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Board of Directors
Campello Bancorp, Inc.
The Community Bank
1265 Belmont Street
L Brockton, Massachusetts 02301

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 (the ‘Plan”) described below. This Appraisal

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. Such Valuation Guidelines are relied upon by

® the Federal Deposit Insurance Corporation (‘FDIC”) and the Massachusetts Division of Banks
(the “Division”) in the absence of separate written valuation guidelines.

Plan of Conversion and Reorganization

o Campello Bancorp, Inc. (“CBI” or the “Company”) was organized in 1994, concurrent
with the reorganization of The Community Bank (the “Bank”) from a state-chartered mutual
savings bank into a mutual holding company structure ("MHC"). In conjunction with the
reorganization, CBl was formed and concurrently owns all the capital stock of the Bank. No
stock was issued publicly pursuant to the reorganization. The Bank transferred a small portion
of its retained earnings to CBI for its initial capitalization. At the same time, the Bank converted

® to a state-chartered stock savings bank with the Company owning all of its outstanding stock.
The Company is a bank holding company and conducts its operations primarily through the
Bank.

The respective Boards of Directors of the MHC and the Company adopted a plan of

conversion and reorganization on April 17, 2008 and amended June 19, 2008 (the “Plan’).

@ Pursuant to the Plan, the Company will convert from the mutual holding company form of
organization to the stock form and will sell shares of common stock to the public in a stock
offering. The conversion (the “Conversion”) will be accomplished under the laws of the
Commonwealth of Massachusetts and the regulations of the Division and the FDIC, and other
applicable laws and regulations. As part of the Conversion, the MHC, the mutual holding
company parent of the Bank will be merged into the Bank and the MHC will no longer exist. The

o Company, a Massachusetts corporation, which owns 100% of the Bank, will be succeeded by a
new Maryland corporation with the same name. When the conversion is completed, all of the
capital stock of The Community Bank will be owned by Campello Bancorp, Inc., the newly
formed Maryland-chartered holding company, and all of the common stock of CBI will be owned
by public stockholders.
®
Washington Headquarters
Rosslyn Center
1700 North Moore Street, Suite 2210 Telephone: (703) 528-1700
Arlington, VA 22209 Fax No.: (703) 528-1788

® www.rpfinrancial.com E-Mail: mail@rpfinancial.com
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Pursuant to the plan of conversion and reorganization, the Company will retain up o
50% of the net proceeds raised in the offering and downstream to the Bank the remaining net
proceeds. The funds downstreamed to the Bank will be includable as Tier 1 capital for
regulatory capital purposes and is expected to be in an amount sufficient to increase the Bank's
Tier 1 leverage capital ratio to 10%. Immediately after consummation of the conversion and
reorganization, it is not anticipated that the Company will engage in any business activity other
than ownership of the Bank subsidiary, extending the loan to the Bank's newly formed employee
stock ownership plan ("ESOP") and investment of stock proceeds that are retained by the
Company. It is anticipated that the shares will be offered in a subscription offering to the Bank's
Eligible Account Holders, Supplemental Eligible Account Holders, Employee Stock Ownership
Plan, and Employees, Officers and Trustees of The Community Bank and the MHC and
Corporators of the MHC. 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.

Concurrent with the Conversion, the Bank will form a charitable foundation called The
Community Bank Foundation (the “Foundation”). The Foundation will be funded with a
contribution equal to 5% of the stock sold in the Conversion based on the PO price of $10.00
per share, consisting of 95% common stock and 5% cash.

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 Company, the Bank and the other parties engaged by the
Bank or the Company to assist in the stock conversion process.

Valuation Methodology

In preparing our appraisal, we have reviewed the Bank's and the Company's regulatory
applications, including the prospectus as filed with the Division, FDIC, and the Securities and
Exchange Commission (“SEC"). In preparing our appraisal, we have reviewed the Bank's
regulatory applications, including the prospectus as filed with the OTS and the Securities and
Exchange Commission (‘SEC"). We have conducted a financial analysis of Bank and the
Company that has included a review of its audited financial information for the fiscal years
ended April 30, 2004 through April 30, 2008 and various unaudited information and internal
financial reports through April 30, 2008. We have also engaged in due diligence related
discussions with the Company’s management; KPMG, LLP, the Bank's independent auditor;
Luse Gorman Pomerenk & Schick, P.C., CBIi's conversion counsel: and Stifel, Nicolaus &
Company, Incorporated, CBI's marketing advisor in connection with the 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
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all these sources are reliable, we cannot guarantee the accuracy and completeness of such
information.

We have investigated the competitive environment within which the Company operates
and have assessed the Company's relative strengths and weaknesses. We have kept abreast
of the changing regulatory and legisiative environment for financial institutions and analyzed the
potential impact on the Company and the industry as a whole. We have analyzed the potential
effects of the stock offering on the Company's operating characteristics and financial
performance as they relate to the pro forma market value. We have reviewed the economy in
the Company's primary market area and have compared the Company's financial performance
and condition with publicly-traded thrifts. We have reviewed market conditions for stocks in
general and market conditions for thrift stocks in particular, including the market for existing thrift
issues and the market for initial public offerings by thrifts. We have also considered the
expected market for the Company’s public shares. We have excluded from such analyses
thrifts subject to announced or rumored acquisition, mutual holding company institutions and/or
those institutions that exhibit other unusual characteristics.

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

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

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

Valuation Conclusion

It is our opinion that, as of June 20, 2008, the aggregate pro forma market value of the
Company’s common stock, including the stock portion of the contribution to the Foundation
immediately following the offering, is $24,616,250 at the midpoint, equal to 2,461,625 shares
issued at a per share value of $10.00. The resulting range of value pursuant to regulatory
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guidelines and the corresponding number of shares based on the Board approved $10.00 per

share offering price is set forth below.

Offering Foundation Total
Valuation Range Amount Shares |ssued
Shares
Minimum 1,997,500 94,881 2,092,381
Midpoint 2,350,000 111,825 2,461,625
Maximum 2,702,500 128,369 2,830,869
Supermaximum 3,107,875 147,624 3,255,499
Value
Minimum $ 19,975,000 $ 948,810 $ 20,923,810
Midpoint $ 23,500,000 $ 1,116,250 $ 24,616,250
Maximum $ 27,025,000 $ 1,283,690 $ 28,308,690
Supermaximum $ 31,078,750 $ 1,476,240 $ 32,554,990

Limiting Factors and Considerations

Our 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 April 30, 2008, the date of the financial data included in the regulatory
applications and prospectus.

RP Financial is not a seller of securities within the meaning of any federal and state
securities laws and any report prepared by RP Financial shall not be used as an offer or
solicitation with respect to the purchase or sale of any securities. RP Financial maintains a
policy which prohibits the Company, its 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
legislative and regulatory environment, the stock market and the market for thrift stocks, and
interest rates. Should any such new developments or changes be material, in our opinion, to
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the valuation of the shares, appropriate adjustments to the estimated pro forma market value
will be made. The reasons for any such adjustments will be explained in the update at the date
of the release of the update.

Respectfully submitted,

RP® FINANCIAL, LC.

./ g

William E. Pommerening
Chief Executive Officer

VP

es P. Hennessey
Director
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. OVERVIEW AND FINANCIAL ANALYSIS

Introduction

The Community Bank (*Community Bank” or the “Bank”), organized in 1877, is a state
chartered stock savings bank which conducts operations through its main office in Brockton,
Massachusetts. The Bank serves all of southeastern Massachusetts from an area extending
from Boston'’s south shore suburban areas to Cape Cod through the Bank’'s main office and two
branch offices located in Brockton, and via single office locations in Bridgewater, Lakeville and
Sandwich. The main office and 4 of the Bank’s branches are located in Plymouth County and 1
branch is located in Barnstable County.

In order to enhance the ability to expand commercial account relationships, the Bank
has been executing a strategy to open non-depository business resource centers, which consist
of leased offices staffed by a business development officer and an administrative officer. The
business resource centers are relatively low-cost in terms of the operating and overhead
expenses and are perceived to be a cost-effective alternative delivery system, particularly with
regard to the needs of its small business customers. Based on their success in developing new
business, the low cost facilities can be expanded to full-service branch offices if circumstances
so dictate. Community Bank currently maintains two business resource centers on Cape Cod
(Falmouth and Hyannis) and is seeking to expand the number of offices in the future (locations

are undetermined).

The Bank is a member of the Federal Home Loan Bank (“FHLB") system, and its
deposits are insured up to the regulatory maximums by the Federal Deposit Insurance
Corporation (“FDIC"), with amounts above this level insured by the State Depositors Insurance
Fund (“DIF”). As more fully described below, in 1994, the Bank reorganized into a mutual
holding company structure. As part of the reorganization, Community Bank formed Campello
Bancorp, Inc. (“CBI” or the “Company”), a state-chartered mutual holding company ("MHC").
Simuttaneously, Community Bank became a state-chartered capital stock savings bank, and a
wholly-owned subsidiary of the Company, and the Company became the wholly-owned
subsidiary of the MHC. At April 30, 2008, the Company had $386.8 million in assets, $279.5
million in deposits and total equity of $23.4 million equal to 6.1% of total assets. The
Company's audited financia! statements are included by reference as Exhibit I-1.
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Current Organizatien Structure

CBI was organized in 1994, concurrent with the Bank’s reorganization from a state-
chartered mutual savings bank into a mutual holding company structure. In conjunction with the
reorganization, CBIl was formed and concurrently owns all the capital stock of the Bank. No
stock was issued publicly pursuant to the reorganization. The Bank transferred a small portion
of its retained earnings to the Company at initial capitalization. At the same time, the Bank
converted to a state-chartered stock savings bank with the Company owning all of its
outstanding stock. The Company is a bank holding company and conducts its operations
primarily through the Bank. A chart showing the current structure of the MHC and the Bank is
set forth below.

Campello Bancorp, Inc. (MHC)
Has issued debt to increase the capitalization of
the Bank. There is approximately $4.1 million of
holding company deht currently,

100% ownership of The Community Bank

The Community Bank

One of the principal purposes of forming the mutual holding company was to facilitate
growth and leveraging of the Bank and the Company. In this regard, the Company has raised
funds through the issuance of subordinated debentures to its wholly-owned subsidiary,
Campelio Capital Trust 1 (“Trust 1" or the “Trust”), an unconsolidated Delaware statutory trust.
The Trust has funded the purchases of the subordinated debentures by offering capital
securities representing preferred ownership interests in the assets of the Trust. Using interest
payments made by the Company on the debentures, the Trust pays regular dividends to
preferred security holders. The Company has the option to defer interest payments on the
subordinated debentures for up to five years and, accordingly, the Trust may defer dividend
distributions on the capital securities for up to five years. The subordinated debentures are due
and payable in full in October 8, 2033, but may be prepaid without penalty commencing in
October 2008.
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Substantially all of the funds raised through the issuance of the subordinated debentures
were infused into the Bank with the objective of increasing its regulatory capital and to facilitate
targeted growth. A small balance of funds is maintained at the Company level to cover
operating costs including interest payments. Importantly, the outstanding subordinated debt
may be included in regulatory Tier 1 capital subject to a limitation that such amounts not exceed
25% of Tier 1 capital. At April 30, 2008, subordinated debt aggregating to $4.0 million is
included in the Bank’s Tier 1 capital.

Table 1.1 is an unconsolidated balance sheet for CBI, reflecting this financing
transaction. it is important to note that while the Bank's equity on a generally accepted
accounting principles (“GAAP") basis is equal to $27.0 million as of April 30, 2008, or 7.00% of
total assets, the Company’s balance sheet on a consolidated basis is more leveraged, reflecting
total equity of only $23.4 million, or 6.05% of total assets. As a result of the level of debt at the
Company level, the Bank upstreams dividends to service the debt. The Company incurred
$381,000 of interest expense on the subordinated debt for the fiscal year ended April 30, 2008.

lan of Conversion

The respective Boards of Directors of the Company and the Bank adopted a plan of
conversion and reorganization on April 17, 2008 (the “Plan”), which was amended as of June
19, 2008. Pursuant to the Plan, the organization will convert from the mutual holding company
form of organization to the stock form and will sell shares of common stock to the public in a
stock offering. The conversion (the “Conversion”) will be accomplished under the laws of the
Commonwealth of Massachusetts and the regulations of the Division, and other applicable laws
and regulations. As part of the Conversion, the MHC, the mutual holding company parent of the
Company will be merged into the Bank and the MHC will no longer exist. The Company, a
Massachusetts corporation, which owns 100% of the Bank, will be succeeded by a new
Maryland corporation with the same name. When the conversion is completed, all of the capital
stock of Community Bank will be owned by Campello Bancorp, Inc., the newly formed Maryland-
chartered holding company and all of the common stock of CBI will be owned by public
stockholders.

Concurrent with the plan of conversion and reorganization, the Company will retain up to
50% of the net proceeds of the stock offering, and downstream the remaining net proceeds to
the Bank. The funds downstreamed to the Bank will be includable as Tier 1 capital
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Unconsolidated Balance Sheet

Assets
Due From Banks
Investment Securities

OVERVIEW AND FINANCIAL ANALYSIS

Table 1.1
Campello Bancorp, Inc.

Investment in The Community Bank
investment in Campello Capital Trust |

Qther Assets
Total Assets

Liabilities
Subordinated Debt
Other Liabilities

Total Liabilities
Equity
Total Liabilities and Equity

Memo ltems:

Campelio Bancorp, inc.
Consolidated Equity
Consolidated Assets
Consolidated Equity/Assets

The Community Bank
Total Equity
Total Assets
Equity/Assets

Source: Internal financial statements.

14

4/30/08
Amount
($000)

$64
199
27,038
124
113

$27,538

4,124
20

$4,144

$23,394
$27,538

$23,394
386,778
6.05%

$27,016
385,956
7.00%
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Immediately after consummation of the conversion and reorganization, it is not anticipated that
the Company will engage in any business activity other than ownership of the Bank subsidiary,

- extending the loan to the Bank's newly formed employee stock ownership plan (‘ESOP") and

investment of stock proceeds that are retained by the Company. Itis anticipated that the shares
will be offered in a subscription offering to the Bank’s Eligible Account Holders, Supplemental
Eligible Account Holders, Employee Stock Ownership Plan, and Employees, Officers and
Directors of Community Bank and the MHC and Corporators of the MHC. 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.

Establishment of a Charitable Foundation

In order to enhance the historically strong community service and reinvestment activities,
the Company will establish The Community Bank Foundation, Inc. (the “Foundation™), a private
charitable foundation, in connection with the Offering. The Company will make a contribution to
the Foundation equal to 5% of the value of the conversion offering based on the $10.00 per
share IPO price. The contribution to the Foundation will be in the form of common stock, equal
to 95% of the contribution, with the 5% remaining balance of the contribution in the form of cash.

The Foundation’s charitable giving is intended to complement the Company's existing
community reinvestment activities, and will be dedicated to help fund local projects and to
support certain civic, charitable and cultural organizations within the communities served by the
Bank. The Company believes the Foundation will enhance the Bank’s already strong reputation
for community service. The Foundation's ownership of the Company’s stock will enable the
local community served to share in the potential increase in market value and dividends over

time.

Strategic Overview

Throughout much of its corporate history, the Company’s strategic focus has been that
of a community-oriented financial institution with a primary focus on meeting the borrowing,
savings and other financia!l needs of its local customers in the area surrounding the Company’s
office in Brockton, while gradually expanding the markets served through branching into other
areas of southeastern Massachusetts and Cape Cod between 1996 and 2006 (three branches
and two business resource centers were opened during this period). The expansion of the
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Company's retail footprint, both with respect to the expansion of full-service branches and the
establishment of business resource centers, was undertaken in conjunction with the Company's
growth and expansion initiative which commenced in the mid-to-late 1990s which will be
described more fully below.

Up through the prior decade, the Company had pursued a residential lending strategy for
portfolio, with a moderate level of diversification into residential construction lending. The
Company has emphasized high quality and flexible customer service, capitalizing on its local
orientation and relatively broad array of products and services. In the early to mid 1990s, the
Company was a relatively small institution with less than $100 million in total assets and
conducted operations through three full-service retail banking offices in Brockton.
Subsequently, CBl embarked on a growth and expansion strategy which included: (1) adding
three full service branch offices and two business resource centers in southeastern
Massachusetts including Cape Cod; (2) offering non-traditional products and services including
non-insured investment products through a third party vendor relationship and by acquiring an
insurance agency in 2005 so that the Company could offer a broad line of insurance products;
and (3) gradually diversifying the products and services offered to be more consistent with the
product offerings of a community bank, which primarily entailed offering loan and deposit
products targeted toward the small business community.

The Company's growth and diversification strategy has been facilitated by the sale of a
number of community banks over the last ten years which has led to dissatisfaction among both
borrowers and commercial lenders and has enhanced the ability of the Company to: (1) attract
high quality commercial loan officers experienced in the local market; and (2) compete more
effectively for commercial account relationships by emphasizing its local orientation and high
level of service as compared to the larger competitors headquartered out-of-state which
increasingly dominate the local market.

With the increased emphasis on commercial lending in recent years, the Company has
been required to develop the infrastructure to undertake more diversified lending. In this regard,
management has developed extensive policies and procedures pertaining to credit standards
and the administration of commercial accounts. Additionally, the Company has employed a
total of three loan officers who have local commercial lending experience to conduct the
commercial lending operations while also developing the appropriate support functions in the
loan underwriting, credit administration and loan servicing functions. The Company’s expanded
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community bank focus has led to an expansion that is evidenced by the growth of commercial
real estate and commercial and industrial non-mortgage loans (“C&l" loans) — specifically, these
loans in aggregate have increased from $47.6 million, or 23.8% of total loans as of April 30,
2004, to $107.4 million, or 33.0% of total loans as of April 30, 2008, which reflects a 22.6%
compounded annual growth rate. Growth in commercial lending is expected to continue as
such loans will continue to be emphasized by the Company.

The Company has employed several means to fund targeted loan and balance sheet
growth, both from a capital and liquidity perspective. While it is the Company's preference to
fund growth out of retained earnings, asset growth realized over the last decade has outstripped
equity growth and thus, the Company’s capital has been leveraged. As previously discussed,
one of the principal purposes of forming the mutual holding company was to facilitate growth
and leveraging of the Company and the Company, primarily by raising regulatory capital through
the issuance of subordinated debentures to its wholly-owned subsidiary (Trust I). The
regulatory capital raised in this fashion has facilitated the Bank and Company's regulatory
capital compliance and maintenance of “‘well-capitalized” status notwithstanding its relatively
leveraged GAAP equity ratio.

Expanding the Company’s retail branch footprint has been an important aspect of the
growth and expansion strategy. CBI has sought expanded market coverage to provide
enhanced service to its retail consumer and commercial customers while also seeking to
expand the deposit balances in order to fund loan growth. Specifically, over the last nine years,
the Company has doubled the number of retail banking offices to a total of six by opening three
offices on a de novo basis, while simultaneously opening two limited service business resource
centers on Cape Cod. The Company may also seek to continue to grow through the future
acquisition of branches or other financial institutions, as well as through de novo branching and
organic growth realized through the current existing branch and delivery system.

While it is the Company's preference to utilize lower costing retail deposits to fund
operations, borrowings have been employed as a supplemental funding source to facilitate
management of funding costs (i.e., to limit the requirement to pay aggressively to attract deposit
funds to meet established growth objectives) and manage interest rate risk. FHLB advances
constituted the Company’s the only source of borrowings as of April 30, 2008 (other than
subordinated debt) with many advances consisting of fixed term fixed rate advances with
maturities generally less than two years.
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Following the Conversion, the Company may evaluate the use of additional borrowings
to facilitate leveraging of its higher capital position that will result from the stock offering.
Moreover, the Company plans to expand the deposit base both through existing offices and by
more fully developing commercial account relationships through the establishment of additional
business resource centers at an anticipated rate of one per year over the next three to four
years. The Company will also support the deposit growth strategy in the commercial area by
employing alternative delivery and support systems such as remote deposit capture and courier
services.

The Company's earnings base is largely dependent upon net interest income and
operating expense levels, as sources of non-interest operating income remain relatively limited,
notwithstanding management’s efforts to increase their levels. The Company’s reported and
core earnings have decreased from the peak leve! reported in fiscal 2004 as a result of spread
compression resulting from the flat yield curve environment which prevailed in much of fiscal
2007 and fiscal 2008. Moreover, in addition to the earnings impact of spread compression
referenced above, the Company has been subject to earnings pressure over the last several
years as has undertaken several major initiatives to enhance.its personnel, office facilities and
infrastructure.  Such investments have been incurred primarily in connection with the
Company's strategy to become a more effective competitor in the commercial and retail banking
arena as notgd earlier (i.e., branching and expanded staffing, particularly in the commercial
area).

The post-offering business plan of the Company is expected to continue to emphasize
the recent strategic thrust which has been focused on serving the financial needs of small
businesses in its market on a comprehensive basis while continuing to serve its traditional base
of retail consumers by offering an array of consumer mortgage and non-mortgage loan products
and a broad array of deposit products. As noted earlier, the Company will support its growth
objectives by marketing through existing offices and through the establishment of additional
business resource centers.

CBI will be seeking to leverage its infrastructure investments in office facilities and
technology through balance sheet and fee income growth and on-going development of strong
customer relationships, as it seeks to more fully develop its community bank profile in the
markets served. In the near term, the Company will incur material costs in connection with the
growth and expansion which will negatively impact near-term profitability.
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The Company's Board of Directors has elected to convert to the stock form of ownership
to improve the competitive position of the Company. The capital realized from the Conversion
will increase the operating flexibility and overall financial strength of the Company, as well as
support the expansion of the Company's strategic focus of providing competitive community
banking services in its local market area as described above. The additional capital realized
from the stock proceeds will increase liquidity to support funding of future loan growth and other
interest-earning assets. The Company's higher capital position resulting from the infusion of
stock proceeds will also serve to reduce interest rate risk, through enhancing the Company’s
interest-earning-assets-to-interest-bearing-liabilities (“IEA/IBL") ratio. The additional funds
realized from the Conversion will also provide an alternative funding source to deposits and
borrowings in meeting the Company’s future funding needs.

From a capital standpoint, the Company's higher equity-to-assets ratio will better
position the Company to take advantage of expansion opportunities as they arise. Such
expansion would most likely occur through targeted branching, and possibly through the
acquisition of branch offices or other financial institutions that would provide for further
penetration in the markets currently served by the Company or nearby surrounding markets.
The Company may also seek to expand in the area of non-traditional‘fee generating products
and services, either organically or through acquisition. At this time, the Company has no
specific plans for expansion other than through establishing additional branches.

The projected use of proceeds is highlighted below.

» Company. The Company is expected to retain up to 50% of the net offering
proceeds, subject to infusing a minimum amount of capital sufficient to
increase the Bank’'s Tier 1 leverage capital ratio to 10%. At present,
Company funds, net of the loan to the ESOP, are expected to be placed into
short-term investment securities. Over time, Company funds are anticipated
to be utilized for various corporate purposes, inciuding benefit plans and
retirement of subordinated debt as it can be repaid without penalty in October
2008. Additionally, cash retained by the holding company may possibly be
utilized to consummate acquisitions, infuse additional equity into the Bank,
repurchase common stock, and to fund the payment of regular and/or special
cash dividends.

e Bank. The balance of the net offering proceeds will be infused into the
Company in exchange for all of the Company’'s newly-issued stock. The
increase in the Company’s capital will be less, as the amount to be borrowed
by the ESOP to fund an 8% stock purchase will be accounted for as a contra-
equity. Cash proceeds (i.e., net proceeds less deposits withdrawn to fund
stock purchases) infused into the Company are anticipated to become part of
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general operating funds, and are expected to initially be invested in short-
term investments pending longer term deployment (i.e., funding lending
activities and for general corporate purposes).

Balance Sheet Trends

Growth Trends

Over the last 5 years, the Company has implemented a strategy of growth and
expansion, achieved both through internal growth at existing branches and through the
establishment of de novo branches and business resource centers. This strategy is evidenced
in the summary balance sheet data set forth in Table 1.2, which shows that total assets
increased at a moderate to strong pace equal to 11.0% annually, from $253.4 million at the end
of fiscal 2004, to $386.8 million as of April 30, 2008. The largest portion of the growth in the
portfolio of interest-earning assets on an aggregate dollar basis has been realized in the
portfolio of loans held-to-maturity which increased at a 12.8% compounded annual rate from the
beginning of fiscal 2004 through April 30, 2008. Growth in the loan portfolio is primarily
attributable to expansion of the portfolio of commercial mortgage, C&l loans and construction
and land development loans as the proportion of residential morntgage loans has diminished
modestly since the end of fiscal 2004, as the Company has directed its lending emphasis to
commercial lending.

The Company's assets are funded through a combination of deposits, borrowings and
retained earnings. Deposits have always comprised the majority of funding liabilities, increasing
at an annual rate of 7.1% since 2004. Borrowings have increased more rapidly (45.8% annually
in aggregate since the end of 2004) reflecting the expanded utilization of FHLB advances.

.Annual equity growth equaled 5.7% since the end of fiscal 2004, with the modest
growth rate reﬂecting'the Company’s moderate return on equity (*ROE"), particularly as CBI
realized spread compression in recent periods and as the Company incurred additional
expenses associated with the build-up of its infrastructure and most recently increased loan loss
provisions. The post-offering equity growth rate may initially fall below historical levels given the
increased equity, the initial anticipated modest return on the net offering proceeds in the current
interest rate environment, and the costs of the stock benefit plans, public company reposting,
and ongoing infrastructure expansion. Over the longer term, as the new equity is leveraged
through growth, the refurn on equity could improve.




