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RP® FINANCIAL, LC.
Financial Services Industry Consultants

July 26, 2007

Boards of Directors

Atlantic Coast Federal MHC
Atlantic Coast Federal Corporation
Atlantic Coast Bank

505 Haines Avenue

Waycross, Georgia 31501

Members of the Boards of Directors:

We have completed and hereby provide an updated appraisal of the estimated pro forma
market value of the common stock to be issued by Atlantic Coast Federal Corporation,
Waycross, Georgia (“ACFC” or the “Company”) in connection with the mutual-to-stock
conversion of Atlantic Coast Federal MHC (the “MHC™). The MHC currently has a majority
ownership interest in, and its principal asset consists of, approximately 63.82% of the common
stock of ACFC (the “MHC Shares”), the mid-tier holding company for Atlantic Coast Bank,
Waycross, Georgia (the “Bank™). The remaining 36.18% of ACFC’s common stock is owned by
public stockholders. ACFC, which completed its initial public stock offering in October 2004,
owns 100% of the common stock of the Bank. It is our understanding that ACFC will offer its
stock, representing the majority ownership interest held by the MHC, in a subscription offering
to Eligible Account Holders, 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 community offering to
members of the local community and the public at large.

This Update is furnished pursuant to the requirements of 563b.7 and 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” of the Office of Thrift
Supervision (“OTS") and applicable interpretations thereof.

Our Original Appraisal report, dated June 8, 2007 (the “Original Appraisal’) are
incorporated herein by reference. As in the preparation of our Original Appraisal, we believe the
data and information used herein is reliable; however, we cannot guarantee the accuracy and
completeness of such information.

This updated appraisal reflects the following noteworthy items: (1) a review of recent
developments in ACFC’s financial condition, including financial data through June 30, 2007; (2)
an updated comparison of ACFC’s financial condition and operating results versus the Peer
Group companices identified in the Original Appraisal; and (3) a review of stock market
conditions since the date of the Original Appraisal.

Washington Headquarters

Rosslyn Center

1700 North Moore Street, Suite 2210 Telephone: (703) 528-1700
Arlington, VA 22209 ' Fax No.: (703) 528-1788
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Plan of Conversion and Stock Issuance

On May 7, 2007, the respective Boards of Directors of the MHC, the Company and the
Bank adopted a Plan of Conversion and Reorganization (the “Plan of Conversion™), pursuant to
which the mutual holding company will convert to the stock form of organization. Pursuant to
the Plan of Conversion, (i) the MHC will convert to stock form, (ii) the MHC and the Company
will merge into the Bank and the Bank will become a wholly owned subsidiary of a newly
chartered stock company (the “Company™), (iii) the shares of common stock of the Company
held by persons other than the MHC will be converted into shares of common stock of the
Company pursuant to an exchange ratio designed to preserve the percentage ownership interests
of such persons, and (iv) the Company will offer and sell shares of its common stock to certain
depositors of the Bank, residents of Bank’s local community and shareholders of the Company
and others in the manner and subject to the priorities set forth in the Plan of Conversion. As of
June 30, 2007, the MHC’s ownership interest in ACFC approximated 63.82%. The Company
will also issue shares of its common stock to the public stockholders of ACFC pursuant to an
exchange ratio that will result in the public shareholders owning the same aggregate percentage
of the newly issued ACFC common stock as owned immediately prior to the conversion. As of
June 30, 2007, the public stockholders’ ownership interest in ACFC approximated 36.18%.

Limiting Factors and Considerations

Qur 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 necessarily based upon estimates and projections of a number of matters, all of
which are subject to change from time to time, no assurance can be given that persons who
purchase shares of common stock in the conversion will thereafter be able to buy or sell such
shares at prices related to the foregoing valuation of the pro forma market value thereof.

RP Financial’s valuation was determined based on the financial condition and operations
of the Company as of June 30, 2007, the date of the supplemental financial data included in the
regulatory applications and prospectus.

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

The valuation will be updated as provided for in the conversion regulations and
guidelines. These updates will consider, among other things, any developments or changes in
the Company’s financial performance and condition, management policies, and current
conditions in the equity markets for thrift stocks. These updates may also consider changes in
other external factors which impact value including, but not limited to: various changes in the
legistative and regulatory environment, the stock market and the market for thrift stocks, and
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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.

Discussion of Relevant Considerations

1. Financial Results

Following the preparation of the Original Appraisal, the Company’s June 30, 2007,
financial data became available in the Company’s amended prospectus. Table 1 presents
summary balance sheet and income statement data through June 30, 2007, as well as comparable
data for the period ending March 31, 2007, as set forth in the Original Appraisal.

Growth Trends

The Company’s total assets increased by approximately $12.2 million over the three
months ended June 30, 2007, which was funded by increases in both deposits and borrowed
funds, with the increase in borrowings being modestly greater. The balance of loans increased
modestly during the three month period to equal $668.8 million while the cash and investments
portfolio decreased modestly, by $10.5 million. Equity decreased during the quarter, primarily
as a result of a downward adjustment on the valuation of the AFS securities portfolio and the
payment of cash dividends, which more than offset the level of interim earnings reported during
the quarter.

Loan Receivable

Loans receivable increased from $642.1 million, as of March 31, 2007, to $668.8
million, as of June 30, 2007, while the proportion of loans to total assets also increased modestly
as loan growth exceeded the rate of asset growth. Growth in the loan portfolio reflects a
continuation of recent trends for the last several fiscal years, and reflects management’s efforts to
grow both loans and overall earnings.

Cash, Investments and Mortgage-Backed Securities

The balance of cash, investments and mortgage-backed securities (“MBS™) decreased
modestly overall during the three months ended June 30, 2007, to equal $174.9 million, or 19.5%
of total assets. The Company generally classifies its investments and MBS as AFS at the time of
purchase.

Funding Structure

Deposit balances increased by $3.9 million over the three months ended June 30,
2007, to equal $598.1 million, or 66.6% of total assets. Borrowings consisting of FHLB
advances and repurchase agreements increased over the quarter to equal $142.0 million and
$63.5 million, respectively. As discussed in the Original Appraisal, the Company typically
utilizes borrowings: (1) when such funds are priced attractively relative to deposits; (2) to
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Balance Sheet Data
Assets

Cash and Cash Equivalents
Loans Receivable {net)

Loans Held for Sale

Investment Securities - AFS

Other Investments
FHLB Stock
Intangible Assets
Deposits
Borrowed Funds
Total Equity

Summary Income Statement

Atlantic Coast Federal Corporation
Recent Financial Data

At March 31, 2007

At June 30, 2007

% of
Amount Assets
($000) (%)

$886,216  100.00%
47314  534%
642,068  72.45%
8,392  0.95%
129,402  14.60%
700 0.08%
7988  0.90%
2,874 032%
594201  67.05%
195,500  22.06%
89,951  10.15%

% of
Amount Assets
($000) (%)

$898.415 100.00%
40,036  4.46%
668,837  74.45%
7988  0.89%
126,857  14.12%
0 0.00%

7988  0.89%
2,860  0.32%
598,091  66.57%
205,500  22.87%
89,097  9.92%

Interest Income
Interest Expense

Net Interest Income

Provision for Loan Losses
Net Interest Income after Provisions

Other Operating Income

Operating Expense

Net Operating Income
Net Non-Operating Income

Net Income Before Tax

Income Taxes
Net Income (Loss)

Core Net Income (Loss)

Source: Atlantic Coast Federal Corporation’s audited and unaudited financial statements and RP Financial calculations.

