At December 31,
! 2006 2005
Selected Financial Ratios and Other Data:
Performance Ratios:
Return on average assets 0.78% 0.7%9%
Return on average equity 10.77% 9.70%
Interest rate spread 4.40% 3.05%
Net interes? margin 4.92% 541%
Nonimeres‘t income to average assets 1.45% 1.35%
Noninterest expense to average assets 4.80% 5.12%
Efficiency 1;'atio 78.20% 78.19%
Average interest-earning assets to average interest-bearing liabilities 123.70% 126.92%
Average equity 10 average assets 7.24% 8.10%
1
Capital Ratios:
Tangible Capital 7.13% 7.95%
Core Capital 7.13% 7.95%
Total risk-based capital 11.15% 11.84%
«‘
Asset Quality Ratios:
Non-performing loans to total loans 0.45% 0.10%
Allowance‘for loan losses to non-performing toans 141.91% 639.76%
Net charge-offs (recoveries) to average outstanding loans during the period 0.01% 0.00%
Allowance for net charge-ofTs to total loans 0.64% 0.64%
\
Other Dal}‘l:
Deposit Accounts 12,225 11,772
Number of full service offices 5 4

Source: Offering Prospectus

|
|
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LOAN PORTFOLIO

The Bank’s loan portfolio has increased by $14.9 million from December 31, 2005 to December

31, 2006, however, as a percent of assets, the loan portfolio has decreased from 84.44% to

83.32%, respectively.

$120,000

$100,000

$80,000

$60,000

% in thousands

$40,000

Loans receivable, net

$20,000

30

s [~

FIGURE 5 - NET LOANS RECEIVABLE CHART

$82.945

Dec-05

Source: Offering Prospectus

$97,833
)

B Loans receivable, net

=c=Net loans to assets

Dec-06

+ 100.00%
T 90.00%

-+ 80.00%

- 70.00%
- 60.00%

- 50.00%

- 40.00%
+ 30.00%

- 20.00%
- 10.00%

— 0.00%

Net loans to assets ratio
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|
The loan portfolio has increased substantially since December 31, 2005. The mix has been

. [
consistent over the last twelve months.

l § in thousands

FIGURE 6 - LoaN Mix

At December 31,

2006

2005

Amount Percent

Amount Percent

Real esate loans:
Residential
Construction
Multi-family and commercial real estate
Land
Total real estate loans
Commercial Iqans
Consumer loans:
Home equity lines of credit
Other
Total consumer loans
Total Ioalns

|
Deferred loan ifees
Allowance foq loan losses
Net loans held for investment

40,807  41.95%
10,760  11.06%
15038  16.38%

7,648 7.86%

$

35,334 42.35%
9,542 11.44%
12,625 15.13%
5,190 6.22%

75,153 77.25%
10,163 10.45%

11,381 11.70%
583 0.60%

62,691  75.15%
9,508  11.40%

10,742 12.88%
485 0.58%

11,964 12.30%
67,280  100.00%

(623)
96,665

11,227 13.46%
83,426  100.00%

(1)
(531)
82.864

|

Source: iOffering Prospectus
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The largest component of the loan mix, 42%, is 1-4 family mortgages. The remainder of the mix

1s diverse wit

Source: Offerin

T

. -
Construction

| -

h the largest piece being multi-family and commercial real estate loans.

FIGURE 7 - LOAN Mix AT DECEMBER 31, 2006

Multi-family and
commercial real estate

16%
l Land

/3%

11%

Commercial loans

10%

Home equity lines of
credit

/ 12%
e Other

Residential .~ 1%
42%

g Prospectus
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INVESTMENTS

The investment portfolio increased $6.8 million between December 31, 2005 and December 31,

2006.

14,000 +

$12,000 +

$10,000 -+

$8,000 -+

36,000 +

% in thousands

$4,000 -+

$2,000 +

$0

FIGURE 8 - SECURITIES CHART

Dec-05

312,274

Dec-06

Note: Securities designated AFS were shown at market value and securities designated HTM were shown at

amortized cost.

Source: Offering Prospectus
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|NVEST|MENTS AND MORTGAGE-
BlACKED SECURITIES
The following table provides the Bank’s investment portfolio.
FIGURE 9 - INVESTMENT Mix
At December 31,
2006 2005
Amortized Fair Amortized Fair
$ in thousands Cost Value Cost Value
Securities available-for-sale:
U.S. Government and agency obligations S 1,000 3§ 997 - 3 -
Mutual Funds - - 3,026 2,952
FHLB stock 233 233 108 108
Total securities|available-for-sale 1,233 1,230 3,134 3,060
Securities Held-to-Maturity
Us. Governrnenlt and agency obligations 9,475 9,460 1,500 1,460
Mortgage-backed securities 1.569 1,556 911 899
Total securities held-to-maturity 11,044 11,016 2,431 2,359
Total securities 5 12,277 § 12,246 5565 5 5419

Source: Offering Prospectus
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ASSET QUALITY
The Bank’s level of nonperforming assets increased in 2006. At December 31, 2006,
nonperforming assets were $439 thousand, or 0.37% of total assets.
FIGURE 10 - ASSET QUALITY CHART
$600 0.37% T 0.40%
$500 -
) Mg
> + 0.30%
[ a
Z  $400 + 5
s & <<
_Fé § 5305 E
g 33300 + 1020% =
= s
Q= 2
) ot}
% $200 + é
1
= z
= . T 0.10%
$100 1 Nonperforming Assets
==NPAs to Pd End Assets
3o + 0.00%
Dec-05 Dec-06

Source: Offering Prospectus
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| FIGURE 11 - NONPERFORMING LOANS

‘ 5 in thousands

At December 31,

At December 31, 2006, the Bank’s nonperforming loans to total loan ratio was 0.45% and the
nonperforming assets to total assets ratio was 0.37%.

2006 2005
Non-accrual loans:
One»[(')-four family real estate 199 83
Construction - -
Multiifamily and Commercial real estate 191 -
Land - -
Commercial business 49 -
Consumer - -
Total 439 83
Real estate owned - 222
Other n{mperforming loans - -
Total nonperforming assets 439 305
Troublerll debt restructuring - -
Troubled debt restructuring and total nonperforming assets 439 305
Ratios:
Total nonperforming loans to total loans 0.45% 0.10%
Total nonperforming loans to total assets 0.37% 0.08%
Total nonperforming assets to total assets 0.37% 0.31%

Source:} Offering Prospectus
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The ALLL inlcreased $92 thousand from December 31, 2005 to December 31, 2006. The Bank’s
ALLL to loans ratio remained constant at 0.64% over the same time period.

FIGURE 12 - ALLOWANCE FOR POSSIBLE LOAN AND LEASE LOSSES CHART

$700 - + 0.70%
- $623
— -
$600 - + 0.60%
$531
$500 1t ‘ R | T 0.50%
, § $400 1t 3 S : L 040% 5
. ) - , =
=) N . ;
= $300 A _ \ , - 030% =
-] * .t :
$200 i 4 0.20%
[CJALLL
3100 ‘ S =a= ALLL to Loans T 0.10%
$0 e : : 0.00%
' Dec-05 Dec-06

Source: Offering Prospectus
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I
FUNDING COMPOSITION

Deposits have increased $15.1 million from December 31, 2005 to December 31, 2006.
' Borrowings increased to $2.5 million since December 31, 2005.

FIGURE 13 - DEPOSIT AND BORROWING TREND CHART

$120,000 A

$104,518

5 $100,000 +

$89,435

$80,000 H

$60,000

340,000

B Total Deposits
B Borrowed Funds

320,000

50

$2,525

Sg-

Dec-05 Dec-06

Source: Qffering Prospectus

$ in thousands
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The following chart illustrates the Bank’s deposit mix as of December 31, 2006. The largest

: | o . .
portion of the deposit mix is certificates of deposit.

FIGURE 14 - DEPOSIT MiX

Certificates of deposit
48%

Savings accounts _/

13% ' - 18%
Money market j Interest-bearing
accounts demand deposits
15% 6%

Source: Offering Prospectus

\_Noninterest-bearing
demand deposits
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ASSETIILIABILITY MANAGEMENT

The following chart provides the Bank’s net portfolio value and changes in NPV based upon
various interest rate shock scenarios.

FIGURE 15 — INTEREST RATE RISK

Net Portfolio Value Net Portfolio Value as % of
Portfolio Vatue of Assets
Change in Interest Rates $ Amount $ Change % Change NPV Ratio Change
(basis points) (Dollars in thousands)

+300 bp 5 11,794 % (2,686) -18.5% 0.81% (193) bp
+200 b'p 12,971 {1,509} -10.4% 10.68% (107) bp
+100 b'p 13,887 (593) -4.1% 11.33% (41) bp

0 bp | 14,480 - 0.0% 11.74% -
-100 bp 14,420 (60) -3.4% 11.68% (6) bp
-200 bp 14,606 126 0.9% 11.80% 6 bp

Source: Offering Prospectus
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At December
capital ratios

NET WORTH AND CAPITAL

FIGURE 16 - CAPITAL ANALYSIS

31, 2006, the Bank had capital in excess of the minimum requirements for all

Bank Level At December 31, 2006
Regulatory Capital Position Amount Percentage of
(3000's) Assets
GAAP Capital 8,373 7.13%
Tier 1 (Corfls) Capital (to Average Assets)
Capital Level 8,375 7.13%
Requirement 1.761 1.50%
Excess 6,614 5.63%
Tier 1 (Corel) Capital (to Risk-Weighted Assets)
Capital Level 8.375 7.13%
Requirement 4,697 4.00%
Excess 3,678 3.13%
Total Capital (to Risk-Weighted Assets)
Capital Level 8,998 11.15%
Requirement 6,455 8.00%
Excess | 2,543 3.15%

Source: Offering Prospectus
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INCOME AND EXPENSE TRENDS

The Bank’s net income increased $136 thousand between the twelve months ended December
31, 2005 and|the twelve months ended December 31, 2006. The increase was primarily
attributable to an increase of $441 thousand in net interest income and a $359 thousand increase
in noninterest income. The increase in noninterest income is partially due to the sale of assets.
Noninterest expense increased $626 thousand, partially offsetting the gains in net interest income
and noninterest income.

FIGURE 17 - NET INCOME CHART
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$900 - $863
$800 $727
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Source: Offering Prospectus
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The following table provides FinPro’s calculation of the Bank’s core net income for the twelve
months endeh December 31, 2006.

Source:

FIGURE 18 — CORE NET INCOME CALCULATION

For the Twelve
Months Ended
Unaudited December 21, 2006
($000's)
Net Income $ 863
Pre-Tax Adjustments:
Losses on Sale of Securities 77
(Gain on Sale of OREQ -383
Total Adjustments -306
Tax Impact (39%) -119
After-Tax Adjustments -187
Core Net Income 3 676
Core ROAA 0.61%
Core ROAE 8.34%

Offering Prospectus and discussions with Bank Management
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The net interest spread and margin decreased between the twelve months ended December 31,

2005 and the

twelve months ended December 31, 2006.