‘SUONEINSIEY [BIOVBUIS 4 PUE SIUSWISIES [BIoUBUl Palipneun pue payipne ‘snpadsoud s,diooueg ojedwes :ssaunog

‘sjosse Guipus jo Juaoiad e se ase sogey ())

9 °] 9 1] S uadQ saoWo
%LtGLL %8LTLE %LTGhL %66°'Z0L %rg'ee sysodag/sueo
%69'G %S0 PEE'EIS  %8L'9  STLTLS %859 TLE'LTS %6L'9  £Z6'6LS %Ov'L  TSL'BLS sbujutes paurejoy
%000 %I0L  YTL'P %ZL't  PEL'Y %LZL  bZL'P %lb'L  bZLY %EYL  vZL'P saInjueqap paleuipiogng
%61 Gy %LO0Z €0P'LL %BEBL 1899 %S00  6¥L'S9 %861l ZEL'SE %9L9  PEL'LL Spun) pamouog
%l L %9ZTZL TOBY'6LT  %6YEL T LLL %iYLL  €6B'ZET %iv6L LEBTZET %0LER  €ZL'CIT sysodag
%¥8'6 %ETO  PEL'L %820  LE0'} %0E0 8.6 %IEQ  Ov6 %LE0  BLL Sjasse Jeujo pue sasuadxa piedaid
"WN %LZ0  0T8 %ET0 298 %8Z0 €08 %000 O %000 O sjesse ajqibueiu; pue wmpoos
%L6€ %090  GEE'T %L90  B¥YZ'T %i90  G9L'T %LL0 €80T %6L0  £00°C SOURINSUE 34l] POUMO yueg
%L9°Ch- %900 LT %900 €22 %0L0  piE %LL'0  9EE %510 €LE sjasse Buoiniag
%Z8TL %0b'€8 BSS'ZZE  %PEE8  ZG9'Q0E %L9'28 0SP'89Z %8LL8 ELE'BET %SS'8. 990'661 18U "SjqEAIZ03) SUBDT
%EL 0L %80k  vEL'Y %¥80  Z60'E %000 0 %000 0 %EL'L LSBT ajes 10} piay sueo
%06 '92- %900  L¥e %600  ¥LE %¥L0  Sbb %ZZ0  €E9 %EED  ¥¥B )[ES JO} 9|qEliEAR SBRUNJAS paXoeg-abeblopy
%LL L %90'L  ¥BZ'LZ %S8L  168'8C %868  99L'6Z %L86  ELL8T %9Z'LL  SPS'8T 9|eS 10} S|GE|IEAR SSNUNITS JUAWASBAU|
%6Z 184 %L60  90S'E %650  09L'T %9L'0 208 %0L0 182 %Z00 95 pios spun) (e:epe
%106 %S9L  vIE'9 %8S’L  908'S %l8L  GBR'S %iST  ¥PSL %680t  628'L $yUBQ 13YI0 Ul PUB PUBY UO YSBD
%SL L1 %00°00L B8/2'986$ %0000 0S6'[98¢ %0000l 9G6'¥ZE$S  %0000L €SE'E62$  %O000DE 6LY'EST$ sjassy
O JUNOLWY [B1GL
(%) (%) {000$) (%) {0003) (%) (000$) (%) {000$) (%) (0oo$)
Bd (iIvd  Wnowy pd__ nouy IRd__ Wnowy (ip5d__ junouy ((pd__ junouy
FJBY UMoI9 800T 1002 9002 5002 ¥002
‘lenuuy ‘0 Uy Jo sy
80/0E/¥
-$0/0E/t

Bjeq 1eays aouejeg (eIL0ISIH
"ou; ‘dicoueg ofjladwes)
TLeqel
Ll . .
SISATYNY TVIONVYNIZ ONY MIIAHIAO - 07 ‘rejaueuld oy



RP® Financial, LC. OVERVIEW AND FINANCIAL ANALYSIS
112

Loans Receivable

Loans receivable (including loans available for sale) totaled $326.8 million, or 84.5%
of total assets, as of April 30, 2008, and reflects steady growth since the end of fiscal 2004
approximating 12.8% for portfolio foans on a compounded annual basis. Over this period, the
proportion of loans to total assets has increased modestly as the level of cash and investments
has fallen reflecting the fact that loan growth has outstripped deposit growth. The compaosition
of the loan portfolio has gradually shifted since the end of fiscal 2004 to include a higher
proportion of commercial mortgage, C&l loans, and construction loans, while the proportion of 1-
4 family mortgage loans and home equity loans has diminished.

The residential mortgage loan portfolio consists primarily of shorter term fixed rate
loans (i.e., maturities of 15 years or less) and, to a lesser extent, adjustable rate loans as the
Company’s policy is to generally sell longer term fixed rate loans into the secondary market.
The majority of the Company’s 1-4 family residential mortgage loans conform to standards set
by Freddie Mac or Fannie Mae. Most non-conforming residential loans are non-conforming as

to the loan amount (i.e., jumbo loans), while otherwise meeting the agency credit criteria.

The balance of the 1-4 family mortgage loan portfolio has inéreased modestly over
the last five fiscal years (but diminished as a percent of total loans) reflecting the Company’s
preference to originate adjustable rate loans as well as the greater emphasis on commercial
lending. As a result, permanent 14 family residential mortgage loans have deciined in
proportion to total loans (from 57.5% of total loans in fiscal 2004, to 46.1% of total loans as of
April 30, 2008). Conversely, commercial loans (including commercial real estate and C&l loans)
have increased in recent years to equal 33.0% in aggregate. Construction lending has also
been a significant component of the loan portfolio historically but balances appear to have

leveled reflecting a conscious decision by management to limit its construction loan exposure
given the current weak real estate market. .

Cash, Investments and Mortgage-Backed Securities

The intent of the Company's investment policy is to provide adequate liquidity, to
generate a favorable return on excess investable funds and to support the established credit
and interest rate risk objectives. The balance of cash and investments has remained relatively
stable since the end of fiscal 2004, though the ratio of cash and investments to assets has
diminished as a result of asset growth, declining from 14.7% to 9.7% as of the end of fiscal
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2008. The comparatively modest level of cash and investments currently is reflective of the
Bank’s general preference to invest in whole loans.

The Bank’s investment securities and MBS equaled $27.5 million, or 7.1% of total
assets as of April 30, 2008, and were primarily comprised of U.S. government and agency
securities and a small balance of MBS. Additionally, the Bank maintains permissible equity
investments such as FHLB stock with a fair value of $4.6 million as of April 30, 2008 (see
Exhibit 1-3 for the investment portfolio composition). It has been the Company’s recent practice
to classify its investments and MBS as AFS at the time of purchase. High quality short-to-
intermediate term U.S. agency securities (typically with effective durations of less than S years)
comprise the largest segment of the investment portfolio, totaling $27.3, or 7.1% of assets, as of
April 30, 2008. The balance of the investment securities portfolio totaled $241,000, or 0.1% of
total assets, as of April 30, 2008, and was comprised of MBS.

No major changes to the composition and practices with respect to the management
of the investment portfolioc are anticipated over the near term. The level of cash and
investments is anticipated to increase initially following Conversion, pending gradual
redeployment into higher yielding loans.

Bank Owned Life Insurance

As of April 30, 2008, the balance of bank owned life insurance (“BOLI") totaled $2.3
million, which reflects growth since the end of fiscal 2004 owing to increases in the cash
surrender value of the policies. The balance of the BOLI reflects the value of life insurance
contracts on selected members of the Bank’'s management and has been purchased with the
intent to offset various benefit program expenses on a tax advantaged basis. The increase in
the cash surrender value of the BOLI is recognized as an addition to other non-interest income
on an annual basis.

Goodwill and other Intangible Assets

In May 2005, the Company acquired 80% of the outstanding stock of McCormick &
Sons Insurance Agency, Inc. (*McCormick”) for a total cost of $899,540, which was paid with
cash and debt. McCormick services both personal and commercial lines of insurance through
two offices in southeastern Massachusetts. It is the Bank's intention, at a subsequent date, to
acquire the remaining 20% of the agency’s voting stock in accordance with a stock purchase
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agreement. The Bank recorded goodwill of $613,138 and a customer relationship intangible
asset of $265,171, which is being amortized on a straight-line basis over eight years. As of April
30, 2008, the Company’s intangible asset balance totaled $820,000, equal to 0.21% of assets.

Funding Structure

Retail deposits have consistently been the substantial portion of balance sheet
funding. Since fiscal year-end 2004, deposits have grown at a 9.8% compounded annual rate.
The Company has been seeking to build the balance of transaction accounts in its efforts to
transition operations to a “community bank® structure and has achieved some success in this
regard. In particular, the Company has had success in generating depasits by offering high
yield checking accounts to both retail consumers and business customers (Rewards Checking
for consumers and the “T Account” for business customers). Both of these checking account
offerings have been successful in expanding the base of checking accounts (both interest and
non-interest bearing) to $140.7 million, equal to 51.92% of total deposits as of April 30, 2008.
Coupled with the a modest decline in savings accounts and the Company's need for funds to
fund asset growth, CDs have also grown modestly to equal $95.8 million, or 35.4% of total
deposits.

The Company has utilized borrowed funds to a moderate degree, both at the
Company and Bank levels, with the majority of borrowed funds consisting of FHLB advances
totaled $75.5 million, representing 19.5% of total assets as of April 30, 2008. The Company
typically utilizes borrowings: (1) when such funds are priced attractively relative to deposits; (2)
to lengthen the duration of liabilities, (3) to enhance earnings when attractive revenue
enhancement opportunities arise; and (4) to generate additional liquid funds, if required.

A portion of the funds borrowed by the Company in the form of subordinated debt
was infused into the Company to bolster regulatory capital to facilitate growth and branching
initiatives. Subordinated debt totaled $4.1 million, equal to 1.1% of total assets as of April 30,
2008.

Capital

Annual equity growth for the Company since the end of 2004 has approximated 5.7%,
reflecting moderate profitability and a relatively leveraged capital ratio on a consolidated basis.
As of April 30, 2008, the Company's consolidated equity totaled $23.4 million, or 6.05% of total
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assets, while the tangible capital balance was modestly lower, equal to $22.6 million, or 5.84%
of assets, reflecting the small balance of intangible assets remaining from the acquisition of
McCormick. At the same date, the Bank’s capital ratios were higher reflecting the impact of
subordinated debt issued by the Company with substantially all of the proceeds infused into the
Bank as capital. The Bank and the Company maintained capital surpluses relative to its
regulatory capital requirements at April 30, 2008, and qualified as a “well capitalized” institution.
The offering proceeds will serve to further strengthen the Bank’s regulatory capital position as
well as the Company's GAAP equity on a consolidated basis. The principal objective of the
Conversion is to raise capital to support the Company's ability to achieve targeted growth.
Importantly, the equity growth rate is expected to slow for the Company on a post-offering basis
given the pro forma increase in equity, the potential dividend policy, and expansion-related
expenses including the cost of new business resource centers and the related staffing costs.

Income and Expense Trends

Table 1.3 shows the Company’s historical income statements for the fiscal years ended
April 30, 2004 through 2008. The Company's earnings were relatively stable from fiscal 2004 to
fiscal 2006 as growth in the net interest margin facilitated by balance sheet growth offset the
impact of increasing expense levels. Net income was at a peak level of $1.5 million, equal to
0.50% of assets in fiscal 2006, while subsequently declining to $1.1 million and $576,000 in
fiscal 2007 and fiscal 2008, respectively, as a spread compression limited net interest income,
notwithstanding balance sheet growth. Additionally, the Company has added branches and
business resource centers and incurred the related staffing exposure which has also been a
factor in the recent earnings pressures. Increased loan loss provisions were also a factor in the
reduction of net income in the most recent fiscal year. These and other trends with respect to
CBI's income and expenses will be discussed in the balance of this section. |

Net Interest Income

Net interest income increased over the fiscal 2004 to fiscal 2006 time period, from
$7.7 million (3.23% of average assets) to $10.4 million (3.35% of average assets) as a result of
both balance sheet growth and modest improvement in the Bank’s spreads, partially reflecting
the increased commercial lending emphasis. Net interest income has subsequently diminished
from a peak level of $10.4 million which prevailed in fiscal 2006, to $10.2 million for the twelve
months ended April 30, 2008. The reduction occurred notwithstanding the positive impact of
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balance sheet growth realized over the period and ongoing restructuring of the loan portfolio to
include higher yielding commercial and construction loans. Net interest income has been
limited in recent periods primarily by spread compression and as a result, the ratio of net
interest income to average assets has diminished, from 3.35% in fiscal 2008, to 2.64% for the
twelve months ended April 30, 2008.

Data pertaining to the Company's interest rate spreads are set forth in Exhibit I-4 and
show that its spreads have declined over the last three fiscal years. Specifically, the Company’s
interest rate spread decreased from 3.14% in fiscal 2006 to 2.38% in fiscal 2008. The yield-cost
spreads are the result of several factors including the flattening or flat yield curve experienced
over much of the period since fiscal 2006. Additionally, the benefit of recent shori-term rate
reductions by the Federal Reserve have not been fully realized into net interest income as the
Company has frozen the rate on many of its short term business checking accounts (the T
accounts) in an effort to retain the funds and the overall deposit relationship.

Loan Loss Provisions

Provisions for loan losses have typically been limited reflecting the Company’s
relatively strong asset quality historically and the secured nature of the loan portfolio; the
majority of the loan portfolio is secured by real estate collateral in the Company’s local market
area. In the most recent fiscal year, however, non-petforming assets (“NPAs”) have increased,
reéulting in a higher level of loan loss provisions. For the 12 months ended April 30, 2008, loan
loss provisions totaled $1.045 million, or 0.27% of average assets, which is well above the level
of $450,000, equal to 0.13% of assets, reported in fiscal 2007.

.Going forward, the Company will continue to evaluate the adequacy of the level of
general valuation allowances {(“GVAs”) on a regular basis, and establish additional loan loss

provisions in accordance with the Company's asset classification and loss reserve policies.

Non-Interest Income

Other non-interest income has been increasing over the last five fiscal years, from
$2.3 million in fiscal 2004 (0.99% of average assets) to $3.2 million in fiscal 2008 (0.83% of
average assets). The bulk of CBl's fee income is comprised of fees related to its depository
activities, lending, and mortgage servicing. However, the Company has also diversified into

non-traditional product lines (primarily insurance commission income), which provides a modest
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amount of fee income. Additionally, non-interest income was further enhanced by the purchase
of BOLI, wherein the income from the increase in the cash surrender value of the policies is
reflected as non-interest income.

Management will seek to increase the level of non-interest fee income by continuing
to expand fee generating commercial loan and deposit relationships and by increasing non-
traditional products and services such as insurance products offered through McCormick as well

as through the sale of non-insured investment products through a third-party provider.

Operating Expenses

The Company's operating expenses have increased in recent years due to asset
growth, emphasis in commercial lending, de nova branching, and revenue diversification
strategies. Specifically, cost increases reflect increased business volumes facilitated by the
ongoing management and staff expansion related to CBl's efforts to expand small business
account relationships from both a lending and depository perspective. Marketing expenses
have also increased as CBl has sought to increase its visibility and name recognition focally in
the face of significant competition and volume related expenses such as mailing, data
processing have all been subject to increase as the Company has grown. As a result, since
fiscal 2004, operating expenses have increased from $7.8 million, or 3.28% of average assets,
to $11.5 million, or 2.99% of average assets for fiscal 2008. However, the operating expense
ratio diminished over the fiscal 2004 to 2008 timeframe as asset growth outstripped the growth
rate for expenses.

Operating expenses are expected to increase following the Conversion as a result of the
expense of the stock-related benefit plans, the cost related to operating as a public company
and as a result of long-term plans to continue to expand commercial account relationships and
the related delivery systems. With regard to this latter factor, the Company plans to establish
additional business resource centers at an anticipated rate of one per year over the next three
to four years. The Company will also support the deposit growth strategy in the commercial
area by empioying alternative delivery and support systems such as remote deposit capture and
courier services which have also been a factor in the recent growth of CBl's operating costs.
Furthermore, CBI expects to continue to gradually build its commercial lending staffing levels to
take advantage of the expanded branch coverage. The Company will be seeking to offset such
costs over time through growth and increased efficiency.
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Taxes

The Company's average tax rate has been trending downward over the last several
fiscal years, reflecting the impact of various tax minimization strategies, which have primarily
included the investment in BOLI, and the holding of a substantial portion of the Bank's securities
portfolio in a first tier subsidiary the Bank known as Campello Securities Corporation.
investment income generated by this special purpose investment subsidiary is taxed at a
comparatively low effective tax rate (less than 2% versus the state corporate tax rate of 10.5%
for other income earned by the Company). '

For fiscal 2008, the Company’s average tax rate equaled 27.6% which was below the
fiscal 2007 rate of 37.4%.

Efficiency Ratio

The Company’s efficiency ratio improved from fiscal 2004 to fiscal 2006, reflecting its
improving core profitability but reflects an adverse trend since the end of fiscal 2006 largely as a
result of diminishing net interest income owing to spread compression. Specifically, the
efficiency ratio decreased from 77.7% in fiscal 2004, to 73.6% in fiscal 2006, as the net interest
margin expanded at a more rapid pace than operating expenses. Conversely, since fiscal 2008,
the level of net interest income has diminished while operating expenses have increased as
previously discussed. Accordingly, the efficiency ratio has increased (i.e., become less
favorable) from 73.6% in fiscal 20086, to 86.2% for fiscal 2008.

On a post-offering basis, the efficiency ratio is expected to show some improvement
as the net interest ratio increases with the reinvestment of proceeds, although the increased
operating expenses reflecting the costs of expanding commercial account relationships (i.e.,
expense of opening business resource centers, staffing, etc.) as well as public company and
stock plans expenses may limit the improvement.

Interest Rate Risk Management

The primary aspects of the Company’s interest rate risk management include: (1)
emphasizing the origination of adjustable rate 1-4 family residential mortgage loans and selling
a portion of the longer-term fixed-rate loans originated to the secondary market; (2) diversifying
portfolio loans into other types of shorter-term or adjustable rate lending, including commercial
and construction lending; (3) maintaining an investment portfolio, comprised of high quality,
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liquid securities and maintaining an ample balance of securities classified as available for sale;
(4) promoting transaction accounts and, when appropriate, longer term CDs; (5) utilizing longer-
term borrowing when such funds are attractively priced relative to deposits and prevailing
reinvestment opportunities; (6) utilizing artificial hedging techniques to stabilize net interest
income including interest rate swaps and collars; and (7) increasing non-interest income within
constraints imposed by the local market and product mix.

CBI primarily measures its interest rate risk exposure by modeling the potential changes
to its net interest income ("NII") and for a twelve month period under rising and falling interest
rate scenarios as well as by assessing the impact to its net portfolio value {("NPV") (see Exhibit |-
5). The rate shock analysis as of April 30, 2008, reflects that projected interest income is
subject to a reduction pursuant to rising interest rates as net interest income is projected to
diminish by a modest 4.5% from base levels (i.e., no change in interest rates) assuming a
positive 200 basis point instantaneous and permanent upward rate shock, and increase by 8.4%
assuming a 200 basis point instantaneous and permanent downward rate shock. These

measures suggest a liability sensitive position over a short-term projection horizon.

Overall, the data indicates that net interest income would be adversely impacted by
rising interest rates (i.e., over the next 12 month period). At the same time, there are numerous
Iimitatiohs inherent in such analyses such as the credit risk of Company’s foans pursuant to
changing interest rates. Additionally, such analyses do not measure the impact of changing
spread relationships as interest rates among various asset and liability accounts rarely move in
tandem as the shape of the yield curve for various types of assets and liabilities is constantly
changing in response to investor perceptions and economic events and circumstances.

Lending Activities and Strateqy

Historically, the Company’s primary iending emphasis was the origination of 1-4 family
residential mortgages. More recently, the Company shifted its focus to higher yield lending
including commercial real estate loans and C&l loans as well as construction loans. The
Company’s current lending strategy has been developed to take advantage of: (1) the
Company’s historical strengths in the areas of permanent and construction residential mortgage
lending; (2) CBI name recognition and commitment to serving its local markets in southeastern
Massachusetts; and (3) the infrastructure which has been developed over the last decade to
support the commercial lending emphasis.
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The Company's lending operations consists of two principal segments; (1) residential
mortgage lending; and (2) commercial and construction in conjunction with the intensified efforts
" to become a full-service community bank. Details regarding the Company’s loan partfolio
composition and characteristics are included in Exhibits 1-6, I-7 and I-8. As of April 30, 2008,
commercial mortgage loans had increased to $91.3 million, equal to 28.1% of total loans while
C&l loans amounted to $16.2 million (5.0% of total loans) and construction loans amounted to
$54.3 million (14.9% of total loans). Thus, in aggregate, commercial mortgage, C&l and
construction loans equaled 50.3% of the total loan portfolio. The balance of the loan portfolio
was comprised of residential mortgage, home equity and consumer loans equal to $149.8
miflion (46.1% of total loans), $10.6 million (3.3% of total loans) and $1.2 miliion (0.4% of total
loans), respectively.

Commercial Mortgage Lending

Commercial mortgage lending (including limited multi-family mortgage lending) has
been an area of portfolio diversification for the Company. Such loans are typically secured by
properties in the Company's market area and are generally originated by the Company. The
Company does not typically purchase commercial loans but has sold participation interests in
loans in the past, particularly where the loan balance was in excess of CBl's internal lending
limit. |

The substantial majority of such mortgage loans originated by the Company are
secured by properties in Massachusetts or nearby areas of southern New England. Multi-family
and commercial mortgage loans are typically originated with a fixed rate for the first five years of
the loan and amortization periods of up to 25 years. The typical commercial mortgage loan will
have a loan-to-value ratio of 80% or less and target a debt-coverage ratio of at least 1.2 times.
The typical commercial or multi-family loans that the Company will be seeking to make will have
a principal balance in the range of less than $1 million, but may be larger, particularly if the loan
is well-coliateralized or extended to a very credit-worthy borrower. Multi-family and commercial
real estate loans are secured by office buildings, retail and industrial use buildings, apartments
and other structures such as strip shopping centers, retail shops and various other properties.
Most income producing property loans originated by the Company are for the purpose -of
financing existing structures rather than new construction.
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Construction Loans

The Company has had an active construction lending program going back several
decades, which has primarily been focused on residential construction loans to small
builder/developers and homeowners. Construction lending expanded significantly in the fiscal
2004 to fiscal 2006 periods in response to the strong real estate market locally and active
development of new homes in southeastern Massachusetts. The balance of outstanding
construction loans has not increased significantly over the last two fiscal years as the regional
real estate market has slackened and construction activity has diminished. Additionally, in view
of the current market conditions, the Company has retrenched from construction lending by
limiting its lending to the strongest builders and developers. In such an environment, CBI
expects that the majority of its construction loans will be construction/permanent loans to
homeowners or loans to builders on pre-sold homes.

The Company originates residential construction loans and, to a lesser extent,
commercial construction loans. Such lending shortens the average duration of assets and
support asset yields. The Company generally limits such loans to known builders and
developers with established lending relationships with the Company. In the case where the
Company is making a construction loan to the owner of the structure, CBI typically structures
the loan as a construction loan which converts to a permanent loan upon completion of the
construction phase. The majority of the Company's construction lending is in southeastern
Massachusetts. The maximum loan-to-value ratio for a construction loan is 80% for
construction/permanent loans to homeowners with higher collateral requirements in place for
builders, larger loans and land only loans.

Commercial and Industrial Loans

Ca&! loans represent a growth element for the Company's toan portfolio in conjunction
with the recent emphasis on developing commercial customer relationships with local small
businesses. The Company intensified its efforts to increase the business loan portfolio over the
last decade, and management expects that ongoing regional consolidation coupled with
planned branch expansion and efforts to hire seasoned commercial lenders in the local market
will facilitate its marketing efforts in this regard. The Company offers commercial loans to sole
proprietorships, professional partnerships and various other small businesses. Such loans may
be either secured or unsecured to customers in the local market area, typically for the purpose
of financing equipment acquisition, expansion, working capital and other general business
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purposes. The terms of credit lines are generally one year but may be extended at the option of
the Company; C&l term loans may be for periods of up to 10 years. The loans are either
negotiated on a fixed-rate basis or carry adjustable interest rates indexed to the Wall Street
Journal Prime rate.

Residential Lending

As of April 30, 2008, residential mortgage loans equaled $149.8 million, or 46.1% of
total loans and comprised the single largest element of the loan portfolio. It is the current
practice to retain only adjustable rate or shorter-term fixed rate loans (i.e., maturities of 15 years
or less) for portfolic and sell longer term fixed rate loans (i.e., with maturities greater than 15
years) into the secondary market on a servicing retained basis. The Company typically
originates 1-4 family loans pursuant to US agency guidelines, with a loan-to-value (“LTV") ratio
of up to 95%, with private mortgage insurance (“PMI") being required for loans in excess of a
80% LTV ratio. The substantial portion of 1-4 family morigage loans have been originated by
the Company and are secured by residences in the local market. As a complement to the 14
family permanent mortgage lending activities, the Company also offers home equity loans and
lines of credit. Such loans typically have shorter maturities and higher interest rates than
“traditional 1-4 family lending. Home equity credit lines totaled $10.6 mitlion, equal to 3.3% of
total loans as of April 30, 2008.

Cansumer Lending

Consumer loans are generally offered to provide a full line of loan products to
customers and typically include unsecured personal loans and various types of instaliment
loans. As of April 30, 2008, consumer loans totaled $1.2 miltion, equat to 0.4% of total loans.

Loan Originations, Purchases and Sales

Exhibit 1-9, which shows the Company’s loan originations/purchases, repayments and
sales over the past three fiscal years, highlights the Company's recent emphasis on C&l,
commercial mortgage, and construction lending. Overall loan originations have fluctuated
based primarily on market factors including the interest rate environment. In this regard, total
loan originations have diminished from $150.6 million in fiscal 2006 to $114.6 million in fiscal
2008. Notwithstanding the declining origination volumes, partially reflecting a retrenchment
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from construction lending, the outstanding balance of loans increased in each of the last three
fiscal years as loan repayment rates declined as well.