12 Months Ended 12 Months Ended
March 31, 2007 June 30, 2007
% of Avg. % of Avg,

Amount Assets
($000) (%)

$49,148  627%
(27372)  -3.49%
$21,776  2.78%

695)  -0.09%
$21,081  2.69%

7,629 0.97%
(22,180) -2.83%
6,530 0.83%

247 0.03%

6777  0.87%
(,154)  -0.27%
4623 0.59%

$4,470 0.57%

Amount Assets
($000) (%)

$51,759  6.16%
(29.866)  -3.56%
$21,893 261%
(1,000  -0.12%
$20,893  2.49%

7,631 0.51%
23110y -2.75%
5414 0.64%

185 0.02%

5599  0.67%
(1,751)  -021%
$3.848  0.46%

$3,733  0.44%
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lengthen the duration of liabilities; (3) to enhance eamings when attractive revenue enhancement
opportunities arise; and (4) to generate additional liquid funds, if required. Recent growth in
borrowings is primarily attributable to management’s efforts to fund loan growth without relying
solely on deposits.

Equity

Total equity decreased by $0.9 million over the three months ended June 30, 2007 to
$89.1 million. As discussed above, equity decreased during the quarter, primarily as a result of a
downward adjustment on the valuation of the AFS securities portfolio and the payment of cash
dividends, which more than offset the level of interim earnings reported during the quarter. The
reduction in equity coupled with the impact of balance sheet growth caused the equity/assets
ratio to diminish, from 10.15% as of March 31, 2007, to 9.92% as of June 30, 2007.

Income and Expense Trends

The Company’s eamnings diminished based on updated financial data,
notwithstanding ongoing balance sheet growth as earnings continue to be negatively impacted by
spread compression and increased operating costs. These trends are described more fully below.

Net Interest Income

The Company’s net interest income increased slightly, as the positive impact of
balance sheet growth which increased the level of interest-earning assets was substantially
mitigated by ongoing spread compression. For the 12 months ended June 30, 2007, the
Company’s net interest income totaled $21.9 million (2.61% of average assets), which reflects a
slight increase on an absolute dollar basis from a level of $21.8 million (2.78% of average
assets), reported for the 12 months ended March 31, 2007.

Loan Loss Provisions

Provision for loan losses increased based on updated financial data and equaled $1.0
million for the 12 months ended June 30, 2007.

Non-Interest Income

Non-interest income for the most recent 12 months remained substantially unchanged
relative to the level reported in the Original Appraisal, and totaled $7.6 million, equal to 0.91%
of average assets. The largest component of the Company’s non-interest income consists of
deposit services charges and fees, which are earned primarily based on transaction services for
deposit account customers. Other components of non-interest income include returns on the
investment in BOLI, and from other financial services including debit card interchange income
and safe deposit box rentals.

Operating Expenses

The Company’s operating expenses have increased in recent years due to asset growth,
emphasis in commercial lending, and branching, both from acquisition and de novo branching.
In particular, cost increases have been associated with expanded commercial lending activities
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and the need to maintain compensation levels in line with the market in a highly competitive
banking environment. Similarly, increasing benefit costs including the expense of the stock-
based benefit plans and such benefits as medical insurance premiums have also been a factor in
increasing compensation costs. For the 12 months ended June 30, 2007, the Company’s
operating expenses equaled $23.1 million, or 2.75% of average assets, which represents an
increase of $930,000 from the level of $22.2 million, or 2.83% of average assets for the 12
months ended March 31, 2007.

Operating expenses are expected to increase on a post-offering basis as a result of the
expense of the stock-related benefit plans, as well as to the planned branching and growth
initiatives which are currently underway. At the same time, continued balance sheet growth and
reinvestment of the offering proceeds should largely offset the anticipated expense increase.

Taxes

The Company’s tax rate approximated 31.3% for the 12 months ended June 30, 2007,
in comparison to the 31.8% effective tax rate for the 12 months ended March 31, 2007.

Efficiencv Ratio

The Company’s efficiency ratio worsened modestly from 75.43% for the 12 months
ended March 31, 2007, to 78.28% for the 12 months ended June 30, 2007. On a post-Offering
basis, the efficiency ratio may show some improvement from the benefit of reinvesting the
proceeds from the Offering. However, a portion of the benefit may be offset by the increased
expense of the stock benefit plans.

2. Peer Group Financial Comparisons

Tables 2 and 3 present the most updated financial characteristics and operating results
available for Company, the Peer Group and all publicly-traded savings institutions. The Peer
Group has been modified to exclude Great Pee Dee Bancorp, Inc. of SC due to the recent
announcement of its intent to sell control to another larger financial institution. The remaining
nine financial institutions comprising the Peer Group in our Original Appraisal remain
unchanged.

Financial Condition

In general, the comparative balance sheet ratios for the Company and the Peer Group
did not vary significantly from the ratios examined in the Original Appraisal analysis (see Table
2). Relative to the Peer Group, the Company’s interest-earning asset composition continued to
reflect a modestly higher level of loans (75.3% of assets for the Company versus 71.1% for the
Peer Group on average) and a lower level of cash, MBS and investments (19.5% for the
Company versus 23.1% for the Peer Group). The Company’s funding composition continued to
be similar to the Peer Group based on deposits/assets ratios of 66.6% and 68.9%, respectively,
and borrowings/assets ratios of 22.9% and 18.7%, respectively.
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The Company’s net worth ratio of 9.9% of assets continues to fall between the Peer
Group median and average ratio of 10.8% and 8.6%, respectively, even before the completion of
the Offering. The Company’s pro forma tangible capital position will increase with the addition
of stock proceeds. The increase in ACFC’s pro forma capital position will be favorable from a
risk perspective and in terms of future eamnings potential that may be realized through leverage
and lower funding costs. At the same time, the Company’s higher pro forma capitalization will
also result in a lower return on equity. Both the Company’s and the Peer Group’s capital ratios
continue to reflect capital surpluses with respect to the regulatory capital requirements.

The growth rate section of Table 2 shows annual growth rates for key balance sheet
items for the most recent 12 month period available for the Company and the Peer Group. The
Company’s asset and loan growth remained well above the Peer Group average, primarily
attributable to efforts to expand lending, particularly following the completion of the minority
stock issuance in 2004. Similarly, the growth for deposits continued to exceed the Peer Group
average as ACFC sought to fund targeted asset growth. Importantly, as discussed in the Original
Appraisal, much of the Company’s deposit growth has been accomplished with CDs which the
Company has priced on a highly competitive basis in order to realize the targeted growth
objectives.

The Company’s equity decreased by 6.31% whiles the Peer Group’s equity increased
by 7.22%. In contrast to the Peer Group, the Company’s equity has diminished as a result of
comparatively aggressive stock repurchases and owing to its dividend policy. On a post-offering
basis, the Company’s capital growth rate is expected to remain comparatively modest as the
benefit of reinvestment of the Offering proceeds may be offset by additional share repurchases,
the payment of dividends and as expenses may likely increase reflecting the impact of the
expanded stock benefit plans.