FIGURE 19 - AVERAGE YIELDS AND COSTS

Year Ended December 31,

2006 2005
Average Interest & Yield/ Average Interest & Yield/
S in th ds Balance Dividends Cost Balance Dividends Cost
Assets:

Loans s 89,188 § 6,768 7.59%| 3 78460 S 5,613 7.15%
Securities 12,717 551 4.33% 6,323 183 2.89%
Other interest-eaming assets (1} 3,561 175 4.87% 2,957 120 4.06%

Total interesi-earning assets 105,496 7.494 7.10% 87,740 5916 6.74%
Noninterest-earning assets 5,228 4816

Total assets S 110,724 3 92,536

Liabilities & Equllty:

Interest-bearing demand deposits g 6,573 15 0.23%1 § 6,128 13 0.21%
Money market accoutns 18,943 482 2.54% 17,903 278 1.55%
Savings accounts 15,000 74 0.49% 16,328 80 0.49%
Certificates of deposit 42,708 1,627 3181% 27,688 753 2.72%
Borrowings 1,968 105 5.34% 1,083 42 3.88%
Total interest-bearing deposits 85,282 2,303 2.70% 69,130 1,166 1.69%

Total interest-bearing Liabilities
Noninterest-bearing demand deposits (1) 16,207 15,003
Other noninterest-bearing liabilities i,219 835

Total liabilities 102,700 85,058
Retained Eamings 8,015 7,498

Total liabilities|and retained earnings $ 110,724 3 92,556
Net interest inco:lne 3 5,191 3 4,750
Interest rate spre:lid 4.40% 5.05%
Net interest margin 4.92% 5.41%
Average interest-eamning assets 1o

average interesi-bearing liabilities 123.70% 126.92%

Source: Offering Prospectus
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Interest rate spread decreased 65 basis points between the twelve period ended December 31,
2005 and the|twelve month period ended December 31, 2006. The decrease was attributable to a
larger increase in the cost of interest-bearing liabilities relative to the increase in the yield on

average earnings assets. Margin decreased by 49 basis points over the same time period.

6.00% -
[5.41%

FIGURE 20 - SPREAD AND MARGIN CHART

5.00% |

4.92%
*
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2.00% ~+

1.00% +

4.40%

== Spread
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0.00%
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Source: Offering Prospectus
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The Bank’s net income increased $136 thousand between the twelve months ended December

31, 2005 and

the twelve months ended December 31, 2006. The increase was primarily

attributable to an increase of $441 thousand in net interest income and a $359 thousand increase

1n noninteres
Nomninterest €

t income. The increase in noninterest income is partially due to the sale of assets.
xpense increased $626 thousand, partialty offsetting the gains in net interest income

and noninterest income.

FIGURE 21 - INCOME STATEMENT TRENDS

Year Ended December 31,

$ in thousands 2006 2005
Selected Operating Data: {(Unaudited)

Interest income $ 7,494 § 5916
Interest exlpense 2,303 1,166

Net inte:rest income 5,191 4,750
Provision for loan losses 102 99
Net interest income after provision for loan losses 5,089 4,651
Noninterest income 1,607 1,248
Nonintcreslt expense 5,316 4,690
Income before expenses and taxes 1,380 1,209
Income taxes 517 482
Net income 3 863 § 727

Source: Offering Prospectus
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The Bank’s core ROAA and ROAE for the twelve month period ended December 31, 2006 were
0.61% and 8.!34%, respectively. The Bank’s profitability for the twelve month period ended

December 31, 2006 was skewed by a $77 thousand loss on sale of securities and a $383 thousand
gain on sale (I)f OREO.

FIGURE 22 - PROFITABILITY TREND CHART
0.80% g 5 12.00%
|
0.70% -+ —
+ 10.00%
0.60% -
0.50% + 8.00%
. (s I
« w
§ 0.40% - 1 6.00% §
0.30% +
4 4.00%
0.20% -
- ROAA - 00%
0.10% -+ —— ROAE it
0.00% - 0.00%
Dec-05 Dec-06

Source: Offerin

g Prospectus

For the Twelve Months Ended
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LEGAL PROCEEDINGS

Periodically, there have been various claims and lawsuits against the Bank, such as claims to
enforce liens, condemnation proceedings on properties in which the Bank holds secunty interests,
claims involvling the making and servicing of real property loans and other issues incident to the
Bank’s business. The Bank is not a party to any pending legal proceedings that the Bank believes
would have a| material adverse effect on the Bank’s financial condition, results of operations or
cash flows.

SUBSIDIARIES

The only sub‘lsidiary of Hometown Bancorp is Walden Federal. Walden Federal has two active
wholly owned subsidiaries, Ever-Green Financial Services, Inc. (“Evergreen”) and Valley
Services Inc. I(“Valley Services”), both of which are New York corporations. Evergreen was
formed in 1984. Evergreen’s sole business activity is a 50% ownership interest in Evergreen Title
Agency LLC! Valley Services was formed in 1999 to hold real estate owned.
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2. Market Area Analysis

The following tables provide deposit and demographic data for Orange County, New York.

FIGURE 23 — DEPOSIT AND DEMOGRAPHIC DATA FOR ORANGE COUNTY

Source: ESRI

Market: Orang'e' NY Deposit Data as of 6/30/2006
Deposits Summary. __~_~ _ e
{Deposit data in $000)
6/2002 6/2003 6/2004 6/2005 6/2006 CAGR(%)}
Bank Deposits 3,728,265 4,234,764 4,343,298 3,930,460 3,810,082 0.54
Thrift Deposits 340,541 341,345 505,761 883,055 03,419 2762
Savings Bank Deposits 154,593 173,988 194,259 196,511 220,363 9.27
Credit Union Depé}sits 132,308 149,120 158,116 161,152 165,230 5.71
Total Deposits 4,223,399 4,750,097 5,043,318 5,010,026 4,933,864 3.96
DemographiclData . _ __ - S,
Base Current Projected % Change % Change
2000 2006 2011 2000-2006 2006-2011
Total Population: 341,367 380,896 417,726 11.58 9.67
0-14 Age Group|(%}: 24 23 22 457 5.50
15-34 Age Group (%}): 26 26 27 11.82 14 .06
35-54 Age Group (%) ch| 30 28 7.92 2.48
55+ Age Group (%): 18 21 23 2673 19.07
Total Households: 114,788 127,007 139,484 10.64 982
$0-24K Househcl;lds (%): 22 17 14 -15.10 -9.27
$25-50K Housel;loids (%) 28 21 17 -10.83 -7.43
$50K+ Households {%): 53 63 69 31.66 20.57
Average Household Income: 62,848 80,240 98,256 27.67 2245
Median Household Income: 52,419 64,738 77,989 23.50 2047
Per Capita Incornle: 21,597 27,276 33,333 26.30 22.21

Source: SNL Selacurities
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3. Comparisons with Publicly Traded Thrifts

INTRODUCTION

This section presents an analysis of the Bank’s operations against a selected group (“Comparable
Group”) of plublicly traded Mutual Holding Companies (“MHCs”). The Comparable Group was
selected based upon similarity of characteristics to the Bank. The Comparable Group multiples
provide the basis for the valuation of the Bank.

Factors that influence the Bank’s value such as balance sheet structure and size, profitability,
income and elxpense trends, capital levels, credit risk, and recent operating results can be
measured against the Comparable Group. The Comparable Group’s current market pricing,
coupled with|the appropriate aggregate adjustment for differences between the Bank and the
Comparable Group, will then be utilized as the basis for the pro forma valuation of the Bank’s to-
be-1ssued common stock.

SELECTION CRITERIA

The goal of the selection criteria process is to find those institutions with charactenstics that most
closely match those of the Bank. In an ideal world, all of the Comparable Group would contain
the exact characteristics of the Bank. However, none of the Comparables selected will be exact
clones of the(Bank.

Based upon our experience, FinPro has determined that MHCs trade at materially different levels
relative to fully converted thrifts due to the unique ownership structure. The primary differences
between MHCs and fully converted institutions are that MHCs contain a minority interest and
have the potential for a second step. In addition, MHCs have the potential for a remutualization
transaction. Due to these differences, MHC trading multiples are substantially different than
fully convcrt!f:d trading muitiples. FinPro conciuded that the appropriate Comparable Group
should be comprised of liquidly traded MHCs.
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As of the date of this appraisal, there are a total of 40 MHCs traded on the NYSE, NASDAQ or
AMEX. FinPro limited the Comparable Group to institutions whose common stock is listed on a
major exchange, since these companies tend to trade regularly. FinPro believes that thrifts that

trade over—thF-counter or as pink sheets are inappropriate for the Comparable Group, due to
irregular trading activity and wide bid/ask spreads, which may skew the trading value and make
trading multiples less reliable as an indicator of value.

To begin the screening process, FinPro excluded institutions that have recently converted, as the
earnings of newly converted institutions do not reflect a full year’s benefit from the reinvestment
of proceeds, and thus the price/earnings multiples and return on equity measures for these
institutions tend to be skewed upward and downward, respectively. As such, the 8 institutions
that convertetl:i after March 5, 2006 were eliminated.

Of the remaining 32, FinPro then eliminated 19 of the institutions with assets in excess of $445
million as these entities have greater financial and managerial resources and a broader branch

network. FinPro eliminate one which was outside the Northeast region and had assets greater
than $400M.

This results in a total of 12 Comparables. FinPro review the recent performance and news
releases of these twelve companies and removed Alliance Bancorp, Inc of Pennsylvania as it
recently completed a follow on stock offering. As a result, the following eleven companies were
selected for the comparable group.

FIGURE 24 - COMPARABLE GROUP

Corporate
Number
of IPC
Ticker  Short Name Exchange City State  OiTices Date
Comparable Thrifi Data
BFSB Brooklyn Federal Bancorp, Inc. (MHC) NASDAQ Brooklyn NY 4 04/06/2005
COBK Col?nial Bankshares, Inc. (MHC) NASDAQ Bridgeton NJ 6 06/30/2005
FFCO FedFirst Financial Corp. (MHC) NASDAQ Monessen PA 8 04/07/2005
Gov Goulvemeur Bancorp, Inc. (MHC) AMEX Gouverneur NY 2 03/23/1999
GCBC Gretlane County Bancorp, Inc. (MHC) NASDAQ  Carskill NY 8 12/30/1998
NVSL Naulgatuck Valley Financial Corp. (MHC) NASDAQ Naugatuck CT 9 10/01/2004
ONFC Onellida Financial Corp. (MHC) NASDAQ Oneida NY 10 12/30/1998
CHEV Cheviot Financial Corp. (MHC) NASDAQ Cincinnati OH 7 01/06/2004
JXSB Jack:sonville Bancorp, Inc. (MHC) NASDAQ Jacksonville IL 8 04/2171995
KFFB Kentucky First Federal Bancorp {(MHC) NASDAQ Hazard KY 1 03/03/2005
PBHC Pathfinder Bancorp, Inc. (MHC) NASDAQ Oswego NY 8 11/16/2005
Hometown Bancorp, Inc. Walden NY 5
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BAISIS FOR COMPARISON

MHCs have (Ih'fferent percentages of minority ownership. In order to adjust for this factor, all of
the Comparables’ pricing multiples are represented as if the MHC undertook a second step, based
upon standardized assumptions. These multiples will be referred to as “fully converted” pricing
multiples.

OVERVIFW OF THE COMPARABLES

The members of the Comparable Group were reviewed against the Bank to ensure comparability
based upon the following criteria:

1.  Asset size

2. Profitability

3. Capital Level

’4. Balance Sheet Mix
5. Operating Strategy

6.  Date of conversion

1. Asset Size The Comparable Group should have a similar asset size to the Bank. The
Comparable Group ranged in size from $132.2 million to $443.1 million in total assets with a
median of $312.3 million. The Bank’s asset size was $117.4 million as of December 31, 2006.
On a pro fonlna basis, the Bank’s assets are projected to be $123.8 million at the midpoint of the
estimated value range.

