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Board of Directors

Beacon Federal

5000 Brittonfield Parkway

East Syracuse, New York 13057

Members of the Board of Directors:

At your request, we have completed and hereby provide an independent appraisal
{(“Appraisal”) of the estimated pro forma market value of the common stock which is to be
offered in connection with the plan of conversion described below. This Appraisal is furnished
pursuant to the conversion regulations promulgated by the Office of Thrift Supervision (“OTS”).
Specifically, this Appraisal has been prepared in accordance with the “Guidelines for Appraisal
Reports for the Valuation of Savings and Loan Associations Converting from Mutual to Stock
Form of Organization” as set forth by the OTS, and applicable regulatory interpretations thereof.

Description of Plan of Conversion

. On March 22, 2007, the Board of Directors of the Beacon Federal (“Beacon Federal” or
the “Association”) adopted a plan of conversion, incorporated herein by reference, in which the
Association will convert from a federally-chartered mutual savings association to a federally-
chartered stock savings association and become a wholly-owned subsidiary of Beacon Federal
Bancorp, Inc., (“Beacon Federal Bancorp” or the “Company”) a newly formed Maryland
corporation. The Company will offer 100% of its common stock to qualifying depositors of
Beacon Federal in a subscription offering and, if necessary, to members of the general public
through a community or syndicated community offering. Going forward, Beacon Federal
Bancorp will own 100% of the Association's stock, and the Association will initially be the
Company’s sole subsidiary. A portion of the net proceeds received from the sale of common
stock will be used to purchase all of the then to be issued and outstanding capital stock of the
Association and the balance of the net proceeds will be retained by the Company.

Pursuant to the plan of conversion, Beacon Federal Bancorp will offer its stock in a
subscription offering to Eligible Account Holders, Tax-Qualified Plans, Supplemental Eligible
Account Holders, and Other Members. To the extent that shares remain available for purchase
after satisfaction of all subscriptions received in the subscription offering, the shares may be
offered for sale in a direct or syndicated community offering.

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
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At this time, no other activities are contemplated for Beacon Federal Bancorp other than
the ownership of the Association, a loan to the newly-formed ESOP and reinvestment of the
proceeds that are retained by Beacon Federal Bancorp. In the future, the Company may acquire
or organize other operating subsidiaries, diversify into other banking-related activities, pay
dividends to shareholders and/or repurchase its stock, although there are no specific plans to
undertake such activities at the present time.

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 independent of the Association and the other parties engaged by Beacon
Federal to assist in the corporate reorganization and stock 1ssuance process.

Valuation Methodologv

In preparing our appraisal, we have reviewed the Association’s and the Company’s
regulatory applications, including the prospectus as filed with the Office of Thrift Supervision
and the Securities and Exchange Commission (“SEC™). We have conducted a financial analysis
of the Association that has included due diligence related discussions with Beacon Federal’s
management; Crowe Chizek and Company, LLC, the Association’s independent auditor; Luse
Gorman Pomerenk & Schick, PC, Beacon Federal’s conversion counsel; and Keefe Bruyette &
Woods, Inc., who has been retained as the financial and marketing advisor in connection with the
Association’s stock offering. All conclusions 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 reliable, we cannot
guarantee the accuracy and completeness of such information.

We have investigated the competitive environment within which Beacon Federal operates
and have assessed the Association’s relative strengths and weaknesses. We have monitored all
material regulatory and legislative actions affecting financial institutions generally and analyzed
the potential impact of such developments on Beacon Federal and the industry as a whole to the
extent we were aware of such matters. We have analyzed the potential effects of the stock
conversion on the Association’s operating characteristics and financial performance as they
relate to the pro forma market value of Beacon Federal Bancorp. We have reviewed the
economy and demographic characteristics of the primary market area in which the Association
currently operates. We have compared Beacon Federal’s financial performance and condition
with publicly-traded thrift institutions evaluated and selected in accordance with the Valuation
Guidelines, as well as all publicly-traded thrifts and thrift holding companies. We have reviewed
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conditions in the securities markets in general and the market for thrifts and thrift holding
compantes, inciuding the market for new issues.

The Appraisal is based on Beacon Federal’s representation that the information contained
in the regulatory applications and additional information furnished to us by the Association and
its independent auditors, legal counsel, investment bankers and other authorized agents are
truthful, accurate and complete. We did not independently verify the financial statements and
other information provided by the Association, or its independent -auditors, legal counsel,
investment bankers and other authorized agents nor did we independently value the assets or
liabilities of the Association. The valuation considers Beacon Federal only as a going concern
and should not be considered as an indication of the Association’s liquidation value.

Our appraised value is predicated on a continuation of the current operating environment
for the Association and the Company and for all thrifts and their holding companies. Changes in
the local and national economy, the federal and state legislative and regulatory environments 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 Association’s value alone. It is our understanding that Beacon Federal intends to
remain an independent institution and there are no current plans for selling control of the
Association as a converted institution. To the extent that such factors can be foreseen, they have
been factored into our analysis.

The estimated 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 1s our opinion that, as of May 25, 2007, the estimated aggregate pro forma market
value of the shares to be issued immediately following the conversion equaled $90,000,000 at the
midpoint, equal to 9,000,000 shares offered at a per share value of $10.00. Pursuant to
conversion guidelines, the 15% offering range indicates a minimum value of $76,500,000 and a
maximum value of $103,500,000. Based on the $10.00 per share offering price determined by
the Board, this valuation range equates to total shares outstanding of 7,650,000 at the minimum
and 10,350,000 at the maximum. In the event the appraised value is subject to an increase, the
aggregate pro forma market value may be increased up to a supermaximum value of
$119,025,000 without a resolicitation. Based on the $10.00 per share offering price, the
supermaximum value would result in total shares outstanding of 11,902,500,
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Limiting Factors and Considerations

The valuation is not intended, 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 determined in accordance with applicable regulatory guidelines and 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 estimated pro forma market value thereof. The appraisal reflects only
a valuation range as of this date for the pro forma market value of Beacon Federal Bancorp
immediately upon issuance of the stock and does not take into account any trading activity with
respect to the purchase and sale of common stock in the secondary market on the date of
issuance of such securities or at anytime thereafter following the completion of the public stock
offering.

The valuation prepared by RP Financial in accordance with applicable regulatory
guidelines was based on the financial condition and operations of Beacon Federal as of March
31, 2007, the date of the financial data included in the 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 RP Financial, its principals or employees from purchasing stock of its
financial institution clients,
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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 financial performance and condition of Beacon Federal, management policies, and current
conditions in the equity markets for thrift stocks, both existing issues and new issues. These
updates may also consider changes in other external factors which impact value including, but
not limited to: various changes in the federal and state legislative and regulatory environments
for financial institutions, 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.

Re%ectfully submitted,
RP™ FINANCIAL, LC.

B
WMM——’;

William E. Pommerening
CEO and Managing Director

James J. 05
Senior Vice President
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I. OVERVIEW AND FINANCIAL ANALYSIS

Introduction

Beacon Federal is a federally-chartered savings association headquartered in East
Syracuse, New York. Beacon operates a network of seven branch offices and serves a diverse
market area which includes the Syracuse/Rome region of northcentral New York (branches in
East Syracuse, Rome and Marcy), the northeast section of Massachusetts (Chelmsford), central
Tennessee near Nashville (Smyma and Smartt), and east Texas (Tyler). The disperse branch
office network is primarily the result of Beacon Federal’s history of credit union operations,.
whereby the Association’s primary customers were employees of the Carrier Corporation, which
had operating facilities in central New York, Tennessee and Texas. The Massachusetts office
was affiliated with another corporation. The major portions of the Association’s activities are
conducted within the markets served by the retail branches and surrounding contiguous markets.
A map of the Association’s branch office locations is provided in Exhibit I-1. Beacon Federal is
a member of the Federal Home Loan Bank (“FHLB”) system, and its deposits are insured up to
the regulatory maximums by the Deposit Insurance Fund of the Federal Deposit Insurance
Corporation (“FDIC”). At March 31, 2007, the Association had $648.1 million in assets, $519.6
million in deposits and total equity of $44.7 million, equal to 6.9% of total assets. The

Association’s audited financial statements are included by reference as Exhibit [-2.

Plan of Conversion

The Board of Directors of the Association adopted a plan of conversion on March 22,
2007. Pursuant to the plan of conversion, the organization will convert from the mutual form of
organization to the full stock form and will sell shares of common stock to the public in a stock
offering. The newly created Beacon Federal Financial will own 100% of the common stock of
the Association. When the stock issuance is completed, all of the capital stock of the Association
will be owned by Beacon Federal Financial, and all of the common stock of Beacon Federal

Financial will be owned by public stockholders.

At this time, no other activities are contemplated for the Company other than the

ownership of the Association, providing a loan to the newly-formed employee stock ownership
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plan (the “ESOP”) and reinvestment of the proceeds that are retained by the Company. In the
future, Beacon Federal Financial may acquire or organize other operating subsidiaries, diversify
into other banking-related activities, pay dividends to shareholders and/or repurchase its stock,

although there are no specific plans to undertake such activities at the present time,

Strategic Overview

Beacon Federal was originally organized as the “Carrier Employees Federal Credit
Union™ in 1953, and in its early history served primarily the Syracuse employees of the Carrier
Corporation, a large industrial company headquartered in East Syracuse, New York with
operations in many cities across the United States. Through this connection with Carrier, the
Association acquired a series of other credit unions that also served Carrier employees, acquiring
a total of nine smaller credit unions between 1980 and 2003. This process continued in 2006 as
Beacon Federal completed the acquisition of Marcy Federal Credit Union, Marcy, New York,
and added the Rome and Marcy branches to the office network. Beacon Federal operated as a
credit union until 1999, when the Association converted to a savings and loan association
charter. As a credit union, the Beacon provided loan and deposit products and services to
members, with lending activities focused on consumer loans (automobile, credit card and
personal loans) and retail deposit products consisting of a relatively full line of consumer
products. The Association historically maintained a high loans/assets ratio, and thus had
minimal levels of other assets, such as investment securities. By 1999, in addition to serving the
employees of Carrier, Beacon operated as'a “SEG” based credit union, and had sponsorship
relations with about 220 companies, whereby Beacon Federal would be the credit union of
choice for employees of those companies. These companies were located primarily in the areas

surrounding the office locations. Assets as of December 31, 1999 approximated $177 million,

The charter conversion to a savings and loan association in 1999 was pursued in order to
diversify the customer base beyond the Carrier employees and allow the Association to compete
in the general banking market for customers. The Directors believed that the long-term viability
of the Association was uncertain under the more restrictive credit union charter and that the
dependence on Carmier Corporation employees raised the risk inherent in the Association’s

growth prospects. Upon converting to a savings and loan association, Beacon Federal began a
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process of operating to service the general community, and began changing the loan portfolio
composition to lessen the proportion of consumer loans. This was done to achieve comphance
with Office of Thrift Supervision lean portfolio limitations, and also reflected a change in
strategy of increasing the level of real estate secured lending. Between December 31, 1999 and
March 31, 2007, consumer loans were reduced from 96% to 17% of total loans. Growth of the
Association was also Pursued, and assets increased to approximately $650 million as of March
31, 2007. Since the charter change, Beacon Federal has maintained a focus on loans receivable,
and the loans/assets ratio was 86% as of March 31, 2007. Since 1999, the lending focus has been
on increasing the level of commercial real estate loans, including multi-family property loans,
commercial business loans, home equity loans and loans secured by 1-4 family residential
property. Additional personnel and systems are in place to support the lending strategies,
partiéularly in the commercial lending area. Experienced personnel were hired, policies and
procedures were prepared and applied, and a management structure was established to enable
stronger growth. Regarding back-office operations, the accounting, marketing and technology
areas were improved and organized to support and enable the Association’s longer term business
and strategic plan. Funding for growth has consisted of growth within the existing branch office
network, continued acquisitions of smaller credit unions, and use of borrowed funds. Deposit
growth was funded whereby a broader line of both retail and business deposit products were

developed and marketed.

An important strategic action for Beacon Federal since the charter conversion has been to
maintain the dispersed branch office network, as the Association has not acted to build a de novo
branch office network; either in the headquarters area of Syracuse, or any of the other market
areas served. The decision was made to not open de novo offices based on the costs involved
and the number of offices that might be required to become truly competitive as’a retail bank in
that specific market. Instead, Beacon has acted to increase deposits (mainly certificates of
deposit) as much as pdssible in the existing branches and has used both brokered deposits and
borrowed funds to expand the balance sheet. The Association also made a substantial investment
in technology to provide for increased operating efficiencies and more cost-effective growth.
This strategy of not dé'veloping a branch office network in a single region has had the result of

limiting Beacon Federal’s ability 1o raise core deposits (particularly checking accounts) and
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attract non-interest commercial checking accounts.  Customer preference for financial
institutions with large branch office networks in a single area limits the attractiveness of Beacon
Federal as the institution of choice for primary checking account relationships. This has resulted

in relatively elevated funding costs, but more efficient operations.

The post-offering business plan of the Association is expected to continue to focus on
products and services which have facilitated Beacon’s recent growth. Specifically, Beacon will
continue to be an indépendent community-oriented financial institution with a commitment to
local real estate financing with operations funded by retail deposits, borrowings, equity capital
and internal cash flows. Beacon Federal does not intend to open additional de novo branch
office locations, but may add branch offices through merger, similar to the past. In addition, the
Association will continue to emphasize commercial real estate and business loans, home equity
loans, 1-4 family residential property loans, consumer loans and construction loans as the areas

of lending diversification.

The Association’s Board of Directors has elected to complete a mutual-to-stock
conversion to improve the competitive position of Beacon Federal. The capital realized from the
stock offering will increase the operating flexibility and overall financial strength of the
Association. The additional capital realized from stock proceeds will increase liquidity to
support funding of future loan growth and other interest-earning assets. Beacon Federal’s higher
capital position resulting from the infusion of stock proceeds will also serve to reduce interest
rate tisk, particularly through enhancing the Association’s interest-eamning assets to interest-
bearing liabilities (“IEA/IBL”) ratio. The stock offering proceeds will provide supplemental
funding for lending and increase the Association’s loan growth potential, as well as position the
Association to take advantage of expansion opportunities as they arise. Such expansion would
most likely occur throi\gh the acquisition of additional banking offices or customer facilities that
would provide for further penetration in the markets currently served by the Association or
nearby surrounding markets. The Association will also be better positioned to pursue growth
through acquisition of other financial institutions or financial services providers given its
strengthened capital position and the ability to use stock as merger currency. The projected uses

of proceeds are highlighted below.
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¢ Beacon Federal Financial. The Company intends to retain up to 50% of the
remaining 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 Association, repurchases of common stock, and the payment of regular
and/or special cash dividends. »

o Beacon Federal. Approx1mately 50% of the remaining net stock proceeds will be
infused into the Association in exchange for all of the Association’s newly issued
stock. Cash proceeds (i.e., net proceeds less deposits withdrawn to fund stock
purchases) infused into the Association are anticipated to become part of general
operating funds, and are expected to be primarily utilized to fund loan growth.

Overall, it is the Association’s objective to pursue growth thar will serve to increase
returns, while, at the same time, growth will not be pursued that could potentially compromise

the overall risk associated with Beacon Federal’s operations.

Balance Sheet Trends _

Table 1.1 shows the Association’s historical balance sheet data for the past five fiscal
years and as of March 31, 2007. From fiscal year end 2002 through March 31,2007, Beacon
Federal’s assets increased at a 22.7% annual rate. Asset growth was largely channeled into loan
growth, and loans currently constitute the major pertion of the Association’s [EA composition,
equal to 86.0% of assets at March 31, 2007. Asset growth has been funded with a combination
of deposits, borrowings and increases in retained earnings. A summary of Beacén Federal’s key

operating ratios for the past five years are presented in Exhibit I-3.

Beacon Federal’s loans receivable increased at a 22.0% annual rate from year end 2002
through March 31, 2007, similar to overall asset growth rates over the same period. As a result,
the loans-to-assets ratid has remained in a relatively narrow range of a low of 81.4% of assets at
fiscal year end 2003,&0 a high of 88.4% at fiscal year end 2006. The lending diversification
strategy put into place upon the charter conversion to a savings association is evident in that
16.6% of total loans consisted of consumer loans at March 31, 2007, down from a high of 50.6%
at June 30, 2002. Horne equity loans have increased from 26.8% of loans at year end 2002 to
34.6% at March 31, 2007, representing the largest segment of the loan portfolio. Other areas of

diversification include 1-4 family restdential mortgage loans (23.3% of fotal loans), commercial
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business loans (10.7% of total loans) and commercial real estate loans (10.5% of total loans).
The remaining portion of the real estate secured loan portfolio conststed of multi-family loans, in
which originations were begun in fiscal 2005 (3.3% of total loans) and construction loans (1.0%
of total loans). Overall, since fiscal year end 2002, the proportion of non-mortgage loans as a

percent of total loans has declined from 52.6% of total loans to the current 27.3%.

The intent of the Association's investment policy is to provide adequate liquidity and 10
generate a favorable return within the context of supporting Beacon Federal’s overall credit and
interest rate risk objectives. Over the past five and one-quarter years, the Association’s level of
cash, cash equivalents, investment securities and mortgage-backed securities (“MBS”) ranged
from a high of 16.1% of assets at fiscal year end 2003 to a low of 9.4% of assets at December 31,
2002. As of March 31, 2007, these asset categories totaled 12.3% of assets. A

Essentially all of the Association’s investment securities are consist of investment in
mortgage-backed securities and collateralized mortgage obligations (“MBS/CMOs”). Beacon
Federal purchases MBS/CMOs in the secondary market, with the portfolio consisting
substantially of securities guaranteed or insured by a federal agency. MBS/CMOs are generally
purchased as a means to deploy excess liquidity at more favorable yields than other investment
alternatives that are consistent with Beacon Federal’s investment philosophy. The Association’s
portfolic of MBS/CMOs totaled $43.9 million, or 6.8% of assets at March 31, 2007, with
approximately 80% of the portfolio classified as held-to-maturity. As of March 31, 2007, there
was a net pre-tax unrealized loss on the held-to-maturity portfolio of mortgage-backed securities
and CMOs of $647,000. The portion of MBS/CMOs classified as available-for-sale carried a
pre-tax gain of $17,000 at the same date. The current balance of MBS/CMOs represents a
decline from a high of $44.7 million at December 31, 2006. "

The only other investment securities held by the Association at March 31, 2007 consisted
of U.S. Government agency obligations ($1.8 million) and FHLB stock ($3.8 million). To assist
in management of interest rate risk, most of the U.S. Government agency obligations mature
within a one-year period, with the remaining balances maturing within a five year period. The
Association also maintained cash, cash equivalents and interest bearing deposits of $34.0
million, or 5.3% of assets, as of March 31, 2007, with such funds used for operating needs of the

Association. The balance of these assets has grown in the most recent period due to inflows of




RPPF inancial, LC.
Page 1.8

deposit funds, while loan demand has moderated. No material changes are planned for the
Association’s investment strategy over the near term future. Exhibit I-4 provides historical detail

of the Bank's investment portfolio.

Fixed assets totaled $3.9 million or 0.60% of assets at March 31, 2007, consisting of
investment in land, buildings, furniture, fixtures, equipment, and leasehold improvements. This
is a relatively low investment in fixed assets as a percent of total assets, and has assisted in
enhancing profitability, as earning assets have been maximized. Most of the Association’s
offices were obtained through mergers of former credit unions. Beacon Federal also leases its
administrative office quarters, which houses a material portion of the Association’s operations

and employees.

Over the past five years, Beacon Federal’s funding needs have been substantially met
through retai! and wholesale deposits, borrowings, internal cash flows and retained earmings.
From year end 2002 through March 31, 2007, the Association’s deposits increased at an annual
rate of 21.2%. Deposits have increased steadily over that time period, as the Association has
continued efforts to attract retail deposit funds and also has utilized wholesa]e. funds such as
brokered deposits. Deposits as a percent of assets declined from 84.5% at year end 2002 to
75.8% at year end 2004 as the Association has made additional use of borrowed funds to support
its growth objectives. Since that date, deposits have continued on a growth pattern, increasing
the ratio to the current 80.2% of assets. The balances of transaction and savings accounts have
increased minimally in balance over the time period shown in Table 1.1, and have decreased as a
percent of total deposits, equaling 44.3% of total deposits at March 31, 2007, a decrease from
62.9% as of December 31, 2002.

Borrowings have served as an alternative funding source to address funding needs for
growth, managing funding costs and managing interest rate risk. Borrowings have become a
more prominent funding source for the Association during the past five and one-quarter years,
increasing from 4.8% of assets at fiscal year end 2002 to 12.8% of assets at March 31, 2007.
The Association’s use of borrowings has included both FHLB advances and securities sold under
agreement to repurchase, and at March 31, 2007 the $82.8 million of borrowings held by the

Association consisted of $67.6 million of FHLB advances and $15.2 million of repurchase
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agreements. Use of borrowed funds has also assisted in lowering the relative level of operating

expenses, as no additicnal direct expenses are required for borrowed funds.

Since year end 2002, the retention of earnings, net of the adjustment for the net
unrealized loss or gain on AFS securities have translated into an annual equity growth rate of
11.1% for the Association. Asset growth outpaced the Association’s equity, as Beacon Federal’s
equity-to-assets ratio decreased from 10.5% at year end 2002 to 6.9% at March 31, 2007, as the
Association sought to leverage its equity. The equity growth rate has been limited by the
Association’s profitability level. Due to the low level of assets classified as available-for-sale,
the equity adjustment for such securities has been minimal over the recent past. All of the
Association’s capital consists of tangible capital, and the Association maintained capital
surpluses relative to a!l of its regulatory capital requirements at March 31, 2007, resulting in
“well capitalized” status. The addition of stock proceeds downstreamed to the Association will
serve to strengthen Beacon Federal’s capital position, support growth objectives, and improve
Beacon Federal’s competitive posture within its primary market area, as well as possibly support
expansion into other hearby markets if favorable growth opportunities are presented. At the
same time, as the result of the Association’s higher pro forma capital position, Beacon Federal’s

ROE can be expected to imtially be below industry averages following its stock offering.

Income and Expense Trends

Table 1.2 shows the Association’s historical income statements for the pasi five years and
for the most recent twelve month period. While the Association reported positive earnings over
the past five years, current profitability is at a five and one-quarter year low at 0.20% of average
assets, as compared to a high of 1.42% of average assets during 2003. The lower current return
is attributable to a redriced net interest income ratio. Other revenues for the Association largely
are derived from customer service fees, which constitute the major portion of the Association’s
non-interest operating income. The amount of loan loss provisions the Association established
over the past five years and one-quarter years has remained relatively steady in dollar terms, as
favorable credit quality through March 31, 2007 along with the shift in the loan portfolio to
greater levels of real ‘estate secured loans has been offset by the overall growth in the loan

portfolio, requiring additional reserves to maintain reserve coverage ratios. Non-operating items,



"SUOHEINDIED [BIILBUIL Y PUB SIUSWSIIES [BIIUBLY PSJPNY (@008

%6'9% %E b %0 BE %6'LE %2 6E %t LE
%ot %E'S %y Ll %aLL %0'PL %L'8
%Lt %102 %GES %4t %0'Z9 %209
%ZLL %Z'aLL %E P51 %1 0S5} %L ZEL %L 981
%620 LEL'1LS %0p 5 Wwe'es %G6 0 Z0S'vs %Z0'L ¥50' % %46°0 066'z$ %L60 65€'28
%100 Fx2 %00 v %000 g %000 9T %620 968 7000 i}
%zon-  (oZ)) %z00-  {oz) %00°0 o2 %00~ {(op) %pL0-  (862°2) %000 0
%0E0 +08'1L$ % L0 rLe'zs %560 PLG'PS %ED't 8.0'v$ %It L 26E'v8 %160 65€'2$
%0E°0 Y08°'1$ %Ly'0 vIe'ze %560 PGPS %EQ'L 2L0'78 %ZyL ZBE'rS %160 65€°Z$
%izo- {851 %EEOD- (BIED %ec0- (9922 %Eg0- (eeb ol %e60- (@Ewa) %S0~ Tovp
%450 S6E'cS %0 061'v$ %ES'L 082'28 %9971 b2G'0% %yL'Z v2Z'is %SHL 99.'cs
2000 2] %000 [2) %000 o1 %100 F¥4 %¥L0 g6c ¢ %000 0
%Z0°0 vZ1 %200 vzl %000 0 %000 o %000 0 %000 0
%000 0% %000 (113 %000 018 %000 £i% %000 0% %000 ‘0%
%G5 0 §12'¢$ %240 0L0't% %ES'L 092'L$ %G9t Les'as %651 926'r3 %SPL 99/'c$
%60z [Oavel) %vie B0 %S0¢- (vpi6) %it e (86E®6) vit [GZZ8) %Zve (589
%060 6G6'2$ %250 vE6'Z$ %990 trL'es %Z80 19Z'cs %060 Z6L'2% %L0L 21928
%G1L'Z 962'T1E %bE'2 90Z'€1$ %Z6'C 198'€1% %0Z'E 899'21% %EYE 658'L1S %L8C ¥Z0'01%
%8l 0- [Zon %610 (9901 %9c0- (Gzzn %90~ Owry %¥€0-  FPOL) wige- (T
%EE 2 £28'C1LS %ES'Z ZiZ'vie %iVE 980°G1S$ %95°¢ 80L'pLS %Y £06'ZL% Y%eY' b GZL'Z218
%Ive- G5t od) %oz € [Gzoel) %Zce (Evsov) %o - €659 RIG- 2oy %6t ¢ (per @l
%bl'G 622'¥CS %EL'S PR s %6E'S 629'52% %ETG 10£'0z% %raG 590'91% %i0 L 6LE'BLS
(%) (00o3) (%} {oo0%) (%) (co0s) (%) (000%) (%) (0003} (%) (000%)
g JonGuRy Th5d yonoiny {tH3g Tunoy th3g fOnGWy {thed TUnowY tnd juhoury
1002 'L€ ude 9002 5002 002 £00z z00Z

papu3 syluow i

“L§ Joqwadag papud teaa o 04

SJUBLWAIRIS BLLOSU] [EDLIOISIH
[Blopad uoseag
Z2’l siqe )

‘Blel XE] %68 B sawnssy  (Z)

‘siesse abeloae 1o Jusouad e se ae soney (1)

ey xe| sARday3
Arnb3 uo wnay

oney Asuaoy3

oney abesanon asuadxy

:sBujwies pajsnipy
(z) wayza xe)
dx3(ou)) Bunesado-uop (lonpaQ)ppy
awadu) 18N
SEUTET paSnpy

SWSY “eax] as0jag (SS07) W0 19N
SaXE) 80|
XE] 8J0j3g WO 19N

Sueo7 Jo Ieg uo (ssoTjuier
SILIUNSAAL] JO JES Yo (SSo)uen
03y jo sjeg uo ues)

2sUadxy) S65u) BUnoaIuoN

awoou Supesado 19N
asuadxg Bunelado
awoou| JaYID

SUGISIADL JOYE SLUODL| 1SIBIUY| 194
$35507 UBOT JOJ UD|SIADL]
awoau| 1sa1eiu| 19N
asuadx3 1sasalu|
awoout Jsasau)




@

RP® Financial, LC.
Page 1.11

limited to gains realized from the sale of loans and investments, have been an ongoing, yet
minor, factor in the Association’s earnings except for fiscal 2003, when the Association sold a
Visa credit card portfolio in a strategic decision to exit that business, resulting in a gain of $2.3

million.

The principal factor leading to diminished profitability through the twelve months ended
March 31, 2007 has been the decline in the net interest income ratio from 4.68% to 2.33%, with
this ratio impacted by the balance of higher cost CDs, a high cost money market account and
higher utilization of borrowed funds despite the shift in asset mix towards higher yielding loans
and more leveraged equity ratio. A contributing factor has been the recent increases in short-
term rates and the inverted yield curve that has recently prevailed. Certain strategic initiatives to
support the vield-cost spread were insufficient to offset the factors compressing spreads.
Specifically, maintenance of the higher loans/assets ratio and the increased proportion of higher
yield lending were insufficient to offset the pressure of the inverted yield curve and the
decreasing concentration of lower cost transaction and savings deposits as a percent of total
deposits. Increased use of higher cost brokered deposits and borrowed funds also has led to
higher funding costs. For the fiscal year ended December 31, 2006, the Association maintained
an interest rate spread of 2.35%, which represented a decline from the prior twe years, and for
the three months ended March 31, 2007, the interest rate spread declined further to 1.90%. The
Association’s historical net interest rate spreads and yields and costs are set forth in Exhibits I-3
and I-5.

Non-interest operating income has been a fairly modest and declining contributor (based
on as a percent of average assets) to the Association’s earnings over the past five and one-quarter
years, ranging from a high of 1.01% of average assets durihg fiscal year 2002 to a low of 0.50%
of average assets during the most recent twelve month period. “Customer service fees
(particularly from cuctomer deposit accounts) constitute the largest source of non-interest
operating income for the Association, followed by commission income on sale of insurance and
investment products to customers and miscellaneous income from othet banking services. The
current level of such non-interest income is generally in-line with industry standards, and was
elevated in prior years reflecting the prior credit union operations which generated a high level of

fee income from the consumer lending operations. The relatively substantial decline in non-

!
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interest income as a percent of average assets since fiscal 2002 has primarily occurred due to the
lack of growth of the core retail deposit base which is generally the major source of non-interest
income for savings institutions, Deposit growth since fiscal 2002 has been concentrated in
wholesale funds such us CDs with balances greater than $100,000 and brokered deposits, funds
which do not generate fee income. In addition, Beacon Federal has not developed any other
sources of non-interes{ income beyond the commission income on financial services products.
Thus, as shown iIn Table 1.2, the dollar amount of non-interest income has-risen only by
$342,000 from fiscal 2002 to the most recent twelve month period, or by 13%, while deposits

have increased by 126% and loans have increased by 132%.