Income and Expense Trends

ACFC and the Peer Group reported net income to average assets ratios of 0.46% and
0.68%, respectively, based on updated financial data. The Company’s modestly lower ROA
continues to be the result of a higher ratio of operating expenses to average assets a diminishing
ratio of net interest income to average assets which has fallen below the Peer Group average. At
the same time, non-interest fee income remains at favorable levels in comparison to the Peer
Group average.

The Company’s net interest income ratio of 2.61% to average assets diminished to
levels modestly lower than the Peer Group average of 2.79% in contrast to near parity of their
respective ratios in the Original Appraisal. As discussed in the preceding section, the

Company’s interest income increased slightly but the ratio diminished as a result of balance sheet
growth.

Non-interest operating income continued to be a higher contributor to ACFC’s earnings
relative to the Peer Group, at 0.97% and 0.47%, respectively. As discussed in the Original
Appraisal, non-interest income for the Company exceeds the Peer Group average primarily
reflecting the high level of fee income generated through the Company’s deposit accounts and
ATM network. Moreover, the level of fee income reflects in part, the high level of transaction
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accounts and the recent imposition of a revamped service fee schedule. Importantly, while the
Company has benefited from the high level of fee income, there have been offsetting operating
costs associated with ACFC’s base of transaction accounts as noted below.

The Company’s operating expense ratio remains above the Peer Group average
(2.74% of average assets for the Company versus 2.33% of average assets for the Peer Group).
As discussed in the Original Appraisal, the Company’s higher overhead cost structure is the
reflective of the expense of maintaining its base of transaction accounts and providing retail
banking services through 13 offices and the related personnel expenses.

The Company’s efficiency ratio (operating expenses as a percent of the sum of non-
interest operating income and net interest income) of 78.3% remains less favorable than the Peer
Group’s ratio of 72.1%. On a post-offering basis, the Company’s efficiency ratio may improve
marginally with the reinvestment of the offering proceeds. Thus, the Company’s efficiency ratio
is expected to remain at an advantage.

While loan loss provisions for the Company and the Peer Group were limited, the
Company’s ratio remained less favorable at 0.12%, versus 0.02% (recovery) of average assets for
the Peer Group.

Non-operating income and expense were negligible for ACFC and the Peer Group
enhancing their overall comparability and limiting the need for valuation adjustment in the
section to follow.

The Company’s effective tax rate for the last 12 months of 31.3% is modestly higher
than the Peer Group average of 26.8%. The Company expects that its effective tax rate will .
continue to approximate the recent historical level in fiscal 2007, and thus may continue to be
modestly above the Peer Group average.

3. Stock Market Conditions

Since the date of the Original Appraisal, the broader stock market has trended higher.
Stocks eased lower in late-May, reflecting profit taking and concerns about a pullback in China’s
stock market. Inflation worries and higher rates pushed stocks lower in early-June, while a
strong retail sales report for May triggered a rebound in the stock market in mid-June. Stocks
generally traded lower in the second half in June on continued inflation concerns, as well as
higher oil prices and concerns about weakness in the housing market. However, the broader
stock market showed a positive trend at the start of third quarter of 2007, with the DJIA closing
at several record highs in early- and mid-July. The DJIA experienced a degree of volatility, as
the DJIA reached a low of 13,267 on June 7, 2007, followed by a general rising trend. In
addition, the DJIA increased by approximately 284 points on July 12, 2007, the highest one-day
increase in four years. A positive report on manufacturing activity in June, healthy job growth
reflected in the June employment report and merger news contributed to the stock market rally.
However, volatility increased over the last two trading weeks and after closing above 14000 for
the first time ever, the market sold off significantly with the DJIA losing 470 points in the three
trading days through and including July 26, 2007, over concerns regarding the strength and
direction of the housing market and the related market for mortgage securities (i.e., rising
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delinquency rates were experienced in all mortgage sectors and not just the subprime market).
On July 26, 2007, the DJIA closed at 13473.57 or 0.4% higher since the date of the Original
Appraisal and the NASDAQ closed at 2599.34 or 1.0% higher since the date of the Original
Appraisal.

Overall, thrift issues have not matched the performance of the broader stock market since
the date of the Original Appraisal, and have declined in value. Merger news provided a boost to
thrift stocks heading into late-May, but the gains were not sustained as thrift stocks traded lower
on news of stronger than expected economic data and higher interest rates. A favorable
employment report for May boosted thrift stocks at the start of June, which was followed by a
general downturn in thrift stocks going into mid-June on higher interest rates. Higher interest
rates and lackluster housing data furthered the downward trend in thrift stocks during the second
half of June. The thrift sector continued to struggle at the beginning of the third quarter of 2007
on earnings worries and the widening meltdown in the subprime market as Standard & Poor and
Moody’s announced plans to downgrade backed by subprime mortgages. Bargain hunting and
strength in the broader market supported a modest rebound in thrift stocks in mid-July. In the
latter part of July, the market tumbled again as credit quality concerns related to the strength of
the economy and mortgage market translated into falling prices. On July 26, 2007, the SNL
Index for all publicly-traded thrifts closed at 1511.4, a decrease of 11.3% since the date of the
Original Appraisal.

The updated pricing measures for the Peer Group and for all publicly traded thrifts
generally showed noticeable changes since the Original Appraisal date. One Peer Group
member, Great Pee Dee Bancorp of SC announced on July 12, 2007 that it agreed to be acquired,
and thus, this Peer Group company has been removed from both the Original Appraisal data and
the updated data shown in Table 4. The Peer Group’s updated price/book and price/tangible
book ratios, and price/earnings and price/core earnings multiples decreased due to overall lower
stock prices (since the date of the Original Appraisal, as all nine of the remaining Peer Group
companies were trading at lower prices as of July 26, 2007), with an average stock price decline
of 7.8%, while the earnings and equity based pricing ratios diminished in a range of 8% to 11%.
The pricing ratios of all publicly-traded thrifts also recorded notable declines in terms of the
price/book and price/tangible book value ratios, while the industry-wide price/earnings and
price/core earnings multiples increased due to lower overall earnings. The Peer Group’s updated
pricing measures continued to reflect similar P/E multiples, a lower P/B ratio and a higher P/TB
ratio than indicated for the comparable averages for all publicly-traded thrifts. A comparative
pricing analysis of all publicly-traded thrifts, the Peer Group and recent conversions is shown in
Table 4, based on market prices as of June 8, 2007 and July 26, 2007.
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Table 4
Average Pricing Characteristics
At June 8, At July 26, Percent
2007 2007 Change

Peer Group (1)
Price/Earnings (x) 17.66x 15.78x (10.7)%
Price/Core Earnings (x) 18.86 16.83 (10.8)
Price/Book (%) 129.29% 118.56% (8.3)
Price/Tangible Book (%) 144.32 132.66 (8.1)
Price/Assets (%) 13.32 12.42 (6.8)
All Publicly-Traded Thrifts
Price/Earmings (x) 20.14x 19.65x 2.9H%
Price/Core Earnings (x) 20.08 20.54 2.3
Price/Book (%) 143.68% 126.98% (11.6)
Price/Tangible Book (%) 161.98 144.04 (11.1)
Price/Assets (%) 17.86 16.05 (10.1)
Other
SNL Thrift Index 1703.4 1511.4 (11.3)

(1 Peer Group data is adjusted to exclude Great Pee Dee Bancorp which became subject to
acquisition since the date of the Original Appraisal.