2. Praﬁtabililty The Comparable Group had a median ROAA of 0.45% and a median
ROAE of 4.49% for the last twelve months. The Comparable Group profitability measures had a
dispersion about the mean for the ROAA measure ranging from a low 0f 0.15% to a high of
1.35%, while: the ROAE measure ranged from a low of 0.35% to a high of 7.67%. The Bank had
a core ROAA of 0.61% and a core ROAE of 8.34% for the twelve months ended December 31,
2006. On a pln'o forma basis, the Bank’s core ROAA and core ROAE are 0.64% and 5.22%,
respectively.

3. Capital Lelvef The Comparable Group had a median equity to assets ratio of 13.21% with
a high 0f 23.87% and a low of 6.92%. At December 31, 2006, the Bank had an equity to assets
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ratio of 7.26%. On a pro forma basis, at the midpoint, the Bank would have an equity to assets
ratio of 12.01%.

4. Balance Sheet Mix At December 31, 2006, the Bank had a net loan to asset ratio of 83.32%.
The median loan to asset ratio for the Comparables was 64.87%, ranging from a low 0f 51.92%
to a high of 82 95%. On the liability side, the Bank’s deposit to asset ratio was 89.02% at
December 31 2006 while the Comparable median was 69.91%, ranging from 50.62% to 87.92%.
The Bank’s borrowing to asset ratio of 2.15% is below the Comparable median of 10.46%.

5. Operating Strategy  An institution’s operating characteristics are important because they
determine future performance. Operational strategy also affects expected rates of return and
investor’s general perception of the quality, risk and attractiveness of a given company. Specific
operating characteristics include profitability, balance sheet growth, asset quality, capitalization
and non-financial factors such as management strategies and lines of business.

6. Date of Conversion Recent conversions, those completed on or after March 5, 2006, were
excluded since the earnings of a newly converted institution do not reflect the reinvestment of
conversion proceeds. Additionally, new issues tend to trade at a discount to the market averages.
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The following table represents key financial indicators for the Bank and the Comparable Group.

FIGURE 25 - KEY FINANCIAL INDICATORS

for the Twelve

Comparable Group

Months Ended Median Last
12/31/06 Twelve Months

Balance Sheet Data
Gross Loans to Deposits 93.01 82.74
Total Net Loans to Assets 33.32 64.87
Securities to Assets 10.26 21.91
Deposils 10 Assets 85.02 65.91
Borrowed Funds to Assets 2.15 10.45
Balance Sheet Growth
Asset Growth Rate 19.53 5.78
Loan Growth Rate 17.95 8,73
Deposit Growth Rate 16.86 6.66
Capital
Equity to Assets 7.26 13.21
Tangible Equity 1o Tangible Assets 7.26 12.31
Intangible Assets to Equity 0.38
Reguiatory Core Capital to Assets 7.13 15.45
Equity + Reserves o Assels 7.79 13.68
Asset Quality
Non-Performing Loans to Loans 0.45 0.32
Reserves to Non-Performing Loans 141.91 117.4%
Non-Performing Assels (o Assets 0.37 0.30
Non-Performing Assets to Equity 5.15 2.00
Reserves to Loans 0.64 0.67
Reserves to Non-Performing Assets + 90 Days Del. 141.91 103.03
Profitability
Rerturn on Average Assets 0.78 0.45
Core Return on Average Assets 0.61 0.82
Return on Average Equity 10.77 4,49
Core Reum on Average Equity 8.34 4.46
Income Statement
Yield on Average Eaming Assets 7.0 5.73
Cost of Average Interest Bearing Liabilities 2.70 3.04
Net [nterest Spread 4.40 2.59
Net [nterest Margin 4.92 3.11
Noninierest Income (o Average Assets 1.45 0.64
Noninterest Expense to Average Assets 4,80 2.79
Efficiency Ratio 78.20 79.54
Orverhead Ratio 71.45 70.86

Source: The Bank’s Offering Circular, FinPro calculations and SNL Securities
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4. Market Value Determination

MARKIET VALUE ADJUSTMENTS

The estimated pro forma market value of the Bank, along with certain adjustments to its value
relative to market values for the Comparable Group are delineated in this section. The
adjustments :lne made from potential investors’ viewpoint and are adjustments necessary when
comparing the Bank to the Comparable Group. The adjustment factors are subjectively weighed
using the appraiser’s knowledge and expertise and an aggregate adjustment is determined.
Potential investors include depositors holding subscription rights and unrelated parties who may
purchase stock in the community offering and who are assumed to be aware of all relevant and
necessary facts as they pertain to the value of the Bank relative to other publicly traded thrift
institutions and relative to alternative investment opportunities.

There are numerous criteria on which the market value adjustments are based. The major criteria
utilized for purposes of this report include:

Adjustments Relative to the Comparable Group:
e Financial Condition

e Balance Sheet Growth

e Eamnings Quality, Predictability and Growth
e Market Area

e Cash lDividends

e Liquidity of the Issue

e Recent Regulatory Matters

Adjustments for Other Factors:

¢ Management

. Subsc!ription Interest

To ascertain |.he market value of the Bank, the median trading multiple values for the
Comparable Frroup are utilized as the starting point. The adjustment, up or down, to the
Comparable Proup median multiple values is made based on the comparison of the Bank to the
Comparable Group.
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FINANCIAL CONDITION

The balance sheet strength of an institution is an important market value determinant, as the

investment community considers such factors as cash liquidity, capitalization, asset composition,

funding mix, intangible levels and interest rate risk in assessing the attractiveness of investing in

the common
Bank measured against the Comparable Group.

FIGURE 26 - KEY BALANCE SHEET DATA

Key Financial Data for the Most Recent Period End

stock of a thrift. The following figures surmmarize the key financial elements of the

Total Loans/ Loans/ Securities/ Depaosits/ Borrowings/

Assets Deposits Assets Assels Assets Assets

Ticker  Short Name (5000) (%) (%) (%) (%) (%)

Comparable Thrift Data

BFSB Brooklyn Federal Bancorp, Inc. {MHC) 405,104 69.73 70.16 21.91 68.81 9.21
COBK Coloninl Bankshares, Inc. (MHC) 183,597 59.27 51.92 NA 87.92 2.17
FFCG FedFirit Financial Corp. (MHC) 283,484 12239 61.75 NA 50.62 3151
GOV Gouverneur Bancorp, Inc. (MHC) 132,213 147.50 82.95 8.50 55.53 27.04
GCBC Greene: County Bancorp, Inc. (MHC) 312,313 75.05 64,87 25.53 16.31 .60
NVSL Naugaliuck Valley Financial Corp. (MHC) 413,696 107.35 74.67 16.99 69.91 16.56
ONFC OneidaI Financiai Corp. (MHC) 443,051 79.65 56.06 NA 70.71 14.76
CHEV Chevioll Financial Corp. (MHC) 312,260 it4.51 76.63 18.66 66.91 9.10
IX5B Jacksoiwillc Bancorp, Inc. (MHC) 267,372 67.28 58.61 32.98 37.11 3.38
KFFB Kentucky First Federal Bancorp ({MHC) 265,373 117.31 61.44 30.01 52.37 33.29
PBHC Palhﬁn!der Bancorp, Ine. (MHC) 301,382 82.74 67.09 NA 81.49 10.46
Average 319,987 94.30 66.01 22.08 70.74 13.55

Median 312,260 82.74 64.87 21.91 69.91 10.46

Maximum 443,051 147.50 82.95 12.98 87.92 3151

Minimizm 132,213 59.27 51.92 8.50 50.62 1.60

Hometown Bancorp, Inc. 117,413 93.01 83.32 10.26 89.02 2.15
Variance to the Comparable Median (194,847} 10.27 18.45 {11.65) 19.11 (8.31)

Sources: SNL and Offering Circular Data, FinPro Computations

Asset Size — The Bank, at $117.4 million, is smaller than the Comparable Group median
|
of $312.3 million. At the pro forma midpoint of the offering range, the Bank is expected

to have assets of $123.8 million.

Asset Composition - The Bank’s net loans to assets ratio of 83.32% is significantly above
the C’omparable Group median of 64.87%. The Bank has a lower level of securities as a

percentage of assets.
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Funding Mix — The Bank utilizes a lower level of wholesale borrowings. The Bank funds

itselfithrough deposits, 89.02% of assets, and borrowings, 2.15% of assets. The

Comparable Group has a deposits to assets ratio of 69.91% and a borrowing to asset ratio

of 10146%.

Cash [Liquidity - The cash liguidity of the Bank and the Comparable Group appear to be

sufficient to meet funding requirements and regulatory guidelines.

Interest Rate Risk - The Bank’s interest rate risk position is illustrated on page 19. The

|
Bank|s profile appears to be within acceptable regulatory parameters. No similar data 1s

available for the Comparable Group.

FIGURE 27 - CariTAL DATA

Capital for the Most Recent Period End

Tangible Intangible  Core Capital/ Equity +

Equity/ Equity/ Assets/ Tangible Reserves/

Assets  Tang Assets Equity Assets Assets

Ticker ShortName (%) (%) {%o) (%o} (%a)

Comparable Theifi Data

BFSB Brooklyn Federal Bancorp, Inc. (MHC) 20.17 20.17 - 16,00 20.61
COBK Colon'ial Bankshares, [nc. (MHC) 9.56 9.56 - NA 9.92
FFCO chFi%‘st Financial Corp. (MHC) 16.37 16.05 2.33 NA 16.69
GOov Gouverneur Bancorp, Inc. (MHC) 15.24 15.24 - 14.90 15.95
GCBC Grcen:e County Bancorp, In¢. (MHC) 11.30 11.30 - NA 13.74
NVSL Naugatuck Valley Financial Corp. (MHC) 12.35 12.31 0.38 NA 12.85
ONFC Oneida Financial Corp. (MHC) 13.21 9.13 33.95 NA 13.68
CHEY Chevi:m Financial Corp. (MHC) 2323 23.23 - 16.20 23.49
JXSB Jacks?nville Bancorp, Inc. (MHC) A 6.92 13.46 7.45 8.61
KFFB Kentucky First Federai Bancorp (MHC) 23.87 19.25 2397 NA 24.14
PBHC Pathfinder Bancorp, [nc. (MHC) 6.92 5.66 19.29 NA 7.42
Average 14.56 13.53 8.49 13.64 15.01

Median 13.21 12.31 0.38 15.45 15.68

Maximum 2387 23.23 33.95 16.20 24.14

Minimum 6.92 5.66 - 7.45 7.42

Hometown Bancorp, Inc. 7.26 7.26 - 7.13 7.79
Variance to the Comparable Median (5.95) (5.05) {0.38) (8.32) (5.89)

Sources: SNL and Offering Circular Data, FinPro Computations

Capitalization - The Comparable Group’s median equity to assets ratio of 13.21% 1s
abovc] the Bank’s ratio of 7.26%. The Bank’s pro forma equity to assets ratio is projected
to be 12.01% at the midpoint of the valuation range.