Asset Quality

The Company’s asset quality has historically been strong and the level of non-
performing assets (“NPAs”) has been modest, generally well below a level of 1% of assets.
However, CBI has recently realized an increase in the level of NPAs, primarily related to three
borrower relationships with total outstanding delinquent loan balance of $5.6 million. As
reflected in Exhibit 1-10, the total NPA balance as of April 30, 2008 was $8.1 million, equal to
2.10% of assets, consisting primarily of non-accruing loans and a small balance of REO. The
ratio of allowances to total loans equaled 1.42% white reserve coverage in relation to NPAs
equaled 57.11% (see Exhibit 1-11),

As noted above, NPAs have been subject to a notable increase in fiscal 2008, from $1.2
million equal to 0.33% of assets as of the end of fiscal 2007, to $8.1 million equal to 2.43% of
assets as of the April 30, 2008. Two of the credit relationships with a book value of $3.2 million
were secured by commercial real estate loans. [n both cases, loans have subsequently gone to
foreclosure auctions (in which case the Company is working with the purchaser to finalize
financing) or paid off, with the exception of one commercial real estate loan with a balance of
$249,000.

A third borrower had three residential loans and one commercial loan with an
outstanding aggregate balance of $2.4 million at April 30, 2008. The underlying property for the
three residential loans with an outstanding aggregate balances of $1.9 million is currently listed
for sale. The commercial loan to this delinquent borrower had an outstanding balance of
$500,000 as of April 30, 2008.

In addition to the foregoing specific NPAs which have been identified, the Company's
loan portfolic may be at risk of increasing delinquencies, consistent with national trends.
Specifically, the Company’s asset base has been increasingly comprised of high risk-weight .
loans including commercial mortgage and C&l loans. Moreover, while the construction loan
portfolio has not been growihg, it remains a relatively large proportion of total loans and there is
constant turnover in the portfolio given the short-term nature of construction lending. Of
particular focus from a credit standpoint is the limited seasoning in the commercial loan
portfolic. Specifically, the portfolioc of commercial mortgage and C&l loans increased by $59.8
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million since the end of fiscal 2004 thereby more than doubling in size. The limited seasoning of
the portfolic is important since asset quality problems may not arise until after several years of
seasoning and/or deterioration in the economy stresses the portfolio.

Funding Composition and Strategy

As of April 30, 2008, the Company's assets were funded primarily with deposits, and, to
a lesser extent, borrowings and equity (see Exhibits 1-12 and I-13). The Company's deposit
services cater to primarily individuals rather than commercial businesses, although the
commercial segment has been growing in recent periods.

Deposits

Local retail deposits have consistently addressed the substantial portion of CBIl's
funding needs, with core deposits in the form of non-interest bearing checking, interest-
checking, passbook accounts, and money market deposit accounts comprising the majority of
deposits. |n the aggregate, these accounts totaled $175.1 million, or 64.6% of total deposits as
of April 30, 2008. At this same date, CDs accounted for approximately 35.4% of deposits.
Approximately 86% of CDs had remaining maturities of one year or less. Large balance CDs
(i.e. balances greater than $100,000), which tend to be more rate sensitive than lower balance
CDs, accounted for $47.4 million, or 49.4% of deposits, at April 30, 2008.

Several factors have served to increase the Company's deposit costs in recent
periods, notwithstanding a deposit mixture weighted towards savings and transaction accounts
which are typically lower costing. First, recent deposit growth (i.e., since fiscal 2006) has been
realized from two sources which entail a relatively high interest cost. Large balance CDs which
have been attra'cted with highly competitive rates — jumbe including state government deposits
have been growing. Additionally, the Company offers a high yield consumer checking account
subject to meeting certain requirements with respect to direct deposits, debit card utilization,
and accessing the account online as well as receiving electronic statements. Similarly, the
Company also offers a high yield business checking account, which has also served to raise the
relative cost of CBl's checking accounts in comparison to the prevailing market.
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Borrowings

Borrowings have been utilized primarily as a supplemental funding source to fund
lending and investment security activity. As of April 30, 2008, the majority of CBI's borrowed
funds consisted of FHLB advances, which totaled $75.5 million. The substantial majority of
CBI's advances mature by the end of fiscal 2010. The Company typically utilizes borrowings:
(1) when such funds are priced attractively relative to deposits; (2) to lengthen the duration of
liabilities; (3) to enhance earnings when atiractive revenue enhancement opportunities arise;
and (4) to generate additional liquid funds, if required. The increased utilization of FHLB
advances to fund operations has also been a factor in the narrowing of CBI's spreads, as such
funds typically entail a higher interest cost than the weighted average cost of the Company’s
deposit base.

The balance of borrowed funds consists of subordinated debt raised through the
Trust which totaled $4.1 milion as of April 30, 2008. The subordinated debt can be repaid
without penalty commencing in October 2008 and CB! expects that it will repay the borrowings
with a portion of the conversion proceeds retained by the Company.

Subsidiary

The Bank owns 100% of the common stock in Windstream insurance, Inc. and Campello
Securities Corporation, and owns 80% of the common stock in McCormick & Sons Insurance
Agency. These subsidiaries are described below.

Windstream Insurance, Inc. This Massachusetts corporation was established in 2001 for
the purpose of selling insurance policies to the general public.

Campello Securities Corporation. This Massachusetts corporation was formed in 1992
and qualifies as a Massachusetts securities corporation through which The Community Bank
buys, sells and holds securities. The income eamed on Campello Securities Corporation’s
investment securities is subject to a significantly lower rate of state tax than that assessed on
income eamned on investment securities maintained at The Community Bank. At April 30, 2008,
Campello Securities Corporation had total assets of $24.8 million, all of which were qualifying
securities under applicable regulations.

McCormick & Sons Insurance Agency. This Massachusetts corporation was established
in 1977 and specializes in personal and commercial insurance. The Community Bank acquired
80% of its common stock in 2005.

In addition to Community Bank, CBI currently has two other subsidiaries: (1) Cody
Services Corporation was established in 1996 for the purpose of providing loan inspection
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services to the Bank and outside organizations, as well as providing physical plant and
equipment management services to The Community Bank. Campello Capital Trust | is a
Delaware statutory trust which was established by Campello MHC in 2003 for the purpose of
issuing $4.0 million face amount of the Trust's 9.25% Company-Obligated Mandatorily
Redeemable Capital Securities through a pooled trust preferred securities offering. The majority

of the proceeds of the debt issuance was infused into the Bank to increase its regulatory capital

Legal Proceedings

Other than the routine legal proceedings that occur in the Company’s ordinary course of
business, the Company is not involved in litigation which is expected to have a material impact
on the Company'’s financial condition or operations.
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Il. MARKET AREA

[ntroduction

The Company conducts operations out of the main office, five branch offices, and two
business resource centers in southeastern Massachusetts. The Company's main office and two
branch offices are located in Brockton, with single office locations in Bridgewater, Lakeville, and
Sandwich. The business resource centers are located in Falmouth and Hyannis. The main
office and four of the Company’s branches are located in Plymouth County and one branch and
the two business resource centers are located in Barnstable County and are designed to service
the Company’s small business customers on Cape Cod. Barnstable County, which consists of
Cape Cod and associated islands, borders Plymouth County to the northwest. Exhibit 1-1
provides information on the Company's office properties and a map of the Company’s branch
and business resource center network is provided below.

Campello Bancorp, Inc.
Branch and Business Resource Center Network

Gurol
. o Maing
A tte il

. -_O"‘c.‘-; a A -
t P

o e
£ ¥ el Tk
P A e L)
Y -d%ﬁ
iﬁssﬁ%ﬁ ;
g o
!v e

Barnstable County
Plymouth County
|E Pushpins

A Branches

A Business Resource Centers

L]




RP® Financial, LC. MARKET AREA
i.2

Growth in the Company’s southeastern Massachusetts markets, today, is driven by its
proximity to water and beaches as well as its convenient location {o the Boston metropolitan
areas and other major urban centers of the northeast.

The Company's competitive environment includes a large number of thrifts, commercial
banks and other financial service providers, some of which have a regional or national
presence. The primary market area economy mainly consists of employment in services,
wholesale/retail trade, and government, although health care services in Plymouth County and

tourism in Barnstable County is the cornerstone of the regional economies.

Future growth opportunities for the Company depend on the future growth and stability
of the regional economy, demographic growth trends, and the nature and intensity of the
competitive environment. These factors have been briefly examined to help determine the
growth potential that exists for the Company and the relative economic health of the Company’s
market area.

National Economic Factors

The future success of the Company's operations is partially dependent upon various
national and local economic trends. Signs of the economy potentially slipping into a recession
continued to emerge in 2008, with January employment data showing a drop in payroils for the
first time since 2003. The January unemployment rate dipped to 4.9%, as the civilian labor
force shrank slightly. January economic data also showed retailers continuing to experience a
decline in sales. New home sales fell in January for a third straight month, pushing activity
down to the slowest pace in nearly 13 years. Due to the ongoing housing slump, the Federal
Reserve cut its economic growth forecast for 2008. Consumer confidence dropped sharply in
February amid growing concerns of a forthcoming recession. Other data that indicated the
economy was heading towards a recession included a decline in February manufacturing
activity to a five year low, and the number of homes entering foreclosure hit a record in the
fourth quarter of 2007. February employment data showed a loss of jobs, although the
unemployment rate dipped to 4.8%. Falling home prices spurred an increase in February
existing home sales, although new home sales continued to decline in February. The weak

- housing market was further evidenced by a decrease in residential construction activity during
February, which pushed the mark for decreased residential construction activity to a record 24
consecutive months. Manufacturing activity edged up slightly in March 2008, although the

March reading still signaled that the manufacturing sector was still in contraction. March
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employment data showed a third straight month of job losses, with the unemployment rate
increasing from 4.8% to 5.1%. The prolonged housing slump continued into March, with sales
of new homes piunging to the slowest pace in over 16 years despite sharply lower prices. Sales
and prices of existing homes were also down in March. Orders for durable goods dropped for
the third consecutive month in March, providing further evidence that the economy was sliding
into recession. In the start of the second quarter of 2008, the economy lost jobs for the fourth
month in a row in April 2008. However, employers cut far fewer jobs in April than in recent
months and the unemployment rate dropped to 5.0% compared to 5.1% in March. Led by a
decline in auto sales, retail sales dropped 0.2% in April which was a less significant decline than
anticipated. Comparatively, the manufacturing sector struggled in April, as evidenced by a 0.7%
decline in industrial output. Housing starts were higher in April compared to March, with the
surprising increase supported by a sharp rise in multi-family construction. Existing home sales
dropped for a ninth straight month in April, although new home sales unexpectedly showed a
modest increase. Record foreclosures and delinquencies in the first quarter served to further
depress home prices, with every major metropalitan area experiencing double digit declines in
home prices from April 2007 to April 2008. The nation’s unemployment rate jumped from 5.0%
in April to 5.5% in May, the biggest monthly rise since 1986 with job losses totaling 49,000.
Comparatively, retail sales rose higher than expected in May, reflecting the benefit of
consumers spending their economic-stimulus checks. However, the outlook for retailers was
less favorable, as consumer confidence for June tumbled to a 16-year low.

In terms of interest rates trends over the past few quarters, the downward trend in long-
term Treasury yields continued to prevail in early 2008, as economic data generally pointed
towards an economy growing weaker. Interest rates declined further on news of a surprise
0.75% rate cut by the Federal Reserve a week before its scheduled rate meeting at the end of
January, with the yield on the 10-year Treasury note dipping below 3.50%. Treasury yields
edged slightly higher in the week before the Federal Reserve meeting. The Federal Reserve
meeting at the end of January concluded with a second rate cut over a nine day period, as the
target rate was cut by 0.5% to 3.0%. Interest rates stabilized during the first half of February,

" with more economic data pointing towards a recession, and then edged higher going into late-

February on inflation worries fueled by a 0.4% jump in January consumer prices. More signs of
a softening U.S. economy and renewed worries of the deepening credit crisis highlighted by the
collapse of investment banking firm Bear Stearns pushed bond vields lower at the end of
February and the first half of March, with the yield on the 10-year Treasury dipping below 3.5%
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in mid-March. The Federal Reserve cut its target rate by 0.75% to 2.25% at its mid-March
meeting, which along with renewed worries about the economy pushed Treasury yields lower
heading into the second half of March. Treasury yields edged higher at the end of the first
quarter, with the 10-year Treasury yield stabilizing around 3.5%.

Interest rates were fairly stable during the first half of Aprit 2008, as economic data
pointed towards the U.S. economy going into recession. Most notably, March employment data
showed job losses for a third consecutive month and April consumer confidence dropped to a
new low for the fourth month in a row. Economic data showing higher wholesale and consumer
prices in March, along with an unexpected drop in weekly unemployment claims in late—April,
pushed long-term Treasury yields higher in the second half of April. At the end of April, the
Federal Reserve lowered its target rate by a quarter point to 2.0%. The rate cut was the
seventh in eight months, although the Federal Reserve signaled that it may be ready for a
pause. Long-term Treasury yields stabilized through most of May and the first part of June, as
economic data provided mixed signals on the likelihood of the national economy going into
recession. Inflation worries fueled by the steep decline in the dollar pushed interest rates higher
in mid-June, with the yield on the 10-year Treasury note moving above 4.0% to 4.25%. Interest
rates eased lower ahead of the late-June meeting of the Federal Reserve. As of June 20, 2008,
the bond equivalent yields for U.S. Treasury bonds with terms of one and ten years equaled
2.49% and 4.16%, respectively, versus comparable year ago yields of 4.97% and 5.14%.
Exhibit 11-2 provides historical interest rate trends.

Market Area Demographics

Demographic and economic growth trends, measured by changes in population, number
of households, age distribution and median household income, provide key insight into the
health of the market area served by the Company (see Table 2.1). Table 2.1 indicates how
Plymouth County is a faster growing larger market, growing from 473,000 to 506,000 residents
from 2000 to 2007, while Barnstable County is a smaller market with relatively slow growth,
increasing from 222,000 to 230,000 residents over the 2000 to 2007 time frame. From 2000
through 2007, Piymouth County’s annual population growth rate of 1.0% was above the
comparablé Barnstable County growth rate of 0.5%; however both counties were above the
Commonwealth of Massachusetts, but below the U.S. growth rates 0.4% and 1.2%. Growth in
households mirrored the population growth rates, with the rate of household growth in Plymouth
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Population (000)
United States

Massachusetts
Barnstable County
Plymouth County

Households {000}
United States
Massachusetts
Barnstable County
Plymouth County

Median Household Income ($)
United States

Massachusetts
Barnstable County
Plymouth County

Per Capita Income ($)
United States

Massachusetts
Barnstable County
Plymouth County

2007 HH Net Income Dist. (%)
United States

Massachusetts

Barnstable County

Plymouth County

2007 Age Distribution{%}
United States

Massachusetts
Barnstable County
Plymouth County

Source: SNL. Financial, L.C.

Table 2.1
The Community Bank
Summary Demographic Data

MARKET AREA
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Year Annual Growth Rate

2000 2007 2012 2000-2007 2007-2012
281,422 306,348 325,526 1.2% 1.2%
6,349 6,530 6,656 0.4% 0.4%
222 230 235 0.5% 0.4%
473 506 530 1.0% 1.0%
105,480 115,337 122,831 1.3% 1.3%
2,444 2,527 2,584 0.5% 0.4%
95 100 103 0.8% 0.6%
168 181 190 1.0% 1.0%

$42,164 $53,154 $62,503 3.4% 3.3%
50,539 66,046 79,243 3.9% 3.7%
45,935 61,707 75,067 4.3% 4.0%
55,645 73,061 87,564 4.0% 3.7%

$21,587 $27,916 $33,873 3.7% 3.9%
25,952 35,397 44,266 4.5% 4.6%
25,318 35135 44 567 4.8% 4.9%
24,789 33,380 41,439 4.3% 4.4%

$0to $25,000- $50,000-

$25.000 $50,000 $100,000 $100,000+
21.91% 25.02% 32.32% 20.75%
18.44% 19.46% 3161% 30.48%
16.96% 22.78% 35.25% 25.01%
15.03% 17.79% 34.14% 33.04%

0-14 Yrs. 15-34 Yrs. 35-54 Yrs. 55-69 Yrs. 70+ ¥rs.
20.26% 27.33% 29.07% 14.30% 9.04%
18.94% 26.18% 30.49% 14.35% 10.03%
14.48% 18.24% 28.80% 20.89% 17.59%
21.28% 23.06% 31.34% 15.36% 8.96%
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County outpacing Barnstable County’s household growth rate during the 2000 to 2007 period.
The primary market area is projected to experience population and household growth rates in
line with recent historical frends over the next five years.

Household income levels in the market area are higher in Plymouth County as compared
to Barnstable County, reflecting the impact of tourism and retirees, as the major employment
sector is services to accommodate tourists and the majority of residents are retires with
moderate income. Median household income for Plymouth County exceeded the comparable
Barnstable County and Commonwealth of Massachusetts measures, while Barnstable County's

per capita income measures were above the Plymouth County measures.

Local Economy

Southeastern Massachusetts is characterized by comparatively moderate housing costs
and the region's economic growth is fueled by population and income growth and the
emergence of professional, business, and financial services firms that serve Boston-area
businesses as well as local residents. The City of Brockton, where the main office and two
branches of the Company are located, is largely suburban and known as the hub of the
southeastern Massachusetts region. Brockton was once a shoe manufacturing center, but has
grown into a service and medical center for both its residents and residents in nearby areas.
Three of the areas largest hospitals are located in Brockton.

Brockton and other nearby areas of Plymouth County also continue to benefit from its
location between Boston and Providence. The area is making a successful transition from a
traditional manufacturing economy fo a new economy anchored by services and high-tech
manufacturing.

The Company’'s pursuit of small business accounts through the business resource
centers will benefit from Plymouth County’s commercial development and small businesses, as
81% of business establishments within the Boston MSA have less than 100 employees. The
Company also expects to benefit from the large small business community in Bamstable
County, as 95% of all Cape Cod's businesses are small businesses.

More than half of Cape Cod’s economic base depends on tourism, retirees, and second-
home owners. An estimated six million tourists visit Cape Cod each year, with nearly two-thirds
of all visitors arriving in the summer and early fall. The region's volatility results from factors

such as the weather and economic conditions in parts of the country that supply its tourist trade.
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Cape Cod has transitioned from solely a tourism-based economy with many year round
residents working in jobs concentrated in education, or in fields that cater to retirees, like
doctors, nurses, physical therapists, and nursing home administrators. Most jobs are in the
lower-paying service industries like retail sales, food service and hospitality and they often last
only as long as the tourist season. Accordingly, many year round residents are commuting to
metropolitan Boston for work, Specifically nearly one out of every five Cape residents commute
to nearby Boston or its suburban area while telecommuting has made the Cape a more viable

place to work for many.

Below, Table 2.2 lists the major employers in Plymouth County and Tabie 2.3 lists the
major employers for Barnstable County.

Table 2.2
Campello Bancorp, Inc.
Piymouth County Major Employers

Company Employment Sector
Brockton Hospital 1,000-4,999 Health Care
Good Samaritan Medical Center 1,000-4,999 Health Care
Gray Restoration, Inc. 1,000-4,999 Construction

Jordan Hospital 1,000-4,999 Health Care
Nantucket Pest Control1,000-4,899 Services

The Talbots, Inc. 1,000-4,999 Retail Trade
US Post Office 1,000-4,999 Transportation
VA Boston Healthcare System 1,000-4,999 Health Care
W B Mason Co. 1,000-4,999 Retail Trade

Weargard-Crest 1,000-4,999 Services
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Campello Bancorp, Inc.
Barnstable County Major Employers

Company

Woods Hole Oceanographic

Air National Guard

Falmouth Hospital

Nantucket Airlines Admin.

Ocean Edge Resort & Golf Club
Orleans Inn & Restaurant
Steamship Authority

Woods Hole Martha's Vineyard
Barnstable County Sheriff's Dept.
Barnstable Municipal Airport

Source: infoUSA.

Table 2.3

Employment

1,000-4,999
500-999
500-999
500-999
500-999
500-999
500-999
500-999
250-499
250-499

MARKET AREA

Sector

Sci. Research Serv.

Government
Health Care
Transportation
Services

Services
Transportation
Transportation
Local Government
Transportation

.8

Employment in services, wholesale/retail trade and government constitute the basis of

the local economy. Both Plymouth and Barnstable Counties have their highest percentage of

employment in the service sector where the majority of the services are health care and tourism

related. The second and third highest percentage of employment for the Company’s market

area is wholesale and retail trade and government. Services, wholesale and retail trade and

government proves to be an important element of the statewide economy, as well, where the

Commonwealth of Massachusetts reported the majority of their employment base in the above

mentioned jobs. Table 2.4 shows employment by sector for Plymouth and Barnstable Counties,

as well as for the Commonwealth of Massachusetts.
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Table 2.4
Primary Market Area Employment Sectors
(Percent of Labor Force) (1)

Employment Sectors Massachusetts Plymouth Barnstable Avg (2)
Services 47 4% 43.2% 46.4% 44 8%
Wholesale/Ret. Trade 13.7 16.6 15.8 16.2
Government 10.6 12.5 10.5 11.5
Manufacturing 7.7 52 16 34
Fin. Ins. Real Estate 9.2 9.3 10.7 10.0
Construction 56 8.2 97 9.0
Transportation/Utility 25 28 2.1 25
Farming 0.2 0.5 0.2 0.4
Mining 0.1 0.2 0.0 0.1
Other 3.0 15 3.0 2.1
Total 100.0% 100.0% 100.0% 100.0%

(1) As of 2005
(2) Average based on Plymouth and Barnstable Counties.

Source: REIS DataSource.

Unemployment Trends

Comparative unemployment rates for Plymouth and Barnstable Counties, as well as for
the U.S. and Massachusetts, are shown in Table 2.5. April 2008 unemployment rates for
Plymouth and Barnstable Counties equaled 4.2% and 4.8%, respectively, versus a higher U.S.
and a lower Massachusetts unemployment rate of 5.0% and 4.1%. Plymouth and Barnstable
Counties, as well as the Commonwealth of Massachusetts unemployment rates declined from
the level reported a year ago, revealing the economic strength of the counties and the
Commonwealth of Massachusetts, as the United States unemployment increased from a year
earlier.

In May of 2008, a forecast was conducted by the non-profit New England Economic
Partnership, which showed economic fortunes diverging sharply in the Commonwealth of
Massachusetts. Those with the education and skills to work in technology, health science, and
other knowledge-based sectors will largely prosper as employment in those industries continues
to grow at respectable rates of about 2 percent annually over the next five years.

However, those without such skills and education will struggle as manufacturing and
construction jobs, which have been on the decline in recent years, will shrink about 1 percent a
year for each of the next five years, according to the forecast. As a result, older industrial cities,
such as Brockton, will struggle too. The entire New England region is expected to see a decline
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in jobs in four sectors: construction, manufacturing, financial activities and trade. Growth will
oceur in education and health services.

The housing slump, credit troubles and rising prices for gasoline and food have been
offset in Massachusetts by continued growing demand for the Commonwealth's technology
products, especially from overseas customers who can more easily afford to import U.S. goods
because of the weak dollar. In the market area, the marine science and technology industry has
become a niche in the state's high technology sector and should benefit from the growing
demand that the Commonwealth of Massachusetts is experiencing.

Table 2.5
Campello Bancorp, Inc.
Unemployment Trends (1)

April 2007 April 2008
Region Unemployment Unemployment
United States 4.5% 5.0%
Massachusetts 4.6 4.1
Plymouth County 45 4.2
Barnstable County 49 4.8

(1) Unemployment rates have not been seasonally adjusted.
Source: U.S. Bureau of Labor Statistics.

Market Area Deposit Characteristics and Competition

The Company's retail deposit base is closely tied to the economic fortunes of Plymouth
and Barnstable Counties and, in particular, the markets that are nearby to one of the Company’s
office locations. Table 2.6 displays deposit market trends from June 30, 2004 through June 30,
2007 for the branches and business resource centers that were maintained by the Company
during that period. Additional data is also presented for the Commonwealth of Massachusetts.
The data indicates that Plymouth County's larger population base translated into a slightly
higher balance of total bank and thrift deposits compared to Bamstable County, however
deposits have declined modestly in both Plymouth and Barnstable Counties during the three
year period covered in Table 2.6. Contrary to trends for the commonwealth as a whole, savings
institutions maintained a larger market share of deposits than commercial banks in both
Plymouth and Barnstable Counties. For the three year period covered in Table 2.6, depaosit
market share for commercial banks and savings institutions declined in both counties.
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The Company maintains its largest balance and largest market share of deposits in
Plymouth County. The Company’'s $237.0 million of deposits at the Plymouth County branches
represented a 3.8% market share of thrift and bank deposits at June 30, 2007. Comparatively,
the Barnstable County branches and business resource centers had total deposits of $36.0
million at June 30, 2007, which represented a 0.7% market share of the Barnstable County bank
and thrift deposits. During the three year period covered in Table 2.6, the Company gained
deposits and market share in both Plymouth and Barnstable Counties; however the Company's
Barnstable County deposits grew more rapidly than Plymouth County.

Table 2.6
The Community Bank
Deposit Summary

As of June 30,
2004 2007 Deposit
Market Number of Market  No. of Growth Rate
Deposits Share Branches Deposits Share Branches 2004-2007
(Dollars in Millions) (%)
Massachusetts $172,721 100.0% 2115 $180,792 100.0% 2177 1.5%
Commercial Banks 108,180 62.6% 1,006 113,396 62.7% 1,035 1.6%
Savings Institutions 64,542 37.4% 1,109 67,396 37.3% 1,142 1.5%
Barnstable County $5,652 100.0% 122 $5,490 100.0% 123 -1.0%
Commercial Banks 2819 49.9% 75 2,659 484% 73 -1.9%
Savings Institutions 2833 501% 47 2,831 51.6% 50 0.0%
The Community Bank 20 04% 1 3% 07% 3 21.0%
Plymouth County $6,389 100.0% 150 $6,271 100.0% 152 -0.6%
Commercial Banks 2,973 46.5% 66 2,928 46.7% 67 -0.5%
Savings Insfitutions 3416 53.5% 84 3,343  53.3% 85 0.7%
The Community Bank 204 3.2% 4 237 3.8% 5 51%

Source: FDIC.