As set forth in the Orniginal Appraisal, the “new issue” market is separate and
distinct from the market for seasoned issues like the Peer Group companies 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 the pricing of converting and existing issues is
perhaps most evident 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 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 recent conversions has pulled back along with the thrift sector in general,
with fewer offerings being oversubscribed and typically reflecting only modest price
appreciation in initial aftermarket trading activity. As shown in Table 5, two standard
conversions, one second-step conversion and three mutual holding company offerings were
completed during the past three months. The second step conversions are considered to be more




100Z "9z Ainp JRLEYA YUY B0 B 0] pRpeAuca AISnosuelnuyg (g) RIS YoM IO Uy $54 5 Supayo 3y soud 1seie ()
“LONMYISUY |BISUELY 13YI0UB (0 uonisinboe peje)dwna Ajsnoaurynas (1) ‘GE8 JOF 10 vendops 91 Junoaow oju) aYe tou a0 {g)
*S|SE] UOISI2AUGS ||y UC ejep ewiio) oid Auediges Buipioy jemny (g) “suclaRsURN SHW Jo) Buueyo appy jo ueaiad & Gy ()
‘uolun p@iy sy (g) “PI@ YIVOW U0 UBY] $§9] NG YEeM SU0 LBy} 10w £ Bupayo )| w2ud 15 {5) “ynu peyender gpo-uoN (1)
IQSMSET-SD IIARGEAY 10N 'HARMDY 10N - N, (PAPRILION - LLN. UEld $$#15NE UOIIAALSD SY PIB [RIDUBLY dY=0108 ‘|BOURLY JY Aq peuuaped (eaeddy - . leioN
wi'e Y ERLYY 4 (1337 %A FERE [WOT- QueE | 00°0LE [T WVZT RIO |RTOZ WTLT  %NIYE (%000 %ol wo'y AL ¥N RIt) %Y L9t %291 WEED [WYYLL 31T § |ISUCITISAUOT ||\ - SUE|PAR
%i'e GE'SE |%)e [143] WET 8Lt NGO LEEE [ 00°0LS [%KE'T %I0Z WD |%rOT XI6T %EIT {%NOLZD weal wi'e YN ¥N %NITE %EY [ 434 WIIZ %P0 [%I¥0L 196  § |suojsisauo) 1Y - ssldereay
RY01-  FERS N30 YE'DS KT YRR WO 1YES 0001 IRE'E WHIL RS0 |RFEIL AT %106 [M000 WOLE %nys N ¥N RITE %Er el $ %81 %aro [wes o2’} ¢ |iswojassaven Aurdwes BuipioH (xrinw - suepan
%0l FERS |R¥O0L FEES (%D GFEE [%NOF 136 | 000LS |NS'E UNTL KYD |%FEE XPRC %106 |%o00 %ObE w9 WN YN %ITL %or PEIL %231 %SY0 NPT pOR'} $ [sUcitisAus) Aukdwoy Bulpiol [vmihp - salvizay
%5TH- SL0% |WSTE- GLBS (%00  COOIS |[%00 00'0LS {0QCLS [%EF %LEL %L0 %991 XEEZ %920 (%000 %60 LTS ¥N N %IEL WNSY Lo $ %9t wet0 |%r0’l pIl §| BBOLO-DMIH LOGE9 AN “2u “dioaueg umoewoH
%LB EL6S |%eE ELES  [WNZ9 008S [w6L- (268 | O0°CIS |%0Z HZ'ZL WEO |%RZOZ XEPF WYLE [%0DD %L %8 KI0PNI0E SO %IEL %r¥ VOEZ  $ %02 %050 [%er Ll EEY'E § | DYOSYN-IONE 914 'd “"dul ‘disdueg [ehinky jenigausg
ny'yr e %y nes %YL RS N0 0963 | 00°0LE [REC NVIT KEO |RETT ¥ZIZ %ETOL|%09) %i's %eL ¥'N YN Vel Ki¥ [y 147 $|%L9 %S0 |%9LTI MG § |SUOIBIeAUG) daig puceg -
k1R et |Ryy rees %¥L- pEs 1%0r 0968 | 00°0ES [RUEE NVIT NwO %NIT xIIZ NeToL|N09H %6 %L ‘N TR Wil %Ki L6k} $ %9 %e0 |%e1'Ey MSE 8 |isusitisauc) dayg puoang -
%G 3 FeES |99 re'6s KO- vA6S [%0F 0968 |000LS [%ET WRILZZ WED |NEZZ KZ'UZ  RE'TOL|NRATE %EE %Gl YN ‘YN %8 %5 L'6E4 $|%i9  %STO |%GLTS 196 $ | DVASYN-288Y LVBTS
NP MRS NP SRS [WNEL S8R (RE'T U0 [ 00°0MS |NTE WL9Z WTD [WEHE MEEZ %E'6Z %000 %00} wot ¥'N "N %RATE %OOL  L'eE $ %05 WAL0 |%YN'0} §S1  § |TSUCITIBAUOD PITPURG - SUEpEN
R RS [NF S NP SEES [NE'T ST°01S | 00TDIS [NEC N8I NTO (NEUZ XE'ST %WEZL {%O0OD %00} 0§ N "N WATL %N00L vt $ %09y %eLo {%99'03 E£3  § |ISUCILISAUGD PITPURS - SalRIsAY
%00L- O006% [%00L- 006% RO'L- OC8S [%0Z- 0863 |00OLS [%ZFr RE'TIT %RED [%LEL XEO0Z  %EPE {N0GO %00l %09 ‘¥'N ‘¥'N %ZCL %00L 6Tl $ %P3 %GFL |%BEL 10 $ | B8010-0IND 20512 [1l.wd “au) 'dioaueg xro Jujenn
%Z'L ZL0LS (W2 ZLU0LS %Oy 0y 018 |%S6 SE0LS | ODOLS [%FZT RELE %D |%SET XGIT %GGL %000 %001 %00 N ¥N %0ZL %001 59 € |%Zs8 w210 |%rlct 9L $ | DVOSVYN-DEYT LOAOLIL ¥ "2u| 'diasueg wunsine
FTUOIRISAUD] PIERURIS
[ (G [C] %} (3] (%) ® | @ fw) W T [ W W T} %) [ (] ls) (%) {0 [EAC] %] Qi)
Fueqy  I0/9%i1 |9Tuend [STmuow [Pbuedd [VNeam 5 fed | WiId |08 VAL Vod (Wd Td @800 | ReIK | RS Wondo tWeld 4053 | BUFC  iod PN FAIRHO  I0id WY TRV |y BRIV e #e0 [ o
L) Yy % i % 1wy % Bupry| Odl | 0D ] Ll pUapAIg ng  Boray 0% 0% % £5015 ‘$%H  /SvdN |sAnb3 ELL D
layy loyy L F ] teniy SUEIJ NRUIE
“adud Buiseio “SMIRYD |EOUBULY {e)sonry Bunyd ‘upd IVEND % AUND SqEBYD Aujeng a5y “ojU) (RFUEUl
spuasL Buirg Oairisod Rl BULI Qi SASEUSING Japisyy o o BUyRiO w0 URRIIAuoT d UONELLIOJU] [RUOUNISY)