Intangible Levels - An important factor influencing market values is the level of

intanglibles that an institution carries on its books. Six of the Comparables have

inta.ngl,ible assets. The Bank does not have any intangible assets.
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The asset quality of an institution is an important determinant of market value. The investment

community considers levels of nonperforming loans, Real Estate Owned (“REQ”) and levels of

Allowance for Loan and Lease Losses (“ALLL”) in assessing the attractiveness of investing in

the common stock of an institution.

FIGURE 28 - ASSET QUALITY TABLE

Asser Quality for the Most Recent Period End

NPLs/ Reserves/ NPAs/ NPAs/ Reserves/ Reserves/

Loans NPLs Assets  Equity Loans NPAs +90

Ticker  Short Name (%) (%) (%) (%) (%) (%)
Comparable Thrift Daia

BFSB Brooklyn Federal Bancorp, Inc. (MHC) (.04 NM 0.03 0.15 0.62 NM

COBK Colorl:ial Bankshares, Inc. (MHC) 0.12 589.27 0.06 0.64 0.69 589.27

FFCO FedFirst Financial Corp. (MHC) .44 117.49 0.47 2.88 0.51 67.42

GOV Gouv:crneur Bancorp, Inc. (MHC) 0.74 113.40 0.72 4.69 0.84 98.41

GCBC Greene County Bancorp, Inc. (MHC} (.20 342.86 0.13 1.13 0.67 342,86

NVSL Naugjnmek Valley Financial Corp. (MHC) 0.65 103.03 0.49 3.93 0.67 103.03

ONFC Oneida Financial Corp. {MHC) 0.02 NM 0.01 .09 0.83 NM

CHEV Chev!or. Financial Corp. {MHC) 0.0l NM - 0.02 0.34 NM

IXSB Jacksonville Bancorp, Inc. (MHC) (.86 138.28 0.56 7.09 1.19 123.94

KFFB Kenmcky First Federal Bancorp (MHC) NA NA NA NA 0.44 55.38

PBHC Pathfinder Bancorp, Inc. (MHC) 0.63 117.28 0.58 8.39 0.74 NA

Averige 0.37 217.37 0.31 2.90 0.69 197.19

Median 0.32 117.49 0.30 2.00 0.67 103.03

Maximum 0.86 589.27 0.72 8.39 1.19 589.27

Minimum 0.01 103.03 0.02 0.34 55.38

Hometown Bancorp, Inc. 0.45 141.91 037 5.15 0.64 141.91

Variance to the Comparable Median 0.13 24.42 0.07 .15 (0.03) 38.88

Sources: SNL and Offering Circular Data, FinPro Computations

The Bank’s vael of nonperforming loans (“NPL”) to total loans, at 0.45%, is above the

Comparable Group median at 0.32%. The Bank had a nonperforming assets to assets ratio of
0.37% which is above the Comparable median of 0.30%. The Bank’s reserve level, 0.64% of
total loans, is below the Comparable median of 0.67% of loans.
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Positive Neutral Negative

Higher Loans to Assets Similar Pro Forma Capital ~ Smaller Asset Base
Higher Deposits to Assets Higher NPAs
Lower Borrowings Higher NPLs

Lower ALLL to Loans

The Bank’s asset mix 1s stronger than the Comparable Group’s mix. The Bank has a higher level
of loans and deposits and as a percentage of assets and a lower level of borrowings relative to the
Comparable |Group. The Bank at the midpoint of the range will have similar capital levels. The
Bank has a higher level of NPLs and NPAs, and a lower level of reserves as a percentage of loans
relative to the Comparable levels. Taken collectively, no adjustment is warranted for financial
condition.
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BAL!ANCE SHEET GROWTH

The Bank’s assets, loans and deposits have grown substantially faster than the Comparable

Group.
FIGURE 29 - BALANCE SHEET GROWTH DATA
Growth
Asset Growth Loan Growth  Deposit Growth
LTM LT™M LTM
Ticker Short Name (%) (%) (%)
Comparable Thrift Data
BFSB Brooklyn Federal Bancorp, Inc. (MHC) 13.51 38.13 427
COBK Colomal Bankshares, [ne. (MHC) 13.88 25.82 18.45
FFCO FeledFlrst Financial Corp. (MHC) 2.65 2.08 14.89
Gov Gouvemeur Bancorp, Inc. (MHC) 7.54 7.48 14.07
GCBC Greene County Bancorp, Inc. (MHC) 5.78 14.93 5.89
NVSL Naugatuck Valley Financial Corp. (MHC) 16.42 18.87 20.08
ONFC Onelda Financial Corp. (MHC) 1.44 4.81 4.01
CHEV Cllxewot Financial Corp. (MHC) 7.47 9.24 15.42
JXSB Jacksonwl]e Bancorp, Inc. (MHC) 5.29 8.73 6.66
KFFB K(lentucky First Federal Bancorp (MHC) 0.63 5.58 (5.39)
PBHC Pathfinder Bancorp, Inc, (MHC) 1.49 7.36 3.90
A}rerage 6.92 13.00 9.30
Mledian 5.78 8.73 6.66
Mlaximum 16.42 38.13 20.08
Minimum 0.63 2.08 (5.39)
Hometown Bancorp, Inc. 19.53 17.95 16.86
Yariance to the Comparable Median 13.75 9.22 10.20
Sources: SNL and (ffering Circular Data, FinPro Computations
Positive Neutral Negative
Higher Asset Growth
Higher Loan Growth

Higher Deposit Growth

An upward adjustment is warranted.
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[i-:ARNINGS QuALITY,
PREDIICTABILITY AND GROWTH

The earnings quality, predictability and growth are critical components in the establishment of
market values for thrifts. Thrift earnings are primarily a function of:

s net interest income

e loan loss provision

e non-interest income

* non-interest expense
The quality and predictability of earnings is dependent on both internal and external factors.
Some internal factors include the mix of the balance sheet, the interest rate sensitivity of the
balance sheet, the asset quality, and the infrastructure in place to deliver the assets and liabilities

to the public! External factors include the competitive market for both assets and liabilities, the
global interest rate scenario, local economic factors and regulatory issues.

Investors are|focusing on earnings sustainability as interest rate volatility has caused a wide
variation in income levels. With the intense competition for both assets and deposits, banks
cannot easily replace lost spread and margin with balance sheet growth.

Each of these factors can influence the earnings of an institution, and each of these factors is
volatile. I_nveI:stors prefer stability and consistency. As such, solid, consistent earnings are
preferred to high but risky eamings. Investors aiso prefer earnings to be diversified and not
entirely dependent on interest income.
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The Bank’s net income increased $136 thousand between the twelve months ended December
31, 2005 and the twelve months ended December 31, 2006. The increase was primarily
attributable th an increase of $441 thousand in net interest income and a $359 thousand increase
in noninterest income. The increase in noninterest income is partially due to the sale of assets.
Noninterest expense increased $626 thousand, partially offsetting the gains in net interest income

and noninterest income.
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Source: Offering Prospectus

FIGURE 30 - NET INCOME CHART
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The Bank’s cl:ore ROAA is below with the Comparable Group median. The Bank’s core ROAE
is above the Comparable median. The Bank’s higher capitalization following the offering is
expected to rleduce return on equity for the near term. On a pro forma basis at the midpoint, the

Bank’s core ROAA and core ROAE are 0.64% and 5.22%, respectively.
FIGURE 31 - PROFITABILITY DATA
LTM Profitability
Core Core
Return on Return on Return on Return on
Avg Assets Avg Assets Avg Equity Avg Equity
Ticker Short Name (%) (%) (%) (%)
Comparable Thrift Data

BFSB Brooklyn Federal Bancorp, Inc. (MHC) 1.35 1.35 6.51 6.51
COBK Colonial Bankshares, Inc. (MHC) 0.45 0.45 4,49 448
FFCO FedFirst Financial Corp. (MHC) 0.15 0.15 0.89 0.89
GOV Goluvcmeur Bancorp, Inc. (MHC) 0.96 0.77 6.24 5.01
GCBC Grtl,ene County Bancorp, [nc. (MHC) 0.84 0.80 7.56 7.19
NVSL Nabgamck Valley Financial Corp. (MHC) 0.38 0.38 2.79 279
ONFC Omleida Financial Corp. (MHC) 0.96 0.84 7.67 6.68
CHEV Chu::viot Financial Corp. (MHC) 0.62 2.47 0.61 2.43
JXSB Jacksonville Bancorp, Inc. (MHC) 0.35 4.37 0.35 4.44
KFFB KCI:IEUCky First Federal Bancorp (MHC) 0.41 1.73 0.41 1.72
PBHC Pathfinder Bancorp, Inc. (MHC) 0.34 NA 4.35 NA
Average 0.62 1.33 3.85 4.21
Melian 0.45 0.82 4.49 4.46
Maximum 135 437 7.67 7.19
Mifimum 0.15 0.15 0.35 0.89
Hometown Bancorp, Inc. 0.78 0.61 10.77 8.34
Variance to the Comparable Median 0.33 0.21) 6.28 3.88

Sources: SNL and Offening Circular Data, FinPro Computations
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FIGURE 32 - INCOME STATEMENT DATA

LTM Income Statement

Yield on Net Nel Noninterest Noninterest
Ave Earn Cost of Interest Interesi Income/ Expense/ Efficiency  Overhead
Assets Funds Spread Margin Avg Assels Avg Assets Ratio Ratio
Ticker Short Name (%) (%%) (%} (%) (%a) (%) (%) (%)

Compareble Thrift Dara

BFSB Brooklyn Federal Bancorp, Inc. (MHC) 5,68 313 3.85 4.32 0.64 2.48 51.93 44.55
COBK Colonial Bankshares, [nc. (MHC}) 5.51 NA NA 2.47 0.29 2.08 719.54 76.98
FFCO FedFirst Financial Corp. (MHC) 5.34 NA NA 239 0.3 279 90.6% 37.38
GOV Guuvcmelu Bancorp, [ne. (MHC) NA NA NA 3.55 0.46 2.61 69.26 64.96
GCBC Greene County Bancorp, Inc. (MHC) .58 NA NA 312 111 3.40 73.03 65.76
NVSL Naugatuek Valley Financial Corp. {MHC) 593 NA NA 3.26 0.51 3.02 85.95 83.54
ONFC Oneida Finaneizl Corp. (MHC) 5.99 .94 3.05 3.45 378 5.53 811t 56.74
CHEV Cheviot Financial Corp. (MHC) NA NA NA 3.1 0.17 225 7110 69.41
IXSB Jacksonvi le Bancorp, Inc. (MHC) 5.73 3.28 248 2.85 0.87 1.05 84.03 78.34
KFFB Kentucky ll'*'lrsl Federal Bancarp (MHC) 5.26 NA NA 2,43 0.06 1.68 71.68 70.36
PBHC Pathfinder Bancorp, Inc. (MHC) 5.86 2.94 2,92 3.05 c.87 .20 86.18 31.30
Average 5.76 3.07 .00 345 0.87 292 76.36 70.98
Median 573 3.04 299 3t 0.64 2,79 79.54 70.86
Maximum 6,68 328 3155 432 3.78 553 90.69 87.38
Minimurm| 5.26 2.94 248 2.39 0.06 1.68 51.93 44,55
Hometown Bancorp, Inc. .10 2,10 4,40 492 1.45 4.80 78.20 71.45
Variance to the Comparable Median (0.34) 1.42 1.81 0.8 2.m {1.34) 0.59

Sources: SNL and Offering Circular Data, FinPro Compumtmns

Note: The data for cost of funds and spread are not meaningful due to the lack of Comparable Data.