The Company faces notable competition in both deposit gathering and lending activities,
including direct competition with several financial institutions that primarily have a local or
regional presence. With regard to lending competition, the Company encounters the most
significant competition from the same institutions providing deposit services. In addition, the
Company competes with mortgage companies and independent mortgage brokers for mortgage
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loan market share. Table 2.7 lists the largest competitors in Plymouth and Barnstable Counties,
based on deposit market share as noted parenthetically. As of June 30, 2007, the Company's
deposit market share 3.8% represented the third largest market share of deposits in Plymouth
County and deposit market share of 0.7% for Barnstable County represented the twelfth largest
market share of deposits.

Table 2.7
Campello Bancorp, Inc.
Market Area Deposit Competitors

Location Name

Plymouth County Rockland Trust Co. (20.8%)
Citizens Bank of MA (17.7%)
Sovereign Bank (13.6%})
Eastern Bank (11.4%)
Community Bank (3.8%) Rank of 7

Barnstable County Cape Cod Five Cents SB (25.7%)
Citizens Bank of MA (15.2%)
TD Banknorth NA (15.1%)
Rockland Trust Co. {9.4%)
Community Bank (0.7%) - Rank of 10

Source: FDIC.
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lil. PEER GROUP ANALYSIS

This chapter presents an analysis of CBl's operations versus a group of comparable
savings institutions (the “Peer Group”) selected from the universe of all publicly-traded savingé
institutions in a manner consistent with the regulatory valuation guidelines. The basis of the pro
forma market valuation of CBI 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 CBI, 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 regutarly reported
and generally more frequent than non-publicly traded and closely-held institutions. Institutions
that are not listed on a national exchange 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
distortion and/er have limited trading history. A recent listing of the universe of all publicly-
traded savings institutions is included as Exhibit 11i-1.

Ideally, 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
125 publicly-traded institutions nationally and, thus, it is typically the case that the Peer Group
will be comprised of institutions with relatively comparable characteristics. To the extent that
differences exist hetween the converting institution and the Peer Group, valuation adjustments
will be applied to account for the differences. Since CBI will he a full stock public company upon
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completion of the offering, we considered only full stock 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 CBI. In the selection process, we applied two

“screens” to the universe of all public companies:

Screen #1. WMassachusetts-based with total assets of less than $1
billion. Nine companies met the criteria for Screen #1 and eight were
included in the Peer Group: Benjamin Franklin Bancorp, Chicopee Bancorp,
Inc, Central Bancorp, Inc, Hampden Bancorp, Inc., Hingham Institution for
Savings, Legacy Bancorp, Inc., LSB Corporation, and Mayflower Bancorp,
Inc. MassBank Corp met the selection criteria but has been excluded from
the Peer Group since it is a target of an announced acquisition by a larger
regional financial institution. Exhibit lll-2 provides financial and public market
pricing characteristics of all publicly-traded New England thrifts.

Screen #2, Other New England institutions based outside
Massachusetts with total assets of less than $1 billion. Two companies
met the criteria for Screen #2 and both were included in the Peer Group:
Chicopee Bancorp and New Hampshire Thrift Bancshares, Inc.

Table 3.1 shows the general characteristics of each of the 10 Peer Group companies.

While there are expectedly some differences between the Peer Group companies and the

Company, 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

CBlI's financial 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.

Benjamin Franklin Bancorp of Massachusetts. Benjamin Franklin Bancorp
reported total assets of $959 million and operates through a total of 11 branch
offices in eastern Massachusetts. Benjamin Franklin Bancorp completed its
conversion in April 2005, enhancing the averall comparability to the Company.
Benjamin Franklin Bancorp operates with a loan portfolio which is relatively
comparable to the Peer Group average overall, with modestly greater
commercial mortgage lending offset by lower residential mortgage lending.
Benjamin Franklin maintains relatively strong asset quality ratios, as evidenced
by the limited NPAs. Earnings are modestly above the Peer Group average,
reflecting the benefit of its relatively strong non-interest income.

Legacy Bancorp of Massachusetts. Legacy Bancorp reported total assets of
$912 million and operates through a total of 17 branch offices in western
Massachusetts. Legacy Bancorp completed its conversion in October 2005, and
the recent timing enhances the overall comparability to the Company. Legacy
Bancorp operates with a loan portfolio which has a relatively high proportion of
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residential mortgage and, like the majority of the Peer Group members, NPAs
have historically been modest but have recently increased. Currently, NPAs are
above the Peer Group average while reserve coverage in relation to NPAs is
below the Peer Group average. Core operating returns are positive, albeit at
moderate levels in comparison to the Peer Group average.

. New Hampshire Thrift Bancshares of New Hampshire. New Hampshire Thrift
Bancshares reported total assets of $828 million and operates through 28 branch
offices in central New Hampshire. New Hampshire Thrift Bancshares' balance
sheet included a comparatively lower ratio of loans than the Company, but the
ratio was similar to the Peer Group’s loans-to-assets ratio. New Hampshire Thrift
Bancshares' tangible equity/assets ratio reflected the greatest leverage (5.3%
ratio) of any of the Peer Group companies. Earnings were modestly above the
Peer Group average and the loan portfolio reflected an emphasis on mortgage
lending, including residential mortgage loans and, to a lesser extent, commercial
and multi-family mortgages.

. Hingham Institution for Savings of Massachusetts. Hingham Institution for
Savings reported total assets equal to $758 million and operates through a total
of 8 branches in eastern Massachusetts. ROA is above the Peer Group average
reflecting a comparatively favorable operating expense ratio, facilitated by its
large average branch size and the high level of assets per employee. The ratio
of loans exceeded the Peer Group average, and the loan portfolio was comprised
of mortgage loans, including 1-4 family residential and commercial mortgages.
Key asset quality ratios reflect a low balance of NPAs and loan chargeoffs have
been nominal over the last 12 months.

. LSB Corp. of Massachusetts. LSB Corp. reported $676 million of total assets
generated through a branch network of 7 offices in eastern Massachusetts and
southeastern New Hampshire. Earnings were at the upper end of the Peer
Group range primarily owing to a favorable level of operating expenses. The
balance sheet composition reflects a comparatively high level of investments and
borrowings reflecting a wholesale leveraging strategy. Residential mortgage
loans including MBS make up the largest segment of the loan portfolio with
moderate diversification in commercial and multi-family mortgage lending. The
asset quality ratios reflect a limited balance of NPAs and loan chargeoffs have
been limited over the last 12 months.

. Central Bancorp of Massachusetts. Central Bancorp has $555 million of total
assets and operates through 11 offices in eastern Massachusetts. Central
Bancorp was selected for the Peer Group owing to its Massachusetts location,
comparable size of the branch network, moderate level operating returns, both in
terms of the ROA and ROE measures, and emphasis on mortgage lending with a
diversification emphasis on commercial real estate/multi-family loans.
Additionally, Central Bancorp’s NPAs are the highest of any of the Peer Group
companies (2.02% of assets enhancing the comparability to the Company from a
credit risk perspective).

. Hampden Bancorp, Inc. of Massachusetts. Hampden Bancorp reported total
assets of $524 million and operates through a total of 8 branch offices in western
Massachusetts. Hampden Bancorp completed its conversion in January 2007 --
the timing of the conversion transaction and the resulting strong capitalization of
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Hampden Bancorp enhances the overali comparability to the Company from a

valuation standpoint. Hampden Bancorp also has implemented a commercial -
mortgage and non-mortgage lending strategy which is similar to the Company's

recent and prospective operating strategy. Hampden Bancorp's earnings are

below the Peer Group average.

. Chicopee Bancorp, Inc. of Massachusetts. Chicopee Bancorp reported total
assets of $481 million and operates through a total of 6 branch offices in western
Massachusetts. Chicopee Bancorp completed its conversion in July 2006. The
loan portfolio reflects a mortgage lending emphasis including both loans secured
by residential and commercial properties. Chicopee Bancorp's earnings are
similar to the Company's in terms of ROA and are thus below the Peer Group
average and median, notwithstanding a very strong capital position. NPAs are
similar to the Peer Group median while reserve coverage in relation to NPAs
exceeds the Peer Group average and median.

o Newport Bancorp, Inc. of Rhode island. Newport Bancorp reported total
assets of $384 million and operates through a total of 5 branch offices in
southern Rhode Island. Newport Bancorp completed its conversion in July 2008,
enhancing the overall comparability to the Company. Newport Bancorp's
balance sheet reflects a relatively high proportion of loans and borrowings in
comparison to the Peer Group average and median, and its strong capital ratio is
reflective of the recent completion of its mutual-to-stock conversion. Newport
Bancorp's loan portfolio is concentrated in residential mortgage loans with
secondary emphasis on commercial lending (mortgage and non-mortgage).
Earnings are below the Peer Group average notwithstanding a strong ratio of net
interest income to average assets as a result of a relatively high operating
expense ratio. Asset quality compares favorably to the Peer Group average,
both in terms of the ratio of NPAs and with respect to its higher reserve coverage
in relation to NPAs.

. Mayflower Bancorp, Inc, of Massachusetts. Mayflower Bancorp has $243
million of total assets (smallest asset total of any Peer Group company and
smaller than the Company} and operates through 7 offices in eastern
Massachusetts. Mayflower Bancorp was selected for the Peer Group owing to its
Massachusetts location, comparable size of the branch network and moderate
level operating returns, both in terms of the ROA and ROE measures. Mayflower
Bancorp has a relatively high proportion invested in residential mortgage assets
in comparison to the Peer Group (both whole loans and MBS) and the level of
non-performing assets and loans are similar to the Peer Group average.

In aggregate, the Peer Group companies maintain a similar level of capital as the
industry average (12.22% of assets versus 12.06% for all public companies), generate a slightly
higher level of core earnings as a percent of average assets (0.36% core ROAA versus 0.29%
for all public companies), and generates a slightly higher ROE based on core earnings (3.74%
ROE versus 2.32% for all public companies). Overall, the Peer Group's average P/B and P/TB
ratios was modestly below the respective averages for all publicly traded thrifts while the P/E
multiple based on earnings was modestly higher than the average for all publicly-traded thrifts.
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All

Publicly-Traded Peer Group
Financial Characteristics (Averages)
Assets ($Mil) $3,292 $632
Market Capitalization (3Mil) $319 $69
Equity/Assets (%) 12.06% 12.22%
Core Return on Average Assets (%) 0.29 0.36
Core Return on Average Equity (%) 2.32 3.74
Pricing Ratios {Averages)(1)
Core Price/Earnings (x) 20.70x 22.05x
Price/Book (%) 102.24% 95.01%
Price/Tangible Book(%) 113.93 107.22
Price/Assets (%) 13.01 11.35

(1) Based on market prices as of June 20, 2008.

Ideally, the Peer Group companies would be comparable to CBI in terms of all of 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 CBI, as will be highlighted in the foliowing comparative analysis.

Financial Condition

Table 3.2 shows comparative balance sheet measures for CBI and the Peer Group,
reflecting the expected similarities and some differences given the selection procedures outlined
above. The Company's ratios reflect financial data as of April 30, 2008 while the Peer Group's
ratios reflect balances as of March 31, 2008, unless indicated otherwise. CBI's equity-to-assets
ratio of 6.1% was well below the Peer Group's average net worth ratio of 12.2%. The
Company’s equity substantially consisted of tangible equity as intangible assets were nominal at
0.2% of assets. Intangible assets were comparatively greater for the Peer Group equal to 0.9%
of assets, translating into a tangible equity-to-assets ratio of 11.3% on average for the Peer
Group. The Company's pro forma tangible capital position will increase with the addition of
stock proceeds to levels approximating or potentially exceeding the Peer Group average (at the
top of the offering range). The increased equity is anticipated to enhance CBI's earnings
potential' through reinvestment of proceeds, lower funding costs and potentially through
profitable growth. However, at the same time, the increased pro forma capital position is
expected to result in a decline in the Company's return on equity (‘ROE’), based on both
reported and core earnings. Both the Company's and the Peer Group's current equity ratios
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reflect surpluses over regulatory capital requirements; and on a post-offering basis the

Company’s cushion over capital requirements will be enhanced.

The Company'’s asset composition refiects a moderately higher concentration of loans to
assets, at 84.5% versus a 71.0% average for the Peer Group. Comparatively, the ratio of cash,
investments, and MBS for the Company was lower than for the Peer Group (8.7% of assets
versus 23.9% for the Peer Group). Overall, the Company’s interest-earning assets (*IEA")
approximated 94.2% of assets, which was below the comparative Peer Group ratio of 94.9%.
On a pro forma basis, the Company's IEA disadvantage is expected to diminish as the net
proceeds are reinvested into IEA.

CBI's funding liabilities reflected a funding strategy that was somewhat similar to that of
the Peer Group's. The Company's deposits equaled 72.3% of assets, which was above the
Peer Group average of 65.0%. Comparatively, borrowings (including subordinated debt)
accounted for a slightly higher portion of the Company’s interest-bearing funding composition,
as reflected by borrowings-to-assets ratios of 21.1% and 22.0% for CBl and the Peer Group,
respectively, including balances of subordinated debt which totaled 1.1% for the Company
versus only 0.5% for the Peer Group. Total interest-bearing liabilities (*IBL") maintained by CBI
and the Peer Group, equaled 93.4% and 87.0% of assets, respectively. The ratio of IBL will be
reduced on a post-offering basis as the Company funds a greater portion of its operations out of
capital.

A key measure of balance sheet strength for a thrift institution is its IEA/IBL ratio.
Presently, the Peer Group's IEA/IBL ratio of 109.1% is exceeds the Company's IEA/IBL ratio of
100.9%. The additional capital realized from stock proceeds should support an increase in
CBIl's IEA/IBL ratio, as the capital realized from CBIl's stock offering 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, based on the Company’s growth rate for fiscal 2008 and for the twelve months ended
March 31, 2008, unless indicated otherwise for the Peer Group companies. CBI posted slower
asset growth in comparison to the Peer Group, based on respective growth rates of 5.12% and
10.69%. The most significant factor leading to the limited growth reported by the Company
includes a modest retrenchment from construction and land development lending activities (i.e.,
the balance of such loans remained relatively uncﬁanged) as a result of a challenging market
environment. At the same time, the Company’s cash and investment portfolio reflected growth
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of less than 1% which was similar to the growth rate turned in by the Peer Group's cash and
investment portfolio.

In terms of liability growth, deposits increased at a comparatively modest pace for the
Company in comparison to the Peer Group based on growth rates of 2.80% and 7.10%,
respectively. Modest growth of deposits for the Company and the Peer Group resuited in
relatively strong growth in borrowed funds for both, as borrowings increased at a 10.95% rate
for the Company versus an average of 21.65% for the Peer Group.

The Company’s equity increased 2.94%, versus shrinkage of 0.99% for the Peer Group.
The modest reduction in the Peer Group’s equity, notwithstanding their higher profitability,
reflects the impact of their respective dividend and capital management strategies. On a post-
offering basis, the Company’'s capital growth rate is expected to decline due to the increased
equity level and marginal short-term net proceeds reinvestment benefit.

Income and Expense Components

CBI reported a net income to average assets ratio of 0.15% based on earnings for the
twelve months ended April 30, 2008 (see Table 3.3), which was below the Peer Group’s
average earnings of 0.39% based on financial data for the twelve months ended March 31,
2008, unless indicated otherwise. The Company generated relatively strong levels of non-
interest income (partially reflecting insurance agency commission income) but the Company
was at a disadvantage relative to the Peer Group in the areas of net interest income and
operating expense. Loan loss provisions were a greater factor in the Company's and the Peer
Group's earnings, reflecting loan loss provisions established by the Company in response to the
recent increase in NPAs.

The Company’s interest income ratio exceeded the Peer Group average while CBI's
interest expense ratio more than offsetting the earnings benefit. The Company’s higher interest
income ratio was the result of its higher yield on interest-earning assets {6.34% versus 5.91%
for the Peer Group) and is partially attributable to the relatively high ratio of loans in the portfolio
as well as the recent shift into higher yielding commercial loans. The Company's higher interest
expense ratio as a percent of average assets, 3.31% versus 2.93% of average assets for the
Peer Group, reflects both the Company’s lower pre-offering capital ratio (i.e., the Company
funds operations out of IBL to a greater extent than cost-free capital), and the impact of the
growth initiatives by CBI over the last five years. With regard to this latter factor, large balance
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CDs which have been attracted with highly competitive rates. Additionally, the Company has
offered a high yield checking account to consumers and small businesses which have been
effective in increasing transaction accounts while also lending an upward bias to CBl's cost of
funds. CBI's interest expense ratio is expected to diminish on a pro forma basis, as the
Conversion proceeds will represent interest-free funds for the Company. Overall, the
Company’'s net interest income ratio of 2.64% fell below the Peer Group average of 2.73% as
previously noted.

Non-interest operating income is a more significant contributor to CBI's earnings relative
to the Peer Group, at 0.77% and 0.52%, respectively. The Company’s non-interest income ratio
is comparatively higher, reflecting in part, the Company’s success in attracting fee generating
transaction accounts as well as its diversification into non-traditional product lines (primarily
insurance commission income but also investment products and services), which provide a
modest amount fee income. Additionally, non-interest income was further enhanced by the
purchase of BOLI, wherein the income from the increase in the cash surrender value of the
policies is reflected as non-interest income. Importantly, while the Company has benefited from
the high level of fee income, there have been offsetting operating costs associated with CBI's
transaction-oriented deposit base and insurance agency operations.

In another key area of core earnings, the Company maintained a higher level of
operating expenses than the Peer Group. For the period covered in Table 3.3, the Company
and the Peer Group recorded operating expense to average assets ratios of 2.99% and 2.78%,
respectively. The Company's higher level of operating expenses can in part be attributed to the
higher personnel needs that result from a funding composition with comparatively higher
concentration of transaction accounts in addition to expenses associated with non-traditional
insurance agency operations. Additionally, the Company has added staff to support
implementation of business plan growth strategies, including the commercial lending initiatives.
Consistent with the Company’s higher operating expense ratio, CBl maintained a comparatively
higher number of employees relative to its asset size. Assets per full time equivalent employee
equaled $4.4 million for the Company, versus a comparable measure of $5.5 million for the Peer
Group.

CBl's efficiency ratio (operating expenses as a percent of the sum of non-interest
operating income and net interest income) of 87.7% (adjusted to excluded gains on the sale of
other loans) is less favorable than the Peer Group's ratio of 81.5%, reflecting the Company’s
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comparatively weaker core earnings position. On a post-offering basis, the Company's
efficiency ratio may improve marginally over the short term while management expects more
significant long-term improvement as the proceeds and infrastructure investments are
leveraged.

Loan loss provisions had a greater impact on CBl's and the Peer Group's earnings, with
loan loss provisions established by the Company and the Peer Group equaling 0.27% and
0.05% of average assets, respectively. The Company’s loan loss provisions have increased in
the most recent fiscal year in response to growth in the level of NPAs and the resulting lower

reserve coverage ratio.

Gains and losses from the sale of assets had a similar impact on the Company's
earnings for the twelve month period shown in Table 3.3, as the Company reported net gains
equat to 0.06% of average assets while net gains reported by the Peer Group equaled 5 basis
points of average assets based on the average while the median yielded a zero result. Gains
reported by the Company and the Peer Group were largely comprised of gains on the sale of
loans and investments. Such gains are subject to volatility due to fluctuations in market and
interest rate conditions, and, thus are not viewed as being a recurring source of income, and

thus will be excluded from the calculation of the valuation earnings base.

The Company’s effective tax rate for the last 12 months of 27.64% is slightly below the
Peer Group average of 33.17%. The Company expects that its effective tax rate will
approximate the long term historical average and will more closely approximate the Peer Group
average in the future. |

Loan Composition

Table 3.4 presents data related to the Company's and the Peer Group's loan portfolio
compositions as a percentage of assets, as well as data pertaining to investment in mortgage-
backed securities, loans serviced for other and risk weighted assets. The information presented
for the Company reflects financial data as of April 30, 2008, while the Peer Group reflects data
as of March 31, 2008 unless otherwise indicated. In comparison to the Peer Group, the
Company maintained a relatively lower investment in MBS based on a ratio of 0.1% of assets
for the Company and 10.9% for the Peer Group on average. However, the Company was more
heavily invested in 1-4 family whole mortgage loans than the Peer Group, based on their
respective ratios equal to 41.5% and 36.6% of total assets. Taken together, permanent 1-4 '
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family residential mortgage loans and MBS equaled 41.6% and 47.5% of assets for the
Company and the Peer Group, respectively.

Diversification into higher risk types of lending was modestly more significant for the
Company than the Peer Group companies on average. In this regard, commercial real estate
and C&l loans were at similar levels in aggregate (27.8% for the Company and 28.9% for the
Peer Group), while CBI was more actively involved in construction lending, which represented
14.5% of assets for the Company versus an average of 5.1% for the Peer Group. Together,
commercial mortgage, C&l loans and construction loans approximated 42.3% of total assets for

the Company, versus an average of 34.0% of assets for the Peer Group.

Consumer loans accounted for a relatively small portion of the respective loan portfolio
of the Company and the Peer Group companies on average. Overall, as a result of the
comparatively greater diversification into high risk-weight lending, the Company’s modestly
higher ratio of loans overall and corresponding lower level of low-risk investment securities and
MBS, the Company maintained a modestly higher risk-weighted assets-to-assets ratio of 70.0%,
as compared to the Peer Group’s average ratio of 68.0%.

Credit Risk

The ratio of NPAs/assets equaled 2.07% for the Company versus an average of 0.55%
for the Peer Group as shown in Table 3.5. Importantly, CBI's NPA/assets ratio was above the
level reported by any of the Peer Group companies on an individual basis (the highest ratio for
the Peer Group was 1.68% of assets reported by Central Bancorp). The higher ratio of NPAs
reported by the Company was the result of both a higher ratio of non-performing and REO. The
Company maintained a lower level of loss reserves as a percent of non-performing assets
(57.11% versus 180.80% for the Peer Group. Chargeoffs were minimal for both the Company
and the Peer Group.

The Company maintains allowances for loan and lease losses (“ALLL") to total loans
which exceeded the Peer Group average. Specifically, the ratio of reserves to total loans
equaled 1.41% for the Company versus an average and median ratio for the Peer Group equal
to 0.89% and 0.84%, respectively. The greater emphasis on higher risk commercial and
construction lending suggest that the higher ratio of reserves-to-loans reported by CBI in
comparison to the Peer Group are appropriate (i.e., the greater emphasis on commercial
mortgage, C&l and construction lending warrants greater reserve coverage in relation to total
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loans). Additionally, the Company's credit risk profile has increased over the last couple of
years with the increase in NPAs and owing to the more active commercial mortgage and C&!
lending activity; the portfolio of commercial mortgage and C&l loans has increased by nearly
$60 million since the end of fiscal 2004 thereby more than doubling in size and thus, a
significant portion of the portfolio is relatively unseasoned.

Interest Rate Risk

Table 3.6 reflects various key ratios highlighting the relative interest rate risk exposure.
From a balance sheet perspective, CBl's lower pre-conversion capital position and lower
IEA/IBL ratio suggest higher exposure. On a post-conversion basis, these ratios should
increase to levels approximating or even exceed the Peer Group average and median at the
upper end of the expected offering range. In the absence of comparability in timely interest rate
risk reporting and methodology, we reviewed quarterly changes in the net interest income ratio.

To analyze interest rate risk associated with the net interest margin, we also reviewed
quarterly changes in net interest income as a percent of average assets for CBl and the Peer
Group. In general, the recent relative fluctuations in the Company's net interest income to
average assets ratios were considered to be comparable to the Peer Group, and thus, based on
the interest rate environment that prevailed during the period analyzed in Table 3.6, CB! was
viewed as maintaining a similar degree of interest rate risk exposure in the net interest margin.
Moreover, the Company's net interest income ratio should stabilize to some degree following
the conversion stock offering, given the initial expected proceeds reinvestment strategy

(primarily short-to-intermediate term investment securities).

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 CBl. 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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IV. VALUATION ANALYSIS

Introduction

This chapter presents the valuation analysis and methodology used to determine the
estimated pro forma market value of the common stock to be issued in conjunction with CBI's
Conversion transaction. The valuation incorporates the appraisal methodology promulgated by
the Federal and state banking agencies for standard conversions and mutual holding company
offerings, particularly regarding selection of the Peer Group, fundamental analysis on both the
Company and the Peer Group, and determination of the Company’s pro forma market value
utilizing the market value approach.

Appraisal Guidelines

The OTS written appraisal guidelines, originally released in October 1983 and updated
in late-1984, and adopted in practice by the Division and the FDIC, specify the market value
methodaology for estimating the pro forma market value of an institution. The valuation
methodology provides for: (1) the selection of a peer group of comparable publicly-traded
institutions, excluding from consideration institutions which have recently converted, subject to
acquisition or in MHC form; (2) a financial and operational comparison of the subject company
to the selected peer group, identifying key differences and similarities; 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 approvai guidelines.
Accordingly, the valuation incorporates a detailed analysis based on the Peer Group, discussed
in Chapter lll, which constitutes “fundamental analysis” techniques. Additionally, the valuation
incorporates a “technical analysis” of recently completed stack conversions, including clasing
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.
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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 CBI's operations and financial condition; (2) monitor CBI'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 offering to determine if the prepared valuation analysis and resulting range of
value continues to be appropriate.