Operating expenses represent the other major component of the Association’s eamings,
ranging from a high of 3.42% of average assets during fiscal year 2002 to a low of 2.05% of
average assets during fiscal year 2005, as the impact of asset growth exceeded the impact of
increases in the dollar level of such expenses, particularly during fiscal years 2003, 2004 and
2005. The operating" expense has been relatively stable since fiscal 2005, particularly as
Borrowed funds were utilized, and for the twelve months ended March 31, 2007, the
Association’s operating expense ratio equaled 2.09%, reflecting the successful strategy of
investment in technology and systems'that provide for efficiencies in operations. As of March
31, 2007, the Association’s ratio of assets per full time equivalent employee equaled $5.8
million, versus a medizn comparable ratio of $5.6 million for all publicly-traded thrifts. Upward
pressure will be placed on the Association’s expense ratio following the stock cffering, due to
expenses associated with operating as a publicly-traded company, including expenses related to
the stock benefit plans. At the same time, the increase in capital realized from the stock offering
will increase the Association’s capacity to leverage operating expenses through pursuing a

continued growth strategy.

Net interest income compression has been the key factor leading to a diminished expense
coverage ratio (net interest income divided by operatiﬁg expenses), from 1.37 times in fiscal
2002 to 1.12 times for the most recent twelve months. Comparatively, Beacon Federal’s
efficiency ratio (operafing expenses, net of amortization of intangibles, as a percenﬁ of the sum of
net interest income and other operating income) has eroded from 60% in fiscal 2002 to 74% for

the most recent twelve month period.
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Over the past five and one-quarter years, the level of loan loss provisions has diminished
from a high of 0.81% of average assets during fiscal 2002 to 0.18% during the twelve months
ended March 31, 2007, although the dollar amount of provisions has remained somewhat steady.
Since fiscal 2002, loan'loss provisions have been established in order to both replace reserves
used for loan chargeoffs, and to build the level of allowances for loan losses as the loan portfolio
has grown. Between 2:002 and March 31, 2007, the amount of net loan chargeoffs has declined
as the loan portfolio hé's transitioned from a consumer loan portfolio to a more feé] estate secured
portfolio, resulting in .1 lower level of required provisions. However, the. Association has acted
1o maintain a level of allowances for loan losses of approximately 0.90% to 1.00% of loans, and
thus has taken an increasing amount of loan loss provisions as the loan portfolio balance has
grown. As of March 31, 2007, the Association maintained valuation allowances of $5.3 million,
equal to 0.95% of loans receivable and 629.27% of non-performing assets, consisting solely of
real estate owned. Exhibit 1-6 sets forth the Association’s loan loss allowance activity during the

past five and one-quarter years,

Non-operating income over the past five and one-quarter years has consisted mostly of
gains realized from the sales of loans and securities, although the level of such gains have been
relatively minor except in fiscal 2003. In fiscal 2003, the Association sold a Visa credit card
portfolio, in a strategic decision to exit that business, resulting in a gain of $2.3 million. Minimal
levels of gains have been recorded on gains on the sale of loans. Other types of gains and losses
generally have not been a factor in the Association’s earnings. For the twelve months ended
March 31, 2007, Beacon Federal recorded gains on the sale of securities of $124,000, or 0.02%

of average assets.

The Association’s effective tax rate ranged from a low of 37.4.% in 2002 to a high of
46.9% for the twelve months ended March 31, 2007. As set forth in the prospectus, the

Association’s marginal effective statutory tax rate for the conversion proceeds approximates

39%.

Interest Rate Risk Management

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

and, thus, the net interest margin will typically be adversely affected during periods of rising and
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higher interest rates, as well as during periods when the yield curve becomes flatter due to short-
term interest rates rising faster than long-term interest rates. As of March 31, 2007,
Association’s net portfolio value would decrease by 35% upon a 200 basis point increase in

interest rates (see Exhibit 1-7).

The Association pursues a number of strategies to manage interest rate risk, particularly
with respect to seeking to limit the repricing mismatch between interest rate sensitive assets and
liabilities. The Association manages interest rate risk from the asset side of the balance sheet
through actively marketing and originating adjustable rate loans, with a focus on home equity
loans and lines of credit, commercial business loans, and commercial real estate loans. As of
December 31, 2006, of the Association’s total loans due after December 31, 2007, ARM loans
comprised 21.9% of those loans (see Exhibit I-8). On the liability side of the balance sheet,
management of interest rate risk has been pursued through extending the maturity profile of
FHLB advances, attempting to lengthen the weighted average term of the CD base, and
increasing the balance of deposits in lower costing and less interest rate sensitive transaction and
savings accounts. Transaction and savings accounts comprised 44.3% of the Association’s

deposits at March 31, 2007.

The infusion of stock proceeds will serve to further limit the Association’s interest rate
risk exposure, as most of the net proceeds will be redeployed into interest-earning assets and the
increase in the Association’s capital position will lessen the proportion of interest rate sensitive

liabilities funding assets.

Lending Activities and Strategy

Beacon Federal’s lending activities curréntly are relatively diversified into most
traditional areas pursued by savings institutions, including 1-4 family permanent mortgage, home
equity, consumer, commercial real estate, commercial business and construction loans.
Historically, t‘he Association had a targer concentration of consumer loans, reflecting the prior
credit union operations, and going forward the Association intends to maintain a diversified
lending strategy. Exhibit I-9 provides historical detail of Beacon Federal’s loan portfolio
composition over the past five and one-quarter years and Exhibit I-10 provides the contractual

maturity and yields of the Association’s loan portfolio by loan type as of December 31, 2006.
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Lending operations are primarily conducted in the Syracuse, New York area and the Smyrna,
Tennessee area, as Syracuse represents the home office region and a large metropolitan area to
provide loan sources, while Smyrna, Tennessee represents a fast growth, high quality lending
area for both residential and commercial lending. The Association has thus concentrated its
lending resources in these two geographic' areas, although lending is conducted at all branch
office locations. All loan processing, approval and servicing is centralized at the administrative

office in East Syracus'e'.

Beacon Federai originates both fixed rate conventional mortgage loans and adjustable
ratc 1-4 family permaﬁent mortgage loans with maturities of up to 30 vears. As of March 31,
2007, the Association’s outstanding balance of 1-4 family permanent mortgage loans equaled
$130.6 million or 23.3% of total loans outstanding. Of the $119.9 million of residential loans
maturing after December 31, 2007, $36.9 million, or 31% carried adjustable interest rates. The
fixed rate loans can have monthly or bi-weekly loan payments, while the adjustable rate
residential loans provide for a fixed interest rate for one, three, five, seven or ten years. Yields
on the adjustable rate loans are indexed to the corresponding U.S. Treasury rate. For residential
mortgage loans the Association will lend up to a 100% loan-to-value (“LTV™), with private
mortgage insurance required on loans with LTVs in excess of 80%. The LTV will be extended
to 90% if a 25 basts point higher loan rate is charged. Residential loans are generally
underwritten to secondary market standards specified by Freddie Mac, and such loans are
geﬁerally originated up to the current maximum conforming limit of $417,000 for single family
homes. The Association also originates loans above this limit (“jumbo loans”). These loans are
generally fixed rate loans with maximum terms of 15 years or adjustable rate loans with initial
fixed rate periods of one, three, five, seven or ten years. Beacon Federal retains most of the
long-term fixed rate lnans in portfolio, but on occasion the Association has sold loans to the
Federal Home Loan Bank or other purchasers on a servicing retained basis. As a result of past
loan sales, the Association maintained a loans-serviced-for-others portfolio of $4.7 million as of
March 31, 2007.

Home equity loans comprise the largest portion of the Association’s loan portfolio, and
have been a strategic focus for the Association over the past five and one-quarter years for yield

enhancement of the loan portfolio and benefits in interest rate risk management. Beacon Federal
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offers both home equity lines of credit and second mortgage loans. As of March 31, 2007, such
loans totaled $193.4 million, or 34.6% of the loan portfolio, compared to $64.7 million, or 26.8%
of the loan pertfolio asof December 31, 2002. Home equity lines of credit and second mortgage
loans are genérally limited to 100% LTV on a combined basis with the first mortgage. Home
equity loans are offered with fixed interest rates and terms of up to 20 years. "Similar to the

recent past, home equity lending is expected to continue to be a growth area for thé Association.

The third largést segment of the Association’s loan portfolio consists of consumer loans,
with automobile loans comprising the major portion of the consumer loan portfolio. The
consumer loan portfolio represents the former credit union operatibns and prior focus on
consumer and automobile lending. As of March 31, 2007, the Association’s outstanding balance
of consumer loans equaled $93.1 million, or 16.6% of total loans. Prior to 2006, Beacon Federal
had allowed the consumer loan portfolio to decline in balance in order to meet required thrift
investments limits set by the OTS. This also resulted in a decline in the automobile loan
portfolio, which was traditionally the largest lending activity of the Association. In March 2006,
as the Association had increased its asset size sufficiently that all OTS portfolio limits were
comfortably met, Beacon Federal began the origination of indirect automobile loans and
established relationships with a number of automobile dealers in the Syracuse, New York area.
While direct automobile loans had been decfeasing as a percentage of total loans in recent years,
indirect automobile loans now have been increasing as a percentage of total loans. This lending
arca has recently been.pursued in order to gain additional yield on loans while managing credit
risk, and the Association intends to continue focusing on this lending area. Terms of automobile
loans are limited to 72 months. For new automobiles the LTV is limited to 100%, while for used
automobiles the LTV is limited to the loan value as established by industry guidelines. The
current balance of the automobile loan portfolio approximated $65.0 million at March 31, 2007,
or 70% of all consumer loans. The consumer loan portfolic also includes modest balances of
other loans such as secured and unsecured personal loans, motorcycle loans, motor home loans

and boat loans.

Since fiscal 2005, Beacon Federal has pursued a strategy of increasing investment in
loans secured by commiercial real estate property (including multi-family property), primarily in

the Syracuse, New York and Smyrna, Tennessee markets. These loans are attractive due to the
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higher yields, adjustabie rate nature and greater operating efficiencies gained through originating
higher balance loans. The Association maintains dedicated commercial loan originators in both
of these areas, although all loan underwriting, processing and approvals are centralized in the
headquarters office in East Syracuse. Commercial lending activity in the otherlme.lrket areas of
eastern Massachusetts and Tyler, Texas are much more limited, although some loans are
originated from those areas. Commercial real estate loans totaled $59.1 million, or 10.5% of
total loans as of March 31, 2007, an increase from a zero balance as of December 31, 2004 and
the Association currently has a $7 million loan limit. The portfolio of commercial real estate
loans totals 116 loans with an average balance of approximately $550,000, while the portfolio
contained 32 multi-family loans with an average balance of $580,000. Beacon Federal originates
commercial real estate loans as five- or ten-year adjustable rate mortgage loans based on
amortization schedules of up to 25 years. The Association also originates a smaller number of
10 or 15 year fixed rate loans. Adjustable rate loans are indexed to U.S. Treasury yields of
similar maturities plus a margin of approximately 2%. Properties securing the commercial real
estate loan portfolio include small office buildings, warehouses and owner-occupied properties
used for businesses. Commercial real estate loans are generally originated with 75% LTV ratios
and debt service coverage ratios of 115% or higher. Going forward the Association intends to
continue to emphasize originations of commercial real estate loans of up to $7 million secured by
local or regional properties, supported by the higher pro forma capital position and higher loans-

to-one borrower limit.

In context with commercial real estate lending, Beacon Federal also has focused on
originating commercia! loans to business customers in the market areas served for the purposes
of financing equipménl purchases, working capital, expansion and ‘other general business
purposes. Most of this type of lending is also performed in the Syracuse, New York and Smyma,
Tennessee regions, due to the presence of specialized commercial loan officers. As of March 31 ,
2007, commercial business loans totaled $59.7 million, or 10.7% of total loans, an increase from
$6.9 million, or 2.9% of loans, at December 31, 2002. The Association’s commercial loans are
generally secured by equipment, accounts receivable and inventory, along with personal
guarantees. The Association originates term loans with either fixed o adjustable-rate features

that generally amortize over a term of up to ten years. Adjustable rate loans generally are
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indexed to an internal loan rate or a short-term market rate index such as the prime rate or a 90-
day LIBOR rate. When making commercial loans, Beacon Federal considers the financial
strength of the borrower, the debt service capabilities of the borrower, projected cash flows of
the business and othez. factors. The Association intends to increase its level of activity in this
lending area going foriward, both in terms of dollar amount of loans and as a percent of total

outstanding loans.

Beacon Federal originates a modest amount of construction loans to finance construction
of residential and commercial property. The Association’s 1-4 family construction lending
activities consist mostly of construction financing for construction/permanent loans and, to a
lesser extent, speculative loans that are extended to builders. Construction loans are offered up
to an LTV ratio of 70% and require payrneﬁt of interest only during the construction period. As
of March 31, 2007, Beacon Federal’s outstanding balance of construction loans totaled $5.7
million, or 1.0% of totzl loans, up from a minimal balance as of December 31, 2003. This is not

expected to be an area of growth for the Association.

Lending activities are conducted primarily at the administrative office in East Syracuse,
with real estate loan officers Jocated in Syracuse and Smyrna, Tennessee. Loan origination
sources include referrals from various professional contacts, repeat customers, walk-in customers

and results of marketing initiatives.

Asset Quality

Since fiscal 2602, Beacon Federal has recorded relatively modest levels of non-
performing assets (“NPAS”). As shown in Exhibit I-11, Beacon Federal’s NPAs ranged from
$57,000, or 0.01% of asscts at fiscal year end 2005, to $956,000, or 0.16% of assets at fiscal year
end 2006. As of March 31, 2007, total NPAs, which consisted solelly of real estate owned,
equaled $844,000, or 6.13% of assets. Prior to fiscal 2006, Beacon Federal recorded varying

levels of non-accming'ioans and loans greater than 90 days delinquent aﬁd still accruing.

To track the Association’s asset quality and the adequacy of valuation allowances,
Beacon Federal has established detailed asset classification policies and procedures which are
consistent with regulatory guidelines. Detailed asset classifications are reviewed quarterly by

senior management and the Board. Pursuant to these procedures, when needed, the Association
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establishes additional valuation allowances to cover anticipated losses in classified or non-
classified assets. As of March 31, 2007, the Association maintained valuation allowances of

$5.3 million, equal to 0.95% of net loans receivable and 629% of total NF As.

Funding Composition and Strategy

Deposits have consistently accounted for the substantial portion of the Association’s
interest-bearing liabilities (“IBL”) composition, equal to 86.3% of total interest bearing funds at
March 31, 2007. Exhi_bit [-12 sets forth the Association’s deposit composition for the past three
fiscal years and at Mérch 31, 2007 and Exhibit 1-13 provides the interest rate and maturity
composition of the CI> portfolio at March 31, 2007. CDs constitute the largest portion of the
Association’s deposit base, and the proportion has increased since December 31, 2004.
Transaction and savings account deposits equaled $229.9 million, or 44.3% of total deposits, at
March 31, 2007, versus $209.9 million, or 62.9% of total deposits, at December 31, 2004. The
increase in CDs was the result of growth objectives of the Association and customer presence for
higher yielding account types. In addition, Beacon Federal’s ability to raise core deposits
(particularly checking accounts) and also attract non-interest commercial checking accounts is
limited by the wide-ranging branch office network, which has only one or two branch offices in a
single geographic area. Customer preference for financial institutions with large branch office
networks in a single area limits the attractiveness of Beacon Federal as the institution of choice

for primary checking account relationships.

As of March 31, 2007, the CD portfolio totaled $289.7 million, or 55.7% of total
deposits. Beacon Fedéral’s current CD composition reflects a higher concentration of short-term
maturities, with 80.7%lscheduled to mature in one year or less. As of the same date, jumbo CDs
($100,000 or more) amounted to $116.7 million, or 40.3% of total CDs. At March 31, 2007,
Beacon Federal maintained $41.4 million of brokered CDs, reflecting a relatively high cost
wholesale funding source. The increasing proportion of deposits consisting of CDs has

unfavorably affected funding costs, particularly in the recent inverted yield curve environment.

Borrowings serve as an alternative funding source for the Association to facilitate
funding of asset growth, management of funding costs and interest rate risk, particularly FHLB

advances. Beacon Federal maintained $67.6 million of FHLB advances and $15.3 million of
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securities sold under agreement 1o repurchase at March 31, 2007. Essentially all of the FHLB
advances are fixed raie, fixed term advances with most maturities laddered out to 2009, or a
period of less than three years. There_are two advances, with a balance of $4.0 million, with
terms extending to 2013. The reverse repurchase agreement balance represented three short-term
instruments with maturities of May 2007 (two instruments) and Augusl‘ 2007 (ohe instrument).
Exhibit I-14 provides further detail of Beacon Federal’s borrowing activities during the past five

and one-quarter years.

Subsidiary Operations I'

Beacon Federai owns 100% of the common stock of Beacon Comprehensive Services,
Inc., which is a New York corporation that sells investment and insurance products on an agency

basis, primarily to customers of Beacon Federal.

Legal Proceedings

Beacon Federal is not currently party to any pending legal proceedings that the
Association’s management believes would have a material adverse effect on the Association’s

financial condition, results of operations or cash flows.
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II- MARKET AREA

Introduction

Beacon Federal conducts operationé from its corporate headquarters office and seven
retail branch office facilities in four states, including New York, Massachusetts, Tennessee and
Texas. The original office facility for Beacon Federal was located in East Syracuse, New York,
which is home to the operations of the Carrier Corporation, a large industrial company
specializing in heating and air conditioning equipment, which was Beacon Federal’s original
sponsor company while operating as a credit union. Four of the seven branch offices (East
Syracuse, NY, Smyrna, TN, Smartt, TN and Tyler, TX are offices located at or established in
connection with other Carrier Corporation facilities. Two of the Tennessee branches are located
in central Tennessee, one in Smyrna, a suburb of Nashville, one in Smartt, a small town outside
of McMinnville, Tennessee. Two of the offices are the former offices of the Marcy Federal
Credit Union, in the Rome, New York area {Oneida County), that were acquired in late 2006.
Beacon also operates a network of approximately 18 ATMs in Onondaga and contiguous
counties to better serve the customer base. Exhibit II-1 presents information regarding the

Association’s office locations.

The Association converted from a federal credit union in 1999, and to an extent, the
member base of Beacon Federal continues 1o consist of employees of the approximately 220
“charter companies” that agreed to enter into a relationship with the Association on a company-
wide base, with the Carrier Corporation, Syracuse, New York, representing the largest charter

company customer base.

The Association’s six county market area contained a total population of approximately
2.7 million persons as of 2006 with populations ranging from 1.5 million in Middlesex County,
Massachusetts (close to Boston) to 40,000 in Warren County, Tennessee (a rural county in
Tennessee with McMinnville as the population center). The Association’s home office in
Onondaga County, New York is home to the Syracuse metropolitan area, a sizeable urban area
with a population of 460,000. The recently acquired Rome, New York offices are located in

Oneida County, directly east of Onondaga County, with a population base of 235,000. The
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Smyrna, Tennessee office is located within the Nashville metropolitan area. The Tyler, Texas
office is located in a county with a population of 195,000, with Tyler serving as the regional
population center for east Texas. Altogether, the office network provides access to a relatively
large, however disperse and non-homogeneous population base for the Association’s products

and services.

Future growth opportunities for Beacon Federal depend on future growth and stability of
the economies (in particular the areas surrounding the Association’s office locations),
demographic growth trends and the nature and intensity of the competitive environment. These
factors have been briefly examined in the following pages to help determine the growth potential

that exists for the Association and the relative economic health of the Association’s market area.

National Economic Factors

The business potential of a financial institution is partially dependent on the future
operating environment and growth opportunities for the banking industry and the economy as a
whole. Trends in the national economy, such as employment and gross national product growth,
improved during the 12 month period ending March 2007, as total U.S. employment increased
by 2.6 million jobs, although there remains uncertainty about the near term future, particularly in
the areas of the unknown resolution of the war in Iraq, the current unstable prices of oil and
gasoline, the near-term future performance of the real estate industry, including both residential
and commercial real estate prices, and other world-wide tensions, all of which have the potential
to impact future economic growth. Annualized growth in gross domestic product was 2.5% for
the fourth quarter of 2006, compared to a revised 2.0% in the third quarter and 1.8% in the year
ago fourth quarter. The inflation rate increased modestly during the first eleven months of 2006,
in part because of the varying effect of energy costs. Inflation totaled 3.2% for all of 2006, and
was 2.3% on an annualized basis for the first two months of 2007. The growth in employment
also led to fears that wages could increase if shortfalls of available labor appear. The
unemployment rate declined to 4.4% as of March 2007, a decline from 4.5% in February 2007
and down from 4.7% in March 2006, all of which represent relatively low levels in comparison

to recent historical averages. The current and projected size of government spending and deficits
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also has the ability to impact the longer-term economic performance of the country. Various
other indicators show the economy performing relatively well, such as consumer spending and

improving industrial capacity utilization.

The major stock exchange indices have shown relatively strong increases during the most
recent twelve month period (although such indices were relatively stable during the most three
month period), with the positive performance due in part to continued low evidence of inflation,
economic growth, and the perception that the Federal Reserve likely will not raise interest rates
in the near term future. As an indication of the changes in the nation's stock markets over the
last twelve months, as of March 31, 2007, the Dow Jones Industrial Average closed at 12354 .4,
an increase of 10.8% from March 31, 2006, while the NASDAQ Composite Index stood at
24216, an increase of 11.5% over the same time period. The Standard & Poors 500 Index

totaled 1420.9 as of March 31, 2007, an increase of 11.9% from one year ago.

Regarding factors that most directly impact the banking and financial services industries,
in the past year certain data has indicated that the relatively strong housing market that existed in
the early part of this decade has cooled down, as the level of existing and new home sales and
housing starts have shown fluctuations, including decreases in some recent months, the number
of homes for sale has increased in many regions, and the median home price for the nation has
recorded a modest decline from one year ago. Most recently, the issue of subprime loans, and
the recent rise in delinquency rates of these types of loans, has created a high level of uncertainty
in the housing market. Should residential mortgage loan delinquency rates rise, continue to
remain elevated, and cause a high level of borrower defaults, the spring 2007 residential housing
market performance is likely to suffer. This uncertainty has to some extent also affected other
housing related sectors of the economy, such as building materials. Thus, many analysts are
expressing uncertainty as to when the housing market will bottom-out, nationally, and resume an
upward trend as far as home values. The 2007 spring home real estate sales will provide
additional indications as to whether the housing market has begun to recover in terms of pricing
and demand, or whether additional time will be required for a shake-out of the inflated housing
market of 2004 and 2005. Overall, housing prices and land values remain well above the levels

of the late 1990s, providing continued support for most traditional loan values. Commercial
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development trends are also showing some signs of weakness in certain areas of the country,

while at the same time other areas are reporting relatively strong sales activity and prices.

Interest Rate Environment

Through the first half of 2004, in a reaction to try to avoid a significant slowdown of the
economy, the Federal }ieserve lowered key market interest rates to historical lows not seen since
the 1950s, with the federal funds rate eqﬁal to 1.00% and the discount rate equal to 2.00%.
Beginning in June 2004, the Fed began slowly, but steadily increasing the federal funds and
overnight interest rates in order to ward off any possibility of inflation. Through June 2006, the
Fed had increased interest rates a total of 17 times, and as of the latest Fed rate increase, effective
in June 2006, the Fed Funds rate was 5.25%, up from 1.00% in early 2004, but down from 6.50%
at the beginning of 2001, while the Discount Rate stood at 6.25%, up from 2.00% in early 2004.
Since the June 2006 meeting, the Fed has not changed interest rates, and economists are studying
various news releases and minutes of Fed board meetings in order to determine the likelihood of
interest rate increases or decreases by the Fed. As detailed in the minutes of the March 2007 Fed
board meeting, the Fed held interest rates steady but noted it was still wary of inflation - a sign
the Fed may increase rates in order to avoid further increases in inflation rates. In addition, the
Fed dropped language that would indicate that rates would be raised to avoid an overheated
economy. Thus, the Fed continues to closely monitor the U.S. economy and trends, with the
potential to change interest rates based on a combination of factors. The effect of the interest
rate increases since 2004 has been most evident in short term rates, which increased more than
longer term rates. In 2006, the yield curve became inverted, with long term rates modestly lower
than short term rates. - As of March 31, 2007, one- and ten-year U.S. government bonds were
yielding 4.90% and 4.65%, respectively, compared to 5.21% and 5.15%, respectively, as of
March 31, 2006. This has negatively impacted the performance of many financial institutions, as
they rely on a spread between the yields on longer term assets and the costs of shorter term

funding sources. Exhibit II-2 presents historical interest rate trends.
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Market Area Demographics

Table 2.1 presents information regarding the demographic and economic trends for the
Association’s market area counties from 2000 to 2006 and projected through 2011, with
additional data provided in Exhibit 1I-3. Data for the nation is included for comparative
purposes. Annual population growth, an important statistic used to judge the health of a market
area, ranged from positive 4.4% for the Smyrna, Rutherford County, Tennessee office to
negative 0.1% for Oneida County, and positive 0.1% for the home office Onondaga County,
New York office. Other faster growth areas include the Tyler, Smith County, Texas area. Asa
majority of the Association’s deposits (55%) are located in the East Syracuse office, this is an
unfavorable factor when considering the future growth potential for the Association as a whole.
However, the other branch offices, including the Smith County branch, home to the second
largest deposit base (18% of deposits), reported much stronger annual growth in depaosits. The
lack of population growth in Oneida and Onondaga Counties compare unfavorably to the state of
New York, which recorded moderate increases in population from 2000 to 2006, and the nation
as a whole. Household growth trends for each of the market area counties followed a similar
growth pattern as the population trends, with such household growth slightly higher rates due to

the general nationwide decline in household size.

Examination of another characteristic of the Assoctation’s market area counties, median
household income and per capita income, revealed that income levels were highest in the more
urban areas such as Middlesex County, Massachusetts (close to Boston) and Rutherford County,
Tennessee (close to Nashville). The lowest income levels were located in the most rural counties
served, such as Warren County, Tennessee and Oneida County, New York. Overall, two of the
six market area counties recorded median household income and per capita levels in excess of
national averages, indicating that the Association serves a fairly diverse market area in terms of
income levels. These income statistics are also shown in the household income distribution
figures of Table 2.1, with Middlesex and Rutherford Counties having a higher distribution of

income.



Table 2.1
Beacon Federal
Summary Demographic/Economic Information

Growth
Year Rate
2000 2006 201 2000-06
{%)
Population(000}
United States 281,422 303,582 323,786 1.3%
Onondaga County, NY 458 460 4560 0.1%
Oneida County, NY 235 235 235 0.1%
Smith County, TX 175 195 213 1,9%
Warren County, TN 38 40 41 0.8%
Rutherford County, TN 182 236 293 4.4%
Middlesex County, MA 1,465 1,484 1,495 0.2%
Households({000}
United States 105,480 114,050 121,863 1.3%
Onondaga County, NY 181 185 186 0.3%
Oneida County, NY 90 92 92 0.2%
Smith County, TX 66 73 80 1.9%
Warren County, TN 15 16 17 1.1%
Rutherford County, TN 66 B8 10 4.7%
Middlesex County, MA 561 569 575 0.2%
Median Household Income($)
United States $42,164 $51,546 $60,704 3.4%
Onondaga County, NY 40,876 50,452 59,963 3.6%
Oneida County, NY 35,903 43,405 50,582 3.2%
Smith County, TX 37,273 44 B46 50,897 3.1%
Warren County, TN 30.780 37.252 43,708 3.2%
Rutherford County, TN 46,264 57,832 68,658 3.8%
Middlesex County, MA 60,814 78,854 100,228 4.4%
Per Capita Income($§}
United States $21,587 $27,084 $32,982 3.9%
Onondaga County, NY 21,336 27,037 33,009 4.0%
Oneida County, NY 18,516 22,813 27,503 3.5%
Smith County, TX 19,072 23,398 27,655 3.5%
Warren County, TN 15,759 19,472 22,982 3.6%
Rutherford County, TN 19,938 25,367 30,940 4.1%
Middlesex County, MA 31,199 42,582 55,842 5.3%
2005 Age Distribution{%:} 0-14 ¥rs, 15-34Yrs.  35-54 Yis. 55+ Yrs.
United States 20.4% 27.5% 29.1% 23.0%
Cnondaga County, NY 19.7% 26.5% 29.2% 24.6%
Oneida County, NY 17.6% 26.1% 28.6% 27.7%
Smith County, TX 20.8% 27.3% 26.8% 25.0%
Warren County, TN 19.4% 26.1% 28.9% 25.6%
Rutherford County, TN 21.7% 32.4% 29.7% 16.2%
Middlesex County, MA 19.0% 26.6% 31.6% 22.8%
Less Than $25,000 to

2005 HH Income Dist.(%)  $25.000 50,000 $50,000+
United States 22.7% 25.8% 51.6%
Onondaga County, NY 24.6% 25.0% 50.4%
Oneida County, NY 28.3% 27.8% 43.9%
Smith County, TX 25.9% 29.7% 44.5%
Warren County, TN 34.5% 29.2% 36.3%
Rutherford County, TH 17.8% 24.2% 58.0%
Middlesex County, MA 13.7% 16.7% 69.6%

Source: ERSI.