The Bank has a 181 basis point advantage in net interest margin. Additionally, the Bank has an

81 basis point advantage in noninterest income. The Bank’s noninterest income for the last
twelve months was skewed by a gain on sale of OREQ and a loss on sale of securities. On a core
basis, the Bank’s noninterest income to average assets ratio was 1.18%. The advantages in net
interest margin and noninterest income are partially offset by a 201 basis point disadvantage in
noninterest elxpense.

The Bank’s efficiency ratio of 78.20% is below the Comparable median of 79.54%.

Ona forwardl looking basis, after the conversion the Bank’s operating expenses are expected to
rise as a result of the stock benefit plans and additional costs of being a public company. At the
same time, the Bank will have additional capital to deploy and leverage.
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Positive Neutral Negative

Higher ROAE Higher Noninterest Expense
Higher Pro Forma Core Lower Core ROAA

ROAE

Higher Net Margin Higher Overhead Ratio

Higher Nominterest Income

Lower Efficiency Ratio

The Bank 1s

more profitable than the Comparables on a core ROAE basis. The Bank’s core

ROAA is below the Comparable Group median. The Bank’s earnings composition 1s stronger
than the Comparable Group as the Bank has a higher net margin and higher noninterest income.
The Bank has a higher level of noninterest expense than the Comparable Group. Taken

collectively,

a moderate upward adjustment is warranted for this factor.




Conversion Valuation Appraisal Report

FPage: 45

MARKET AREA

The market area that an institution serves has a significant impact on value, as future success is

interrelated v;.'ith the economic, demographic and competitive aspects of the market. The location

of an institution will have an impact on the trading value of an institution, as many analysts

compare the pricing of institutions relative to a state or regional multiples in investor

.
presentations.

The following figure compares the demographic and competitive data for the counties serviced

by the Bank, |to the county data of the Comparable Group members.

FIGURE 33 — MARKET AREA DATA

Popuiation HH Income
Bank Deps in - Bank's Total Mucian
the Courtty Deposs Total Mkt Popuiation  Population Change HHincome Change Change  Unamg. Rate
06/30/:08 Mkt Share Depostts 2008 Per Branch 2000-2006 2005-2011 2006 2000-20068 2008-2011  Decembar
Institution Name County (50003) %) (8000s) {Actual) (Actuah %) (%} 5) %) (%) 2008 {%)
Brooklyn Federal Bancorp {MHC) Kings 3 151,612 045 § 27,655,364 2,527.283 3,509 2.51 141 5 40311 24 45 1951 44
Brocklyn Federal Bancorp {MHC) Nassau $ 99,008 020 § 43,424,080 1,345,358 2875 0.81 024 § s0227 2553 2497 31
Bmokhn Federal B D {MHC) Suffaik ] 20.048 000 § 30,331,335 1,503 201 3.588 5.01 469 § 81248 2522 25.11 3.3
Deposit Weghted Market Oata 6,002 226 133 62,243 FIET 2202 EE]
Lolonial Bkshrs Inc (MHC) Cumbertand LI R} 1435 §  1,882560 151,497 3208 31.59 388 § 48,136 1764 13.34 62
Lokonial Brkshrs Inc. (MHC) Gloucester 5 41530 1.07 § 3.558.010 281,422 3.474 10.50 g1 5 85003 2187 17 42 38
Deposit Weighted Market Data 3322 453 481 48,834 18.21 13,89 58
FedFirst Financial Corp. (MHC) Fayatte § 20,463 118 % 1,556,914 146,859 3666 (1.34) {147) § 33424 2185 1847 8.1
FedFirst Financial Corp. (MHC) ‘Washington 5 34,283 100 3§ 2788812 208,236 2.853 283 085 § 47818 26.35 20.31 45
FedFirst Financial Corp. (MHC) Wesimoreignd 3 88,702 1.41 % 6,048,902 374710 2.584 1.27 055 § 44.332 24 85 1878 4.5
Deposi Weighted Market Data 2,803 1.23 039 44,785 24.75 18.81 +8
Gouverneur Bancorp {MHC) Jeflerson $ 10.542 084 § 939,360 118,328 1081 4.11 122 § 40808 20.13 15.05 53
Gouverneur Bancorp {(MHC) Sant Lawrence  § 85 027 655 § 934,730 113,056 2.809 1.01 018 § 38488 18.85 14.74 49
Depost Weghtad Marker Data 2,922 144 o 38,808 19.03 1478 50
Greene County Bncp Inc. (MHC) Alany $ 14,780 014 § 7390 302,668 2,501 275 181 § 53892 2487 18 48 32
Greene County Bncp Inc. (NHC) Calumbia $ 1,065 011 % 652,900 85,720 2,858 418 233 § 51,001 2180 1825 32
Greens Co Bacp Inc. (MHC) Greene $ 278808 3747 § 497,042 50 8a7 2,204 517 378 § 43838 1822 15 24 4d
Deposit Weiphted Market Dala 2mx 505 a&? 44,178 1951 1541 43
Cheviot Financial Cop. (MHC) Harmion § 217487 081 § 28,822,358 809,078 2474 (4.29) {3.19) § 45483 2059 15.88 549
Chaviot Financial Comp. (MHC) Warmen 5 53 0.00 § 1.801.7T15 202.214 2.848 21.87 2198 § 76.37 2135 881 42
Degosst Waghteo Market Dlara 2.474 {428) (3.18) 40,487 20.59 15.68 50
Naugatuck Vadey Finl (MHC) Fasfieid 5 28,387 0.12 § 2142,780 015,584 2,488 74 253 § 81678 2550 1983 iz
MNaugatuck V; Find (MHC) INerw Haven 5 241189 1.34 3 16.843.741 853,782 3z 3.61 230 § 80.019 22.90 15 22 4.1
Depost Weiphted Marke! Data ERITS 162 23R 82,300 32 1572 40
Oneida Financial Cam. (MHC) Mackstn $ 2740 3808 5 ®24 181 D744 3,388 1.88 Q77 § 47889 1943 1556 43
QOnexda Fingncaal Corp. (MHC} Ooexla H 76,335 197 § 2,830,100 234 848 3,725 {0.35) 003 § 43405 20.80 16.53 ar
Onewia Financial Corp (MHC) Onondaga 3 5,804 000 3 B8.418.8M 460.282 3.174 0.42 000 § 50452 2343 1888 38
Depost Weghted Market Data 3.438 140 Q.61 47,003 1858 158 2
Pathfinder 8ancorp Inc. (MHC) Oswego § 27207 2520 § 793,708 124.866 4028 203 054 5 43313 18.19 13 81 53
Deposs Wedgnted Markar Data 4,028 203 0.54 43,313 1818 13 81 53
Jacksomalles Bancom, Ing., {MHC) Mongan 1 184,837 260 § 820,489 38.512 1,587 {0.28) 040 § 43487 17.80 12.12 43
Jacksomalle Bancop, Inc. {MHC) MOLQOMery $ 23,084 3% 8 800,380 30,083 1,278 040 013 § 28223 14,97 10.93 59
Jacksomalle NG MHC) _ Macoupn §  15.587 215 § 726335 48.731 1,740 (0.58) [046) § 42188 18.35 2.3 49
Depost Weighted Masket Dafa 1.565 (0.26} D39 42,838 17.40 120 45
Kaatucky First Fedaral Bancorp IMHC)  Pairy 5 81,008 17.56 § 488,578 29,722 1,981 1.13 {0.33) $ 25.883 18.05 1443 a8
Kentucky First Federal Bancorp (MHC) _Frankin §_ s4psp 712 8 912,508 42,528 2.022 1.76 070 % 50184 2537 L) 4.1
Deposdt Weiphted Market Dala 1,980 141 013 811 2129 1531 55
[Conmparable Median | LATE] T44 [0 S i T S ¥ - N | * S ¥ 3
|

Walden Fedeéral Savings & Loan Osangy $ 103884 210 § 4371073 380,268 2978 11.58 987 3 84.738 2350 2047 34
Deposlt Weighted Market IIJIB 2976 11.58 967 54,758 2350 20,47 14
lﬁdn of New York 1 18532 703 1810 2,9:3 215 54 403 24 B3 19.48 3.8]
Natonal 1 303 532 381 3,790 7.87 668 51,548 22.25 17.77 4.9]

Sources: SNL Securities
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Positive

Neutral Negative

Higher population growth

Higher household income

Higher household income
growth

Similar Population per
Branch

The Bank’s market area has grown and is projected to continue to grow at a faster rate than the

Comparable Group’s markets. Unemployment levels are lower in the Bank’s markets.
Household income levels are higher in the Bank’s markets, and are projected to grow at a rate
faster than the Comparables. There is a similar level of competition based upon the similar

population per branch ratio. Based upon these factors, a moderate upward adjustment 1s

warranted for market area.
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CASH DIVIDENDS

The last few years have seen yet another shift away from dividend policies concurrent with
{

conversion. Recent issues have been fully or oversubscribing without the need for the additional

enticement of dividends. After the conversion is another issue, however. Pressures on ROAE

and on internial rate of returns to investors prompted the industry toward cash dividends. This

trend is exacerbated by the lack of growth potential. Typically, when institutions are 1n a growth
mode, they islsue stock dividends or do not declare a cash dividend. When growth is stunted,
these institutions shift toward reducing equity levels and thus utilize cash dividends as a tool in

managing equity. Recent tax code changes have made cash dividends more attractive to
investors.
FIGURE 34 - D\WIDEND DATA
Dividends
Current LTM Dividend
Dividend Payout
Yield Ratio
Ticker Short Name (%) (%)
Cemparable Thrift Duta
BFSB Brooklyn Federal Bancorp, Inc. (MHC) 0.85 7.50
COBIl{ Colonial Bankshares, Inc. (MHC) - -
FFCO FedFirst Financial Corp. (MHC) - -
GOV Gouverneur Bancorp, Inc. (MHC) 2.46 28.30
GCBC Greene County Bancorp, Inc. (MHC) 3.25 77.42
NVSI Naugatuck Valley Financial Corp. (MHC) 1.61 100.00
ONFC;J Oneida Financial Corp. (MHC) 4.00 87.04
CHEV Cheviot Financial Corp. (MHC) 244 161.11
JXSB Jacksonville Bancorp, Inc. (MHC) 222 66.67
KFFBI Kentucky First Federal Bancorp (MHC) 3.92 285.71
PBHC Pathfinder Bancorp, Inc. (MHC) 3.19 100.00
Average 2.18 83.07
Median 2.44 7742
Maximum 4.00 28571
Minimum - -
Hometown Bancorp, Inc. NA NA
Variance to the Comparable Median NA NA

Sources: SNL and Offering Circular Data, FinPro Computations
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Nine of the elleven Comparable institutions had declared cash dividends. The median dividend
payout ratio |for the Comparable Group was 77.42%, ranging from a high of 285.71% to a low of
0.00%. The Bark, on a pro forma basis (at the mid point of the value range) will have an equity
to assets ratio of 12.01%. The Bank will have adequate capital and profits to pay cash dividends.

As such, no adjustment is necessary for this factor.
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|
LIQUIDITY OF THE ISSUE

The Comparable Group is by definition composed only of companies that trade in the public
markets withall of the Comparables trading on NASDAQ or AMEX. Typically, the number of
shares outstanding and the market capitalization provides an indication of how much hquidity

there will be in a given stock. The actual liquidity can be measured by volume traded over a

given period of time.