The appraised value determined herein is based on the current market and operating
environment for the Company 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 CBI's value, or CBI's value alone. To the extent a change in factors impacting the
Company's value can be reasonably anticipated andfor quantified, RP Financial has
incorporated the estimated impact into the analysis.

Valuation Analysis

A fundamental analysis discussing similarities and differences relative to the Peer Group
was presented in Chapter lll. The following sections summarize the key differences between
the Company and the Peer Group and how those differences affect the pro forma valuation.
Emphasis is placed on the specific strengths and weaknesses of the Company relative to the
Peer Group in such key areas as financial condition, profitability, growth and viability of
earnings, asset growth, primary market area, dividends, liquidity of the shares, marketing of the
issue, management, and the effect of government regulations andfor regulatory reform. We
have aiso considered the market for thrift stocks, including the market for new issues, to assess
the impact on value of CBI coming to market at this time.
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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 financial strength between the Company and the Peer Group are noted as

follows:

Qverall A/L Composition. The Company’s asset composition includes a higher
proportion of loans overall, with CBl's loan portfolio reflecting greater
diversification in the area of commercial lending (the combined total of
commercial/multi-family mortgage, C&l loans and construction/land loans
exceeds the Peer Group average). Comparatively, the Peer Group was more
actively involved in 1-4 family mortgage tending. The Company's net interest
income ratio is above the Peer Group average, reflecting the higher yielding high
risk-weight loan portfolio composition in comparison to the Peer Group average.
The composition of funding liabilities for the Company and the Peer Group is
relatively similar in broad terms, as the ratio of deposits modestly exceeded the
Peer Group average while borrowed funds compared more closely to the Peer
Group average. Overall, the Company maintained a slightly lower level of
interest-earning assets and a higher level of interest-bearing liabilities compared
to the Peer Group, which provided for a lower IEA/IBL ratio for the Company.
The Company’s ratio of IEA/IBL will improve on a post-offering basis, diminishing
or even eliminating the current disadvantage.

Credit Quality. In comparison to the Peer Group, the Company maintained
significantly higher levels of NPAs and non-performing loans. Loss reserves
maintained as a percent of total loans were higher for the Company and the
greater emphasis on higher risk lending coupled with the higher ratio of NPAs
suggests that the higher percentage of reserves-to-loans in comparison to the
Peer Group is appropriate. At the same time, the Company’s reserve coverage
in relation to NPAs was well below the Peer Group average. The combination of
greater NPAs, higher credit risk profile of the loan portfolio, and lower reserve
coverage indicate a significant disadvantage for the Company relative to the Peer
Group in credit quality.

Balance Sheet Liquidity. The Company currently maintains a relatively modest
level of cash, investments and MBS in comparison to the Peer Group. Like the
Peer Group, the majority of the Company's investments are designated AFS.
The Company’s borrowing capacity is considered to be relatively comparable to
the Peer Group’s borrowings capacity, in light of the similar level of borrowings
maintained by the Company (21.1% of assets for the Company versus including
subordinated debt versus 22.0% of assets for the Peer Group on average). The
infusion of the conversion proceeds will initially increase the Company's level of
liquid assets pending investment into loans and other longer-term investments.
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. Funding Liabilities. Retail deposits served as the primary interest-bearing source
of funds for the Company and the Peer Group, with the Company maintaining a
higher deposits-to-assets ratio than the Peer Group. At the same time, the ratio
of borrowings-to-assets was relatively comparable. |n total, the Company
maintained a higher level of interest-bearing liabilities than the Peer Group which,
coupled with its relatively higher cost of funds, translated into a comparatively
high ratio of net interest expense to average assets. Following the stock offering,
the infusion of stock proceeds can be expected to support an increase in the
Company's capital ratio and a resulting decline in the level of interest-bearing
liabilities maintained as a percent of assets.

. Capital. The Company operates with a lower pre-offering tangible capital ratio
than the Peer Group, 5.8% and 11.3% of assets, respectively. However,
following the Conversion offering, the disparity between the respective capital
ratios of the Company and Peer Group; the Company’s equity/assets ratio may
approximate or modestly exceed the Peer Group (based on closing the
Conversion at the upper end of the offering range).

On balance, we have made a moderate downward adjustment for the Company's
financial condition on a pro forma basis relative to the Peer Group, primarily attributable to the
Company's disadvantage in credit quality.

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

The major factors considered in the valuation are described below.

. Earnings. The Company's pre-conversion profitability (i.e., ROA) is below the
Peer Group average, as CBl's favorable level of non-interest income is more
than offset by its weaker net interest margin and higher operating expense ratio.
While profitability is expected to improve on a pro forma basis over the long term,
pro forma ROA is expected to remain at a disadvantage initially. In addition,
there remain certain unknown aspects of future earnings, such as the ability to
realize profitable growth objectives that cover the anticipated investments in
business resource centers and personnel

. Core Earnings. Non-operating items are limited for both the Company and the
Peer Group. Thus, CBl's core earnings are expected to remain below the Peer
Group's-on a pro forma basis over the near term following the Conversion.

. Interest Rate Risk. Quarterly changes in the Company's net interest income to
average assets ratios indicate similar volatility relative to the Peer Group on
average. Other measures impacting interest rate risk, such as capital ratios and
IEA/IBL ratios, reflect greater risk exposure for the Company. On a pro forma
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basis, the Company’s capital position and IEA/IBL ratio will be enhanced by the
infusion of the conversion proceeds, thereby lessening its comparative exposure.

. Credit Risk. The Company's credit risk exposure was comparatively greater than
the Peer Group's based on its higher ratio of NPAs and lower reserve coverage.
While the ratio of ALLLs to total loans is greater for the Company, the ratio in
comparison to NPAs is well below the Peer Group average. While chargeoffs
were limited for both the Company and the Peer Group, the recent increase in
NPAs create uncertainty that CBl! will continue to achieve a low level of
chargeoffs and loan loss provisions. Importantly, in addition to the relatively
higher credit risk exposure with regard to the Company’s higher NPAs, strong
growth in high risk-weight lending in the commercial lending area results in
limited seasoning of the portfolio which also implies greater credit risk.

. Earnings Growth Potential. Several factors were considered in assessing
earnings growth potential. First, the infusion of stock proceeds will increase the
Company's earnings growth potential with respect to leverage capacity and
providing the Company with additional liquidity for purposes of funding loan
growth. Second, opportunities to increase earnings through loan and deposit
growth are considered to be similar relative to the Peer Group's markets as eight
out of a total of ten Peer Group companies are based in Massachusetts with five
of those eight Massachusetts thrifts operating within the greater Boston
metropolitan area. The Company will be seeking to continue to expand on a
retail basis following the offering and the strengthened pro forma capital position
will support such efforts.

. Return on Equity. The Company's pro forma capital position will roughly
approximate the Peer Group average. Coupled with CBl's lower profitability, in
terms of its ROA, the Company’s pro forma core ROE is anticipated to be lower
than the Peer Group average initially.

Overall, we concluded that a moderate downward adjustment for profitability, growth and
viability of earnings was appropriate in view of CBI's relatively lower pro forma ROA and ROE
versus the Peer Group, as well as the factors relating to the Company’s credit risk and interest
rate exposure and earnings growth potential.

3. Asset Growth

CBI experienced modest asset growth of 5.12% during the most recent twelve month
period, versus a 10.69% asset growth rate posted by the Peer Group based on the average. At
the same time, the Company’s longer term growth trends have been more favorable. The
Company will realize a significant increase in its pro forma capital position from the infusion of
stock proceeds, which will provide CBI with comparable leverage capacity relative to the Peer
Group’s leverage capacity. In addition, the Company's expansion strategy focused on the
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establishment of new business resource centers (and possibly converting successful business
resource centers to full-service branches) should provide a favorable platform to support asset
growth. Overall, taking all the foregoing factors into account, we believe no 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. The market area served by the Company includes areas of southeastern
Massachusetts and Cape Cod which are principally suburban in nature and are thus, relatively
similar to the Peer Groups’ markets on average. The primary market areas of the Peer Group
companies have experienced population and household growth since 2000 (see Table 4.1), with
the rate of increase approximating the range exhibited by the Company's markets - the rate of
growth for Barnstable County approximated the Peer Group average while the growth rate for
Plymouth County was above the Peer Group average. Comparative per capita income data
indicates that the Peer Group companies generally operate in markets that have a comparable
level of affluence. Per capita income in the Company's Plymouth County market equals the
Peer Group median while per capita income levels in Barnstable County are modestly above the
Peer Group average but well within the Peer Group range.

The Company will maintain a relatively small share of the deposit market but the Peer
Group companies also maintain a limited share of their respective deposit markets, particularly
those operating in the highly populous Boston metropolitan area. The two Peer Group
companies operating in less populous markets outside of Massachusetts as well as Legacy
Bancorp which operates in more rural western Massachusetts are able to maintain a relatively
greater share of their comparatively smailer markets. As shown in Table 4.1, the unemployment
rates for the Company's markets fell within the range exhibited by the Peer Group's primary
markets. Specifically, the unemployment rates for Plymouth and Barnstable Counties equalled
4.2% and 4.8%, respectively, in comparison to the Peer Group average and median of 4.2%
and 4.8%, respectively.

On balance, we concluded that no valuation adjustment was required for the Company’s
market area in comparison to the Peer Group’s markets.
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5. Dividends

At this time the Company 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. Eight out of ten Peer Group companies pay regular cash dividends, with implied
dividend yields ranging from 1.14% to 4.87%. The average dividend yield on the stocks of the
Peer Group institutions was 2.41% as of June 20, 2008, representing an average payout ratio of
40.55% of core earnings. However, three of the Peer Group companies had very high payout
ratios approaching or exceeding 100% of earnings which were assigned a “NM — not
meaningful’ designation since they are paying dividends out of capital rather than earnings. As
of June 20, 2008, approximately 80% of all publicly-traded thrifts had adopted cash dividend
policies (see Exhibit IV-1) exhibiting an average yield of 2.77% and an average payout ratio of
36.31% of core earnings. The dividend paying thrifts generally maintain higher than average
profitability ratios, facilitating their ability to pay cash dividends.

The Company’s dividend capacity will be enhanced by the Conversion and resulting
increase in capital. At the same time, the Company will maintain a lower ROA in comparison to
the Peer Group which will reduce its relative capacity to pay dividends. Coupled with the
Company's stated growth objectives and the corresponding anticipated needs to retain capital to
support that growth, we concluded that a slight downward adjustment is warranted for purposes
of dividends relative to the Peer Group.

8. Liquidity of the Shares

The Peer Group is by definition composed of companies that are traded in the public
markets. All 10 of the Peer Group companies trade on the NASDAQ system. 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 $24.2 million to $115.0 million as of June 20, 2008, with average and
median market values of $69.4 million and $67.7 million, respectively. The shares issued and
outstanding to the public shareholders of the Peer Group members ranged from 1.6 million to
8.1 million, with average and median shares outstanding both approximating 5.2 million shares.
The Company’s pro forma market value and shares outstanding for the Company will be in the
lower end of the Peer Group range, and will be well below the Peer Group average and median.
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Accordingly, we anticipate that the liquidity in the Company’s stock will be modestly lower
relative to the Peer Group companies’ stocks and have applied a slight downward adjustment
for this factor.

7. Marketing of the Issue

We believe that three separate markets need to be considered for thrift stocks such as
the Company coming to market: (1) the after-market for public companies, in which trading
activity is regular and investment decisions are made based upon financial condition, earnings,
capital, ROE, dividends and future prospects; (2) the new issue market in which converting
thrifts are evaluated on the basis of the same factors, but on a pro forma basis without the
benefit of prior operations as a fully-converted publicly-held company and stock trading history;
and (3) the thrift acquisition market for thrift and bank franchises in Massachusetts. All of these
markets were considered in the valuation of the Company's to-be-issued stock.

A. The Public Market

The value of publicly-traded thrift stocks is easily measurable, and is tracked by
most investment houses and related organizations. Exhibit IV-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 growth,
regulatory issues and stock market conditions. Exhibit 1\V-2 displays historical stock market
trends for various indices and includes historical stock price index values for thrifts and
commercial banks. Exhibit V-3 displays historical stock price indices 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 showed a
positive trend at the start of third quarter of 2007, with the DJIA closing at record highs in mid-
July. 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. A favorable
second quarter earnings report by IBM helped the DJIA close above the 14000 mark heading
into late-July, which was followed a general downturn in stocks during late-July and early-
August. Stocks were driven lower by fears that the housing slump was spreading to the broader
economy and concerns of a widening credit crunch prompted by home mortgage lenders cutting
off credit or raising rates for a growing number of borrowers. The stock market turned highly
volatile in mid-August, reflecting mixed economic news and the angoing fallout from the credit
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crisis. Volatility in the stock market continued to prevail through the end of August, based on
concerns about the impact of the credit crunch on the economy and speculation about whether
or not the Federal Reserve would cut rates at its September meeting. A disappointing
employment report for August, which showed a drop in jobs for the first time in four years,
caused stocks to plummet in early-September. However, upbeat news about consumer
demand boosted stocks in mid-September ahead of the Federal Reserve meeting. Stocks
soared on news of the Federal Reserve's decision to cut the federal funds rate by a half of
percentage point rate, which exceeded the quarter point rate cut most economists had
expected. The larger than expected rate cut generally sustained the positive trend in the
broader stock market through the end of the third quarter.

The DJIA started the fourth quarter of 2007 soaring to a record high, which was
followed by an uneven market for stocks going into mid-October amid uncertainty over
forthcoming third quarter earnings reports. Lackluster earnings and credit concerns sparked a
mid-October seli-off, as Standard & Poor's reduced its rating on more than 1,400 types of
residential mortgage-backed securities.  Stocks rebounded somewhat in late-October,
supported by some good third quarter earnings in the technology sector and the Federal
Reserve’s decision to cut rates by a quarter point as expected. Fresh concerns about problems
in the credit markets becoming worse, fears of soaring energy prices and the dollar falling
caused stocks to plummet in early-November. Following a close below 13000, the DJIA had a
one day rebound of over 300 points on bargain hunting. Stocks pulled back heading into the
second half of November, reflecting concerns that the weak housing market would depress
consumer spending and expectations of more write-downs to be taken on risky debt. Stocks
rebounded in late-November and early-December, amid growing expectations that the Federal
Reserve would cut rates at its mid-December meeting. News of a 0.25% rate cut by the Federal
Reserve sent stocks sharply lower in mid-December 2007, as some investors had hoped for a
more significant rate cut. Credit worries and downgrades of several bellwether stocks also
contributed to the mid-December pullback in the broader stock market. Weak economic data
and expectations that fourth quarter earnings would reflect more large write-downs of subprime
mortgage debt by some of the world's largest banks weighed on stocks in year end trading.

The downward trend in stocks continued at the start of 2008, as mounting
concerns about the economy, higher oil prices and news of more large write-downs taken on
subprime mortgages and debt all contributed to the negative sentiment in the stock market.
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IBM's strong earnings report for the fourth provided a boost to the stock market in mid-January.
Stocks tumbled sharply lower heading into the second half of January on investors' fears of
more damage to come from the subprime mortgage crisis following huge fourth quarter losses
reported by Citigroup and Merrill Lynch. A surprise 0.75% rate cut by the Federal Reserve on
January 22, 2008 helped to limit damage from the prior day’s sell-off in the global markets,
which was spurred by fears that a U.S. recession would slow economic growth in the foreign
markets as well. News of a possible bond-insurance bailout triggered a sharp mid-day rebound
in the DJIA the day following the rate cut, as the DJIA recovered almost 600 points from
morning lows and closed up almost 300 points for the day. Following three consecutive
sessions of gains, stocks closed lower at the end of the week on profit taking. Some positive
economic data and a second rate cut by the Federal Reserve in nine days helped the broader
stock market to close out January on an upbeat note.

Recession fears, fueled by a decline in January service-sector activity, triggered
a broad based sell-off in the stock market in early-February 2008. A favorable retail sales report
for January helped stocks to rebound in mid-January, which was followed by a downward trend
heading into late-February amid higher oil prices, more weak economic data and signs of
stagfiation. Following a brief rally, stocks plunged at the end of February on concerns about the
ongoing credit crisis and rising oil prices. Escalating problems in the bond market and weak
economic data, which included job losses in the February employment report and a record
number of homes entering foreclosure in the fourth quarter, extended the downturn in the
broader stock market during the first part of March. Stocks soared higher heading into mid-
March after the Federal Reserve said it would lend Wall Street $200 billion in a move aimed at
taking difficult to trade securities temporarily out of circulation. The stock market experienced
heightened volatility in mid-March, with the DJIA swinging significantly higher or lower on a daily
basis. Stocks declined sharply on news of Bear Steamns’ collapse, which was followed by a
more than 400 point increase in the DJIA. The surge in stocks was supported by the Federal
Reserve cutting its target rate by 0.75% to 2.25% and Goldman Sachs and Lehman Brothers
reporting better than expected earnings. Stocks tumbled the following day, with the DJIA
declining by almost 300 points on renewed worries about the economy. Led by financial stocks,
the stock market rebounded strongly heading into late-March. Major contributors to the rally in
financial stocks were Fannie Mae and Freddie Mac, which rebounded on easing of regulatory
constraints, and J.P. Morgan'’s increased bid for Bear Stearns from $2 a share to $10 a share.
Concerns about the broader economy pressured stocks lower at the close of the first quarter.
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Overall, the first quarter of 2008 was the worst quarter for the DJIA in five and one-half years, as
a 7.6% decline was recorded in the DJIA for the first quarter.

in terms of trends in the broader stock market during the second quarter of 2008, stocks
surged higher at the start of the second quarter of 2008. The Dow Jones Industrial Average
(“‘DJIA") posted a gain of almost 400 points on news of two major financial firms with significant
credit risk issues taking steps to shore up their capital. Uncertainty over first quarter earnings
reports provided for a narrow trading range heading in mid-April, which was followed by a
downturn in the broader stock market. Stocks retreated after a disappointing first quarter
earnings report from General Electric stoked concerns about the health of both corporate profits
and the economy in general. Some better-than-expected first quarter earnings reports provided
a boost to stocks in mid-April, which was followed by a narrow trading range through the end of
April amid mixed earnings reports and the Federal Reserve’s decision to cut its target rate by
0.25% as expected. The broader stock market started May on a positive note, but then led by a
sell-off in financial stocks reversed course heading into mid-May. Higher oil prices and ongoing
concerns of eroding credit quality contributed to the decline in financial stocks. The broader
stock market showed a positive trend heading into mid-May, which was supported by a‘slight
decline in oil prices and encouraging inftation numbers reflected in the April data for consumer
prices. Soaring oil prices and growing concerns about inflation triggered a seli-off in the broader
stock heading into the second half of May. The downward in stocks continued through the end
of May and into-early June amid concerns about more credit-related losses forecasted for the
financial sector. Following a one day rebound on surprisingly strong retail sales data for May, a
spike in the May unemployment rate accelerated the early-June slide in stocks. Led by a
decline in financial shares, the downward trend in stocks prevailed through most of June. On
June 20, 2008, the DJIA closed at 11842.69, a decrease of 11.4% from one year ago and a
decrease of 10.7% year-to-date, and the NASDAQ closed at 2406.09, a decrease of 7.1% from
one year ago and a decrease of 9.3% year-to-date. The Standard & Poor's 500 Index closed at
1317.93 on June 20, 2008, a decrease of 12.3% from one year ago and a decrease of 10.2%
year-to-date.

The market for thrift stocks has been mixed during the past 12 months, but, in
general, thrift stocks héve underperformed the broader stock market. A disappointing report on
the outlook for the housing market weighed on the thrift sector in mid-May 2007, with the
National Association of Home Builders report projecting that home sales and housing production
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would not begin to improve until late in 2007. 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’s
and Moody's announced plans to downgrade securities backed by subprime mortgages.
Bargain hunting and strength in the broader market supported a brief rebound in thrift stocks in
mid-July, which was followed a sharp sell off on fears of spreading subprime problems and
some second quarter earnings reports showing deterioration in credit quality. A disappointing
second quarter earnings report by Countrywide Financial and a larger-than-expected decline in
new home sales knocked thrift equities lower in late-July. The downturn in thrift stocks
continued into the beginning of August on news that American Home Mortgage Investment
Corp. was shutting down operations due to liquidity problems. Thrift stocks participated in the
volatility exhibited in the broader stock market in mid-August, but, in general, the downward
trend in thrift equities continued during the first half of August. Thrift equities benefited from the
mid-August discount rate cut by the Federal Reserve and then fluctuated along with the broader
market through the end of August based on speculation over the outcome of the Federal
Reserve’s next meeting. The weaker-than-expected employment report for August depressed
thrift issues in early-September, but thrift stocks bounced back in mid-September. The recovery
in thrift stocks was aided by news that Countrywide Financial had arranged for an additional $12
billion of secured borrowings. Thrift stocks rallied on news of the larger than expected 50 basis
rate cut by the Federal Reserve, although the positive trend in thrift stocks was not sustained
through the end of the third quarter. The pull back in thrift stocks reflected ongoing concerns
over the weak housing market and the anticipated rise in credit quality related losses that were
expected to be seen in third quarter earnings reports.

Thrift stocks traded in a narrow range at the start of the fourth quarter, but then
headed lower in mid-October. The downturn was led by thrifts with exposure to the subprime
market, as those institutions reported larger than expected credit losses for the third quarter.
The as expected quarter point rate cut by the Federal Reserve helped thrift stocks to stabilize in
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late-October, although the sell-off in thrift equities resumed in early-November. Institutions with
exposure to the subprime mortgage market continued to lead the downturn, as Washington
Mutual's stock plunged on expectations that it would continue to experience significant credit
losses in 2008. Beaten down thrift stocks recovered modestly going into mid-November, but the
downturn resumed on worries over further deterioration in the subprime market and the
depressed housing market. Freddie Mac's significantly larger-than-expected loss for the third
quarter prompted further selling in thrift stocks heading into late-November. Hopes for a rate cut
at the next Federal Reserve meeting boosted the thrift sector in fate-November. Thrift stocks
traded in narrow range in the first week of December, as investors awaited the outcome of the
forthcoming Federal Reserve meeting. The mid-December downturn in the broader market
following the Federal Reserve's decision to lower rates a quarter point was evidenced in the
thrift sector as well. In contrast to the broader stock market, thrift stocks continued to trade
lower the day following the rate cut. The weak housing market, as reflected by a sharp drop in
home prices and a drop-off in mortgage application volume, along with inflation worries and
predictions of massive write-downs that would be recorded in the fourth quarter were noted
factors that depressed thrift stocks through the end of December.

The downward spiral in thrift stocks continued at the beginning of 2008,
particularly the stocks of those institutions with significant exposure to the subprime mortgage
market such as Countrywide and Washington Mutual. Thrift stocks in general were also hurt by
weak housing data and the growing prospects that the housing slump would continue
throughout 2008. News of a rise in mortgage delinquencies at Countrywide and rumors of
Countrywide going into bankruptcy further contributed to the slide in thrift stocks heading into
mid-January. The announced acquisition of Countrywide by Bank of America had littie impact
on thrift stocks in general. Earnings related worries depressed thrift stocks heading into the
second half of January, reflecting expectations that more significant credit quality related losses
would be a widespread factor in the fourth quarter earnings reports for thrift institutions in
general. Thrift stocks moved higher on the surprise rate cut by the Federal and then spiked
higher along with the broader stock market the day following the rate cut. Consistent with the
broader stock market, thrift stocks traded lower at the end of the week. For the balance of
January and through most of February, thrift stocks generally paralleled trends in the broader
market. Financial stocks led the broader market lower at the end of February and into the first
part of March, as worries about the health of key financial companies escalated. Shares of thrift
stocks were among the hardest hit, as investors dumped thrift stocks in conjunction with a sharp
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sell-off in the stocks of Fannie Mae and Freddie Mac amid fears that defaults would force them
to raise more capital. News of the Federal Reserve's $200 billion liquidity program sent thrift
stocks sharply higher heading into mid-March. Thrift stocks participated in the day-to-day
swings experienced in the broader stock market during mid-March, as investors assessed the
outlook for mortgage lenders in a slumping market for housing and the possibility of the
economy going into recession. The rebound in the stocks of Fannie Mae and Freddie Mac
provided a healthy boost to thrift stocks heading into late-March, while troubling economic data
and warnings of further write downs puiled thrift stocks lower along with the broader stock
market at the close of the first quarter.

Thrift stocks surged higher in conjunction with the broader stock market at the
start of the second quarter of 2008, as UBS and Lehman Brothers announced plans to bolster
their capital to offset huge losses recorded from writing down troubled investments. A weaker-
than-expected employment report for March depressed thrift stocks in early-April, although thrift
stocks bounced back on news that Washington Mutual was in discussions to raise $5 billion
from private equity-led investors. Thrift stocks drifted lower heading into mid-April in anticipation
of first quarter earnings remaining depressed by more write downs on mortgages and mortgage-
related securities. Bargain hunting and some positive first quarter earnings events provided a
modest boost to thrift stocks in late-April, while thrift stocks edged lower on news of the Federal
Reserve rate cut at the end of April. Calmer credit markets and a better-than-expected
employment report for April were somewhat offset by a cut in Countrywide’s credit rating, as
thrift stocks traded unevenly at the beginning of May. Higher oil prices and more negative news
reported by financial institutions pressured thrift stocks lower going into mid-May. Thrift stocks
edged higher along with the broader stock market heading into mid-May, which was followed by
a slight pullback on inflation worries, higher oil prices and more weak data coming from the
housing sector. In late-May and early-June, thrift shares settled into a narrow trading range and
then sold off along with the broader market on news of the spike in the May unemployment rate.
Thrift prices deteriorated further heading into mid-June on concerns of mounting credit-related
losses as mortgage delinquencies and foreclosures continued to surpass record levels.
Following a mild rebound in mid-June, thrift shares tumbled lower at the end of the second
quarter as financial shares were pummeled by downgrades by Wall Street analysts and second
quarter profit worries. On June 20, 2008, the SNL index for all publicly-traded thrifts closed at
896.2, a decrease of 46.4% from one year ago and a decrease of 15.3% year-to-date.
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B. The New issue Market

In addition to thrift stock market conditions in general, the new issue market for
converting thrifts is also an important consideration in determining the Bank's pro forma market
value. The new issue market is separate and distinct from the market for seasoned thrift stocks
in that the pricing ratios for converting issues are computed on a pro forma basis, specifically:
(1) the numerator and denominator are both impacted 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 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 a number of the recent offerings being undersubscribed and typically reflecting
only modest price appreciation or, in some cases, trading below their IPO prices in initial after
market trading activity. As shown in Table 4.2, one second-step conversion and two mutual
holding company offerings were completed during the past three months. Baltimore County’s
and William Penn'’s offerings were closed at the minimum of their respective valuation ranges,
while Malvern Federal's offering was closed at the maximum of the valuation range following a
resolicitation of subscribers at a lower valuation range. Baltimore County's second-step
conversion offering closed at a pro forma P/TB of 63.6%, Wiliam Penn's mutual holding
company offering closed at a full-converted pro forma P/TB ratio of 56.5% and Malvern
Federal's mutual holding company offering closed at a fully-converted pro forma P/TB ratio of
63.7%. Based on closing stock market prices as of June 20, 2008, Baltimore County’s, William
Penn's and Malvern Federal’s stock prices were up 13.5%, 42.5% and 7.5% from their
respective IPO prices.