Growth

Rate

2006-2011
(%)

1.3%
0.0%
0.0%
1.7%
0.6%
4.4%
0.1%

1.3%
0.1%
0.2%
1.8%
0.8%
4.6%
0.2%

3.3%
3.5%
31%
2.6%
3.2%
3.5%
4.9%

4.0%
4.1%
3.8%
3.4%
3.4%
4.1%
5.6%
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Local Economies

Beacon Federal’s branch offices serve a diverse set of market area counties with different
employment and economic characteristics. The Association’s home county of Onondaga, and
neighboring Oneida County, are both older, slow growth counties with urban populations in the
larger cities (Syracuse, Rome and Utica), and extensive rural areas. These two counties, while
traditionally manufacturing based, have experienced manufacturing job losses and a slow
diversification of their economies over the past several decades, with no prominent employment
sector at present, Largest employers in Onondaga County include Lockheed Martin, Syracuse
University, Magna International and St. Joseph’s Hospital Health Center. Currently, the largest
non-governmental non-healthcare product of Oneida County is gambling. The “Turning Stone
Casino Resort” is an enterprise of the Oneida Indian Nation of New York, and the largest private
employer in Oneida County. Middlesex County, Massachusetts contains a relatively large,
diversified economy, with higher incomes and educational characteristics typical of the Boston

metropolitan area. Housing prices reflect the location and other characteristics of the area.

Rutherford County, Tennessee, a suburb of Nashville, represents a very different market
area, and is an extremely fast growth area with employment driven by the attractiveness of the
area for net in-migration. The benefits of lower housing costs, location near a larger
metropolitan area (Nashville), and a favorable climate has made this a destination for many out-
of-state individuals. Favorable employee laws and lack of union representation has resulted in a
large presence for the automobile industry, with the Nissan Corp. the largest employer regional
employer, and manufacturing being a large part of the economic base. In addition, Nashville’s
leadership in the country music industry has resulted in further growth of the region, both
economically, and as a destination for touri‘sm and related industries. The largest employers in
Rutherford County include Nissan North American, Inc., Rutherford County Government,
Middle Tennessee State University, Bridgestone/Firestone Inc., Ingram Book Company and the
State Farm Insurance Company. Additional employment is found in the health care and
technology sectors. Warren County, Tennessee, approximately 50 miles southeast of Smyma,
reflects a more traditional rural market area county, with a single population center

(McMinnville, the county seat), and a number of very small towns throughout the county. This
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market area, typical of many rural areas, has a small overall population base, and also has a large
manufacturing component of the economy. The largest employer in Warren County is Yorozu
Automotive, an automobile parts supplier to the automobile manufacturers in the central
Tennessee region. Warren County is also known as the “nursery capital of the world” and has a

large employment base in nursery’s and related industries.

Finally, the Association’s Smith County, Texas market area contains a relatively large
population center in the city of Tyler, which acts as an economic center for the East Texas
Region. As such, the Tyler economy colntains a large health care industry and education
employment in the form of the University of Texas at Tyler. Historically, Tyler also has had a
Jarge manufacturing employment base, and is known as the “rose capital” of the world, as the
area is the largest producer of roses in the nation. Currently, the largest employers in Smith
County include the Trinity Mother Frances Health Care Center, the East Texas Medical Center,
Brookshire Grocery Company, Tyler Independent School District, Trane Company, Wal-Mart,
Carrier Corporation and University of Texas Health Center. There are a large number of smaller

manufacturing companies.

These varied e.r'nployment characteristics are shown in Table 2.2, as Onondaga County,
Middlesex County and Smith County reported the highest employment in the services sector of
the economy. Additional data is shown in Exhibit 1I-4. Warren and Rutherford Counties in
Tennessee had the highest level of manufacturing employment, an indication of dependence on
this economic sector. Warren County, the most rural area served by the Association, also
contained the highest level of agriculture employment. Smith County in Texas followed a
similar employment structure as Onondaga County, with services and trade comprising the
largest employment sectors. In summary, -the data presented in Table 2.2 reveals a relatively
diverse employment base to be served by the Association, with services and trade comprising the

largest base of employment, followed by government and manufacturing employment.




Services
Nholesale/Retail Trade
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Aanufacturing
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\rts, Entertainment
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Source: REIS.

Table 2.2
Beacon Federal
Primary Market Area Employment Sectors
(Percent of Labor Force)

United 8 County Onondaga Oneida Smith Rutherford ~ Warren Middlesex
States Market Area  County, NY County, NY County, TX County, TN County, TN County, MA
36.78% 34.60% 38.27% 34.54% 38.40% 32.19% 18.11% 46.08%
14.68% 14.71% 16.63% 11.84% 16.83% 15.21% 14.04% 13.70%
13.91% 12.12% 13.54% 19.95% 11.10% 10.66% 8.89% 8.58%
8.75% 14.06% 9.28% 8.45% 8.39% 18.47% 30.65% 9.12%
8.43% 6.75% 8.04% 8.09% 7.43% 6.36% 3.79% 6.77%
3.49% 291% 312% 2.87% 3.47% 4.77% 1.12% 2.09%
2.03% 1.48% 1.93% 1.46% 1.31% 1.43% 0.64% 2.12%
5.99% 4.93% 4.48% 3.50% 562% 6.00% 4.65% 5.35%
1.75% 2.83% 0.36% 1.22% 2.24% 1.59% 11.46% 0.14%
4.19% 5.62% 4.36% B.08% 5.22% 3.33% 6.66% 6.05%
100.00% 100.00% 100.00%  100.00%  100.00% 100.00% 100.00%  100.00%
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Unemployment Characteristics

As shown in Table 2.3, similar to national trends, unemployment in Beacon Federal’s
market area counties has decreased in the last three months compared to the annual average for
2006, with more rural Warren County, Tennessee recording the highest unemployment rate, well
above comparative averages. The Rutherford County, Tennessee (Memphis) and Middlesex
County, Massachusetts (Boston) unemployment rates remained lower than the comparative
averages, affected by the proximity to Nashville and Boston. Overall, the lower unemployment
rate in Beacon Federal’s market area counties is a favorable sign as it reflects a level of demand

for workforce employees.

Table 2.3
Beacon Federal
Market Area Unemployment Trends

2006 Annual March 2007

Region Unemployment Unemployment
United States 4.6% 4.5%
Onondaga County, NY _ 4.2% 4.2%
Oneida County, NY 4.3% 4.4%
Warren County, TN 9.0% 7.4%
Rutherford County, TN 4.0% 3.9%
Smith County, TX 4.7% 4.1%
Middlesex County, MA 4.1% 3.7%

Average 5.1% 4.6%

Source: U.S. Bureau of Labor Statistics.

Competition

Due to the size of markets in which the Association operates, and the size of certain
branch offices, Beacon Federal holds only a moderate market share of deposits in most market
area counties (see Table 2.4)., The largest deposit market shares held by the Association are in
Warren County, Tennessee (7.8% of deposits) and Onondaga County, New York (3.4% of
deposits). Beacon Federal thus has potential for additional growth given the positioning of the

offices in counties with large population bases. In most market area counties, Beacon Federal



leacon Federal Total

{ew York
Jnondaga County
Commercial Banks
Savings Institutions
Beacon Federal (East Syracuse)

Jneida County
Commercial Banks
Savings Institutions
Beacon Federal (Rome, Marcy-2 New Brnchs)

[exas

3mith County

Commercial Banks

Savings Institutions
Beacon Federal (Tyler)

[ennessee

Na County

C’rciai Banks

Sa s Institutions
Beacon Federal {Smartt)

Rutherford County
Commercial Banks
Savings Institutions
Beacon Federal (Smyrna (Nashville Suburh))

Shelby County
Commercial Banks
Savings Institutions-
Beacon Federal (Collierville)

Massachusetts
Middiesex County
Commercial Banks
Savings Institutions
Beacon Federal (Chelmsford)

Sources: FDIC and SNL Financial.

Table 2.4
Beacon Federal

Deposil Summary

As of June 30,
2002 2006 Deposil

Market # of Market # of Growth Rate

Deposits Share Branches Deposits Share Branches 2002-2006

(Dollars in Thousands) (%)
$208,462 [ $420,689 5 19.2%
5,860,205 100.0% 134 $ 69058631 100.0% 145 4.2%
5,286,823 90.2% 123 5,928,038 85.8% 127 2.5%
573,382 9.8% 11 977,593  14.2% 18 14.3%
147,800 2.5% 1 232,521 3.4% 1 12.0%
3,138,343 100.0% 69 $ 3,902,342 100.0% 64 5.6%
2,356,481 75.1% 57 2410968 61.8% 46 0.6%
781,862 24.9% 12 1,491,373  38.2% 18 17.5%
- 0.0% - - 0.0% - #DIV/O

2,435,064 100.0% 57 $ 3,041,418 100.0% 68 57%
2,168,967 89.1% 49 2,873,637 §87.9% 61 5.4%
266,097 10.9% 8 367,779 12.1% 7 8.4%
20,865 0.9% 1 75,390 2.5% 1 37.9%
555,755 100.0% 17 $ 637,494 100.0% 19 3.5%
451,609 81.3% 14 480,710  75.4% 16 1.6%
104,146 18.7% 3 156,784  24.6% 3 10.8%
25,141 4.5% 1 49,710 7.8% 1 18.6%
1,673,262 100.0% 53 $ 2454668 100.0% 66 10.1%
1,670,687 99.8% 52 2,440,959 99.4% 65 9.9%
2,575 0.2% 1 13,708 0.6% 1 51.9%
2,575 0.2% 1 13,709 0.6% 1 51.9%
16,928,376 100.0% 244§ 23016912 100.0% 254 8.0%
16,524,863 - 97.6% 235. 22,636,421 98.3% 251 8.2%
.. 403,513 24% g 380,491 1.7% 3 -1.5%
2,995 0.0% 1 - 0.0% - -100.0%
31,190,000 100.0% 479 $ 33,830,000 100.0% 491 2.1%
14,030,000 45.0% 218 16,885,000 49.9% 244 4.7%
17,160,000 55.0% 261 16,945,000 50.1% 247 -0.3%
9,086 0.0% 1 49,359 0.1% 1 52.7%
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competes with a number of locally-based and locally-owned financial institutions, along with
regional and superregional competitors.
Onondaga County, New York, the competitors include Manufacturers and Traders Trust
Company, Keybank National Associatioﬁ, HSBC Bank USA, JPMorgan/Chase, Bank of
America. In addition, the Association faces competition from other credit unions, mortgage
banking companies, consumer finance companies, investment houses, mutual funds, insurance
companies and other financial intermediaries. Over the recent past, the competitive factors have
intensified with the growth of electronic delivery systems (particularly the Internet). In the

remaining five market area counties, the three largest competitors for deposits are listed below in

Table 2.5.

Location

Oneida County, NY

Warren County, TN

Rutherford County, TN

Smith County, TX

Middlesex County, MA

Source: FDIC.

Table 2.4 displays deposit trends for thrifts and commercial banks in the market area
counties from 2002 to 2006. Within the regional market areas, Beacon Federal holds the largest

market share of deposits in Warren County, Tennessee (McMinnville) at 7.8% of deposits,

In the Association’s headquarters office location of

Table 2.5

Beacon Federal
Market Area Counties Deposit Competitors

Name

Partners Trust Bank
Bank of Utica
HSBC Bank USA

First NB of McMinnville
Regions Bank
Security FSB of McMinnville

Pinnacle National Bank
Suntrust Bank
Bank of America, NA

Southside Bank
Bank of America, NA
Regions Bank

Citizens Bank of MA
Bank of America
Middlesex Savings Bank
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followed by Onondaga County, New York (East Syracuse) at 3.4%. As shown in Table 2.4,
within the regional market areas, Beacon Federal recorded significant gains in deposits on a
percentage basis over the past three years in most areas, although the absolute dollar amount of
deposits in Rutherford County is modest. Alternatively, Beacon closed the Shelby County,

Tennessee office,

The fastest growth market areas in terms of total deposits include Rutherford County,
Tennessee at 10.1% annually, and Smith County, Texas at 5.7% annually. The slowest growth
market areas served are Middlesex County (2.1% annual growth), Warren County, Tennessee
and the headquarters county of Onondaga, reporting a 4.2% growth rate for the four years ended
June 30, 2006. Commercial banks have a strong majority of deposit funds in all market area
counties except for Oneida County, New York and Middlesex County, Massachusetts (Boston).
Savings institution deposits exceed commercial bank deposits in Middlesex County,
Massachusetts. Based on these market share figures, Beacon Federal has the continued ability to

increase deposits, and therefore deposit market share.

Summary

The overall condition of the primary market area can be characterized as stable, with
growth potential in some market area counties and lower potential in others, based on regional
population and economic projections. 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 Beacon Federal having to pay
competitive deposit rates, provide high quality service and provide electronic banking

capabilities 1o increase local market share.
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III. PEER GROUP ANALYSIS

This chapter presents an analysis of Beacon Federal’s operations versus a group of
comparable savings institutions (the "Peer Group") selected from the universe of all publicly-
traded savings institutions in a manner consistent with the regulatory valuation guidelines. The
basis of the pro forma market valuation of Beacon Federal is derived from the pricing ratios of
the Peer Group institutions, incorporating valuation adjustments for key differences in relation to
the Peer Group. Since no Peer Group can be exactly comparable to Beacon Federal, key areas
examined for differences are: financial condition; profitability, growth and viability of earnings;
asset growth, primary market area; dividends; liquidity of the shares; marketing of the issue;

management; and effect of government regulations and regulatory reform.

Peer Group Selection

The Peer Group selection process is governed by the general parameters set forth in the
regulatory valuation guidelines. Accordingly, the Peer Group is comprised of only those
publicly-traded savings institutions whose common stock is either listed on a national exchange
(NYSE or AMEX), or is NASDAQ listed, since their stock trading activity is regularly reported
and generally more frequent than non-publicly traded and closely-held institutions. Institutions
that are not listed on a national exchangé or NASDAQ are inappropriate, since the trading
activity for thinly-traded or closely-held stocks is typically highly irregular in terms of frequency
and price and thus may not be a reliable indicator of market value. We have also excluded from
the Peer Group those companies under acquisition or subject to rumored acquisition, mutual
holding companies and recent conversions, since their pricing ratios are subject to unusual
distertion and/or have limited trading history. A recent listing of the universe of all publicly-

traded savings institutions is included as Exhibit III-1.

ldeally the Peer Group, which must have at least 10 members to comply with the
regulatory valuation guidelines, should be comprised of locally or regionally-based institutions
with comparable resources, strategies and financial characteristics. There are approximately 165

publicly-traded institutions nationally and, thus, it is typically the case that the Peer Group will
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be comprised of institutions with relatively comparable characteristics. To the extent that
differences exist between the converting institution and the Peer Group, valuation adjustments
will be applied to account for the differences. Since Beacon Federal will be a full public
company upon completion of the offering, we considered only full public companies to be viable
candidates for inclusion in the Peer Group. From the universe of publicly-traded thrifts, we
selected ten institutions with characteristics similar to those of Beacon Federal. In the selection

process, we applied two “screens™ to the universe of all public companies:

0 Screen #]1. Fully converted New York institutions, outside of metropolitan New
York City in full stock form for more than one year, with assets between_$500
million and $1 billion, an ROE of less than 10%, positive core_earnings and a
meaningful price-eamnings multiple. Two companies met the criteria for Screen
#1 and both were included in the Peer Group: Elmira Savings Bank, FSB of
Elmira and Rome Bancorp, Inc. of Rome. Exhibit 111-2 provides financial and
pubhc market pricing characteristics of all publicly-traded New York thrifts.

0 Screen #2._Fully converted Massachusetts institutions in full stock form for more
than one year, with assets between $500 million and $1 billion, an ROE of less
than 10%. positive core earnings and a meaningful price-earnings multiple. Five
companies met the criteria for Screen #2 and all were inciuded in the Peer Group:
Benjamin Franklin Bancorp, Inc. of Franklin, Central Bancorp of Somerville,
Hingham Institution for Savings of Hingham, LSB Corp. of North Andover and
MassBank Corp. of Reading. Exhibit 11}-2 provides financial and public market
pricing characteristics of all publicly-traded Massachusetts thrifts.

0 Screen #3, Fully converted Pennsylvania institutions in full stock form for more
than one year, with assets between $500 million and $1 billion, an ROE of less
than 10%, positive core earnings and a meaningful price-earnings multiple. Three
companies met the criteria for Screen #3 and all were included in the Peer Group:
Harleysville Savings Financial Corp. of Harleysville, TF Financial Corp. of
Newtown and Fidelity Bancorp, Inc. of Pittsburgh. Exhibit III-2 provides
financial and public market pricing characteristics of all publicly-traded New
York thrifts.

Table 3.1 shows the general characteristics of each of the 10 Peer Group companies and
Exhibit III-3 provides summary demographic and deposit market share data for the primary
market areas served by each of the Peer Group companies. While there are expectedly some
differences between the Peer Group companies and Beacon Federal, we believe that the Peer
Group companies, on average, provide a good basis for valuation subject to valuation

adjustments. The following sections present a comparison of Beacon Federal’s financial
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condition, income and expense trends, loan composition, interest rate risk and credit risk versus

the Peer Group as of the most recent publicly available date.

A summary description of the key characteristics of each of the Peer Group companies is

detailed below, when compared to the Peer Group as a whole.

0

Benjamin Franklin Bancorp, Inc. of Franklin. The largest peer group company in terms
of asset size, financial characteristics include a level of goodwill on its books, a high
level of non-interest income, high operating expenses, and investment in commercial real
estate/multifamiliy loans. Also has a large loans serviced for others portfolio and
favorable asset quality measures.

MassBank Corp. of Reading. The peer group company with the largest branch office
network, aspects include a large cash and investments portfolio, a high equity/assets ratio,
and a recent decline in assets. Also reported a relatively high return on assets, and low
operating expenses, a low risk-weighted assets ratio due to the investment portfolio, and
strong asset quality measures.

Harleysville Savings Financial Corporation of Harleysville. This company reported a
leveraged capital ratio of under 7%, higher use of borrowings, and a low loan/assets ratio.
The low level of loans resulted in the lowest net interest income ratio of the peer group,
the lowest yield/cost spread. Operating expenses were also the lowest of the peer group
companies. Harleysville reported little loan diversification beyond 1-4 family loans and
MBS, resulting in the lowest risk-asset/asset ratio.

Fidelity Bancorp, Inc. of Pittsburgh. Reported a relatively large branch office network, ,
high use of borrowings and a low capital ratio. Similar to Harleysville, reported a low net
interest income ratio due to high funding costs, a low net interest margin, and maintained
low operating expenses. Loan portfolio diversification was modest, and concentrated in
commercial real estate/multifamily loans, with no loans serviced for others portfolio.
Reserve coverage ratios were relatively modest compared to other peer group companies.

Hingham Institution for Savings of Hingham. This peer group company reported strong
investment in loans receivable and high use of borrowed funds, along with the highest
asset growth in the past year of all the peer group companies. A moderate level of net
income was supported by low operating expenses and a high proportion of commercial
real estate/multifamily loans held in portfolio. Most asset quality measures were more
favorable than the peer group averages.

TF Financial Corp. of Pittsburgh. Maintaining a relatively large branch office network,
this company reported a strong level of investment in loans receivable, and experience a
slight decline in assets over the most recent year. Net income was higher than the peer
group average, supported by low funding costs, higher non-interest income and offset in
part by higher operating expenses. A modest level of loan diversification into
commercial real estate/multifamily loans was revealed, along with a loans serviced for
others portfolio. Asset quality ratios were less favorable than the peer group averages.
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0 Central Bancorp of Somerville. Also maintaining a large branch office network, this
company reported a high loans/assets ratio and a leveraged balance sheet, with assets
increasing by the second highest percentage in the last year. Reporting the second lowest
net income ratio of the peer group, income was affected by a low level of non-interest
income and high operating expenses: Loan portfolio diversification was strong, primarily
into commercial real estate/multifamily lending and construction lending. Asset quality
ratios were favorable.

0 LSB Corp. of North Andover. The third smallest peer group company, reported a high
level of investment securities on the balance sheet, funding with a high level of
borrowings. Net income was the lowest of all peer group companies, due to net non-
operating losses experienced during the most recent year, and the highest effective tax
rate of all peer group companies. Investment in MBS was the highest of all peer group
companies, and loan diversification was high in commercial rea] estate/multifamily loans.
This company also maintained a high loans serviced for others portfolio.

0 Elmira Savings Bank, FSB of Elmira. The second smallest peer group member, reported
the highest asset growth in the past year of all peer group companies, and high investment
in loans receivable. Net income close to the peer group average was supported by a
somewhat higher net interest income ratio, offset by somewhat higher operating
expenses. This company had the highest loan diversification into commercial business
and consumer lending of all peer group companies, with asset quality ratios in line with
peer group averages.

) Rome Bancorp, Inc, of Rome. Selected due to relatively high loans-to-assets ratio, high
equity-to-assets ratio, relatively strong net interest margin, higher earnings contribution
from non-interest operating income, relatively high level of operating expenses, lending
diversification emphasis on commercial real estate/multi-family loans and commercial
business loans and favorable credit quality measures.

In aggregate, the Peer Group companies maintain a lower level of capital as the industry
average (10.54% of assets versus 12.44% for all public companies), generate higher earmings as a
percent of average assets (0.58% ROAA versus 0.57% for all public companies), and generate a
higher ROE {6.08% ROE versus 5.64% for all public companies). Overall, the Peer Group's
average P/B ratio was below the average for all publicly-traded thrifts, while the Peer Group’s

P/E multiple was slightly higher.
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All
Publicly-Traded Peer Group

Financial Characteristics (Averages) »
Assets ($Mil) $3,009 $638

Market capitalization ($Mil) $440 $81
Equity/assets (%) | 12.44% 10.54%
Return on average assets (%) 0.57 0.58
Return on average equity (%) 5.64 6.08
Pricing Ratios (Averages)(1)

Price/earnings (x) 19.96x 21.80x
Price/book (%) 144.46% 128.97%
Price/assets (%) | 17.98 13.72

@) Based on market prices as of May 25, 2007.

Ideally, the Peer Group companies would be comparable to Beacon Federal in terms of
all the selection criteria, but the universe of publicly-traded thrifts does not provide for an
appropriate number of such companies, However, in general, the companies selected for the
Peer Group were fairly comparable to Beacon Federal, as will be highlighted in the following

comparative analysis.

Financial Condition

Table 3.2 shows comparative balance sheet measures for Beacon Federal and the Peer
Group, reflecting the expected similarities and some differences given the selection procedures
outlined above. The Association’s and the Peer Group's ratios reflect balances as of March 31,
2007, unless indicated otherwise for the Peer Group companies. Beacon Federal’s equity-to-
assets ratio of 6.9% was below the Peer Group's average net worth ratio of 10.5%. However, the
Association’s pro forma capital position will increase with the addition of stock proceeds and
will exceed the Peer Group’s ratio following the stock offering. Tangible equity-to-assets ratios
for the Association and the Peer Group equaled 6.9% and 10.0%, respectively. The increase in
Beacon Federal’s 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 funding
costs. At the same time, the Association’s higher pro forma capitalization will initially depress

return on equity. Both Beacon Federal’s and the Peer Group's capital ratios reflected capital
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surpluses with respect to the regulatory capital requirements, with the Peer Group’s ratios
currently exceeding the Association’s ratios. On a pro forma basis, the Association’s regulatory

surpluses will likely be above the Peer Group’s ratios.

The interest-earning asset compositions for the Association and the Peer Group were
relatively similar, with loans constituting the bulk of interest-earmning assets for both Beacon
Federal and the Peer Group. The Association’s loans-to-assets ratio of 86.0% was higher than to
the comparable Peer Group ratio of 64.4%. Comparatively, the Peer Group’s cash and
investments-to-assets ratio of 31.7% exceeded the comparable ratio for the Association of
12.5%. Overall, Beacon Federal’s interest-earning assets amounted to 98.5% of assets, which

exceeded the comparable Peer Group ratio of 96.1%.

Beacon Federal’s funding liabilities reflected a funding strategy that was somewhat
similar to that of the Peer Group's funding composition. The Association’s deposits equaled
80.2% of assets, which was above the comparable Peer Group ratio of 67.2%. Comparatively,
borrowings were utilized to a greater degree by the Peer Group, as indicated by borrowings-to-
assets ratios of 12.8% and 21.3% for Beacon Federal and the Peer Group, respectively. Total
interest-bearing liabilities maintained by the Association and the Peer Group, as a percent of
assets, equaled 93.0% and 88.5%, respectively. Following the increase in capital provided by the
net proceeds of the stock offering, the Association’s ratio of interest-bearing liabilities as a

percent of assets will likely be less than 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’s IEA/IBL ratio is stronger than the Association’s ratio, based on
[EA/IBL ratios of 108.6% and 105.9%, respectively. The addit:ional capital realized from stock
proceeds should serve to provide Beacon Federal with an IEA/IBL ratio that approximates or
exceeds the Peer Group’s ratio, as the increase in capital provided by the infusion of stock
proceeds will serve to lower the level of interest-bearing liabilities funding assets and will be

primarily deployed into interest-earning assets.

The growth rate section of Table 3.2 shows annual growth rates for key balance sheet
items. Beacon Federal’s and the Peer Group’s growth rates are based on growth for the twelve

months ended March 31, 2007 or the most recent period available. Beacon Federal’s assets
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increased at a 20.2% annual rate, which was well above the Peer Group’s asset growth rate of
1.9%. Asset growth for the Association was realized through both investment and loan growth,
which was funded by deposit growth, and to a lesser extent, borrowings growth, The Peer Group
experienced growth in loans which was funded with available cash and investments, resulting in

the minimal change in assets over the preceeding twelve month period.

Borrowings remained relatively stable during the most recent twelve months for the
Association, as deposits increased at a much higher rate. The minimal asset growth for the Peer
Group was funded by deposit growth, offset in part by a decline in borrowings, however, the
Peer Group’s deposit growth rate was well below the comparable growth rate posted by the
Association. Both Beacon Federal and the Peer Group experienced a modest increase in net
worth over the trailing twelve month period. The Association’s capital was increased by net
income recorded during the period, while the Peer Group’s capital improvement was slowed by
dividend payments as well as stock repurchases. The increase in capital realized from stock
proceeds, as well as possible dividend payments and stock repurchases, will likely depress the

Association’s capital growth rate following the stock offering.

Income and Expense Components

Table 3.3 displays comparable statements of operations for the Association and the Peer
Group, based on eamings for the twelve months ended March 31, 2007, unless otherwise
indicated for the Peer Group companies. Beacon Federal and the Peer Group reported net
income to average assets ratios of 0.30% and 0.58%, respectively. The Peer Group reported a
higher net interest income ratio, lower loan loss provisions and a lower effective tax rate in
comparison to the Association. The Association’s earnings reflected comparative earnings
advantages with respect to higher non-interest income, lower operating expenses and higher non-

operating income.

The Peer Group’s stronger net interest margin was realized through maintenance of a
lower interest expense ratio, which was partially offset by the Association’s higher interest
income ratio. The Association’s higher interest income ratio was realized through earning a
higher yield on interest-earning assets (5.90% versus 5.70% for the Peer Group), which was

supported by the Association’s interest-éaming asset composition that reflected a higher
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concentration of loans in comparison to the Peer Group’s interest-earning asset composition.
The Peer Group’s lower interest expense ratio was supported by maintenance of a lower cost of
funds (3.13% versus 3.74% for the Association) and maintenance of a lower level of interest-
bearing habilities funding assets. Overall, Beacon Federal and the Peer Group reported net

interest income to average assets ratios of 2.33% and 2.67%, respectively.

In another key area of core eamnings strength, the Association maintained a lower level of
operating expenses than the Peer Group. For the period covered in Table 3.3, the Association
and the Peer Group reported operating expense to average assets ratios of 2.09% and 2.18%,
respectively.  Consistent with the Association’s lower operating expense ratio and more
diversified operations, Beacon Federal maintained a lower number of employees relative to its
asset size. Assets per full time equivalent employee equaled $5.8 million for the Association,
versus a comparable median measure of $5.5 million for the Peer Group. Beacon Federal’s
lower operating expense ratio could in part be attributed to maintaining a lower number of
branch offices in relation to total assets than the Peer Group, and relatively low investment in
fixed assets. Beacon Federal has also acted to centralize a number of the operating functions of
the Association, despite the wide ranging branch office network, which has limited increases in
expenses as the Association has grown. On a post-offering basis, the Association’s operating
expenses can be expecied to increase wi;th the addition of stock benefit plans and certain
expenses that result from being a publicly-traded company, with such expenses already
impacting the Peer Group's operating expenses. At the same time, Beacon Federal’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 divided by operating expenses),
the Peer Group’s earnings were stronger than the Association’s. Expense coverage ratios posted

by Beacon Federal and the Peer Group equaled 1.11x and 1.22x, respectively. An 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.

As noted above, sources of non-interest operating income provided a slightly larger
contribution to the Association’s earnings. Non-interest operating income equaled 0.50% and
0.43% of Beacon Federal’s and the Peer Group’s average assets, respectively. Taking non-
interest operating income into account in comparing the Association’s and the Peer Group's
carnings, Beacon Federal’s efficiency ratio (operating expenses, net of amortization of
intangtbles, as a percent of the sum of non-interest operating income and net interest income) of
73.9% was less favorable than the Peer Group's efficiency ratio of 70.3%. The Peer Group’s
more favorable efficiency ratio was realized through maintenance of a higher net interest income

ratio, offset in part by a higher operating expense ratio and lower non-interest income.

Loan loss provisions had a larger impact on the Association, with loan loss provisions
established by the Association and the Peer Group equaling 0.18% and 0.02% of average assets,
respectively, with the Association adding to the reserve balance partially as a result of the
stronger growth in the loans receivable balance. The impact of loan loss provisions on the
Association’s and the Peer Group’s earnings were indicative of their generally favorable credit

quality measures and lending strategies.