FIGURE 35 - MARKET CAPITALIZATION DATA

Market Dara
Pubiicly Tangible
Market Price Price Price Reported  Publicly Rep
Value Per Share High Low  Book Yalue  Book Value
Ticker  Short Name (%) (S) (S) ($) (%) ($)

Comparable Thrift Data

BFSB Brooklyn Federal Bancorp, Inc. {(MHC) 190.50 14.17 14.30 11.25 NA NA
COBK Colonial Bankshares, Inc. {MHC) 65.10 14.40 14.90 10.90 8.11 8.11
FFCO FedFirlst Financial Corp. (MHC) 63.30 9.30 10.85 8.89 NA NA
GOV Gouverneur Bancorp, Inc. (MHC} 28.00 12.18 [4.35 11.i0 8.77 8.77
GCBC Greene County Bancorp, Inc. (MHC) 63.90 15.40 17.60 14.00 8.5¢6 8.5¢6
NVSL Naugatuck Valley Finaneial Corp. (MHCQ) 93.40 i2.45 12.95 10.17 NA NA
ONFC Oneida Financial Corp. (MHC) 93.40 12.00 12.86 9.75 7.62 503
CHEV Cheviot Financial Corp. (MHC) 123.50 13.11 13.42 12.53 7.70 7.70
JXSB Jacksonville Bancorp, Ine. (MHC) 26.30 13.50 13.80 12,15 10.65 9.22
KFFB Kentucl.ky First Federal Bancorp (MHC) 86.10 10.20 10.47 9.86 7.88 5.99
PBHC Pathfinder Bancorp, Inc. {MHC) 31.70 12.84 16.00 11.70 8.46 NA
Average 78.70 12.69 13.74 11.12 8.47 7.63
Median 65.10 12.84 13.80 11.10 8.29 8.11
Maxinfum 190.50 15.40 17.00 14.00 10.65 9.22
Minimum 26.80 9.30 10.47 8.89 7.62 5.03
Hometown Bancorp, Inc. 18.00 NA NA NA NA NA
Variance to the Comparable Median (47.10) NA NA NA NA NA

Sources: SNL and Offering Circular Data, FinPro Compuiations

The market capitalization values of the Comparable Group range from a low of $26.8 million to
a high of $190.5 million with a median market capitalization of $65.10 million. The Bank
expects to have $18.0 million of market capital at the midpoint on a pro forma basis. It is
expected that the Bank will trade OTC Bulletin Board, while all of the Comparables trade on
NASDAQ o AMEX.

A downward
market capita

lization and expected liquidity, relative to the Comparables.

adjustment for this factor appears warranted, due to the lower pro forma level of




Conversion Valuation Appraisal Report Page: 50

|
RECENT REGULATORY MATTERS

Regulatory matters influence the market for thrift conversions. The Bank will operate in
substantially the same regulatory environment as the Comparable Group.

Taken collectively, no adjustment for this factor 1s warranted as both the Bank and the
Comparables|will operate in the same ownership structure and will be supervised in the same
regulatory environment.
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5. Other Factors

MANAGEMENT

Although the

Bank has new management team, the current team was hired from within the

institution and has considerable banking experience. The Bank’s organizational chart is

reasonable folr an institution of its size and complexity. The Board is active and oversees and

advises on all key strategic and policy decisions and holds the management to high performance

standards.

As such, no 2

djustment appears to be warranted for this factor.
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[
SU;BSCRIPTION INTEREST

The pro forma price to fully converted book multiple of MHC conversions rose from 2005 to

2007 YTD.
FIGURE 36 - MHC REORGANIZATIONS {SINCE 1/1/05) PRO FORMA DATA
1PO Percentage Net Fully Converted
1PQ Price Retained By Proceeds Book Value
\Ticher Short Name Date ($) MHC (%) ($006) (%)

ORIT Orilant Fingneial Corp (MHC) ©¢1/2472007 10.0000 68 00 94,926 32,84
PBCP Polonia Bancorp (MHC) 014162007 10 0000 55.00 11,990 84,49
MSBF MSB Financial Corp (MHC) 01/05/2007 10.0000 55.00 1372 34 26
Qg7 Average 33.86
Medlan 84.26

00 YTD Average 81.86
Medlan 84.26

MEFN MainStreer Financia! Corporation {MHC) 1272712006 100000 53.00 i,163 6017
BFFi Ben Frankdin Financial, Inc. (MHC) 11¥1572006 10.0000 55.00 6,965 7929
VPFG ViewPoint Financiat Group (MHC) 10/03/2006 10.0000 55.00 99,327 79.55
EXCB Fox Chase Bancorp, Inc (MHE) 1(¥02/2006 10 0000 35.50 53.070 79.18
Q4’06 Average T4.54
Medlan 79.23

ROMA Rom Financial Corporation (MHC) 0712/2006 100000 69.00 81,537 79 67
SCAY Seneca-Cayuga Bancorp, Inc. (MHC) GH11/2000 10.0000 5500 8,645 79.06
NECB Northeast Community Bancorp, Inc. (MHC) 07/06/2006 10.0000 55 00 50,046 35.76
Q¥ 06 Average 81.50
Median 73.67

MFDB Mutual Federa! Bancorp, Inc. (MHC) Ge1706/2006 10 0000 70.00 8,592 7457
LSBK Lake Shore Bancorp, [nc. (MHC) GH04/2006 10 0000 55 00 24,485 8019
Q206 Average T77.38
| Median 77.38
UcBA United Community Bancorp {(MHC) 03142006 10 0000 55.00 30228 35.06
MGYR Magyar Bancorp, Inc. (MHC) 012472006 10 0000 54.03 22.059 8227
GVFF Greenville Federal Financial Corporation (MHC) 01/05/2006 100000 55.00 R.114 6972
Q1°06 Average T9.02
Medlan 82.27

2006 Average T1.87
Medlan 79.42

EQFC Equitable Financial Corp (MHC} 1170972005 10.0000 55.00 11,460 7939
ISBC Investors Bancorp, Inc (MHC) 1¥12/2005 100000 54.27 444,954 8540
waAUW Wauwatosa Hotdings, Inc. (MHC) 1v05/2005 10 0000 68 35 83,953 8252
Qu'gs Average $2.34
Median 32.42

oTTW Ottawa Savingt Bancorp, [ne. (MHO) 07/1 572005 10 0000 55.00 7,728 1492
UBNK United Financial Bancorp. Inc. (MHCY 0771312005 10.0000 5340 61.624 84 38
Q1 os Average 79.65
Median 79.65

COBK Coloniai Bankshares, Inc. {(MHC) 06/30:2005 10.0000 3400 17.426 3247
HBOS Heritage Fimncid Group (MHC) 06/30,2005 10.0000 7900 25,908 84.17
NPEN North Penn Bancorp, [nc. {MHC) /0272005 10 0000 5392 5,061 7370
RCKB Rockville Financial. Inc (MHC) 05/23/2005 10,0000 55.00 T1.069 3505
FFCO FedFirs: Financial Corp (MHC) 04/0772005 10 0000 55.00 24,822 8598
BFSB Brooklyn Federal Bancorp. Inc. (MHC) 04/06:2005 10 0000 70.00 32.7% 8955
Qros Average 8349
Median 34.61

PBIP Prudential Bancorp, Inc of Pennsylvania (MHC) 03/3002005 10 0000 55.00 48,241 3687
KFEB Kenuky First Federa! Bancorp (MHC) 03/03/2005 10.0000 5500 14,309 96 36
KRNY Keamny Financial Corp (MHC} 02/24/2005 10 0000 000 183,196 8004
HFBL Home Federal Bancorp, Inc. of Louisizna {MHC) 0172172005 10 0000 6000 11.988 7539
BVFL | BV Financial. Inc. (MHC) 014132005 10 0000 5500 9,646 877
GTWN Greorgetown Bancerp, Ine. (MHO) C1/06/2005 10 0000 55.00 10347 88 45
Qros Average 85.82
Median 87.31

2005 Average 83.67
Median 84.38

11172005 Average 81.52
ME2007 Median 82.50

Source: SNIL, Securities
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The first day|“pop” increased from 6.00% in 2005 to 10.00% in 2006 to 23.00% 1n 2007. Larger
deals have substantial outperformed smaller deals.
FIGURE 37 - MHC REORGANIZATIONS PRICE APPRECIATION
{ Percent Change (rom 1PO ]
After Alter After Allter To
PO 1 Day 1 Week 1 Month 3 Months Date
Tigker Short Name Dale (%) {%} (%) (%) (%)
CRIT Oritani Financial Corp. {MHC) 01/24/2007 59.70 54.30 55.00 NA 50.20
PBCP Polonia Bancorp (MHC) G1/16/2007 .00 1.40 0.50 NA 0.50
MSBF MSB Financial Corp. {MHC) 0L/05/2007 22.00 21.50 19.30 NA 16.00
Quo7 Average 7.9 15,73 24,93 NA 22.23
Median 23.00 21.50 19.30 NA 16.00
2007 ¥TD Average 279 15,73 24.93 NA 1223
Median 23.00 11.50 19.30 NA 16.00
MSFN MainStreet Financial Corporation (MHC) 12/222006 10.00 10.00 -2.50 Na -1.50
BFF1 Ben Franklin Financial, [nc. (MHC) 10/152006 T.00 6.50 6,50 9.00 9.50
VPFG ViewPoint Financial Group (MHC) 10/03/2006 49.90 52.50 53.90 69.40 67.90
FXCB Fox Chase Bancorp. Inc. (MHC) 10/02/2006 29.50 27.90 30.10 35.00 37.10
Q406 Average 24.10 24.23 22.00 31g0 1825
Median 19.75 18.95 18.30 35.00 2).30
ROMA Romua Financial Corporation {MHC) 01272006 41.00 45.00 46.60 49.80 50.20
SCAY Seneca-Cayuga Bancorp, Inc. (MHC) 0771172006 0.00 -1.50 -7.00 8.70 -8.50
NECB Northeast Con‘mmi_t_y_ Bancorp, Ine. (MHC} 07/0672006 10.00 §2.00 12.00 12.70 19.20
Qo6 Average 17.00 18.50 17.20 17.60 20.30
Median 10.00 12.00 12.00 §2.70 19.20
MFDB Mutual Federal Bancorp, Inc. (MHC) 04/66/2006 11.30 £0.00 14.00 12.50 43.10
LSBK Lake Shore Bancorp, [nc. (MHC) 04/04/2006 7.00 5.50 2.99 .10 20,00
Q208 Average 9.15 1.75 .45 6.30 105
Median 9.15 1.75 8.45 6.30 31.08
UCBA/ United Community Bancorp (MHC) 0313172006 8.00 8.40 5.50 4.30 18.00
MGYR Magyar Bancorp, Inc. (MHC) 01/2412006 6.50 5.00 6.00 15.00 44.40
GVFF Greenville Federal Financial Corporation {MHC) 01/05/2006 NA .50 £.00 i.00 4.00
QL'o6 Average 7.25 530 3.83 6.77 1713
Median 7.25 5.00 5.50 4,30 18.00
2006 Average 16,38 1532 14.00 18.10 15.37
Median 10.00 9.20 6,25 12.50 19.60
EQFC Equitable Financial Corp. (MHC) 1170972003 NA 0.00 -6.00 -5.70 5.00
ISBC Investors Bancorp, Inc. (MHC) 10/122005 0.20 0.70 5.20 16.30 47.20
WAUW W, Holdings, [nc. (MHC) 107052005 i2.50 11.50 9.50 15.60 71.80
Q4705 Average 6.38 4.07 .90 8.50 4133
Median 6.35 .70 5.20 15.60 47.20
OTTW Cuawa Savings Bancorp, Iue. (MHC) 07/152003 10.00 5.00 7.00 -2.50 35.00
UBNK United Financizl Bancorp. [nc. (MHC) 07/132005 17.50 15.70 17.00 13.70 42.50
Q305 Average 1375 1035 12.00 5.60 38.75
Median 13.75 10.35 12.00 5.60 18.75
COBK Colonial Bankshares, Inc. {MHC) 06/30/2005 6.00 6.99 7.50 5.70 44.00
HBOS Heritage Financial Group (MHC) 06/30/2005 7.50 1.20 930 10.00 62,50
NPEN Narth Penn Bancorp, Inc. (MHC} 060272005 10.00 2.50 1.5¢ 1.50 10.59
RCKB Rockville Finangial, [ne. (MHC) 05/2372005 4.80 10.50 19.60 3390 45.90
FFCO FedFirst Financial Corp. (MHC) 04/07.2005 -6.60 -0 <1450 -9.00 -7.00
BFSB Brooklyn Federal Bancorp, !nc. (MHC) 0a/06/2005 -0.50 -3.10 -5.00 7.90 41.70
Q2'05 Average 3.53 iz .07 2.17 329
Median £.40 4.7¢ 4.50 6.80 42.85
PBIP Prudentiat Bancarp, Inc. of Pennsylvania (MHC) 03/30:2005 -1.50 -£.50 -12.50 §.40 3500
KFFB Kentucky First Federal Bancorp (MHC) 03/03/2005 790 11.00 12.40 15.50 2.00
KRN Kearny Financial Corp. (MHC) 02/24/2005 13.90 14.30 10.80 6.00 45.00
HFBL Home Federal Bancorp, [nc. of Louisiana (MHC) Q42172005 -1.00 0.00 0.80 -5.00 350
BVFL BY Financial, Inc. (MHC) 01/13/2005 NA -3.50 -1.5¢ -2.50 -10.09
GTWN Georgetown Bancorp, Inc. (MHC} 01/06/2005 2.00 0.00 0.5¢ -3.50 -11.79
Qu'as Average 4.26 212 1.48 1.82 10.63
Median 2.00 - {0.15) 1.2% 1,75
1005 Average 551 3.89 1.53 6.11 11.23
Median 6.00 1.50 5.20 6.00 J15.00
1172005 Average 11.95 10.22 9.46 10.82 26.06
352047 Median 1.90 §.70 6.25 8.15 27.50
Source: SNL Securities
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The aftermarket performance warrants an upward adjustment as many of the new issues have