Shown in Table 4.3 are the current pricing ratios for the one company that has
completed a fully-converted offering during the past three months and is traded on NASDAQ or




00Z "0 wany Dy "oy w " e W ) e m Dusage § sl ey (y)
TUSRAFERA ety oo @ uorpenbon peeriemo Qeneeusywey (1) TS 40N 0 TS U Ll Srd wn S seag (D)
" LIAUSD Y US g EuLxy ax] Amdums & X DMt 50g Bepo N O mand § vy (7))
Woun pess sy (8) BIE AU W L)) T 1 N U L) S500r W OKLg0 S e {5 wan pomprties g1 0N (1)
IRRARAR S0 ey 109 Waeapdy 0N - YIL 'POPRIL 0N - LN, WS SSSIG LRI ) THE SR el SOR TR ) 4§ peuncped middy - . a10N
1413 et %t "t Elall e Lig 13 L Y oo g L 1N} ure ki alY wer wa'ty %00 Ligd Eeaid klad “e'e wu bl %l wit “ir LI R koAl REET [14] 1 |‘TuSfSALS]) IV - THHPMY
T T 0 (LI LTS Y T L T Y O A T L LT TR T Y I (Y wr % |xeoe  {wre  |sen %y L] L1 vwo%¥L % “rr TEOB|WKE WNE [%REET wir f [isuersseauoo By - welesmay
SO LI R LY - BT (OO L T 75 TE N VS TR SR Iy IO ¥ wEEL NF0 [XEN O FNRE %0 [%omo  [wwy %t [%rs %re U N [%en L TR YELOE[REI KOLT (%AE0L 80P 3 [SuopusaueD Avedwes BUBREH N - Surmeny
Q8 AT [%06T ezes [%eiE Teme [%IEs s |ooely  |wor ®ITE  KFO (NCHE M %LOF %000 [wED %rth  [%ew %y 1] v %y wDOL %R PEL B[N NRLW (REEOE WOy 8 [Tuerissues Auedaten Bummi meang - sdieivay
STF ST INGUE LGS |WSTE S2UIt [weu st |oomis [wse ®ESL WG [%IIt Rl wsws w00 [wge LIy TR T3 WS RFEONEI WD [w0w "5y iz SO fINONZ  WEZO  [WISZL BRZ  § YORVIHNONM SORLY  vd e dooury g uempg
>3 e fwes sanls  (woDL  ooLIt  |wew ssoit |ooois |waz %Wt %o  |wem wm  owwe [ (wes LT 1 TR T we o'y 9 |wrs LTI 72 s 1w W |wzy e 1| ovoreaT sEs  vd e deeueg meeed umen
FRRRIGRS KT STpiar] mwp
ek ST [XeEr srus |%aE peus Jxewt et |ownis [a LT L 1] %Y W %y |%eoe  |%ee %iw  |%rt %y u b2 B LT AT ney 1w wAre %y iy 4 [uemraces de puesey - suepeny
el I (%ot e s s xess oo | ooes [ 't L] x“r M %rer  |xoow  |wee %L %tE %I n o [%En % xer [ ] WO INRLE K23 4 [eeioeaed dee pusesy - seluey
Stk St [wsee st Iwssk seus [wros rous | coges [ww LY¥3 nN ey AN %o Iwcoc  lmcc  {wie L1x [*1) N YN %221 wor »o el 3 |nme ey |wers @@ ¢ | ovosnedsod men dn "oy ‘doseyg 9309
FARANES T Fuseig
%S 0] [ G] 2] ) [ 0] 1G] LE™ Y] 0] ™ W W | W | RAWF | ™ ) % [ ~ 0 W | IRE W | WP
DRGSR | Y CRASH [ YONS IV [ SRS w3 o 308 var oo w E12 [iec] L2 ™ Ry Ry XY | P TRy = T Lot I | ) N | N N Lo L] Loy
- LT - Lo F) » LLF] » Bupuy odi oy Ll C] o) puspg | ¥ wwdny wg *Boomy (3] g % - g .y IoWdN | Mg ]
muy oy g ry Do L. i
el Bkl R Te)warry B 3TN0 % TR WD T ey O PR
T wpuei Basid odreog T WWod ot e ] 1 uonapn vamus basug WG GO MA DS oL Ry
{s[auopy eezyl 1seT) peje|dwio) SUC|SISAUCY JUSIRY
SPUSIL WYY PUT s3)IspejarIryD Bupopg
Treigel
A .
SISATYNY NOILLVYITTVA D7 pPunty L Sy

@ ® 9 o ® ® K 2 L 2 ®e @




D7 'EpuRWY dH Aq 800 (2) WBuAdes

"UORELLIGIU NS JO SEeuReiduo Jo L3898 eu 69iURIENG JOUUED M INQ 'SIGRTAI @S2 GAG10q 9M SNOE WAL PAUIFIO LSed S Loda) S Ut PepIAcsd LOBULIGII 01 ‘SUCHEINOES 0 ROURY dt PUR ‘tEnR Buleyo 'suodw simiodio])  SAMOS

RIEC-  %RCOD- WILr  %BED %00 %608

WIE'T  %EQO RILP WBEG- WPDD *a0's
®IET WeT'o %0LC WO %OT'L %90'LH

gegs L1 %000 0008

8cgs WN %000 00'0%
gez'es WLE'DE  WlLT gE08

(o) {%) (%) (%) (%) (%) {ws} (%) (%) (s)
305 ki3 5049 Yod  TREY Ry flemv (L5 S TP wWeug
) peyioday MvdN  tAnby 201 noked Aunowy
{glsonsuaioriByl) [wIURUl4 {(F)spuepmd

“SINSU8I0RIEYD BUNRIBHO [BSNLN O SeIIANDE UoNSINboR pauolunt Jo [BN1oR 10 19efgns ey seluediuos soy) sugpew pue sebrieg wayy sepnjoxy ()
‘$8IUE[E] 595 (2101 PUR AYnbe UCLIWeD eBesear pue SBULLRS UOWLWOD LLow Zi Buliken Lo pesaq sonwd pelwXpu) e (Anbe uo wnja) J0H PuUR {$)e368 U0 WiNe) YOu (@)

“sBUILLIRS 0100 pajELSE WUOW 24 BLiren Jo Juealed B 5B PUBPIAIP LiLoW Z) pelRip) {5)
"PArRReR PUSPAD AusLenb Jtu] Uo PRSTQ ‘PUSPIAR LiuowW Zt pelepul {¥)

"$DUlLIES G100 0} 83d « QIGDYd PUB '8MiaA 300q |qiBue) a1 09 = BL7d [SINSSE 0 $3Ud = V/d 00 0} #d = Gid ‘SBURLER ) eud = T/d ()
'$I58Q Peaya-x@) B uo kwel Suwsedo-uou juo o) peEn{pe 'BRp Uuow Z| Buyen @M Uo peteg S (559G wed sowyse) 543 (Z)

8bAl
SISATYNY NOLLVN VA

N %9LZTL  WSSG %0988 WN E9'0LS
N WKOL'ZL  WEE'S %9969 WN S
XQLOZ  %EBELL WRIOTL  %PT0L X200 Siels
0 %) (%) {9%) 3] (%)
wogd §0d wid gd 3d A WegE
{Eiseney Bupyg A

008

800Z ‘0Z suNf* Jo sy saaud
seAnmRdiwo) Bupnd 1een
Crogay

weg eys Jeag

"armye Jod eoind New/mig 40 MoyBi o ebrieay (1)

SEHIS O Jo oup "dieoueg g508 8508

[SHIN 50T SGII0 © 199] POLRAUG

STHLS (OHW ou) sypuop € jse) pelesueD

CO'GMES 1541 soRdweD Jand Iy
{ng) s}
L7 S (81T OBTRSU Tepmuet ]

il i ] N4

) [T )

Wy

07 'ouRUlS L JY



RP® Financial, LC. VALUATION ANALYSIS
V.19

an Exchange. Based on its closing stock price as of June 20, 2008, Baltimore County was
trading at a P/TB ratio of 72.16%.

C. The Acquisition Market

Also considered in the valuation was the potential impact on CBl's stock price of
recently completed and pending acquisitions of other savings institutions operating in
Massachusetts, seven of which involved mutual-to-mutual mergers. As shewn in Exhibit IV-4,
there were 10 Massachusetts thrift acquisitions completed from January 1, 2005 through year-
to-date 2008 and there is one acquisition currently pending. The recent acquisition activity
involving Massachusetts savings institutions may imply a certain degree of acquisition
speculation 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 experienced 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 CBI's stock. However, since converting thrifts are typically subject to a three-year
regulatory moratorium from being acquired, acquisition speculation in CBI's stock would tend to
be less compared to the stocks of the Peer Group companies.

* k& & Kh Kk k *k ¥ * *k K

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 thrift conversions and the local acquisition market for thrift stocks. We placed the
greatest weight for this adjustment on the significant sell-off in financial stocks in the months
leading up to the valuation date and the aftermarket trading results of recent conversion
transactions where four out of five recent offerings are currently trading below their PO prices.
For these reasons, we applied a moderate downward adjustment in the valuation to for the
marketing of the issue factor.
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8. Management

CBl's management team appears to have experience and expertise in all of the key
areas of the Company's operations. Exhibit IV-5 provides summary resumes of CBI's Board of
Directors and senior management. While the Company does not have the resources to develop
a great deal of management depth, given its asset size and the impact it would have on
operating expenses, management and the Board have been effective in implementing an
operating strategy that can be well managed by the Company’s present organizational structure
as indicated by the financial characteristics of the Company. CBI currently does not have any
executive management positions that are vacant.

Similarly, the returns, capital positions, and other 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 competitive operating strategies.
Therefore, on balance, we concluded no valuation adjustment relative to the Peer Group was
appropriate for this factor.

9. Effect of Government Regulation and Regulatory Reform

In summary, as a fully-converted federally-insured institution, CB! will operate in
substantially the same regulatory environment as the Peer Group members -- all of whom are
well capitalized institutions and are operating with no apparent restrictions. Exhibit V-6 reflects
the Company's pro forma regulatory capital ratios, while the Peer Group’s regulatory capital
ratios were previously shown in Table 3.2. 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 Company's pro
forma market value should reflect the following valuation adjustments relative to the Peer
Group:

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

Effect of Government Regulations and Regulatory Reform  No Adjustment

Valuation Approaches

In applying the accepted valuation methodology promulgated by the OTS and adopted in
practice by the FDIC and the Division, i.e., the pro forma market value approach, including the
fully-converted analysis described above, we considered the three key pricing ratios in valuing
the Company’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 computing the pro forma impact of the Conversion and the related pricing ratios,
we have incorporated the valuation parameters disclosed in CBl's prospectus for offering
expenses, reinvestment rate, effective tax rate and stock benefit plan assumptions (summarized
in Exhibits IV-7 and {V-8).

RP Financial's vatuation 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 Company's and the Peer
Group’'s earnings compaosition and overall financial condition, the P/E
approach was carefully considered in this valuation. At the same time, given
the current low level of earnings within both the industry, the Peer Group and
the Company, we have also considered alternative valuation approaches as
described below.

. P/B Approach. P/B ratios have generally served as a useful benchmark in
the valuation of thrift stocks, particularly in the context of a public offering, as
the earnings approach involves assumptions regarding the use of proceeds.
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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., priceftangible book value or “P/TB”), in that the
investment community frequently makes this adjustment in its evaluation of
this pricing approach.

. P/A Approach. P/A ratios are generally a less reliable indicator of market
value, as investors typically assign less weight to assets and attribute greater
weight to book value and earnings - 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 forma
P/A ratio. At the same time, the P/A ratio is an indicator of franchise value,
and, in the case of highly capitalized institutions, high P/A ratios may limit the
investment community’s willingness to pay market multiples for earnings or
book value when ROE is expected to be low.

The Company has adopted Statement of Position (“SOP”) 93-6, which causes 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 since the ESOP shares are economically dilutive, receive dividends and can be

voted. However, we did consider the impact of SOP 93-6 in the valuation.

Based on the application of the three valuation approaches, taking into consideration the
valuation adjustments discussed above, RP Financial concluded that the pro forma market
value of the Company’s conversion stock as of June 20, 2008 was $24 616,250 at the midpoeint,
inclusive of 111,625 shares issued to the Foundation for a value of $1,116,250 based on a per
share value of $10.00 at issuance. The offering amount at the midpoint is equivalent to
$23,500,000 or 2,350,000 shares at $10.00 per share. The following sections describe the
application of the valuation methodology.

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

calculating the Company’s pro forma market value by applying a valuation P/E multiple to the
pro forma earnings base. In applying this technique, we considered both reported eamings and
a recurring earnings base, that is, earnings adjusted to exclude any one-time non-operating
items, plus the estimated after-tax earnings benefit of the reinvestment of the net proceeds.
The Company’s reported earnings and core earnings both equaled $576,000 for the 12 months
ended April 30, 2008. The Peer Group's reported earnings were only modestly impacted by
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non-operating items which were excluded on a tax effected basis for purposes of developing the
Price-to-Core earnings multiple (Note: see Exhibit IV-9 for the adjustments applied to the Peer
Group's earnings in the calculation of core earnings).

Based on the Company’s reported and estimated core earnings, and incorporating the
impact of the pro forma assumptions discussed previously, the Company’s pro forma reported
and P/E multiple at the $24.6 million midpoint value equaled 57.20 times which reflects a
208.7% premium to the Peer Group average P/E muitiple of 18.53 times. On a core earnings
basis, the P/Core multiple at the midpoint valuation equaled 57.20 times which was at a 159.4%

premium to the Peer Group's average core earnings multiple of 22.05 times (see Table 4.4).

2. Price-to-Book (*P/B"}. The application of the P/B valuation method requires

calculating the Company’s pro forma market value by applying a valuation P/B ratio, derived
from the Peer Group’s P/B ratio, to the Company's pro forma book value. Importantly,
corresponding to the treatment in the Company’s conversion prospectus, pro forma equity has
been adjusted to reflect the after-tax impact of the establishment of the Foundation ($1.2 million
pre-tax expense and $693,250 after tax at the midpoint of the offering range). In applying the
P/B approach, we considered both reported book value and tangible book value. Based on the
$24.6 million midpoint valuation, CBI's pro forma P/B and P/TB ratios equaled 57.57% and
58.70%, respectively. In comparison to the respective median P/B and P/TB ratios indicated for
the Peer Group of 81.38% and 105.10%, the Company's ratios reflected discounts of 37.0% and
44.2%. At the top of the super range, the Company’s P/B and P/TB ratios equaled 65.83% and
66.94%, respectively. In comparison to the Peer Group’s median P/B and P/TB ratios, the
Company's P/B and P/TB ratios at the top of the super range reflected discounts of 28.0% and
36.3%, respectively.

3. Price-to-Assets ("P/A™}. 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 midpoint of the valuation range, CBl's value equaled 6.06% of pro forma assets.
Comparatively, the Peer Group companies exhibited a median P/A ratio of 10.46%, which
implies a discount of 42.1% has been applied to the Company’s pro forma P/A ratio.
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Comparison to Recent Offerings

As indicated at the beginning of this chapter, RP Financial's analysis 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 cannot
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 refiect the actual impact of reinvestment and the source
of the stock proceeds (i.e., external funds vs. deposit withdrawals). The most recent standard
conversion offering completed, which did not include a simultaneous acquisition, was completed
by Danvers Bancorp of Massachusetts on January 10, 2008. Danvers Bancorp’s closing P/TB
was 82.3%. In comparison to Danvers Bancorp's closing pro forma P/TB ratio, the Company's
P/TB ratio of 58.7% at the midpoint value reflects an implied discount of 28.7% and at the top of
the super range the discount narrows to 18.7% based on the Company's pro forma P/TB ratio of
66.9%. As of June 20, 2008, Danvers Bancorp’s stock closed 17.5% above its IPO price.

The most recent conversion completed which was similar to the Company in terms of
asset size, was First Advantage Bancorp of Tennessee, which completed its standard
conversion offering as of November 20, 2007. First Advantage Bancorp's closing P/TB was
68.3% and the closing P/E was over 40 times reflecting a closing between the midpoint and the
maximum of the offering range. In comparison to First Advantage Bancorp's closing pro forma
P/TB ratio, the Company's P/TB ratio of 58.7% at the midpoint value reflects an implied discount
of 14.1% and, at the top of the super range, the discount narrows to 2.0% based on the
Company's pro forma P/TB ratio of 66.9%. As of June 20, 2008, First Advantage Bancorp's
stock closed 22.2% above its IPO price and was trading at approximately 72% of its reported
book value per share as of March 31, 2008.

Other Considerations

As discussed previously in the section addressing new thrift IPOs, the new issue market
is separate and distinct from the market for seasoned thrift stocks in that the pricing ratios for
converting issues are computed on a pro forma basis. Typically, conversion vailues are
discounted relative to pro forma book value and, in virtually all conversion transactions, P/B and
P/TB ratios are significantly discounted versus the peer groups. These valuation discounts do
not indicate that converting institutions are being undervalued. Rather, the reasons for the
valuation discounts include: (1) the nature of the pro forma pricing calculations, where the
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proceeds of the offering are included in capital, results in P/B and P/TB ratios less than 100%
regardless of where the peer group companies are trading; (2) the conversion appraisal
guidelines require consideration of all approaches (book value, earnings and assets) and in
many conversion offerings discounted P/B ratios are offset by P/E ratios that significantly
exceed the peer groups; and, (3) investors tend to value newly converted companies at a
discount versus seasoned companies (included in the peer groups) because the converting
company typically operates at a below market ROE until such time as the proceeds of the
offering can be fully deployed and leveraged. These dynamics are supported by actual
conversion data (see Exhibit [V-10} which shows that the last 10 conversions were valued at an
average and median discount of 37.8% based on P/TB ratios yet their trading prices increased
by and average and median of just 8.3% and 5.9%, respectively, in the first week of trading. In
assessing the P/TB discounts for the Company's valuation {36.3% at the supermaximum and
44.2% at the midpoint), we considered the these discounts were not at great variance from the
data shown in Exhibit IV-10. Moreover, we considered the valuation premiums for the Company
that result under the P/E approach in the valuation conclusions and took into account the
significantly higher levels of NPAs exhibited by the Company versus the Peer Group, all of
which suggest that the valuation discounts under the P/B and P/TB approaches are appropriate.

Valuation Conclusion

Based on the foregoing, it is our opinion that, as of June 20, 2008, the aggregate pro
forma market value of the Company's common stock, including the stock portion of the
contribution to the Foundation immediately following the offering, is $24,616,250 at the midpoint,
equal to 2,461,625 shares issued at a per share value of $10.00. 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 4.4 and are detailed in Exhibit V-7 and Exhibit IV-
8.
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Valuation Range

Shares
Minimum
Midpoint
Maximum
Supermaximum

Value

Minimum
Midpoint
Maximum
Supermaximum

Offering
Amount

1,997,500
2,350,000
2,702,500
3,107,875

$ 19,975,000
$ 23,500,000
$ 27,025,000
$ 31,078,750

VALUATION ANALYSIS
V.26
Foundation Total
Shares Issued
94,881 2,092,381
111,625 2,461,625
128,369 2,830,869
147,624 3,255,499
$ 948,810 $ 20,923,810
$ 1,116,250 $ 24,616,250
$ 1,283,680 $ 28,308,690
$ 1,476,240 $ 32,554,990
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EXHIBIT I-1

Campello Bancorp, Inc.
Audited Financial Statements

[Incorporated by Reference]




EXHIBIT I-2

Campello Bancorp, Inc.
Key Operating Ratios




Selected Financial Ratios and Other Data:

Performance Ratios:

Returmn on average assets . .......oocccereernencmeesirer v

Retum on average equity .
Interest rate spread (1)......
Net interest margin (2).
Efficiency ratio (3).....ccoocemrvrie v

Noninterest expense to average total assets ...............

Average interest-earning assets to average

interest-hearing 1{abilities .....cccoevoemreevierieecnens

Asset Quality Ratios:

Non-performing assets as a percent of total assets ...

Non-performing loans as a percent of total loans...
Allowance for loan losses as a percent of non-
performing loans...

Allowance for loan losses asa pcrccnt of tota] Ioans

Net charge-offs as a percent of average loans

QUESEANCING oottt ettt

Capital Ratios:

Total risk-based capital (to risk weighted assets).......

Tier 1 risk-based capital (to risk weighted assets)...

Equity to total 8SSE1S ........cvovvererercemcrnerimsrvernsrssnnenses

Tier 1 leverage (core} capital (to adjusted mnglb]e
assets)... -
Average cqu:ry to averagc total assets

Other Data:

Nutber of full service offices. ..o iveiieeea,

(1) Represents the difference between the weighted-average vield on interest-earning assets and the weighted-average cost of interest-bearing

liabilities for the year,

Exhibit I-2
Campelio Bancorp, Inc.
Key Operating Ratios

At or For the Years Ended April 30,

2008 2007 2006 2005 2004
....... 0.15% 0.30% 0.50% 0.49% 0.59%
2.45% 4.74% 741% 6.92% 7.58%
2.38% 2.49% 31.14% 31.39% 323%
282% 2.97% 3.54% 3.67% 3.50%
86.18% 83.19% 73.61% 74.73% 77.69%
....... 3.03% 3.05% 3.05% 3.10% 3.30%
....... 11231% 113.77% 117.09% 11791%  117.70%
....... 2.23% 3% S5% 37% 54%
245% 33% 56% A45% 68%
57.77%  361.76% 211.72%  228.68%  138.94%
1.41% 1.18% 1.19% 1.02% 94%
0.03% 0.01% 0.04% 0.04% 0.00%
....... 11.11% 11.57%  12.46% 13.64% 15.71%
9.85% 10.32%  11.20% 12.39% 14.52%
....... 6.05% 6.18% 6.58% 6.79% 7.40%
6.91% 7.25% 7.88% 839% 9.53%
6.21% 6.43% 6.70% 7.09% 7.84%
6 6 6 5 ]

{2) The net interest margin represents net interest income as a percent of average intercst-¢aming assets for the year,
(3) The efficiency ratio represents non-interest expense divided by the sum of net intcrest income end non-interest income.
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Campello Bancorp, inc.
Investment Portfolio Composition -




nvestment securities available for
sale:
U.S. Government and agency

Obligations. ..........cce et

Other .....................

Total investment securities
available-for-sale ...........cccocoevvvnnnn

[nvestment securities held-to-
maturity;
U.S. Government and agency
obligations................

Total securities held to matrity.......

Mortgage-backed securities available

for sale:

Fannie Mae...........oocecivieirceeee i

Ginnie Mae..,

Freddie Mac ......c.....cccovvveinvcrirniicee,
Collateralized mortgage obligations........

Total mortgage-backed securities

available forsale..........ccoeeeee.e..

Exhibit -3
Campello Bancorp, Inc.