(sqiuopy 221y ] yseY) payddwor) suoISIIANOY) JUIIIY
SPUL L JIYAB-J3)3 Y pUE SINSIIYIBaRY) Burdnnyg

PRILLAR

£ 28pg
L0027 '9Z Anp
s4013241(7 fo pavog




Board of Directors
July 26, 2007
Page 14

relevant for our analysis. The only second step conversion completed in the three months ended
July 20, 2007, was by Abington Bancorp which represents a similarly-sized transaction (from the
standpoint of total assets and market capitalization). Abington Bancorp of PA closed between
the minimum and the midpoint of its offering range at a pro forma P/TB ratio of 102.9%, while
the pro forma P/E multiple was 27.2 times — Abington Bancorp was trading below its [PO price
(i.e., 6.6% below) as of July 26, 2007.

Current market weakness is also evidenced in the aftermarket price performance of two
other recent second step transactions completed in 2007 involving relatively large mutual
holding companies. Both Peoples United Financial Corp. of CT which completed its second step
conversion in April 2006 and Westfield Financial, Inc. of MA which completed its second step
conversion transaction in January 2007 were trading below their IPO prices. In terms of their
current market pricing ratios, these three recent converted companies were trading at a median
P/TB ratio of 101.08% and a median P/E multiple of 25.40 times. A summary of the current
market pricing of these recent second step conversions involving relatively large institutions is
shown in the schedule below.

Pricing Characteristics and Trends of
Large Second Step Conversion Transactions Completed in 2007

Pro Forma

Conversion Price asof  Change As of July 26, 2007

Institution ST. Date  Ticker  Assets July26 2007 From IPO P/TB PE

(3Mil) %) (Yo} (%) (%)

Second Step Transactions

Abington Bancorp, Inc. PA 6/28/07 ABBC § 951 § 9.34 -6.6% 96.11%  25.40x
Peoples United Fin. Corp. CT 4/16/07 PBCT  $ 10,696 §$ 16.73 -16.4% 118.95%  24.26x
Westfield Financial, Inc. MA 1/4/07 WFD $ 837 § 9.09 -9.1% 101.08%  30.91x
Average -10.68% 105.38% -~ 26.86x
Median -9.10% 101.08%  25.40x

Valuation Approaches

In applying the pro forma market value approach to valuation promulgated by the federal
and state regulatory agencies, we considered the three key pricing ratios in valuing ACFC’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 conversion
proceeds. In computing the pro forma impact of the Conversion and the related pricing ratios,
we have incorporated the valuation parameters disclosed in ACFC’s prospectus for reinvestment
rate, effective tax rate, offering expenses and stock benefit plan assumptions, and foundation
contribution (summarized in Exhibits 2 and 3). In our estimate of value herein, we assessed the
relationship of the pro forma pricing ratios relative to the Peer Group, taking into account the
valuation adjustments noted in the Original Appraisal.
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In examining the valuation adjustments made relative to the Peer Group in the Original
Appraisal, we concluded that no adjustment for financial condition or earnings prospects were
necessary, as the relationship of these parameters relative to the Peer Group remain relatively
unchanged based on updated financial data for both. Most of the other valuation adjustments
relative to the Peer Group were unchanged including the parameters concerning asset growth,
primary market area, dividends, liquidity, management and effect of government regulation and
regulatory reform.

The most significant new information that would lead us to a different conclusion other
than that reached in our Original Appraisal pertains to the deterioration in the thrift stock market
as reflected in the market for thrift stock and the performance in the new issue market.
Specifically, the Peer Group’s earnings multiples are down in the range of 11% while the P/B
and P/TB ratios have diminished by approximately 8%. Likewise, the pricing ratios of all
publicly traded thrifts have diminished since the date of the Original Appraisal while the SNL
Thrift Index has declined by 11.3%. The new issue market has also weakened as offerings such
as Abington Bancorp’s second step stock offering closed near the minimum of the offering range
and traded down in aftermarket trading. Moreover, companies completing their second step
conversion transactions earlier in the year, including Peoples United Fin. Corp and Westfield
Financial, Inc. were trading below their IPO prices. PO market weakness has also been
exhibited within other transaction structures. In this regard, recent offerings mutual holding
company offerings by Beneficial Mutual Bancorp of PA and Hometown Bancorp of NY as well
as Quaint Oak Bancorp’s standard conversion offering traded lower in aftermarket trading.
Taking the foregoing into account, we have revised the Marketing of the Issue valuation
parameter to a “Slight Downward™ adjustment in this updated valuation from “No Adjustment”
in our Original Appraisal.

Valuation Adjustment

Kev Valuation Parameters; Original Appraisal Updated Appraisal
Financial Condition Moderate Upward Moderate Upward
Profitability, Growth and Viability of Earnings  Slight Upward Slight Upward
Asset Growth Moderate Upward Moderate Upward
Primary Market Area Slight Upward Slight Upward
Dividends No Adjustment No Adjustment
Liquidity of the Shares Slight Upward Slight Upward
Marketing of the Issue No Adjustment Slight Downward
Management No Adjustment No Adjustment
Effect of Government Regulations and

Regulatory Reform No Adjustment No Adjustment

Based on the application of the three valuation approaches, incorporating the relative peer
group valuation adjustments above and taking into consideration the change in the Marketing of
the Issue valuation parameter from “No Adjustment” in the Original Appraisal to a “Slight
Downward” valuation adjustment in this updated appraisal, RP Financial concluded that, as of
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July 26, 2007, the aggregate pro forma market value of ACFC’s conversion stock was
$211,521,980 at the midpoint, equal to 21,152,198 shares at $10.00 per share. The midpoint and
resulting valuation range is based on the sale of a 63.82% ownership interest to the public, which
provides for a $135.0 million public offering at the midpoint value. The valuation reflects a
10.0% decrease relative to the midpoint pro forma value established in the Original Appraisal.
In arriving at this valuation conclusion, we have continued to evaluate each of the three pricing
ratios and give similar weight to each approach as in our Original Appraisal. These are
discussed below.

P/E Approach. The application of the P/E valuation method requires calculating ACFC’s
pro forma market value by applying a valuation P/E multiple to the pro forma earnings base. In
examining the valuation earnings base for the Company, we considered the reported trailing 12
months through June 30, 2007, as well as the core earnings base excluding non-recurring
earnings. Specifically, in deriving the Company’s core earnings, we adjusted reported earnings
of $315,000 for net gains on the sale of investment securities and loans of $185,000 and the
related tax impact. Thus, as shown below, the Company’s core earnings were calculated to equal
$3,733,000.

Amount
($000)
Trailing 12 Month Net Income (06/30/07) $3,848
Plus: Gains on Sale of Investments and Loans (185)
Tax Effect (1) 70
Core Earnings Estimate $3,733

(H) Reflects a 38% tax rate on adjustments.