traded up and subscription interest is solid. However, smaller deals have not attracted as much

interest.
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VAL

UATION ADJUSTMENTS

Relative to the Comparables the following adjustments need to be made to the Bank’s pro forma

market value!

Valuation Factor Valuation Adjustment
Financial Condition No Adjustment
Balance Sheet Growth Upward

Earnings Quality, Predictability and Growth Moderate Upward

Market Area Moderate Upward
Dividends No Adjustment
Liquidity of the Issue Downward
Recent Regulatory Matters No Adjustment

Additionally,|the following adjustment should be made to the Bank’s market value.

Valuation Factor Valuation Adjustment

Management

Subscription

No Adjustment

Interest Upward
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6. Valuation

In applying the accepted valuation methodology promulgated by the regulators, i.e., the pro

forma market
include:

value approach, three key pricing multiples were considered. The multiples

Price to core earnings (“P/E”)

Price to book value (“P/B”) / Price to tangible book value (“P/TB’")

Price to assets (“P/A”)

All of the ap;l)roaches were calculated on a pro forma basis including the effects of the conversion

proceeds. All of the assumptions utilized are presented in Exhibits 9 throughl3.

Discus§|on OF WEIGHT GIVEN TO
VﬁtLUATION MULTIPLES

To ascertain the pro forma estimated market value of the Bank, the market multiples for the
Comparable Group were utilized. As a secondary check, all New York public thrifts, all publicly
traded thrifts'and the recent MHC conversions (2005 to date) and historical MHC conversions
were assessed. The multiples for the Comparable Group, all publicly traded MHC, and New
York MHC tt!lriﬂs are shown in Exhibit 9.

Price to Earnings — According to the Appraisal Guidelines: “When both the converting

institdtion and the comparable companies are recording “normal” earnings. A P/E
approach may be the simplest and most direct method of valuation. When earnings are

low or negative, however, this approach may not be appropriate and the greater
consideration should be given to the P/BV approach.” In this particular case, the Bank’s
earnings are “normal”. As a basis for comparison, the price to core earnings was utilized
for both the Bank and the Comparable Group to eliminate any nonrecurring items. As
such, this approach was considered in this appraisal.

In the

pro forma figures for the Bank, FinPro incorporated the impact of SFAS 123r,

which requires the expensing of stock options. In preparing the fully converted pro forma
figures for the Comparable Group, FinPro also incorporated the impact of SFAS 123r.
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Pricelto Book/Price to Tangible Book - According to the Appraisal Guidelines: “The

P/BV, approach works best when the converting institution and the Comparables have a
normal amount of book value. The P/BV approach could seriously understate the value
of an|institution that has almost no book value but has an outstanding future earnings

potential. For converting institutions with high net worth, the appraiser may have
difficulty in arriving at a pro forma market value because of pressure placed on the P/E
multiple as higher P/BV levels are required to reflect a simtlar P/BV ratio as the peer
group| average. The P/BV approach also suffers from the use of historical cost accounting
data.’

Since thrift earnings in general have had a high degree of volatility over the past decade,
the P/B is utilized frequently as the benchmark for market value. A better approach is the
P/TBlapproach. In general, investors tend to price financial institutions on a tangible
book basis, because it incorporates the P/B approach adjusted for intangibles. Initially
following conversion, FinPro believes that thrifts often trade on a price to tangible book
basis.

Price to Assets - According to the Appraisal Guidelines: “This approach remedies the

probltl:ms of a small base that can occur with the P/BV approach, but the approach has
many|of the other limitations of the latter approach (the P/BV approach).” FinPro places
little weight on this valuation approach due to the lack of consideration of asset and
funding mixes and the resulting earnings impact.
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FullL OFFERING VALUE IN
RELAITION To COMPARABLES

Based upon the adjustment defined in the section above, the Bank is pricing at the midpoint as if
fully converted is estimated to be $18,000,000. Based upon a range below and above the
midpoint value, the relative values are $15,300,000 at the minimum and $20,700,000 at the
maximum respectively. At the super maximum of the range, the offering value would be

$23,805,000.

At the various levels of the estimated value range, the full offering would result in the following

offering data:

FIGURE 38 - VALUE RANGE - FULL OFFERING

Total Shares Price Total
Conclusion Shares Per Share Value
Appraised Value - Midpoint 1,800,000 10.00 § 18,000,000
Range:
- Minimum 1,530,000 10.00 15,300,000
- Maximum 2,070,000 10.00 20,700,000
- Super Maximum 2,380,500 10.00 23,805,000

Source: FinPro|Inc. Pro forma Model
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FIGURE 39 — As IF FULLY CONVERTED OFFERING PRICING MULTIPLES

[ Bank | Comparables ] State | Nationat |
Min 16.39
Price-Core Earnings Ratjo P/E Mid 18.52 33.27 21.39 28.26 23.75 36.89 3263
Max 20.41
Smax 273
Min 71.89%
Price-to-Rook Ratig P/B Mid 76.05% 39.93% 91.15% 90.35% Fi.15% 97.47% 97.62%
Max 79.39%
Smax B2 N%
Min 71.89%
ible Bogk Ratin P/TB Mid 76.05% 94.93% 96.75% 94.84% 97.87% 99.93% 97.67%
Max 79.49%
Smax B2.N%
Min 11.75%
Price-tp-Agsets Ratip P/A Mid 13.58% 21.02% 19.21% 2191% 19.21% 24.80% 23.99%
Max 15.34%
Smax 17.29%
Source: FinPro|Calculations

FIGURE 40 - COMPARABLE AS IF FULLY CONVERTED PRICING MULTIPLES TO THE BANK'S PRO
FORMA MIDPOINT
Price Relative to
Eamings Core Eamnings Book Tangible Book Assels
The Bank (at midpoint) Full Conversion 15.38 18.52 76.05% 76.05% 13.58%
Comparable Group Median 25.45 27.39 91.15% 96.75% 19.21%
(Discount) Premiim -39.37% -32.39% -16.57% -21.39% -29.29%

Source: SNL dzlta, FinPro Calculations

As Figure 40 demonstrates, at the midpoint of the estimated valuation range the Bank is priced at
a discount 0f32.39% on a fully converted core earnings basis. On a price to fully converted
tangtble book basis, the Bank is priced at a 21.39% discount to the Comparable Group.

FIGURE 41 - COMPARABLE AS If FULLY CONVERTED PRICING MULTIPLES TO THE BANK’S PRO

FORMA SUPER MAXIMUM

Price Relative to
Earnings Core Eamings Book Tangible Book Assels
The Bank (at the supermax) Full Conversion i8.87 22.73 82.71% 82.71% 17.29%
Comparable Group Median 25.45 27.39 91.15% 96.75% 19.21%
(Discount) Premium -25.86% -17.02% -9.26% -14.51% -9.97%

Source: SNL dalta, FinPro Calculations

As Figure 41 demonstrates, at the super maximum of the estimated valuation range the Bank is
priced at a discount of 17.02% on a fully converted core eamnings basis. On a price to fully
converted tangible book basis, the Bank is priced at a 14.51% discount to the Comparable Group.
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The Bank prilcing at the midpoint for a MHC conversion assuming an issuance of 45.00%, 1s
$8,100,000. Based upon a range below and above the midpoint value, the relative values are
$6,885,000 at the minimum and $9,315,000 at the maximum, respectively. At the super
maximum of the range, the offering value would be $10,712,250.

FIGURE 42 - VALUE RANGE MHC OFFERING DATA

Total Price per Total
Conclusion Shares Share Value
Appraised Value - 515,300,000 at 45% 688 500 £10.00 $6,885,000
Appraised Value - 18,000,000 at 45% 810,000 $10.00 $8,100,000
Appraised Value - $20,700,000 at 45% 931,500 $10.00 $9.315,000
Appraised Value - 323,805,000 at 45% 1,071,225 $10.00 $10,712,250

Source: FinPro Inc. Pro forma Model

FIGURE 43 -|COMPARABLE MHC PRICING MULTIPLES TO THE BANK’S PRO FORMA MIDPOINT

Price Relative to
Eamings Core Eamings Book Tangible Book Assels
The Bank (at midpoint) MHC 18.52 23.26 121.07% 121.07% 14.54%
Unadjusted MHC Trading Median 28.70 37.20 157.50% 177.60% 21.17%
{Discount) Premium -35.47% -37.47% -23.13% -31.83% -31.32%

[
Source: SNL data, FinPro Calculations

As Figure 43 cliemonstrates, at the midpoint of the estimated valuation range the Bank is priced at
a discount of 37.47% on a MHC core earnings basis. On a price to MHC tangibie book basis, the
Bank is priced at a 31.83% discount to the Comparable Group.