The Association reported net non-operating gains of 0.02% of average assets, resulting
from a gain on the sale of investment securities, while the Peer Group reported net non-operating
losses of 0.08% of average assets. Typicélly, gains and losses generated from non-operating
items are viewed as earnings with a relatively high degree of volatility, particularly to the extent
that such gains and losses resuit from these items are not considered to be part of an institution’s
core operations, Comparatively, to the extent that gains have been derived through selling fixed
rate loans into the secondary market, which were not part of the Association’s income statement,
such gains may be considered to be an ongoing activity for an institution particularly during
periods of low interest rates and, therefore, warrant some consideration as a core earnings factor
for an institution. However, loan sale gains are still viewed as a more volatile source of income
than income generated through the net interest margin and non-interest operating income.

Extraordinary items were not a factor in either the Association’s or the Peer Group's earnings.
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Taxes had a significantly larger impact on the Association’s earnings, as Beacon Federal
and the Peer Group posted effective tax rates of 46.9% and 29.7%, respectively. As indicated in

the prospectus, the Association’s effective marginal tax rate is equal to 39%.

Loan Composttion

Table 3.4 presents data related to the Association’s and the Peer Group’s loan portfolio
compositions and investment in mortgage-backed securities. The Association’s loan portfolio
composition reflected a higher concentration of 1-4 family permanent mortgage loans and MBS
as a percent of assets than maintained by the Peer Group (56.8% versus 49.7% for the Peer
Group). The Association’s higher ratio was attributable to maintaining a higher concentration of
1-4 family loans, offset by a lower proportion of MBS. Loans serviced for others equaled 0.0%
and 4.1% of the Association’s and the Peer Group’s assets, respectively, thereby indicating a
lower influence of mortgage banking activities on the Association’s operations. Servicing

intangible assets were a minor balance sheet item for Peer Group.

Diversification into higher risk types of lending was greater for the Association.
Consumer loans represented the most significant area of lending diversification for the
Association (14.37% of assets), followed by commercial real estate/multifamily loans (12.0% of
assets). The Peer Group’s lending diversification consisted primarily of commercial real
estate/multi-family loans (17.7% of assets), followed by construction/land loans (3.8% of assets).
Lending diversification was more significant for the Association with respect to commercial
business loans, while construction loans represented a more significant area of lending
diversification for the Peer Group. Overall, the Association’s higher ratio of loans-to-assets and
higher overall degree of lending diversification into higher risk types of lending translated into a
higher risk weighted assets-to-assets ratio of 68.3%, versus a comparable Peer Group ratio of
59.5%.

Credit Risk

Overall, the credit risk associated with the Association’s balance sheet was considered to
be similar to the Peer Group’s, as implied by credit quality measures for non-performing assets

and reserve coverage ratios (see Table 3.5). As of March 31, 2007, the Association reported total
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NPAs plus loans greater than 90 days delinquent and still accruing equal to 0.13% of assets,
versus 0.16% of assets for the Peer Group. Beacon Federal reported a zero balance of non-
performing loans (non-accruing loans), versus 0.25% of loans for the Peer Group. The Peer
Group’s loss reserves as a percent of NPAs equaled 302.3%, versus 629.3% for the Association.
Loss reserves maintained as percent of loans were higher for the Association (0.95% versus
0.77% for the Peer Group). The Association’s credit risk exposure was considered to be less
favorable with respect to recording a higher level of net loan charge-offs for the most recent
twelve month period. Comparatively, net loan charge-offs recorded by the Peer Group equaled

0.01% of net loans reczivable.

Interest Rate Risk

Table 3.6 reflects various key ratios highlighting the relative interest rate risk exposure of
the Association versus the Peer Group. In terms of balance sheet composition, Beacon Federal’s
interest rate risk characteristics were considered to be less favorable than the Peer Group’s. Most
notably, Beacon Federal’s lower tangible capital positton and lower IEA/IBL ratio indicate a
greater dependence on the yield-cost spread to sustain the net interest margin, while the
Association maintained a lower level of non-interest eaming assets. On a pro forma basis, the
infusion of stock proceeds should provide the Association with comparable or more favorable
balance sheet interest rate risk characteristics than currently maintained by the Peer Group,
particularly with respect to the increases that will be realized in Association’s equity-to-assets
and IEA/IBL ratios.

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 Beacon Federal and
the Peer Group. In general, the relative fluctuations in the Association’s net interest income to
average assets ratios were considered to be higher than the Peer Group and, thus, based on the
interest rate environment that prevailed during the period analyzed in Table 3.6, Beacon Federal
was viewed as maintaining a higher degree of interest rate risk exposure in the net interest
margin. The stability of the Association’s net interest margin should be enhanced by the infusion
of stock proceeds, as the increase in capital will reduce the level of interest rate sensitive

liabilities funding Beacon Federal’s assets.
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Summary

Based on the above analysis and the criteria employed in the selection of the companies
for the Peer Group, RP Financial concluded that the Peer Group forms a reasonable basis for
determining the pro forma market value of Beacon Federal. Such general characteristics as asset
size, capital position, interest-earning asset composition, funding composition, core earnings
measures, loan composition, 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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1V. VALUATION ANALYSIS

Introduction

This chapter presents the valuation analysis and methodology, prepared pursuant to the
regulatory valuation guidelines, and valuation adjustments and assumptions used to determine
the estimated pro forma market value of the common stock to be issued in conjunction with the

Association’s conversion transaction.

Appraisal Guidelines

The OTS written appraisal guidelines specify the market value methodology for
estimating the pro forma market value of an institution pursuant to a mutual-to-stock conversion.
Pursuant to this methodology: (1) a peer group of comparable publicly-traded institutions is
selected; (2) a financial and operational comparison of the subject company to the peer group is
conducted to discern key differences; and (3) a valuation analysis in which the pro forma market
value of the subject company is determined based on the market pricing of the peer group as of
the date of valuation, incorporating valuation adjustments for key differences. In addition, the
pricing characteristics of recent conversions, both at conversion and in the aftermarket, must be

considered.

RP Financial Approach to the Valuation

The valuation analysis herein complies with such regulatory approval guidelines.
Accordingly, the valuation incorporates a detailed analysis based on the Peer Group, discussed in
Chapter 11, which constitutes “fundamental analysis” techniques. Additionally, the valuation
incorporates a “technical analysis” of receﬁtly completed stock conversions, including closing
pricing and aftermarket trading of such offerings. It should be noted that these valuation
analyses cannot possibly fully account for all the market forces which impact trading activity and

pricing characteristics of a particular stock on a given day.

The pro forma market value determined herein is a preliminary value for the Company’s

to-be-issued stock. Throughout the conversion process, RP Financial will: (1) review changes in
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Beacon Federal’s operations and financial condition; (2) monitor Beacon Federal’s operations
and financial condition relative to the Peer Group to identify any fundamental changes; (3)
monitor the external factors affecting value including, but not limited to, local and national
economic conditions, interest rates, and the stock market environment, including the market for
thrift stocks; and (4) monitor pending conversion offerings (including those in the offering
phase), both regionally and nationally. If material changes should occur during the conversion
process, RP Financial will evaluate if updated valuation reports should be prepared reflecting
such changes and their related impact on value, if any. RP Financial will also prepare a final
valuation update at the closing of the offeriﬂg to determine if the prepared valuation analysis and

resulting range of value continues to be appropriate.

The appraised value determined herein 1s based on the current market and operating
environment for the Association 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 Beacon Federal’s value, or Beacon Federal’s value alone. To the extent a
change in factors impacting the Association’s value can be reasonably anticipated and/or

quantified, RP Financial has incorporated the estimated impact into the analysis.

Valuation Analvsis

A fundamental analysis discussing similarities and differences relative to the Peer Group
was presented in Chapter 111, The following sections summarize the key differences between the
Association and the Peer Group and how those differences affect the pro forma valuation.
Emphasis is placed on the specific strengths and weaknesses of the Association 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 stocks, including the market for new issues, to assess the

impact on value of Beacon Federal coming to market at this time.
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I. 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 Association’s and the Peer Group’s financial strengths are noted as follows:

Overall Assets/Liability __(“A/L") Composition. The Association’s IEA
composition exhibited a higher concentration of loans and greater diversification
into higher risk and higher yielding loans than the Peer Group. The Association’s
lending strategy includes a dependence on high balance commercial real estate
loans in out-of-market areas for loan generation, adding to risk in the asset base.
Beacon Federal’s loans are generated from a wide ranging, unconnected branch
network in four states extending from Massachusetts to Texas. The Association’s
asset composition provided for a higher IEA yield and a higher risk weighted
assets-to-assets ratio than maintained by the Peer Group on average.

Beacon Federal’s funding composition reflected a higher level of deposits and a
lower level of borrowings in comparison to the Peer Group, and as a percent of
assets, Beacon Federal maintained a higher IBL level compared to the Peer Group
average. On a combined basis, the Association currently maintains a lower
IEA/IBL ratio, but this disadvantage is expected to be reversed on a pro forma
basis. On balance, RP Financial concluded that the Association’s A/L
composition on a pro forma basis was a negative factor in our adjustment for
financiai condition.

Credit Quality. Beacon Federal maintained lower ratios of NPAs and delinquent
loans than the Peer Group on average. Loss reserves as a percent of loans were
higher for the Association, with a larger portion of loan chargeoffs related to the
consumer loan portfolio, which acts to limit the level of NPAs at any given time.
Reserve coverage ratios were more favorable for Beacon Federal. Net loan
charge-offs were higher for the Association, and Beacon Federal maintained
greater Joan portfolio diversification and a higher risk weighted assets-to-assets
ratio than the Peer Group. The Association’s loan portfolio is spread over a
several disparate geographic areas extending from Massachusetts to Texas, raising
the potential for loan quality issues because of out-of-market lending and
oversight. Overall, in comparison to the Peer Group, ihé Association appears to
have somewhat higher credit risk exposure, which was considered as a negative
factor in our adjustment for financial condition,

Balance Sheet Liquidity. The Peer Group operated with a higher level of cash
and investment securities relative to the Association (31.7% ot assets versus
12.5% for the Association). Following the infusion of stock proceeds, the
Association’s cash and investments ratio is expected to increase as the proceeds
retained at the holding company level will be initially deployed into investments,
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or potentially to reduce its higher borrowings utilization. Overall, RP Financial
concluded that this was a neutral factor in our adjustment for financial condition.

Funding Liabilities. Beacon Federal’s higher IBL .is attributable to Beacon
Federal’s lower capital position, although this relationship is- expecied to be
reversed on a pro forma basis. The Association’s retail deposits are more limited
than the -Peer Group with greater reliance on higher cost brokered CDs, large
balance CDs and high cost money market funds. The Association’s deposit
customer base is less attractive due to the unconnected branch office network (one
branch per city) which limits the potential for growth in savings and checking
account retail customers.

The Association’s overall cost of funds i1s higher than the Peer Group, an
unfavorable income statement structure and limits profitability. Increased
capitalization and reinvestment of offering proceeds will reduce the negative
impact of the funding base on profitability.

Capital. Following the stock offering, Beacon Federal’s pro forma capital
position will exceed the Peer Group’s equity-to-assets ratio, reversing the
currently lower ratio. The increase in the Association’s pro forma capital position
will result in greater leverage potential and potentially reduce the IBL level. At
the same time, the Association’s higher capital will likely result in a lower ROE.
On balance, RP Financial concluded this was a slightly positive factor in our
adjustment for financial condition.

On balance, no valuation adjustment was applied for the Association’s financial condition

relative to the Peer Group.

2. Profitability, Growth and Viability of Earnings

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

characteristics of an institution’s earnings stream and the prospects and ability to generate future

carnings heavily influcnce the multiple that the investment community will pay for earnings.

The major factors considered in the valuation are described below.

Reported Earnings. The Association’s reported earnings were considerably lower
than the Peer Group’s on a ROAA basis (0.30% of average assets versus 0.58%
for the Peer Group), reflecting a lower net interest income ratio, higher provisions
for loan losses and a higher effective tax rate. The lower net interest income ratio
was due to a higher interest expense ratio, evident in the Association’s higher cost
of funds and lack of an effective retail branch office network that would be
attractive to a retail customer base. Non-interest income and operating expenses
were slightly positive factors for the Association. While the net reinvestment
benefit of the offering proceeds should support the Association’s profitability,
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there will remain a noticeable comparative disadvantage, leading to the net
downward adjustment for profitability, growth and viability of earnings.

Core Farnings. Both the Association’s and the Peer Group’s earnings were
derived largely from recurring sources, with the disadvantages highlighted above.
The Association maintains a lower expense coverage ratio, 1.11x versus 1.22x for
the Peer Group. Similarly, the Association’s efficiency ratio of 73.9% was less
favorable than the Peer Group’s efficiency ratio of 70.3%. While the conversion
proceeds reinvestment will support the Association’s profitability, on a core basis,
the Association will maintain lower profitability, thus supporting a downward
valuation earnings adjustment.

Interest Rate Risk. Historically, the Association’s exposure to interest rate risk
appears to have been greater than the Peer Group’s, and this factor is evident in
the recent net interest margin and earnings performance which are low at present
and continuing to trend downward. On a pro forma basis, the infusion of stock
proceeds can be expected to reduce the interest rate risk through higher
capitalization and proceeds reinvestment. On balance, RP Financial concluded
that interest rate risk was a negative factor in our adjustment for profitability,
growth and viability of earnings.

Credit Risk. As noted in the earlier section, the Association appears to have a
similar credit risk profile with lower NPAs, higher reserve coverage ratios, offset
by higher loan chargeoff ratios and higher risk-weighted assets to assets. In
addition, the loan portfolio is more diversified into high risk-weighted loans, and
the large balance loans are spread out over a large geographic area in disparate
markets that limit management oversight. Accordingly, RP Financial concluded
that credit risk was a negative factor in our adjustment for profitability, growth
and viability of earnings.

Eamings Growth Potential. Despite the Association’s recent stronger asset
growth, the Association’s core profitability has been more volatile than the Peer
Group’s largely due to spread volatility, with a sharp decline realized in the most
recent fiscal year. The recent past indicates that deposit growth is achievable, but
with high funding costs and low margins. The infusion of stock proceeds will
increase the Association’s earnings growth potential with respect to leverage
capacity, however the Association’s ability to strongly increase lower cost
deposits is limited by the unconnected branch office network structure (which
consists’ of office locations in four separate states), and the competitive
enviromment within those states.

Growth .in non-interest operating income has been much slower than asset and
deposit growth, due to a lack of growth of core deposit accounts. This provides
less earnings growth potential and sustainability of earnings during periods when
net interest margins come under pressure as the result of unfavorable changes in
the yield curve, as in the current environment. On balance, this was a negative
factor in our adjustment for profitability, growth and viability of earnings.
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e Return on Equity. Beacon Federal’s current return on equity is lower than the
Peer Group’s ratio. Accordingly, as the result of the significant increase in capital
that will be realized from the infusion of net stock proceeds into the Association’s
equity, combined with the Association’s lower return on assets, the Association’s
pro forma return on equity on a core earnings basis will be signiticantly below the
Peer Group’s return on equity ratio. Accordingly, this was a negative factor in the
adjustment for profitability, growth and viability of earnings.

On balance, we concluded that a significant downward adjustméﬁt was warranted for this

factor.

3. Asset Growth

Beacon Federal’s asset growth for the most recent twelve month period was higher than
the Peer Group’s asset growth rate for same period (20.2% growth versus 1.9% growth for the
Peer Group), as the Association’s loan and investments growth was funded through deposits and,
to a lesser extent, borrowings growth. On a pro forma basis, the Association’s tangible equity-
to-assets ratio will be above the Peer Group’s tangible equity-to-assets ratio, implying higher
leverage capacity for the Association. Future growth capabilities for the Association may be
somewhat limited due to the ability to obtain cost-effective deposits or borrowed funds that can
be profitably reinvested into earning assets (recent growth has been achieved with relatively high
cost funds). Accordingly, on balance, we believe that no valuation adjustment was warranted for

this factor.

4, Primary Market Area

The general condition of an institution’s market area has an impact on value, as future
success is in part dependent upon opportunities for profitable activities in the local market
served. Beacon Federal’s primary market area for deposits is considered to be the local areas
surrounding the Asscciation’s branch offices in East Syracuse, New York, Chelmsford,
Massachusetts, Smyrna and Smartt, Tennessee, and Tyler, Texas, while lending activities extend
over a somewhat greater geographical area. Approximately 55% of the Association’s deposits
are located in the headquarter county of Onondaga, indicating the material impact of that market

area on the Association’s overall operations. The markets served by the Association cover a
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range from very affluent (Middlesex, Massachusetts) to relatively low income (Warren County,
Tenneessee). Competition among financial services companies includes other locally-based

thrifts and banks as well as regional and super regional banks.

The Peer Group companies are headquartered in counties that range from very rural with
small ‘population bases, to populations in excess of 1 million. These market area counties
include some densely populated urban markets. As shown in Exhibit 11I-3, on average the Peer
Group companies headquarters’ counties have somewhat higher population bases than the
Onondaga County market, and have more favorable future population growth characteristics than
the Association’s Onondaga County market. Beacon Federal has limited this disadvantage of the
headquarters county through the four-state branch office network. Comparative per capita
income measures impiy that the Syracuse, New York market is a less affluent market area
compared to the mariets served by the Peer Group companies, with only two Peer Group
companies having lower per capita income levels. Beacon Federal’s deposit market share in
Onondaga County was higher than the majority of the Peer Group companies, indicating a
competitive position advantage for the Association, however both comparative measures
remained relatively low, at less than 5% of total market area deposits. Summary demographic
and deposit market share data for the Association and the Peer Group companies is provided in
Exhibit I1I-3. As shown in Table 4.1, March 2007 unemployment rates for the markets served by
the Peer Group companies were on average similar to the unemployment rate reflected for
Onondaga County. On balance, we concluded that a moderate downward adjustment was

appropriate for the Association’s market area.

5. Dividends

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

conditions.
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Table 4.1
Market Area Unemployment Rates
Beacon Federal and the Peer Group Companies(1)
March 2007
County Unemployment
. Beacon Federal - NY . Onondaga : 4.2%
Peer Group Average ' '4,2%
Benjamin Franklin Bancorp, Inc. of MA  Norfolk 3.9%
MassBank Corp. - MA Middlesex 3.7
Harleysville Savings Fin. Corp. of PA Montgomery 3.3
Fidelity Bancorp, Inc. of PA Allegheny 39
Hingham Institution for Savings of MA  Plymouth 5.1
TF Financial Corp. - PA Bucks 3.6
Central Bancorp — MA Middlesex 3.7
LSB Corp. - MA Essex 5.0
Elmira Savings Bank, FSB of NY Chemung 5.0
Rome Bancorp — NY Oneida 4.4
. (1) Unemployment rates are not seasonally adjusted.

Source: U.S. Bureau of Labor Statistics.

All ten of the Peer Group companies pay régular cash dividends, with implied dividend
yields ranging from 1.60% to 4.00%. The average dividend yield on the stocks of the Peer
Group institutions equaled 2.88% as of May 25, 2007. As of the same date, approximately 83%
of all publicly-traded thrifts had adopted cash dividend policies (see Exhibit IV-1), exhibiting an
average yield of 2.62%. The dividend paying thrifts generally maintain higher than average
profitability ratios, facilitating their ability to pay cash dividends.

While the Association has not established a definitive dividend policy prior to converting,
the Association will have the capacity to pay a dividend comparable 10 the Peer Group’s average
dividend yield based on pro forma capitalization. On balance, we concluded that no adjustment

was warranted for purposes of the Association’s dividend policy.
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6. Liguidity of the Shares

The Peer Group is by definition composed of companies that are traded in the public
markets. All ten of the Peer Group members trade on the NASDAQ. 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 ranged from
$36.6 million to $142.3 million as of May 25, 2007, with average and median market values of
$81.0 million and $74.6 million, respectively. The shares issued and outstanding to the public
shareholders of the Peer Group members ranged from 1.3 million to 8.5 million, with average
and median shares outstanding of 4.0 million and 3.4 million, respectively. The Association’s
stock offering is expected to have a pro forma market value that will be in the middie of the
range of market values reflected for the Peer Group companies, while shares outstanding for the
Assoctation will be above range of shares outstanding indicated for Peer Group and will be
above the Peer Group mean and median shares outstanding. Like all of the Peer Group
companies, the Association’s stock will be quoted on the NASDAQ following the stock offering.
Overall, we anticipate that the Association’s public stock will have a comparable trading market
as the Peer Group companies on average and, therefore, concluded no adjustment was necessary

for this factor.

7. Marketing of the Issue

We believe that three separate markets exist for thrift stocks, including those coming to
market such as Beacon Federal Bancorp: (1) the after-market for public companies, in which
trading activity is regular and investment decisions are made based upon financial condition,
earnings, capital, ROR, 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 fully-converted publicly-held company and stock trading
history; and (3) the acquisition market for thrift franchises in New York. All of these markets

were considered in the valuation of the Company’s to-be-issued stock.
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A. The Public Market

The value of publicly-traded thrift stocks is easily measurable, and is tracked by
most investment houses and related organizations. Exhibit TV-1 provides pricing and financial
data on all publicly-traded thrifts. In general, thrift stock values react to market stimuli such as
interest rates, inflation, perceived industry health, projected rates of economic gro_wth, regulatory
issues and stock market conditions. Exhibit V-2 displays historical stock market trends for
various indices and includes historical stock price index values for thrifts and commercial banks.

Exhibit IV-3 displays historical stock price indtces for thrifts only.

In terms of assessing general stock market conditions, the performance of the
overall stock market has been mixed over the past year. The broader stock market moved lower
during the first part of June 2006, as stocks tumbled after an inflation warning by the Federal
Reserve Chairman stoked fears of future rate increases. Comparatively, stocks rallied in mid-
June following reassuring inflation comments by the Federal Reserve Chairman. Higher interest
rates dampened the félly ahead of the Federal Reserve meeting in late-June. Stocks surged
higher following the Federal Reserve meeting in late-June, as comments from the Federal
Reserve served to calm inflation worries and raised expectations of an end to the current cycle of

rate increases.

Geopolitical turmoil and higher oil prices pulled stocks lower at the start of the
third quarter of 2006. The broader stock market rallied briefly in mid-july on comments from
the Federal Reserve that hinted at the possibility of a pause in the current cycle of rate increases
and some favorable second quarter earings reports. After trading in a narrow range during late-
July and early-August, stocks retreated following the Federal Reserve meeting in August. While
the Federal Reserve left rates unchanged, stocks declined on concerns of an economic slow
down. Favorable inflation data reflected in wholesale and retail prices for July provided a boost
to stocks in mid-August. Stocks traded in a narrow range before strengthening at the end of
August, as oil prices dropped below $70 a barrel for the first time in two months and the
unemployment rate for August dropped to 4.7%. The Dow Jones Industrial Average moved to a
four-month high in mid-September, with further declines in oil prices and the Federal Reserve’s

decision to leave rates unchanged helping to sustain the positive trend. Stocks retreated
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modestly heading into late-September, as investors reacted negatively to an economic report
showing a slow down in business activity in the Mid-Atlantic region. Lower oil prices and a

strong consumer sentiment report helped stocks to rally at the close of the third quarter.

The bro:ader stock market rally was sustained into the fourth quarter of 2006, as
the DJIA moved to an all-time high in early-October. Lower oil prices and growing expectations
that the next move by tl:le Federal Reserve would be to cut rates extended the stock market rally
into mid-October, with the DJIA approachihg the 12000 market. The DIIA closed above 12000
heading into late-Octol;er 2006, with optimism about corporate earnings, the Federal Reserve’s
decision to hold rates sieady and lower oil prices sustaining the rally. Despite a slight pullback at
the end of October, the 3.4% gain in DJIA for October was the best monthly gain since
November 2005. Stocks continued to edge lower at the beginning of November, but then
rebounded strongly in mid-November. Favorable inflation data reflected in wholesale and
consumer prices for October, merger news and upbeat comments by the Federal Reserve about
interest rates were factors that contributed to rally in the broader market. Stocks traded in a
narrow range ahead of the holiday shopping season in late-November, After posting a big one
day loss in late-November on concerns about retail sales, lower oil prices, merger news and
favorable economic reports provided a boost to stocks in early-December. The DJIA traded to
record highs in mid- and late-December, as stocks benefited from some robust economic reports

and investors betting on a strong finish for the year,

Lower oil prices helped to sustain the positive trend in stocks at the start of 2007,
which was followed by a mild pullback due to weakness in technology stocks. Optimism about
the economy and some favorable eamings reports helped to lift the DJIA to a record high
heading into late-January 2007, which was followed by a one day sell-off on a weak housing
report and concerns about higher rates. Stocks surged higher at the end of January 2007, as the
Federal Reserve concluded its late-January meeting with no change in rates. The broader stock
market traded in a narrow range in early-February and then the DJIA rallied to a new record in
mid-February. Comments by the Federal Reserve Chairman that helped to alleviate concerns of
higher rates, as well as lower oil prices, we}e factors that contributed to the mid-February rally.

Comparatively, higher oil prices contributed to a downturn in stocks heading into late-February.
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A sell-off in China’s siock market turned into a global market sell-off, as the DJIA plunged over

400 points on February 27",

Stocks recovered some. of the losses from the one day sell-off in early-March
2007, as the broader stock market benefited from a rebound in China’s stock market. Mounting
troubles for subprime mortgage lenders and weak economic data fueled a sharp downturn in the
broader stock market in mid-March, reflecting concemns that rising subprime mortgage
delinquencies would. filter into the broader economy. Following the sell-off, merger
announcements, raltlies in overseas markets and a drop in oil prices supported a rebound in the
broader stock market ahead of the March meeting of the Federal Reserve. The Federal Reserve’s
decision to hold rates steady strengthened the stock market rebound, as investors were buoyed by
the Federal Reserve’s assessment that the economy continued to expand at a moderate pace.

Stocks fluctuated at the close of the first quarter on mixed economic data.

Signs cf an improving housing market provided a boost to the stock market at the
start of the second quarter 2007, with news of an increase in an index of pending existing home
sales during February supporting a one-day gain of more than 120 points in the DJIA. News of
Iran’s release of British hostages, lower oil prices and a favorable March employment report also
contributed to the broader market gains in early-April. The broader market rally continued
through most of April, as merger news and strong corporate profits lifted the DJ IA above a close
of 13000 in late-April. For the month of April, the DJIA closed up 5.7%. Stronger than
expected manufacturing data and lower ol prices helped to propel the DJIA to five consecutive
record highs in early-May. Following a sharp one day sell-off on a weak retail sale report for
April, the positive trend in the broader stock market continued into mid-May. A new wave of
corporate deals, lower oil prices and a stronger than expected reading for May consumer
confidence were noted factors that held to sustain the rally. As an indication of the general
trends in the nation's stock markets over the past year, as of May 25, 2007 the DJIA closed at
13507.28 an increase uf 20.5% from one year ago and an increase of 8.4% year-to-date, and the
NASDAQ closed at 2357.19 an increase of 16.3% from one year ago ‘and an increase of 5.9%
year-to-date. The Standard & Poors 500 Index closed at 1515.735 on May 25, 2007 an increase

of 19.1% from one year ago and an increase.of 6.9% year-to-date.
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The market for thrift stocks has been mixed during the past twelve months, but, in
general, thrift stocks have underperformed the broader stock market. Inflation fears, sparked by
comments from the Feéléral Reserve Chairman, pulled thrift stocks lower along with the broader
market in early-June 2606. Acquisition speculation helped thrift stocks to stabilize ahead of the
broader market heading into mid-June. Interest rate concems weighed on thrift stocks in mid-
June, although thrift stocks moved higher following comments from the Federal Reserve
Chairman that eased iﬁﬂationary concerns. Thrift stocks traded in a narrow range ahead of the
Fedefal Reserve meeti;1g in late-June and then rallied strongly following staterﬁents from the

Federal Reserve that hinted at the possibility of taking a break from raising interest rates further.

Activity in thrift stocks was neutral at the beginning of the third auarter of 2006,
which was followed by a downturn in thrift stocks along with the broader market in mid-July.
Comments from the Federal Reserve indicating expectations of inflation moderating and some
positive second quarter earnings sparked a brief rally in thrift stocks, which was followed by a
pull back in late-July. Earnings falling short of expectations due to margin compression
contributed to the sell-off in thrift stocks. Thrift stocks bounced higher in early-August, as July
employment data provided signs of a slowing economy and increased expectations that the
Federal Reserve wou}a stop raising rates. Mortgage data showing a drop in loan fundings
reversed the positive trend in thrift stocks heading into mid-August, which was followed by an
upturn in mid-August as thrift stocks participated in the broader market rally that was powered
by favorable inflation data. Thrift stocks trended Jower in late-August, reflecting concerns of a
slowdown in housing.” A favorable August employment report provided a boost to the thrift
sector at the beginning of September. Inflationary fears prompted a brief sell-off in thrift stocks
heading into mid-September, which was followed by a rebound as falling oil prices benefited

stocks in general.

Thrift stocks advanced at the start of the fourth quarter of 2006, based on
economic data that suggested the economy was slowing and comments from the Federal Reserve
Chéirman that raised hopes of a decline in short-term interest rates. Acquisition news and
strength in the broader market sustained the upward trend in thrift stocks into mid-October.
Thrift stocks sold off with the broader market at the end of October and into early-November, as

economic data showing slower growth raised concerns for some investors. Strength in the
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broader market supported a rebound in thrift stocks ahead of the national elections. Favorable
inflation data boosted thrifts stocks along with the broader market in mid-November. Weaker
than expected housing data pressured thrift stocks lower heading into late-November. Merger
news, including Bank of New York’s announced merger with Mellon .Financial. Corp., sparked
gains. in thrift stocks in early-December 2006. Thrift stocks traded in a narrow range through
mid-December, as the’ Federal Reserve left interest rates unchanged as expected. An upbeat
report on home sales helped thrift and bank-stocks participate in the broader market rally in late-

December.