Based on the reported and estimated core earnings and incorporating the impact of the
pro forma assumptions discussed previously, the Company’s pro forma reported and core P/E
multiples at the updated midpoint value of $211.5 million equaled 33.24 times and 33.85 times,
respectively. The P/E premium relative to the Peer Group based on reported earnings increased
from 79.3% at the midpoint to 110.5% in this Update while the P/E premium relative to the Peer
Group based on core earnings increased to 101.1% in the Update, versus a 71.4% premium at the
midpoint in the Original Appraisal. In evaluating the appropriateness of the earnings multiples
in the updated valuation, RP Financial considered the indicated discounts pursuant to the book
value approach.

P/B Approach. The application of the P/B valuation method requires calculating ACFC’s
pro forma market value by applying a valuation P/B ratio to the Company’s pro forma book
value. As before, we also examine the price/tangible book ratio (“P/TB”), adjusting for the
impact of intangible assets for the Peer Group. Based on the $211.5 million updated midpoint
valuation, ACFC’s pro forma P/B and P/TB ratios have decreased to 102.13% which represents a
3.7% reduction relative to the midpoint P/TB ratio of 106.10% in the Original Appraisal.
Accordingly, the P/TB discount relative to the Peer Group has decreased modestly from 26.5%




Board of Directors
July 26, 2007
Page 17

in the Original Appraisal to 23.0% in this updated appraisal, notwithstanding the reduction in the
valuation.

P/A Approach. The P/A valuation methodology determines market value by applying a
valuation P/A ratio to the Company’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 computed herein. At the
updated midpoint of the valuation range, ACFC’s value equaled 20.75% of pro forma assets.
Comparatively, the Peer Group companies exhibited an average P/A ratio of 12.42%, which
implies a premium of 67.1% has been applied to the Company’s pro forma P/A ratio.
Comparatively, the P/A premium was 72.9% in the Original Appraisal.

Trading of ACFC Stock. As of the date of the Original Appraisal (June 8, 2007) stock
price of $18.56 per share and the 13,676,071 shares of ACFC stock outstanding, the Company’s
implied market value of $253.8 million was considered in the valuation process. However, since
the conversion. After filing of the prospectus and the Original Appraisal, ACFC’s stock price
decreased to $14.24 per share as of July 26, 2007, resulting in an implied market value of $194.7
million, which is between the minimum and midpoint of the updated valuation range. We will
continue to evaluate the trading price during the period prior to closing and may give more
weight to the stock price in the future as an indicator of market interest. At the same time, the
speculation in market price prior to closing is no substitute to the fundamental valuation
methodology set forth in the valuation guidelines.

Valuation Conclusion

Based on the foregoing, it is our opinion that, as of July 26, 2007, the estimated aggregate
pro forma market value of the Company, inclusive of the sale of the MHC’s ownership interest
to the public shareholders was $211,521,980 at the midpoint. Based on this valuation and the
approximate 63.82% ownership interest being sold in the public offering, the midpoint value of
the Company’s stock offering is $135,000,000, equal to 13,500,000 shares at a per share value of
$10.00. This updated valuation reflects a 13.33% decrease relative to the valuation conclusion
set forth in the Original Appraisal. The resulting range of value pursuant to regulatory guidelines
and the corresponding number of shares based on the Board approved $10.00 per share offering
price is set forth below. The pro forma valuation calculations relative to the Peer Group are
shown in Table 6 and are detailed in Exhibit 2 and Exhibit 3.

Establishment of the Exchange Ratio

OTS regulations provide that in a conversion of a mutual holding company, the minority
stockholders are entitled to exchange the public shares for newly issued shares of ACFC stock as
a fully converted company. The Board of Directors of the MHC has independently determined
the exchange ratio. The determined exchange ratio has been designed to preserve the current
aggregate percentage ownership in ACFC equal to 36.18% as of June 30, 2007. The exchange
ratio to be received by the existing minority shareholders of ACFC will be determined at the end
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Exchange Shares
Offering Issued to the Exchange
Total Shares Shares  Public Shareholders Ratio

Shares x)
Supermaximum 27,973,782 17,853,750 10,120,032 2.04545
Maximum 24,325,027 15,525,000 8,800,027 1.77866
Midpoint 21,152,198 13,500,000 7,652,198 1.54666
Minimum 17,979,368 11,475,000 6,504,368 1.31466
Distribution of Shares
Supermaximum 100.00% 63.82% 36.18%
Maximum 100.00% 63.82% 36.18%
Midpoint 100.00% 63.82% 36.18%
Minimum 100.00% 63.82% 36.18%
Aggregate Market Value(l)
Supermaximum $279,737,820  $178,537,500  $101,200,320
Maximum 243,250,270 155,250,000 88,000,270
Midpoint 211,521,980 135,000,000 76,521,980
Minimum 179,793,680 114,750,000 65,043,680

(1) Based on offering price of $10.00 per share.

of the offering, based on the total number of shares sold in the subscription and community
offerings. Based upon this calculation, and the valuation conclusion and offering range
concluded above, the exchange ratio would be vary within the range as noted in the schedule
above. RP Financial expresses no opinion on the proposed exchange of newly issued Company
shares for the shares held by the public stockholders or on the proposed exchange ratio.

Respectfully submitted,

RP® FINANCIAL, LC.

D_fp

James P. Hennessey
Senior Vice President
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EXHIBIT 2
PRO FORMA ANALYSIS SHEET
Atlantic Coast Federal Gorporation
Prices as of Juty 28, 2007

Subject Peer Group Georgia Thrifts All Public Thrifts

Waluation Midpoint Pricing Multiples Symbol at Midpoint Mean Median Mean Median Mean Median
Price-earnings muttiple = P/E 33.24 x 15.79x 15.38x NM NM 19.65x 17.68x
Price-core earnings multiple = PICE 3385 x 16.83x 16.25x NM NM 20.54x 18.66x
Price-book ratio = PiB 100.73% 118.56% 108.41% 6.25% 6.25% 126.98% 119.92%
Price-tangible book ratio = PITB 102.13% 132.66% 115.28% 7.71% 7.71% 144.04% 134.56%
Price-assets ratio = PiA 20.75% 12.42% 13.04% 0.39% 0.35% 16.05% 13.61%
aluation Parameters . Adjusted

Pre-Conversion Earnings (Y} $3,848,000 (12 Mths £2/07)  ESDOP Siock [% of Offering + Foundation) (E) 6.00%

Pre-Conversion Core Earnings (Y} $3,733,000 (12 Mths 03/07} Cost of ESOF Borrowings {S) 0.00%

Pre-Conversion Book Value (B) $89,097,000 (2) ESOP Amortization (T) 20.00 Years

Pre-Conv. Tang. Book Value (B) $86,237,000 (2) Stock Program (% of Offering + Foundation (M) 3.00%

Pre-Conversion Assets (A) $898,415,000 Stock Programs Vesting (N} 500 Years

Reinvestmeni Rate (R) 4.90% Fixed Expenses $1,300,000
frax rate (TAX) 38.00% Variable Expenses 1.00%

After Tax Reinvast. Rate (R) 3.04% Percentage Sold (PCT) 63.8232%

Est. Conversion Expenses (1)(X) 1.84% MHC Assets {MHC1) $519,000

Price/Share $10.00 MHC Assets as a % of Offering (MHC2) 0.38%

Foundation Cash Contribution (FC) 0.00% Options as % of Offering (O1) 7.50%

Foundation Stock Contribution (F$) 0.00% Shares Estimated Option Value (02} 22.00%