Investment Portfolio Composition

At April 30,
2008 2007 2006
Amortized Fair Amortized Fair Amortized Fair
Value Cost Value Cost Value
(In thousands)
27,061 § 27294 § 29116 5 2889 § 29,861 $ 29166
27061 §_ 27294 § 20116 §__ 2880 i 29861 5_ 29166
— $ — % — s — $ — s —_
— $ — § — b — by — by —
122 $ 122 $ 157 $ 155 $ 224 b 219
120 120 152 151 194 190
— — — — 1 1
— — 3 8 35 Kh!
$ 29§ 242§ 317§ 314§ 454 § 445
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Campello Bancorp, Inc.
Yields and Costs




Exhibit -4
Campello Bancorp, Inc.
Yields and Costs

For the Years Ended April 30,

2008 2007 2006
Interest Interest Interest
Average Income/ Yield/ Average Income/ Yield/ Average Income/ Yield/
Balance Expense Cost Balance Expense Cost Balance Expense Cost
(Dollars in thousands)
Interest-earning assets:
Loans.......ocoeeevvvennveernrnsnen. § 325558 § 21,198 6.55% $ 201,185 3 19,551 6.71% $ 258,479 § 16,078 6.22%
Mortgage-backed securities ... 276 14 5.07% 382 16 4.19 544 19 349
Investment securities ............. 29,379 1,277 435% 29,097 1,050 361 29,451 886 3.01
Federal funds sold.................. 2,444 79 3.23% 1,572 79 5.03 810 27 3.33
Other.......ooo s 4,859 280 5.76% 4,447 249 5.60 3.941 160 4.06
Total interest-carning
BSSEES . v renrae s 360,516 22,848 6.34% 326,683 20,945 6.41% 2937225 17,170 5.86%
Noninterest-earning assets...... 18.557 18,488 18,206
Total assets.......covnnin. $ 379073 $ 345171 § 311431
Interest-bearing liabilities:
Deposits...........covererciniarennns $ 238,796 8,549 3.58 $ 219,511 7,634 348 $ 194,641 4,296 221
Subordinated deferrable 024
interest debentures....oooiveen. 4,124 381 924 4,124 381 ' 4,124 381 9.24
Borrowed funds......ccceevinans 78,086 3,767 4.82% 63,503 3,236 5.10% 51,653 2,126 4.11%
Total interest-bearing
lighilities......coovenrrerrnenn. 321,006 12,697 3.96% 287,138 11,251 3.92% 250,418 6,803 2.1%
Noninterest-bearing
liabitities..........ococccvrreeeennne 34522 35,842 40,134
Total liabilities 355,522 322,980 290,552
Stockholder’s equity .............. 23,545 22191 20879
Total liabilitics and
stockholder’s equity...... $.379.073 § 345171 $ 311431
Net interest income................ $__9.694 510367
Interest rate spread................. 238% 2.49% 3.14%
Net interest-caming assets ... £ 39510 3 39545 - § 42807
Net interest margin................ 2.82% 297% 3.54%
Average interest-caming
assets to average interesi-
bearing liabilitics............... 11231% 113.77% 117.09%
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Campello Bancorp, Inc.
Interest Rate Risk Analysis




Exhibit |-5
Campello Bancorp, Inc.
Interest Rate Risk Analysis

Net Interest [ncome

Change in Interest Rates ¥ $ Amount $ Change % Change
(Dollars in thousands)
+200 bp $ 11423 $  (540) 4.5%
Obp $  1L963 5 - 0.0%
200 bp $ 1297 b 1,008 8.4%

1 : . Lo -
m Assumes an instantaneous uniform change in interest rates at all maturities.



EXHIBIT I-6

Campello Bancorp, Inc.
Fixed Rate and Adjustable Rate Loans




Real

estate [oans:

Residential !
Equity lines of credit
Commercial

Cons

truction and Land

Development
Commercial and Industrial
Other

Total

L

Includes home equity loans.

Exhibit 1-6
Campello Bancorp, Inc.
Fixed Rate and Adjustable Rate Loans

Due After April 30, 2009

Fixed Adjustable Total

(In thousands)
§ 112,022 $ 36,247 $ 148,269
— 10,623 10,623
65,096 6,544 71,640
5,460 4,765 10,225
6,241 4272 10,513
306 17 323

§180.125 5 62468  §251593




EXHIBIT {-7

Campello Bancorp, Inc.
Loan Portfolio Composition




Due During the Years
Ending Apri! 30,
2009

2010

2011

2012 t0 2013
2014102018

2019 1o 2023

2024 and beyond

Total

Exhibit -7

Campello Bancorp, Inc.
Loan Portfolic Composition

Construction and Land

(1) Includes home equity loans.

Due During the Years
Ending April 30,
2009

2010

2011

2012 102013

2014 to 2018

2019 102023

2024 and beyond

Total

Residential Real Estate!” Equity lines of credit Commercial Real Estate Development
Weighted Weighted Weighted Weighted
Average Average Average Average
Amount Rate Amount Rate Amount Rate Amount Rate
(Dollars in thousands)
$ 1,575 5.93% — —_ $ 19,617 7.02% $§ 45941 7.05%
5 6.25% 5 525% 14,743 6.82% 2,418 6.44%
29 6.86% — — 11,475 7.28% - —
1,962 5.08% 9 5.25% 30,943 7.57% — —
60,460 5.87% 118 5.25% 7,517 157% 1,847 7.79%
42,201 5.37% 10,491 6.07% 1,542 6.83% 2,452 742%
43612 5.48% — — 5,420 7.07% 3,508 7.76%
$149 844 5.61% § 10623 6.06% 3 91257 725% § 56166 7.11%
Commercial & Industrial Other Total
Weighted Weighted Weighted
Average Average Average
Amount Rate Amount Rate Amount Rate
(Dollars in thousands)
5 5643 6.73% $ 890 7.09% $ 73,666 6.99%
1,032 746% 78 13.92% 18,281 6.84%
1,618 §.03% 146 10.69% 13,268 7.41%
3,647 8.46% 82 7.78% 36,643 7.53%
4,136 7.58% 17 7.75% 74,095 6.19%
-_ — — _ 56,686 5.63%
80 6.63% — 32.620 5.79%
516,156 7.52% 5 1213 8.02% § 325259 6.44%




EXHIBIT 1-8

Campello Bancorp, Inc.
Contractual Maturity By Loan Type
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EXHIBIT I-9

Campello Bancorp, Inc.
Loan Origination, Purchases and Sales




Exhibit -9
Campello Bancorp, Inc.
Loan QOrigination, Purchases and Sales

For the
Years Ended April 30,
2008 2007 2006
(In Thousands)
Unpaid principal balances at beginning of year ........... $ 309,348 $ 270,788 $ 241,047
Loans originated by type:
Real estate loans:
Residential..............ccovmeeiiiecer e 29,677 48,419 35,039
Equity lines of ¢credit ....oevcvvveeeoee 4,273 8,093 9,761
Commercial ........ooooeeeeveereeseeireeree e 26,576 25,945 32,482
Construction and Land Development , 40,889 48,094 61,232
Commercial and Industrial .................... 12,044 8,689 10,819
Other .. 1,097 1111 1,299
ToLaI loa.ns nngmated 114,556 140,351 150,632
Principal repayments:
Real estate loans;
Residential.............cccocvcee i 3,186 20,862 14,295
Equity lines of credit . 6,445 9,237 11,021
Commercial ...........ccceveveeveveeeeriereen 15,425 11,673 16,921
Construction and Land Development . 40,201 43,668 48,489
Commercial and Industrial ..........cocce...... 6,874 6,896 7,616
Other .. 1,108 1,028 1,465
Total pnnmpa[ repaymcnts 73,239 93,364 99,807
Loan sales:
Real estate loans:
Residential............coccoceveeneenieicnanae 22,826 7,293 13,896
Equity lines of credit . - — —
Commercial... . 600 210 3,286
Construction a.nd Land Devclopmcnt. 1,974 188 3,517
Commercial and Industrial ..... 1,269 712 —
Other ..o — _— et
Total 10an $ales.......ccoeervvnrivnviieress e eoe 24,695 8,403 20,699
Charge-offs.... RO . 84 24 128
Transfers to real estaic owncd . 627 — 257
Unpaid principal balances at end of year ..................... 325259 309,348 270,788
Allowance for [0an 105565 .......ccevevecevccereninresrearrerinens {4,625) {3,661) (3,233)
Loans in process 984 i7 27
_ Deferred loan origination costs (fees), net................. 941 948 868

Net loans at end of Year.......cocooeereeereenerians m& $ 306,652 3268450




EXHIBIT I-10

Campello Bancorp, Inc.
Non-Performing Assets




Exhibit I-10
Campelio Bancorp, Inc.
Non-Performing Assets

At April 30,
2008 2007 2006 2005 2004
(Dollars in thousands)

Nen-accrual loans:
Real estate loans:

Residential ... 0 2,065 8 317 % — 3 — 3 196
Equity lines of credit. . 428 — — — —
Commercial........coverreecveeeeemeeeeresvienn 3,035 144 — — 593
Construction and Land Development....... 855 540 1,398 1,081 246
Commercial and Industrial................... .- 1,088 _ 129 —_ 120
L6711 SR " 11 — — 1
Total....coovennnee 8.006 1.012 1,527 1,081 1,356
Accruing loans 90 days or more past due:
Real estate loans:
Residential .........cccocoeiiminnniivieninnes — —_ — — -
Equity lines of credit. . — — —_ — —
Commercial.........cccooeviirivccmnnirneeinn — - — — —
Construction and Land Development...... —_ — — — -—
Commercial and Industrial — — — — —
Total loans 90 days or more past due ....... — — = — —
Restructured 10808 ....evvcv e, 535 —_ — — -—
Total non-performing loans...........cccocrines 8,006 1,012 1,527 1,081 1,356
Foreclosed real estate..........ccocooveeevviiccevinvanen, 627 207 257 — —
Other non-performing assets.............coooeevenae — — — — —
Total non-performing assets ... 38633 8§ 1219 § 1784 8 108t §_ 1356
Ratios:
Total non-performing loans to total loans...... 245% 033% . 056% 0.45% 0.68%
Total non-performing loans to total assets..... 2.07% 0.28% 0.47% 0.37% 0.54%

Total non-performing assets to total assets.... 2.23% 033% 0.55% 0.37% 0.54%




EXHIBIT I-11

Campello Bancorp, Inc.
Loan Loss Allowance Activity




Exhibit [-11
Campello Bancorp, Inc.
Loan Loss Allowance Activity

At or For the Years Ended April 30,
2008 2007 2006 2005 2004
(Dollars in thousands)

Balance at beginning of year ............ $ 3,661 $ 3233 $ 2472 $ 1,884 $1,7L3

Charge-offs:

Real estate loans:
Residential ..........o...... —_ — — — —
Equity lines of credit...
Commercial ...oooooveierceencnnan. — — — -— —
Construction and Land
Development........ccoooovveinnnn — — — — —

Commercial and Industrial.............. 68 15 126 82 39

Total charge-offs ..........ccornnee.

Recoveries:

Real estate loans:
Residential .........ccoooomeeiinena, — — — — 30
Equity lines of credit...
Commercial .....ooooeccecvvieerrann, — —_ — _
Construction and Land

Development......ccoivciveniiinens — — — —_

Commercial and Industrial,...

Net charge-offs .......covvnecieniiccannnc. 31 22 109 87
Provision for loan losses.........ccvenne.. 1,045 450 870 675 180

Balance at end of year ... $ 4625 §_3661 § 3233 52472 0§ 1884

Ratios:
Net charge-offs to average

loans outstanding............c...c..c..... 0.03% 0.01% 0.04% 0.04% 0.00%
Allowance for loan losses to non-

performing loans at end of year.... 57.77% 361.76% 211.72% 228.68% 138.94%
Allowance for loan losses to

total loans at end of year .............. 1.41% 1.18% 1.19% 1.02% 0.94%
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Campello Bancorp, Inc.
Deposit Composition




Exhibit 1-12
Campello Bancorp, Inc.
Deposit Composition

For the Years Ended April 30,

2008 2607 2006
Weighted Weighted Weighted
Average Average Average Average Average Average
Balance Percent Rate Balance Percent Rate Balance Percent Rate
(Dollars in thousands)
Deposit type:
Demand..........ccccoeevneeeee. § 32,101 11.85% —% $ 33,750 13.33% —% $ 37978 16.33% —%
Checking accounts .......... 108,554 40.07 230 102,669 40.54 3.69 70,163 30.16 3.13
Savings accounts............... 32,867 12.13 1.46 38,089 15.04 1.20 63,451 27.28 97
Money market deposit
ACCOUNS ....oevrrermressarrieins 1,588 .59 99 2,127 .84 99 3616 1.55 99
Certificates of deposit ......, 95,787 35.36 436 76,626 30.25 4.92 57411 24.68 3.76
Total deposits .............. $270.897 _100,00% 2.74% $253261 _100.00% 336% $232619 _100.00% 2.32%
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Campello Bancorp, Inc.
Borrowings Activity




Exhibit 1-13

Campello Bancorp, Inc.
Borrowings Activity

Balance at end of year ...

Average balance during year......

Maximum outstanding at any month end..

Weighted average interest rate at
Average interest rate during year

end of year......

At or For the Years Ended April 30,

20038 2007 2006
{Dollars in thousands)
5 77,403 s 67,681 $ 65,149
b 78,086 $ 63,503 $ 51,653
$ 86,870 b 71,142 $ 65,149
4.14% 5.07% 4.76%
4.82% 5.10% 4,11%
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Description of Office Facilities




Exhibit 11-1
Campello Bancorp, Inc.
Description of Office Facilities

Leased or Year Acquired Net Book Value
Location Owned or Leased Square Footage of Real Property
{In thousands)
Main Office:
1265 Belmont Street Owned 1958 26,500 54,646

Brockton, MA (2301

Full-Service Branches:
276 Quincy Street Leased 1558 (1) 1,400 250
Brockton, MA 02302

1090 Main Street Owned 1548 10,800 112
Brockton, MA 02301

337 Cotuit Road Leased 1998 (2) 2,600 169
Sandwich, MA 02563 '

110 Main Street Owned 1998 2,500 830
Bridgewater, MA 02324

45 Main Street Leased 2003 (3) 3,800 1,225
Lakeville, MA 02347

Business Resource Centers:
704 Main Street, Suite D Leased 2005 (4) 1,350 203
Falmouth, MA 02540

259E Stevens Street Leased 2006 (5) 1,550 198
Hyannis, MA 02601

(m
2)
3
)

&)

The Community Bank has a twenty-year lease expiring in 2018 with a first right of refusal to purchase but no renewal option,

The Community Bank has a ten-year lease expiring in December 2008 with two five-year renewal options.

The Community Bank has a five-year lease expiring in 2013 with no renewal option.

This property is used as a Business Resource Center. The Community Bank has a six-year lease expiring in 2011 with two five-year renewal
options.

This property is used as a Business Resource Center. The Commiunity Bank has a five-year lease expiring in 2011 with one five-year renewal
option.
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Historical Interest Rates




Exhibit 11-2
Historical Interest' Rates(1)

Prime 90 Day One Year 10 Year

Year/Qtr. Ended Rate T-Bill T-Bill T-Bond
1999: Quarter 1 7.75% 4.49% 4.72% 5.25%
Quarter 2 7.75% 4.78% 5.07% 5.81%
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%
Quarter 4 9.50% 5.89% 5.32% 5.12%

2001; Quarter 1 8.00% 4.30% 4.09% 4.93%
Quarter 2 6.75% 3.685% 3.72% 5.42%
Quarter 3 6.00% 2.40% 2.49% 4.60%
Quarter 4 4.75% 1.74% 2.17% 5.07%

2002: Quarter 1 4.75% 1.79% 2.70% 5.42%
Quarter 2 4.75% 1.70% 2.06% 4.86%
Quarter 3 4.75% - 1.57% 1.53% 363%
Quarter 4 4.25% - 1.22% 1.32% 3.83%

2003: Quarter 1 4.25% 1.14% 1.19% 3.83%
Cuarter 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%
Quarter 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%
Quarter 2 8.25% - 4.82% 4.91% 5.03%
Quarter 3 7.75% 3.82% 4.05% 4 .59%
Quarter 4 7.25% 3.36% 3.34% 3.91%

2008: Quarter 1 5.25% 1.38% 1.55% 3.45%
As of June 20, 2008 5.00% 1.87% 2.49% 4.16%

(1) End of pericd data.

Sources: Federal Reserve.
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General Characteristics of Publicly-Traded Institutions
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EXHIBIT HllI-2

Public Market Pricing of New England Thrifts




‘esameTEq MY

"1 ‘TPIOURTTL 4¥ 4q 3002 {>) Igbyxidop

"ROTINNIOIUT YINS jOo sreusielducs 16 L3WINDIW eql eRjmvIEnd 200TND BA NG CSTYVIISI BIW SARTTSQ WA SADINON WOI) PRUTRIGT TRSq sy Iodsx

‘@5(iffiaiowiwgy Soyjuzedo {PNANON 10 PETITATISN ROTITAfnbow paizownl IO TENION JO IDS[ANe eq3 ssyundmcs
#u pun A3pnda abwnisaw pUY eSunITs Hitow salmal SUTIINII UO peswq POTIRI DAIESTPUT ere (L3tnbe oo oinjel) gOE pOR (43
qIToW PATRAY DUTI®Il Jo Joe3Ied ¥ SW DUBPTATP DeIRapUl
‘peiutoep PURPTATR AT2a3awnd JIERT DO PENE] ‘PEADTATP QIUOW BATBA3 De3wdfpul

51q3 uf papfAc3d TOTINEIOIUT MQL

"sSUTLING BI0D PRINETIL

teejundmo) pUeTBUY AN ESpROUT
2073 SeBUISAR ®AX] ERPLTIXY
e BIMINI)} You

+sfUlnIue 8103 PRIRWIISE 03 PDTIL = FUCD/d puw fentua Xooq wIQiUw] ©3 e3TId = QI/4 8104w O] WITIL = /4 IA00Q ©F BITIA = w/d IeAUTOIRR 01 #OTId = I/d
THTEUQ PIIDAZZE X ¥ OO0 swsyf Supimaedo-uou ITWO o3 pIISALPE SRR HIUOW SATEA] SETTIEII IWRIOW Oo peswq ST (TN BXOD SIBUTIES} @dE
wixwge I9d povid AMY/PTH 20 AoT/USTH Jo sOwisay

S0°E s8°0 §6°2 e L0 ¥0 3T £H0°T  EF¥TIL S0°Z 0D 95°HOT BLTEE 96°BOT  ¥OQUSE
sT'e 3] $T°¢C IsTe [33¢] 10°5T  £ST'T WM ™ [Tl TY 06 WATLT  BLTO06  S¥ULE
(1381 AR be't [ 18] L[] ST 6 $%0 nN L't stte €E°B¥T  TI'CT  OE°OFT MM
Lty se .14 850 (340 EFC1T XLE'T G9°TT OEST 0Z°0 TIUST BT P¥UEST IL°IC
0y (1384 EC'E e (234 ] EL'PT GOTTZ NN L3'E  09°0 60°TST ES°IT T LOT MM
€15 #s0 ts5's (1) t9°0 TE'DT  SaY mwt YO'E %70 BEC¥FT £3CET STl TECTE
00T o ot L34 (1481 0T T ¥E 000 00 00°e BITRE SETYT 4%°¥E e
e ss'0 ' o ¥z'o 6L'LT  INT'B 6Z°9® TZ'L 8L'0 2°¥ST PRIT GETLE MK
66"z €E‘0 ET°E SE%0 0z 0 €2°0T  T&¥ [N L3S 1 ) PI'SZT  BLET  ETNCHZT  EO°EE
V'L 0 0Lt ¥9°0 N LI [11] THEF  TI9'F IS0 €0°0¥YT £AL TS LE  LZTET
§S*0-  €0'0-  #5°0-  €0°0- €€70 TE'ET  $S0°T MM go'c  00°0 TOPTT ZO'ZZ  TOTRIT e
LE Y se‘o TE's 0 "o T8 (134 [ L3 3 $LU6T  STUICT YETOT  GETEIT  LPTHE
[YAF] [T ™S Lo 00 TS ET 008 oL ¥E'T  ST'T TI'EZ  SE"96T 06°0C  SL°PST €9°BT
080 070 "o P10 880 0ETRT LT RN st oro o 1ITLE 0221 ErtLe N
<EL TLo 398 ] 23} "o 380 LY PTTLS . £8°C 95D EE°ST  ET'E€IT €E°0T €T EIT  €6° LT
E6°0 95°0 E6"8 9870 (144 aE L 112 BOSE  B5°C 080 09°%T  E¥TLIT Ls°w LY LTT  09'ET
6E'T Lz 0 zy°1 EE'O 6570 8L 6T ves £3'9%  ¥T'T  EL'D w PRTOS SE°ST MRTON WM
€L €~ WETO-  08'Z-  @Z'O- 130 EL'PT  OBE‘T RN 000 00°0 i $T'06 LE'ET  IT'06 MmN
6L°0 BT [ 1581 [X 44 [ 1447 69°0C  IN» ae'0 00 go0"o wl SG°E0 OPCET  BOTBS WM
et ET-0 €5°F sL7o [T 0L £S§ w Loy ELo LE'PE  03°SS  LE'Y LB'TY  GE'LT
$o°g 830 [T 980 e TL°0T  ¥SH'Z RN P PECQ TETSE  SRUEET ITTRI ERCATT  LR'iE
309 [¥AY] "y 8o N TE°ZT  MPS'T BLTSE BS'E p¥D SE'PT  S¥Y'LLT 0C°OT  DOTEL  TL'LT
L€ oo S8°E 0 oz o 3T IT  &56 ¥5'TY TV'Z O ZECO FPEE SO0TEPT E5TOT  METRE 05'PE
1€ o [3 443 ¥ 0 ¥ 0 05T €TZ°CL  OETEF I PE°O TE'9T  WLCTET LRI ¥ETROT  ILSE
e €z°0 Lt "o SE°T 90°¢T  THE'E TETNE  LL'T  #ET0 oL'0f  CE*£TIT TOCET  RIIOL  LOTOZ
e $2°0 0L°e tcro et 90'ET  TET'E  TETE  LL'T YE'O 0L°0Z €E°£IT TO'EYT  FITCOT L0 OT
LY %) N} %) %) %) [aa it %) ih) i$) X in) vy (5} in
HoR vou LT vou SI8SAY 83888V 9I@I6Y (51073IVd PIFFA sIeqg §HOD/d  wi/d /i wJE Y
e3og T pezacdey  /WaR  fAIpRbE TR0l ncdwa /Iunowy
(AR FLEELEL SRS BT 1 L ] (rIoPuwpYATd (¢} sofavy Buyoyad

§00T ‘0T SUNC JO FY ERDTRY
seatIvivde0o) BUDTIg JOXIWN
III ITqIYER

i3 0

*O°ET
[4 28 3
LT
€Lt
IR
E6°ET

E¥°ET
£1°E1
C1°ET

i)
wIvqy
Jontea
X004

WINT wINyg Ivg

| Ead ) 0%°LOE [ ¥ 3

EE"Q ¥E'IOE 9" 1T
e SLTTY €E S

$E°0 EL'OTL $0°Et
Lro SE°T
[ ] 'S

£T°0 [ 198 1 IS4
"0 TO'HLET &%°CT
1z [4: 58 14 aw’'a

140} L1 oI
$0°0= £r°vOT 00T
0 [ 10814 8°TIT
LT STTLYT IS 6€
€00 007 81T [4 0 44
@60 L&Y - 03°ST
9z T ZL™E9 00" 1€
e L0 ER §570T
TE" O~ 98°6QT SL7TY
e 55°m0 TL°TT
14 -] L4 21 BLTFY
[ L] TO" TS L1001
T 19°6ST LT
ZST0 €¥°T0T ETTEY

Ll ] LETYED SEETL
(140 00" 6TE LA RN 41
LT 00" 461E TT°ET

i 11ms) [} 3]

TOsdi waiva  (1)e3vag

qIK-21
2300

¥R )9 ‘Surl "UTL PIRIIIERN

"SUCTINTRSTAD ] "IVJIUWGTZ 4L DUW "EIRTROITS BufIejJo 'vidodsl eiwiodic) repimog

[LH
131
(%
(%)
ir}
113
{t)
{n)

YN o dIoug TWIOUWOTJd PRITUN  MAEn
(3°0E} 1D 30 DHWM OuI dp BYZ IS IdI0
(T°#¥) 13 30 DEM T4 #ITTANDOL XD
1D 79 IVIOUVOLd peltun serdosg  LOowd
(6°£3) 1D 30 DM Surl sBpIR w4 HWFd

IE 30 -"ouI ‘dzocuwg 110dASN  ERAN

12 30 SRINHEOUTE WOTRTITYASH

{319 10 30 DHM ©7d A{Ta Bvex gaN
HEN 3O seIwqeduwy IIFIUL HM LLAN
{0°5%) \OU DHR AXwg UJ OWIPTINN  dseR
¥R 30 'oa1 ‘droovws asaoTiiww  RTIN
(£)¥n Sugpwey jo 'dio) YURERIVM QRN
Y™ jo "ouI ‘drosumg AavwBer DoX1

¥R ImaODUY ‘oK jo 410D €57 XU

WM O CAwg 103 CIsur weqfutA  §4IR
W 2o *2ul ‘dioouwg vepdwmy MNRH

AN 3O *oUI ‘dI0DURg SISATRd TENO

¥M FO 'oul *dioouws

do2tu  ANED

¥R *ITFAINECg o dioag TRIVTRD  AEND
w Jo "oUT ‘dioouwg SUfiyoOIE TNAY
¥n 3o dxoowsg STTFH SITAFAING  WIHE
¥ Fo ouy dasug wyad upEw(Uee  Dadd

ARGIp wTquIvdmoy

{p)}Sujdnoip uwerideTeg [wiasdy
sermedms)y S1Tq0d TTV
semRdnRo) DFTARS TTV

VOFANIFINR TRIIUNTTL

00LT-0CS (EOL)

SOLIT  WFUTAITA ‘TOASTILIE

GILT ®ITOF ‘IJWBIIP PICON JIION 0OLI
SITNITOITOD AIJSOPUT swdjaleg [WiDtRVig

ol TTaenad ol




EXHIBIT V-1

Stock Prices:
As of June 20, 2008
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EXHIBIT V-2

Historical Stock Price Indices




Year/Qtr. Ended

1999: Quarter 1
Quarter 2
Quarter 3
Quarter 4

2000: Quarter 1
Quarter 2
Quarter 3
Quarter 4

2001; Quarter 1
Quarter 2
Quarter 3
Quarler 4

2002: Quarter 1
Quarter 2
Quarter 3
Quarter 4

2003; Quarter 1
Quarter 2
Quarter 3
Quarter 4

2004: Quarter 1
Quarter 2
Cuarter 3
Quarter 4

2005: Quarter 1
Quarter 2
Quarter 3
Quarter 4

2006: Quarter 1
Quarter 2
Quarter 3
Quarter 4

2007: Quarter 1
Quarter 2
Quarter 3
Quarter 4

2008: Quarter 1
As of June 20, 2008

(1) End of period data.