Thrift stocks traded lower at the start of 2007, as a favofablc employment report
for December reduced expectations of the Federal Reserve cutting interest rates. Mixed fourth
quarter earnings reporis and investor nervousness ahead of the Federal Reserve rate meeting
provided for a choppy trading market for thrift issues in mid- and late-January 2007.Thrift stocks
posted gains in [ate-January and early-February 2007, as thrifi investors reacted favorably to the
Federal Reserve’s decision to hold rates steady at its late-January meeting. While the DJIA
moved to a new high in mid-February, thrift stocks traded in a narrow range heading into late-
February. The late-February sell-off triggered by the downturn in China’s stock market hit thrift
stocks as well. Selling pressure in thrift stocks increased during the first half of March, as
mortgage lenders in general were hurt by the deterioration in market conditions for subprime
mortgage lenders. In mid-March, the Mortgage Bankers Association reported that subprime
mortgage delinquencies rose to a four year high during the fourth quarter of 2006. Thrift stocks
participated in the broader stock market rally following the Federal Reserve’s decision to hold
rates steady at its March meeting, based on expectations that the economy would continue to
expand at a moderate pace. Thrift stocks .pulled back in late-March, as lenders were hurt by
news that sales of new homes fell for the second straight month in February and consumer

confidence dropped in March.

A favorable report on February pending existing home sales sparked gains in
thrift stocks at the start of the second quarter 2007. In contrast to the broader market, thrift
stocks trended lower in mid-April as a weak housing market and the overhang of problems in the
subprime lending market continued to weigh on the thrift sector. Some positive earnings reports

helped to boost thrift stocks heading into the second half of April, but the rally did not match
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gains posted in the broader market. A late-April report showing a decline in home sales in
March served to dampen enthusiasm for thrift stocks, while news of Bank of America’s $21
billion proposed acquisition of LaSalle Baﬁk Corp. had little impact on trading activity among
thrift and bank stocks. Thrift stocks headed higher along with the broader stock market in early-
May, but did not sustain the upward momentum into mid-May. A disappointing report on the
outlook for the housmg market weighed on the thrift sector in mid-May, with the National
Association of Home Builders report projecting that home sales and housing production would
not begin to improve until late in 2007. On'May 25, 2007, the SNL Index for all publicly-traded
thrifts closed at 1,725.1‘ an ncrease of 0.2% from one year ago and a decrease of 5.7% year-to-

date.

l B. The New Issue Market

[n addition to thrift stock market conditions in general, the new issue market for
converting thrifts is also an important consideration in determining the Company’s pro forma
market value. The new issue market is separate and distinct from the market for seasoned thrift
issues in that the pricing ratios for converting issues are computed on a pro forma basis,
specifically: (1) the numerator and denominator are both impacted by the conversion offering
amount, unlike existing stock issues in which price change affects only the numerator; and (2)
the pro forma pricing’ ratio incorporates assumptions regarding 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 thrift will typically result in a discount to tangible book
value whereas in the current 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.

The market for converting thrift issues has been relatively stable over the past
several quarters, with most converting issues having successful offerings and reflecting modest
price appreciation in initial trading activity. As shown in Table 4.2, two standard conversions,

oné'second-step conversion and three mutual holding company offerings were completed during



2002 '6Z Aew "R NURY [REUSWILCD B O) PRRSALD Asnosusynuns {g) “PIO Yeam 2UO UTY) t39q ¥ Subeyo ;3 eopd sa) (y)
; N [FTOURLL JRIOUN JO LORTSS duers & ws () “orE6 JOS JOo IXIEOpE MY IUNGITR ORN | U T80 (D)
“SISIT LOMIBALDD [ UO RIED FLLO) aud Auediuos Bupioy rmm (g} "SUOoRSULI] DHIA 205 BUpsio DHIN 10 lueaied & oy (Z)
‘UOID [Pau Jauus g (8) "PI0 UIUGW UG UYL £50F L i oL LR Juot 5] BULBLO 5 $oud 1Eepr {¢) ‘Ut pemnba g1 O-uoly ())
YICLSAISHISSD [MQRIRAY TN "#Igeiddy JON - L (PEDIIL 10N - LtN. UBLd SESUISNS UDILSALOD OU) PIP IRuRUY dixGI0E [IBIBURULS dH A9 peulousd jesiexddy -, (eioN
%09 SYLIS (%09 EYLLS W05 ZULeS [RCOL mUAtS | 00°0MS (W2Z O RNCEL %S0 [Riw 2087 %ow (%000 |wez [mamiwrr wie N YN (MTE %0 WGP LISHS %ILL RITO |MITE bl § |isuoikimaucd pry - sURTPeN
%zl BUTMS [%ROL LTS |ROE reZS |%E'S 8IS | 00ZTIS {NNT WZ'EL WSO [REWD XTI RIS (%ErD [WIT O [%ELL[%IY %rw ¥N WN (%65 %ELL WSS TCZES WEIZ RISC (WIEE 920 § [isuorsaucs iy - selimisay
%09 050LS [N03  OYOLS [%OS OS50S {%RC0E 00°CLE | 00ORE [RSE RFLE RTO [RLvE XSG %esi (%000 %19 [%s0|%rrY %It N TN [%HE'E %M %SF FL $ %L KBOF [%NIZR 26§ [:suoisisaucd Auwdiiod Burp)on [FNINK - SURIpeR
%z TLOLS |wbe OIS (%L rL0MS [%rE 08018 | 000ES [REL %FRL ORI WAL XTOLL %L [WO0D (WIS [RrII|%0S %es vN WNO|%ET %R0l %OF  #ICE $|%E WALO [%EVE 187 § {isuctsisausd) Aurdinod Buipioy ity - seluany
%E'L  GTES %05 0568 [%R0D  000LS [NEOL 000IS | 000LS (KLU0 NrCL %00 [WIVE XUSIZ %rSL %000 [%1G [wSOL ®rY %L | YN YN [%Se wis %y v2 tlwn %o |weze 28 ¢ BEOLO-ONIO R N "ou] "dioaueg Doumeq
%09 0Y0LS [%O9  030L§ %05 0F01S %00  00OLS [ 000IS [WS'L WFOL WIO {%O0F XUSY KOG [NOOD [%ROE [%BOL %rr %I® | YN VN [WFSI %0l %S Uy $ %S %00V [WeZTL T S| BAILOHONS LOwY ) oD "W yewD sebng
WOEZ  OCZTIS [WECZ  CEZIS [WZLE ZLLIS (WELN BLHIS | 00088 IWLT KEBL NGO |WHEZ YSLZ KL9P [NOOC (%90 [NESL WD KPTI|WOOCWE SO JREO NICL WOT  OZDOTL $%KZ %ZLE [%BLLL CEL'R § | DVOSYN-ISAL [OATY HO VoRRIOdID) IR S|
FUONALCS AURTE0D DUGHOH J#Ton
REY LEELS [WET SEEIE [%OT  OroZS [WEC  SLOIS | 000ZS [WAY  KZUT REL [NOWY YOET NZZYMROYT [%I0 [%0OL[%OF %09 | YN VN RET %i0L %25 oerrt §[%RZE %IZ0 |[%0STL %8¥OLS | 2 deg p % - Sump
RI'O- L6BLS [UET  SEBLE [%OZ  OrOIS [RET  SL0IS | 000ZS [NEF RTLL NGL [ROVY XOST WITPH[UOFT [RI0  [ROOL{NOP KOS | VN VN [RITT RIOL %S SEerT §[WEZE %NLZO [%O9TL 969°0LE [iEuciSieAun) deig PUOISS - salinitay
%I E6S [WED CSEEIs (%07 ovoss |wet 50025 |oonzs {%er WZIE WSl [MORr Tubd RZZVL[NOFE (W20 [w00L %0P %09 MOVINOZ SO [KSC Wi0L %S SWRVE 5 (W2ZEWITO U[MO9II YTGLE | OVOSYNUOSd (VEME  .1D'O] TURMATNS S3¥H M0< g
FUSHRAIOS GG pUDIeS
%6 OIS [REF STOLS [NLZY LTS NELE KL | 00'RRS [REL WPEL WD NIME FFS0L KIIE [NO0D |RET |RO0LNOP %ROW | YN WN [ROS RZEE W00 6 $ (%602 WNPOO [%IZ SYP  § [SUCIUBALGD RIBPUNS - SURIPEN
*EE  EEDLS [RE'W EFOLS [WLEE 218 %I RIS | 00°0LS (RIE WKBL BP0 (RIS YOS0L NLOF %000 |%GT  [%N0DM%OP %OE | WM CWN [WES WEITL %001 £68 S {%80L %POO {WI'Z EPP  § [sucitisaueD pIRpURIS - SeliRisAy
%l'g 15018 |%OE  0EO0LS |%Lr  srOMS |%IS 257018 | 00OLE [%FO WZZE WD lwg el XPZE WISR (W00 [MET [NODL WO WOE [MITHOS SID [WI'S WIEL WOOL BB SN %000 w899 21§ [OYOSYN-GSWD Lo AN T dRrED SIS
WEPE SPLLS [WAYL BRMS [WO0Z  B0ZIS (%@L GLHIS | 000018 [WOD WSIZ WLO [W2@ XDEZ WEOR [ROOD [RIT [WOCL %NOF WOP KO LWWS SO (MO WZTL WO0L  [GS1 $ [%E0L %00 [%weaf iz ¢ | DVOSYN-YSS3I L0y Jvd "aup ‘dioaueg vgS3
_ FUOjEIaAUGD PIRPUEIS
% {s} ") [63] () [0] (] is) 3! W S| %) W (D W %) [ RO {nwg) [ (£ Trins)
SBERNS  I0/52rs [ebuRqd [STUWNON [PE0RGS (MWesAi BoURGS AEQ | @g (J0F VAL YoM (Wd I9 ATd | BEK | ¥E6 FiEd 303 | WG Unoz |WId TR MREG S A L el L] L
% LETY % =4 % LF] % Supw) | odi | wed L] LIk} busoma e it | nis Boowy °% rdx3 % % g $OY fPvdN | MAunb3 "o
lauy auy LIF] 1EL UERLI
‘9augd Buise)y “AMIPYD) [REIURUILY TDsonwy buntg Up4 o6 JO % [puncd skeuegD) ARng ety “OJUE (R
tpuadt Buryd Odl'itog 120 MUK Did $RERULIN IOBIEU) o Lonagquiung vonsuuciul dusyo wia() UOMIBAUG)Wid UORELLLIOL] FrUCHRIRSU

(sypuopy a1y ] Jseq) pnjduwo)) SudIsIANO]) JUIIIY
SPUIL] JINIBN-IIJ Y PUE SHISIIAIRIEY) SubdLIg

iﬂ.—.

. 07 orounug N




RP®F inancial, LC.
Page 4.17

the past three months. The standard conversion offerings are considered to be more relevant for
purposes of our analysis. Both of the standard conversion offerings were closed at the top of
their super ranges. The average closing pro forma price/tangible book ratio of the two recent
standard conversion cfferings equaled 86.1%. On average, the two standard conversion
offerings reflected price appreciation of 12.7% and 8.9% after the first week and first month of
trading, respectively. As of May 25, 2007, the two recent standard conversion offerings reftected

average price appreciation of 9.8%

Shown in Table 4.3 are the current pricing ratios for the three companies that have
compieted fully-converted offerings during the past three months and are traded on NASDAQ or
an Exchange. One of the offerings was a second-step conversions (People’s United Financial of
CT), thereby placing an upward bias on the P/TB ratio compared to the standard conversion
offering P/TB ratios. The current average P/TB ratio of the publiclf—traded recent conversions
equaled 110.40%.

C. The Acquisition Market

Also considered in the valuation was the potential impact on Beacon Federal
Bancorp’s stock price of recently completed and pending acquisitions of other savings
institutions operating in New York., As shown in Exhibit IV-4, there were ten New York thrift
acquisitions completed between the beginning of 2004 through year-to-date 2007 and there is
one currently acquisition pending of a New York savings institutions (merger data excludes
mutual mergers). The recent acquisition activity involving New York savings institutions may
imply a certain degree of acquisition specﬁlation for the Company’s stock. To the extent that
acquisition speculation may impact the Company’s offering, we have largely taken this into
account in selecting companies for the Peer Group which operate in markets that have
expertenced a comparable level of acquisition activity as the Company’s market and, thus, are
subject to the same type of acquisition speculation that may influence Beacon Federal Bancorp’s
stock. However, since converting thrifts are subject to a three-year regulatory moratorium from
being acquired, acquisition speculation in Beacon Federal Bancorp’s stock would tend to be less

compared to the stocks-of the Peer Group companies.
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In determining our valuation adjustment for marketing of the issue, we considered
trends in both the overall thrift market, the new issue market including the new issue market for
second-step conversions and the acquisition market. 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

Beacon Federal’s management team appears to have experience and expertise in all of the
key areas of the Association’s operations. Exhibit IV-5 provides summary resumes of Beacon
Federal’s Board of Directors and senior management. The financial characteristics of the
Association suggest that the Board and senior management have been effective in implementing
an operaling strategy that can be well managed by the Association’s present organizational
structure. The Association currently does not have any senior management positions that are

vacant.

Similarly, the returns, capital positions and c.)the.r operating measures of the Peer Group
companies are indicative of well-managed financial institutions, which have Boards and
management teams that have been effective in implementing competit.ive 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 Regulatory Reform

As a ﬁ1l]y-c<5nverted OTS-regulated institution, Beacon Federal 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 [V-6
reflects the Association’s pro forma regulatory capital ratios. On balance, no adjustment has

been applied for the effect of government regulation and regulatory reform.
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Summary of Adjustments

Overall, based on the factors discussed above, we concluded that the Association’s pro
forma market value should reflect the following valuation adjustments relative to the Peer

Group:

Table 4.4
Valuation Adjustments
Beacon Federal Bancorp and the Peer Group Companies

Key Valuation Parameters: Valuation Adjustment
Financial Condition No Adjustment
Profitability, Growth and Viability of Earnings Significant Downward
Asset Growth _ No Adjusiment
Primary Market Area Moderate Downward
Dividends No Adjustment
Liquidity of the Shares No Adjustment
Marketing of the Issue No Adjustment
Management No Adjustment

Effect of Government Regulations and Regulatory Reform  No Adjustment

Valuation Approaches

In applying the accepted valuation methodology promulgated by the OTS, i.e., the pro
forma market value approach, we considered the three key pricing ratios in valuing Beacon
Federal’s to-be-issued stock -- price/earnings (“P/E™), price/book (“P/B”), and price/assets
(“P/A”) approaches -- all performed on a pro forma basis including the effects of the stock
proceeds. In computiﬁg the pro forma impact of the conversion and the related pricing ratios, we
have incorporated the valuation parameters disclosed in Beacon Federal’s prospectus for offering
expenses, reinvestment rate, effective tax rate and stock benefit plan assumptions (_summarized in

Exhibits IV-7 and 1V-8).

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

» P/E Approach. The P/E approach is generally the best indicator of long-
term value for a stock. Given the similarities between the Association’s
and the Peer Group’s operating strategies, earnings composition and
overall financial conditton, the P/E approach was carefully considered in
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. this valuation. At the same time, since reported earnings for both the
Asscciation and the Peer Group included certain non-recurring items, we
also made adjustments to earmnings to arrive at core earnings estimates for
the Association and the Peer Group and resulting price/core earnings
ratios,

s P/B Approach. P/B ratios have generally served as a useful benchmark in
the valuation of thrift stocks, particularly in the context cof a public
offering, as the earnings approach involves assumptions regarding the use
of proceeds. RP Financial considered the P/B approach to be a useful
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.

e 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 - we have also given less weight
to the assets approach. 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

. forrma 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.

The Association will adopt Statement of Position (“SOP”) 93-6, which will cause
earnings per share computations to be based on shares issued and outstanding excluding
unreleased ESOP shares. For purposes 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 sir:ce 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 the three valuation approaches, taking into consideration the
valuation adjustments discussed above and the dilutive impact of the stock contribution to the
Foundation, RP Finangial concluded that, as of May 25, 2007, the pro forma market value of
Beacon Federal’s c-onv;rsion stock was $90,000,000 at the midpoint, equal to 9,000,000 shares at
$10.00 per share.




RP® Financial, LC.
Page 4.22

1. Price-te-Earnings (“P/E”). The application of the P/E valuation method requires

calculating the Association’s pro forma market value by applying a valuation P/E multiple to the
pro forma earnings base. In applying this technique, we considered both reported eamings and a
recurring earnings base, that is, eamings adjusted to exclude any one-time non-operating items,
plus the estimated afier-tax earnings benefit of the reinvestment of .the net proceeds. The
Association’s reporteci I'earnings equaled $1,804,000 for the 12 months ended March 31, 2007. In
deriving Beacon Fed@ral’s estimated core earnings for purposes of the valuétion, the only
adjustments made to I:eported earnings was to eliminate income from‘ the sale of investments
during the 12 month period ended March 31, 2007 ($124,000 pre-tax), and gains on the sale of
loans ($4,000 pre-tax). As shown below, on a tax-effected basis, assuming an effective marginal
tax rate of 39%, the Association’s core earnings were determined to equal $1,731,000 for the 12
months ended March 31, 2007. (Note: see Exhibit [V-9 for the adjustments applied to the Peer

Group’s earnings in the calculation of core earnings).

Table 4.5
Beacon Federal
Derivation of Core Earnings — 12 Months Ended March 31, 2007

Amount
_, ($000)
Net income - $1,804
Less: Net Gains on sale of Investments/Loans (1) (73
Core earnings estimate _ : $1,731

(1) Tax effected at 39%.

Based on Beacon Federal’s reported and estimated core eamnings and incorporating
the impact of the pro forma assumptions discussed previously, the Association’s pro forma
reported and core P/E_ multiples at the $90.0 million midpoint value equaled 3_1 92 times and
32.77 times, respectively, which provided for premiums of 46.4% and 59.9% rela-tive 1o the Peer
Group’s average reported and core P/E multiples of 21.80 times and 20.50 times, respectively
(see Table 4.6). At the top of the superrange, the Association’s reported and ceore P/E multiples
equaled 37.65 times and 38.54 times, respectively. In comparison to the Peer Group’s average
reported and core P/E multiples, the Association’s P/E multiples at the top of the superrange

reflected premiums of 72.7% and 88.0% on a reported and core earnings basis, respectively.
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2. Price-to-Book (“P/B”). The application of the P/B valuation method requires

calculating the Association’s pro forma market value by applying a valuation P/B ratio, as
derived from the Peer Group’s P/B ratio to Beacon Federal’s pro forma book value. Based on
the $90.0 million midpoint valuation, Beacon Federal’s pro forma P/B and P/TB ratios both
equaled 73.92%. In comparison to the average P/B and P/TB ratios for the Peer Group of
128.97% and 137.27%, the Association’s ratios reflected a discount of 42.7% on a P/B basis and
a discount of 46.2% on a P/TB basis. At the top of the superrange, the Association’s P/B and
P/TB ratios both equaled 80.92%. In comparison to the Peer Group’s average P/B and P/TB
ratios, the Association’s P/B and P/TB ratios at the top of the superrange reflected discounts of
37.3% and 41.1%, respectively. RP Financial considered the discounts under the P/B approach
to be reasonable, in light of the previously referenced valuation adjustments, the nature of the
calculation of the P/B ratio which mathematically results in a ratio discounted to book value and

the resulting premium pricing ratios indicated under the earnings approach.

3. Price-tQ;Assets (“P/A’™). The P/A valuation methodology determines market

value by applying a valuation P/A ratio to the Association’s pro forma asset base, conservatively
assuming no deposit withdrawals are made to fund stock purchases. In all likelihood there will
be deposit withdrawals, which results in understating the pro forma P/A ratio which is computed
herein. At the midpoint of the valuation range, Beacon Federal’s value equaled 12.39% of pro
forma assets. Comparatively, the Peer Group companies exhibited an average P/A ratio of
13.72%, which implies a discount of 9.7% has been applied 1o the Association’s pro forma P/A

ratio,

Comparison to Recent Conversions

As indicated at the beginning of this chapter, RP Financial’s analysts of recent conversion
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 approach in this analysis, since

the P/E multiples do not reflect the actual impact of reinvestment and the source of the stock
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proceeds (i.e., external funds vs. deposit withdrawals). As discussed previously, two standard
conversion offerings have been compieted within the past three months. In comparison to the
average closing pro forma price/tangible book ratio of 86.1% for the two recent standard
conversion offerings, the Company’s P/TB ratio of 73.9% at the midpoint value reflects an
implied discount of 14.2%. At the top of the super range, the Company’s P/TB ratio of 80.92%
reflected an implied discount of 6.0% relative to the average closing.PfTB ratio for the two
recent standard conversion offerings. The average current P/TB ratio fcn: the two recent standard
conversion offered, based on its closings stock price as of May 235, 2007, equalted 94.6%. In
comparison to average current P/TB ratio for the recent standard conversions, ihe Company’s

P/TB ratio at the midp¢int value reflects an implied discount of 21.9%.

Valuation Conclusicn

It 15 our opinion that, as of May 25, 2007, the estimated aggregate pro forma market
value of the shares 1o be issued immediately following the conversion was $90,000,000 at the
midpoint, equal to 9,000,000 shares at a per share value of $10.00. The pro forma valuation
calculations relative to the Peer Group are shown in Table 4.6 and are detailed in Exhibit IV-7
and Exhibit [V-8. |

Based on the foregoing valuation, the corresponding range of shares and values are as
follows:

Total Market
Shares Value
Shares _
Super maximum 11,902,500 $119,025,000
Maximum 10,350,000 103,500,000
Midpoint 9,000,000 90,000,000

Minimum 7,650,000 76,500,000
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EXHIBIT I-2
Beacon Federal
Audited Financial Statements

[Incorporated by Reference]




EXHIBIT I-3
Beacon Federal

. Key Operating Ratios
At or For the Three
Months Ended
March, At or For the Years Ended December 31,
2007 2006 2006 2005 2004 1003 2002

Selected Financial Ratios and Other Data:

Performance Ratios:

Retum on assets (ratio of net income o average total assets) ., 0.29% 0.72% . 0.41% 0.95% - 1.03% 1.42% 0.91%
Retum on equity (ratio of net mcomc 0 averagc cquny) LS, 31.98% 9.06% 5.26% 11.44% 11.59% 14.02% 8.69%
Average interestrate spread P L 1.90% 2.64% 2.35% 305% 352% 4.20% 4.67%
Net interest margin * _ 2,14% 2.84% 2.56% 3.22%. 3.65% 4.34% 4.86%
Efficiency ratio ™............ 17.21% 61.31% 70.17% 53.40% - 53.98% 54.05% 60.16%
Non-interest expcnsc :o avcragc towl asscts o 2.00% 2.05% 2.13% 2.04% 2.37T% 315% 343%
Average interest-eaming essets o average

interest-bearing liabilities.................. . 106.24% 106.97% 106.78% 107.56% 107.69% 108.19% 107.84%
Average equity to average total 85515 ..., 7.17% 7.98% 1.97% 8.28% 8.89% 10.16% 10.48%
Asset Quality Ratios: :
Non-performing assets 10 1otal ASSEIS .........ocoovvovcercrereeeceeirenes 0.19% 0.03% 0.16% 0.18% 0.01% 0.27% 0.12%
Non-performing loans to total loans ... 0.07% ~% —% 0.16% 0.02% 0.32% 0.11%
Allowance for loan losses to non-performing toans NM —% NM NM NM NM NM
Allowance for loan losses 1o total 10ANS.......cvcveccevieniee i 0.95% 0.98% 0.96% 0.98% 0.92% 0.86% 0.99%

apital Ratios

tal capital (1o risk-weighted assets) 11.26% 13.18% 11.74% 13.19% 14.64% 16.23% 15.31%

er 1 capital (to risk-weighted assets).. 10,06% * 1.90% 10.51% 11.94% 13.41% 15.12% 14.17%
Tier [ capital (10 aVETAEE ASSEIS) ......ooocivvioer e eeeescreceseersnanne 6.89% 1.7%% 7.26% 8.14% 850% 9.53% 10.52%
Other Data:
Number of full service offices.........ccccrvviriiecrcvrirerienceiosnan. 7 7 7 7 7 8 7
Full time equivalent employees 112 114 112 11 103 107 98

{1} Ratios for the three months ended March 31, 2007 and 2006 are annualized.

(2) The average interest rate spread represents the difference between the weighted-average vield on interest-eaming assets and
the weighted- average cost of interest-bearing ligbilities for the period.

(3) The net interest margin represents net interest income as a percent of average interest-earning assets for the period.

{4} The efficiency ratio represents non-interest expense divided by the sum of net interest income and non-interest income,
excluding gains on securities.
NM —Not meaningful.

-Source: Beacon Federal’s Preliminary Prospectus.




EXHIBIT I-4

. Beacon Federal
Investment Portfolio Composition

At December 31,
At March 31, 2007 2006 2005 2004
Amortized Amortized Amortized Amortized
Cost Fair Value Cost Fair Value Cost Fair Value Cost Fair Value
(In thousands)
Securities held to maturity:
Agency obligations ... b 1,829 § 1,817 § 1,829 § 1,809 § 1833 % 1816  § 300 § 300
Mortgage-backed securities:
Freddie Mac ........coooviencvicniiiinnns 3,494 3,392 3,689 3,558 4,665 4485 6,759 6,626
Ginnic Mae T4 4 4 4 5 : 5 [ 6
Fannie Mae 6,262 6,093 6,425 6,236 7,527 7,288 7.454 7,330
Collateralized mongage cbligations .. 25214 24.823 23.759 25,267 29,304 28737 22,852 22 660

Total securities held to maturity ..... $ 34803 3 36129

$_ 37706 § 36814 § 4334 § o3

Amortized
. Cost Fair Value

Securitics available for sale:
Morigage-backed securities:
Fannie Mae................ 5 3 5 3

At December 31,
Al March 31, 2007 2006 2005-. 2004

Amortized : Amortized Amortized

Cost Fair Value Cast Fair Value Cost Fair Value
{In thousands)

b 3 03 3 3 4 5 4 S 6 § 6

8.864 8,849 — — —
i 8867 § 882 & i 8 i 3 § 1 3

Coliateralized mongageobhganons " 8,865 £.882
Total sccuritics evailable for sale.... §___B868 §__ 8885

Source: Beacon Federal’s Preliminary Prospectus.




Interest-earning assets:

Loans. ......c.cococirmmiireenrcc e

SECUNLIES ..ot

Federal Home Loan Bank of New
York S10cK......coivoveir e

Interest-carning deposits. ................
Total interest-camning ass=ts.......

Non-interest-caming assets .. .
Total as5€15 ...oooeiiviniiiniciiene

Interest-bearing liabilities:
NOW and money market
ACCOUNES........oinir e
Savings.......ccvceeneen.
Certificales of deposit....
Total deposits
Reverse repurchase agreements......
FHLB advances........cccccomeevneenee
Total interest-bearing
liabilities .....coocerrevmeiirciis
Non-interest-bearing liabilities .......
Total liabilities,.......cconovremnnnnee.

Equity oo,
Total liabilities and equity .........

Net interest income.,.....c..coeeveicrnnnes
Net interest rate spread @ ...
Net interest-eaming assets ...
Net interest margin * ....................
Average interest-eaming assets to
interest-bearing liabilities...........