Foundation Tax Benefit (FT)} 50 Option Vesting Period (O3) 5.00

% of Options laxable (O4) 25.00%
Calculation of Pro Forma Valye Atter Conversion
1, V= PIE * (Y) V= $211,521,980

1- P/E* PCT * ({(3-X-E-M-FS+MHC2)*R - (1-TAX}*(E/T) - {1-TAX}"{M/N}-(1-TAX*04)*(01*02/03))

2. v= PICote E * (YC} V= $211,521,980
1- PiCare E * PCT * ({1-X-E-M-FS+MHC2)'R - (1-TAX}*(E/T) - (1-TAX)'(MIN)}-(1-TAX"04)* (01" 02/03)})

3. v= P/B * (B+FT+MHC1) V= $£211,521,980
1 - PIB * PCT * (1-X-E-M-FC-FS)

4. V= P/TB * (B+FT+MHC1) V= $211,521,980
1-PB * PCT * (1-X-E-M-FC-FS)

5 V= P/A * (A+FT+MHC1) V= $211,521,980
1-PtA* PCT * (1-X-E-M-FC-FS)

Shares 2nd Step Full Plus: Total Market

2nd Step Exchange Conversion Foundation Capitalization  Exchange
Conclusion Dffering Shares Shares Shares Sharey Shares Ratio
Supermaximum 17,853,750 10,120,031 27,973,781 0 27,973,781 2.04545
Maximum 15,525,000 8,800,027 24,325,027 0 24,325,027 1.77866
Midpoint 13,500,000 7,652,198 21,152,198 0 21,152,198 1.54666
Minimum 11,475,006 6,504,368 17,979,358 ] 17,979,368 1.31468
Market Value
’ 2nd Step Full Total Market

2nd Step Exchange Conversion Foundation Capitalization
Conclusion Offering Value  Shares Value § Value Value § Value
Supermaximum $178,537,500  $101,200,310 $279,737,810 $0 $279,737.810
Maximum $155,250,000 $88,000,270 $243,250,270 Q $2423,250,270
Midpoin §135,000,000 $76,521,980 $211,521,980 ] $211,521,980
Minimum $114,750,000 $65,043,683 $179,793,680 o $179,793,680

(1) Estimated offering expenses at midpoint of the offering,
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Exhibit 3
PRO FORMA EFFECT OF CONVERSION PROCEEDS
Atlantic Coast Federal Corporation
At the Minimum of the Range

Fully Converted Value and Exchange Ratio
Fully Converted Value
Exchange Ratio

2nd Step Offering Proceeds

$179,793,680
1.31466

$114,750,000

Less: Estimated Offering Expenses 2,342,979
Plus: MHC Assets 519,000
2nd Step Net Conversion Proceeds $112,926,021

Estimated Additiocnal Income from Conversion Proceeds

Net Conversion Proceeds

$112,926,021

tess: Cash Contribution to Foundation (0)
Less: Stock Contribution to Foundation 0
Less: ESOP Stock Purchases (1) (6,885,000)
Less: Restricted Stock Purchases (2) (3,443,251}
Net Proceeds to be Reinvested $102,597,770
Estimated after-tax net incremental rate of return 3.04%
Earnings Increase $3,116,920
Less: Estimated cost of ESOP borrowings 0
Less: Amortization of ESOP borrowings(3) (213,435)
Less: Stock Programs Vesting (3) (426,963)
Less: Option Plan Vesting (4) (342.775)
Net Earnings Increase $2,133,747
Net
Before Eamings After
Pro Forma Earnings Conversion Increase Conversion
12 Months ended June 30, 2007 (reported) $3,848,000 $2,133,747 $5,981,747
12 Months ended June 30, 2007 (core) $3,733,000 $2,133,747 $5,868,747
Before Net Addition Tax Benefit After
Pro Forma Net Worth Conversion to Equity of Foundation Conversion
June 30, 2007 $89,097,000 $102,597,770 $0 $191,694,770
June 30, 2007 (Tangible) $86,237,000 $102,597,770 $0 $188,834,770
Before Net Cash Tax Benefit After
Pro Forma Assets Conversion Proceeds of Foundation Conversion
June 30, 2007 $898,415,000 $102,597,770 $0  $1,001,012,770

(1) Includes ESOP purchases of 6.00% of the second step offering.

(2) includes Restricted Stock Plan purchases of 3.00% of the second step offering.

(3) ESOP amortized over 20 years, Restricted Stock amortized over 5 years, tax effected 38.00%
(4) Option valuation based on Black-Scholes model, 10 year vesting, and assuming 25% taxable.



Exhibit 3

PRO FORMA EFFECT OF CONVERSION PROCEEDS

Atlantic Coast Federal Corporation
At the Midpoint of the Range

1. Fully Converted Value and Exchange Ratio
Fully Converted Value
Exchange Ratio

2nd Step Offering Proceeds

Less: Estimated Offering Expenses
Plus: MHC Assets

2nd Step Net Conversion Proceeds

2. Estimated Additional Income from Conversion Proceeds

Net Conversion Proceeds
Less: Cash Contribution to Foundation
Less: Stock Contribution to Foundation
Less: ESOP Stock Purchases (1)
Less: Restricted Stock Purchases (2)
Net Proceeds to be Reinvested
Estimated after-tax net incremental rate of return
Earnings Increase
Less: Estimated cost of ESCP borrowings
Less: Amortization of ESOP borrowings(3)
Less: Stock Programs Vesting (3)
Less: Option Plan Vesting (4)
Net Earnings Increase

Before
3. Pro Forma Earnings Conversion
12 Months ended June 30, 2007 (reported) $3,848,000
12 Months ended June 30, 2007 (core) $3,733,000
Before Net Cash
4.  Pro Forma Net Worth Conversion Proceeds

Net
Earnings
Increase

$2,515,732
$2,515,732

Tax Benefit

of Foundation

June 30, 2007
June 30, 2007 (Tangible)

$89,097,000 $120,882,376
$86,237,000 $120,882,376

Before Net Cash

5. Pro Forma Assels Conversion Proceeds

$0
$0

Tax Benefit

of Foundation

June 30, 2007 $898,415,000 $120,882,376

(1} Includes ESOP purchases of 6.00% of the second step offering.

$0

(2) Includes Restricted Stock Ptan purchases of 3.00% of the second step offering.
(3) ESOP amortized over 20 years, Restricted Stock amortized over 5 years, tax effecte 38.00%
{4) Option valuation based on Black-Scheles model, 10 year vesting, and assuming 25% taxable.