Exhibit 1V-2

Historical Stock Price Indices(1)

DJIA

9786.2
10970.8
10337.0
114971

10921.9
10447.9
10650.9
10786.9

9878.8
10502.4
8847.6
10021.5

10403.9
9243.3
7591.9
83418

7992.1
£985.4
92751
10453.9

10357.7
10435.5
10080.3
10783.0

10503.8
10275.0
10568.7
10717.5

11108.3
11150.2
11679.1
12463.2

12354.4
13408.6
13895.6
13264.8

12262.9
11842.7

SNL

NASDAQ Thrift

S&P 500 Composite Index
1286.4 2,461.4 7076
13727 2,686.1 695.6
12827 2,746.2 609.1
1469.3 4,069.3 562.4
1498.6 45728 545.6
1454 6 3,966.1 567.8
1436.5 3.672.8 718.3
1320.3 2,470.5 8743
1160.3 1,840.3 885.2
1224.4 2,160.5 964.5
1040.9 1,498.8 953.9
11481 1,950.4 018.2
1147.4 1,845.4 1006.7
989.8 1,463.2 1121.4
815.3 1,172.1 984.3
879.8 1,335.5 1073.2
848.2 1,341.2 1096.2
974.5 1,622.8 1266.6
996.0 1,786.9 1330.9
1112.0 2,003.4 14823
1126.2 1,994.2 1585.3
1140.8 2,047.8 1437.8
11146 1,896.8 1495.1
1211.9 21754 1605.6
1180.6 1,999.2 1516.6
1191.3 2,057.0 1577.1
1228.8 2,151.7 1527.2
1248.3 2,205.3 1616.4
1294 .8 23308 1661.1
1270.2 2,172.1 1717.9
13359 2,258.4 1727 .1
1418.3 24153 1829.3
14209 24216 1703.6
15034 2,603.2 1645.9
1526.8 27015 1523.3
1468.4 2,652.3 1058.0
1322.7 2,279.1 1001.5
1317.9 2.406.1 896.2

Sources: SNL Securities and Wall Street Journal.

SNL
Bank
Index

448.40
479.30
409.90
416.74

421.24
387.37
464 .64
479.44

459.24
493.70
436.60
473.67

498.30
468.91
396.80
419.10

401.00
476.07
490.90
548.60

562.20
546.62
556.00
595.10

§51.00
563.27
546.30
582.80

596.650
601.14
634.00
658.60

634.40
622.63
595.80
492.85

4425
362.4
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Historical Thrift Stock Indices
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Index Values

Index Values Price Appreciation (%)

05/30/08 04/30/08 12/31/07 05/31/07 1 Manth YTD LTM
All Pub, Traded Thrifts 9742 1,015 1,058.0 1,732.0 - -402 -7.92 4375
MHC index 3,525.7 3,437.8 3,293.7 3,7436 256 . 7.04 -5.82
Stack Exchange Indexes
AMEX Thrifts 409.3 406.0 453.6 701.9 0.81 -9.78 - -4169
NYSE Thrifts 357.4 388.1 463.1 1,0785 -7.91 -22.81 -66.86
OTC Thrifts 1,999.6 20335 1,928.2 2,164.6 -1.66 3.70 -7.62
Geographic Indexes
Mid-Atlantic Thrifts 3,5059 34103 3,290.2 3,8899 2.80 6.56 -9.87
Midwestern Thrifts ‘ 2,987.1 2,9859 29788 3,534.5 0.04 0.28 -15.49
New England Thrifts 1,771.2 1,801.0 1,793.2 2,118.3 -1.65 -1.23 -16.39
Southeastern Thrifts 5314 5808 709.3 1,346.1 -8.51 -25.08 -60.52
Southwestern Thrifts 718.0 7573 1,039.3 1,493.4 -5.18 -30.91 -51.92
Western Thrifts 3755 473.0 5774 1,635.3 -20.62 -34.97 -77.04
Asset Size Indexes
tess than $250M . 1,104.2 1,102.8 1,107.8 1,190.0 0.3 -0.32 -7.20
$250M to $500M 2,943.5 2,865.1 29451 3,546.4 274 -0.05 -17.00
$500M to $1B 15792 1,584.8 1,656.1 2,086.2 -0.36 -4.64 -24.30
$1Bto 5B 20034  2,005.2 20490 24713 -0.09 -2.23 -18.93
Over 558 527.1 557.2 583.0 1,039.3 -5.39 -9.59 -49.28
Pink Indexes
Pink Thrifts 3149 3156 458.0 5193 -0.21 -31.24 -39.35
Less than $75M 596.7 5711 553.6 5735 449 7.78 4.04
Qver $75M 321.6 3227 4743 5384 -0.36 -32.20 -40.28
Comparative Indexes
Dow Jones Industrials 12,6383 12,8201 13,2648 13,6276 -1.42 -4.72 -7.26
S&P 500 1,400.4 1,3856 1,468.4 1,530.6 1.07 -4.63 -8.51

All SNL indexes are market-value weighted; |.&., an institution’s effect on an index is propartionate to that institution’s market capitafization, All SNL thrift indexes, except for the SNL
MHC Index, began at 100 on March 30, 1984, The SNL MHC Index began at 201.082 on Dec. 31, 1992, the level of the SNL Thrift Index on that date. On March 30, 1984, the S&P 500 d
at 159.2 and the Dow Jones Industrials stood at 1,164.9.

Mid-Atlantic: DE, DC, MO, NJ, NY, PA, PR; Midwaest: LA, IL, IN, K5, KY, M, MN, MO, ND, NE, OH, 5D, Wi;
New England: CT, MA, ME, NH, RI,VT: Southeast: AL, AR, FL, GA, MS, NC, SC, TN, VA, Wy,
Sauthwest: CO, LA, NM, OK, TX, UT; West: AZ, AK, CA, HI, ID, MT, NV, OR, WA, WY

34 SNLFinancial JUNE 2
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Market Area Acquisition Activity
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EXHIBIT IV-5

Campelio Bancorp, Inc.
Director and Senior Management Summary Resumes




Exhibit IV-5
Campello Bancorp, Inc.
Director and Senior Management Summary Resumes

Directors

Jane E. Callahan has served as Chair of The Community Bank’s board of directors since June
2003. Ms. Callahan is the Founder and Principal of HR Alternatives since 1994. Located in Bridgewater,
Massachusetts, HR Alternatives provides human resources consulting to business owners, executives and
human resources professionals.

Dean M. Coe is the Founder and Principal of Dean M. Coe Associates, located in Sandwich,
Massachusetts. Mr. Coe provides executive search and recruitment consulting services to both the private
and non-profit sectors, as well as career transition coaching for executives.

Joanna Connolly is a retired attorney. Ms. Connolly was with the Massachusetts Office of the
Attorney General since 1992, serving as Assistant Attorney General and Chief of the Insurance Division
from 2001 until her retirement in June 2002.

David W. Curtis joined The Community Bank in 1990, serving as President and Chief Executive
Officer. Prior to joining The Community Bank, Mr. Curtis was President and Chief Executive Officer of
Shirley Co-operative Bank from 1984 to 1990; Principal of The Marketing Center from 1980 to 1984,
Vice President of The Co-operative Bank from 1975 to 1980 and Public Relations Officer of Middlesex
Savings Bank from 1974 to 1975.

John R. Feeney, CFP is the Founder and President of Noble Financial Advisory, Inc., East
Sandwich, Massachusetts. Mr. Feeney is a registered financial advisor and provides fee-only financial
planning. The firm offers individuals and corporations full financial planning and money management
services.

Richard K. Hynes is President of Barbour Corporation, Brockton, Massachusetts, a worldwide
group of companies that is involved in the manufacturing, sales and distribution of products for various
commercial and industrial applications. Barbour Welting Company, in Brockton, Massachusetts, and
Barbour Welting UK. Ltd. in Northampton, England, are manufacturers of welting for high-end
footwear. Barbour Plastics, Inc. is a manufacturer of thermoplastic profile extrusions for OEM
applications located in Brockton, Massachusetts and Atlanta, Georgia. Barbour Corporation is a privately
owned family business.

Frederick A. Lane has served as Chair of Campello MHC since 1998. Mr. Lane is now the Vice
President of Cushman Insurance, a Brockton, Massachusetts insurance agency, having been President
until 2007 when his son assumed the Presidency. The agency has offices in Brockton, Halifax,
Lakeville, Norton and Attleboro, Massachusetts. The agency provides these communities with insurance-
related products.

David J. McCormick is President of McCormick & Sons Insurance Agency, Inc., with offices in
Avon and Waquoit, Massachusetts. Mr. McCormick acquired the James F. McHugh Insurance Agency
and created McCormick & Sons Insurance Agency in 1977. In 1995, the agency expanded to Cape Cod
with the purchase of the Waquoit Insurance Agency in East Falmouth.

Stephen J. McDuffy is President and Treasurer of Holmes McDuffy Florists, a third generation
family-owned and -operated florist business since 1927.



Exhibit IV-5 (continued)
Campello Bancorp, Inc. '
Director and Senior Management Summary Resumes

Directors fcontinued)

Gary R. Oman is a CPA and Financial Planner and is a Partner of Gary R. Oman, PC, Brockton,
Massachusetts.

William A. Payne is Co-Founder and Principal of PRW Associates, Inc., a financial services firm
located in Quincy, Massachusetts. PRW Associates is a diversified financial services firm providing for
the planning needs of families of wealth, mid-market corporations, non-profits, foundations and
endowments specializing in private wealth management, wealth transfer planning and corporate benefits.
Mr. Payne is a Licensed Insurance Advisor and a Registered Representative with NFP Securities, Inc.

Robert A. Rosenthal, Ph.D is a Professor of Economics at Stonehill College in Easton,
Massachusetts. Dr. Rosenthal is also a Fellow of the Center for Regional and Policy Analysis at the
Martin Institute for Law and Society at Stonehill College and provides consulting to attorneys on Forensic
Economics.

Thomas N. Sampson was the President/Treasurer of Sampson Funeral Home, Inc. & Funeral
Livery, Inc. until his retirement in 2008.




Exhibit IV-5 (continued)
Campello Bancorp, Inc.
Director and Senior Management Summary Resumes

Executive Officers of Campello Bancorp and The Community Bank Who Are Not Also

Directors

Dennis P. Jones joined The Community Bank in 1991 and serves as Senior Vice President, Chief
Financtal Officer and Chief Operating Officer. Prior to joining The Community Bank, Mr. Jones was
Vice President/Chief Financial Officer of Plymouth Five Cents Savings Bank from 1985 10 1991 and was
employed with Peat, Marwick, Mitchell & Company from 1980 to 1985, first as a Supervising Senior
Accountant and then as Audit Manager.

Sheryl L. Walsh joined The Community Bank in 2005 as Vice President of Sales. In 2006, Ms.
Walsh assumed responsibility for the retail division in addition to sales. In April 2008, Ms. Walsh was
elected Senior Vice President/Retail Banking and Sales. From 1981 to 2003, Ms. Walsh was employed
by Cape Cod Bank and Trust Company, most recently serving as its Senior Vice President/CCBT
Financial Companies from 2002 to 2005.

Peter J. Curtin, Jr. joined The Community Bank in 1992 and serves as Vice President/Senior
Loan Officer. Prior to joining The Community Bank, Mr. Curtin served as Assistant Vice
President/Mortgage Officer for Plymouth Five Cents Savings Bank from 1986 to 1992 and was a
Mortgage/Collections Officer with Mansfield Credit Union from 1984 to 1986.

David A. Holmberg joined The Community Bank in February 2007 as Vice President/Human
Resources. Previously, Mr. Holmberg was Vice President/Human Resources Manager with Eastern Bank
(formerly Plymouth Savings Bank), Human Resources Representative with Westwood/Pembroke
Corporation and Fund Coordinator/Registered Representative with Scudder, Stevens & Clark, Inc.

Kathleen L. Kelley joined The Community Bank in 1998 as Director of Marketing and Sales and
currently serves as The Community Bank’s Vice President/Marketing and Development. From 1996 to
1998, Ms. Kelley worked for the Fuller Museum of Art, first as Assistant Director of Development then
as Director of Development and Marketing. Ms. Kelley was an Education Program Manager with the
United States Army in Okinawa, Japan from 1994 to 1995 as well an English Teacher at the Wings
Language Center In Okinawa from 1993 to 1996.

Christopher E. Richards joined The Community Bank in 2003, serving as Vice
President/Business Loan Officer, and was elected Vice President/Senior Business Loan Officer in April
2008. From 1996 to 2003, Mr. Richards was Vice President/SBA Loan Program Manager at South
Eastern Economic Development (SEED) Corporation in Taunton, Massachusetts.

Estrela N. Carvalho joined The Community Bank in 1997. Ms. Carvalho is the Executive
Assistant to the Chief Executive Officer and Chief Financial Officer and serves as the Clerk of The
Community Bank and its board of directors.




EXHIBIT IV-6

Campelio Bancorp, Inc.
Pro Forma Regulatory Capital Ratios
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EXHIBIT IV-7

Campelio Bancorp, Inc.
Pro Forma Analysis Sheet




Exhibit V-7

® PRO FORMA ANALYSIS SHEET
! Campello Bancorp, Inc
Prices as of June 20, 2008
Peer Group Massachusetts Companies All Publicly-Traded
@rerice Multiple Symbol Subject (1 Mean Median Mean Median Mean Median
Price-eamings ratio {x} P/E 57.20 x 18.53x 17.66x 25.19x 24.47x 20.07x 18.07x
Price-core earnings ratio (x) PiCore 57.20 x 22.05x 20.66x 26.69x 29.24x 20.70x 20.48x
Price-book ratio (%} = P/B 57.57% 95.01% 91.38% 96.36% 90.28% 102.24% 94.04%
Price-tangible book ratic (%) = PTB 58.70% 107.22% 105.10% 108.66% 108.96% 113.93% 102.87%
Price-assets ratio (%) = PiA 6.06% 11.35% 10.46% 14.24% 12.60% 13.01% 10.26%
'Valugtlon Parameters
Pre-Conversion Earnings (Y) $575,759 ESOP Stock Purchases (E) 8.00% (5)
Pre-Conversion Eamings (CY} $575,759 Cost of ESOP Borrowings (S) 0.00% (4)
Pre-Conversion Book Value (B) $23,393,544 ESOP Amortization {T) 20.00 years
Pre-Conv, Tang. Book Val. {TB} $22,573,242 SIP Amount (M) 4.00%
Pre-Conversion Assets (A) $386,778,172 SIP Vesting (N) 5.00 years {5}
@Reinvestment Rate (2)(R) 1.85% Foundation (F) 477%
Est. Conversion Expenses (3)(X} 6.52% Tax Benefit (Z) 481,750
Tax Rate (TAX} 41.00% Percentage Sold (PCT) 100.00%
Option (O1) 10.00% (B)
Estimated Opfion Value (02) 40.10% (6}
Option vesting (03) 5.00 (6)
Option pct taxable (O4) 25.00% (6}
.Calwlatlon of Pro Forma Value After Conversion
1. V= P/E * {Y) V= $24,616,250
1-P/E " PCT * ((#-X-E-M-F)*'R*(1-TAX) - (1-TAX)*EST - (1-TAX)*M/N) - {1-{TAX*Q4}(C1*02)/03)
2. V= PiCore * (Y) V= $24,616,250
1 - Plcore * PCT * {(1-X-E-M-F)*"R*(1-TAX) - (1-TAX)*E/T - {1-TAX)"M/N) - {1-(TAX*C4))"(01"02}/03}
.3. V= F/B * (B+Z) V= $24,616,250
1-P/B*PCT* (1-X-E-M-F)
4. V= P/TB * (TR+2) V= $24,616,25¢
1-PTB *PCT * (1-X-E-M-F)
.5. V= PIA * (A+Z) V= $24,616,250
1-P/A*PCT * (1-X-E-M-F)
Shares Aggregate
Shares Issued Price Per  Gross Offering  Issued To  Total Shares Market Value
Conclusion To the Public Share Proceeds Foundation Issued of Shares Issued
Supermaximum 3,107,875 10,00 $ 31,078,750 147,624 3,255,499 $ 32,554,990
Maximum 2,702,500 10.00 27,025,000 128,369 2,830,869 28,308,680
@ Midpoint 2,350,000 10.00 23,500,000 111,825 2,461,625 24,616,250
Minimum 1,997 500 10.00 19,875,000 94,881 2,092,381 20,923,810

(1) Pricing ratios shown reflact the midpoint vatue.

(2) Net retum reflects a reinvestment rate of 1 .85 percent, and a tax rate of 41.00%.
{3) Offering expenses shown at estimated midpoint value. )
{4) No cost is applicable since holding company will fund the ESOP loan, -
® (5} ESOP and RRP amortize over 20 years and 5 years, respectively, amortization expenses tax effected at 41.00 percent.
(8) 10 percent option plan with an estimated Black-Scholes valuation of 41.00 percent of the exercise price, including a
§ year vesting with 25 percent of the options (granted to directors) tax effected at 41.00 percent.



EXHIBIT IV-8

Campello Bancorp, inc.
Pro Forma Effect of Conversion Proceeds




Exhibit IV-8
PRO FORMA EFFECT OF CONVERSION.PROCEEDS
Campello Bancorp, inc.
At the Minimum

. Pro Forma Market Capitalization $20,923,810
Less: Foundation Shares 948,810
Offering Proceeds $19,975,000
Less: Estimated Offering Expenses 1.673.011
Net Conversion Proceeds $18,401,989

. Estimated Additional Income from Conversion Proceeds

Net Conversion Proceeds $18,401,089
Less: Cash Contribution to Foundation 49,938
Less: Non-Cash Stock Purchases {1} 2,510,857
Net Proceeds Reinvested 315,841,194
Estimated net incremental rate of return 1.09%
Reinvestment Income $172,907
Less: Estimated cost of ESOP borrowings (2) o
Less: Amortization of ESOP borrowings (3) 49,380
Less: Amortization of Options (4) 150,609
Less: Recognition Plan Vesting (5) 98,760
Net Earnings Impact (3125,842)
Net
Before Earnings After
. Pro Forma Earnings Conversion Increase Conversion
12 Months ended April 30, 2008 (reported) $575,759 ($125,842) $449 917
12 Months ended April 30, 2008 (core) $575,759 ($125,842) $449,917
Before Net Cash Tax Benefit After
. Pro Forma Net Worth Conversion Proceeds Of Contribution Conversion
April 30, 2008 $23,393,544 $15,841,194 $409,488 $39,644,226
April 30, 2008 (Tangible) $22,573,242 $15,841,194 $409,488 $38,823,924
Before Net Cash Tax Benefit After
. Pro Forma Assets Conversion Proceeds Of Contribution Conversion
April 30, 2008 $386,778,172 $15,841,194 $409,488 $403,028,854

{1) Includes ESOP and RRP stock purchases equal to 8.0 and 4.0 percent of the pro forma shares outstanding.
{2) ESOP stock purchases are internally financed by a loan from the holding company.

{3) ESOP borrowings are amortized over 20 years, amortization expense is tax-effected at a 41.00 percent rate.
{4) Option valuation based on Black-Scholes maodel, 5 year vesting, and assumes 25 percent is taxable.

(5) RRP is amortized over 5 years, and amortization expense is tax effected at 41.00 percent.




Exhibit 1V-8

PRO FORMA EFFECT OF CONVERSION PROCEEDS

Campello Bancorp, Inc.

At the Midpaint

. Pro Forma Market Capitalization

Less: Foundation Shares

Offering Proceeds

Less: Estimated Offering Expenses
Net Conversion Proceeds

. Estimated Additional Income from Conversion Proceeds

Net Conversion Proceeds

Less; Cash Contribution to Foundation

Less: Non-Cash Stock Purchases (1)

Net Proceeds Reinvested

Estimated net incremental rate of return

Reinvestment Income
Less: Estimated cost of ESOP borrowings (2)
Less: Amortization of ESOP borrowings (3)
Less: Amortization of Options (4)
Less: Recognition Plan Vesting (5)

Net Earnings Impact

. Pro Forma Eamings

12 Months ended April 30, 2008 (reported)
12 Months ended April 30, 2008 (core)

Before
. Pro Forma Net Worth Conversion
April 30, 2008 $23,393,544
April 30, 2008 (Tangible) $22,573,242
Before
. Pro Forma Assets Conversion
April 30, 2008 $386,778,172

Before
Conversion

$575,759
$575,759

Net Cash
Proceeds

$18,881,993
$18,881,993

Net Cash
Proceeds

$18,881,993

Net
Earnings
Increase

($145,373)
(3145,373)

Tax Benefit

Of Contribution

$481,750
$481,750

Tax Benefit
Of Contribution

$481,750

$24,616,250
1,116,250

$23,500,000
1.605,307
$21,894,693

$21,894,693
58,750
2953950
$18,881,993
1.00%
$206,097

0

58,094
177,187
116.189

($145,373)

After
Conversion

$430,386
$430,386

After

Conversion

$42,757 287
$41,936,985

After

Conversion

$406,141,915

(1} Includes ESOP and RRP stock purchases equal to 8.0 and 4.0 percent of the pro forma shares outstanding.
(2) ESOP stock purchases are internally financed by a loan from the holding company.

(3} ESOP borrowings are amortized over 20 years, amortization expense is tax-effected at a 41.00 percent rate.
{4} Option valuation based en Black-Schales model, 5 year vesting, and assumes 25 percent is taxable.
{5) RRP is amortized over 5 years, and amortization expense is tax effected at 41.00 percent.




Exhibit IV-8

PRO FORMA EFFECT OF CONVERSION PROCEEDS

Campello Bancorp, Inc.
At the Maximum Value

1. Pro Forma Market Capitalization
Less: Foundation Shares

2. Offering Proceeds

' Less: Estimated Offering Expenses
Net Conversion Proceeds

3. Estimated Additiona! Income from Conversion Proceeds

Net Conversion Proceeds
Less: Cash Contribution to Foundation
. Less: Non-Cash Stock Purchases (1)

Net Proceeds Reinvested

Estimated net incremental rate of return

Reinvestment income
Less: Estimated cost of ESOP borrowings (2)
Less: Amortization of ESOP borrowings (3)
Less: Amortization of Options (4)
Less: Recognition Plan Vesting (5)

Net Eamings Impact

4. Pro Forma Eamings

12 Months ended April 30, 2008 (reported)
12 Months ended April 30, 2008 (core)

Before
5. Pro Forma Net Worth Conversion
April 30, 2008 $23,393,544
April 30, 2008 (Tangible) $22,573,242
Before
6. Pro Forma Assets Conversion
April 30, 2008 $386,778,172

Before
Conversion

$575,759
$575,759

Net Cash
Proceeds

$21,922,792
$21,922,792

Net Cash
Proceeds

$21,922,792

Net
Earnings
Increase

($164,903)
($164,903)

Tax Benefit
Of Contribution

$554,013
$554,013

Tax Benefit
Of Contribution

$554,013

$28,308,690
1,283,690

$27,025,000
1,637,603
$25,387,397

$25,387,397
67,563
3,397,043
$21,922,792
1.09%
$239,287

0

66,809
203,765
133.617
(3164,903)

Q

After
Conversion

$410,856
$410,856

After
Conversion

$45,870,348
$45,050,046

After
Conversion

$409,254,976

(1) tncludes ESOP and RRP stock purchases equal to 8.0 and 4.0 percent of the pro forma shares outstanding.

{2) ESOP stock purchases are internally financed by a loan from the holding company.

(3) ESOP borrowings are amortized over 20 years, amortization expense is tax-effected at a 41.00 percent rate.

{4) Option valuation based on Black-Scholes model, 5 year vesting, and assumes 25 percent is taxable.

{5) RRP is amortized over 5 years, and amortization expense is tax effected at 41.00 percent,



Extibit 1V-8
PRO FORMA EFFECT OF CONVERSION PROCEEDS
Campello Bancorp, Inc.
At the Supermaximum Value

. Pra Forma Market Capitalization $32,554,990
Less: Foundation Shares 1,476,240
Offering Proceeds $31,078,750
Less: Estimated Offering Expenses 1,674,743
Net Conversion Proceeds $29,404,007

. Estimated Additional Income from Conversion Proceeds

Net Conversion Proceeds $29,404,007
Less: Cash Contribution to Foundation 77,697
Less: Non-Cash Stock Purchases (1) 3,906,599
Net Proceeds Reinvested $25,419,711
Estimated net incremental rate of retumn 1.08%
Reinvestment Income $277.456
Less: Estimated cost of ESOP borrowings (2) 0
Less: Amortization of ESOP borrowings (3) 76,830
Less: Amortization of Options (4) 234,329
Less: Recognition Plan Vesting (5) 153,660
Net Eamings Impact ($187,362)
Net
Before Eamnings After
. Pro Forma Eamings Conversion Increase Conversion
12 Months ended April 30, 2008 (reported) $575,759 ($187,362) $388,397
12 Months ended Aprit 30, 2008 (core) $575,759 ($187,362) $388,397
Before Net Cash Tax Benefit After
. Pro Forma Net Worth Conversion Proceeds Of Contribution Conversion
April 30, 2008 $23,393,544 $25,419,711 $637,114 $49,450,370
April 30, 2008 (Tangible) $22,573,242 $25,419,711 $637,114 $48,630,068
Before Net Cash Tax Benefit After
. Pro Forma Assets Conversion Proceeds Of Contribution Conversion
April 30, 2008 $386,778,172 $25,419,711 $637,114 $412,834,998

(1) Includes ESOP and RRP stock purchases equal to 8.0 and 4.0 percent of the pro forma shares outstanding.
(2) ESOP stock purchases are internally financed by a loan from the holding company.

(3) ESOP borrowings are amortized over 20 years, amortization expense is tax-effected at a 41.00 percent rate.
(4) Option valuatton based on Black-Scholes model, 5 year vesting, and assumes 25 percent is taxable.

{5) RRP is amortized over 5 years, and amortization expense is tax effected at 41.00 percent,



EXHIBIT IV-9

Peer Group Core Earnings Analysis
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EXHIBIT IV-10

Comparative Analysis: Peer Group Pricing, Closing Values and After-Market Trading
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EXHIBIT V-1

RP® Financial, LC.
Firm Qualifications Statement
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