EXHIBIT I-5
Beacon Federal
Yields and Costs

For the Three Months Ended March 31,

At
tarch 31, 2007 2006
2007 Average Average
————  Qutstanding Yield/ Outstanding Yield/
Yicld/ Rate Balance Interest Rate® Balanee " Interest Rate™
{Dollars in thousands)
6.34% b 550,483 $ 8432 6.13% § 459,649 $ 6558 5%
5.10 45,733 532 4.65 42,362 484 4.57
7.50 4,064 26 2.56 3,575 36 4.03
499 11,251 107 3.30 12,187 137 4.50
6.20 611,531 9,097 595 517,773 7.215 5.57
10,354 . 9.532
363 5 144,851 1,317 364 H 95,740 463 193
0.88 66,406 142 .85 72,147 91 0.50
496 279203 3367 4.82 232279 2,170 374
4.01 490,460 4,826 3.94 400,116 2,724 272
3.86 15,227 146 3.84 21,714 202 372
493 £9.938 854 4.88 62,191 619 398
4.11 575,625 5,826 4.05 484,021 3,545 293
1,688 1,180
577313 485,201
44,572 42104
621885 1527305
§ 3271 $_3670
2.09% 1.90% 2.64%
35906
2.14% 2.84%
106.24% 106.97%




EXHIBIT I-5
Beacon Federal

. Yields and Costs

For the Years Ended December 31,

2006 2005 ' 2004
Average Average Average
Outstanding Yield/ Outstanding Yield/ Outstanding Yield/
Balance Interest Rate Balance Interest Rate Balance Interest Rate

(Dollars in thousands}

lmcrcst-carning assels: ' .
Loans ., e, 9 496,304 3 29370 592% § 407,778 $ 23,085 566% $ 333313 8 19206 5.76%

Sccurmes . 46,037 2,i99 478 45,527 2,066 4.54 35614 1,223 343
Federal HOmc Loa.n Bank of‘

New York stock ..o, 3,942 238 6.04 3.406 122 3.58 2,927 43 1.47
Tnterest-caming deposits ............ 10415 540 518 11,56} 346 299 14,351 229 1.60

Total interest-carning assets... 556,698 32347 5.81 468,272 25,629 5.47 386,205 20,701 5.36
Hon-interest-zaming assets ........ 9.748 3534 9,730

Total a55€1S ....ovvvvicncerirecien § 566,446 5 476806 S 395935

Interest-bearing liabilities:
NOW and money market

BCCOUNLS....covmviieee vt $ 108,508 2,948 272§ 113,04} 1,926 170§ 108,128 1,430 1.32
Savings.... 71,288 445 0.62 17,160 3719 0.49 80,264 388 048
(.ertlﬁcatcs ofdcposnl ................ 255,509 11.031 432 172,602 5,731 332 112,400 2.868 255

Total deposits.... RTRU, 435,305 14,424 k)| 362,803 8,036 2.21 300,794 4,686 1.56
Reverse repurchasc agrccmem.s ) 19,33) 754 3.90 19,645 690 3.51 8,563 291 3.40

S1B advances..............oeen 66,701 2,897 4.34 52.929 1816 3.43 49258 1.616 328
tal interest-bearing
Habilties ..o 521,337 18,075 3.46 435,377 10,542 242 358,615 6,593 1.84
Non-interest-bearing liabilities... 1110 1,962 2,120
Total liabilities............. TP 522,447 437,339 360,735
Equity.... . 43,999 39,467 ‘ 35,200
Total liabilities and cqu|ty ..... S 566,466 3 __ 476806 $ 395935
Net interest income ., $ 14272 $. 15087
et interest rate sprem:‘. @ 235% 3.05% 31.52%
Net interest-caming assets @ § 35361 5 32895 i 2759
Met interest margin . 2.56% 3122% 3.65%
Average of interest-earning
. assets to interest-bearing . )
-liabilities ................oeveveevnnne, 136.78% 107.56% 107.69%
(1 Yields and rates for the three months ended March 31, 2007 and 2006 are annualized.
) Net interest rate spread represents the difference between the weighted average yield on interest-earning assets and
the weighted average cost of interest-bearing liabilities.
3 Net interest-earning assets represents total interest-eamning assets less total interest-bearing liabilities.
4) Net interest margin represents net interest income divided by average total interest-carning assets,

Source: Beacon Federal’s Preliminary Prospectus.




EXHIBIT I-6

Beacon Federal
. Loan Loss Allowance Activity

At or For the

Three Months Ended :
March 31, At or For the Years Ended December 3,
107 2006 2006 2005 2004 2003 2002
(Dollars in thousands)
Balance at beginning of period............... $ 5192 $ 4437 $ 4437 s 3,454 $ . 2458 § 2388 by 1,929
Charge-offs:
Real estate loans:

One- to Four- Family Residential....... C(15) — —_ - — — 87

Multifamily ... . — —_ (32) — — . - —
Commercial business loans... — — (560) — (164) %) {124)
Consumer loans .........ccoc..m.. (84) (128) (409) (590) (834) (1,608) (2,186)
Home equity ....o.o.coooe e e (In — ) _(96) (90) 23} uan

Total charge-offs...ccc....oeovvceeeriennne ___(176) (128) (1.003) {686) (1.088) (1,635) (2,408)
Recoveries:
Real estate loans:

Multifamily .............c........ 32 — — — — — —
Commercial business loans... 4 — 355 393 77 8 25
Consumer loans ...........cocooeiiceveene 65 78 331 51 539 645 701
Home equity 1 : 2 6 - 28 8 10

Total recOVETIes ....oocvrvvireee it s 102 80 692 444 644 661 738
.‘ct (charge-offs) recoveries ...........c......... (% {48) 3113 {242} {444) (574) (1,672}
rovision for loan losses.............c.ooccuenee. . 193 182 1066 1,225 1,440 1.044 2,131
Balance atend of period ..o 8 5311 P 4571 3 __ 5192 5. 443 33454 52458 2338
Ratios:
Net charge-offs to average loans .
outstanding (annualized) ..........cccccconnrn, T 001% 0.01% 0.06% 0.06% 0.13% 0.38% 0.73%
Allowance for loan losses to nan-
performing loans at end of period........., NM NM NM NM NM NM NM
Allowance for loan losses to total loans .
atend ofperiod ..o 0.95% 0.98% 0.96% 0.98% 0.92% 0.86% 0.99%

NM Not meaningful

Source: Beacon Federal’s Preliminary Prospectus.




EXHIBIT I-7
Beacon Federal
Interest Rate Risk Analysis

i NPV as a Percentage of Present
) Value of Assets (3)
: : Estimalted Increase (Decrease) in j
Change in Interest s * NPV . Increase
Rates (basis Estimated NPV ~ (Decrease)
points) (1) NPV (2) Amount Percent Ratio (4) {basis points)
(Dollars in thousands)
+300 $ 26632 5 (27.568) (51)% 428% (396}
+200 35,185 (19013 (3% 5.55 (269
+100 44,642 (%,358) (18} 6.91 {133)
—_ 54,200 — — 824 —
-100 61,588 7,388 14 922 o8
=200 5 67,352 b 13,152 24% 9.95% I71

(h
2y
(3)
1G]

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 represents the discounted present value of incoming cash flows on interest- cammg assets.
NPV Ratio represents NPV divided by the present value of assets.

Source: Beacon Federal's Preliminary Prospectus.




EXHIBIT 1-8
Beacon Federal

Fixed Rate and Adjustable Rate Loans

Due After December 31, 2007

Fixed Rate Adjustable Rate Total

(In thousands}
Real estate loans:

One- to Four- Family: Residential ...  § 82,969 $ 36,903 $ 119,872
Multifamily..... PSR 7,692 6,495 14,187

Commercial.... 16,745 44,284 61,029
Construction ............ — 660 660
Commercial business 10ans.................. 21,942 5,541 27,483
Home equity ... PR 176,927 16,862 193,789
CONSHIMICT. oot erer s 89.521 128 89,649
Total loans.........cccccooevicnnns 5 395796 5§ 110873 §_ 506,669

Source: Beacon Federal’s Preliminary Prospectus.




EXHIBIT I-9
Beacon Federal
Loan Portfolio Composition

At March 31,

2007
Amount Percent
Real estate loans:
One- to Four- Family Residential ...  § 130,596 23.3%
Multifamily ..........ocoovveeee 18,561 33
Commercial ..o, 59,059 10.5
Construction .............. 5,674 .10
Commercial business loans 59,720 07
Home equity.................... 193,444 346
Consumer loans.. . " 93,148 166
Total loans...........ccoceveccreeer. 8 560,202 _100.0%
Other items:
Deferred loan fees, net..................... 2,320
Allowance for loan losses............... (5,311)
Total loans, net .o, § 557241
At December 31,
2006 2005 2004 2003 2002
. Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent
(Dollars in thousands)
$ 120615 223% % s 182%  § 8166% 218% 0§ 3420 19.0% § 47203 19.5%
14,187 26 12,132 2.7 — — — — —_ —
61,526 11.4 44 897 10.0 — — 79 — 250 0.1
5286 1.0 4,474 1.0 3,638 1.0 100 — 344 0.1
51,017 ‘95 32312 -7 20,344 54 8,508 30 6,833 28
194,088 359 189,846 420 185,962 49.7 137,089 479 64,74 26.8
93312 173 86017 190 82605 221 86,157 301 122 047 50.6
$ 540,031 _1000% $ 451669 _1000% § 13174210 _1008% § 286204 _1006% %3 241,478 _100.0%
2258 1,916 1,729 958 250
_ —(5192) ——.(4.437) __{3.434) _ (2,458} . (2.38%)
3 _537.007 3 449148 3 372,485 3 _284.704 5239340

Source: Beacon Federal’s Preliminary Prospectus.



Commercial Mortgage Loans

EXHIBIT I-10
Beacon Federal

Contractual Maturity By Loan Type

Residential Mortgage Loans Construction Loans

Multifamily Loans

Weighted Weighted Weighted Weighted
Amount Average Rate Amount Average Rate Amount Average Rate Amount Average Rate
{Dollars in thousands) ‘
Due During the Years
Ending December 31,
P11 SOV 497 7.84% 3 743 6.46% § 4,626 7.66% $ —_ —%
2008 ... 754 7.32 693 6.69 562 8.50 3,673 549
2009 e, 1,524 507 277 6.29 — — — —
2000102010 .o, 722 6.48 1,437 592 98 8.49 403 6.50
201210 2016 ., 17,603 7.01 4,249 6.13 — — 2,230 7.75
2017 10 2021 ... . 9117 6.39 18,108 550 — — 1,503 6.83
2022 and beyond ... 31,309 6.4} 55,108 5.69 — — 5976 647
Total.............. 3_61526 5.57% £ 120,615 5.69% $ 5286 1.76% 3 14,187 6.46%
Commercial Business Loans Consumer Home Equity Total
Weighted Weighted Weighted Weighted
Amount Average Rate Amount Average Rate Amount Average Rate Amount Average Rate
(Doltars in thousands)
Due During the Years
Ending December 31 )
2007 i $ 23534 7.90% 5 3,663 9.28% 5 299 7.55% $ 33,362 7.96%
2008 ... 1,264 6.41 7,317 671 . 841 6,01 . 15,136 6.45
2009 ... 2,193 6.97 14,815 595 1,003 6.57 19,812 6.03
201010 2011 ... 7413 7.01 43,203 6.26 8414 5.78 61,650 6.29
2012102016 ..... 15915 6.84 19,769 1.72 69,646 6.16 129,412 6.62
2087102021 ... 500 7.5] 4,003 7.54 65,711 5.87 99,342 595
2022 and beyond ............. 168 6.52 542 647 48.174 6.18 181,277 597
Total........ §_51017 7.35% g 93312 6.72 £194.088 6.06% £ 940031 6.30%

Source: Beacon Federal’s Preliminary Prospectus.



EXHIBIT I-11
Beacon Federal
Non-Performing Assets

At March 31, At December 31,

2007 2006 2008 2004 2003 2002

(Dollars in thousands)

Non-accrual Joans:
Real estate loans:;

One- to Four- Family Residentiat.... § - 5 — b 23 s — s 26 5 26
Commercial business loans..................... - — 652 —_ — —
Consumer 10ans ...........ocoeovvirecrniens — — 17 8 3 82
Home equity ..........ovevvvviirnnns “ — — — — 19 31

Total non-accrual loans.................... — — 692 8 53 139
Loans greater than 90 days delinquent_
and still accrving:
Real estate loans:

One- to Four- Family Residential ..... - 4 - - 78 18
Commercial business loans..................... — - — — 650 —
Consumer [0ans ........ocooceereeverecrrcurrennens : — — — 38 40 157
Home equity ..o — = 44 Il 109 —

Total loans greater than 90 days
delingquent and still accruing .......... — 4 44 49 877 175
Impaired commercial business loans.......... 385 — - — — —

Total non-performing loans ........ 385 ‘ 4 736 §1 - 930 314
Foreclosed and repossessed assets:

Real estate:

Commereial ..........coocoviiionesieeennn. 700 869 - — - -

One- to Four- Family Residential ..... 102 25 — —_ . — -
Repossessed BSSelS. ... 42 58 174 — — —

Total foreclosed and repossessed
ASSELS oot s 844 ) 952 174 — - —

Total non-performing assets.............. 5 1,229 by 956 3 210 5 57 3 930 3 314
Ratios:

Non-performing loans to total loans ... 0.07% —% 0.16% 0.02% 0.32% 0.13%
Non-performing assets o total assets. 0.19% . 0.16% 0.18% 0.01% 027% 0.12%

Source: Beacon Federal’s Preliminary Prospectus.




Non-interest bearing checking ...
Interest bearing checking
SAVINES ..o
Certificate of deposit ..

Total deposils..............lcoccce...

EXHIBIT I-12
Beacon Federal

Deposit Composition

Non-interest bearing checking ...
Interest bearing checking
Money ma.r-i-:cl..... -
Cenrtificate of deposit

Source: Beacon Federal’s Preliminary Prospectus.

At March 31, 2007 At December 31, 2006
Weighted Weighted
Average Average
Balance Percent Rate Balance Percent - Rate
{Dollars in thousands)
$. 4513 09%. —% $ 3,638 0.8% —%
53,350 10.3 2.51 55,951 119 2.7
68,126 13.1 0.88 67,160 14.3 0.7t
103,894 20.0 437 73,792 15.6 4.17
289,684 §5.7 496 270,596 57.4 481
s_‘;;g,;g; 100.0% 401% $.4721137 100.0% 3.85%
At December 31,
2005 2004 .
Weighted Weighted
. Average Average
Balance Percent Rate Balance Percent Rate
) {Dollars in thhusands)
5 2606 0.7% —% 5 4537 4% —%
25,065 6.4 0.21 30,086 9.1 Q.41
-73,698 18.9 0.52 78,429 23.7 - 0.46
68,763 17.6 2.59 93,950 28.4 2.08
| 220,369 56.4 in 123856 374 270
5 390501 __100.0% 267% $. 3131064 _1000% 1.73%



EXHIBIT I-13
Beacon Federal

. CDs by Rate and Maturity
. Amount Due
One Year or
* Less 1-2 Years 2-3 Years - 34 Years 4-5 Yesrs Total
(In thousands)
Interest Rate - -
Less than 2.00°% ... § 223 % — 3 — — 5 — 3 223
2.00%-2.99%....... 127 64 — — — 191
3.00%-3.99%....... 22,359 4,508 1,287 — — 28,154
4.00% - 4.99%....... 31,309 15,333 2,082 1,918 350 50,992
5.00%-599%....... 179.632 30318 75 9% — 210,124
Total ...ccovveccnne.. 5233650 3 . 50223 % J44 2017 % 330 5289684
. Source: Beacon Federal’s Preliminary Prospectus.




EXHIBIT I-14
Beacon Federal
Borrowings Activity

At or For the Three Months

FHLB Advances of New York: Ended March 31, At or For the Years Ended December 31,
2007 2006 2006 2005 2004
(Dollars in thousands)
Balance at end of period ... it s 67,600 3 64,000 5 73,900 s 59,000 $ 56,000
Average balance during period . § 69,938 s 62,191 s 66,701 b 52,929 b 49,258
Maximum outstanding at any monthend ... ¥ 70,650 $ 65,315 s 88,550 b 59,000 b3 59,350
Weighted average interest rate at end of period ... 4.93% 3.97% 497% 387% 3.20%
Average interest rate during period (1) ..ocoeeve. 4.88% 1.98% 4.34% 3.43% 3.28%
(1) The weighted-average rate paid is based on the weighted-average balances determined on a monthly basis,
Securities Sotd Under Agreement to At or For the Three Months
Reccpuur;c::sc? nier e : Ended March 31, At or For the Years Ended December 31,
2007 2006 2606 2005 2004
(Dollars in thousands})
Balance at end of period ... [SSUOTRTSURRUTUT 15,227 s 21,714 by 15,227 $ - 21,74 s 14,227
Average balance during pcnod e 3 15227 b 21,714 5 19,331 s 19,645 $ 8,563
Maximum cutstanding a1 any month cnd ............. 5 15,227 5 21,714 b3 21,714 3 21,821 s 15,729
Weighted average interest rate at end of period .. 386% 3.72% 3.86% 372% 3.38%

Average interest rate during period (1) e 3.84% 3% 3.90% . 351% 3.40%

(1) The weightcd-average rate paid is hased on the weighted-average balances determined on a monthly basis.

Source: Beacon Federal’s Preliminary Prospectus.



Location
Corporate Offices

Full Service Branches

Chelmsford
Marcy
Rome
Syracusé
Smartt
Smyrna

Tyler

EXHIBIT II-1
Beacon Federal
Description of Office Facilities

Address

5000 Brittonfield Parkway
East Syracuse, NY 13057

7 Summer Street
Chelmsford, MA 01824
6085 Old River Road
Marcy, NY 13403

230 South James Street
Rome, NY 13440

6311 Court Street Road
East Syracuse, NY 13057
5428 Manchester Highway
Morrison, TN 37357

105 Threat Industrial Road
Smyrna, TN 37167

1330 Old Omen Road
Tyler, TX 75701

) Lease expires in January 2010.
(2) Lease expires in July 2010.

Source: Beacon Federal’s Preliminary Prospectus.

Leased or
Owned

Leased (1)

Leased (2)
Owned
Owned
Owned
Owned
Owned

Owned

Year Acquired
or Leased

1999

2003

2006

2006

1985

1982

2000.

1993

Square
Footage

10,000

1,600
4,000
3,200
14,000
2,200
12,500

4,500



Exhibit 1i-2
Historical Interest Rates(1)

Prime 90 Day Cne Year 10 Year

Year/Qtr. Ended Rate T-Bill T-Bil T-Bond
1999: Quarer 1 7.75% 4.49% 4.72% 5.25%
Quarter 2 7.75% 4.78% 5.07% 581%
Quarter 3 8.25% 4.88% 5.22% 5.90%
Quarter 4 8.50% - 5.33% 5.98% 6.45%

2000: Quarter 1 9.00% 5.88% 6.28% 6.03%
Quarter 2 9.50% 5.88% 6.08% 6.03%
Quarter 3 9.50% 6.23% 6.07% 5.80%
CQluarter 4 9.50% 5.89% 5.32% 5.12%

2001 Quarter 1 8.00% 4.30% 4.09% 4.93%
Quarter 2 6.75% 3.65% 3.72% 5.42%
Quarter 3 6.00% 2.40% 2.49% 4.60%
Quarter 4 4.75% 1.74% 217% 5.07%

2002: Quarter 1 4.75% 1.79% 2.70% 542%
Quarter 2 4.75% 1.70% 2.06% 4.86%
Quarter 3 4.75% 1.57% 1.53% 3.63%
Quarter 4 4.25% 1.22% 1.32% 3.83%

2003: Quarter 1 4.25% 1.14% 1.19% 3.82%
Quarter 2 4.00% 0.90% 1.09% 3.54%
Quarter 3 4.00% "0.95% 1.15% 3.96%
Quarter 4 4.00% 0.95% 1.26% 4.27%

2004: Quarter 1 4.00% 0.95% 1.20% 3.86%
Quarter 2 4.00% 1.33% 2.09% 4.62%
Quarter 3 4.75% 1.70% 2.16% 4.12%
Quarter 4 5.25% 2.22% 2.75% 4.24%

2005: Quarter 1 5.75% 2.80% 3.43% 4.51%
Quarter 2 6.00% .3.12% 3.51% 3.98%
Quarter 3 6.75% 3.55% 4.01% 4.34%
Quarter 4 7.25% 4.08% 4.38% 4.39%

2006. Quarter 1 7.75% 4.63% 4.82% 4.86%
Quarer 2 8.25% 5.01% 5.21% 5.15%
Quarter 3 8.25% 4.88% 4.91% 4.64%
Quarter 4 8.25% 5.02% 5.00% 4.71%

2007: Quarter 1 8.25% 5.04% 4.90% 4.65%
As of May 25, 2007 8.25% 4.88% 4.93% 4 86%

(1) End of period data.

Sources: Federal Reserve.



EXHIBIT 1i-3
Beacon Federal
Market Area Demographic Information




IL Interactive: Demographics Detail Page 1 of .

S N L 1 "“SNLFinancial

)Agraphic Summary: Onondaga, NY ‘ Back to Industry Data Home

Base Current Projected % Change % Change

e e e ... ... {2000, 2006 2011 2000 -2006. 2006-2011
Total Population {actual) 458,336 460,282 460,290 0.42 0.00
0-14 Age Group (%) ’ 21.47: 19.72° 18.87 -7.72 -4,33
15-34 Age Group (%) : 26.58" 26.47, 27.09 0.02 2.33
35-54 Age Group (%) 29.72" 29.24° 27.26 -1.20 -6.77
55-69 Age Group (%) ' 11.99 13.99 16.54 17.20 18.19
70+ Age Group (%) 10.25 10.58 10.25 3.61 -3.09
Median Age (actual) 36.2 37.9 38.9 4.70 2.64
Diversity Index (actual} 30.7 35.5 35.5 15.64 0.00
Black (%) 9.38 10.56 10.56 12.97 0.00
Asian (%)} 2.09 2.80 2.80 34.61 -0.03
White (%) 84.78 82.10 82.10 -2.75 0.00
Hispanic (%) 2.44 3.09 3.09 27.45 -0.06
Pacific Islander (%) 0.03- 0.04 0.04. 21.09 -2.81
American Indian/Alaska Native (%) 0.86 0.92: 0.92 7.33 0.21
. Multiple races (%) 1.97 2.48 2.48 26.48 0.00
Other (%) 0.89 1.11 1.11 24.88 0.00
Total Households {(actual) 181,153 184,668 185,970 1.94 ¢.71
$0-25K Households (%) 30.82 24.60 20.05 -18.62 -17.91
$25-50K Households (%} 28.43 24.96 22.59 -10.52 -8.83
$50-100K Households (%) 29.72 32.04 30.58 9.88 -3.88
$100K+ Households {%) 11.03 18.40 26.77 70.15 ' 46.51
Average Household Income ($) 53,18¢ 66,315 80,523 24.70 21.43
Median Household Income (%) 40,876 50,452 59,963 23.43 18.85
Per Capita Income ($) 21,336 27,037 33,009 26.72 22.09
$0-35K Net Worth HHs (%} NA 32.20 NA NA NA
$35-100K Net Worth HHs (%) NA 15.42 NA NA NA
$100-250K Net Worth HHs (%) NA 19.11 NA NA NA
$250-500K Net Worth HHs {%) . NA 15.97 NA NA NA
$500K+ Net Worth HHs (%) NA 17.29 NA NA NA
Median Household Net Worth ($) NA 112,008 NA NA NA
Average Household Net Worth ($) : NA 480,683 NA NA NA
. Total Owner Occupied Housing Units - 116,810 124,782 125,709 6.82 0.74
$0-100K in Value HUs (%) ) 67.09° 15.93 7.88 -74.63 -50.17
$100-200K in Value HUs {%) . 27.79 59.40 57.91 128.32 -1.78

$200-300K in Value HUs {%) 3.55 18.38 22.19 452.88 21.59

ttp://www.snl.com/interactivex/DemographicDetail.aspx 7Printable=1&1d=36067& Market=2 5/1/200




IL. Interactive: Demographics Detail Page 2 of:

$300-500K in Value HUs (%) ) .21 5.00 10.52 342.83 112,19
$500K+ in Value HUs (%) 0.36 1.29 1.49° 277.46 16.79

Source: ESRI

Demographic data is provided by ESRI based primarily on US Census data. For non-census year data, ESRI uses
samples and projections to estimate the demographic data. SNL performs calculations on the underlying data
provided by ESRI for some of the data presented on this page. For more information on ESRI's methodology, click
here.

Site content and design Copyright © 2007, SNL Financial LC
Usage of this product is governed by the License Agreement.

SNL Financiat LC, One SNL Plaza, PO Box 2124, Charlottesville, Virginia 22902, (434) 977-1600

itp:/fwww.snl.com/interactivex/DemographicDetail aspx?Printable=1&id=36067 &Market=2

5771200



IL Interactive: Demographics Detail Page 1 of .

S N L 1 "“SNLFinancial

><‘graphic Summary: Oneida, NY Back to_Industry Data Home

Base Current Projected. % Change % Change

e | 2000 2006° 20111 2000-2006 2006 - 2011
‘Total Population (actual) | 235,460 234,646 234,719 -0.35 0.03
0-14 Age Group (%) 19.56  17.60 16.73 -10.32 -4.90
15-34 Age Group (%) {2547, 26.05. 26.24 1.94 0.76
35-54 Age Group (%) . 29.27 28.60 27,19 -2.65. -4.90
55-69 Age Group (%) " 1307 15.19° 17.50" 15.86 15.22
70+ Age Group (%) 12.64 12.56" 12.34° -0.97 -1.71
Median Age {actual) ) 38.2, 39.8° 41.2. 4.19 3.52
Diversity Index (actual) 23.3 27.8° 27.8 19.31 0.00
Black (%) 5.74 6.49 6.49 12.60 0.03
Asian (%) 1.16 1.70 1.70 46.40 0.05
White (%) 90.21 88.20 88.20 -2.56 0.03
Hispanic (%) 3.20 4.03 4,03 25.43 0.03
Pacific Islander (%) 0.02 0.03 0.03 23.64 -1.47
American Indian/Alaska Native (%) 0.23 0.25 0.25 7.47 -0.17
Multiple races (%) 1.52 1.95 1.94 27.38 0.02
. Other (%) 1.11 1.28 1.39 23.77 ¢.06
Total Househoilds (actual) 90,496 91,683 92,432 1.31 0.82
$0-25K Households (%) 34.35 28.30 23.71 -16.51 -15.53
$25-50K Households (%) 31.65 27.82 25.72 -10.93 -6.80
$50-100K Households (%) 27.15 31,20 31.22 16.42 0.87
$100K+ Households (%) 6.85 12.67 19,35 .87.35 53.93
Average Household Income ($) 46,361 56,057 67,289 20.91 20.04
Median Household Income (%) 35,903 43,405 50,582 20.90 16.53
Per Capita Income ($§) 18,516 22,813 27,503 23.21 20.56
$0-35K Net Worth HHs (%) NA 34.14 NA NA NA
$35-100K Net Worth HHs (%) NA 16.37 NA NA NA
$100-250K Net Worth HHs (%) NA 15.75 NA NA NA
$250-500K Net Worth HHs (%) NA 14.48 NA NA NA
$500K+ Net Worth HHs (%) NA 15.26 NA NA NA
Median Household Net Worth (%) NA 97,349 NA NA NA
Average Household Net Worth ($) NA 432,697 NA NA NA
. Total Owner Occupied Housing Units " 60,810 64,390 64,915 5.89 0.82
$0-100K in Value HUs (%) 77.88 27.92 18.87 -62.04 -31.85
$100-200K in value HUs (%) 19.12 54.71 54.69 203.07 0.77
$200-300K in Value HUs (%) . 2.21 12.94 17.93 521.10 39.73

tp:/f'www.snl.conVinteractivex/DemographicDetail.aspx?Printable=1&id=36065&Market=2 5171200



/L Interactive: Demographics Detail

$300-500K in Value HUs {%) 0.61, 3.74 7.77 549.06 109.43
$500K+ in Value HUs (%) 0.19 0.69. 0.74 283.62 8.54

. Source: ESRI
Demographic data Is provided by ESRI based primarily on US Census data. For non-census year data, ESRI uses
samples and projections to estimate the demographic data. SNL performs calculations on the underlying data
provided by ESRI for some of the data presented on this page. For more informatton on ESRI's methodology, click

here.
Site content and design Copyright © 2007, SNL Financial LC
Usage of this product is governed by the License Agreement,

SNL Financial LC, One SNL Plaza, PO Box 2124, Charlottesville, Virginia 22902, (434) 977-1600

itp://'www.snl.com/interactivex/DemographicDetail.aspx?Printable=1&id=36065& Market=2

Page 2 of .

5771200



IL Interactive: Demographics Detail Page 1 of :

S N Ll *“ SNLFinancial |

)Agra phic Summary: Smith, TX Back to Industry Data Home

Base Current Projected % Change % Change

o 2000 2006 /2011 2000 -2006. 2006 - 2011

Total Population (actual) 174,706 195,304 212,824, 11.79. 897
0-14 Age Group {%) 21.99 20.83 20.78 5.92 8.68
15-34 Age Group (%) 27.33 27.33 26.52 11.82 5.72
35-54 Age Group (%) 27.43 26.84 26.16 9.37 6.20
55-69 Age Group (%) 13.13 14.62 16.29 24.54 21.39
70+ Age Group (%) 10.13 10.37 10.26 14.47 7.78
Median Age (actuati) 35.5 36.5 37.3 2.82 2.19
Diversity Index (actual) 54.8 59.5 63.2 8.58 6.22
Black (%} 19.06 19.91 20.51 16.78 12.22
Asian (%) ' 0.70 0.84 0.96 34.24° 24.71
White {%) . 7261 70.03 67.90 7.82 5.66
Hispanic (%) 11.17 13.73- 16.02 37.39 27.15
Pacific Islander (%) 0.03 0.03 0.04 31.91 25.81
American Indian/Alaska Native (%) 0.43" 0.47 0.50: 21.98 16.26
Multiple races (%) ‘ 1.44 1.66 1.85 29.09 21.42
. Other (%) ‘ 5.74 7.06 8.25 37.54 27.27
Total Households {actual) 65,692 73,436 80,203‘ 11.79 9.21
$0-25K Households (%) 32.41 25.86 22.44 -10.82 -5.23
$25-50K Households (%) 31.65 29.65 26.59 4,73 -2.08
$50-100K Households (%) 26.87 29.55 31.04 22.93 14.73
$100K+ Households (%) 9.06 14.93 19.93 B4.30 45.75
Average Household Income ($) 49,992 61,363 72,509 22.7% 18.16
Median Household Income (%) 37,273 44,846 50,897 20.32 13.49
Per Capita Income ($) 19,072 23,398 27,655 22.68 18.19
$0-35K Net Worth HHs (%) NA 36.79 NA NA NA
$35-100K Net Worth HHs (%) NA, 16.76 NA NA NA
$100-250K Net Worth HHs (%) ' NA 18.29 NA NA NA
$250-500K Net Worth HHs (%) NA 12.85 NA NA NA
$500K+ Net Worth HHs (%) NA 15.31 NA NA NA
Median Household Net Worth ($) NA‘, 83,364 NA NA NA
Average Household Net Worth (%) NA 425,819 NA NA NA
. Tota! Owner Qccupied Housing Units 45,785 52,172 57,111 13.95 9.47
$0-100K in Value HUs (%) 68.04 49.18 38.42 -17.63 -14.50
$100-200K in Value HUs (%) 23.93 35.01 39.70 66.70 24.12
$200-300K in Value HUs (%) 5.22 9.47 12.48 106.74 44.20

ttp://www.snl.com/interactivex/DemographicDetail aspx ?Printable=1&id=48423 & Market=2 577200



IL Interactive: Demographics Detail Page 2 of

$300-500K in Value HUs (%) 2.20 4.56 6.56 136.92 57.33
$500K+ in Value HUs (%) ) 0.61. 1.77 2.85 232.01 . 76.27

. Source: ESRI
Demographic data is provided by ESRI based primarily on US Census data. For non-census year data, ESRI uses
samples and projections to estimate the demographic data. SNL performs calculations on the undertying data
provided by ESRI for some of the data presented on this page. For more information on ESRI's methodology, click

here.