$211,521,980
1.54666

$135,000,000
2,485,741
519,000
$133,033,259

$133,033,259
(0)
0
(8,100,000)
(4,050,883)
$120,882,376
3.04%
$3,672,407
0
(251,100)
(502,310)

{403,265)
$2,515,732

After

Conversion

$6,363,732
$6,248,732

After

Conversion

$208,979,376
$207,119,376

After

Conversion

$1,019,297,376




Exhibit 3
PRO FORMA EFFECT OF CONVERSION PROCEEDS
Atlantic Coast Federal Corporation
At the Maximum of the Range

1. Fully Converted Value and Exchange Ratio

Fully Converted Value $243,250,270
Exchange Ratio 1.77866
2nd Step Offering Proceeds $155,250,000
Less: Estimated Offering Expenses 2,628,504
Plus: MHC Assets £19,000
2nd Step Net Conversion Proceeds $153,140,496

2. Estimated Additional Income from Conversion Proceeds

Net Conversion Proceeds $153,140,496
Less: Cash Contribution to Foundation (0)
Less: Stock Contribution to Foundation 0
Less: ESOP Stock Purchases (1) (9,315,000)
Less: Restricted Stock Purchases (2) {4.658,516)
Net Proceeds to be Reinvested $139,166,980
Estimated after-tax net incremental rate of return 3.04%
Earnings Increase $4,227,893
Less: Estimated cost of ESOP borrowings 0
Less: Amortization of ESOP horrowings(3) (288,765)
Less: Stock Programs Vesting (3) (577,656)
Less: Option Plan Vesting (4) (463.755)
Net Eamings Increase $2.897 717
Net
Before Earnings After
3. Pro Forma Earnings Conversion Increase Conversion
12 Months ended June 30, 2007 (reported) $3,848,000 $2,897.717 $6,745,717
12 Months ended June 30, 2007 (core) $3,733,000 $2,897 717 $6,630,717
Before Net Cash Tax Benefit After
4. Pro Forma Net Worth Conversion Proceeds of Foundation Conversion
June 30, 2007 $89,097,000 $139,166,980 $0 $228,263,980
June 30, 2007 (Tangible) $86,237,000 3$139,166,980 $0 $225,403,980
Before Net Cash Tax Benefit After
5. Pro Forma Assets Conversion Proceeds of Foundation Conversion
June 30, 2007 $898,415,000 $139,166,980 $0 $1,037,581,980

(1} Includes ESOP purchases of 6.00% of the second step offering.

(2) Includes Restricted Stock Plan purchases of 3.00% of the second step cffering.

(3) ESOP amortized over 20 years, Restricted Stock amortized over 5 years, tax effe 38.00%
(4) Option valuation based on Black-Scholes mode), 10 year vesting, and assuming 25% taxable.




Exhibit 3
PRO FORMA EFFECT OF CONVERSION PROCEEDS
Atlantic Coast Federal Corporation
At the Supermaximum Value

1. Fully Converted Value and Exchange Ratio

Fully Converted Value $279,737,830
Exchange Ratio 2.04545
2nd Step Offering Proceeds $178,537,500
Less: Estimated Offering Expenses 2,792,681
Plus: MHC Assets 519,000
2nd Step Net Conversion Proceeds $176,263,819

2. Estimated Additional income from Conversion Proceeds

Net Conversion Proceeds $176,263,819
Less: Cash Contribution to Foundation (0
Less: Stock Contribution to Foundation 0
Less: ESOP Stock Purchases (1) (10,712,250)
Less: Restricted Stock Purchases (2) (5,357,293)
Net Proceeds to be Reinvested $160,194,276
Estimated after-tax net incremental rate of return 3.04%
Earnings Increase $4,866,702
Less: Estimated cost of ESOP horrowings 0
Less: Amortization of ESOP borrowings(3) (332,080)
Less: Stock Programs Vesting (3) (664,304)
Less: Option Plan Vesting (4) (533,318)
Net Earnings increase $3,337,000
Net
Before Eamnings After
3. Pro Forma Earnings Conversion Increase Conversion
12 Months ended June 30, 2007 (reported) $3,848,000 $3,337.000 $7,185,000
12 Months ended June 30, 2007 (core) $3,733,000 $3,337,000 $7,070,000
Before Net Cash Tax Benefit After
4.  Pro Forma Net Worth Conversion Proceeds of Foundation Conversion
June 30, 2007 $89,097.000 $160,194,276 $0 $249,291,276
June 30, 2007 (Tangible) $86,237,000 $160,194,276 $0 $246,431,276
Before Net Cash Tax Benefit After
5. Pro Forma Assets Conversion Proceeds of Foundation Conversion
June 30, 2007 $898,415,000 $160,194,276 $0 $1,058,609,276
(1) Includes ESOP purchases of 6.00% of the second step offering. i

{2) Includes Restricted Stock Plan purchases of 3.00% of the second step offering.
(3) ESOP amortized over 20 years, Restricted Stock amortized over § years, tax effect 38.00%
{4) Option valuation based on Black-Scholes model, 10 year vesting, and assuming 25% taxable.
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FINANCIAL, LC.

inancial Services Industry Consultants FIRM QUALIFICATION STATEMENT

RP® Financia) provides financial and management consulting 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 consulting staff, careful structuring of strategic
plans and transactions end providing sophisticated valuation analyses consistent with accepted valuation practices. RP®
Financial's staff draws from backgrounds in consulting, regulatory agencies and investment banking, Our clients include
ommercial banks, thrifts, credit unions, mortgage companies and a variety of financial service companies.

TRATEGIC AND CAPITAL PLANNING

RP® Financial’s strategic and capital planning services are designed to provide effective workable plans with quantifiable
results. In this regard, RP® Financial analyzes strategic options to enhance shareholder value, achieve regulatory approval
or other established objectives. OQur planning services involve conducting situation analyses; establishing mission
statements, strategic goals and objectives; and identifying strategies for enhancement of franchise and/or market value,
capital management and planning, earnings improvement, operational matters and charter and organizational issues.
Strategy development typically includes the following areas: capital formation and management, asset/liability targets,
profitability, return on equity and market value of stock. Our proprietary financial simulation model provides the basis for
evaluating the financial impact of alternative strategics and assessing the feasibility/compatibility of such strategies with
regulations and/or other guidelines.

MERGER AND 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
business plans and financial simulations, rendering fairness opinions, preparing mark-to-market analyses and assisting in
implementing post-acquisition strategies. Through our financial simulations, comprehensive in-house data bases, valuation
expertise and regulatory knowledge, RP® Financial’s M&A consulting focuses on structuring transactions to enhance
shareholder returns.

VALUATION SERVICES

RP® Financial’s extensive valvation 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
experienced in performing valuation appraisals which conform with regulatory guidelines and appraisal industry standards.
RP® Financial is the nation’s leading valuation firm for mutual-to-stock conversions of thrift institutions.

OTHER CONSULTING SERVICES AND DATA BASES

RP® Financial offers other services including branching and diversification strategies, feasibility studies and special
rescarch studies. RP® Financial assists banks and thrifis prepare CRA plans and applications for Community Development
Entity (“CDE”) centification and New Markets Tax Credit (“NMTC”) allocation. RP® Financial’s consulting services are
aided by its in-house data bases resource and proprietary valuation and financial simulation models.

RP® Financial’s Key Personnel (Years of Relevant Experience)
Ronald S. Riggins, Managing Director (25)

William E. Pommerening, Managing Director (21)

Gregory E. Dunn, Senior Vice President (23) END
James P. Hennessey, Senior Vice President (20)

James J. Oren, Senior Vice President (18)

Washington Headquarters BES‘[ AVNLABLE COPY

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