FIGURE 44 - ComPARABLE MHC PRICING MULTIPLES TO THE BANK’S PRO FORMA SUPER

Maximum
Price Relative to
Eamings Core Eamings Book Tangible Book Assets
The Bank {at the supermax) MHC 23.81 29.41 138.89% 138.89% 18.89%
Unadjusted MHC Trading Median 28.70 37.20 157.50% 177.60% 21.17%
Discount) Premium -17.04% -20.94% -11.82% -21.80% -10.77%

Source: SNL datL, FinPro Calculations

As Figure 44 olemonstrates, at the super maximum of the estimated valuation range the Bank is
priced at a discount of 20.94% on a MHC core earnings basis. On a price to MHC tangible book
basis, the Bank is priced at a 21.80% discount to the Comparable Group. ‘
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|
COMPARISON TO RECENT
MHC CONVERSIONS

Asa secondall—y check, to verify and validate that the range created on a comparable basis is
appropriate, EinPro compared the pricing of this deal relative to other MHC conversions.

FIGURE 45 — COMPARISON TO FILED AND PENDING MHC OFFERINGS

Super Maximum
Appraisal Price to
Full Converted
Name State Tangible Book
Hometown Bancorp NY 82.71%
Applications Filed:
None
Pending Offerings:
Delanco Bancorp NJ 84.57%
Sugar Creek Financial Corp. IL 73.11%
TFS Financial Corp. OH 87.48%
Closed, But Not Trading:
None

Source: 03/05/07 Cenversion Watch

FinPro also considered the trading multiples of other recently converted Upstate New York
MHCs relative to the Bank on a fully converted basis.

FIGURE 46 — COMPARISON TO RECENT UPSTATE NEW YORK MHCs

Current Cun'enl[ Current Price in Relation to 1
Stock Market Tangible

Price Value LTM EPS LTM Core EPS Book Value Book Value Assets

Ticker Short Name (%) {($M) (x) {x) (%) (%) (%)
SCAY Seneca-(:.i‘ayugn Bancarp, Inc. (MHC) 9.15 21.80 80.31 91.98 74.17 75.24 13.27
LSBK Lake Shore Bancorp, Inc. (MHC) 12.00 79.40 30.88 30.88 87.38 87.38 2029
Hometown Bancorp, Inc. - Midpoint 10.00 18.00 15.38 18.52 76.05 76.05 13.58
Hometown Bancorp, Inc. - Smax 10.00 23.80 18.87 22,73 32.71 82.71 17.29

Source: FinPro Calculations
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VAI.I.UATION CONCLUSION

We believe that the discount on a tangible book basis ts appropriate relative to the Comparable
Group. This range was confirmed by our analysis of other filed MHC offerings and recent
Upstate New [York MHCs as secondary checks.

[t 1s, therefore, FinPro’s opinion that as of March 5, 2007, the estimated pro forma market vaiue
of the Bank in a full offering was $18,000,000 at the midpoint of a range with a minimum of
$15,300,000 tlo a maximum of $20,700,000 at 15% below and 15% above the midpoint of the
range respectively. Assuming an adjusted maximum value of 15% above the maximum value,
the adjusted maximum value or super maximum value in a full offering is $23,805,000.

Using the pro|forma market values for a full offering shown above, the amount of stock publicly
offered as parlt of the MHC reorganization issuing 45.00% will equal 688,500 shares, 810,000
shares, 931,500 shares and 1,071,225 shares at the minimum, midpoint, maximum and super
maximum, respectively.

The document represents an initial valuation for the Bank. Due to the duration of time that
passes between the time this document is compiled and the time the offering closes, numerous
factors could lead FinPro to update or revise the appraised value of the Bank. Some factors that
could lead Fin!Pro to adjust the appraised value include: (1) changes in the Bank’s operations and
financial condition; (2) changes in the market valuation or financial condition of the Comparable
Group; (3) changes in the broader market; and (4) changes in the market for thrift conversions.
Should there ble material changes to any of these factors, FinPro will prepare an appraisal update
to appropriately adjust the value of the Bank. At the time of closing, FinPro will prepare a final
appraisal to determine if the valuation range is still appropriate and determine the exact valuation
amount appropriate for the Bank.
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Exhibit 2.
Consolidated Balance Sheets

December 31,

2006 2005

{Dollars in Thousands,
Except Per Share Data)

Assets
Cash and due ﬁlom banks g 2,726 $ 3,499
Interest bearing demand deposits with banks 539 2,303
Cash and Cash Equivalents 3,265 5,802
Securities availzlxble for sale 997 2,952
Securities held Eo maturity (fair value 2006 $11,016; 2005 $2,359) 11,044 2,431
Loans held for %Ele 1,168 81
Loans receivable, net of allowance for loan losses (2006 $623; 2005 $531) 96,665 82,864
Premises and equipment, net 2,527 2,377
Federal Home Lloan Bank stock, at cost 233 108
Foreclosed real estate - 222
Accrued interest receivable and other assets 1,514 1,392
Total Assets $i17,413 $98,229
Liabilities and Stockholder’s Equity
Liabilities
Deposits:
Noninterest|bearing $ 18,692 $18,434
Interest bearing 85,826 71,001
Total Deposits 104,518 89,435
Federal Home Loan Bank advances 2,525 .
Advances from borrowers for taxes and insurance 432 396
Accrued interest payable 384 13
Other liabilities 1,034 621
Total Liabilities 108,893 90,465

Commitments and Contingencies - -

Stockholder’s Equity

Preferred stock, Yé0.0l par value; 3,000,000 shares authorized and unissued - -
Common stock, $0.01 par value; 7,000,000 shares authorized; issued and
outstanding (2006 100 shares; 2005 -0- shares) - -

Paid-in capital ' 150 -
Retained earningsI 8,372 7,809
Accumulated other comprehensive loss (2) (45
Total Stockholder’s Equity 8,520 7,764
Total Liabilities and Stockholder’s Equity $117,413 398,229

See notes to consolidated financial statements.




Exhibit 3.
Consolidated S

Interest Income
Loans receivable)

Securities, taxable

Other

tatements of Income

including fees

Total Interest Income

Interest Expense
Deposits

Federal Home Lo

Total Interest

Net Interest [

an Bank advances
Expense

ncome

Provision for Loan
Net Interest I

Other Income

Banking fees and
Mortgage banking|

Losses

ncome after Provision for Loan Losses

service charges
mncome, net

Investment brokerage fees

Realized losses on
Foreclosed assets,

sales of securities
net

Years Ended December 31,

Other

Total OQther Income

Other Expenses

Salaries and employee benefits
Occupancy and equipment

Professional fees
Advertising and marketing
Data processing
Telephone and postage
Other

Total Other Expenses
Income before Income Taxes.
Income Tax Expense

Net Income

2006 2005
(In Thousands)
$6,768 £5,613
551 183
175 120
7,494 5,916
2,198 1,124
105 42
2,303 1,166
5,191 4,750
102 99
5,089 4,651
826 672
319 473
76 74
77 (2)
383 (48)
80 79
1,607 1,248
3,165 2,890
573 512
182 103
268 198
440 347
188 167
500 473
5,316 4,690
1,380 1,209
517 482
S 863 § 727




Exhibit 4.
Consolidated Statements of Stockholder’s Equity
Years Ended December 31, 2006 and 2005

(In Thousands)
Accumulated
Other
Common Paid-In Retained Comprehensive
Stock Capital Earnings Loss Total
Balance - December 31, 2004 3 - 5 - 37,082 $(24) £7,058

Comprehensive income:
Net income - - 727 - 727
Change in net Iunreallizf:d losses
on securities available for
sale, net of reclassification

adjustment and taxes - - - 2n (21)
Total Comprehensive Income : 706
Balance - December 31, 2005 - - 7,809 (45) 7,764

Comprehensive income:
Net income - - 863 - 863
Change n net L|mrealized losses
on securities available for
sale, net of lreclassification
adjustment and taxes - - - 43 43

Total Comprehensive Income 906

Capitalization of Hometown

Bancorp, Inc. - 150 (150) - -
Dividend paid to capitalize
Hometown Bancorp, MHC - - (150) - (150)

Balance - December 31, 2006 s - $150 $8,372 $(2) $8,520




Exhibit 5.
Consolidated

Statements of Cash Flows

Cash Flows from Operating Activities

Net income

Adjustments to reconcile net income to net cash provided by operating activities:

o I o
Depreciation apd amortization expense
Provision for loan losses

Amortization

Net amortization (accretion) of securities premiums and discounts

af mortgage servicing rights

Deferred income taxes (benefit)

Net realized io:ss on sales of securities

Net gain on sale of loans

Loans originated for sale

Proceeds fromy(sale of loans

Net realized gain on sale of foreclosed assets

Increase in accrued interest receivable and other assets
Increase in accrued interest payable and other liabilities

Net Cash

Cash Flows from |

Provided by Operating Activities

avesting Activities

Activity in available for sale securities:

Purchases

Proceeds from|sales
Activity in held to maturity securities:

Purchases

Maturities, calls and principal repayments
Net increase in loans receivable

Purchases of loan participations
Proceeds from sale of foreclosed assets

Net (increase) de
Purchases of ban

Net Cash

| .
crease in Federal Home Loan Bank stock
k premises and equipment

Used in Investing Activities

Cash Flows from Financing Activities

Net increase in dt':posits
Net increase in Federal Home Loan Bank advances
Increase in advances from borrowers for taxes and insurance

Dividend paid to

Net Cash

‘!Hometown Bancorp, MHC

Provided by Financing Activities

Net Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Eq

Cash and Cash Eq

Supplementary Ca
Interest paid

Income taxes pai

Loans transferred

uivalents - Beginning

uivalents - Ending

sh Flows Information

d

to foreclosed real estate

Years Ended December 31,

2006

2005

{In Thousands)

S 863 $ 727
209 163
102 99
180 223
(74) 4
(96) (101)
77 2

218) (249)

(12,280) (19,495)

11,411 19,663
(451) ;
(302) (96)
851 41
272 981
(1,051) (102)
3,000 -
(9,853) -
1,315 1,714
(11,675) (10,936)
(2,228) -
673 854
(125) 207
(359) (293)
(20,303) (8,556)
15,083 10,243
2,525 -
36 34
(150) -
17,494 10,277
(2,537 2,702
5,802 3,100

$ 3,265 $ 5,802

$1,932 51,157

s 703 $ 572

$ - $ 1019




Exhibit 6
Net Income Reconciliation
For the Twelve Months Ended December 31, 2006

Description
03/31/06 TFR SO Netincome (three months)
06/30/06 TFR SO Net 1Income (three months)
09/30/06 TFR 50 Net income {three months)
12/31/06 TFR SO Net Income (three months)
Net Income for 12 M01|1ths Ended 12/31/06

Consolidated net income for 12 months ended 09/30/06
Vanance

Adjustments:
Plus: Reclassification of depreciation expense net of tax, not caputred in the TFR

Plus: Hoiding Companly expense not reported on Bank TFR report

Total Adjustments
Variance - Other

$

Net Income

(8 in 000's)
102
107
209
420

838

863

(25)

20
3

23

(2
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