Site content and design Copyright @ 2007, SNL Financial LC
Usage of this product Is governed by the License Agreement.

SNL Financial LC, One SNL Plaza, PO Box 2124, Charlottesville, Virginia 22902, (434) 977-1600

tp://www.snl.conVinteractivex/DemographicDetail.aspx ?Printable=1&id=48423 & Market=2

5177200




[L Interactive: Demographics Detail Page 1 of

S N L 1 »SNLFinancial

)e’graphic Summary: Warren, TN Back to_Industry Data Home

' Base Current Projected % Change % Change

e e .o ..q.%000  2006; 2011 2000-2006; 2006-2011
Total Population (actual) 38,276  40,098° 41,394. 4.76 3.23
0-14 Age Group (%) 20.14 19.39 19.29; 0.84" 2.70
15-34 Age Group (%) 27.38 26.10. 23.95 -0.15 -5.25

, 35-54 Age Group (%) - 2B.76 28.86 29.38 5.12 5.08
. 55-69 Age Group (%) 13.79- 15.85 17.26° 20.36° 12.43
70+ Age Group (%) 9.93 9.81 10.12 3.53 6.53
Median Age (actual) 36.6 38.2 39.8 4.37 4.19
Diversity Index (actual) 23.8 28.9 33.6 21.43 16.26
Black (%) 3.16 3.36 3.51 11.23 7.80
Asian (%) 0.42 0.56 0.70 40.63 29.33
White (%) 91.66 89.93 88.29 2.78 1.35
Hispanic (%) 4.92 6.54 8.12 39.15 28.17
Pacific Islander (%)} 0.05 0.05 0.06 16.67 14.29
American Indian/Alaska Native (%) 0.21 0.23 0.25 17.72 10.75
. Multiple races {%) 0.94 1.09 1.22 21.33 15.53
Other (%) 3.56 4,77 5.97 40.32 29.05
Total Households {actual) 15,181 16,190 16,849 6.65 4.07
$0-25K Households (%) 41.22 34.52 29.02 -10.69 -12.52
$25-50K Households (%) 32.16 29.15 26.24 -3.34 -6.31
$50-100K Households (%} 22.14 28.28 32.46 36.24 19.46
$100K+ Households (%) 4.48 8.05 12.28 91.62 58.79
Average Household Income ($) 39,187 47,695 55,897 21.71 17.20
Median Household Income ($) 30,780 37,252 43,708 21.03 17.33
Per Capita Income (%) 15,759 19,472 22,982 23.56 18.03
$0-35K Net Worth HHs (%) NA 44,08 NA NA NA
$35-100K Net Worth HHs (%) NA 17.67 NA NA NA
$100-250K Net Worth HHs (%) NA 17.85 NA NA NA
$250-500K Net Worth HHs (%) NA 10.93 NA NA NA
$500K+ Net Worth HHs (%) NA 9.44 NA NA NA
Median Household Net Worth ($) NA 52,375 NA NA NA
Average Household Net Worth ($) NA 291,497 NA NA NA
. Total Owner Occupied Housing Units 11,047 11,963 12,443 8.29 4.01
$0-100K in Value HUs (%) 71.69 51.53 35.78 -22.17 -22.77
$100-200K in Value HUs {%) 22.00 35.88 45.10 76.63 30.75
$200-300K in Value HUs (%) 4.33 7.73 11.12 93.51 49,62

tp://www.snl.com/ interacti\fefoemograﬁhicDetail.aspx?Printable=l &1d=47177&Market=2 5171200



IL Interactive: Demographics Detail Page 2 of :

$300-500K in Value HUs (%) 1.62 3.75 6.04 150.84 67.26
$500K+ in Value HUs (%) 0.36' 111" 1.96 232.50 83.46

. Source: ESR]

Demographic data is provided by ESRI based primarily on US Census data. For non-census year data, ESRI uses
samples and projections to estimate the demographic data. SNL performs calculations on the underlying data
provided by ESRI for some of the data presented on this page. For more information on ESRI's methodology, click
here.

Site content and design Copyright © 2007, SNL Financial LC
Usage of this product is governed by the License Agreement.

SNL Financial LC, One SNL Plaza, PO Box 2124, Charlottesville, Virginia 22902, (434) 977-1600

ttp://www.snl.com/interactivex/DemographicDetail.aspx?Printable=1&id=47177& Market=2

51771200




IL Interactive: Demographics Detail

SNL:

)eﬂgraphic Summary: Rutherford, TN

Total Population {actual)

0-14 Age Group (%)
15-34 Age Group (%)
35-54 Age Group (%)
55-69 Age Group (%)
70+ Age Group (%)
Median Age (actual)

Diversity Index (actual)
Black (%)
Asian (%)
White (%)
Hispanic (%)
Pacific Islander (%)
American Indian/Alaska Native (%)
Multiple races (%)
Other (%)

Total Households (actual)
$0-25K Households (%)
$25-50K Households (%)
$50-100K Households (%)
$100K+ Households (%)

Average Household Income ($)
Median Household Income (%)
Per Capita Income ($)

$0-35K Net Worth HHs (%)
$35-100K Net Worth HHs (%)
$100-250K Net Worth HHs (%)
$250-500K Net Worth HHs (%)
$500K+ Net Worth HHs (%)

Median Household Net Worth ($)
Average Household Net Waorth ($)

Total Owner Occupied Housing Units
$0-100K in Value HUs (%)
$100-200K in Value HUs (%)
$200-300K in Value HUs (%)

Base Current

2000
182,023
22.29

33.75°

29.43
9,38

5.15°
31.3.

29.6
9.51
1.90
85.73
2.78
0.04
0.29
1.20
1.32

66,443
23.38
31.12
36.33

9.18

53,839
46,264
19,938

NA
NA
NA
NA
NA

NA
NA

46,399
39.96
51.02

6.38

2006

235,826
21.65
32.44
29.69
11.22

5.01
32.4

335
10.07
2.54
83.91
3.65
0.05
0.32
1,37
1.74

87,552
17.81
24.21
39.54
18.44

67,529
57,832
25,367

36.30
14.00
18.44
15.17
16.08

98,094
449,476

62,354
13.72
60.15
18.75

Projected
2011

292,759

21.72
31.06
29.56

12.52-

5.14

33.4.

36.1
10.84
2.86
82.51
4.08
0.06
0.33
1.45
1.95

109,634
13.90
20.42
38.53
27.15

81,916
68,658

30,940

NA
NA
NA
NA
NA

NA
MA

78,411
8.83
46.70
29.42

% Change
2000 - 2006

29.56
25.86
24.50
30.71
54.93
25,95

3.51

13.18
37.18
72.89
26.81
69.81
58.11
43.49
47.44
70.22

31.77
0.40
2.52

43.43

164.68

25.43
25.00
27.23

NA
NA
NA
NA
NA

NA
NA

34.39
-53.85
58.45
295.00

ito://www .snl.com/interactivex/DemographicDetail.aspx?Printable=1 & id=47149& Market=2

Page 1 of .

"“SNLFinancial

Back to Industry Data Home

% Change
2006 - 2011

24,14
24.56
18.87
23.60
38.59
27.33

3.09

7.76
33.63
39.66
22.07
38.91
48.72
30.57
31.28
39.03

25,22
-2.30

5.60
22.03
84.41

21.30
18.72
21,97

NA
NA
NA
NA
NA

NA
NA

25.75
-19.11
-2.38
97.31

5171200



iL Interactive: Demographics Detail Page 2 of !

$300-500K in Value HUs (%) 2.01 5.85 11.92 291.52 156.04
$500K+ in Value HUs (%) 0.63 1.52 3.14 224,32 159.87

. Source: ESRI

Demographic data is provided by ESRI based primarily on US Census data. For non-census year data, ESRI uses
samples and projections to estimate the demographic data. SNL performs calculations on the underlying data
provided by ESRI for some of the data presented on this page. For more information on ESRI's methodology, click
here. :

Site content and design Copyright © 2007, SNL Financial LC
Usage of this product is governed by the License Agreement.

SNL Financial LC, One SNL Plaza, PO Box 2124, Charlottesville, Virginia 22902, (434) 977-1600

ip://www.snl.com/interactivex/DemographicDetail.aspx ?Printable=14&1d=47149& Market=2 5177200



IL Interactive: Demographics Detail Page | of

SN L'L *SNLFinancial

)Agraphic Summary: Middlesex, MA Back to Industry Data Home

Base Current Projected % Change. % Change

_ _ 2000 2_006 2011 2090 - 2006: 2006 - 2011

_Total Population (actual) . 1,465,396 1,484,454, 1,495,164 1.30° 0.72
0-14 Age Group (%) 19.01, 19.04 18.06 1.44, -4.46
15-34 Age Group (%) 28.52 26.55 25.94 -5.70 -1.57
35-54 Age Group (%) 31.12 31,56 31.40 2.75° 0.20
55-69 Age Group (%) 11.94 13.53 15.39 14.74. 14.62
70+ Age Group (%) 9.42 9.33 9.21 0.37 -0.59
Median Age (actual) 36.4 37.7 33.5 3.57 4.77
Diversity Index (actual) 32.2 37.9 42.7 17.70. 12.66
Black (%) 3.36 3.77 4,08 13.38 9.14
Asian (%) 6.26 8.19 10.04 32.63 23.49
White (%) i 85.88 82.85 80.11 -2.27 -2.61
Hispanic (%) 4.55 5.63 6.59 25.36 17.78
Pacific Islander (%) 0.04 0.04 0.04 16.11 -4.15

_ American Indian/Alaska Native (%) 0.15 0.16 0.16 617 0.81
Multiple races (%} | 2.24 2.51 2.73 13.57 9.55
. Other (%) 2.07 2.48 2.84 21.20 15.24
Total Households (actual) 561,220 569,261 575,128 1.43 1.03
$0-25K Households (%) 18.77 13.73 10.48 -25.83 -22.89
$25-50K Households (%) 21.95 16.70 12.79 -22.83 -22.61
$50-100K Households (%) 34.34 30.74 26.60 -9.21 -12.57
$100K+ Households (%) 24.94 38.84 50.13 57.96 30.41
Average Household Income {$) 80,294 109,711 143,717 36.64 31.00
Median Household Income {$) 60,814 78,854 100,228 29.66 27.11
Per Capita Income (%) 31,199 42,582 55,842 36.49 31.14
$0-35K Net Worth HHs (%) NA 21.55 NA NA NA
$35-100K Net Worth HHs (%) NA 14,61 NA NA NA
$100-250K Net Worth HHs (%) NA 19.47 NA NA NA
$250-500K Net Worth HHs {%) NA i7.18 NA NA NA
$500K+ Net Worth HHs (%) NA 27.19 NA NA NA
Median Household Net Worth ($) NA 190,122 NA NA NA,
Average Household Net Worth ($) NA 698,608 NA NA NA
. Total Owner Occupied Housing Units 346,529 360,574 365,045 4.05 1.24
$0-100K in Value HUs (%) 4.30 1.17 1.12 -71.74 -3.11
$100-200K in Value HUs (%) 28.70 4.64 3.18 -83.76 -30.64
$200-300K in Value HUs (%) 32.45 14.54 9.74 -53.37 -32.18

1p:/iwww.snl.com/interactivex/DemographicDetail.aspx?Printable=1&id=25017&Market=2 5/7/200



iL Interactive: Demographics Detail Page 2 of

$300-500K in Value HUs (%) 23.79 37.48 259.09 63.94 -21.42
$500K+ in Value HUs (%) 8.75 42,17 56.87 349.92 36.53

. Source: ESR}
Demographic data Is provided by ESRI based primarily on US Census data. For non-census year data, ESRI uses
samples and projections to estimate the demographic data. SNL performs calculations on the underlying data
provided by ESRI for some of the data presented on this page. For more information on ESRI's methodology, click

bere.
Site content and design Copyright ® 2007, SNL Financial LC
Usage of this product is governed by the License Agreement.

SNL Financial LC, One SNL Plaza, PO Box 2124, Charlottesville, Virginia 22902, (434) 977-1600

tp://www.snl.com/interactivex/DemographicDetail.aspx?Printable=1&1d=25017& Market=2
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EXHIBIT 11-4
Beacon Federal
Market Area Economic Information




FULL-TEME AND PART-TIME EMPLOYMENT BY INDUSTRY 1/
{number of jobs)
United States [00000]

. Ttem 2001 2002 2003 2004
Employment by place of work
Total employment 167,014,700 166,633,100 167,488,500 170,091,500
By type
Wage and salary employment 138,831,000 137,664,000 137,341,000 138,76%,000
Proprietora employment 28,183,700 28,969,100 30,147,500 31,322,500
Farm proprietors employment 2,186,000 2,207,000 2,146,000 2,133,000
Nonfarm proprietors employment 2/ 25,997,700 26,762,100 28,001,500 29,189,500
By induatry
Farm employment 3,056,000 3,077,000 3,032,000 2,969,000
Honfarm employment 163,958,700 163,556,100 164,456,500 167,122,500
Private employment 140,778,700 140,040,100 140,828,500 143,456,500
Forestry, fishing, related activities, and other 3/ 1,022,500 1,053,700 $92,300 979,300
Mining 811,400 751, 040 803,200 843,000
Utilities 618,800 §03,600 590,200 582,300
Construction 9,846,700 9,665,800 4,880,300 10,195,800
Manufacturing 16,934,600 15,819, 700 15,058,000 14,876,100
Wholesale trade 6,273,400 6,143,800 6,112,500 £,192,500
Retail Trade 18,528,800 18,473%,100Q 18,510,100 18,771,500
Transportation and warehousing 5,474,000 5,344,300 5,289,300 5,360,800
Informaticn 4,053,800 3,723,200 3,601,400 3,534,600
s Finance and insurance 7,839,600 7.912,300 7,997,500 8,053,900
Real estate and rental and leasing 5,551,400 5,677,000 6,008,700 6,289,900
Professiocnal and technical services 10,575,800 10,481,200 10,556,300 10,803,100
Management of companies and enterprises 1,779,300 1,807,000 1,750,500 1,764,100
Adminjistrative and waste services 9,621,000 9,630,300 9,795,400 10, 288, 900
Educational services 3,058,300 3,200,600 3,313,800 3,437,900
Health care and social assistance 15,611,400 16,080,000 16,532,100 le, 884,400
Arts, entertainment, and recreation 3,243,100 3,342,200 3,366,800 3,456,600
Accommodation and food services 10,825,300 10,935,200 11,158,700 11,480,100
Other services, except public administration 9,049,600 9,416,100 9,511,400 9,661,400
Government and government enterprises 23,180,000 23,516,000 21,628,000 23,666,000
Federal, civilian 2,728,000 2,736,000 2,756,000 2,731,000
Military 2,095,000 2,097,000 2,109,000 2,082,000
State and local 18,353,000 18,683,000 18,763,000 18,853,000
State government 5,031,000 5,068,000 5,072,000 5,082,000
. Local government 13,322,000 13,615,000 13,691,000 13,771,000
See fcotnotes at end of table. REGIONAL ECONQMIC INFORMATION SYSTE
Table CA2SN April 2006 BUREAU OF ECONOMIC AMNALYSI



FULL-TIME AND PART-TIME EMPLOYMENT BY INDUSTRY 1/
{number of jobs)
Oncndaga, Hew York [36067)

. Item 2001 2002 2003 2004

Employment by place of work

Total employment I0G, 592 296,463 297,924 301,077

By type

Wage and salary employment 266,272 260,723 260,395 262,091
Proprietors employment 34,320 35, 740 37,529 38,986
Farm proprietors employment 738 T4l 723 704
Nonfarm proprietors employment 2/ 33,582 34,939 16,8086 3@, 282

By industry

Parm employment 1,188 1,153 1,189 1,0%8
Nonfarm employment 299,404 295,270 296,735 299,379
Private employment 258,181 254,215 255,803 259,225
Forestry, fishing, related activities, and other 3/ 237 248 (D) 133
Mining 18l 154 {D} 231
Utilities 3,060 2,836 2,195 D}
Construction 13,772 13,346 13,712 13,480
Manufacturing 33,666 3i,551 29,241 27,832
Whelesale trade 16,304 15,624 15,513 15,512
Retail Trade 34,338 34,270 34,282 34,557
Transportation and warehousing 9,594 9,259 9,382 (D)
Information 7.891 6,612 6,561 6,836
' Finance and insurance 17,007 16,535 16,447 16,038
Real estate and rental and leasing 7,187 7,350 7,753 8,156
Professional and technical services 17,682 18,226 18,703 19,651
Management of companies and enterprises 3,881 3,708 3,821 3,652
Administrative and waste services 13,472 13,424 16,177 16, 744
Educational services 11,303 11,136 11,582 12,135
Health care and secial assistance 31,692 3z,876 32,840 34,551
Arts, entertainment, and recreation 4,968 5,452 5,485 S,B19
Accommodation and food services 17,492 17,777 17,797 18,314
Other services, except public administration 13,853 13,839 13,918 13,826
Government and government enterprises 41,223 41,055 40,932 40,754
Federal, civilian 4,401 3,978 4,077 3,978
Military 1,218 1,194 1,17¢ 1,059
State and local 35,606 35,883 35, 685 35,717
State government 10,501 10,4927 10,470 10,506
. Local government 25,105 25,384 25,215 25,211
See footnotes at end of table. REGIONAL ECONOMIC INFORMATION SYSTE
Table CA25N hpril 2006 BUREAU QF ECONOMIC ANALYSI!



Oneida, New York [36065]

FULL-TIME AND PART-TIME EMPLOYMENT BY INDUSTRY 1/
(number of jcbs)

. Item 2001 2002 2003 2004
Employment by place of work
Total employment 132,479 132,506 133,249 114,435
By type
Wage and salary employment 115,920 115,117 115,065 115,593
Proprietors employment 16,559 17,389 18,184 18,842
Farm proprietors employment 1,145 1,147 1,120 1,080
Nonfarm proprietcors employment 2/ 15,414 16, 242 17,064 17,752
By industry
Farm smployment 1,766 1,771 1,763 1,634
Nonfarm employment 130,713 130,735 131,486 122,801
Private employment 105,040 104,565 104,872 105,975
Forestry, fishing, related activicies, and other 3/ 277 291 261 248
Mining 96 B8 101 98
Dtilicies (D} (D} (D} {D)
Construction 4,496 4,609 4,831 4,704
Manufacturing 13,522 12,505 11,534 11,1359
Wholesale trade (D} (D) (D} (D}
Retail Trade 15,288 15,421 15,458 15,921
Transpertation and warehousing (D) (D} 3,795 3,854
Informatien 3,319 3,465 3,148 3,296
. Finance and insurance 8,320 8,006 7,926 8,184
Real estate and rental and leasing 2,252 2,419 2,585 2,697
Professional and technical services 5,384 5,177 5,056 5,230
Management of companies and enterprises 563 864 779 836
Administrative and waste services 6,768 6,594 6,785 6,396
Educaticnal services 2,717 2,488 2,552 2,687
Health care and social assistance 18,402 19,442 20, 264 20,491
Arts, entartainment, and recreation 1,673 1,678 1,956 1,965
Accommedation and food services 7,301 7,194 7,512 7,561
Other services, except public administraticn 6,464 6,542 €.370 6,466
Government and government enterprises 25,673 26,170 26,607 26,826
Federal, ciwvilian 2,048 2,031 2,036 2,025
Military 551 545 526 508
State and local 23,874 23,594 24,045 24,296
State government 7,4%0 7,566 7,523 7,401
. Local government 15,584 16,028 16,522 16,855
See footnotes at end of table. REGIONAL ECONOMIC INFORMATION SYSTE
Table CA2SN April 2008 BUREAU OF ECONOMIC ANALYSI



FULL-TIME AND PART-TIME EMPLOYMENT BY INDUSTRY 1/
{number of jcbs)
Smith, Texas [48423)

. Item 2001 2002 2003 2004
Employment by place of work
Total employment 110,725 111,483 113,673 116,630
By type
Wage and salary employment 686,272 88,720 89,504 91,507
Proprietors employment 22,454 22,7863 24,169 25,123
Farm proprietors employment 2,193 2,231 2,178 2,172
Nonfarm proprietors employment 2/ 20,261 20,532 21,991 22,944
By industry
Farm employment 2,757 2,711 2,631 2,608
Nonfarm employment 107,968 108,772 111,042 114,022
Private employment 95,507 96,079 98,175 101,076
Forestry, fishing, related activities, and other 3/ 313 340 329 334
Mining 3,330 2,662 3,111 3,359
Utilities 331 307 3089 311
Construction 5,975 6,063 6,420 6,554
Manufacturing 10,966 10,060 9,660 9,781
Wholesale trade 3,582 4,069 3,997 4,221
Retail Trade 16,783 16,506 16,233 15,407
Transportation and warehousing 2,263 2,242 2,264 3,735
Information 2,135 2,053 2,185 2,239
Finance and insurance 5,115 5,163 4,977 $,015
! Real estate and rental and leasing 3,699 3,693 3,544 3,647
Professional and technical services o} 5,089 5,284 5,436
Management of companies and enterprises (D} 111 156 160
Administrative and waste services 4,816 4,988 5,056 5,7%0
Educational services 1,102 1,278 1,361 1,356
Health care and social assistance 15,536 16,336 17,500 17,522
Arts, entertainment, and recreation 1,528 1,558 1,509 1,532
hccommodation and food services 6,710 6,899 7,551 7,766
Other services, except public administration 6,350 6,665 6,729 6,911
Government and government enterprises 12,461 12,693 12,867 12, 946
Federal, civilian 592 269 925 B95
Military 446 454 457 455
State and local 11,023 11,270 11,485 11,596
. State government 3,228 3,314 3,269 3,354
. Local government 7,798 7,956 B, 216 8,242
See footnotes at end of table. REGIONAL ECONCMIC INFORMATION SYSTE
Table CA25N April 2006 BUREAU OF ECONOMIC ANALYSI



FULL-TIME AND PART-TIME EMPLOYMENT BY INDUSTRY 1/
(number of jobs)
Warren, Tennessee ([47177])

. Item 2001 2002 2001 2004
Employment by place of work
Total employment 20,923 20,%01 21,42% 21,558
By cype
Wage and salary employment 16,178 16,076 16,573 16,615
Proprietors employment 4,745 4,825 4,856 4,943
Farm proprietors employment 1,611 1,627 1,579 1,543
Konfarm proprietors emplcyment 2/ 3,134 3,194 3,277 3,400
By industry
Farm employment 2,459 2,388 2,530 2,470
MNonfarm employment 18,464 18,513 18,8%% 19,088
Private employment 16,555 16,594 16,865 17,172
Forestry, fishing, related activities, and other 3/ (D) (D) (D) (D)
Mining (D) (D) (D} 11
Ucilities (D) (D) (D} (D}
Conatruction 1,028 901 372 1,003
Manufacturing 6,388 6,447 6,610 6,608
Wholesale trade 595 F1:15 598 704
Retail Trade 2,248 2,329 2,269 2,322
Transportation and warehousing m (D} (D} (D)
Information 238 2058 241 242
Finance and insurance igz2 378 371 389
' Real estate and rental and leasing 401 401 408 428
Professional and technical services (D} (D) (D} (m
Manragement of companies and enterprises {D} (D} (D} (D)
Administrative and waste services 550 554 590 589
Educational services 7% 13 72 (D)
Health care and social assistance 1,307 1,387 1,381 (151}
hrts, entertainment, and recreation 141 133 1315 117
hocommodation and food services 779 691 728 734
Other services, except public administration 1,048 1,089 1,106 1,128
Government and government enterprises 1,%09 1,919 2,024 1,916
Federal, civilian 118 120 117 111
Military 146 146 146 137
State and local 1,647 1,653 1,771 1,668
State government 233 221 225 230
. Local government 1,414 1,430 1,546 1,438
See footnotes at end of table. REGIONAL ECONCMIC INFORMATION SYSTE!
Table CA25N April 2006 BUREAU OF ECONOMIC ANALYSI




FULL-TIME AND PART-TIME EMPLOYMENT BY INDUSTRY 1/
{number of jobs)
Rutherford, Tennessee [47149]

Item 2001 2002 2003 2004
Employment by place of work
Total employment 105,059 108,519 112,286 120,585
By type
Wage and salary employment 88, 024 87,642 90,678 98,165
Proprietors employment 20,035 20,877 21,608 22,420
Farm proprietors employment 1,049 1,868 1,813 1,712
Nonfarm proprietors employment 2/ 18,186 19,009 14,795 20,648
By industry
Farm employment 1,982 1,987 1,963 1,918
Monfarm employmant 103,077 106,532 110,323 118,667
Private employment 90, 744 94,087 97,798 105,813
Forestry, fishing, related activities, and other 3/ (D} (D) (D} (D)
Mining (D} (D) (D} m
Utilities 191 192 19¢ 203
Construction 6,136 6,435 6,978 7,240
Manufacturing 20,162 20,072 21,078 22,267
Wholesale trade 5,268 9,922 5,025 5,096
Retail Trade 11,755 12,208 13,000 13,247
Transportation and warehousing 3,832 4,288 4,793 5,552
Information 4,250 4,004 3,729 3,435
Finance and insurance 3,529 3,604 3,672 3,818
Real estate and rental and leasing 3,344 3,429 3,613 3,849
Professional and technical services 3,386 3,437 3,553 3,657
Management of companies and enterprises 419 352 360 368
Administrative and waste services 6,969 B,611 8,732 12,741
Educational services 631 653 683 739
Health care and social assisatance 7,366 7,828 8,092 8,516
Arts, entertainment, and recreation 1,469 1,534 1,580 1,719
Accommodation and food services 5,946 6,056 6,496 6,984
Other services, except public administration 5,687 6,252 6,012 6,175
Government and government enterprises 12,331 12,445 12,525 12,854
Fedaral, civilian 598 592 565 557
Military 738 757 769 746
state and local 10,997 11,096 11,191 11,551
State government {D) {D) (D) (D)
Local government (D) {0 [8s}] (D)
See footnotes at end of table. REGICNAL ECONOMIC INFORMATION SYSTE!
Table CA25N April 2006 BUREAU OF ECONOMIC ANALYSTI!

e




FULL-TIME AND PART-TIME EMPLOYMENT EY INDUSTRY 1/
{number of jobs)
Middlesex, Massachusetts [25017]

Item 2001 2002 2003 2004
Employment by place of work
Total employment 1,078,703 1,043,206 1,022,827 1,022,196
By type
Wage and salary employment 921,242 BB3,082 856,059 848,495
Proprietors amployment 157,451 150,114 166,768 173,701
Farm proprietors employment 525 534 521 521
Nonfarm proprietors amployment 2/ 156,93¢ 159,580 166,247 172,180

By induscry

Farm employment 1,822 1,489 1,554 1.402
Nonfarm employment 1,077,181 1,041,717 1,021,273 1,020,794
Private employment 988,410 950,924 931,340 933,074
Forestry, fishing, related activitieg, and other 3/ 1,614 1,891 1,983 1,973
Mining 684 660 785 789
Utilicies 1,68% 1,497 1,507 1,415
Construction 55,151 54,969 54,348 54,725
Manufacturing 121,99% 108,657 99,471 33,225
Wholesale trade 51,135 48,597 47,421 47,060
Retail Trade 94,551 94,547 93,032 92,958
Transportaticn and warehousing 20,307 19,576 19,745 19,911
Information 50,090 43,713 40,642 39,125
Finance and insurance 38,155 38,042 37.813 37,437
Real estate and rental and leasing 28,219 28,373 30,388 31,799
Professional and technical services 148,454 136,680 132,662 137,171
Management of companies and enterprises 20,200 18,932 18,844 19,925
Administrative and waste zervices 62,411 57.546 S6,404 56,656
Educational services 74,829 75,360 73,866 74,455
Health care and social assistance 99,411 100,497 100,813 101,801
Arts, entertainment, and recreation 20,181 20,899 21,073 21,691
Accommpdation and food services 52,559 52,899 53,091 53,653
Other services, except publie administratien 46,751 47,590 47,453 47,305
Government and government enterprises 8,771 80,793 89,933 87,720
Federal, civilian 13,862 13,743 131,542 13,222
Military 5,973 6,021 6,032 5,534
State and local 68,936 71,029 70,35% 58,964
State govermment 14,024 14,767 14,582 13,768
Local government 54,912 56,262 55,770 55,196
See footnotes at end of table. REGIONAL ECCNOMIC INFQRMATION SYSTE
Tagle CA25N April 2006 BUREAU OF ECONOMIC ANMALYSI
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Year/Qtr. Ended

1899:

2000:

2001:

2002:

2003:

2004;

2005:

2006:

2007:
As of May 25, 2007

(1) End of period data.

Quarter 1
Quarter 2
Quarter 3
Quarter 4

Quarter’1
Quarter 2
Quarter 3
Cuarter 4

Quarter 1
Quarter 2
Quarter 3
Quarier 4

Quarter 1
Quarter 2
Quarter 3
Quarter 4

Quarter 1
Quarter 2
Quarter 3
CQuarter 4

Quarter 1
Quarter 2
Quarter 3
Quarter 4

Quarter 1
Cuarter 2
Quarter 3
Quarter 4

Quarter 1
Quarter 2
Quarter 3
Quarter 4

Quarter 1

Exhibit Iv-2

Historical Stock Price Indices(1)

DJl

9786.2
10970.8
10337.0
11497 1

10921.9
10447.9
10650.9
10786.9

9878.8
10502 .4
88476
10021.5

10403.9
9243.3
7591.9
83416

7992.1
£8085.4
9275.1
10453.9

10357.7
10435.5
10080.3
10783.0

10503.8
10275.0
10568.7
10717.5

11109.3
11150.2
116781
12483.2

12354.4
13507.3

Sources: SNL Securities and Wail Street Journal.

NASDAQ

S&P 500 Composite
1286.4 2,461.4
1372.7 2,686.1
1282.7 2,746.2
1469.3 4,0693
1498.6 45728
14548 3,966.1
1436.5 36728
1320.3 24705
1160.3 1,840.3
1224 4 2,160.5
1040.9 1,498.8
1148.1 1,950.4
1147 .4 1,845.4
989.8 1,463.2
8153 1,172.1
879.8 1,335.5
848.2 1,341.2
974.5 1,622.8
996.0 1,786.9
1112.0 2,003.4
1126.2 1,994.2
1140.8 2,047.8
1114.6 1,896.8
1211.9 21754
1180.6 1,699.2
1181.3 2,057.0
1228.8 2,151.7
1248.3 2,205.3
12948 2,339.8
1270.2 21721
1335.9 2,258.4
1418.3 24153
1420.9 2,4216
1518.7 2,557.2

SNL
Thrift
Index

707.6
695.6
608.1
562.4

5456
567.8
718.3
8743

885.2
964.5
953.9
918.2

1008.7
1121.4

884.3
1073.2

1096.2
1266.6
1330.9
14823

1585.3
1437.8
1495.1
1605.6

1516.6
1577 .1
1527.2
1616.4

1661.1
1717.9
1727.1
1829.3

1703.6
17251

SNL
Bank
Index

448.4
479.3
409.9
416.7

421.2
387.4
464.6
479.4

459.2
493.7
4366
473.7

498.3
468.9
396.8
4191

401.0
476.1
490.9
5486

562.2
546.6
556.0
595.1

551.0
563.3
546.3
582.8

595.5
601.1
634.0
658.6

634.4
650.4



EXHIBIT IV-3
Historical Thrift Stock Indices

Index Values

Index Values Price Appreciation (%)
04/30/07 03/30/07 12/29/06 04/28/06 1 Month YTD LTM
All Pub.Traded Thrifts 1,695.9 1,703.6 1,8293 1,714.0 -0.45 -7.29 -1.05
MHC Index 37536 37736 3,8747 3,159.7 -0.53 -3.13 18.80
Stack Exchange Indexes
AMEX Thrifts 694.7 7294 745.2 627.8 -4.77 -6.78 10.65
NYSE Thrifts 1,052.0 1,042.7 1,1430 1,085.7 0.89 -7.96 -3.10
OTC Thrifts 21296 2,175.3 2219 2,074.8 -2.10 -6.26 2.64
Geographic Indexes
Mid-Atlantic Thrifts 39319 4,020.8 4,104.1 3.834.2 -2.21 4.20 2.55
Midwestern Thrifis 3,352.% 3,4005 36237 3,459.7 -1.42 -7.50 -3.11%
New England Thrifts 20823 2,195.5 22230 1,822.9 -5.16 -6.33 14.23
Southeastern Thrifts 1,380.6 1417.2 1,670.8 1,530.2 -259 -17.37 -9.78
Southwestern Thrifts 1,423.7 1,490.9 1,538.4 14254 -4.50 -7.45 -0.12
Western Thrifts 1,562.3 1516.2 1,717 1,642.2 304 -9.02 -4.87
Asset Size Indexes
ess than $250M 1,173 1,219.9 1,241.5 1,386.7 -3.83 -5.51 -15.40
‘ZSOM 1o $500M 35324 3,5338 35876 3.3976 -0.04 -1.54 397
$500M to $1B 2,085.2 2,100.0 21351 1,884.2 -0.70 -2.34 10.67
$1B to 558 24185 2484.1 26933 2,508.1 -2.64 -10.20 -3.57
Over $58 1,0157 10164 1,096.0  1,0287 -0.07 -7.33 -1.27
Pink Indexes .
Pink Thrifts 5135 509.2 5159 463.8 0.84 -0.47 10.71
Less than $75M 577.8 5750 576.9 513 0.48 0.15 1261
Qvar $75M 5323 5279 5350 481.2 Q.85 -0.49 1063
Comparative Indexes
Dow Jones Industrials 13,0629 12,3544 12,4632 11,367 574 4.8 14.92
S&P 500 1,4824 1,4209 1,418.3 13106 433 452 13.11

Al SNL indexes are market-value weighted; i.e, an institution's effect on an index is proportionate to that institution’s market capitalization. Al SNt thiift indexes, except for the SNL
MHC Index, began at 100 on March 30, 1984, The SNL MHE Index began at 201.082 on Dec. 31, 1992, the level of the SNL Thiift Index on that date. On March 30, 1984, the S&P 500 closed
at 139.2 and the Daw lones Industrials stood at 1,164.9.

Mid-Atlantic: DE, DC, MD, NJ, NY, PA, PR; Midwest: 1A, IL, IN, KS, KY, M1, MN, MO, ND, NE, GH, SD, Wi;
New England: CT, MA, ME, NH, Ri, VT: Southeast: AL, AR, FL, GA, MS, NC, SC, TN, VA, WV:
Southwest: C3, LA, NM, QK, TX, UT; West AZ, AK, CA, HL 1D, MT, NV, OR, WA, WY
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EXHIBIT IV-5
Beacon Federal
Director and Senior Management Summary Resumes

The business experience for the past five years of each of our directors and executive officers is
set forth below. Unless otherwise indicated, directors and executive officers have held their positions for
the past five years.

Timothy P. Ahern has served as the Chairman of the Board of Beacon Federal since 2005. Mr.
Ahern is the founder and principal of Ahern & Murphy Associates, Cazenovia, New York, a leadership
and management development organization in central New York. He was previously employed as an
executive with The Pyramid Companies from 1986 to 1998,

John W. Altmeyer has served as President and Chief Executive Officer of Carlisle Syntec, Inc.,
Carlisle, Pennsylvania, a $1.2 billion roofing manufacturer, since 1997. Carlisle Syntec is a key segment
of Carltsle Companies, a New York Stock Exchange listed company. He previously held several
corporate positions at Carlisle Companies from 1987 to 1997, with a focus on business development. He
was also employed by Carrier Corporation from 1981 to 1987.

Robert Berger is a private investor and currently serves as Co-chairman of the Board of OP-
TECH Environmental Services, Inc., an environmental and remediation company headquartered in
Syracuse, New York. He is the Chairman, President and Chief Executive Officer of St. Lawrence
Industrial Services, Inc. and a member of Seton-Mt. Dora LLC, a commercial real estate holding
company. Mr. Berger served in various capacities with ONBANCorp from 1978 through 1998, including
serving as its Chief Financial Officer and Treasurer prior to that institution’s merger with M&T Bank in

. 1998. i

Edward H. Butler rctired in 2007 as Plant Controller for Advanced Motors & Drives, East
Syracuse, New York. He was previously employed as the Plant Controller for New York Chocolate in
Fulton, New York from 2004 to 2006, and by McQuay International in corporate finance from 1998 to
2004, He was previously a 25 -year employec of the Carrier Corporation as accounting manager for North
American operations.

Thomas Driscoll is currently an independent Sales & Marketing Consultant. He was most
recently employed as Vice President and General Manager with TimBar Packaging and Displays, a
paperboard remanufacturer, in Oneida, New York, from 1979 to 2007. He has served as a board member
of the Manufacturers Association of Central New York, Madison County Children’s Camp, Community
Action of Madison County and on the Administrative Councii for the St. James Parish.

David R, Hill retived in 2004 as President of OBG Laboratories, an O’Brien & Gere Company.
He is currently employed in the position of Technical Director with Environmental Laboratory Services, a
contract laboratory performing environmental testing for both public and private customers located in
Syracuse, NY.

Ross J. Prossner has been President and Chief Executive Officer of Beacoq Federal since 1976.




EXHIBIT IV-5
: Beacon Federal
Director and Senior Management Summary Resumes

Darren T. Crossett has been employed by Beacon Federal since 1986. He has served in many
capacities including Marketing Director from 1986 to 1989, Vice President of Lending from 1989 to 1997
and as Senior Vice President from 1997 to the present. He is the President of Beacon Comprehenswe
Services Corporation, a subsidiary of the Company.

James D. Lapsley was appointed Senior Vice President and Chief Financial Officer for Beacon
Federal in January 2000. Previously, he worked for Carrier Corporation in Corporate Finance and North
East Distributors as Controller and Business Manager, where he held the position from 1984 through
January 2000. Mr. Lapsley intends to retire upon reaching age 65 in June, 2008,

J. Dave Hammond has been employed by Beacon Federal as Senior Vice President of Lending
since 2002. He has more than 30 years of experience in banking. Prior to employment at Beacon he was
an independent bank consultant from 1998 10 2002. He formerly served as Executive Vice President with
Skaneateles Savings Bank from 1995 through 1998.

Randy J. Wiley has been employed by Beacon Federal as Vice President since April 2007, He
was previously employed at Partners Trust Financial Corporation as Vice President and Treasurer from
2004 to 2007. Prior to that, he worked for BSB Bancorp, Inc. from 2001 to 2004 as Senior Vice President
and Treasurer. He has over 20 years of banking experience. It is expected that Mr. Wiley will be
promoted to fill the posmon of Chief Financial Officer in connection with Mr. Lapsiey’s planned

retirement. Mr. Wiley is expected to become an executive officer upon his promotion to Chief Financial
Officer.

Source: Beacon Federal’s Preliminary Prospectus.




EXHIBIT IV-6
Beacon Federal .
Pro Forma Regulatory Capital Rat10s

Beacon Federal . -
Historical at March Pro Forma at March 31, 2007, Based Upan the Sale in the Offering of

31, 2007 7,650,000 Shares 9,000,000 Shares 10,350,000 Shares 11,902,500 Shares (1)
Percent of Percent of Percent of Percent of Percent of
Amount  Assets (2) Amount Assets (2) Amount Assets (2) Amount Assets (2) Amount Assets (2)
{Dollars in thousands)

GAAP capital .............. $ 44,708 6.89% § 75812 11.15% § 81432 11.87% § 87,052 : 1259% § 93516 13.40%
Tangible capital (3} ........ § 44,698 689% § 75,802 1.i5% § Bl422 1187% § 87042 12.59%  § 93,506 13.40%
Tangible

requirement................ 9.734 1.50 10,201 1,30 10,2 1.50 10.36% 1,50 10,466 1.50
EXGESS..oo. B T_34064 __S30% 5 6560\ 96 3 70037 _10a7% 5 76673 _LLo9% L 83009 _LL90%
Core capital (3).............. § 44,698 689% § 75802 1t15% § 8422 11.87% § B87.042 12.59% § 93,506 13.40%
Core requirement (4) ... 25958 4.00 27202 4.00 27,427 4.00 27.65) 4,00 27910 4.00
EXCESS.mrnrrr 18740 _ 289% 5 48600 . Li%% §.53995 __7§7% 5 5939 __859% & 65596 __940%
Total risk-based ' ‘

capital {3)(6) ............. $ 49,891 11.26%  § 30,995 18.02% § 86,615 19.22%  § 92233 2042% 3 98,699 21.79%
Rick-based

requirement................ 35,460 8.00 35958 8.00 36,048 3.00 36,138 8.00 36,241 8.00
EXCESS.o.rrrr S 19431 __326% 3§ 45037 _10.02% 8 _s0S67 _1122% & 6097 _1242% § 62458 _IL79%

Reconciltation of capital infused
into Beacon Federal:

Net proceeds ........ooocooveceririccnnn 5 37,224 $ 43924 3 50,629 3 58330
Less: Common stock acquired by

ESOP..... oo (6,120} (7200 {8,280} (9.522)
Pro Forma Increase $ 31104 3 36724 $_ 42344 3 48.808

(V) Asadjusted to give effect to an increase in the number of shares which could occur due to a 15% increase in the offering range to reflect
demand for the shares, changes in market or general financial conditions following the commencement of the offering or regulatory
considerations.

(2) The current Office of Thrift Supervision core capital requirement for financial institutions is 3% of total adjusted assets for financial
institutions that receive the highest supervisory rating for safety and soundness and a 4% to 5% core capital ratio requircment for all other
financial institutions.

{3) Tangible and 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.

{(4) Pro forma amounts and percentages assume net proceeds are invested in assets that carry a 20% risk weighting.

(5) The difference between U.S. GAAP capital and regulatory tangible capital and core capital is attributable to the deduction of $t0,000 of
unrealized gains on available for sale securities, net of taxes.

{6} The difference bstween core capital and total risk-based capital is atiributable 1o the addition of gencral lpan loss reserves of $5.3 million and

. the deduction of $118,000 for low-level recourse obligations.

Source: Beacon Federal’s Preliminary Prospectus.




EXHIBIT IV-7

PRO FORMA ANALYSIS SHEET
Beacon Federal Bancorp, Inc., East Syracuse, NY
Prices as of May 25, 2007

idpoint
mum

(1) Estimated offering expenses at midpoint of the offering.

Subject at Peer Group New York Companies All Public Thrifts
Valuation Pricing Multiples Symbol Midpoint Mean Median Mean Median Mean Median
Price-earnings muitiple = P/E 3182 x  21.80x 19.52x 20.72x 17.77x 19.96x  17.77x
Prica-core earnings multiple PICE 3277 x 2050« 18.68x 18.59x 17.78x 20.33x  18.39x
Price-book ratio = P/B 73.92%  128.97% 131.46% 146.15% 138.75% 144.46% 133.26%
Price-tangible book ratio = P/TB 73.92% 137.27% 134.15% 195.78% 194.20% 162.58% 155.70%
Price-assets ratio = PiA 12.39% 13.72% 11.63% 16.46% 15.39% 17.98% 14.49%
Valyation Parameters % of % of Offering
Offering + Foundatjon
Pre-Conversion Earnings (Y} $1,804,000 (YrEnd 3/07) ESOP Stock as % of Offering ( 8.00% 8.00%
Pre-Conversien Core Eamings $1,730,800 (YrEnd 307}  Cost of ESOP Borrowings (S) 0.00%
Pre-Conversion Book Value (B) $44,708,000 (3/07) ESOP Amortization (T) 20.00 vyears
Pre-Conv. Tang. Book Value (B) $44,708,000 (3/07) RRP Stock as % of Offering (M 4.00% 4.00%
Pre-Conversion Assets (A) $649,068,000 {3/07) Stock Programs Vesting {N} 5.00 years
Reinvestment Rate; (3/07 1 Yr. T-Bill) 4.300% Fixed Expenses $1,500,000
Tax rate (TAX) 39.00% Variable Expenses (Midpoint) $6562,400 0.80%
A-T Reinvestment Rate(R) 2.989% Percent Soid (PCT) 100.00%
Est. Conversion Expenses (1)(X) 2.29% MHC Assets $0
Insider Purchases $1,250,000 Options as % of Offering (D1} 10.00% 10.00%
Price/Share $10.00 Estimated Option Value (02) 38.70%
Foundation Cash Contrib. (FC) $0 Option Vesting Perlod (03) 5.00 years
Found. Stk Contrib (% of Total Shrs (F 0.00% % of Options taxable (04) 25.00%
Foundation Tax Benefit (Z) $0 Payoff of FHLB Advances {(PA) $0
Weighted Average Rate of Adv 0.00%
.lmn of Pro Forma Valug After Conversion
1. V= P/E * (Y) V= $90,000,000
1-PIE* PCY * ({1-X-E-M-FC-FS)"R - (1-TAXY'EIT - (1-TAXY MINY-(1-{TAKX 04 (01 02)03)
1. V= P/E " (Y) , V= $90,000,000
- PiCore E * PCT ™ {{1-X-E-M-FC-FS}'R - (1-TAX)"EST - (1-TAX)"MMN)-(1-{TAX*04))*(01°02)/Q
2. V= P/B * (B+Z) V= %$80,000,000
1-PB*PCT " (1-X-E-M-FC-F5)
2. V= PITB * (TB+Z) V= $90,000.000
1-PB * PCT " {1-X-E-M-FC-F5)
3. V= PIA* (A+Z+PA) V= $90,000,000
1-P/A*PCT " (1-X-E-M-FC-FS)
Market Value Marke! 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] 11,902,500 0 11,902,500 $10.00 $119,025,000 $119,025,005
Maximum 0] 10,350,000 0 10,350,000 10.00 103,500,000 $103,500.000
Midpoint o[ 9,000,000 0 1000 90,000,000 $90,000,000
Minimum 0 7,650,000 0 7,650,000 10.00 76,500,000 $76,500,000
Shares Issued | Shares Sold  Foundation Total Shares
Valuation Conclugion to MHC to Public Shares Issued
Supermaximum 0.000% 100.000% 0.000% 100.000%
Maximum 0.000% 100.000% 0.000% 100.000%
0.000% 100.000% 0.000% 100.000%
0.000% 100.000% 0.000% 100.000%



Exhibit IV-8
PRO FORMA EFFECT OF CONVERSION PROCEEDS

Beacon Federal Bancorp, Inc., East Syracuse, NY
At the Minimum 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 Income from Offering Proceeds

Net Conversion Proceeds
Less: Cash Contribution to Foundation
Less: Payoff of FHLB Advances

Less: Non-Cash ESOP/MRP Stock Purchases (1)

Net Conversion Proceeds Reinvested
Estimated net incremental rate of return
Earnings Increase

Plus: A-T Reduction in FHLB Adv. Interest Expense
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

4. Pro Forma Earnings

12 Months ended March 31, 2007 (reported)

12 Months ended March 31, 2007 (core)

Before
5. Pro Forma Net Worth Conversion
March 31, 2007 $44,708,000
March 31, 2007 (Tangible) $44 708,000
Before Net Caital
6. Pro Forma Assets Conversion Proceeds
March 31, 2007 $649,068,000  $65,266,960

Before
Conversion

51,804,000
$1,730,800

Net Capital
Proceeds

$65,266,960
565,266,960

Paydown of
FHLB Adv.

30

Net
Earnings
Increase

$856,470
$856 470

Tax Benefit

of Foundation

$76,500,000
0
$76,500,000

$76,500,000
2,053,040
$74,445,960

$74,446,960
0
0
{2.180,000)
$65,266,960
2.99%
$1,950,829
0
0
(186,660)
(373,320)
(534,379
$856,470

After
Conversion

$2,660,470
$2,687,270

After
Conversion

$0
$0

Tax Benefit

of Foundation

$109,974,960
$109,974,960

After
Conversion

$0

(1) Includes ESOP purchases equal to 8.00% of the offering, and stock program

purchases equal to 4.00% of the offering.

(2) ESOP stock amortized over 20 years, and amortization expense is tax effected at 39%.

{3) Stock programs amortized over 5 years, and amortization expense is tax effected at 39%.
{4) Option valuation based on Black-Scholes model, 10 year vesting, and assuming 25% taxable.

$714,334,960



Exhibit IV-8

. PRO FORMA EFFECT OF CONVERSION PROCEEDS
Beacon Federal Bancorp, Inc., East Syracuse, NY

At the Midpoint of the Range

1. Market Value of Shares Sold In Offering:

Market Value of Shares Issuad to Foundation:

Total Market Valug of Company:

2. Offering Proceeds of Shares Scld In Offering
Less: Estimated Offering Expenses
Net Conversion Proceeds

3. Estimated Additional Equity and income from Offering Proceeds

Net Conversion Proceeds
Less: Cash Contribution to MHC
Less: Payoff of FHLB Advances

Less: Non-Cash ESOP/MRP Stock Purchases (1)

Net Conversion Proceeds Reinvested
Estimated net incremental rate of return
Earnings Increase

Plus: A-T Reduction in FHLB Adyv, Interest Expense

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

4. Pro Forma Earnings

12 Months ended March 31, 2007 (reported)
12 Months ended March 31, 2007 (core)

Before
Conversion

5. Pro Forma Net Worth
March 31, 2007
March 31, 2007 (Tangible)
Before Net Capital
6. Pro Forma Assets Conversion Proceeds

544,708,000
$44,708,000

WMarch 31, 2007

{1) Includes ESOP purchases equal to 8.00% of the offering, and stock program

purchases equal to 4.00% of the offering.

$649.068 000  $77,047,600

Before
Conversion

$1,804,000
$1,730,800

Net Capital
Proceeds

$77,047,600
$77,047 800

Paydown of
FHLB Adv.

$0

Net
Eamings
Increase

31,015,471
$1,015471

Tax Benefit

of Foundation

30
30

Tax Benefit

of Foundation

30

{2) ESOP stock amortized over 20 years, and amortization expense is tax effected at 39%.
(3) Stock programs amortized over 5 years, and amortization expense is tax effected at 39%.

. (4) Option valuation based on Bfack-Scholes model, 10 year vesting, and assuming 25% taxable.

$90,000,000
0
$90,000,000

$50,000,000
2,152 400

rle— dr—rr—

$87,847 600

$87,847.600
0
0
{10,800,000)
$77,047,600
2.99%
$2,302,953
0
0
(219,600)
(439,200)
(628,682)
$1,015,471

After
Conversion

$2,819,471
$2,746,271

After
Conversion

$121,755,600
$121,755,600

After

Conversion

$726,115,600




Exhibit IV-8
PRO FORMA EFFECT OF CONVERSION PROCEEDS
Beacon Federal Bancorp, Inc., East Syracuse, NY
At the Maximum of the Range

1. Market Value of Shares Sold !n 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 Offering Proceeds
Net Conversion Proceeds

$103,500,000
0
$103,500,000

$103,500,000

2,251,760
$101,248,240

$101,248,240

Less; Cash Contribution to MHC 0
Less: Payoff of FHLB Advances 0
Less: Non-Cash ESOP/MRP Stock Purchases (1) {12,420,000)
Net Conversion Proceeds Reinvested $88,828,240
Estimated net incremental rate of return 2.99%
Earnings Increase $2.655,076
Plus: A-T Reduction in FHLB Adv. Interest Expense 0
Less: Estimated cost of ESOP borrowings 0
Less: Amortization of ESOP borrowings(2) (252,540)
Less: Stock Programs Vesting (3) (505,080)
Less: Option Plan Vesting (4) {722.984)
Net Earnings increase $1174,472
Net
Before Earnings After
Pro Forma Earnings Conversion Increase Conversion
12 Months ended March 31, 2007 (reported) $1,804,000 $1,174,472 $2,978,472
12 Months ended March 31, 2007 (core) $1,730,800 $1,174,472 $2,905,272
Before Net Capital Tax Benefit After
Pro Forma Net Worth Conversion Proceeds of Foundation Conversion
March 31, 2007 $44,708,000 $88,828,240 $0 $133,536,240
March 31, 2007 (Tangible) $44,708,000 $88,828,240 50 $133,536,240
_ Before Net Capital Paydown of Tax Benefit After
Pro Forma Assets Conversion Proceeds FHLE Adv. of Foundation Conversion
March 31, 2007 $649 068,000 $88,828,240 %0 $0 $737,896,240

{1) Includes ESOP purchases equatl to 8.00% of the offering, and stock program
purchases equal to 4.00% of the offering.
(2) ESOP stock amontized over 20 years, and amortization expense is tax effected at 39%.
(3) Stock programs amortized over 5 years, and amortization expense is tax effected at 39%.
{4) Option valuation based on Black-Scholes model, 10 year vesting, and assuming 25% taxable.




- Exhibit 1V-8
. PRO FORMA EFFECT OF CONVERSION PROCEEDS
Beacon Federal Bancorp, Inc., East Syracuse, NY

At the Supermaximum Value

1.  Market Value of Shares Sold in Offering: $119,025,000
Market Value of Shares Issued to Foundation: 1]
Total Market Value of Company: ' $119,025,000
2. Offering Proceeds of Shares Sold In Offering $119,025,000
Less: Estimated Offering Expenses 2,366,024
Net Conversicn Proceeds $116,658,976
3. Estimated Additional Equity and Income from Offering Proceeds
Net Conversion Proceeds $116,658,976
Less: Cash Contribution to MHC 0
Less: Payoff of FHLB Advances 0
Less: Non-Cash ESOP/MRP Stock Purchases (1) (14,283.000)
Net Conversion Proceeds Reinvested $102,375,976
Estimated net incremental rate of return 2.99%
Earnings Increase $3,060,018
Ptus: A-T Reduction in FHLB Adv. Interest Expense 0
Less: Estimated cost of ESOP borrowings o
Less: Amoriization of ESOP borrowings(2) (290,421)
Less: Stock Programs Vesting (3) (580,842)
Less: Option Plan Vesting (4) (831.431)
Net Earnings Increase $1,357,324
Net
Before Earnings After
4.  Pro Forma Earnings ~ Conversion Increase Conversign
12 Months ended March 31, 2007 (reported) $1,804,000 $1,357,324 $3,161,324
12 Months ended March 31, 2007 (core) $1,730,800 $1,357,324 $3,088,124
Before Net Capital Tax Benefit After
5. Pro Forma Net Worth Conversion Proceeds of Foundation Conversion
March 31, 2007 $44 708,000 $102,375,976 30 $147,083,976
March 31, 2007 (Tangible) $44,708,000 $102,375,976 $0 $147,083,976
Before Net Capital Paydown of Tax Benefit After
6. ProForma Assels Conversion Proceeds FHLB Adyv. of Foundation Conversion
March 31, 2007 $649,068,000 $102,375,976 %0 $0 $751,443,976

purchases egual to 4.00% of the offering.

(1) Includes ESOP purchases equal to 8.00% of the offering, and stock program

(2) ESOP stock amortized over 20 years, and amortization expense is tax effected at 39%.
(3) Stock programs amortized over 5 years, and amortization expense is tax effected at 39%.
(4) Option valuation based on Black-Scholes model, 10 year vesting, and assuming 25% taxable.
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EXHIBIT V-]
Rp® Financial, LC.
Firm Qualifications Statement



RP® FINANCIAL, LC.
Financial Services Industry Consultants

FIRM QUALIFICATION STATEMENT

RP® Financial provides financial and management consulting, merger advisory and valuation services to the financial
services industry nationwide. 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 staff, careful structuring of strategic
plans and transactions and providing sophisticated valuation analyses consistent with accepted valuation practices. RP®
Financial’s staff draws from backgrounds in consulting, valuation, regulatory agencies and investment banking. Our
clients include commercial banks, thrifts, credit unions, mortgage companies and other financial service companies.

| STRATEGIC & CAPITAL PLANNING |

RP® F1nanc1al s strategic and capital planning services are designed to provide effective workable plans with quantifiable
results. RP? Financial analyzes strategic options to enhance sharcholder value, achieve regulatory approval or other
established objectives. Our planning services involve conducting situation analyses; establishing mission statements,
strategic goals and objectives; and identifying strategies to enhance franchise and/or market value, capital management,
earnings improvement, operational matters and organizational issues. Strategy development typically focuses on: capital
formation and management, asset/liability targets, profitability, return on equity and market value of stock. Our proprietary
financial simulation models provide the basis for evaluating the financial impact of alternative strategies and assessing
their feasibility/compatibility with regulations and/or other guidelines.

| " _MERGER & ACQUISITION SERVICES |

RP® Financial’s merger and acquisition (M&A) services include targeting potential buyers and sellers, assessing
acquisition merit, conducting detailed due diligence, negotiating and structuring merger transactions, preparing merger
iness plans and financial simulations, rendering fairness opinions, preparing mark-to-market analyses and assisting in
lementing 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 enhancing sharcholder returns.

[ VALUATION SERVICES |

RP® Financial’s extensive valuation practice includes valuations for a variety of purposes including mergers and
acquisitions, thrift mutual-to-stock conversions, insurance company demutualizations, ESOPs, subsidiary companies, mark-
to-market transactions and various other corporation valuation requirements. Our principals and staff are highly
expenenced in performing valuation appraisals which conform with regulatory gmdelmes and appraisal industry standards.
RP® Financial is the nation’s leading valuation firm for mutual-to-stock conversions of thrift institutions.

| OTHER CONSULTING SERVICES & DATA BASES ]

RP® Financial offers other services.including branching and diversification strategies, feasibility studies and special
research studies, RP® Financial assists banks and thrifts prepare CRA plans and related applications. RP® Financial’s
consulting services are aided by in-house data bases and proprietary valuation and financtal simulation models.

ﬁ RP® Financial’s Key Personnel (Years of Relevant Experience) & Contact Information
Ronald S. Riggins, Managing Dircctor (27) (703) 647-6543 mriggins@rpfinancial.com
William E. Pommerening, Managing Director (22)  (703) 647-6546 wpommerening@rpfinancial.com
~ Gregory E. Dunn, Senior Vice President (23) (703) 647-6548 gdunn@rpfinancial.com
James P. Hennessey, Senior Vice President (21) (703) 647-6544 Jhennessey@rpfinancial.com
.James J. Oren, Senior Vice President (20) (703) 647-6549 joren@rpfinancial.com

Washington Headquarters

Rosslyn Center Telephone: (703) 528-1700
1700 North Moore Street, Suite 2210 Z:NQ) Fax No.: (703) 528-1788
Arlington, VA 22209 : Toll-Free No.: (866) 723-0594
www rpfinancial.com ' E-Mail: mail@rpfinancial.com




